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COMMITTEE REPORT

SENATE
FURTHER:
4/28/78
Date:
Mr. President:
The Committee on FINANCE has had SCR 96

royalty oil sales agreement between State of Alaska & Golden Valley Electric
Association

under consideration and (a majority of the committee) (the committee
reports it back as follows)
( ) recommends it do pass ( ) recommends itdo not pass

( ) recommends it do pass with attached amendment(s)

( ) ecommends ithbe replaced with CS for
and ( ) new title ( ) same title
( ) AND attaches a Letter of Intent ( ) New Fiscal Note

( ) reports it back without recommendation

( ) and jecommends it be referred to i_ne Committee

MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:

Chairman
S 60 (rev. 6/77)



SENATE

FURTHER: None

4/5/78

Mr. President:
SPECIAL COMMITTEE TO CONSIDER
The Committee on ROYALTY OIL SALES PROPOSALS has had SCR 96

royalty oil sales agreement between State of Alaska & Golden Valley Electric
Association
under consideration and (a majority of the committee) (the committee
reports it back as fo
(I recommends do pass J ( ) recommends it do not pass

( ) recommends itdo pfs-s®with attached amendment (S)

( ) recommends it bereplaced with CS for

() new title ( ) same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note
( ) reports it back without recommendation
)

and recommends it be referred to the Committee

MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:

Chairman
560 (rev. 6/77)
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To Consider Royalty O0il
Sales Proposals

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

SENATE CONCURRENT RESOLUTION NO. 56
IN TKL LEGISLATURE CF THE STATE OF ALAS!
TENTH LEGISLATURE - SECOND SESSION
Approving amendments to the royalty
oil sales agreement between the
State of Alaska and Golden Valley
Electric Association
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, the State of Alaska and the Golden Valley Electric Associa—
tion entered into an agreement entitled "Royalty Oil Sales Arreement,”
dated A.pril 12, 1977; and

WHEREAS, the commissioner of the Department of Natural Resources and
the Golden Valley Electric Association have negotiated certain amendments
to the agreement; and

WHEREA.S, the Alaska Royalty Oil and Gas Development Advisory Board has
approved those amendments as required by AS 38.06.050; and

WHEREAS, these amendments will make the terms of the agreement con-—
sistent with the terms of other agreements for the sale of the state's
royalty oil currently before the legislature, for approval or under negotia—
tion; and

WHEREAS, the amendments are in the best interests of the State of
Alaska;

BE IT RESOLVED by the Alaska State Legislature that the amendments are

approved undeX AS 38.06.055.

SCR 96



April 5, 1978

The Honorable John L. Rader
President of the Senate
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. President:

Under the authority of art. 1IlI, sec. 18 of the Alaska
Constitution, and in accordance with AS 24.30.060(b) and
the Uniform Rules of the Alaska State Legislature, 1 am
transmitting a concurrent resolution approving
amendments to the "Royalty Oil Sales Agreement”™ between
the State of Alaska and the Golden Valley Electric
Association dated April 12, 1y77.

The amendments were negotiated by the commissioner of the
Department of Natural Resources under AS 38.05.183, and
approved by the Alaska Royalty 0Oil and Gas Development
Advisory Board under AS 38.06.050. The amendments will
make the terms of the agreement between the state and
Golden Valley Electric Association consistent with the
terms of other agreements for the sale of the state"s
royalty oil, agreements which currently are before the
legislature for approval or are under negotiation and
will be submitted for approval in the near future.

In the past, there have been questions raised over the
constitutionality of the legislature®s approval of an
executive act by the means of a concurrent resolution.
In an effort to avoid raisiig that issue by submitting

this contract for approval, I insisted that a clause
requiring legislative approval be placed in the contract
itself. | did so to insure that legislative approval 1in

this instance could Db* sustained on the basis of a
contractual provision rather than raise a constitutional
debate over legislative power to require such approval.

Sincerely,

Jay S. Hammond
Governor



ROYALT"/ OIL SALES AGREEMENT

THIS AMENDMENT, entered into by and between the
Commissioner of Natural Resources of the State of Alaska,
.acting pursuant to AS 38.05.183, hereinafter referred to as
"Seller”™, and Golden Valley Electric Association, an Alaskan
Non-Profit Corporation, hereinafter referred to as "Buyer",

E1 : £NESSETH:

THAT WHEREAS, Seller and Buyer entered into that
certain agreement entitled "Royalty Oil Sales .-.cjreement”
(Agreement), dated the 12th day of April, 1977; and,

WHEREAS, Buyer and Seller believe that certain
amendments to that Agreement are in the best interests of
the parties:

NOW, THEREFORE, 1in consideration of the foregoing
and 7in consideration of the mutual covenants £\nd agreements
herein contained, Buyer and Seller covenant and agree as
follows:

A. ARTICLE VI

Article VII of the Agreement shall be amended
by the deletion thereof in its entirety and substitution of

the following:



PRICE
7.1 As to oil sold and delivered hereunder out
the Leases, the price to be paid by Buyer to Seller shall be
equal to the sum the Seller would have received from the
Lessees had Seller received its royalty in value instead of
taking the quantity of royalty oil delivered hereunder as
its royalty in kind (amount). Seller and Buyer recognize
that the method and basis of computing the royalty due
Seller from Lessees under the Leases 1is currently a matter
of dispute and litigation among the Seller and its Lessees,
said litigation being entitled State of Alaska, et al., v.
Amerada Hess Corp. , et a.i., (No. CA 77-847, Superior Court
of the State of Alaska, First Judicial District at Juneau).
Pending resolution of said dispute among Seller and Lessees,
by judicial decision or settlement in the above-referenced
case, tlie in value royalty under the Leases, and therefore
the pricu hereunder, shall be computed in accordance with
Exhibit "C", attached hereto and by reference made a part
hereof. ACter such time as said dispute shall be resolved
among Seller and its Lessees, the parties hereto will be
bound by the terms of such resolution, judicial or otherwise.
Seller and Buyer expressly recognize that adjustment 1in

prices previously paid may be necessary following said

C



resolution cincl sard adjustment shall be duly made, with

interest, pursuant to the applicable provisions of Article

VIII. Any settlement agreement which agrees to the imposition

of costs which are reimbursable by Buyer to Seller under

Article 7.2, however, shall not be final and binding upon

Buyer, unless Buyer lias consented in advance to such settlement
7.2 In addition to the price stated in Article

7.1, Buyer shall also reimburse Seller for Seller®s pro rata

share of (i) any basic sediment arid water removal costs if

Seller is required to pay such costs as a result of Seller”s

election to take 1its royalty oil in kind; and (ii) any other

direct costs reasonably incurred and paid by Seller which

would not have been incurred by Seller had the Seller taken

its royalty in value rather than in kind and if such costs

under Article 7.2(i) and (ii) were not previously reflected

in applicable computations of value for payments of royalcy

in value. Seller shall use its best efforts to minimize any

such coses incurred by Seller by reason of Seller®s taking

royalty oil in kind; such best efforts shall include, but

not be limited to, litigation in cooperation with, and at -*

the request of, Buyer, at Buyer®"s cost, to tlie extent necessary

to contest the imposition of unwarranted or improper charges; *

provided, however, that Seller shall 1in no event be required



to advocate* .legal positions or adopt legal, stralLogics which
it, in its discretion, deems contrary to its own interests,
in any such litigation. Seller at this date does not know
of any potential costs to be incurred by it as a result of
its taking in kind rather than in value other than the costs
stipulated in this Article 7.2 (i) above.

7.3 If at any time during the term of this
Agreement, Seller sells royal.ty oil of comparable grade,
quality and quantity to that taken in kind and produced from
the Leases from the Prudhoe Bay Unit to some other Buyer or
Buyers at a price which is less than the price to be received
from Buyer hereunder, the prices to be paid to Seller
hereunder shall be adjusted accordingly.

B. ARTICLE VIII

Article VIIIlI of the Agreement shall be amended
by the addition of the following:

8.7 Due to the potentially large sums of money
involved, any adjustments to any billing under the provisions
of this Article VIII by Seller made more than sixty (60)
days after such billinrr was initially rendered shall be paid
to or refunded by Buyer or Seller over the same period over
which such adjustments accrued or thirty-six (36) months,

whichever is longer, beginning with the first: payment next



following the date si)eh adjustment has been determined;
provided, however, no such payment extension permitted
hereunder shall extend beyond the term stipulated in Article 9
and accordingly, the full balance of any unpaid adjustments
shall become due and payable on the termination date hereof,
C. ARTICLE XI

Article XI of the Agreement shall be amended
by the deletion of Article 11.2 thereof in its entirety and
substitution of the following:

11.2 Buyer shall provide security in the form of a

bond attached hereto and made a part hereof as Exhibit "D",
executed by the Buyer, as principal, and a corporate surety
agreed to by the Commissioner and authorised to write such
bonds in the State of Alaska, as surety for a sum which
shall substantially reflect the amounts owed by Buyer to
Seller plus an amount equal to the value of any oil delivered
by Seller to Buyer and not yet billed pursuant to Article
VIIl; provided, that whenever Seller has reasonable grounds
for asserting and does assert any claims against Buyer 1in
excess of the penal sum of the bond of Buyer then in effect
hereunder, Buyer, after being so requested by Seller, shall
either increase the penal sum of such bond to an amount

reasonably sufficient to cover the claim of Seller and all



expenses which may be incurred by it in connection therewith
or shall furnish other security satisfactory to Seller,
regardless of whether the Buyer does or does not recognize
the validity of the Seller®s claim (so long as reasonable
grounds for asserting such claim exist). Buyer i1ay at any
time and-from time to time deposit and maintain with the
Commissioner at Buyer®s expense in lieu of any such bond,
either (1) an irrevocable letter or letters of credit
addressed to the Commissioner issued by a state or national
banking institution of the United States which 1is a member
of the Federal Deposit Insurance Corporation, having an
aggregate capital and surplus of not less than $.10,000,000,
or the National Rural Utilities Cooperative Finance Corporation
(CFC), or (ii) marketable securities which are approved by
the Commissioner, and which shall be transferable by the
Commissioner or by delivery by stock power attached or other
means, such letter or letters of credit to be in an aggregate
amount, or such marketable securities to be of an aggregate
then fair market value, of not less than the amount then
required for Buyer®s bond hereunder, any such letter or
letters of credit and marketable securities, together with
any proceeds thereof, to be held by the Commissioner for the

security and benefit of the Seller, and such letter or



letters of credit or"marketable securities ilong with -
instruments of transfer to be in form and substance approved
by the Seller. The amount of said letter or letters of
credit or marketable securities shall be subject to increase
in the same manner that the face amount of the bond is
subject to increase. IT markets) fl . securities are so
furnished, other marketable securities which meet the
requirements of this Article 11.2 may be substituted at any
time and from time to time for an” previously furnished
marketable securities, and the marketable securities so
furnish®ad shall be increased if at any time the fair market
value of the securities then held by the Commissioner 1is
less than, or may be reduced if the fair market value
thereof exceeds, the amount of the bond then required of
Buyer hereunder. Buyer may, 1in lieu of any other security,
provide other security which, in tlie opinion of the Commissioner
is of equal value to the security above described.

D. ARTICLE XI11

Article X111 of the Agreement shall be

amended by the addition of the following:

13.2 Upon initiation of deliveries pursuant to

Article IV and/or V, Seller, 1in addition to all other

quantities of crude oil deliverable hereunder, shall deliver



to Buyer on or prior"” to the date of first delivery, a
sufficient quantity of crude oil for Buyer to fulfill its
tariff obligations to supply TransAlaska Pipeline Systenm
("TAPS"™) pipeline fill. Buyer shall pay for such quantity
of oil on the date of termination pursuant to any of the
provisions of this Agreement, at the price stipulated in
Article VIl, as if such oil had been delivered to Buyer at
the point of delivery forty-five (-IS) days prior to the ™said
date of termination. In the event Buyer suspends its
purchase of oil from the Leases after having initiated
deliveries and after Seller has delivered the pipeline fill
as provided by this Article 13.2, Buyer shall pay for such
guantity of oil as if it had been delivered at the point of
delivery 0" the date Buyer suspended its purchases. Thereafter
Seller shall be obligated to provide pipeline fTill upon
Buyer®s reinitiation of deliveries of oil out of the Leases
as provided by other provisions of this Agreement.
E . RATIFICATION

In all other respects, except as expressly
changed herein, the original Agreement shall continue in
full force and effect as originally written.

Fe APPROVAL OF ALASKA STATE LEGISLATURE REQUIRED
IT the Tenth Alaska State Legislature, Second

Session, shall not have approved this Amendment to the



Agreement by a concurrent resolution concurred, In by a
majority of the members of each House, and this Amendment to
the Agreement shall not have been executed by Lhe State of
Ala in force and effect, then this Amendment shall be
null and void and of no further force or effect, the same as
it if had never been made.

"IN WITNESS WHEREOF, the Seller has caused this
Amendment to Royalty Oil §S; Agreement to be executed by
its Commissioner of Natural Resources with the consent of
the Alaska Royalty Oil and Gas Development Advisory Board (a
copy of the resolution of tlie said Board consenting to this
Extension is attached hereto as Exhibit "A") and Buyer has
caused this Amendment to be executed by its duly authorized
officer, all .in duplicate originals, on the dale set forth
hereinbelow.

"Buyer" "Seller"

GOLDEN VALLEY ELECTRIC THJ~rrTvU~OOF ALASKA ,7-"1
ASSOCIATION, INC.

*£)m* fa if -7 f
By i _ ] _
7 Presideht A Commissioner
Department of Natural Resources
ATTEST: ATTEST:

APPROVED AS TO FORM:



I, SANDRA--ROSENBERG, certify that 1 am the Secretary
of the corporatkpn named as Buyer in the above Amendment;
.that ALFRED J. LOMEN, who signed said Amendment on behalf of m
Buyer, was then President of said corporation; that said
Amendment was duly signed for and in behalf of said corporation
by authority of its governing body, and is within the scope

Gf*""its corporate powers.

- \
wogs
(CORPORATE SEAL)

">>\M

**thmdra Rosenberg, Secretary

w1

STATE OF ALASKA

it.l JUDICIAL DISTRICT )

THIS IS TO CERTIFY that on the 1 * day of MO/U1ILs ,
1978, before me, the undersigned, a Notary Public in and for
the State of Alaska, duly commissioned and sworn as such,
personally appeared ALFRED J. LOMEN, to me known to be the
President of GOLDEN VALLEY ELECTRIC ASSOCIATION, INC., a
corporation, and known to me to be the person who executed
the within instrument on behalf of the corporation herein
named, and acknowledged to me that the same was signed as a
free act and deed of the said corporation for the uses and
purposes therein stated and pursuant to its Bylaws or a
resolution of its Board of Directors.

WITNESS my hand and notarial seal the day and year
first above written.

I,

Notary Public In and lie. Alaskj.l
My commission e>p i . r e s J VJCJ

- 10-



STAtfE OF ALASKA n )
. - S§Ss.:

"JxsU.JZ, JUDICIAL DISTRICT ) -

THIS 1S TO CERTIFY that on the Q-2" "~clay of
1978, before mo, the undersigned, a lioLary Public in and for
the State of Alaska, *nily commissioned and sworn as such,

personally appeared ®o[y?r— ct Cz1)v: .
to me known to be the Commissioner of Natural Resources for ;

the State of Alaska, and known to me to be the person who
executed the within instrument on behalf of the State of
Alaska, and acknowledged to me that the same was signed as a
free act and deed of the State of Alaska for the purposes
and uses therein stated.

WITNESS my hand and notaripj. seal the day and year
first above written.

Notary Public in and for Alaska
KNA)N Ny Y MY commission expires : R ot

L 12*:.%4 » </
y



EXHIBIT "C"
Calculation of monthly 1in value royalty under the Leases and leases (all calculations
shall be rounded to the nearest $0,001)

STEP 1: Calculate each producer®s weighted average value per barrel at Point of
Delivery for all oil sold by each producer during the month, as follows:

Example, Producer Y

. ) @) 0 ) (6) @
Sales Price Point of Weighted
Volume at Shipping mPipeline Delivery Average
Destination Sold Destination Costs Tariff Value Value
1 2,000,000 $12,500 $ -0- $4 .770 $7,730
2 4.000.000 13.370 1.110 4. 750 7.510
-3 5.000.000 13.440 3.830 4.750 4.060

Columns 2, 3, 4 and 5 shall be computed from actual data as reported by each producer
and filed with the State of Alaska for royalty purposes and severance tax purposes.

STEP 2: The "weighted average value™ per barrel of each producer (column 7 above) at
the Point of Delivery shall then be used in column (9) below 1in calculating the
applicable in value price for each producer (column 11 below), the weighted average

of which shall be the In Value Price to Buyer (column 12), as follows:

Page 1 of 2



-continued-

Example, all producers:
©) 0) (10) 11) az)
Producer Wtd . Avg. Value Wtd. Avg, Price Applicable In Vvalue
and at Point of Received by all Price "for In Price to
Quantity Delivery (Col. other Producers Value Calculation Buyer
X3
4,200,000 $6,920 $6,404 $6,920
V.
11,000,000 6.345 7.003 7.003
500,000 7.7C0 6.504 7.700
Weighted Avg. $6,542 $7,003
Notes:
D Values in column 10 are the weighted average of all producers other
i than the ojgpducer for which the calculation xs being made.
2) Column 11 1is the highest of the values in columns 9 or 10 for each producer.

3) , Column 12

4) Buyer shall

is the weighted average of values

are judicially determined as owing.

5) There
calculating the
determining same

6) Subject to

is no posted price.

"Market"™ or
"In Value price to Buyer™
is judicially decided.

Page 2 of 2

"field"

in column 11.

not pay any reimbursable costs under Article 8.2 until

value shall
unless and until

later adjustment under Article 9.5.

such costs

not be us”in
the methodology of



EXHIBIT "D1

FORM OF BON"D

The bond shall be in a form submitted by Buyer and
shall contain such terms and conditions as are approved by

the Commissioner.

JBSSSSSSBSBOa



ALASKA STATE LEGISLATURE

I'LATh ... Legislature Sfc.CQj-'U).. Session
S j r N LOTj.  Nig< 96,

ITIE RULES COMMITTLL BY

B .
Y " REQUESTM "1KE<T W m m

Approving anendiaents to the
royalty oil sales agreement
between the State of Alaska and
Golden Valley Electric Associa-—
tion.

H roaylty oil sales agreement/
State of Alaska U Golden Valley
Klee, As"soc.

HISTORY IN THE SENATE

in 7b

4

Bead first time and referred
to Committee on

Spec. Committee to Coilisi ier
Royalty Oil Sales Propo—

sals G .
Reported back with 4|A
recommendation thatw<vfZk». CA.

-
e <

Read second lime and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Dale
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by President
Sent to House

19

HISTORY IN THE HOUSE

Read first time and referred
to Committee on
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recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Dale
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by Speaker
Relumed to Senate

CHIEF CLERK OF THE HOUSE

if)

HISTORY IN THE SENATE

Received from House

Reported correctly enrolled

Sent to Governor

By Governor

Filed with LI. Governor

Chapter No*



April 5, 1978

The Honorable John L. Rader
President of the Senate
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18 of the Alaska
Constitution, and in accordance with AS 24.30.060(b) and
the Uniform Rules of the Alaska State Legislature, |1 am
transmitting a concurrent resolution approving
amendments to the "Royalty Oil Sales Agreement™ between
the State of Alaska and the Golden Valley Electric
Association dated April 12, 1977.

The amendments were negotiated by the commissioner of the
Department of Natural Resources under AS 38.05.183, and
approved by the Alaska Royalty Oil and Gas Development
Advisory Board under AS 38.06.050. The amendments will
make the terms of the agreement between the state and
Golden Valley Electric Association consistent with the
terms of other agreements for the sale of the state"s
royalty oil, agreements which currently are before the
legislature for approval or are under negotiation and
will be submitted for approval in the near future.

In the past, there have been questions raised over the
constitutionality of the .Legislaturels approval of an
executive act by the means of a concurrent resolution.
In an effort to avoid raising that issue by submitting

this contract for approval, I insisted that a clause
requiring legislative approval be placed in the contract
itself. I did so to insure that legislative approval in

this instance could be sustained on the basis of a
contractual provision rather thru raise a constitutional
debate over legislative power to require such approval.

Sincerely,

Jay S. Hammond
Governor



AMENDMENT TO

ROYALTY OIL SALES AGREEMENT

THIS AMENDMENT, entered into by and between the
Commissioner of Natural Resources of the State of Alaska,
.acting pursuant to AS 38.05.183, hereinafter referred to as
"Seller", and Golden Valley Electric Association, an Alaskan
Non-Profit Corporation, hereinafter referred to as "Buyer",

* 1 TANESSETH: i L

"THAT WHEREAS, Seller and Buyer entered into that
certain agreement entitled "Royalty Oil Sales Agreement™”
(Agreement), dated the 12th day of April, 1977; and,

WHEREAS, Buyer and Seller believe that certain
amendments to that Agreement are in the best interests of
the parties; ) '

NOW, THEREFORE, 1in consideration of the foregoing
and-in consideration of the mutual covenants 1iind agreements
herein contained, Buyer and Seller covenant and agree as
follows:

A. ARTICLE V11

Article VIl of tlie Agreement shall be amended

by the deletion thereof in its entirety and substitution of

the following:



PRICE

.7.1 As to oil sold and delivered hereunder out of
the Leases, the price to be paid by Buyer to Seller shall be
equal to the sum the Seller v/ould have received from the
Lessees had Seller received its royalty in value instead of
talcing the quantity of royalty oil delivered hereunder as
its royalty in kind (amount). Seller and Buyer recognize
that the method and basis of computing the royalty due
Seller from Lessees under the Leases 1is currently a matter
of dispute and litigation among the Seller and its Lessees,
said litigation being entitled State of Alaska, ct al. , v.
Amerada Hes's Corp., et al., (Ho. CA 77-847, Superior Court,
of the State of Alaska, First Judicial District at Juneau).
Pending resolution of said dispute among Seller and Lessees,
by judicial decision or settlement in the above-referenced
case, the in value royalty under the Leases, and therefore
the price hereunder, shall be computed in accordance with
Exhibit "C", attached hereto and by reference made a part
hereof. After such time as said dispute shall be resolved
among Seller and its Lessees, the parties hereto will be
bound by the terms of such resolution, judicial or otherwise.
Seller and Buyer expressly recognize that adjustment in

prices previously paid may be necessary following said



resolution and said adjustment shall be duly made, with

interest, pursuant to the applicable provisions of Article

VIILI. Any settlement agreement which agrees to the imposition

of costs which are reimbursable by Buyer to Seller under

Article 7.2, however, shall not be final and binding upon

Buyer, unless Buyer has consented in advance to such settlement
7.2 In addition to the price stated in Article

7.1, Buyer shall also reimburse Seller for Seller"s pro rata

share of (i) any basic sediment and water removal costs if

Seller is required to pay such costs as a result of Seller”s

election to take 1its royalty oil in kind; and (i1) any other

direct costs reasonably incurred and paid by Seller which

would not have been incurred by Seller had the Seller taken

its royalty in value rather than in kind and if such costs

under Article 7.2(i) and (ii) were net previously reflected

in applicable computations of value for payments of royalty

in value. Seller shall use its best efforts to minimize any

such costs incurred by Seller by reason of Seller®s taking

royalty oil in kind; such best efforts shall include, but

not be limited to, litigation in cooperation with, and at **

the request of, Buyer, at Buyer®s cost, to the extent necessary

to contest the imposition of unwarranted or improper charges; e

provided, however, that Seller shall in no event be required



to advocate legal positions or adopt legal strategies which
it, in its discretion, deems contrary to its own 1interests,
in any such litigation. Seller at this date does not know
of any potential costs to be incurred by it as a result of
its taking in kind rather than in value other than the costs
stipulated in this Article 7.2 (i) above.

7.3 If at any time during the term of this
Agreement, Seller sells royalty oil of comparable grade,
guality and quantity to that taken in kind and produced from
the Leases from the Prudhoe Bay Unit to some other Buyer or
Buyers at a price which is less than the price to be received
from Buyer hereunder, the prices to be paid to Seller
hereunder shall be adjusted accordingly.

B . ARTICLE VI

Article VIIl1 of the Agreement shall be amended
by the addition of the following:

8.7 Due to the potentially large sums of money
involved, any adjustments to any billing under the provi ssions
of this Article VIII by Seller made more than sixty (60)
days after such billing was initially rendered shall be paid
to or refunded by Buyer or Seller over tlie same period over
which such adjustments accrued or t.hirty-six (36) months,

whichever 1is longer, beginning with the first payment next



following the date siich adjustment has been determined;
provided, however, no such payment extension permitted
hereunder shall extend beyond the term stipulated in Article
and accordingly, the full balance of any unpaid adjustments
shall become due and payable on the termination date hereof.
C. ARTICLE XI

Article XI of the Agreement shall be amended
by the deletion of Article 11.2 thereof in its entirety and
substitution of the following:

11.2 Buyer shall provide security in the form of

bond attached hereto and made a part hereof as Exhibit "D", *
executed by the Buyer, as principal, and a corporate surety
agreed to by the Commissioner and authorised to write such
bonds in the State of Alaska, as surety for a sum which
shall substantially reflect the amounts owed by Buyer to
Seller plus an amount equal to the value of any oil delivered
by Seller to Buyer and not yet billed pursuant to Article
VIIT; provided, that whenever Seller has reasonable grounds
for asserting and does assert any claims against Buyer 1in
excess of the penal sum of the bond of Buyer then in effect”
hereunder, Buyer, after being so requested by Seller, shall
cither increase the penal sum of such bond to an amount

reasonably sufficient to cover the claim of Seller and all



expenses which may be incurred by it in connection therewith
or shall furnish other security satisfactory to Seller,
regardless of whether the Buyer does or does not recognize
the validity of the Seller®s claim (so long as reasonable
grounds for asserting such claim exist). Buyer may at any
time and" from time to time deposit and maintain with tlie
Commissioner at Buyer®s expense in lieu of any such bond,
either (i) an irrevocable letter or letters of credit
addressed to the Commissioner issued by .a state or national
banking institution of the United 3bates which is a member
of the Federal Deposit Insurance Corporation,”™ having an
aggregate capital and surplus of not less than $10,000,000,"
or the National Rural Utilities Cooperative Finance Corporat
(CFC), or (ii) marketable securities which are approved by
tlie Commissioner, and which shall be transferable by the
Commissioner or ay delivery by stock power attached or other
means, such letter or letters of credit to be in an aggregat
amount, or such marketable securitie.s to be of an aggregate
then fair market value, of not less- than the amount then
required for Buyer®s bond hereunder, any such letter or
letters of credit and marketable securities, together with
any proceeds thereof, to be held by the Commissioner for the

security and benefit of the Seller, and such letter or



letters of credit or"marketable securities along with
instruments of transfer to be in forrr. and substance approved
by the Seller. The amount of said letter or letters of
credit or marketable securities shall be subject to increase
in the same manner that the face amount of the bond 1is
subject to increase. IT marketable securities -".re so
furnished, other marketable securities which meet the
requirements of this Article 11.2 may be substituted at any
time and from time to time for any previously furnished
marketable securities,” and the marketable securities so
furnished shall be increased if at any time the fair market
value of the securities then held by the Commissioner 1is
less than, or may be reduced if the fair market value
thereof exceeds, the amount of the bond then required of
Buyer hereunder. Buyer may, 1in lieu of any other security,
provide other security which, 1in the opinion of the Commissioner,
is of equal value to the security above described
- . D. ARTICLE X111l ~
Article X111 of tlie /agreement shall be

amended by the addition of the following:

13.2 Upon initiation of deliveries pursuant to
Article 1V and/or V, Seller, 1in addition to all other

qguantities of crude oil deliverable hereunder, shall deliver



to Buyer on or prior® to the date of first delivery., a
sufficient quantity of crude oil for Buyer to fulfill its
tariff obligations to supply TransAlaska Pipeline System °
("TAPS™) pipeline fill. Buyer shall pay for such quantity
of oil on the date of termination pursuant to any of the -
provisions of this Agreement, at the price stipulated in
Article VII, as if such oil had been delivered to Buyer at
the poi-.t of delivery forty-five (45) days prior to tlie.™said
date of termination. In the event Buyer suspends its
purchase of oil from the Leases after having initiated
deliveries and after Seller has delivered the pipeline fTill
as provided by this Article 13.2, Buyer shall pay for such
qguantity of oil as if it had been delivered at the point of;
delivery on the date Buyer suspended 1its purchases. Thereafter
Seller shall be obligated to provide pipeline fTill upon
Buyer®s reinitiation of deliveries of oil out of the Leases
as provided by other provisions of this Agreement.
E. RATIPICAT10tT

In all other respects, except as expressly
changed herein, the original Agreement shall continue 1in
full force and effect as original!™® written.

F. APPROVAL OF ALASKA STATE LEG ISLAT PRE Ri-QUIRED
IT the Tenth Alaska State Legislature, Second

Session, shall not have approved this Amendment to the



Agreement by a concurrent resolution concurred in by a
majority of the members of each Mouse, and this Amendment _to
the Agreement shall not have been executed by the State of
Alaska in force and effect, then this Amendment shall bo
null and void and of no further force or effect, the same as
it if had never been made.

IN WITNESS WHEREOF, the Seller has caused this
Amendment to Royalty Oil Sales Agreement to be executed by
its Commissioner of Natural Resources with the consent of
the Alaska Royalty Oil and Gas Development Advisory Board (a
copy of the resolution of the said Board consenting to this
Extension is attached hereto as Exhibit "A") and Buyer has
caused this Amendment to be executed by its duly authorised
officer, all in duplicate originals, on the date ret forth
hereinbelow.

"Buyer"

GOLDEN VALLEY ELECTRIC
ASSOCIATION, INC.

By: v/
/ President s Commissioner
Department of Natural Resources

ATTEST:

By:

APPROVED AS TO FORM:



I, SANDRA--ROSENBERG, certify that I am the Secretary
of the corporation named as Buyer in the above Amendment;
.that ALFRED J. LOMEN, who signed said Amendment on behalf of -
Buyer, was then President of said corporation; that said
Amendment was duly signed for and in behalf of said corporation
by authority of its governing body, and is within the scope

"gf""its conmporate powers.

. \ /
b\. \ '\
(CORPORATE SEAL) Moa A J \ )
\\ M 5/-"=] "thnidra Rosenberg, Secretary
////
mA>*/
)

STATE OF ALASKA
f a JUDICIAL DISTRICT )

THIS 1S TO CERTIFY that on the (3 ~dway of
1978, before me, the undersigned, a Notary Public in and for
the State of Alaska, duly commissioned and sworn as such,
personally appeared ALFRED J. LOMEN, to me known to be the
President of GOLDEN VALLEY ELECTRIC ASSOCIATION, INC., a
corporation, and known to me to be tlie person who executed
the within instrument on behalf of the corporation herein
named, and acknowledged to me that the same was signed as a
free act and deed of the said corporation for tlie uses and
purposes therein stated and pursuant to j.ts Bylaws or a
resolution of its Board of Directors.

WITNESS my hand and notarial seal the day and year
first ~"bove written.

i" L
No ton:y Public 1in "and ivyr Alaska
- le ! My commission epirer> ARVAVAY A



STAFIE OF ALASKA * )
. U+ Ss .2

JUDICIAL DISTRICT ) - N

THIS IS TO CERTIFY that on the D-? “clay of
1978, before me, the undersigned, a Notary Public 1in and for,
the State of Alaska, ly commissioned and sworn as such,

personally appeared MRQbg~"f £. -
to me known to be the Commissioner or Natural Resources for ~

the State of Alaska, and known to me to be the person who
executed the within instrument on behalf of the State of
Alaska, and acknowledged to me that the same was signed as a
free act and deed of the State of Alaska for the purposes

and uses therein stated. .

WITNESS my hand and nctarij”L seal the day and year
first above written.

m”
-o“‘(/x
Notary Public 1in and for Alaska

.vyy e $ i ! : ] /£/7$
/ \VnVi,~"V \ y commission expires : _

im "S"Huf-1J \
"SV'V m /

-11-



EXHIBIT "C"
Calculation of monthly 1in value royalty under the Leases and leases (all calculations
shall be rounded to the nearest $0,001)

STEP 1: Calculate each producer®s weighted average value per barrel at Point of
Delivery for ail oil sold by each producer during the month, as follows:

Example, Producer Y

) 2) @ * (5) ®) ™
Sales Price Point of V7eighted
Volume at "*Shipping ePipeline Delivery Average
Destination Sold Destination Costs Tariff Value Value
1 2,000,000 $12,500 $ -0- $-1.770 $7,730
2 4.000.000 13.370 1.110 4.750 7 .510
.3 5.000.000 .13.440 3.830 4.750 4.060
$6.345

Columns 2, 3, 4 and 5 shall be computed from actual data as reported by each producer
and filed with the State of Alaska for royalty purposes and severance tax purposes.

STEP 2: The "weighted average value" per barrel of each producer (column 7 above) at
the Point of Delivery shall then be used in column (9) below in calculating the
applicable in value price for each producer (column 11 below), the weighted average

of which shall be the In Value Price to Buyer (column 12), as follows:

Page 1 of 2



-continued- *

B
Proéu%er wtd.

Quantity

X
~4,200,000

Y
11,000,000 -

Z;
500,000

Weighted Avg.

Rotes:

Example,

9
Avg. Val%%

at Point of
Delivery (Col. 7)

, $6,920

6.345

7.700 "

$6,542

1) Values 1n column 10 are the
¢ than the producer for which

2) Column 11

3) . Column 12

4) Buyer shall not pay any reimbursable costs under Article 8.2 until

is the highest of

all producers:

* (0> i (11) 121 .
Wtd. Avg. Price Applicable Tn Value
Received by all Price for In” Price to
other Producers Value Calculation BuyGlI _

$6,404 . $6,920
7.003 7.003
6.504 “ 7.700
$7,003

weighted average of all producers other
the calculation is being made.

the values in columns 9 or 10 for each producer.

is the weighted average of values in column 11.

such costs

are judicially determined as owing.

5) There 1is no posted price.

calculating the
determining same

6) Subject to

later adjustment

"Market"” or "field"” value shall r.ot be used”in
"In Value price to Buyer™ unless ar.u until the methodology ox
is judicially decided.

under Article 9.5.



EXHIBIT "D"

FORM OF BORD

The bond shall be in a form submitted by Buyer and

shall contain such terns and conditions as are approved by

the Commissioner.



COMMITTEE REPORT
SENATE

FURTHER:
4/5/78
Date: P. 7 N
Mr. President:

SPECIAL COMMITTEE TO CONSIDER
The Committee on ROYALTY OIL SALES PROPOSALS has had SCR 96

oyalty oil sales agreement between State of Alaska & Golden Valley Electric
Association

under consideration and (a majority of the committee) (the committee
reports it back as followf£0~"\

(I"™)" recommends it"”~o pass ( ) recommends it do not pass
( ) recommends it~do pass with attached amendment(s)

( ) recommends it be replaced with CS for

and () new title ( ) same title
( ) AND attaches a Letter of Intent ( ) New Fiscal Note

( ) reports it back without recommendation

( ) and recommends it be referred to the Committee
MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS
*ggr
Chairman

S 60 (rev. 6/77)
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Introduced: 4/5/78

Referred: Special Committee
To Consider Royalty Oil
Sales Proposals

BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OF THE GOVERNOR
SENATE CONCURRENT RESOLUTION NO. 96
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
Approving amendments to the royalty
oil sales agreement between the
State of Alaska and Golden Valley
Electric Association
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, the State of Alaska and the Golden Valley Electric Associa-
tion entered into an agreement entitled "Royalty Oil Sales Agreement,”
dated April 12, 1977; and

WHEREAS, the commissioner of the Department of Natural Resources and

che Golden Valley Electric Association have negotiated certain amendments

5 to the agreement; and

17

B

22

23

24

25

26

27

28

29

WHEREAS, the Alaska Royalty Oil and Gas Development Advisory Board has
approved those amendments as required by AS 38.06.050; and

WHEREAS, these amendments will make the terms of the agreement con-
sistent with the terms of other agreements for “he sale of the state’s
royalty oil currently before Che legislature for approval or under negotia-
tion; and

WHEREAS, the amendments are in the best interests of the State of
Alaska;

BE IT RESOLVED by the Alaska State Legislature that the amendments are
approved under AS 38.06.055.

-1- SCR 96



02-519 (REV 8/781

I, the undersigned, an employee of the State of Alaska, do hereby certify

that the microfilm images on this microform are accurate reproductions

of the original records of the State of Alaska as accumulated during the

regular course of business, and that it is the established policy and practice

of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

Signature of Camera Operator



COMMITTEE REPORT

SENATE
FURTHER :
P/ "»//¢c
Date:
Mr. President:
The Cgommittee on has had

jerrt.l e 1 'mme.y jyslam

under consideration and (a majority of the committee) (the committee
reports it back as follows)

( ) recommends it do pass ( ) recommends it donot pass
(em) recommends it do pass with attached amendmentC#)

( ) recommends it be replaced with CS for

and () new title ( ) same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note

( ) reports it back without recommendation

( ) and recommends it be referred to the Committee
MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:
Charrman

S 60 (rev. 6/77)



Offered in the SENATE

To: SENATE BILL MO.

HOUSE BILL NO.

AMENDMENT : Page Line



Introduced: 4/11/78
Referred: Commerce and State
Affairs
i IN THE SENATE BY THE COMMERCE COMMITTEE
SENATE CONCURRENT RESOLUTION NO. 100
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
Relating to the Federal Aid Highway Sys-
tem.
/IBE 1T RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
HE WHEREAS Prince William Sound has developed into a major tourist attrac-
Jcion and recreation area for Alaska; and
10 WHEREAS Prince William Sound is one of the most magnificent and specta-

n cular areas in Southcentral Alaska; and
\y WHEREAS an improved road access between Portage and Whittier would make
1 ichis area much more accessible and available to the major concentration of
H population in Ala-ska; and
WHEREAS an improved road access between Portage and Whittier would

Hi justify an improved level of ferry serviceon tne Marine Highway between the
vV "Prince. WilliamSound communities of Whittier, Valdez, and Cordova; and
18] WHEREAS there is presently no designated route for the construction of
g a future link between Portage and Whittier on the Federal Aid Highway Sys-
A tem; and
N WHEREAS the commissioner of the Department of Transportation and Public
t> Facilities hasauthority to designate such a route and request its inclusion
yi In the Federal Aid Highway Systenm;
yi BE IT RESOLVED by the Alaska State Legislature that the Governor is

respectfully requested to direct the commissioner of transportation and pub-
p lic facilities to designate a route for construction of a highway ggﬁ tunnel
yi Link from the end of the federal aid highway at Portage Glacier Visitors
M nter to the Port of Whittier, and to request its inclusion in the Federal

vf \id Highway System; and be it
L SCR 100



COMMITTEE REPORT

SENATE
FURTHER:
5/73/78
Date: W >jJ\S7°?
Mr. President:
The Committee on RULES has had SCR 100

Federal Aid Highway System

under consideration and (a majority of the committee) -£t-he;_committee

reports—- it back”as”-fol-lows) F VWL C-V. .
Fc_, S’-j -~k
( ) recommends it do pass ( ) recommends 1itdo not pass
( ) recommends it dopass with attached amendment(s)
( ) recommends it bereplaced with CS for
and () new title ( ) same title
( ) AND attaches a Letter of Intent ( ) New Fiscal Note
( ) vreports it back without recommendation
( ) and recommends it be referred to the Committee

MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS

(

Chairman
S GO (rev. 6/77)
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Introduced: 4/11/78

Referred: Commerce and State

Affairs

i IIN THE SENATE BY THE COMMERCE COMMITTEE
SENATE CONCURRENT RESOLUTION NO. 100
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
Relating to the Federal Aid Highv/ay Sys-
tem.
/ IBE 1T RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
]| WHEREAS Prince William Sound has developed into a major tourist attrac-
tion and recreation area for Alaska; and

WHEREAS Prince William Sound is one of the most magnificent and specta-
cular areas in Southcentral Alaska; and

WHEREAS an improved road access between Portage and Whittier would make
this area much more accessible and available to the major concentration of
population in Alaska; and

WHEREAS an improved road access between Portage and Whittier would
justify an improved level of ferry service on the Marine Highv/ay between the

I/3iPri.nce William Sound communities of Whittier, Valdez, and Cordova; and

nk WHEREAS there 1is presently no designated route for the construction of
a future link between Portage and Whittier on the Federal Aid Highway Sys-
tem; and

WHEREAS the commissioner of the Department of Transportation and Public
Facilities has authority to designate such a route and request its inclusion
in the Federal Aid Highway System;

BE IT RESOLVED by the Alaska State Legislature that the Governor is
respectfully requested to direct the commissioner of transportation and pub-
lie facilities to designate a route for construction of a highv/ayfzxd tunnel
link from the end of the federal aid highway at Portage Glacier Visitors

enter to the Port of Whittier, and to request its inclusion in the Federal

\id Highv/ay System; and be it
1 SCR 100



FURTHER RESOLVED that the Governor 1is respectfully requested to direct
the commissioner of transportation and public facilities to consult with the
U.S. Forest Service, Department of Agriculture, to obtain necessary right-

of-way for the designated federal aid highway route.

SCR 100



COMMITTEE REPORT
SENATE

FURTHER:
5/3/78

Date: W yp.hl 3 1<]70

1 1
Mr. President:

The Committee on RULES has had SCR 100
Federal Aid Highway Systenm

under consideration and (a majority of the committee) -{-the.”committee

reports—- it backh-as”~fol-lows) o\ ye.c/.A cv. K-j- "N -
i-C.°% 7h
( ) 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 () new title ( ) same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note

( ) reports it back without recommendation

( ) and recommends it be referred to the Committee
MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:
- J-
Chairman

S 60 (rev. 6/77)



COMMITTEE REPORT

JA*
SENATE
FURTHER r
4/11/78
Date: /,
Mr. President:
The Committee on ___ COMMERCE has had SCR 100

Federal Aid Highway System

under consideration and (a majority of the committee) (the committee
reports it back as follows)

recommends it do pass ( ) recommends it donot pass
< recommends it do pass with attached amendment(s) )

( ) recommends it be replaced with CS for

and () new title ( ) same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note
( ) reports it back without recommendation

( ) and recommends it be referred to the Committee

OTHER RECOMMENDATION

y r/Mf

J/Chairman” 1T
60 (rev. 6/77)



b I
AMENDMENT -7

Offered 1in the SENATE: By: Senate Commerce Committff

To: Amend SENATE BILL No, SCR 100

HOUSE BILL No,

Page : Line:

Page one, Lines 12, 15 and 19:

Delete the word "Whittier" attd=atjd=?he”™vord”™ "Prince William Sound™.

Page One, Line 28:
@& »

NeletEmThEuWo”ds "Port of Whittier" aNEh-ADBATHE---wQRDS Wrince



o B~ W

20
21

22

24

8

28

29,

Introduced: 4/11/78
Referred: Commerce, State
Affairs and Finance

IN THE SENATE BY THE COMMERCE COMMITTEE
SENATE BILL NO. 585
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act appropriating $250,000 for the state share of
the project cost of the Portage to Bear Valley Road."
BE IT ENACTED BY THELEGISLATURE OF THE STATE OF ALASKA:
* Section 1. Thesum of $250,000 is appropriated from the general fund to
the Department of Transportation and Public Facilities for the state contri-
bution to the federal aid highway project for construction of a highway from

Portage to Bear Valley Road.

SB 585

pra”3grarm n3>Zimi ” ThelB33:;



02-519 (REV 8/78)
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[, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.



COMMITTEE REPORT

[ it HOUSE
FURTHER:
Date:
Mr. Speaker:
The Committee on has had

under consideration and (a majority of the committee) (the committee
reports it back as follows)

( ) recommends it dopass ( ) recommends it do not pass
( ) recommends it dopass with attached amendment(s)

( ) recommends it bereplaced with CS for

and () new title ( ) same title
( ) AND attaches a Letter of Intent ( ) New Fiscal Note
( ) reports it back without recommendation
( ) and recommends it be referred to the Committee
MEMBERS SIG#JNG DO PASS: OTHER RECOMMENDATIONS:
* 1 ff

Chairman

H 60 (rev. 6/77)



(Original sponsor: Rules Con.nittee by Offered: — 6/9/78
request of the Governor Referred: Finance

BY THE SPECIAL COMMITTEE ON THE
IN THE SENATE SALE OF ROYALTY OIL AND GAS

HOUSE CS FOR SENATE CONCURRENT RESOLUTION NO. 102
i IN THE LEGISLATURE OF THE STATE OF ALASKA
A TENTH LEGISLATURE - SECOND SESSION
Relating to a direct investment by
i the state in the Alaska natural
gas pipeline project.

B BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
1 WHEREAS, Northwest Alaskan Pipeline Company has beenselected by the
m President and the Congress of the United States to construct a pipeline to
» |transport Alaskan natural gas from Prudhoe Bay to markets in the lower 48
\} |states ; and

! WHEREAS, the cost of the project is estimated to be 10.5 billion dollars
4 3.7 billion dollars of which willbe used to construct over 700miles of
Kk |pipeline in Alaska; and
Hi WHEREAS, timely completion of ticft Alaska Highway Natural Gas project to
y transport North Slope natural gas is a .natter of vital concern to the nation*:
in energy future; and
) WHEREAS, construction of the project may produce important social 3nd
ﬂleconomic benefits for the people of Alaska, including new jobs, increased
. Istate and local tax revenue, enhanced availability of natural gas for Alaskan

communities, and stimulus and expansion of private enterprise, including
=i greater potential for dewe.".oprer.t of m-state manufacturing, refining, and

processing facilities; ana

WHEREAS, Northwest Alaskan Pipeline Company has advised the state that

A it would be of substantial assistance no the company in constructing the gas
3 line if the su..tte were to provide :iaui.ciui a_d, both tniough the means of
;1 creating an authority with the power to r.ssue nax-iree hoiitiu tor investment

in the pipeline and through the meant of direct investment in the pipeline;
KCSSLK IL%2
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and

WHEREAS, Northwest Alaskan Pipeline Company has asserted that a direct
investment up to a maximum of I500,000,000 in the pipeline would be benefi-
cial to Alaska and would create a substantial return to Alaskans on the
dollars invested; and

WHEREAS, unlike the creation of an authority to issue tax-free bonds, a
direct investment would be a direct commitment of taxpayers®™ funds to the
project and should only be undertaken after the legislature and the admini-
stration have had an opportunity to completely review all the economic data
pertaining to the pipeline, the final financial plan for construction of the
entire transmission system and have made a determination as to the effect of
early withdrawal of gas from the Prudhoe Bay reservoir; and

WHEREAS, if a decision is made by the state to participate In the direct
financing of the project during the First Session of the Eleventh Legisla-
ture, this decision will materially assist the project®s planners;

BE IT RESOLVED by the Alaska State Legislature that

(1) There is established a joint interim committee on gas pipeline

financing to review and consider possible direct investment by the State of
Alaska in the pipeline project. The committee consists of three members from
each house appointed by the presiding officer of each house. The committee
shall elect its chairman.

(2) the committee, in consultation with the governor, shall deter-

i mine if direct state financial participation in the project appears to be in

the best interest of the stace;

(3 if it is determined that such participation 1is desirable, the
committee, again in consultation with the governor, shall prepare, and pro-
pose to the legislature, legislation to authorize a maximum of $500,000,000
in direct state financial participation;

(4 the committee shall submit a written report to the legislature
HCSSCR 102 -2-






April ~0, 1978

The Honorable John Rader
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mr. President:

Under authority of art. 111, sec. 18 of the Alaska
Constitution, and in accordance with AS 24.30.060(b) and
the Uniform Rules of the Alaska State Legislature, 1 am

today transmitting a bill for the creation of an
authority to issue revenue bonds to aid in the financing
of the Northwest Alaskan Pipeline project. This project

can be of immeasurable aid to the State of Alaska. It can
insure that v/e derive massive revenue from the use of our
royalty gas and from taxes. The project can provide as

many as 20,000 jobs for Alaskans and can 1insure real
economic benefit to our state for years to come.

The authority 1 propose v/ill be in a position to 1issue
bonds backed solely by possible revenue from the pipeline
project itself. No credit of the state v/ill he involved
in this transaction. In order to market the bonds, it
will be necessary to obtain an amendment to the Internal
Revenue Code making the bonds tax-exempt, and v/e v/ill not
be able to issue the bonds until that occurs.
Nonetheless, it is critical 1in order to obtain that
exemption that v/e first establish the legal mechanism to
issue the bonds, and that 1is what this measure Vv/ill
accompli sh.

I am also submitting a vresolution which asks the
Legislative Council to establish an interim committee on
gas pipeline financing. There 1is no v/ay today that
anyone can say with assurance whether a direct investment
in the pipeline would be a good idea or a bad idea since
the facts are not sufficiently developed to make an
evaluation. It is necessary, hcwever, that v/ move
forward with considering the proposal. I have directed
members of my administration to v/ork closely with the
legislature as the legislature may consider proper in the

mll IV It 1°HAIBB M HIiEVMIH



interim in reaching a decision on this matter, and | urge
the Ilegislature to take all necessary steps, 1including
the adoption of the resolution, to get the process going.

The amounts of money 1involved 1in this transaction are
enormous, but 11t 1is critical to realize that we are
making no commitment now to back the project with any
credit of the state. We should not be afraid to assist
the project, however, iIn obtaining its own financing.
The Dbill I am submitting, which closely follows the
structure of the Alaska Industrial Development Authority,
and the resolution | am submitting in conjunction with
the bill should accomplish these ends.

Sincerely,

Jay S. Hammond
Governor

Lowell Thomas, Jr.
Lieutenant Governor



THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

JDS-CAJUIKQIE.

|, REQUEST
Bill/Resolution No. SCR. J.Q2

Title Relating to a direct investment by the state In the Alaska Natural
Requested bv Governoris-~ ctlice DateGas PTFATTmT~Prbjer

Il. FISCAL DETAIL
Agency Affected Revenue

Program Category Affected
Budget Request Unit(s) Affected

F.XPENDITURF.S  (Thousands of Dollars)

FY 78 FY 79 FY 80  FY Sl FY 82 FY S3

100 PFRSONAI. SERVICES

200 TRAVEL

300 CONTRACTUAL 200.0
400 COMMODITIES

200 Eg
600 ND ScSTRUrIURFS
700  GRANTS. CLAIMS. FTC.

TOTAL 2000  -0- -0- -0- -0-

FUN'DING  (Thousands of Dollars)

GENERAL FUND 2000  -0- -0- -0- -0-
FEDERAL FUNDS
OTHER (Specify)

POSITIONS

FULI. TIME. -
PART TIME.
TEMPORARY

Il ANALYSIS (See Fiscal Note Preparation Instructions, Section Il1)

This money will be used to hire legal and financial counsel to
implement the Resolution of producing a negotiated Northwest

financing agreement.

IV. DATE

o AGENCY Deportt-cnt ol .lievanno,.
Original: Leglslanve Finance PHONE 405-2300__
o Budget and Management

Prime Sponsor (First Legislator Named)
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TO: Hon. Hugh Malone, Speaker, House of Representatives
FROM: Matthew D. Berman, Ph. D., economist, Trustees for Alaska,

Anchorage, Alaska
SUBJECT: State Financial Assistance to the A.lean Pipeline Projec!

May 15, 1978

The House of Representatives 1is considering the merits of
two proposals to assist financing of the Alaska Highway Natural
Gas Pipeline project: HB 943, creating the Julaska Gas Pipeline
Financing Authority, with the power to issue tax-exempt revenue
bonds, and HCR 125, relating to direct equity investment in the
project. The Bill and the Resolution are based on the "finding"
of the Legislature that timely construction of the pipeline is
in the best interest of the state.

This finding may be 1in error, for the following reasons:

1) It is not known at present what is the magnitude of the
impact of the loss of field pressure, from gas wi.thdrawal on the
difficulty of oil recovery;

2) The economic interests of the State of Alaska differ in
several crucial ways from those of the operators (or the Federal
Government);

3) The interaction of petroleum engineering and the divergence
of economic interests may mean that it is far superior financially
for the state to have gas sales delayed for several years.

Impact of the loss of field pressure on oil recovery

The state"s petroleum engineer!ng mode:l of the Sadlerochit
formation shows that the rate of wi thdrawal of gas and the timing
of gas withdrawals have a substantie] impact on ultimata recovery
of oil and gas from the field and on the costs of recovery of a
given amount of oil. However, this model is seriously out of date,
since 1t was prepared in advance of any production data from the
field. Since billions of dollars of state revenue are at stake,
iIt. is imperative that the Lcgislature request that an up-to-date
model be prepared to calculate the tradeoffs involved . 77nis
should be done before ciny commitmen ts are made to assist the
natural gas pipeli.no.

Divergence of state and producersl financial 1interests

There arc at least three reasons why the interests of the
State of Alaska and those of the operators arc likely to diverge



on the 1issue of the preferred production rates over time fo;
the field.

1) One of these reasons, outlined in the Doscher and Dougherty
report prepared for the Legislative Affairs Office, 1is that the
capital recovery Tfactor which the oil companies use to discount
future cash flows differs from that of the state. Two reasons
for the discrepancy are a) future oil company income will pav
corporate income taxes before it is given to the stockholders,
so the before-tax rate of return must be substantially higher
than bank interest races; b) the rate of return which the state
can achieve on the Permanent Fund 1is lower than the after-tax
income available to the oil companies from other operations.

Both these factors tend to increase the discount rate for the
operators relative to the state. This causes the operators to
want to realize income from oil (and gas) withdrawals more quickly
than the state, other things equal.

2) The state earns most of its income from royalties and
severance taxes (i.e., sales of oil and gas), while the operators
seek profits (i.e., sales less costs). This means that the state
would like to nave the operators undertake cill activities which
increase the discounted cash flow of royalties and severance
taxes, while the oil companies also consider the cost to them of
these recovery procedures.

3) State oil revenues are earned at pump station one. The
operators, on the other hand, sell a final product to consumers,
and own the. oil transportation systems. Since the state does
not earn much 1income from the oil pipeline, pipeline tariffs
affect the revenues to the state much more strongly than they
affect the profits of the producers. One of the most important
variables affecting pipeline tariffs is the rate of throughput,
and it is clearly in the economic interests of the state to have
more throughput, other things equal.

Timing of gas sales tc serve the sfate®s be interest

There 1is some minimum time path of expected natural gas
wellhead prices below which the oil companies will prefer to
reinject gas to maintain field pressure rather than sell it.
There: 1s also a time path of expected ga.s prices below which
it is in the state®s interest to retain the gas, but this
price threshold must be much higher for the state* than for ;
oil. companies. Because of the complex interactions of oil field
operations and pipeline throughput, on the discounted cash Tflows
(which differ for the state and the operators), delay of gas
sales r.iay be the most powerful and cost-eff» ctive method of in—
suring oil conservation to maximize the financial benefits Lu
the state from its 0Oil, and gas resources.



Those 1issues involved in the tradeoffs between gas sales and
oil revenues, and how the state interest differs from the opera-—
tors®™ interest, are of critical importance to the state if it
wishes to consider any kind of financial assistance for the
Alcan gas pipeline. The state should certainly not put itself
in the position of expediting construction of the line if. delay
of construction is actually a far more favorable policy.

Before the state commits itself to any type of financial
assistance to the gas pipeline, it should commission a separate
financial analysis, using the updated oil field engineering
model, to see how state interests might best be served in terms
of the discounted cash flow of revenue. This financial analysis,
which should be performed indecently of the field model by
consultants not connected to the oil industry or petroleum engin—
eering, should examine the discounted cash flows arising out of
of alternative specific oil and gas production strategics. Some
of the 1issues which this study should examine are the revenue
streams associated with changes in the timing of gas sales, and
the advantages of using gas reinjection as a more cost-effective
means of increasing ultimate oil recover}"™ than various recovery
operations.

HCR 88 is a Resolution currently being considered by the
House which would direct the Legislative Affairs Agency to
retain a consultant to carry out a comprehensive study of pos—
sible avenues of state financial participation in the Alcan
project. The issues discussed in this memorandum suggest that
mthis Resolution be amended to contain a provision both for a
revised oil field engineering model, to be prepared and for a
financial analysis using that model to clarify the state’s
revenue position with respect to the timincr of ga; sales.



Original sponsor: Rules Committee by Offered:_ 6/9/78
request of the Governor Referred: Finance

BY THE SPECIAL COMMITTEE ON THE
IN THE SENATE SALE OF ROYALTY OIL AND GAS

HOUSE CS FOR SENATE CONCURRENT RESOLUTION NO. 102
IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - SECOND SESSION
Relating to a direct investment by

the state in the Alaska natural
gas pipeline project.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
WHEREAS, Northwest Alaskan Pipeline Company has been selected by the
President and the Congress of the United States to construct a pipeline to

transport Alaskan natural gas from Prudhoe Bay to markets in the lower 48

states; and
WHEREAS, the cost of the project is estimated to be 10.5 billion dollars
3.7 billion dollars of which will be used to construct over 700 miles of

pipeline in Alaska; and

WHEREAS, timely completion of the Alaska Highway Natural Gas project to
transport North Slope natural gas is a matter of vital concern to the nation ™
energy future; and

WHEREAS, construction of the project may produce important social and
economic benefits for the people of Alaska, including new jobs, increased
state and local tax revenue, enhanced availability of natural gas for Alaskan
communities, and stimulus and expansion of private enterprise, including
greater potential for development of in-state manufacturing, refining, and
processing facilities; and

WHEREAS, Northwest Alaskan Pipeline Company has advised the state that
it would be of substantial assistance to the company in constructing the gas
line if the state v/ere to provide financial aid, both through the means of
creating an authority with the power to issue tax-free bonds for investment

in the pipeline and through the means of direct investment in the pipeline;
-1- HCSSCR 102



land
WHEREAS, Northwest Alaskan Pipeline Company has asserted chat a direct
p investment up to a maximum of $500,000,000 in the pipeline would be benefi-
_cial to Alaska and would create a substantial return to Alaskans on the
|dollars invested; and
WHEREAS, unlike the creation of an authority to issue tax-free bonds, a
:direct investment would be a direct commitment of taxpayersl funds to the
Iproject and should only be undertaken after the legislature and the admini-
Istration have had an opportunity to completely review all the economic data
pertaining tc the pipeline, the final financial plan for construction of the
entire transmission system and have made a determination as to the ef of
early withdrawal of gas from the Prudhoe Bay reservoir; and
WHEREAS, if a decision is made by the state to participate in the direct
financing of the project during the First Session of the Eleventh Legisla-
ture, this decision will materially assist the project"s planners;
BE IT RESOLVED by the Alaska State Legislature that

(1) There is established a joint interim committee on gas pipeline
financing to review and consider possible direct investment by the State of
Alaska in the pipeline project. The committee consists of three members from
each house appointed by the presiding officer of each house. The committee
shall elect its chairman.

(2) the committee, in consultation with the governor, shall deter-
mine if direct state financial participation in the project appears tobe
the best interest of the 3tate;

(3 if it is determined that: such participation 1is desirable, the
committee, again in consultation with the governor, shall prepare, and pro-
pose to the legislature, legislation to authorize a maximum of $500,000,000
in direct state financial participation;

(A) the committee shall submit a written report to the legislature
HCSSCR 102 -2-
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Original sponsor: Rules Committee by Offered: 6/9/78
request of the Governor Referred: Finance

BY THE SPECIAL COMMITTEE ON THE
[IN THE SENATE SALE OF ROYALTY OIL AND GAS

HOUSE CS FOR SENATE CONCURRENT RESOLUTION NO. 102
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
Relating to a direct investment by
the state in the Alaska natural
gas pipeline project.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, Northwest Alaskan Pipeline Company has been selected by the
President and the Congress of the United States to construct a pipeline to
itransport Alaskan natural gas from Prudhoe Bay to markets in the lower 48
Istates; and

WHEREAS, the cost of the project is estimated to be 10.5 billion dollars,
3.7 billion dollars of which will be used to construct over 700 miles of
pipeline in Alaska; and

WHEREAS, timely completion of the Alaska Highway Natural Gas project to
transport North Slope natural gas is a matter of vital concern to the nation®s
energy future; and

WHEREAS, construction of the project may produce important social and
economic benefits for the people of Alaska, including new jobs, increased
state and local tax revenue, enhanced availability of natural gas for Alaskan
communities, and stimulus and expansion of p. lvate enterprise, including
greater potential for development of in-state manufacturing, refining, and
processing facilities; and

WHEREAS, Northwest Alaskan Pipeline Company has advised the state that
it would be of substantial assistance to the company in constructing the gas

line if the state were to provide financial aid, both through the means of
creating an authority with the power to issue tax-free bonds for investment

in the pipeline and through the means of direct investment in the pipeline;
-1- HCSSCR 102



and

WHEREAS, Northwest Alaskan Pipeline Company has asserted that a direct
investment up to a maximum of $500,000,000 in the pipeline would be benefi-
cial to Alaska and would create a substantial return to Alaskans on the
dollars invested; and

WHEREAS, unlike the creation of an authority to issue tax-free bonds, a
direct investment would be a direct commitment of taxpayers®™ funds to the
project and should only be undertaken after the legislature and the admini-
stration have had an opportunity to completely review all the economic data
pertaining to the pipeline, the final financial plan for construction of the
entire transmission system and have made a determination as to the effect of
early withdrawal of gas from the Prudhoe Bay reservoir; and

WHEREAS, if a decision is made by the state to participate in the direct
financing of the project during the First Session of the Eleventh Legisla-
ture, this decision will materially assist the project"s planners;

BE IT RESOLVED by the Alaska State Legislature that

(1) There is established a joint interim committee on gas pipeline
financing to review and consider possible direct investment by the State of
Alaska in the pipeline project. The committee consists of three members from
each house appointed by the presiding officer of each house. The committee
shall elect its chairman.

(2) the. committee, 1in consultation with the governor, shall deter-
mine ii: direct state financial participation in the project appears to be in
the best interest of the state;

(3 if it is determined that such participation is desirable, the
committee, again in consultat®on with the governor, shall prepare, and pro-
pose to the legislature, legislation to authorize a maximum of $500,000,000
in direct state financial participation;

(4) the committee shall submit a written report to the legislature
1iCSSCR 102 -2-






Introduced: 4/20/78
Referred: Resources and
Finance

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

SENATE CONCURRENT RESOLUTION NO. 102 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISIATURE - SECOND SESSION

Relating to a direct investment
by the state in the Alaska natural
gas pipeline project.

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

WHEREAS, Northwest Alaskan Pipeline Company has been selected by the
President and the Congress of the United States to construct a pipeline to
transport Alaskan natural gas frcm Prudhoe Bay to markets in the lower 48
states; and

WHEREAS, the cost of the project is estimated to be 10.5 billion
dollars, 3.7 billion dollars of which will be used to construct over 700
miles of pipeline in Alaska; and

WHEREAS, timely completion of the Alaska Highway Natural Gas project
to transport North Slope natural gas is a matter of vital concern to the
nation"s energy future; and

WHEREAS, construction of the project may produce important social and
economic benefits for the people of Alaska, including approximately 20,000
new jobs, increased state and local tax revenue, enhanced availability of
natural gas for Alaskan communities, and stimulus and expansion of private
enterprise, including greater potential for development of in-state manu-
facturing, refining, and processing facilities; and

V7HEREAS, Northwest Alaskan Pipeline Company has advised the state that
it would be of substantial assistance to the company in constructing the
gas line if the state were to provide financial aid, both through the means
of creating an authority with the power to issue tax-free bonds for invest-
ment in the pipeline and through the means of direct investment in the

-1 SCR 102 am



pipeline; and
WHEREAS, Northwest Alaskan Pipeline Company has asserted that a direct
investment in the pipeline would be beneficial to Alaska, not only because
it would hasten the construction of the pipeline, but because it would
create a substantial return to Alaskans on the dollars invested; and
WHEREAS, unlike the creation of an authority to issue tax-free bonds,
a direct investment would be a direct commitment of taxpayers®™ funds to the
project and should only be undertaken after the legislature and the admini-
stration have had an opportunity tocompletely review all the economic data
pertaining to the pipeline, as well as the final financial plan for construc-
tion of the pipeline; and
WHEREAS, decision by the state not later than the first quarter of
1979 to participate in the direct financing of the project w J1 materially
assist the project, and thereby realize the potential benefits of the
project for Alaskans;
BE IT RESOLVED by the Alaska State Legislature that
() under provisions of AS 2A.05.180 and Rule 21, Uniform Rules
of the Alaska State Legislature, the presiding officer of each house shall
appoint three members from each house of the legislature to a joint interim
committee on gas pipeline financing, established to review and consider
a possible direct investment bythe State of Alaska in the pipeline project;
(2) the governor, inconsultation with the committee, IS respect-
fully requested to determine ifdirect state financial participation in the
project appears to be in the best interest of the state;
(3 if it is determined that such participation is desirable,
the governor, again in consultation with the committee, is respectfully
requested to prepare and propose to the legislature, legislation to authorize

direct state financial participation.

SCR 102 am -2



[, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm imanos on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
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of this State to microfilm its records and to dispose of the original records
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In order to establish the appropriate pupil
base for determination of the amount of categorical
aid to be allocated to the three districts during
this study, the Commissioner should 1identify
three districts that have been audited by the
Legislative Audit Division during the period of
June 30, 1977, and June 30, 1978.

Senate Finance Committee



< THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

(W FISCAL NOTE

|, REQUEST
Hi 11Resolution No. SCR 103 _ , , _
Title Relating to the establishment of a pilot program of financial support of public
Requested by Senate Finance Date schools.

Il.  FISCAL DETAIL
Agency Affected Education
Prodgram Category Affected Education
Budget Request Unit(s) Affected Executive Administration - Office of the Commissioner

EXPENDITURES  (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FY 82
100 PERSONAL SERVICES
?.00 TRAVEL
300 CONTRACTUAL 70.0 110.0 -0- -0-
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700  GRANTS. CLAIMS. ETC.

TOTAL 70.0 110.0 -0- -0-

FUNDING  (Thousands of Dollars)
GF.NERAL FUND 70.0 110.0 -0- -0-
FEDERAL FUNDS
OTHER (Specify)

POSITIONS
FULL TIME -0- -0- -0- -0-
PART TIME -0- -0- -0- -0-
TEMPORARY -0- -0- -0- -0-

Il ANALYSIS (See Fiscal Note Preparation Instructions, Section II)

See attached explanation.

') 10jh nojj
V. DATE A-26-78 KREKI%RED BY /Natxloix:, Pepulry”“oronTssioner
GENCY Department of Education
Original: Legislative Finance PHONE 465-2800
cC: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)



A thorough and credible evaluation will be necessary to
insure that the pilot in flexible application of resources
provides objective evidence as to the effects of this
approach. The potential importance of the pilot experience
should not be underestimated in that it could effect
Alaska®s system of school finance, district-state relations,
local policies and politics, educational program design,

and services to children.

Given the above, the foJlowing constitutes the best estimate
of the Department of Education in terms of the financial
support necessary to conduct the evaluation. All funds
expended would be contractual (300) and they would be awarded
on the basis of competitive bidding; except for the audit

of the evaluation. This contract would be established on

the basis of a direct Department of Education selection of

an auditor.

COSTS
FY-79
1. Overall evaluation design $.1.0,000
2. Implemented Evaluation 30,000

3. Design of uniform systen
of pupil accounting and

evaluation data base 25,000

4. Auditor 5, 000
70,000

FY- 80
1. Implemented Evaluation $40,000
2. Statewide extension of

pupil accounting systenm 50,000
3. School finance impact study

and report 15,000
4. Audit 5, 000

111), 000
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SENATE CONCURRENT RESOLUTION

Relating to the establishment of
a pilot program of financial
support of public schools in A3uska

WHEREAS state aid to school district programs in special education,
vocational education, correspondence, bilingual education and community schools
is categorical; and

WHEREAS categorical aid requires extensive local administrative emphasis
upon fund accounting; and

WHEREAS the local concerns and efforts of personnel should be directed
toward actual student services; and

WHEREAS the categorical funding mechanisms may interfere with the allocation
of resources at the local level on a need basis; and

WHEREAS programs funded on a categorical basis may not require all of the
resources allocated to provide the necessary services; and

WHEREAS the funds ir. excess ofthose required for the appropriate level of
service could be better utilized inareas of locally identified need; and

WHEREAS categorical aid often requires duplication of both administrative
and instructional services; and

WHEREAS another method of public school financial support might make beltei
use of existing resources;

THEREFORE, BE IT RESOLVED that the Department of Education be permitted
to conduct an experiment with Lhree school districts for a period of three
years beginning July 1, 1978. This experiment will be designed to investigate
the efficiency of state aid to these districts using a fiexible funding mechanism
which shall not exceed what the districts would otherwise receive from all forms
of state aid for education under Title 14of the Alaska Statutes; however,there
will be no decrease in the level ofeducational services required for any
student who is a participant in this experiment. This experiment will also
develop a method of quantitative assessment of the relationship between funding
and student services. The department shall submit to the Second Session of
the Eleventh Legislature an interim evaluation of the success and effectiveness
of the experiment, and a final report with recommendations to the First Session

of the Twelfth Legislature.

tsF7sc¢c-VvVr rryv -1 -1 e Ziizz



Introduced: 4/27/78
Referred: Finance

BY THE HEALTH, EDUCATION AND
IN THE SENATE SOCIAL SERVICES COMMITTEE

SENATE CONCURRENT RESOLUTION NO. 105
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
Relating to the establishment of a pilot
program of financial support of public
schools in Alaska.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS state aid to school district programs in special education,
vocational education, correspondence, bilingual education and community
schools 1is categorical; and

WHEREAS categorical aid requires extensive local administrative emphasis
upon fund accounting; and

WHEREAS the local concerns and efforts of personnel should be directed
toward actual student services; and

WHEREAS the categorical funding mechanisms may interfere with the allo-
cation of resources at the local level on a need basis; and

WHEREAS programs funded on a categorical basis may not require all of
the resources allocated to provide the necessary services; and

WHEREAS the funds in excess of those required for the appropriate level
of service could be better utilized in areas of locally identified need; and

WHEREAS categorical aid often requires duplication of both administra-
tive and instructional services; and

WHEREAS another method of public school financial support might make
better use of existing resources;

BE IT RESOLVED by the Alaska State Legislature that the Governor is
respectfully requested to permit the Department of Education to conduct an
experiment with three school districts for a period of three years beginning
July 1, 1978; this experiment will be designed to (1) investigate the effi-

-1- SCR 105
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ciency of state aid to these districts using a flexible funding mechanism
which shall equal what the districts would otherwise receive from all forms
of state aid for education under Title 14 of the Alaska Statutes; however,
there will be no decrease in the level of educational services required for
any student who is a participant in this experiment; and (2) develop a method
of quantitative assessment of the relationship between funding and student
services; and be it

FURTHER RESOLVED that the Department of Education shall submit to the
Second Session of the Eleventh Legislature an interim evaluation of the
success and effectiveness of the experiment, and a final report with recom-

mendations to the First Session of the Twelfth Legislature.

SCR 305 . M



TUI* LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST S
Bill/Rosoliition No. Q (LKs /c-.
‘Title ¢ J
Requested by

. FISCAL DETAIL
Agency Affected _
Program Category Affected
Budget Request Unit(s) Affected_

EXPENDITURES  (Thousands of Dollars)

FY 77
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
/00 GRANTS. CLAIMS. ETC.

TOTAL

FUNDING  (Thousands of Dollars)

POSITIONS

FULL TIME
PART 'TIME
TEMPORARY

III. ANALYSIS (Sec Fiscal Note Preparation Instructions, Section Ilf)

See attached explanation.

IV. DATE 4/21/78

AGENCY
Original: Legislative Finance PHONE

cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)
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uty Commissioner
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budget for Kotzebue et al Kcr.oluLion

A thorough owl credible cvaluotion will no ncccsgnry to
insure that Lin.- pilot in flexible application of resources
provides objective evidence as Lo the effects of this
approach. The potential importance of the pilot experience
should not be underestimated in that it could effect
Alaska®s system of school finance, district-state relations,

local policies ami politics, educational program design,
and services to children.

Given the above, the following constitutes the best estimate
of the Department of Education in terms of the financial
support necessary Lo conduct, the evaluation. All funds
expended would be contractual (300) and they would be awarded
on the basis of competitive bidding; except for the audit

of the evaluation. This contract would be established on

the basis o™ a direct Department of Education selection of

an auditor.

COSTS

FY-7D

Overall evaluation design $.1.0,000
Implcmented Evaluation 30,000
Design of uniform system
of pupil aocQuntjng and

evaluati.on dalLa base 20,000
Auditor 0,000
$70,000
FY-80
1 Implomon tel I"nvalnn Lion $10,000
¥ Statewide extension of
pup.il account ing system 00,000
School Tfinance impact study
and report 30 00
Audi t 0,000

$1.10,000



