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S U P P L E M E N T A L  I N F O R M A T I O N

F i s c a l  N o t e
p r o p o s e d  H o u s e  C S  f o r  C S  f o r  S B  309  ( F i n a n c e )

A l a s k a  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

T h e  p o t e n t i a l  f i s c a l  i m p a c t  o f  t h e  p r o p o s e d  H o u s e  C S  f o r  C S  
f o r  S B  3 0 9  ( F i n a n c e )  c a n n o t  b e  p r e c i s e l y  s p e c i f i e d ,  b e c a u s e  
i t  i s  u n k n o w n  a t  t h i s  t i m e  h o w  o f t e n  t h e  n e w  v a l u a t i o n  
m e c h a n i s m  w o u l d  b e  a p p l i e d  i n  t h e  f u t u r e  a n d  t o  w h a t  e x t e n t  
f u t u r e  c o n t r a c t  p r i c e s  w o u l d  d e v i a t e  f r o m  m a r k e t  v a l u e .

T h e  i m p a c t  o f  t h e  p r o p o s e d  H o u s e  F i n a n c e  C S  i s  l i m i t e d  t o  
g a s  s o l d  t o  r e g u l a t e d  g a s  a n d  e l e c t r i c  u t i l i t i e s .  T h e  
r o y a l t y  s h a r e  o f  g a s  s o l d  t o  r e g u l a t e d  g a s  a n d  e l e c t r i c  
u t i l i t i e s  w o u l d  b e  v a l u e d  u s i n g  s o l e l y  t h e  c o n t r a c t  p r i c e ,  
u n l e s s  t h e  c o m m i s s i o n e r  f i n d s ,  b a s e d  o n  c l e a r  a n d  c o n v i n c i n g  
e v i d e n c e ,  t h a t  t h e  p r i c e  i s  u n r e a s o n a b l y  l o w ,  t h e  
p r o s p e c t i v e  r e d u c t i o n  i n  r o y a l t y  r e c e i p t s  w o u l d  n o t  b e  
b a l a n c e d  b y  i n c r e a s e d  b e n e f i t s  t o  i n - s t a t e  g a s  a n d  e l e c t r i c  
c o n s u m e r s ,  t h e  l e s s e e  a n d  t h e  u t i l i t y  a r e  r e l a t e d  t o  e a c h  
o t h e r ,  a n d  t h e  c o n t r a c t  p r i c e  i s  n o t  i n  t h e  b e s t  i n t e r e s t  o f  
t h e  s t a t e .  ( A l l  f o u r  c o n d i t i o n s  w o u l d  h a v e  t o  c l e a r l y  a n d  
c o n v i n c i n g l y  e x i s t  i n  o r d e r  n o t  t o  u s e  t h e  c o n t r a c t  p r i c e . )  
T h u s ,  t h e  c o n t r a c t  p r i c e  w o u l d  b e  u s e d  i n  v i r t u a l l y  a l l  
f o r e s e e a b l e  i n s t a n c e s  i n v o l v i n g  s a l e s  t o  r e g u l a t e d  g a s  o r  
e l e c t r i c  u t i l i t i e s .

T h e  f i s c a l  i m p a c t  o f  S e c t i o n  2 o f  t h e  b i l l  w o u l d  d e p e n d  o n  
t h e  e x t e n t  t o  w h i c h  c o n t r a c t  p r i c e s  d i f f e r  f r o m  v a l u e  i n  t h e  
f u t u r e .  G a s  t h a t  w i l l  b e  s o l d  t o  r e g u l a t e d  g a s  a n d  e l e c t r i c  
u t i l i t i e s  i s  l i k e l y  t o  c o m e  p r i m a r i l y  f r o m  C o o k  I n l e t ,  a t  
l e a s t  i n  t h e  n e a r  t e r m .  T h e  s t a t e ' s  r o y a l t y  s h a r e  o f  C o o k  
I n l e t  g a s  r e s e r v e s  n o t  p r e s e n t l y  c o m m i t t e d  t o  a  c o n t r a c t  i s  
a b o u t  190  b i l l i o n  c u b i c  f e e t  ( B C F ) ,  o f  w h i c h  s o m e  p o r t i o n  
w o u l d  l i k e l y  b e  s o l d  f o r  l o c a l  c o n s u m e r  u s e s .  I f  v a l u e  i s  
h i g h e r  t h a n  c o n t r a c t  p r i c e  b y  1 0 $ ,  2 5 C  a n d  $ 1 . 0 0  p e r  m c f  f o r  
h a l f  o f  t h e  s t a t e ' s  s h a r e  o f  C o o k  I n l e t  r o y a l t y  g a s  n o t  
p r e s e n t l y  c o m m i t t e d  t o  a  c o n t r a c t ,  t h e n  s t a t e  r e v e n u e s  w o u l d  
b e  r e d u c e d  b y  $ 9 . 5  m i l l i o n ,  $ 2 3 . 7 5  m i l l i o n  a n d  $95  m i l l i o n ,  
r e s p e c t i v e l y ,  a s  a  r e s u l t  o f  b a s i n g  t h e  r o y a l t y  p a y m e n t  o n  
t h e  c o n t r a c t  p r i c e  r a t h e r  t h a n  o n  t h e  m a r k e t  v a l u e  o f  t h e  
g a s .  A n y  r o y a l t y  i n c o m e  l o s t  t o  t h e  s t a t e  a s  a  r e s u l t  o f  
u s i n g  s o l e l y  t h e  c o n t r a c t  p r i c e  t o  d e t e r m i n e  t h e  r o y a l t y  
p a y m e n t  w o u l d  g o  d i r e c t l y  t o  b e n e f i t  l o c a l  g a s  a n d  e l e c t r i c  
c o n s u m e r s .

S e c t i o n s  3 a n d  4 o f  t h e  b i l l  g i v e  t h e  c o m m i s s i o n e r  
a u t h o r i t y ,  u p o n  l e g i s l a t i v e  a p p r o v a l ,  t o  e n t e r  i n t o  a n  i n  
k i n d  r o y a l t y  g a s  s a l e  t o  a  g a s  o r  e l e c t r i c  u t i l i t y  " a t  a  
n e g o t i a t e d  p r i c e . "  I t  i s  i m p l i e d  b u t  n o t  e x p r e s s l y  s t a t e d  
t h a t  t h e  s a l e  m a y  b e  a t  a  p r i c e  b e l o w  m a r k e t  v a l u e .
T h e  f i s c a l  i m p a c t  o f  t h e s e  s e c t i o n s  w o u l d  b e  c o n s i d e r e d  b y  
f u t u r e  l e g i s l a t u r e s  r e v i e w i n g  a n  i n  k i n d  s a l e  p r o p o s e d  b y  
t h e  c o m m i s s i o n e r .  I f  t h e  c o m m i s s i o n e r  p r o p o s e d  t o  s e l l  
r o y a l t y  g a s  a t  a  p r i c e  b e l o w  m a r k e t  v a l u e ,  a n d  t h e  
l e g i s l a t u r e  a p p r o v e d  i t ,  f u t u r e  r o y a l t y  i n c o m e  w o u l d  b e  
r e d u c e d .



T h e  p r o p o s e d  H o u s e  F i n a n c e  C S  w o u l d  a l l o w  i m p l e m e n t a t i o n  o f  
t h e  d e p a r t m e n t ' s  p r e l i m i n a r y  s e t t l e m e n t  a g r e e m e n t  w i t h  
C h u g a c h  E l e c t r i c ,  w h i c h  w o u l d  v a l u e  B e l u g a  f i e l d  p r o d u c t i o n  
p u r c h a s e d  b y  C h u g a c h  u n d e r  e x i s t i n g  c o n t r a c t s  a t  7 5 < : / m c f ,  
s u b j e c t  t o  t h e  p a s s a g e  o f  t h e  l e g i s l a t i o n .  T h i s  v a l u e  i s  
o n e - h a l f  t h e  s t a t e ' s  J a n u a r y  o f f e r  t o  s e t t l e  t h e  p r i c i n g  
d i s p u t e  a t  $ 1 . 5 0 / m c f ,  w h i c h  w a s  r e j e c t e d  b y  t h e  B e l u g a  
p r o d u c e r s  w h o  s e l l  t o  C h u g a c h .  I f  t h e  d i s p u t e  h a d  b e e n  
s e t t l e d  a t  $ 1 . 5 0 / m c f  u n d e r  e x i s t i n g  l a w ,  t h e  s t a t e  w o u l d  
h a v e  r e c e i v e d  $ 1 . 9  m i l l i o n / y e a r  i n  n e w  r o y a l t y  i n c o m e  f r o m  
t h e  B e l u g a  f i e l d .  S e t t l e m e n t  a t  7 5 $ / m c f ,  a s  w i l l  o c c u r  i f  
t h e  p r o p o s e d  H o u s e  F i n a n c e  C S  i s  a d o p t e d ,  w i l l  i n c r e a s e  
s t a t e  r o y a l t y  r e v e n u e s  f r o m  B e l u g a  p r o d u c t i o n  b y  a b o u t  
$ 8 1 0 , 0 0 0 / y e a r ,  b e c a u s e  t h e  s t a t e ' s  s h a r e  o f  t h i s  p r o d u c t i o n  
i s  c u r r e n t l y  v a l u e d  a t  2 1 t / m c f  b y  t h e  p r o d u c e r s .  T h i s  
i n c r e a s e  i n  s t a t e  r o y a l t y  r e v e n u e s  i s  l e s s  t h a n  w o u l d  h a v e  
b e e n  e x p e c t e d  i f  1)  t h e  s t a t e ' s  $ 1 . 5 0 / m c f  s e t t l e m e n t  o f f e r  
h a d  b e e n  a c c e p t e d ,  o r  2 ) t h e  s t a t e  h a d  s u c c e s s f u l l y  p u r s u e d  
i t s  l e g a l  a r g u m e n t s  r e g a r d i n g  t h e  v a l u e  o f  t h e  s t a t e ' s  
r o y a l t y  s h a r e  u n d e r  t h e  e x i s t i n g  l e a s e  t e r  =? a n d  e x i s t i n g  
l a w .



S U P P L E M E N T A L  I N F O R M A T I O N

F i s c a l  N o t e  f o r  A m e n d m e n t  #1 
o f  p r o p o s e d  H o u s e  C S  f o r  C S  f o r  S B  309  ( F i n a n c e )

A l a s k a  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

T h e  p o t e n t i a l  f i s c a l  i m p a c t  o f  A m e n d m e n t  #1 ( r e l a t e d  t o  
v a l u a t i o n  o f  N o r t h  S l o p e  r o y a l t y  g a s )  o f  t h e  p r o p o s e d  H o u s e  
C S  f o r  C S  f o r  S B  3 0 9  ( F i n a n c e )  c a n n o t  b e  p r e c i s e l y  
s p e c i f i e d ,  b e c a u s e  i t  i s  u n k n o w n  a t  t h i s  t i m e  h o w  o f t e n  t h e  
n e w  v a l u a t i o n  m e c h a n i s m  w o u l d  b e  a p p l i e d  i n  t h e  f u t u r e  a n d  
t o  w h a t  e x t e n t  f u t u r e  c o n t r a c t  p r i c e s  w o u l d  d e v i a t e  f r o m  
m a r k e t  v a l u e .

T h e  p r o p o s e d  a m e n d m e n t  p r o v i d e s  t h a t ,  f o r  N o r t h  S l o p e  g a s  
t h a t  w i l l  b e  e x p o r t e d  o u t  o f  s t a t e ,  t h e  c o m m i s s i o n e r  m a y  
e n t e r  i n t o  a n  a g r e e m e n t  w i t h  t h e  l e s s e e  t o  u s e  a  c o n t r a c t  
p r i c e  i f  t h e  c o m m i s s i o n e r  m a k e s  a  w r i t t e n  f i n d i n g  t h a t  t h e  
c o n t r a c t  p r i c e  a s s u r e s  t h e  r e c e i p t  o f  m a x i m u m  b e n e f i t s  t o  
t h e  p e o p l e  o f  t h e  s t a t e  i n  r e t u r n  f o r  t h e  s t a t e ' s  r e s o u r c e s .  
T h e  l e s s e e  m u s t  d e m o n s t r a t e  b y  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  
t h a t  t h e  v a l u e  o f  t h e  g a s  i s  r e f l e c t e d  b y  t h e  g a s  s a l e s  
c o n t r a c t  r a t h e r  t h a n  b e i n g  a t t r i b u t a b l e  t o  t r a n s p o r t a t i o n ,  
m a r k e t i n g ,  m a n u f a c t u r i n g ,  o r  o t h e r  p r o f i t  o r  c o s t  c e n t e r s .

T h e  s t a n d a r d  a r t i c u l a t e d  a b o v e  ( m a x i m u m  b e n e f i t s  t o  t h e  
p e o p l e  o f  t h e  s t a t e )  c o u l d  a l l o w  t h e  c o m m i s s i o n e r  t o  
p u r p o s e l y  f o r g o  p o t e n t i a l  r o y a l t y  i n c o m e  i n  r e t u r n  f o r  o t h e r  
b e n e f i t s  t o  t h e  p e o p l e  o f  t h e  s t a t e .

U n d e r  t h e  p r o p o s e d  a m e n d m e n t ,  t h e  c o m m i s s i o n e r  w o u l d  h a v e  
t h e  d i s c r e t i o n  t o  u s e  a  c o n t r a c t  p r i c e  r a t h e r  t h a n  r e l y i n g  
o n  t h e  s t a n d a r d s  i n  t h e  l e a s e  f o r m  t o  e s t a b l i s h  v a l u e .  T o  
t h e  e x t e n t  t h a t  a  c o n t r a c t  p r i ^ e  d i f f e r s  f r o m  m a r k e t  v a l u e  
o v e r  t i m e ,  o r  f r o m  t h e  v a l u e  e s t a b l i s h e d  i n  o t h e r  s a l e s  f r o m  
t h e  f i e l d ,  r o y a l t y  i n c o m e  w o u l d  b e  r e d u c e d .

T h e  s t a t e ' s  r o y a l t y  s h a r e  o f  N o r t h  S l o p e  g a s  r e s e r v e s  i s  
a b o u t  4 . 5  t r i l l i o n  c u b i c  f e e t  ( T C F ) .  A s s u m i n g  v a l u e  i s  
h i g h e r  t h a n  c o n t r a c t  p r i c e  b y  I O C ,  2 5 C  a n d  $ 1 . 0 0  p e r  m c f  f o r  
t h e  e n t i r e  N o r t h  S l o p e  r o y a l t y  s h a r e ,  r o y a l t y  r e v e n u e s  t o  
t h e  s t a t e  w o u l d  b e  r e d u c e d  b y  $450  m i l l i o n ,  $ 1 . 1  b i l l i o n  a n d  
$ 4 . 5  b i l l i o n ,  r e s p e c t i v e l y ,  a s  a  r e s u l t  o f  b a s i n g  t h e  
r o y a l t y  p a y m e n t  o n  t h e  c o n t r a c t  p r i c e  r a t h e r  t h a n  t h e  m a r k e t  
v a l u e  o f  t h e  g a s .



H O U S E  CS F O R  CS F O R  S E N A T E  B I L L  NO. 309 (Finance)

IN T H E  L E G I S L A T U R E  OF T HE S TA TE  OF A L A S K A  

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

A BILL

F o r  an A c t  entitled: "An A c t  r e l a t i n g  to r o y a l t y  gas contra ct s ; a n d  p r o­

vi d i n g  f or an e f f e c t i v e  date."

BE IT E N A C T E D  BY T HE L E G I S L A T U R E  O F  TH E S TA TE  OF ALASKA:

* S e c t i o n  1. FI N DINGS. T h e  l e g i s l a t u r e  finds that the b e s t  i n t e r e s t  of 

t he s tate w i l l  b e  s e r v e d  if the c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  is a u­

tho r i z e d  to e s t a b l i s h  the i n - v a l u e  r o y a l t y  for gas s o l d  to a gas or e l e c­

tric u t i l i t y  b y  u s i n g  the c o n t r a c t  p r i c e  b e t w e e n  the le ssee of the state 

a n d  the utility, w h e t h e r  or n o t  the gas lease e s t a b l i s h e s  a d i f f e r e n t  s t a n­

da r d  f o r  the v a l u a t i o n  a n d  if the l e ss ee  and the u t i l i t y  are n o t  r e l a t e d  to 

e a c h  other. T h e  l e g i s l a t u r e  finds that this a u t h o r i z a t i o n  s ho u ld  a p p l y  

p r o s p e c t i v e l y  a n d  does n o t  i n t e n d  the a u t h o r i z a t i o n  to a p p l y  to the v a l­

u a t i o n  for r o y a l t y  p u r p o s e s  of gas sold b y  a le ssee u n d e r  a gas sales 

c o n t r a c t  e n t e r e d  into b e f o r e  the e f f e c t i v e  date of this Act. T he l e g i s l a­

ture does n o t  i n t e n d  this A c t  to a p p l y  to the p o l i c i e s  o f  the state r e g a r d­

ing the v a l u e  of the state's r o y a l t y  share of oil prod uc ti on .

* Sec. 2. AS 3 8 . 0 5 . 1 8 0  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

(aa) W i t h i n  90 days af te r  the w r i t t e n  r e q u e s t  of a lessee of a 

l ease i s s u e d  u n d e r  this section, the c o m m i s s i o n e r  shall enter into an 

a g r e e m e n t  w i t h  the l e s s e e  to u s e  the p r i c e  for the gas e s t a b l i s h e d  in 

the c o n t r a c t  b e t w e e n  the lessee a n d  a gas or e l e c t r i c  u t i l i t y  as the 

v a l u e  of the stat e 's  r o y a l t y  share of gas p r o d u c t i o n  sold b y  the 

lessee u n d e r  the c o n t r a c t  u n l e s s  the c o m m i s s i o n e r  m a k e s  a w r i t t e n  

finding, b a s e d  on cl e ar  a n d  c o n v i n c i n g  evidence, that

(1) the c o n t r a c t  p r i c e  is u n r e a s o n a b l y  low;
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(2) the p r o s p e c t i v e  r e d u c t i o n  in r o y a l t y  r e c e i p t s  w o u l d  n ot 

b e  b a l a n c e d  b y  i n c r e a s e d  b e n e f i t s  to i n - st a te  gas a n d  e l e c t r i c  c o n­

sumers ;

(3) the l es s ee  a n d  the u t i l i t y  are r e l a t e d  in m an a ge me nt , 

ownership, or o t h e r  aspect; and

(4) the c o n t r a c t  p r i c e  is n o t  in the b e s t  i n t e r e s t  o f  the

state.

(bb) N o t w i t h s t a n d i n g  (aa) of this section, in the ev en t  of a 

c o n t ra ct  for the sale o f  r o y a l t y  gas f r o m  N o r t h  S l o p e  gas leases that 

p r o v i d e s  f or d e l i v e r y  of the gas t h r o u g h  a p i p e l i n e  f or export out of 

the state, the c o m m i s s i o n e r  m a y  e n t e r  into an a g r e e m e n t  w i t h  the 

l es se e to u s e  the p r i c e  for the gas e s t a b l i s h e d  in the gas sales 

con tr ac t as the v a l u e  of the state's r o y a l t y  share of gas p r o d u c t i o n  

sold b y  the l e s se e u n d e r  the gas sales c o n t ra ct  if the c o m m i s s i o n e r  

m a k e s  a w r i t t e n  f i n d i n g  that the c on tr a c t  p ri ce  assu re s the r e c e i p t  of 

m a x i m u m  b e n e f i t s  to the p e o p l e  of the state in r e t u r n  for the state's 

resources. To o b t a i n  the a g r e e m e n t  a l l o w e d  in this subsection, a 

le ssee m u s t  file a w r i t t e n  r e q u e s t  w i t h  the c o m m i s s i o n e r  w i t h i n  90 

days a f te r the f ir st  d e l i v e r y  o f  gas u n d e r  the gas sales contract. 

T he c o m m i s s i o n e r  shall act in w r i t i n g  on the r e q u e s t  w i t h i n  120 days 

of r e c e i v i n g  the w r i t t e n  request. T h e  a g r e e m e n t  b e t w e e n  the lessee  

and the c o m m i s s i o n e r  m a y  b e  f or a l esser p e r i o d  of time t h a n  the 

l ength of the lessee's gas sales c o n tr ac t an d  m a y  p r o v i d e  for p e r i o d i c  

r e v i e w  of the r o y a l t y  v a l u e  t e r m  b y  the c ommissioner. The l e s s e e  has 

the b u r d e n  o f  p r o v i d i n g  all i n f o r m a t i o n  n e c e s s a r y  for the c o m m i s s i o n e r  

to m a k e  an i n f o r m e d  d e c i s i o n  a n d  shall p r o v i d e  c le ar  a n d  c o n v i n c i n g  

e v i d e n c e  that the v a l u e  o f  the gas is r e f l e c t e d  b y  the gas sales 

c o n t ra ct  r a t h e r  t ha n  a t t r i b u t a b l e  to transp o rt at io n,  m a rk et in g , m a n u­

facturing, o r  ot he r p r o f i t  or cost centers. In this subsection,

HCS CSSB 3 0 9 (Fin) -2-
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(1) "gas sales c on t ra ct " in cludes a w r i t t e n  a g r e e m e n t  for 

the i n t r a c o m p a n y  t r a n s f e r  of gas;

(2) " N o r t h  S l o p e  gas l e a s e s "  includes a gas lease that is 

i s s u e d  b y  t he s t a t e  u n d e r  this s e c t i o n  and  that covers la nd  lying in 

w h o l e  or in p a r t  r-orth of 68 degr ee s n o r t h  latitude; a n d

(3) '"£2ice for the gas e s t a b l i s h e d  in the gas sales c o n­

tract" i n c lu d es  tax r e i m b u r s e m e n t  a m o u n t s , d e l i v e r a b i l i t y  an d other

charges, a n d  o t h e r  forms o f  c o n s i d e r a t i o n  r e c e i v e d  b y  the l eo se e u nd er  

the gas sales contract.

(cc) In (aa) of this s e c t i o n

(1) "gas or e l e c t r i c  u t i l i t y "  includes an e l e c t r i c  c o o p e r a­

tive o r g a n i z e d  u n d e r  A S  10.25, a m u n i c i p a l  utility, a n d  a gas or

e l e c t r i c  u t i l i t y  r e g u l a t e d  u n d e r  A S  42.05; p r o v i d e d  that if the c o n­

tract gas is t r a n s m i t t e d  to c o n s um er s t h r o u g h  a p i p e l i n e  and the gas

u t i l i t y  e i t h e r  owns the p i p e l i n e  or is r e l a t e d  in o w n e r s h i p  to the

o w n e r  of t he pip el in e,  the n the gas u t i l i t y  q u a l i fi es  as a "gas or

e l e c t r i c  u t i l i t y "  w i t h i n  the m e a n i n g  of this p a r a g r a p h  o n l y  if it is

b o u n d  or a g re es  to b e  b o u n d  b y  the c ov enants set out in AS 38.35.120;

(2) " p r i c e  f o r  the gas e s t a b l i s h e d  in the co nt ra ct " i n­

cludes tax r e i m b u r s e m e n t  amounts, d e l i v e r a b i l i t y  a nd other charges, 

a nd o t h e r  forms of c o n s i d e r a t i o n  p a i d  b y  the gas or e l e ct ri c utility, 

u n d e r  the contract;

(3) " s t a t e ' s  r o y a l t y  share of gas p r o d u c t i o n "  does not

i n c l ud e the stat e' s r o y a l t y  share of gas p r o d u c t i o n  f r o m  land p a t e n t e d  

to the st at e u n d e r

(A) P.L. 84-830, 70 Stat. 709 (Alaska M e n t a l  H e a l t h  

E n a b l i n g  A c t ) ;

(B) 38 Stat. 1214 (Act of M a r c h  4, 1915); or

(C) 43 U.S.C. 1635 in s e t t l e m e n t  o f  the claims of the

-3- HCS C S S B  3 0 9 (Fin)
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s ta te  u n d e r  38 Stat. 1214.

* Sec. 3. A S  3 8 . 0 5 . 1 8 3  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(h) U p o n  l e g i s l a t i v e  approval, the c o m m i s s i o n e r  m a y  e nt er  into a 

c o n t r a c t  to sell r o y a l t y  gas ta k en  in k i n d  b y  the state to a gas or 

e l e c t r i c  u t i l i t y  at a n e g o t i a t e d  p r i c e  fo r  the gas if the 

c o m m is s io ne r,  a f t e r  c o n s i d e r i n g  the c o n s u m e r  be ne fi t s,  o t h e r  benefits,

a n d  d e t r i m e n t s  o f  the sale, m a k e s  a w r i t t e n  f i n d i n g  that the sale is
\

in the b e s t  i n t e r e s t  of the state. In this subsection,

(1) "gas or e l e c t r i c  u t i l i t y "  has the m e a n i n g  g i v e n  in

AS 3 8 . 0 5 . 1 8 0 ( c c ) ;

(2) " r o y a l t y  gas taken in k i n d  b y  the state" does not

incl ud e r o y a l t y  gas t a k e n  in k i n d  b y  the state f r o m  gas p r o d u c t i o n  on 

land p a t e n t e d  to the s ta t e u n d e r

(A) P.L. 84-830, 70 Stat. 709 (Alaska M e n t a l  H e al th 

E n a b l i n g  A c t ) ;

(B) 38 Stat. 1214 (Act of M a r c h  4, 1915); or

(C) 43 U.S.C. 1635 in s e t t l e m e n t  of the claims of the

s t at e u n d e r  38 Stat. 1214.

* Sec. 4. A S  38.0 5. 81 0( a)  is a m e n d e d  to read:

(a ) E x c e p t  as o t h e r w i s e  p r o v i d e d  in A S  38.05. 183(h), the [T H E ] 

lease, sale, or o t h e r  disposal of state land or r e s o u r c e s  m a y  b e  made 

to a s ta te  or f e d e r a l  a g e n c y  or p o l i t i c a l  subdivision, or the lease, 

sale, or d i s p o s a l  o f  coal d e p o si ts  s u i t a b l e  for m i n i n g  m a y  b e  m a d e  to 

a u t i l i t y  o w n e d  a n d  o p e r a t e d  b y  a g o v e r n m e n t  a g e n c y  or n o n p r of it 

c o o p e r a t i v e  a s s o c i a t i o n  o r g a n i z e d  to p a r t i c i p a t e  u n d e r  the Federal

R ur al  E l e c t r i f i c a t i o n  A c t  for the p u r p o s e  of g e n e r a t i n g  el ec tr ic  power 

and e n e r g y  or the p r o d u c t i o n  of p r o c e s s  steam, or both, for less than 

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

c o m m i s s i o n e r  to b e  f a i r  a nd p r o p e r  and in the b e s t  interests of the 
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p ublic, w i t h  due c o n s i d e r a t i o n  g i v e n  to the n a t u r e  o f  the p u b l i c  

services or f u n c t i o n  r e n d e r e d  b y  the agency, s u b d i vi si on , or u t i l i t y  

m a k i n g  appl i ca ti on , a n d  of the terms of the g r a n t  u n d e r  w h i c h  the land 

w a s  a c q u i r e d  b y  the state.

* Sec. 5. A S  3 8 . 0 5 . 1 8 0 ( a a ) , e n a c t e d  b y  sec. 2 of this Act, a p pl ie s to 

a g r e e m e n t s  to e s t a b l i s h  f or a lease i s s u e d  u n d e r  A S  3 8 . 0 5 . 1 8 0  the in-v al ue  

r o y a l t i e s  o n  gas p r o d u c t i o n  that is so l d u n d e r  a c o n t r a c t  e n t e r e d  into on 

or a f t e r  the e f f e c t i v e  date of this A c t  b e t w e e n  the s t a t e ' s  lessee a n d  a 

gas or e l e c t r i c  utility.

* Sec. 6. A S  3 8 . 0 5 . 1 8 0 ( b b ) , e n a c t e d  b y  sec. 2 of this Act, a p p l i e s  to 

a g r e e m e n t s  to e s t a b l i s h  for a lease i s s u e d  u n d e r  A S  3 8 . 0 5 . 1 8 0  the i n- va l u e  

r o y a l t i e s  on gas p r o d u c t i o n  that is so ld  u n d e r  a gas sales c o n t ra ct  e n t e r e d  

into on or a ft er  the e f f e c t i v e  da te  o f  this A c t  b e t w e e n  the state's lessee 

a n d  a p u r c h a s e r  of the gas.

* Sec. 7. Thi s A c t  takes e ff ec t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.- 

10.070(c).
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S U P P L E M E N T A L  I N F O R M A T I O N  

F i s c a l  N o t e  f o r  H o u s e  C S  f o r  C S  f o r  S B  309  ( R e s o u r c e s )  

A l a s k a  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

T h e  p o t e n t i a l  f i s c a l  i m p a c t  o f  H o u s e  C S  f o r  C S  f o r  S B  309 
( R e s o u r c e s )  c a n n o t  b e  p r e c i s e l y  s p e c i f i e d ,  b e c a u s e  i t  i s  
u n k n o w n  a t  t h i s  t i m e  h o w  o f t e n  t h e  n e w  v a l u a t i o n  m e c h a n i s m  
w o u l d  b e  a p p l i e d  i n  t h e  f u t u r e  a n d  t o  w h a t  e x t e n t  f u t u r e  
c o n t r a c t  p r i c e s  w o u l d  d e v i a t e  f r o m  m a r k e t  v a l u e .

H o w e v e r ,  t h e  b i l l  w o u l d  a d v e r s e l y  a f f e c t  t h e  s t a t e ' s  a b i l i t y  
t o  c o l l e c t  r o y a l t i e s  o w e d  u n d e r  t h e  l e a s e s ,  a n d  l i k e l y  w o u l d  
r e s u l t  i n  l o w e r  r e v e n u e s .

T h e  b i l l  w o u l d  r e q u i r e  t h e  c o m m i s s i o n e r  t o  u s e  s o l e l y  t h e  
c o n t r a c t  p r i c e  t o  d e t e r m i n e  r o y a l t y  v a l u e  f o r  v i r t u a l l y  a l l • 
a r m s - l e n g t h  c o n t r a c t s ,  w h e t h e r  f o r  c o n s u m e r  o r  i n d u s t r i a l  
p u r p o s e s .  T h e  b i l l  c o u l d  a f f e c t  a l l  s t a t e - o w n e d  g a s  r e s e r v e s  
n o t  p r e s e n t l y  u n d e r  c o n t r a c t .

T h e  s t a t e ' s  r o y a l t y  s h a r e  o f  N o r t h  S l o p e  g a s  r e s e r v e s  i s  
a b o u t  4 . 5  t r i l l i o n  c u b i c  f e e t  ( T C F ) .  I f  v a l u e  i s  h i g h e r  t h a n  
c o n t r a c t  p r i c e  b y  I O C ,  2 5 C  a n d  $ 1 . 0 0  p e r  m c f  f o r  t h e  e n t i r e  
N o r t h  S l o p e  r o y a l t y  s h a r e ,  r o y a l t y  r e v e n u e s  t o  t h e  s t a t e  
w o u l d  b e  r e d u c e d  b y  $ 4 5 0  m i l l i o n ,  $ 1 . 1  b i l l i o n  a n d  $ 4 . 5  
b i l l i o n ,  r e s p e c t i v e l y ,  a s  a  r e s u l t  o f  b a s i n g  t h e  r o y a l t y  
p a y m e n t  o n  t h e  c o n t r a c t  p r i c e  r a t h e r  t h a n  t h e  m a r k e t  v a l u e  
o f  t h e  g a s .

T h e  s t a t e ' s  r o y a l t y  s h a r e  o f  C o o k  I n l e t  g a s  r e s e r v e s  n o t  
p r e s e n t l y  c o m m i t t e d  t o  a  c o n t r a c t  i s  a b o u t  190  b i l l i o n  c u b i c  
f e e t  ( B C F ) .  I f  v a l u e  i s  h i g h e r  t h a n  c o n t r a c t  p r i c e  b y  1 0 C ,  
2 5 C  a n d  $ 1 . 0 0  p e r  m c f  f o r  t h e  e n t i r e  r e a l t y  s h a r e  n o t  
p r e s e n t l y  u n d e r  c o n t r a c t ,  t h e n  s t a t e  r e v e n u e s  w o u l d  b e  
r e d u c e d  b y  $19  m i l l i o n ,  $ 4 7 . 5  m i l l i o n  a n d  $ 1 9 0  m i l l i o n ,  
r e s p e c t i v e l y ,  a s  a  r e s u l t  o f  b a s i n g  t h e  r o y a l t y  p a y m e n t  o n  
t h e  c o n t r a c t  p r i c e  r a t h e r  t h a n  o n  t h e  m a r k e t  v a l u e  o f  t h e  
g a s .



M a y  1 ,  1 9 8 6

T E S T I M O N Y  O F  K A Y  B R O W N ,  D I R E C T O R ,  D I V I S I O N  O F  O I L  A N D  G A S  

T O  H O U S E  R E S O U R C E S  C O M M I T T E E  

O N  P R O P O S E D  H O U S E  R E S O U R C E S  C S  F O R  C S  S B 3 0 9

T h a n k  y o u ,  M r .  C h a i r m a n .  F o r  t h e  r e c o r d ,  I ’ m  K a y  B r o w n ,  

D i r e c t o r  o f  t h e  D i v i s i o n  o f  O i l  a n d  G a s  f o r  t h e  D e p a r t m e n t  

o f  N a t u r a l  R e s o u r c e s .  I  a p p r e c i a t e  t h i s  o p p o r t u n i t y  t o  

t e s t i f y .

T h e  b i l l  b e f o r e  t h e  c o m m i t t e e  w a s  i n t e n d e d  t o  b e n e f i t  A l a s k a  

g a s  a n d  e l e c t r i c  c o n s u m e r s .  W e  d o n ' t  b e l i e v e  i t  i s  p r u d e n t  

t o  t r y  t o  a d d r e s s  o t h e r  i s s u e s  —  s u c h  a s  h o w  t o  v a l u e  t h e

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

e x p o r b v ; # s e ^ ; ^ ; ; i i i % t h i s  c o n s u m e r  b i l l .

T h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  s u p p o r t s  t h e  H o u s e  O i l  

a n d  G a s  C o m m i t t e e  S u b s t i t u t e  f o r  S B  3 0 9 .  W e  o b j e c t  t o  t h e  

p r o p o s e d  R e s o u r c e s  C o m m i t t e e  S u b s t i t u t e ,  w h i c h  a d d r e s s e s  

i n d u s t r i a l  a n d  e x p o r t  s a l e s .  I f  t h e  l e g i s l a t u r e  i n s i s t s  o n  

a d d r e s s i n g  i n d u s t r i a l  a n d  e x p o r t  s a l e s ,  w e  h a v t -  ' • r e v i o u s l y

I



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

p r o t e c t s  t h e  s t a t e ' s  i n t e r e s t .

T h e  a p p r o a c h  s u g g e s t e d  i n  t h e  p r o p o s e d  R e s o u r c e s  C o n n i t t e e  

S u b s t i t u t e  i s  n o t  a c c e p t a b l e .  L e t  me e x p l a i n  w h y .

F u n d a m e n t a l l y ,  we, b e l i e v e  t h a t  t h e  b u r d e n  m u s t  b e  o n  t h e  * 

l e s s e e  t o  s h ow  t h a t  t h e  r o y a l t y  v a l u e  i s  a  f a i r  v a l u e ,  a n d  

n o t  o n  t h e  C o m m i s s i o n e r  t o  s h ow  t h a t  i t  i s n ’ t .  )

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

c o n t r a c t  p r i c e  a s  t h e  r o y a l t y  v a l u e  f o r  a r m s - l e n g t h  s a l e s  t o  
r e g u l a t e d  u t i l i t i e s  —  a s  p r o v i d e d  i n  t h e  H o u s e  O i l  a n d  G a s  

C o m m i t t e e  S u b s t i t u t e  f o r  S B  3 0 9  —  b e c a u s e  A l a s k a  c o n s u m e r s  

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

t h e  s t a t e  a s  a  r e s u l t  o f  u s i n g  s o l e l y  t h e  c o n t r a c t  p r i c e  t o  

e s t a b l i s h  r o y a l t y  v a l u e .  We d o  n o t  b e l i e v e  t h a t  i n d u s t r i a l  

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

t h e  l i k e l y . . e d E f ^ c t ;  w o u l d  b e  t o  i n c r e a s e  t h e  p r o f i t s  o f  
J n d n s f r n A  p v p n r f  . c o n c e r n s  w i t h o u t  a  c o r r e s p o n d i n g

.pub V  •

T h e  p r o p o s e d  R e s o u r c e s  C o m m i t t e e  S u b s t i t u t e  s i g n i f i c a n t l y  

e r o d e s  t h e  s t a t e ' s  r i g h t s  u n d e r  e x i s t i n g  o i l  a n d  g a s  l e a s e s .  

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

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

s j a t e  i s  e n t i t l e d  t o  r e c e i v e .

F u r t h e r ,  t h e  p r o p o s e d  C S  d o e s  n o t  i n c l u d e  l a n g u a g e  

a u t h o r i z i n g  " b e l o w  m a r k e t "  s a l e s  o f  r o y a l t y  g a s  f o r  c o n s u m e r  

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

a n d  w h i c h  i s  a n  i m p o r t a n t  e l e m e n t  o f  t h e  d e p a r t m e n t ’ s  

p r e l i m i n a r y  s e t t l e m e n t  a g r e e m e n t  w i t h  C h u g a c h  E l e c t r i c .  W e  

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

T h e  p r o p o s e d  C o m m i t t e e  S u b s t i t u t e  e x p a n d s  t h e  p r e s u m p t i o n  

t h a t  a  c o n t r a c t  p r i c e  i s  t h e  c o r r e c t  r o y a l t y  v a l u e  t o  c o v e r  

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

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

w o u l d  b e  s t r u c t u r e d  t o  r e f l e c t  t h e  t r u e  v a l u e  o f  t h e  g a s .

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

C o v v a u i t t e e  S u b s t i t u t e  w o u l d  a d v e r s e l y  a f f e c t  t h e  s t a t e ' s  

a b i l i t y  t o  c o l l e c t  r o y a l t i e s  i n  s e v e r a l  i m p o r t a n t  i n s t a n c e s .  

F o r  e x a ^ p i l s ^ M a r a t h o n  O i l  C o m p a n y  h a s  a d v i s e d  t h e  d e p a r t m e n t  

t h a t  i t  ' ^ ^ , e h d s / t o  t a k e  g a s  f r o m  n e w  f i e l d s  ( n o t  c o v e r e d  b y  

p a s t  r o y a l t y  s e t t l e m e n t s )  t o  i t s  L N G  p l a n t  i n  C o o k  I n l e t .  

P r e s u m a b l y  M a r a t h o n  w i l l  s e l l  t h e  g a s  a s  L N G  t o  a  J a p a n e s e  

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

o r  o t h e r  a s p e c t .  T h u s ,  M a r a t h o n  w o u l d  b e  e n t i t l e d  t o  t h e  

p r e s u m p t i o n  o f  u s e  o f  t h e  c o n t r a c t  p r i c e  u n d e r  t h e  p r o p o s e d



&?«£'• r * r . — .
t e n a b l e  =?,te. H owever, t h e ' st at e ____

V 1’»- ••  •■ , . .-. . .  , ,.
- ’- I b w  r o y a l t y  v a l u e e l a i r a e d  b y  .

— •'abed*'with" l i q u i f y i n g  a nd

» m o v i n g ' t h e  ga%.) ' ^ e " c o n t r a c t‘ pricei a l o n e  d o e s  n o t  determined• -*y ' ‘-**1 ' *w #' ■ "**-

t r a n s a c t i o n  s u c h  as

i f  t he

r e s e r v e s  o f  theSlteacth*

h e  /- «

c h a r g e s  ,will: be. v e r y  l a r g e . ^ A s

. . . .1 .. • ....................... .. • ...

a s s u r e  t h a t  t h e  v a l u e  o f  t h e  gas. is not. a t t r i b u t e d  to t h e s e 

o t h e r  segments. o,f. the e x p o r t  project. I t  i s  i l l u m i n a t i n g

t h a t  mi - n d < a l m o s t  10 y e a r s  h a v e  f a i le d t o

1  construction- ppojecfc

iffli
.".Vv.

cg.uld r e q u i r e  a  > 

.even m o r e  c o m p l e x * d e t e r m i n a t i o n s , w i t h

ss to n e c e s s a r y  info rm at io n,  w i t h i n  90

A t  a  m in im um , t h e  s t a t e  m u s t  h a v e  t h e  a b i l i t y  t o  s c r u t i n i z e  

a l l  e l e m e n t s  a f f e c t i n g  a  s a l e  f o r  i n d u s t r i a l  a n d  e x p o r t  

p u r p o s e s ,  s u c h  a s  p i p e l i n e s ,  LNG f a c i l i t i e s  a n d  LNG t a n k e r s .  

F u r t h e r ,  the l essee m u s t  h a v e  the b u r d e n  o f  p r o v i d i n g  a l l
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G a r y  for the c o m m i s s i o n e r  t o  m a k e  a n  <
S r  .  I

as- w e l l  as t h e  b u r d e n  o f  providing- c l e a rC U - * . *, *ijh • -T./

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

r e f l e c t e d  by^ t h e  gas, s a l e s  c o n t r a c t  p r i q j i ^ a t h e r  t h a n  b e i n g  

t r a n s p o r t a t i o n ,  marketing,, m a n u f a c t u x i n g  o r  

othe;/ profit-•orNcgi

1

u s ©  of; a-i g o h t r a e t  pride, f or a lesse $

p r o v i d e  ;fo* a periodic; r e v x e w  o f  t h e  royalty; value*.t* 

t h e  c o m m i  s s i o n e r

W i t h o u t  t h e s e  m i n i m u m  p r o t e c t i o n s  f o r  t h e  s t a t e ,  t h e  

p r o p o s e d  C o m m i t t e e  S u b s t i t u t e  i s  u n a c c e p t a b l e .

A s  d r a f t e d ,  t h e  p r o p o s e d  C o m m i t t e e  S u b s t i t u t e ^ ^ h i d i : r e q _ __

us e  o f  an-arm*^Ieng£h>/contract p r i c e  ^s t h e  r o y a l t y  y a l u e  ,

u n q
* d

m a k e s  a w r i t t e n  f i n d i n g  b a s e d  ongf

BS*£: ' 1
g  e v i d e n c e  t h a t  ?

TBLtL p r i c e  is u n r e a s o n a b l y  low; ?

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

n o t  be b a l a n c e d  b y  i n c r e a s e d  b e n e f i t s  to i n - s t a t e  consumers;

ii and

(C) t he c o n t r a c t  price, is n o t  in th» b e s t  i n t e r e s t  o f  the 

state.
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v/ouid h a v e  to be- s a t i s f i e d  b e f o r e  the t

c o ^ i s ^ g s ^ ^ P ^ o i ^ ’p ' r e j e c t  a c o n t r a c t  price,; a  more, d i f f i c u l t y  

s t a n d a r d  t h a n  fifidihg'tbat a n &  o n e  o f  t he c o n d i t i o n s  exists..

A s  a  p r a c t i c a l  m a t t e r ,  i t  w o u l d  b e  v i r t u a l l y  i m p o s s i b l e  f o r  

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

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

t h e  s t a t e ' s  b e s t  i n t e r e s t  w i t h i n  t h e  9 0 - d a y  t i m e f r a m e  

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

i n f o r m a t i o n .  L e s s e e s  h a v e  a n  u n d e r s t a n d a b l e  d e s i r e  t o  

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

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

m i g h t  _ r . e q u e s t _ : . i n  o r d e r  t o  m a k e  a  d e c i s i o n .  T h e  l e s s e e s  

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

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

o n l y  90 d a y s .



In summary, Mr. C h a i r ma n,  we are d i s a p p o i n t e d  tha t this bill  

w h i c h  w e  hav e s u p p o r t e d  in o r d e r  to b e n e f i t  ga s and e le ct r i c  

c o n s u m e r s  m a y  b e  b r o a d e n e d  to c o v e r  i n d u s t r i a l  and  e x p o r t  

uses w i t h o u t  a d e q u a t e  p r o t e c t i o n  for the s t a t e ' s  interests. 

We. u r g e  t h e  c o m m i t t e e  t o  a d o p t  t h e  H o u s e  O i l  a n d  G a s  # 

C o m m i t t e e  S u b s t i t u t e ,  .w i t h  t h e '  a d d i t i o n '  o f  t h e  w o r d s  " b a s e d  

o n  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e d  a f t e r  t h e  w o r d , " f i n d i n g "  ^ 

o n  p a g e  1 ,  l i n e  2 8  o f  t h a t  h i l l .  I f  t h e f  c o n m l t t e e ' '  d e e m s  i t ?
u s e s ,  -we ^  

r e c o m m e n d  u s e  o f  t h e  l a n g u a g e  i n c l u d e d  t h C o m m i s s i o n s : ^ ^

W u f U i l g K e ^ f e ;A p r i l ^ ;2 ® i ' l e t t ® ^ t f f >  C 0 ^ c h a i r m a j i :  S h u l t z .  „
• - 1 * • .



SIAIE FUNDING 10 SCHOOL DISTRICTS UNOER H8 301

( 3

FT 86 STATE A|0 | FT 81 STATE AIO PER STUDENT FT 87 TOTAL STATE AIO

■ I 1 PROJECTED LESS
DISTRICT/ FT86 ACTUAL AID • j ENROLLHEKT LISTED 801 PL874
REAA AON PER STUOENT TOTAL AIO •* | 

1
FT 87 HB309 FOR REAAs UNPRORATEO PRORATEO

TOTAL 107. ItJ 4,746
1

489,506.532 | I0S.854 S.041 4,752 503.072.509 461.555,500
CAB TOTAL 88.001 4,103 361,046,049 | 90.423 4,108 4,108 371.482.867 340.825.542
REAA TOTAL 15.148 8,480 128,450.483 | 

1
15.432 10,505 I.52T 131.589.642 120,729,958

ANCHORAGE 40.028 3,492
1

139.764,099 •• | 40,674 3,492 3,492 142,026.807 130,305,776
BRISTOL BAV 217 10,121 2.196.257 ( 241 10,121 10,121 2,439,161 2.237,965
COROOVA 396 5.279 2,090.620 •• | 390 5,279 5,279 2.058,944 1,889,026
CRAIG 188 7,581 1.425.228 1 196 7,581 7,581 1,410.066 1,293,699
OILLINGHAN 429 9.020 3.869.580 1 465 9.020 9.020 4,194.300 3.848,157
FAIR8AHRS V_ I3.0S3 ' 4,077 51.218.358 •• 1 13.431 4.077 4,071 14,758.187 '*50,239. 164
GALENA 148 10,395 1.538.460 1 | 146 I0.39S 10,395 1.517.670 1.392.42)
HAINES 340 6,599 2.243.660 | 351 6.599 6,599 2,312.950 2,122.069
KOONAH 227 6.413 1.459,371 | 214 6.473 6.413 1.385.222 1,270.904
HTCABURG 97 9,530 924.410 | 97 9.530 9,530 924.410 848,121
JUNEAU 4,624 3.828 17.699.850 •• | 4.703 3.828 3.928 17.990,764 16,506.043
KAKE 211 7.393 1.582,102 | 202 7,393 7.393 1,493,336 1,370,142
KENAI 8.132 4.362 35.469,950 | 8.548 4,362 4.362 37.283,586 34,206.688
RETCH IIUN 2,435 3.916 9,535,827 •• | 2.439 3,916 3.916 9,551.492 6,763.237
RING COVE 126 9.751 1.228.626 | 120 9.751 9,751 1,170.120 1.073.554
RLANOCR 157 1.714 1.211,098 | 156 7,714 7,714 1,203.384 1,104,072
ROOIAR 2.252 S.708 12.854.416 | 2.218 5,708 5,708 13.302.924 11,929,141
KAT-SU 8,794 3.680 32,357.597 •* 1 9,356 3,680 3,680 34.462.276 31.618.211
NENANA 112 10.927 1.223.824 | 126 10,927 10.921 1,376.802 1.263,179
NONE 816 7.452 6.363,832 J 950 7,452 7,452 6.334.230 5.611.458
NORTH SLOPE 1.092 9.570 10,453.440 1 1,155 9.570 9.S70 11.053.350 10,141,151
PELICAN- 48 12,936 620.521 24 12.936 12,936 699.544 640,895
PETERSBURG 542 4,445 2.409.732 | 59? 4,446 4,446 2.652.039 2.433,174
SAND POINT 111 8,614 956.154 115 8.614 8,614 990.610 908.858
SITRA I.S96 4.128 6.589.10* * | 1.654 4,128 4.129 6.827.519 6.264.065
SRAGHAT • 125 6.399 159.900 •• ; 136 6.399 6,399 - 870,291 798,469
ST. HARTS l i t 15.544 1.725.354 j 115 15.544 15,544 1.787.550 1,640,038
Tanana 71 13.895 986.545 | 18 13.99S 13.895 1,083.810 994,361
UNALASRA 137 8.538 1.169.106 j 141 8.539 8.538 1.203.858 1,104.507
VALOEI 771 4,931 3.837.267 j 791 4,977 4.977 3.S36.807 3,611.915
hRANGELL 4S5 4.915 2.236.325 | 451 4.915 4.915 2,215.665 2,033,131
TARUTAT 159 8,059 1,281.381 j | 15? 8,059 8.059 1,265,263 1,160,845
AOAR 603 4,153

1
2,510,438 | 601 6,909 4,163 2.527,091 2,318,538

ALASRA GATEWAY 516 7,835 4,042.683 j 516 8,985 7.835 4.042.683 3,109,053
ALEUTIAN CHAIN 90 16,327 1,469.467 | 81 17,341 16,327 1,420,485 1,303.257
ANNETTE ISLAND 395 3,824 1.510,632 | 413 6,835 3,824 1.579,471 1.449,122
BERING STRAIT 1216 9,961 12,112.105 | 1,233 12,685 9.961 12,281,435 11,267,187
CHATHAN 306 6.448 1,972,971 | 306 9.029 6.448 1,912,971 1,810,148
CHUGACH 116 10,810 1.253.987 | 129 12.226 10.810 1,389,115 1,274,476
COPPER RIVER 567 7.297 4,137.351 | 575 7,465 7.297 4,195,126 3,849,466
OELTA-GREELT 998 5.148 5,111,915 | 1.084 6,152 5.148 5,680.661 5.120,107
IDITARCfi 389 13.332 5,186.0S9 l 399 15.571 13,332 5.319.317 4.880.385
RASHUNANIUT 152 10.259 1.559.368 1 166 10.259 * 10,259 1.702.994 1,562,451
RUSPUR 349 14.508 5.063.293 ! 408 11.031 14,508 5.919.265 5.430.767
LAKE i  PENINSULA 377 13.288 5.009.475 ' 370 16.095 13.288 4.916.465 4.510.724
LOMER RUSRORHIK 2579 9.444 24.355.573 2.675 11,474 9,444 26.263,319 23,178,416
LO«ER TURON 1300 6,752 8.’17.236 1,286 10.259 6.152 1.687.712 7.966.155
NORTHWEST ARCTIC 1482 8,788 13.024.232 1.525 10,802 8.188 •.3.410.31E 12,304.155
PRIBILOF 167 8.341 1.363.954 • 156 11,934 8,341 1,410,648 1.294,232
RA1LBEJ.I 358 9.686 3.471.144 | 35? 9.933 9.696 3.461.448 3,115,186
SOUTHEAST islanos 496 8.227 4.010.456 1 158 10.052 8,227 3,767,940 3.456.892
SOUThhEST 471 10.286 4.815.56- i 485 13.837 10.286 4.998,993 4,586.442
TURON PLATS 369 14,565 5.374.310 1 317 16.118 14.565 5.490.968 5.037.742
TUKCN ROTURUR 572 11.032 6.310.481 | 596 13,719 11.032 6.575.256 6,032.621
tupiit 282 11,474 3.235.669 j 285 11.474 ' 11,474 3.270.090 3.000.220
CENTRAL corresp. 995 2.631 2.594.9E0 i 924 2.609 2.608 2.439.792 2.210.919

1 Lifted vi lui  I t i i  605 PL81-871 fundi for REAA*.
"  Indudti local contribution idjuitntnti (Ch.IS SLA HIS Sec.3) and 

1135,850 In e««rgirtcy fundi to Skig»iy.
PL8!• 874 (undl utre not conpu'tio In thut re dl itr'cti: 
th« funding level 1i  uncirti ln i t  thti tl*«.

Rreoorid by th« Houlf RfHirch Agrncy ?i-Apr-96
' W V * }  , ) / n



OIL COMPANY SALE TO JAPANESE UTILITY
P O I N T  O F  S A L E  

$ 1 / M C F

$ 4 / M C F

T A N K E R S  

( O W N E D  B Y ~ v (  

O I L  C O . }

' $ S / S S ! C F

P R I C E  T O  J A P A N E S E

N C H O R A G E

F A C I L I T Y  

( O W N E D  B Y  

O I L  C O . )



O r i g i n a l  s p o n s o r s :  F a i k s , K e l l y ,
a n d  V . F i s c h e r

I N  THE  SENATE BY THE  RESOURCES COMM ITTEE

HOUSE CS FOR  CS  FOR SENATE  B I L L  NO.  309 ( R e s o u r c e s )

I N  THE  L E G I S L A T U R E  OF THE  STATE  OF  ALASKA 

FOURTEENTH  L EG I S L A T U R E  - SECOND S E S S ION  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  r o y a l t y  g a s  c o n t r a c t s ;  a n d  p r o ­

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

BE  I T  ENACTED BY THE  L E G I S L A T U R E  OF THE  STATE  OF ALASKA:

*  S e c t i o n  1. F I N D I N G S .  T h e  l e g i s l a t u r e  f i n d s  t h a t  t o  p r o v i d e  f o r  t h e  

u t i l i z a t i o n ,  d e v e l o p m e n t  a n d  c o n s e r v a t i o n  o f  g a s  r e s o u r c e s  f o r  t h e  m a x im um  

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

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

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

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

t h e  m a x im um  b e n e f i t  t o  t h e  p e o p l e  o f  t h e  s t a t e .  T h e  l e g i s l a t u r e  d o e s  n o t  

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

r o y a l t y  o i l .

*  S e c .  2 .  AS 38 .05 .180  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

( a a )  W i t h i n  90 d a y s  a f t e r  t h e  w r i t t e n  r e q u e s t  o f  a  l e s s e e  o f  a  

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

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

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

s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n  s o l d  b y  t h e  l e s s e e  u n d e r  t h e  

c o n t r a c t  u n l e s s

(1) t h e  l e s s e e  a n d  p u r c h a s e r  a r e  r e l a t e d  i n  m a n a g e m e n t ,  

o w n e r s h i p ,  o r  o t h e r  a s p e c t ;  o r

(2) t h e  c o m m i s s i o n e r  m a k e s  a  w r i t t e n  f i n d i n g  b a s e d  o n  c l e a r  

a n d  c o n v i n c i n g  e v i d e n c e  t h a t

(A) t h e  c o n t r a c t  p r i c e  i s  u n r e a s o n a b l y  l o w ;

O f f e r e d :  5 / 2 / 8 6
R e f e r r e d :  F i n a n c e
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(B) t h e  p r o s p e c t i v e  r e d u c t i o n  i n  r o y a l t y  r e c e i p t s  

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

c o n s u m e r s ;  a n d

(C )  t h e  c o n t r a c t  p r i c e  i s  n o t  i n  t h e  b e s t  i n t e r e s t  o f

t h e  s t a t e .

( b b )  I n  ( a a )  o f  t h i s  s e c t i o n

(1) " p r i c e  f o r  t h e  g a s  e s t a b l i s h e d  i n  t h e  c o n t r a c t "  i n ­

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

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

c o n t r a c t ;

(2) " s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n "  d o e s  n o t  

i n c l u d e  t h e  s t a t e ' s  x-o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n  f r o m  l a n d  p a t e n t e d  

t o  t h e  s t a t e  u n d e r

(A) P . L .  84-830, 70 S t a t .  709 ( A l a s k a  M e n t a l  H e a l t h  

E n a b l i n g  A c t ) ;

(B)  38 S t a t .  1214 ( A c t  o f  M a r c h  4 ,  1915); o r

(C )  43 U . S . C .  1635 i n  s e t t l e m e n t  o f  t h e  c l a i m s  o f  t h e

s t a t e  u n d e r  38 S t a t .  1214.

*  S e c .  3 .  AS 3 8 . 0 5 . 1 8 0 ( a a ) , e n a c t e d  b y  s e c .  2 o f  t h i s  A c t ,  a p p l i e s  t o  

a g r e e m e n t s  t o  e s t a b l i s h  f o r  a  l e a s e  i s s u e d  u n d e r  AS 38 .05 .180 t h e  i n - v a l u e  

r o y a l t i e s  o n  g a s  p r o d u c t i o n  t h a t  i s  s o l d  b y  t h e  s t a t e ' s  l e s s e e  u n d e r  a  

c o n t r a c t  e n t e r e d  i n t o  o n  o r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .

*  S e c .  4 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 01.- 

1 0 .0 7 0 ( c ) .

9

H C S  C S S B  3 0 9 ( R e s )  -2-



O f f e r e d :  5 / 2 / 8 6
R e f e r r e d :  F i n a n c e

O r i g i n a l  s p o n s o r s :  F a i k s , K e l l y ,
a n d  V . F i s c h e r

1 I N  THE  SENATE BY THE  RESOURCES  COMM ITTEE

2 HOUSE CS FOR CS FOR SENATE  B I L L  NO .  309 ( R e s o u r c e s )

3 I N  THE  L EG I S L A T U R E  OF THE  STATE  OF  ALASKA

4 FOURTEENTH L EG I S LA TU R E  - SECOND S E S S ION

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  "An  A c t  r e l a t i n g  t o  r o y a l t y  g a s  c o n t r a c t s ;  a n d  p r o -

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

8 BE  I T  ENACTED 3Y THE  L EG I S L A T U R E  OF  THE  STATE  OF ALASKA:

9 *  S e c t i o n  1. F I N D I N G S .  T h e  l e g i s l a t u r e  f i n d s  t h a t  t o  p r o v i d e  f o r  t h e

10 u t i l i z a t i o n ,  d e v e l o p m e n t  a n d  c o n s e r v a t i o n  o f  g a s  r e s o u r c e s  f o r  t h e  m a x im u m

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

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

13 p r i m a r i l y  o n  t h e  c o n t r a c t  p r i c e  o f  t h e  g a s .  T h i s  w i l l  e n c o u r a g e  s t a b l e

14 m a r k e t s ,  p r o m o t e  i n v e s t m e n t ,  a s s u r e  r e a s o n a b l e  e n e r g y  p r i c e s  a n d  p r o v i d e

15 t h e  m a x im um  b e n e f i t  t o  t h e  p e o p l e  o f  t h e  s t a t e .  T h e  l e g i s l a t u r e  d o e s  n o t

16 i n t e n d  t h i s  A c t  t o  a p p l y  t o  t h e  p o l i c i e s  o f  t h e  s t a t e  r e g a r d i n g  t h e  s a l e  o f

17 r o y a l t y  o i l .

18 *  S e c .  2 .  AS 38 .05 .180  i s  a m e n d s d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

19 ( a a )  W i t h i n  90 d a y s  a f t e r  t h e  w r i t t e n  r e q u e s t  o f  a  l e s s e e  o f  a

20 l e a s e  i s s u e d  u n d e r  t h i s  s e c t i o n ,  t h e  c o m m i s s i o n e r  s h a l l  e n t e r  i n t o  a n

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

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

23 s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n  s o l d  b y  t h e  l e s s e e  u n d e r  t h e

24 c o n t r a c t  u n l e s s

25 (1) t h e  l e s s e e  a n d  p u r c h a s e r  a r e  r e l a t e d  i n  m a n a g e m e n t ,

26 o w n e r s h i p ,  o r  o t h e r  a s p e c t ;  o r

27 (2) t h e  c o m m i s s i o n e r  m a k e s  a  w r i t t e n  f i n d i n g  b a s e d  o n  c l e a r

28 a n d  c o n v i n c i n g  e v i d e n c e  t h a t

29 (A) t h e  c o n t r a c t  p r i c e  i s  u n r e a s o n a b l y  l o w ;

- 1 -  H C S  C S S B  3 0 9 ( R e s )
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(B) t h e  p r o s p e c t i v e  r e d u c t i o n  i n  r o y a l t y  r e c e i p t s  

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

c o n s u m e r s ; a n d

(C )  t h e  c o n t r a c t  p r i c e  i s  n o t  i n  t h e  b e s t  i n t e r e s t  o f

t h e  s t a t e .

( b b )  I n  ( a a )  o f  t h i s  s e c t i o n

(1) " p r i c e  f o r  t h e  g a s  e s t a b l i s h e d  i n  t h e  c o n t r a c t "  i n ­

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

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

c o n t r a c t ;

(2) " s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n "  d o e s  n o t  

i n c l u d e  t h e  s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n  f r o m  l a n d  p a t e n t e d  

t o  t h e  s t a t e  u n d e r

(A) P . L .  84-830, 70 S t a t .  709 ( A l a s k a  M e n t a l  H e a l t h  

E n a b l i n g  A c t ) ;

(B)  38 S t a t .  1214 ( A c t  o f  M a r c h  4 ,  1915); o r

(C )  43 U . S . C .  1635 i n  s e t t l e m e n t  o f  t h e  c l a i m s  o f  t h e

s t a t e  u n d e r  38 S t a t .  1214.

*  S e c .  3.  AS 3 8 . 0 5 . 1 8 0 ( a a ) , e n a c t e d  b y  s e c .  2 o f  t h i s  A c t ,  a p p l i e s  t o  

a g r e e m e n t s  t o  e s t a b l i s h  f o r  a  l e a s e  i s s u e d  u n d e r  AS 38 .05 .180  t h e  i n - v a l u e  

r o y a l t i e s  o n  g a s  p r o d u c t i o n  t h a t  i s  s o l d  b y  t h e  s t a t e ' s  l e s s e e  u n d e r  a  

c o n t r a c t  e n t e r e d  i n t o  o n  o r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .

*  S e c .  4 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 01.- 

1 0 .0 7 0 ( c ) .

H C S  C S S B  3 0 9 ( R e s ) -2-



OB

O r i g i n a l  s p o n s o r s :  F a i k s ,  K e l l y
a n d  V . F i s c h e r

O f f e r e d :  4 / 2 1 / 8 6

R e f e r r e d :  R e s o u r c e s  a n d
F i n a n c e

BY THE  HOUSE S P E C I A L  COMM ITTEE
1 I N  THE  SENATE  ON O I L  AND GAS

2 HOUSE CS FOR CS FOR SENATE  B I L L  NO .  309 (O&G)

3 I N  THE  L E G I S L A T U R E  OF  THE  STATE  OF ALASKA

4 FOURTEENTH  L E G I S L A T U R E  - SECOND S E S S IO N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  "An  A c t  r e l a t i n g  t o  r o y a l t y  g a s  c o n t r a c t s ;  a n d  p r o-

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

8 BE  I T  ENACTED  BY THE  L E G I S L A T U R E  OF THE  STATE  OF  ALASKA:

9 *  S e c t i o n  1. F I N D I N G S .  T h e  l e g i s l a t u r e  f i n d s  t h a t  t h e  b e s t  i n t e r e s t  o f

10 t h e  s t a t e  w i l l  b e  s e r v e d  i f  t h e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  i s  au-

11 t h o r i z e d  t o  e s t a b l i s h  t h e  i n - v a l u e  r o y a l t y  f o r  g a s  s o l d  t o  a  g a s  o r  e l e c -

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

13 a n d  t h e  u t i l i t y ,  w h e t h e r  o r  n o t  t h e  g a s  l e a s e  e s t a b l i s h e s  a  d i f f e r e n t  s t a n -

14 d a r d  f o r  t h e  v a l u a t i o n  a n d  i f  t h e  l e s s e e  a n d  t h e  u t i l i t y  a r e  n o t  r e l a t e d  t o

15 e a c h  o t h e r .  T h e  l e g i s l a t u r e  f i n d s  t h a t  t h i s  a u t h o r i z a t i o n  s h o u l d  a p p l y

16 p r o s p e c t i v e l y  a n d  d o e s  n o t  i n t e n d  t h e  a u t h o r i z a t i o n  t o  a p p l y  t o  t h e  v a l -

17 u a t i o n  f o r  r o y a l t y  p u r p o s e s  o f  g a s  s o l d  b y  a  l e s s e e  u n d e r  a  g a s  s a l e s

18 c o n t r a c t  e n t e r e d  i n c o  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .  T h e  l e g i s l a -

19 t u r e  d o e s  n o t  i n t e n d  t h i s  A c t  t o  a p p l y  t o  t h e  p o l i c i e s  o f  t h e  s t a t e  r e g a r d -

20 i n g  t h e  s a l e  o f  r o y a l t y  o i l .

21 *  S e c .  2 .  AS 38 .05 .180  i s  a m e n d e d  b y  a d d i n g  r . ew s u b s e c t i o n s  t o  r e a d :

22 ( a a )  W i t h i n  90 d a y s  a f t e r  t h e  w r i t t e n  r e q u e s t  o f  a  l e s s e e  o f  a

23 l e a s e  i s s u e d  u n d e r  t h i s  s e c t i o n ,  t h e  c o m m i s s i o n e r  s h a l l  e n t e r  i n t o  a n

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

25 t h e  c o n t r a c t  b e t w e e n  t h e  l e s s e e  a n d  a  g a s  o r  e l e c t r i c  u t i l i t y  a s  t h e

26 v a l u e  o f  t h e  s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n  s o l d  b y  t h e

27 l e s s e e  u n d e r  t h e  c o n t r a c t  u n l e s s  t h e  c o m m i s s i o n e r  m a k e s  a  w r i t t e n

28 f i n d i n g  t h a t

29 (1) t h e  c o n t r a c t  p r i c e  i s  u n r e a s o n a b l y  l o w ;
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#
1 (2) t h e  p r o s p e c t i v e  r e d u c t i o n  i n  r o y a l t y  r e c e i p t s  w o u l d  n o t

2 b e  b a l a n c e d  b y  i n c r e a s e d  b e n e f i t s  t o  i n - s t a t e  g a s  a n d  e l e c t r i c  c on-

3 s u m e r s ;

4 (3) t h e  l e s s e e  a n d  t h e  u t i l i t y  a r e  n o t  r e l a t e d  i n  ma n a g e-

5 m e n t , o w n e r s h i p ,  o r  o t h e r  a s p e c t ;  a n d

6 (4) t h e  c o n t r a c t  p r i c e  i s  n o t  i n  t h e  b e s t  i n t e r e s t  o f  t h e

7 s t a t e .

8 ( b b )  I n  ( a a )  o f  t h i s  s e c t i o n

9 (1) " g a s  o r  e l e c t r i c  u t i l i t y "  i n c l u d e s  a n  e l e c t r i c  c o o p e r a -

10 t i v e  o r g a n i z e d  u n d e r  AS 10 .25 ,  a  m u n i c i p a l  u t i l i t y ,  a n d  a  g a s  o r

11 e l e c t r i c  u t i l i t y  r e g u l a t e d  u n d e r  AS 42 .05 ;  p r o v i d e d  t h a t  i f  t h e  c o n-

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

13 u t i l i t y  e i t h e r  o w n s  t h e  p i p e l i n e  o r  i s  r e l a t e d  i n  o w n e r s h i p  t o  t h e

14 o w n e r  o f  t h e  p i p e l i n e ,  t h e n  t h e  g a s  u t i l i t y  q u a l i f i e s  a s  a " g a s  o r

15 e l e c t r i c  u t i l i t y "  w i t h i n  t h e  m e a n i n g  o f  t h i s  p a r a g r a p h  o n l y  i f  i t  i s

16 b o u n d  o r  a g r e e s  t o  b e  b o u n d  b y  t h e  c o v e n a n t s  s e t  o u t  i n  AS 38 .35 .120 ;

17 (2) " p r i c e  f o r  t h e  g a s  e s t a b l i s h e d  i n  t h e  c o n t r a c t ” i n -

18 e l u d e s  t a x  r e i m b u r s e m e n t  a m o u n t s ,  d e l i v e r a b i l i t y  a n d  o t h e r  c h a r g e s ,

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

20 u n d e r  t h e  c o n t r a c t ;

21 (3) " s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n "  d o e s  n o t

22 i n c l u d e  t h e  s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n  f r o m  l a n d  p a t e n t e d

23 t o  t h e  s t a t e  u n d e r

24 (A) P . L .  84-830, 70 S t a t .  709 ( A l a s k a  M e n t a l  H e a l t h

25 E n a b l i n g  A c t ) ;

26 (B) 38 S t a t .  1214 ( A c t  o f  M a r c h  4 ,  1915);  o r

27 (C )  43 U . S . C .  1635 i n  s e t t l e m e n t  o f  t h e  c l a i . n s  o f  t h e

28 s t a t e  u n d e r  38 S t a t .  1214.

29 *  S e c .  3 .  AS 38 .05 .183 i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :
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( h )  T h e  c o m m i s s i o n e r  may  e n t e r  i n t o  a  c o n t r a c t  t o  s e l l  r o y a l t y  

g a s  t a k e n  i n  k i n d  b y  t h e  s t a t e  t o  a g a s  o r  e l e c t r i c  u t i l i t y  a t  l e s s  

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

w r i t t e n  f i n d i n g  t h a t  t h e  s a l e  i s  i n  t h e  b e s t  i n t e r e s t  o f  t h e  s t a t e .  

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

a n d  d e t r i m e n t s  o f  t h e  s a l e .  I n  t h i s  s u b s e c t i o n ,

(1) " g a s  o r  e l e c t r i c  u t i l i t y "  h a s  t h e  m e a n i n g  g i v e n  i n  

AS 3 8 . 0 5 . 1 8 0 ( b b ) ;

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

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

l a n d  p a t e n t e d  t o  t h e  s t a t e  u n d e r

(A) P . L .  84-830, 70 S t a t .  709 ( A l a s k a  M e n t a l  H e a l t h  

E n a b l i n g  A c t ) ;

(B)  38 S t a t .  1214 ( A c t  o f  M a r c h  4 ,  1915); o r

( C )  43 U . S . C .  1635 i n  s e t t l e m e n t  o f  t h e  c l a i m s  o f  t h e  

s t a t e  u n d e r  38 S t a t .  1214.

*  S e c .  4 .  AS 3 8 .0 5 .8 1 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  E x c e p t  a s  o t h e r w i s e  p r o v i d e d  i n  AS 3 8 .0 5 .1 8 3 ( h ) ,  t h e  [ THE ]  

l e a s e ,  s a l e ,  o r  o t h e r  d i s p o s a l  o f  s t a t e  l a n d  o r  r e s o u r c e s  may b e  mad e  

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

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

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

c o o p e r a t i v e  a s s o c i a t i o n  o r g a n i z e d  t o  p a r t i c i p a t e  u n d e r  t h e  F e d e r a l  

R u r a l  E l e c t r i f i c a t i o n  A c t  f o r  t h e  p u r p o s e  o f  g e n e r a t i n g  e l e c t r i c  p o w e r  

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

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

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

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

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

was  a c q u i r e d  b y  t h e  s t a t e .

*  S e c .  5 .  AS 38.05 1 8 0 ( a a ) ,  e n a c t e d  b y  s e c .  2 o f  t h i s  A c t ,  a p p l i e s  t o  

a g r e e m e n t s  t o  e s t a b l i s h  f o r  a  l e a s e  i s s u e d  u n d e r  AS 38 .05 .180 t h e  i n - v a l u e  

r o y a l t i e s  o n  g a s  p r o d u c t i o n  t h a t  i s  s o l d  u n d e r  a  c o n t r a c t  e n t e r e d  i n t o  o n  

o r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  b e t w e e n  t h e  s t a t e ' s  l e s s e e  a n d  a  

g a s  o r  e l e c t r i c  u t i l i t y .

*  S e c .  6 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 01.- 

1 0 .0 7 0 ( c ) .
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1 I N  THE  SENATE  BY THE  RULES  COM M IT T E E

CS FOR SENATE  B I L L  NO .  309 ( R u l e s )

I N  THE  L E G I S L A T U R E  OF  THE  S TATE  OF  ALASKA 

FOURTEENTH  L E G I S L A T U R E  - SECOND  S E S S IO N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  r o y a l t y  g a s  c o n t r a c t s ;  a n d  p r o ­

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

BE I T  ENACTED BY THE  L E G I S L A T U R E  OF  THE  STATE  OF ALASKA:

' *  S e c t i o n  1. F I N D I N G S .  ( a )  T h e  l e g i s l a t u r e  f i n d s  t h a t  t h e  b e s t  i n t e r ­

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

a u t h o r i z e d  t o  e s t a b l i s h  t h e  i n - v a l u e  r o y a l t y  f o r  g a s  s o l d  t o  a  g a s  o r

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

s t a t e  a n d  t h e  u t i l i t y ,  w h e t h e r  o r  n o t  t h e  g a s  l e a s e  e s t a b l i s h e s  a  d i f f e r e n t  

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

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

a p p l y  p r o s p e c t i v e l y  a n d  d o e s  n o t  i n t e n d  t h e  a u t h o r i z a t i o n  t o  a p p l y  t o  t h e  

v a l u a t i o n  f o r  r o y a l t y  p u r p o s e s  o f  g a s  s o l d  b y  a l e s s e e  u n d e r  a g a s  s a l e s  

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

( b )  T h e  l e g i s l a t u r e  f i n d s  t h a t  i t  i s  a l s o  i n  t h e  b e s t  i n t e r e s t  o f  t h e

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

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

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

( c )  T h e  l e g i s l a t u r e  f i n d s  t h a t  t h e  p r o p e r  e x e r c i s e  o f  t h e  d i s c r e t i o n  

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

o t h e r  p r o g r a m s  t h a t  a s s i s t  t h e  c i t i z e n s  o f  t h e  s t a t e  w i t h  t h e i r  l o n g - t e r m  

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

u n d e r  AS 4A .83 .162  - 44 .83 .165  a n d  h y d r o e l e c t r i c  a n d  o t h e r  p r o g r a m s  f o r  t h e  

g e n e r a t i o n  o f  e l e c t r i c i t y .

( d )  T h e  l e g i s l a t u r e  f i n d s  t h a t  t h e  s t a t e  s h o u l d  a d o p t  a p o l i c y  f o r

- I -  CSSB  3 0 9 ( R l s )
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1 t h e  s a l e  o f  r o y a l t y  g a s  t o  g a s  o r  e l e c t r i c  u t i l i t i e s  f o r  i n - s t a t e  c o n s u m e r

2 u s e  a n d  i n - s t a t e  g e n e r a t i o n  o f  e l e c t r i c i t y  t h a t  i s  f u n d a m e n t a l l y  d i f f e r e n t

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

4 o f  r o y a l t y  g a s  f o r  e x p o r t  f r o m  t h e  s t a t e  o r  f o r  u s e s  o t h e r  t h a n  i n - s t a t e

5 c o n s u m e r  u s e  a n d  i n - s t a t e  g e n e r a t i o n  o f  e l e c t r i c i t y .

C ( e )  T h e  l e g i s l a t u r e  f i n d s  i t  i s  i n  t h e  s t a t e ' s  b e s t  i n t e r e s t  t o

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

8 p r o d u c t i o n  f r o m  t h e  P r u d h o e  B a y  r e s e r v o i r  b y  e s t a b l i s h i n g  a  p r o c e d u r e  b y

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

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

11 *  S e c .  2 .  AS 38 .05 .180  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

12 ( a a )  W i t h i n  90 d a y s  a f t e r  t h e  w r i t t e n  r e q u e s t  o f  a  l e s s e e  o f  a

13 l e a s e  i s s u e d  u n d e r  t h i s  s e c t i o n ,  u n l e s s  t h e  c o m m i s s i o n e r  m a k e s  a

14 w r i t t e n  f i n d i n g  b a s e d  o n  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  t h a t  t h e  c o n -

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

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

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

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

19 t h e  c o n t r a c t  b e t w e e n  t h e  l e s s e e  a n d  a  g a s  o r  e l e c t r i c  u t i l i t y ,  i f  t h e

20 l e s s e e  a n d  t h e  u t i l i t y  a r e  n o t  r e l a t e d  i n  m a n a g e m e n t ,  o w n e r s h i p ,  o r

21 o t h e r  a s p e c t ,  a s  t h e  v a l u e  o f  t h e  s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c -

22 t i o n  s o l d  b y  t h e  l e s s e e  u n d e r  t h e  c o n t r a c t  t o  t h e  u t i l i t y .  I n  t h i s

23 s u b s e c t i o n

24 ( 1) " g a s  o r  e l e c t r i c  u t i l i t y "  i n c l u d e s  a n  e l e c t r i c  c o o p e r a -

25 t i v e  o r g a n i z e d  u n d e r  AS 10 .25 ,  a  m u n i c i p a l  u t i l i t y ,  a n d  a  g a s  o r

26 e l e c t r i c  u t i l i t y  r e g u l a t e d  u n d e r  AS 42 .05 ;  a n d

27 ( 2 ) " p r i c e  f o r  t h e  g a s  e s t a b l i s h e d  i n  t h e  c o n t r a c t "  i n -

28 e l u d e s  t a x  r e i m b u r s e m e n t  a m o u n t s ,  d e l i v e r a b i l i t y  a n d  o t h e r  c h a r g e s ,

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

( b b )  I n  t h e  e v e n t  o f  a  c o n t r a c t  b e t w e e n  p a r t i e s  t h a t  a r e  u n r e l a t ­

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

P r u d h o e  B a y  r e s e r v o i r  g a s  l e a s e s  b y  m e a n s  o f  d e l i v e r y  o f  t h e  g a s  

t h r o u g h  a  p i p e l i n e  f o r  e x p o r t  o u t  o f  t h e  s t a t e ,  a n d  w i t h i n  90 d a y s  

a f t e r  t h e  w r i t t e n  r e q u e s t  o f  a  l e s s e e  o f  a  l e a s e  i s s u e d  u n d e r  t h i s  

s e c t i o n ,  u n l e s s  t h e  c o m m i s s i o n e r  m a k e s  a  w r i t t e n  f i n d i n g  t h a t  t h e  

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

t h e  s t a t e  i n  r e t u r n  f o r  t h e  s t a t e ' s  g a s  r e s o u r c e s ,  t h e  c o m m i s s i o n e r  

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

g a s  e s t a b l i s h e d  i n  t h e  g a s  s a l e s  c o n t r a c t  a s  t h e  v a l u e  o f  t h e  s t a t e ' s  

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

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

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

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

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

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

I n  t h i s  s u b s e c t i o n ,  " p r i c e  f o r  t h e  g a s  e s t a b l i s h e d  i n  t h e - g a s  s a l e s  

c o n t r a c t "  i n c l u d e s  t a x  r e i m b u r s e m e n t  a m o u n t s ,  d e l i v e r a b i l i t y  a n d  o t h e r  

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

t h e  g a s  s a l e s  c o n t r a c t .

*  S e c .  3 .  AS 38 .05 .183  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( h )  T h e  c o m m i s s i o n e r  m a y  e n t e r  i n t o  a  c o n t r a c t  t o  s e l l  r o y a l t y  

g a s  t a k e n  i n  k i n d  b y  t h e  s t a t e  t o  a  g a s  o r  e l e c t r i c  u t i l i t y  a t  l e s s  

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

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

t h e  s a l e ,  m a k e s  a  w r i t t e n  f i n d i n g  t h a t  t h e  s a l e  i s  i n  t h e  b e s t  i n t e r ­

e s t  o f  t h e  s t a t e .  I n  t h i s  s u b s e c t i o n ,  " g a s  o r  e l e c t r i c  u t i l i t y "  

i n c l u d e s  a n  e l e c t r i c  c o o p e r a t i v e  o r g a n i z e d  u n d e r  AS 10 .25 ,  a  m u n i c i p a l
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•

1 1 u t i l i t y ,  a n d  a  g a s  o r  e l e c t r i c  u t i l i t y  r e g u l a t e d  u n d e r  AS  42 .05 .

2 *  S e c .  4 .  AS 3 8 .0 5 .8 1 0 ( a )  i s  a m e n d e d  t o  r e a d :

3 ( a )  E x c e p t  a s  o t h e r w i s e  p r o v i d e d  i n  AS 3 8 . 0 5 . 1 8 3 ( h ) ,  t h e  [THE ]

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

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

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

i 7 a  u t i l i t y  o w n e d  a n d  o p e r a t e d  b y  a  g o v e r n m e n t  a g e n c y  o r  n o n p r o f i t

8 c o o p e r a t i v e  a s - o c i a t i o n  o r g a n i z e d  t o  p a r t i c i p a t e  u n d e r  t h e  F e d e r a l

9 R u r a l  E l e c t r i f i c a t i o n  A c t  f o r  t h e  p u r p o s e  o f  g e n e r a t i n g  e l e c t r i c  p o w e r

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

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

12 c o m m i s s i o n e r  t o  b e  f a i r  a n d  p r o p e r  a n d  i n  t h e  b e s t  i n t e r e s t s  o f  t h e

13 p u b l i c ,  w i t h  d u e  c o n s i d e r a t i o n  g i v e n  t o  t h e  n a t u r e  o f  t h e  p u b l i c #! 14 s e r v i c e s  o r  f u n c t i o n  r e n d e r e d  b y  t h e  a g e n c y ,  s u b d i v i s i o n ,  o r  u t i l i t y

15 m a k i n g  a p p l i c a t i o n ,  a n d  o f  t h e  t e r m s  o f  t h e  g r a n t  u n d e r  w h i c h  t h e  l a n d

16 w a s  a c q u i r e d  b y  t h e  s t a t e .

17 *  S e c .  5 .  AS 3 8 . 0 5 . 1 8 0 ( a a ) , e n a c t e d  b y  s e c .  2 o f  t h i s  A c t ,  a p p l i e s  t o

18 a g r e e m e n t s  t o  e s t a b l i s h  f o r  a  l e a s e  i s s u e d  u n d e r  AS  38 .05 .180  t h e  i n - v a l u e

19 r o y a l t i e s  o n  g a s  p r o d u c t i o n  t h a t  i s  s o l d  u n d e r  a  c o n t r a c t  e n t e r e d  i n t o  o n

20 o r  a f t e r  t h e  e f f e c t i v e  d u t e  o f  t h i s  A c t  b e t w e e n  t h e  s t a t e ' s  l e s s e e  a n d  a

21 g a s  o r  e l e c t r i c  u t i l i t y .

22 *  S e c .  6 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS  01 .-

23 1 0 .0 7 0 ( c ) .

24

25

26

27

28

29

CSSB  3 0 9 ( R l s )  -4- ©
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2

3

4

5

BY THE  RESOURCES COMM ITTEE  

CS FOR SENATE B I L L  NO .  309 ( R e s o u r c e s )

I N  THE  L EG I S L A T U R E  OF THE  STATE  OF  ALASKA 

FOURTEENTH L EG I S LA TU R E  - SECOND S E S S IO N  

A B I L L

6 F o r  a n  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  r o y a l t y  g a s  c o n t r a c t s ; ,  a n d  p r o-

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

8 BE I T  ENACTED  BY THE  L EG I S LA TU RE  OF THE  STATE  OF  ALASKA:

9 *  S e c t i o n  1 . F I N D I N G S .  ( a )  T h e  l e g i s l a t u r e  f i n d s  t h a t  t h e  b e s t  i n t e r -

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

11 a u t h o r i z e d  t o  e s t a b l i s h  t h e  v a l u e  f o r  r o y a l t y  g a s  t a k e n  i n  v a l u e  b y  t h e

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

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

14 o r  n o t  t h e  r o y a l t y  g a s  l e a s e  w i t h  t h e  s t a t e  e s t a b l i s h e s  a  d i f f e r e n t  s t a n -

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

16 a r e  n o t  r e l a t e d  t o  e a c h  o t h e r .  T h e  l e g i s l a t u r e  f i n d s  t h a t  t h i s  a u t h o r i z a -

17 t i o n  s h o u l d  a p p l y  p r o s p e c t i v e l y  a n d  d o e s  n o t  i n t e n d  t h e  a u t h o r i z a t i o n  t o

18 a p p l y  t o  t h e  v a l u a t i o n  o f  r o y a l t y  g a s  t h a t  i s  s o l d  b y  a  l e s s e e  o f  t h e  s t a t e

19 u n d e r  a  c o n t r a c t  e n t e r e d  i n t o  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  w i t h  a

20 n o n p r o f i t  e l e c t r i c  u t i l i t y .

21 ( b )  T h e  l e g i s l a t u r e  f i n d s  t h a t  i t  i s  a l s o  i n  t h e  b e s t  i n t e r e s t  o f  t h e

22 s t a t e  t o  g i v e  t h e  c o m m i s s i o n e r  e x p l i c i t  d i s c r e t i o n a r y  a u t h o r i t y  t o  s e l l

23 r o y a l t y  g a s  r e c e i v e d  i n  k i n d  b y  t h e  s t a t e  t o  n o n p r o f i t  e l e c t r i c  u t i l i t i e s

24 a t  a  p r i c e  t h a t  i s  b e l o w  m a r k e t  v a l u e .

25 ( c )  T h e  p r o p e r  e x e r c i s e  o f  t h e  d i s c r e t i o n  c o n f e r r e d  b y  t h i s  A c t  o n

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

27 a s s i s t  t h e  c i t i z e n s  o f  t h e  s t a t e  w i t h  t h e i r  l o n g - t e r m  e l e c t r i c a l  n e e d s ,

28 i n c l u d i n g  t h e  p o w e r  c o s t  e q u a l i z a t i o n  p r o g r a m  u n d e r  AS 44 .83 .162  - 44 .83 .-

29 165 a n d  h y d r o e l e c t r i c  a n d  o t h e r  p r o g r a m s  f o r  t h e  g e n e r a t i o n  o f  e l e c t r i c i t y .
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1 (d )  T h e  s t a t e  s h o u l d  a d o p t  a  p o l i c y  f o r  t h e  s a l e  o f  r o y a l t y  g a s  t o

2 n o n p r o f i t  e l e c t r i c  u t i l i t i e s  f o r  i n - s t a t e  g e n e r a t i o n  o f  e l e c t r i c i t y  t h a t  i s
.

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

4 r o y a l t y  o i l  a n d  f o r  t h e  s a l e  o f  r o y a l t y  g a s  f o r  e x p o r t  f r o m  t h e  s t a t e  o r
•• i

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

6 *  S e c .  2 .  AS 38 .05 .180 i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

7 ( a a )  W i t h i n  90 d a y s  a f t e r  t h e  w r i t t e n  r e q u e s t  o f  a  l e s s e e  o f  a
)

8 l e a s e  i s s u e d  u n d e r  t h i s  s e c t i o n ,  u n l e s s  t h e  c o m m i s s i o n e r  m a k e s  a

9 w r i t t e n  f i n d i n g  b a s e d  o n  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  t h a t  t h e  con-

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

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

12 t r i e  c o n s u m e r s ,  t h e  c o m m i s s i o n e r  s h a l l  e n t e r  i n t o  a n  a g r e e m e n t  w i t h

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

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

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

16 a s  t h e  v a l u e  o f  t h e  s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n  s o l d  b y  a

17 l e s s e e  o f  t h e  s t a t e  t o  a  n o n p r o f i t  e l e c t r i c  u t i l i t y .  I n  t h i s

18 s u b s e c t i o n

19 (1) " n o n p r o f i t  e l e c t r i c  u t i l i t y "  i n c l u d e s  a n  e l e c t r i c

20 c o o p e r a t i v e  o r g a n i z e d  u n d e r  AS 10.25 a n d  a  m u n i c i p a l  u t i l i t y ;  a n d

21 (2) " p r i c e  f o r  t h e  g a s  e s t a b l i s h e d  i n  t h e  c o n t r a c t "  i n -

22 e l u d e s  t a x  r e i m b u r s e m e n t  a m o u n t s ,  d e l i v e r a b i l i t y  a n d  o t h e r  c h a r g e s ,

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

24 t y  u n d e r  t h e  c o n t r a c t .

25 *  S e c .  3. AS 3 8 .0 5 .1 8 3 ( h )  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o

26 r e a d :

27 ( h )  T h e  c o m m i s s i o n e r  may  e n t e r  i n t o  a  c o n t r a c t  t o  s e l l  r o y a l t y

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

j 29 t h a n  t h e  m a r k e t  v a l u e  o f  t h e  r o y a l t y  g a s  i f  t h e  c o m m i s s i o n e r ,  a f t e r
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c o n s i d e r i n g  t h e  c o n s u m e r  b e n e f i t s ,  o t h e r  b e n e f i t s ,  a n d  d e t r i m e n t s  o f  

t h e  s a l e ,  m a k e s  a  w r i t t e n  f i n d i n g  t h a t  t h e  s a l e  i s  i n  t h e  b e s t  i n t e r ­

e s t  o f  t h e  s t a t e .  I n  t h i s  s u b s e c t i o n ,  " n o n p r o f i t  e l e c t r i c  u t i l i t y "  

i n c l u d e s  a n  e l e c t r i c  c o o p e r a t i v e  o r g a n i z e d  u n d e r  AS 10.25 a n d  a  

m u n i c i p a l  u t i l i t y .

*  S e c .  4 .  AS 3 8 .0 5 .8 1 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  E x c e p t  a s  o t h e r w i s e  p r o v i d e d  i n  AS 3 8 .0 5 .1 8 3 ( h ) .  t h e  [THE ]  

l e a s e ,  s a l e ,  o r  o t h e r  d i s p o s a l  o f  s t a t e  l a n d  o r  r e s o u r c e s  may  b e  made  

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

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

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

c o o p e r a t i v e  a s s o c i a t i o n  o r g a n i z e d  t o  p a r t i c i p a t e  u n d e r  t h e  F e d e r a l  

R u r a l  E l e c t r i f i c a t i o n  A c t  f o r  t h e  p u r p o s e  o f  g e n e r a t i n g  e l e c t r i c  p o w e r  

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

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

c o m m i s s i o n e r  t o  b,-' f a i r  a n d  p r o p e r  a n d  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  

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

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

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

w a s  a c q u i r e d  b y  t h e  s t a t e .

*  S e c .  5 .  S e c t i o n  2 o f  t h i s  A c t  a p p l i e s  t o  c o n t r a c t s  e n t e r e d  i n t o  o n  o r

a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  t o  s e l l  t o  n o n p r o f i t  e l e c t r i c

u t i l i t i e s  g a s  p r o d u c e d  u n d e r  a  l e a s e  i s s u e d  u n d e r  AS 38 .0 5 .180 .

*  S e c .  6.  S e c t i o n  3 o f  t h i s  A c t  a p p l i e s  t o  c o n t r a c t s  e n t e r e d  i n t o  b y

t h e  s t a t e  o n  o r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  t o  s e l l  n e w  q u a n t i t i e s

o f  r o y a l t y  g a s  t o  n o n p r o f i t  e l e c t r i c  u t i l i t i e s .

*  S e c .  7. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 01.- 

1 0 .0 7 0 ( c ) .
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O f f e r e d :  2 / 2 0 / 8 6
R e f e r r e d :  R u l e s

O r i g i n a l  s p o n s o r s : F a i k s ,  K e l l y
a n d  V . F i s c h e r

1 I N  THE  SENATE  BY  THE  RESOURCES COMM ITTEE

2 CS FOR SENATE B I L L  NO.  309 ( R e s o u r c e s )

3 I N  THE  L EG I S LA TU R E  OF THE  STATE  OF  ALASKA

4 FOURTEENTH L EG I S LA TU RE  - SECOND S E S S IO N

5 A B I L L

6 F o r  a n  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  r o y a l t y  g a s  c o n t r a c t s ;  a n d  p r o -

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

8 BE I T  ENACTED BY THE  L EG I S LA TU R E  OF THE  STATE  OF ALASKA:

9 *  S e c t i o n  1. F I N D I N G S .  ( a )  T h e  l e g i s l a t u r e  f i n d s  t h a t  t h e  b e s t  i n t e r -

10 e s t  o f  t h e  s t a t e  w i l l  b e  s e r v e d  i f  t h e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e '  i s

11 a u t h o r i z e d  t o  e s t a b l i s h  the .  v a l u e  f o r  r o y a l t y  g a s  t a k e n  i n  v a l u e  b y  t h e

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

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

14 o r  n o t  t h e  r o y a l t y  g a s  l e a s e  w i t h  t h e  s t a t e  e s t a b l i s h e s  a  d i f f e r e n t  s t a n -

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

16 a r e  n o t  r e l a t e d  t o  e a c h  o t h e r .  T h e  l e g i s l a t u r e  f i n d s  t h a t  t h i s  a u t h o r i z a -

17 t i o n  s h o u l d  a p p l y  p r o s p e c t i v e l y  a n d  d o e s  n o t  i n t e n d  t h e  a u t h o r i z a t i o n  t o

18 a p p l y  t o  t h e  v a l u a t i o n  o f  r o y a l t y  g a s  t h a t  i s  s o l d  b y  a  l e s s e e  o f  t h e  s t a t e

19 u n d e r  a  c o n t r a c t  e n t e r e d  i n t o  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  w i t h  a

20 n o n p r o f i t  e l e c t r i c  u t i l i t y .

21 ( b )  T h e  l e g i s l a t u r e  f i n d s  t h a t  i t  i s  a l s o  i n  t h e  b e s t  i n t e r e s t  o f  t h e

22 s t a t e  t o  g i v e  t h e  c o m m i s s i o n e r  e x p l i c i t  d i s c r e t i o n a r y  a u t h o r i t y  t o  s e l l

23 r o y a l t y  g a s  r e c e i v e d  i n  k i n d  b y  t h e  s t a t e  t o  n o n p r o f i t  e l e c t r i c  u t i l i t i e s

24 a t  a  p r i c e  t h a t  i s  b e l o w  m a r k e t  v a l u e .

25 ( c )  T h e  p r o p e r  e x e r c i s e  o f  t h e  d i s c r e t i o n  c o n f e r r e d  b y  t h i s  A c t  o n

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

27 a s s i s t  t h e  c i t i z e n s  o f  t h e  s t a t e  w i t h  t h e i r  l o n g - t e r m  e l e c t r i c a l  n e e d s ,

28 i n c l u d i n g  t h e  p o w e r  c o s t  e q u a l i z a t i o n  p r o g r a m  u n d e r  AS 44 .83 .162  - 44 .83 .-

29 165 a n d  h y d r o e l e c t r i c  a n d  o t h e r  p r o g r a m s  f o r  t h e  g e n e r a t i o n  o f  e l e c t r i c i t y .
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1 ( d )  T h e  s t a t e  s h o u l d  a d o p t  a p o l i c y  f o r  t h e  s a l e  o f  r o y a l t y  g a s  t o

2 n o n p r o f i t  e l e c t r i c  u t i l i t i e s  f o r  i n - s t a t e  g e n e r a t i o n  o f  e l e c t r i c i t y  t h a t  i s
.1

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

4 r o y a l t y  o i l  a n d  f o r  t h e  s a l e  o f  r o y a l t y  g a s  f o r  e x p o r t  f r o m  t h e  s t a t e  o r

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

6 *  S e c .  2 .  AS 38 .05 .180 i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

7 ( a a )  W i t h i n  90 d a y s  a f t e r  t h e  w r i t t e n  r e q u e s t  o f  a  l e s s e e  o f  a
.>

8 l e a s e  i s s u e d  u n d e r  t h i s  s e c t i o n ,  u n l e s s  t h e  c o m m i s s i o n e r  m a k e s  a

9 w r i t t e n  f i n d i n g  b a s e d  o n  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  t h a t  t h e  con-

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

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

12 t r i e  c o n s u m e r s ,  t h e  c o m m i s s i o n e r  s h a l l  e n t e r  i n t o  a n  a g r e e m e n t  w i t h

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

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

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

16 a s  t h e  v a l u e  o f  t h e  s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n  s o l d  b y  a

17 l e s s e e  o f  t h e  s t a t e  t o  a  n o n p r o f i t  e l e c t r i c  u t i l i t y .  I n  t h i s

18 s u b s e c t i o n

19 (1) " n o n p r o f i t  e l e c t r i c  u t i l i t y "  i n c l u d e s  a n  e l e c t r i c

20 c o o p e r a t i v e  o r g a n i z e d  u n d e r  AS 10.25 a n d  a  m u n i c i p a l  u t i l i t y ;  a n d

21 (2) " p r i c e  f o r  t h e  g a s  e s t a b l i s h e d  i n  t h e  c o n t r a c t "  i n -

22 e l u d e s  t a x  r e i m b u r s e m e n t  a m o u n t s ,  d e l i v e r a b i l i t y  a n d  o t h e r  c h a r g e s ,

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

24 t y  u n d e r  t h e  c o n t r a c t .

25 *  S e c .  3. AS 38 .05 .1 8 3 ( h )  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o

26 r e a d :

27 ( h )  T h e  c o m m i s s i o n e r  may e n t e r  i n t o  a  c o n t r a c t  t o  s e l l  r o y a l t y

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

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

9
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1 c o n s i d e r i n g  t h e  c o n s u m e r  b e n e f i t s ,  o t h e r  b e n e f i t s ,  a n d  d e t r i m e n t s  o f

2 t h e  s a l e ,  m a k e s  a  w r i t t e n  f i n d i n g  t h a t  t h e  s a l e  i s  i n  t h e  b e s t  i n t e r -

3 e s t  o f  t h e  s t a t e .  I n  t h i s  s u b s e c t i o n ,  " n o n p r o f i t  e l e c t r i c  u t i l i t y "

4 i n c l u d e s  a n  e l e c t r i c  c o o p e r a t i v e  o r g a n i z e d  u n d e r  AS 10.25 a n d  a

5 m u n i c i p a l  u t i l i t y .

6 *  S e c .  4 .  AS 3 8 .0 5 .8 1 0 ( a )  i s  a m e n d e d  t o  r e a d :

7 ( a )  E x c e p t  a s  o t h e r w i s e  p r o v i d e d  i n  AS 3 8 .0 5 .1 8 3 ( h ) ,  t h e  [ THE ]

3 l e a s e ,  s a l e ,  o r  o t h e r  d i s p o s a l  o f  s t a t e  l a n d  o r  r e s o u r c e s  may  b e  mad e

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

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

11 a  u t i l i t y  o w n e d  a n d  o p e r a t e d  b y  a  g o v e r n m e n t  a g e n c y  o r  n o n p r o f i t

12 c o o p e r a t i v e  a s s o c i a t i o n  o r g a n i z e d  t o  p a r t i c i p a t e  u n d e r  t h e  F e d e r a l

13 R u r a l  E l e c t r i f i c a t i o n  A c t  f o r  t h e  p u r p o s e  o f  g e n e r a t i n g  e l e c t r i c  p o w e r

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

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

16 c o m m i s s i o n e r  t o  b e  f a i r  a n d  p r o p e r  a n d  i n  t h e  b e s t  i n t e r e s t s  o f  t h e

17 p u b l i c ,  w i t h  d u e  c o n s i d e r a t i o n  g i v e n  t o  t h e  n a t u r e  o f  t h e  p u b l i c

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

19 m a k i n g  a p p l i c a t i o n ,  a n d  o f  t h e  t e r m s  o f  t h e  g r a n t  u n d e r  w h i c h  t h e  l a n d

20 w a s  a c q u i r e d  b y  t h e  s t a t e .

21 *  S e c .  5.  S e c t i o n  2 o f  t h i s  A c t  a p p l i e s  t o  c o n t r a c t s  e n t e r e d  i n t o  o n  o r

22 a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  t o  s e l l  t o  n o n p r o f i t  e l e c t r i c

23 u t i l i t i e s  g a s  p r o d u c e d  u n d e r  a  l e a s e  i s s u e d  u n d e r  AS 38 .05 .180 .

24 *  S e c .  6. S e c t i o n  3 o f  t h i s  A c t  a p p l i e s  t o  c o n t r a c t s  e n t e r e d  i n t o  b y

25 t h e  s t a t e  o n  o r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  t o  s e l l  n e w  q u a n t i t i e s

26 o f  r o y a l t y  g a s  t o  n o n p r o f i t  e l e c t r i c  u t i l i t i e s .

27 *  S e c .  7 . T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 01.-

28 1 0 .0 7 0 ( c ) .
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I n t r o d u c e d :  5 / 4 / 8 5
R e f e r r e d :  R e s o u r c e s

1 I N  THE  SENATE  BY F A I R S ,  K E L L Y  AND V . F I S C H E R

2 SENATE  B I L L  NO .  309

3 I N  THE  L E G I S L A T U R E  OF THE  STATE  OF ALASKA

4 FOURTEENTH  L E G I S L A T U R E  - F I R S T  S E S S IO N

5 A B I L L

6 F o r  a n  A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  t h e  r o y a l t y  v a l u e  o f  a  n a t u r a l

7 g a s  l e a s e  o n  s t a t e  l a n d ;  a n d  p r o v i d i n g  f o r  a n  e f f e c -

8 t i v e  d a t e . "

9 BE  I T  ENACTED  BY THE  L E G I S L A T U R E  OF  THE  STATE  OF  ALASKA:

10 *  S e c t i o n  1. F I N D I N G .  T h e  l e g i s l a t i v e  f i n d s  t h a t  t o  p r o v i d e  f o r  t h e

11 u t i l i z a t i o n ,  d e v e l o p m e n t  a n d  c o n s e r v a t i o n  o f  g a s  r e s o u r c e s  f o r  t h e  m a x im u m

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

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

14 p r i m a r i l y  o n  t h e  c o n t r a c t  p r i c e  o f  g a s  r a t h e r  t h a n  t h e  c u r r e n t  m a r k e t  v a l u e

15 o f  t h e  g a s .  T h i s  w i l l  e n c o u r a g e  s t a b l e  m a r k e t s ,  p r o m o t e  i n v e s t m e n t ,  a s s u r e

16 r e a s o n a b l e  e n e r g y  p r i c e s  a n d  p r o v i d e  t h e  m a x im um  b e n e f i t  t o  t h e  p e o p l e  o f

17 t h e  s t a t e .

18 *  S e c .  2 .  AS 38 .05 .180  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  Lo r e a d :

19 ( a a )  N o t w i t h s t a n d i n g  o t h e r  p r o v i s i o n s  o f  t h i s  s e c t i o n ,  i f  t h e

20 r o y a l t y  s h a r e  o f  n a t u r a l  g a s  r e s e r v e d  t o  t h e  s t a t e  u n d e r  a  l e a s e

21 i s s u e d  u n d e r  ( f )  o f  t h i s  s e c t i o n  i s  t a k e n  i n  v a l u e ,  t h e  v a l u e  o f

22 p r o d u c t i o n  s o l d  u n d e r  a  l o n g - t e r m  s a l e s  c o n t r a c t  may  n o t  b e  g r e a t e r

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

24 c o n t r a c t  u n l e s s  i t  i s  s h o w n  b y  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  t h a t  t h e

25 l o n g - t e r m  c o n t r a c t  p r i c e  was  u n r e a s o n a b l y  l o w  a t  t h e  t i m e  o f  c o n t r a c t .

26 *  S e c .  3.  T h i s  A c t  a p p l i e s  t o  l e a s e s  i s s u e d  b e f o r e  o r  a f t e r  t h e  e f f e c -

27 t i v e  d a t e  o f  t h i s  A c t .

*  S e c .  4 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 01 .-

29 1 0 . 0 7 0 ( c ) .
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Offered: 2/27/86
Referred: Fina n ce

O r i g i n a l  sponsors: Stu rg u le ws ki , V. F i s c h e r
R o d e y  and Zhar of f

IN T H E  S E NA T E B Y  T H E  S T AT E A F F A I R S  C O M M I T T E E

CS F O R  S E N A T E  B I L L  NO. 310 (State Affairs)

IN T H E  L E G I S L A T U R E  OF THE S TA T E OF A L A S K A

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

A  BILL

F or an A c t  entitled: "A n A c t  e s t a b l i s h i n g  the A l a s k a  N a t u r a l  H a za rd s

f r a m e w o r k  and a m e a n s  for c o n t i n u i n g  c o o r d i n a t i o n  of h a z a r d - r e l a t e d  p r o­

grams and p u b l i c  s af e ty  p r a c t i c e s  at all g o v e r n m e n t a l  levels a nd in the 

p r i v a t e  sector; this n e e d  is n ot b e i n g  a d d r e s s e d  b y  a n y  c o n t i n u i n g  state 

g o v e r n m e n t  organiz at io n;

S a fe ty  Co mmission, the state can m a k e  l o n g - t e r m  p r o g r e s s  t o wa rd  m i t i g a t i n g  

the e f f e ct s of n a t u r a l  h a z ar ds  on p e r so n s a nd property, t h e r eb y r e d u c i n g  

the costs o f  r e s p o n d i n g  to a n d  r e c o v e r i n g  f r o m  n a t u r a l  hazards.

* Sec. 2. A S  44.37 is a m e n d e d  b y  a d d i n g  n e w  s ections to read:

A R T I C L E  2. A L A S K A  N A T U R A L  H A Z A R D S  S A F E T Y  COMMISSION.

Sec. 44.37.200. C O M M I S S I O N  ESTA BL IS HE D.  The A l a s k a  N a t u r a l  

H a z a r d s  Safe ty  C o m m i s s i o n  is e s t a b l i s h e d  in the D e p a r t m e n t  of N a t u r a l  

R e s o u r c e s .

Sec. 44.37.210. M EM BE R SH IP . (a) The c o m m i s s i o n  is c o m p o s e d  of 

11 m e m b e r s  a p p o i n t e d  b y  the g o v e r n o r  for terms o f  three y e a r s . A  

m e m b e r  h o l d s  offi c e u n t i l  a s u c c e s s o r  is a p p o i n t e d  a n d  confirmed. A  

v a c a n c y  is f i ll ed  for the u n e x p i r e d  term. The g o v e r n o r  shall a p p o i n t  

to the c o m m i s s i o n  a r e p r e s e n t a t i v e  f r o m  the U n i v e r s i t y  of Alaska, a 

r e p r e s e n t a t i v e  f r o m  the D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  Affairs,

S a f et y Co mm i s s i o n . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S TA TE  O F  ALASKA:

* S e c t io n I. FINDINGS. The le gi s l a t u r e  finds that

(1) there is a p r e s s i n g  n e e d  to p r o v i d e  a c o n s i s t e n t  p o l i c y

(2) t h r o u g h  c o n c e r t e d  efforts c o o r d i n a t e d  b y  a N a t u r a l  H a z a r d s

1- C S S B  3 1 0 (SA)
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a r e p r e s e n t a t i v e  f r o m  the D e p a r t m e n t  of N a t u r a l  Resour ce s,  a r e p r e s e n­

tative f r o m  the D e p a r t m e n t  of M i l i t a r y  a nd V e t e r a n s’ Affairs , a r e p­

re s e n t a t i v e  f r o m  the D e p a r t m e n t  of T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l­

ities, a r e p r e s e n t a t i v e  f r o m  a n  a p p r o p r i a t e  f e d er al  a g e n c y  a n d  shall 

a p p o i n t  the r e m a i n i n g  five m e m b e r s  f r o m  m e m b e r s  o f  the p u b l i c  w h o  are 

k n o w l e d g e a b l e  in the fields of geology, seismology, h yd ro l o g y ,  geo- 

t e c h n i c a l  en g in e e r i n g ,  s t r u c t u r a l  e n g i ne er in g,  e m e r g e n c y  services, or 

p la nning. In m a k i n g  a p p o i n t m e n t s  to the comm is s io n,  the g o v e r n o r  

shall c o n s i d e r  the n e e d  for r e p r e s e n t a t i o n  f r o m  a ll p a r t s  o f  the 

state.

(b) T h e  c o m m i s s i o n  shall elect a n n u a l l y  fr om  its m e m b e r s  a 

c h a i r m a n  and v i c e - c h a i r m a n .  A  m a j o r i t y  of the c o m m i s s i o n  m a y  v o t e  to 

r e p l a c e  an o f f i c e r  of the commission.

(c) S i x  m e m b e r s  c o n s t i t u t e  a quorum.

(d) C o m m i s s i o n  m e m b e r s  r e c e i v e  n o  c o m p e n s a t i o n  b ut a re e n t i t l e d  

to t ra ve l a n d  p e r  d i e m  a u t h o r i z e d  for b o ar ds  a nd c o m m i s s i o n s  u n d e r  

A S  39.20.180.

Sec. 44.37.220. P O W E R S  A N D  DUTIES. (a) T h e  coamrlssion shall

(1) r e c o m m e n d  g oals a n d  p r i o r i t i e s  for h a z a r d  m i t i g a t i o n  to 

the p u b l i c  a n d  p r i v a t e  sectors;

(2) a n n u a l l y  r e c o m m e n d  p o l i c i e s  to the g o v e r n o r  an d the 

legislature, i n c l u d i n g  n e e d e d  research, m a p pi ng , and m o n i t o r i n g  p r o­

grams ;

(3) offer a d v i c e  o n  c o o r d i n a t i n g  d i s a s t e r  p r e p a r e d n e s s  and 

h a z a r d - m i t i g a t i o n  a c t i v i t i e s  o f  g o v e r n m e n t  at al l  levels, r e v i e w  the 

p r a c t i c e s  f o r  r e c o v e r y  a n d  r e c o n s t r u c t i o n  a f t e r  a n a t u r a l  disaster, 

and r e c o m m e n d  i m p r o v e m e n t s  to m i t i g a t e  l osses f r o m  s i m i l a r  futu re  

e v e n t s ;

(4) gather, analyze, and d i s s e m i n a t e  i n f o r m a t i o n  of g e n e r a l 

C S S B  310(SA) -2-
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i n t e r e s t  o n  h a z a r d  m i t i g a t i o n }

(5) e s t a b l i s h  a n d  m a i n t a i n  n e c e s s a r y  w o r k i n g  r e l a t i o n s h i p s  

w i t h  o t h e r  p u b l i c  a n d  p r i v a t e  agencies}

(6) r e v i e w  p r e d i c t i o n s  and w a r n i n g s  i s s u e d  b 7  the federal 

g o ve rn me nt ,  r e s e a r c h  in st i t u t i o n s ,  a n d  o t h e r  o r g a n i s a t i o n s  a n d  p e rs on s 

and s u g g e s t  a p p r o p r i a t e  r e s p o n s e s  at the. st at e and  lo c al  level; and

(7) r e v i e w  p r o p o s e d  h a z a r d  n o t i f i c a t i o n s  a n d  s u p p o r t i n g  

i n f o r m a t i o n  f r o m  s t at e agencies, e v a l u a t e  p o s s i b l e  s o c i o e c o n o m i c  

c o n s e q u e n c e s ,  r e c o m m e n d  that t he g o v e r n o r  issue f o r m a l  h a z a r d  n o t i­

fica t i o n s  w h e n  a p p r op ri at e , a n d  a d vi se  s ta te  a nd local a g e n c i e s  of 

a p p r o p r i a t e  responses.

( b )  T h e  c o m m i s s i o n  m a y

(1) a d v i s e  the g o v e r n o r  and the l e g i s l a t u r e  o n  d i s a s t e r

p r e p a r e d n e s s  and h a z a r d  m i t i g a t i o n  and on b u d g e t s  for t h o s e  a c t i v i­

ties, an d r e c o m m e n d  l e g i s l a t i o n  or p o l i c i e s  to i m p ro ve  d i s a s t e r  p r e­

par e d n e s s  o r  h a z a r d  m i t i g a t i o n ;

(2) c o n d u c t  p u b l i c  hea ri n gs ;

(3) a p p o i n t  c o m m i t t e e s  f r o m  its m e m b e r s h i p  a n d  a p p o i n t

e x t e r n a l  a d v i s o r y  c o m m i t t e e s  of e x - o f f i c i o  mem be rs ;  and

(4) a c c e p t  grants, c o n t r ib ut io ns , a nd a p p r o p r i a t i o n s  fr om

p u b l i c  agencies, p r i v a t e  foundations, and i nd ividuals.

Sec. 4 4. 3 7. 23 0.  D E F I N I T I O N S .  I n  AS 4 4 . 3 7 . 2 0 0  - 4 4 . 3 7 . 2 3 0

(1) “c o m m i s s i o n” m e a n s  the A l a s k a  N a t u r a l  H a z a r d s  S a f e t y  

Comm?, ss ion;

(2) " d i s a s t e r  p r e p a r e d n e s s "  m e a n s  e s t a b l i s h i n g  p l a n s  and 

p r o g r a m s  f o r  r e s p o n d i n g  to a n d  d i s t r i b u t i n g  fmids to a l l e v i a t e  losses 

f r o m  a d i s a s t e r  as d e f i n e d  in A S  26.23.230;

(3) " h a z a r d  m i t i g a t i o n "  o r  " m i t i g a t i o n "  m e a n  a c t i v i t i e s  

t h a t  p r e v e n t  o r  a l l e v i a t e  t he h a r m f u l  e f f e c t s  o f  n a t u r a l  h a z a r d s  to

3 C S S B  3 1 0 (SA)

/
i



p e r s o n s  a n d  pr op e rt y,  i n c l u d i n g  i d e n t i f i c a t i o n  a n d  e v a l u a t i o n  of the 

h a z a r d s ,  a s s e s s m e n t  of the risks, a nd i m p l e m e n t a t i o n  o f  m e a s u r e s  to 

r e d u c e  p o t e n t i a l  losse s b e f o r e  a d a m a g i n g  e v e n t  occurs.

* Sec. 3. AS 4 4 . 6 6 . 0 1 0 (a) is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(13) A l a s k a  N a t u r a l  H a z a r d s  S a f e t y  C o m m i s s i o n  (AS 44.37.200) 

—  J u n e  30, 1990.

* Sec. 4. N o t w i t h s t a n d i n g  A S  4 4 . 3 7 . 21 0 e n a c t e d  b y  sec. 2 of this Act, 

t wo of the init ia l  p u b l i c  m e m b e r s  of th e A l a s k a  N a t u r a l  H a z a r d s  S a f e t y  

C o m m i s s i o n  shall s e r v e  terms o f two years, two init ia l p u b l i c  m e m b e r s  of 

the c o m m i s s i o n  shall 3erve terms o f  t hree y e a r s  a n d  one ini ti a l p u b l i c  

m e m b e r  shall se r ve  a t e r m  of four years.

*  Sec. 5. N o t h i n g  ir\ this A c t  is i n t e n d e d  to t r a n s f e r  to the c o m m i s s i o n
i

the a u t h o r i t i e s  a n d  r e s p o n s i b i l i t i e s  of o t h e r  state agencies, boards, 

councils, or c o m m i s s i o n s  or of local governments.

C S S B  3 1 0 ( S A ) - 4 -
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B Y  S T U R G U L E W S K I , V. FISCHER,
IN T H E  S E N AT E R O D E Y  A N D  Z H A RO FF

S E N A T E  B I L L  NO. 310 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A  

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

A  BI LL

For a n  A c t  entitled: " A n  Act e s t a b l i s h i n g  the A l a s k a  N a t u r a l  H a z a r d s

S a f e t y  C o m m i s s i o n . "

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

* S e c t i o n  1. FINDINGS. The l e g i s l a t u r e  finds that

(1) a l t h o u g h  the state has m a d e  s i g n i f i c a n t  i m pr o v e m e n t s  in 

d i s a s t e r  p r e p a r e d n e s s  since the g r e a t  e a r t h q u a k e  of 1964, there h as b e e n  

little c o r r e s p o n d i n g  i m p r o v e m e n t  in m e a s u r e s  to r educe the d i s a s te r 

p o t e n t i a l  of n a t u r a l  h a z a r d s  and, c o n se qu en tl y , to r e du ce  de pe n d e n c e  on 

d i s a s t e r  relief;

(2) there is a p r e s s i n g  n e e d  to p r o v i d e  a c o ns i s t e n t  p o l i c y  

f r a m e w o r k  a n d  a m e a n s  for c o n t i n u i n g  c o o r d i n a t i o n  of h a z a r d - r e l a t e d  p r o­

grams and  pu blic s a f e t y  p r a c t i c e s  at all g o v e r n m e n t a l  levels and in the 

p r i v at e sector; this n e e d  is not  b e i n g  a d d r e s s e d  b y  any c o n t i n u i n g  state 

g o v e r n m e n t  or ga ni sa ti o n;

(3) t h r o u g h  c o n c e r t e d  e f f or ts  c o o r d i n a t e d  b y  a N a t u r a l  Haz a rd s 

Safe ty  Commission, the state c an m a k e  l o n g - t e r m  p r o g r e s s  t ow a rd  m i t i g a t i n g  

the effects of n a t u r a l  h a z a r d s  on p e r s o n s  a n d  pr operty, t h e r e b y  r e d u c i n g 

the costs of r e s p o n d i n g  to and r e c o v e r i n g  f r o m  n a t u r a l  hazards.

* Sec. 2. A S  44.19  is a m e n d e d  b y  a d d i n g  n e w  s ections to read:

A R T I C L E  15. A L A S K A  N A T U R A L  H A Z A R D S  S A F E T Y  COMMISSION,

Sec. 44.19.241. C O M M I S S I O N  E S T A B L I S H E D .  The A l as k a N a t u r a l  

H a z a r d s  S a f e t y  C o m m i s s i o n  is e s t a b l i s h e d  in the O ff ic e of the G o v e r­

nor.

Sec. 44.19.242. M EM B ER SH IP . (a) T h e  c o m m i s s i o n  is c o m p o s e d  of

- 1 -  S B  3 1 0
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11 m e m b e r s  a p p o i n t e d  b y  the g o v e r n o r  for terms o f  three years. A  

m e m b e r  h o l d s  o f f i c e  u n t i l  a s u c c e s s o r  is a p p o i n t e d  a n d  c onfirmed. A  

v a c a n c y  is f i l l e d  f o r  the u n e x p i r e d  term. T h e  g o v e r n o r  shall a p p oi n t 

to t he c o m m i s s i o n  a r e p r e s e n t a t i v e  f r o m  the U n i v e r s i t y  of A l a s k a ,  a 

r e p r e s e n t a t i v e  f r o m  local gove rn me nt , a r e p r e s e n t a t i v e  f r o m  the D e­

pa r t m e n t  of N a t u r a l  Re so ur c e s ,  a r e p r e s e n t a t i v e  f r o m  the D e p a r t m e n t  of 

M i l i t a r y  a n d  V e t e r a n s’ Affairs ,  a r e p r e s e n t a t i v e  f r o m  a n  a p p r o p r i a t e  

f e d e r a l  a g e n c y  a n d  s h a l l  a p p o in t  the r e m a i n i n g  s ix m e m b e r s  f r o m  m e m­

bers  o f  the p u b l i c  w h o  are k n o w l e d g e a b l e  i n  the fields of geology, 
'V ' • : . - -v. " * *

s e ismology, h y d r o l o g y ,  g e o t e e h n i c a l  engin ee ri n g,  struc tu r al  e n g i n e e r­

ing, e m e r g e n c y  services, or planning.

• (b) T h e  c o m m i s s i o n  shall elect a n n u a l l y  f r o m  its m e m b e r s  a 

c h a i r m a n  a n d  v i c e - c h a i r m a n .  A  m a j o r i t y  of the co mm i s s i o n  m a y  v o t e  to 

r e p l a c e  an o f f i c e r  o f  the commission.

(c) E i g h t  m e m b e r s  c o n st it ut e s a quorum.

(d) C o m m i s s i o n  m e m b e r s  r e c e i v e  no c o m p e n s a t i o n  b u t  are e n t i t l e d  

to t ra ve l and p e r  d i e m  a u t h o r i z e d  for b o a r d s  a n d  c om m is s i o n s  u n d e r  

A S  39.20.180.

Sec. 4 4. 1 9. 2 4 3 .  P O W E R S  A N D  DUTIES, (a) T h e  c o m m i s s i o n  shall

(1) r e c o m m e n d  goals a nd p r i o r i t i e s  for h a z a r d  m i t i g a t i o n  to 

the p u b l i c  a n d  p r i v a t e  sectors;

(2) r e c o m m e n d  p o l i c i e s  to the g o v e r n o r  a n d  the legislature, 

i n c l u d i n g  n e e d e d  re se ar ch , map pi ng , a nd m o n i t o r i n g  programs;

(3) o f f e r  a d v i c e  on c o o r d i n a t i n g  d i s a s t e r  p r e p a r e d n e s s  a n d  

h a z a r d - m i t i g a t i o n  a c t i v i t i e s  of g o v e r n m e n t  at a l l  levels, r e v i e w  the 

p r a c t i c e s  f o r  r e c o v e r y  a n d  r e c o n s t r u c t i o n  a f t e r  a n a t u r a l  disaster, 

a n d  r e c o m m e n d  i m p r o v e m e n t s  to m i t i g a t e  l osses f r o m  similar future 

events;

(4) gather, analyze, a n d  d i s s e m i n a t e  i n f o r m a t i o n  of g e n e r a l

•li ..-'I L2-:



i n t er es t on h a z a r d  mitig at io n;
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(5) e s t a b l i s h  a n d  m a i n t a i n  n e c e s s a r y  w o r k i n g  r e l a t i o n s h i p s  

w i t h  o t h e r  p u b l i c  a n d  p r i v a t e  agencies;

(6) r e v i e w  p r e d i c t i o n s  a n d  w a r n i n g s  i s s u e d  b y  the federal 

g o vernment, r e s e a r c h  inst it ut i on s,  a n d  o t h e r  o r g a n i z a t i o n s  a n d  p e r s o n s  

a n d  s u g ge st  a p p r o p r i a t e  r e s p o n s e s  at the s tate and local level; and

(7) r e v i e w  p r o p o s e d  h a z a r d  n o t i f i c a t i o n s  and s u p p o r t i n g  

i n f o r m a t i o n  f r o m  s tate agencies, e v a lu a te  p o s s i b l e  s o c i o e c o n o m i c 

c o n s e q u e n c e s , r e c o m m e n d  that the g o v e r n o r  issue f o r m a l  h a z a r d  n o t i­

fica tio n s w h e n  app ro pr i at e,  a n d  a d v is e state and  l o ca l age n ci es  of 

a p p r o p r i a t e  responses.

(b) T h e  c o m m i s s i o n  m a y

(1) a d v i s e  the g o v e r n o r  and the l e g i s l a t u r e  o n  dis as t er

p r e p a r e d n e s s  a n d  h a z a r d  m i t i g a t i o n  and on b u d g e t s  for those a c t i v i­

ties, a n d  r e c o m m e n d  l e g i s l a t i o n  or p o l i c i e s  to i m p r ov e d i s a s t e r  p r e­

pare d n e s s  or h a z a r d  m it ig a t i o n ;

(2) c o n d u c t  p u b l i c  hearings;

(3) a p p o i n t  c o m m i t t e e s  f r o m  its m e m b e r s h i p  a n d  a p po in t

e x t e r n a l  a d v i s o r y  c o m m i t t e e s  of e x - o f f i c i o  m e m be r s;  a n d

(4) a cc ep t grants, co nt r ib ut io ns , a n d  a p p r o p r i a t i o n s  fro m

p u b l i c  agencies, p r i v a t e  f o un dations, a nd individuals.

Sec. 4 4.19.244. D EF IN I T I O N S .  In AS 44.19.241 - 4 4 . 1 9 .2 44

■ ■ 4
(1) “co m m i s s i o n "  m e a n s  the A l a s k a  N a t u r a l  H a z a r d s  Sa fety 

C om mission;

(2) “disa s t e r  p r e p a r e d n e s s "  m e a n s  e s t a b l i s h i n g  p la ns  a n d  

p r o g r a m s  f o r  r e s p o n d i n g  to a n d  d i s t r i b u t i n g  funds to a l l e v i a t e  losses 

f r o m  a d i s a s t e r  as d e f i n e d  i n  A S  26.23.230;

(3) “ha z a r d  m i t i g a t i o n "  or “mi t i g a t i o n "  m e a n  a c t i v i t i e s  

that p r e v e n t  o r  a l l e v i a t e  the h a r m f u l  eff ec ts  of n a t u r a l  h a z a r d s  to
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p e r s o n s  a n d  property, i n c l u d i n g  i d e n t i f i c a t i o n  a n d  e v a l u a t i o n  o f  the 

h azards, a s s e s s m e n t  of the risks, a n d  i m p l e m e n t a t i o n  of m e a s u r e s  to 

r e d u c e  p o t e n t i a l  losses b e f o r e  a d a m a g i n g  e v en t occurs.

* Sec. 3. A S  44.66.010(a) is a m e n d e d  b y  a dd i ng  a n e w  p a r a g r a p h  to read:

(13) A l a s k a  N a t u r a l  H a z a r d s  S a f e t y  C o m m i s s i o n  (AS 44.19.241)  

—  J u n e  30, 1989.

* Sec. 4. N o t w i t h s t a n d i n g  A S  44. 19.242 e n a c t e d  b y  sec. 2 of this Act,

four of the initial m e m b e r s  of the A l a s k a  N a t u r a l  H a z a r d s  S a f e t y  C o m m i s s i o n
• ’ *

shall serve terms of two y e ar s a n d  t h r e e  i n i t i a l  m e m b er s shall s er ve  terms 

of f o u r  years.

* Sec. 5. N o t h i n g  in this A c t  is i n t e n d e d  to tra ns fe r to the c o m m i s s i o n  

the a u t h o r i t i e s  a n d  r e s p o n s i b i l i t i e s  of o t h e r  state a ge ncies, boards, 

councils, o r  co m mi s s i o n s  o r  of local governments.
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BILL SHEFFIELD, GOVERNOR
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P O S I T IO N  PAPER

R E : SB 310
I

SPO NSORS :  S e n a t o r s  S t u r g u l e w s k i ,  F i s c h e r ,
a n d  z h a r o f f

E f f e c t s  o f  B i l l : T h i s  b i l l  w o u l d  e s t a b l i s h  a  N a t u r a l  H a z a r d s
S a f e t y  C o m m i s s i o n  c o m p o s e d  o f  e l e v e n  m em b e r s  t o  a d d r e s s  h a z a r d s  
m i t i g a t i o n  a n d  d i s a s t e r  p r e p a r e d n e s s  i s s u e s .
C o m m e n t s : T h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s
s u p p o r t s  t h e  b i l l  a s  a  r a t i o n a l  way  t o  a d d r e s s  t h e  v i t a l  n e e d  
t o  c o o r d i n a t e  t h e  a c t i v i t i e s  o f  h a z a r d - r e l a t e d  p r o g r a m s  an d  
p u b l i c  s a f e t y  p r a c t i c e s  a t  a l l  g o v e r n m e n t a l  l e v e l s  a n d  i n  t h e  
p r i v a t e  s e c t o r .

F l o o d i n g  i s  o n e  o f  t h e  m a j o r  n a t u r a l  h a z a r d s  t h a t  r e g u l a r l y  
o c c u r s  i n  A l a s k a .  M a j o r  r i v e r s  a l m o s t  on  an  a n n u a l  b a s i s
p r o d u c e  f l o o d s  w h i c h  c a u s e  s i g n i f i c a n t  p r o p e r t y  d am ag e  a n d
t h r e a t e n  t h e  h e a l t h  a n d  s a f e t y  o f  A l a s k a n  r e s i d e n t s .  T h e
D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  i s  t h e
c o o r d i n a t i n g  o f f i c e  o f  t h e  N a t i o n a l  F l o o d  I n s u r a n c e  P r o g r a m .  
T h e  p o t e n t i a l  f l o o d  h a z a r d  m i t i g a t i o n  a n d  p o s t - d i s a s t e r  
f l o o d p l a i n  m a n a g e m e n t  d u t i e s  o f  t h e  p r o p o s e d  C o m m i s s i o n  w o u l d
b e n e f i t  g r e a t l y  o u r  D e p a r t m e n t ' s  f l o o d p l a i n  m an a g e m e n t  
c o m m u n i t y  a s s i s t a n c e  p r o g r a m .

B e c a u s e  o f  t h e  D e p a r t m e n t ' s  i n t e r e s t  a n d  a c t i v e  i n v o l v e m e n t  i n  
t h e  a r e a  o f  n a t u r a l  h a z a r d  m i t i g a t i o n  a n d  m a n a g e m e n t ,  t h e
D e p a r t m e n t  b e l i e v e s  SB  3 1 0  s h o u l d  b e  am en d e d  t o  p r o v i d e  f o r  a 
r e p r e s e n t a t i v e  f r o m  t h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  
A f f a i r s .  E v e n  t h o u g h  t h e  e x i s t i n g  b i l l  p r o v i d e s  f o r  a  l o c a l
g o v e r n m e n t  r e p r e s e n t a t i v e ,  t h e  a d d i t i o n  o f  a  DCRA 
r e p r e s e n t a t i v e  w o u l d  e n h a n c e  t h e  l i n k  b e t w e e n  l o c a l  g o v e r n m e n t s  
a n d  t h e  h a z a r d  m i t i g a t i o n  f u n c t i o n s  o f  t h e  N a t u r a l  H a z a r d s  
S a f e t y  C o m m i s s i o n .

E m i l  N o t t i ,  C o m m i s s i o n e r

21-P1LH
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Offered: 2/27/86
Referred: Finance

IN  THE SENATE BY THE STATE AFFA IRS  COMMITTEE
CS FOR SENATE B I L L  NO. 3 1 0  ( S t a t e  A f f a i r s )
IN  THE LEGISLATURE OF THE STATE OF ALASKA 
FOURTEENTH LEGISLATURE -  SECOND SESS ION 

A B I L L
F o r  an  A c t  e n t i t l e d :  "A n  A c t  e s t a b l i s h i n g  t h e  A l a s k a  N a t u r a l  H a z a r d s

S a f e t y  C o m m i s s i o n . "
BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1 .  F IN D IN G S . The l e g i s l a t u r e  f i n d s  t h a t
( 1 )  t h e r e  i s  a p r e s s i n g  n e e d  t o  p r o v i d e  a  c o n s i s t e n t  p o l i c y  

f r a m e w o r k  an d  a  means f o r  c o n t i n u i n g  c o o r d i n a t i o n  o f  h a z a r d - r e l a t e d  p r o ­
g ram s  and p u b l i c  s a f e t y  p r a c t i c e s  a t  a l l  g o v e r n m e n t a l  l e v e l s  a n d  i n  t h e  
p r i v a t e  s e c t o r ;  t h i s  n e e d  i s  n o t  b e i n g  a d d r e s s e d  b y  an y  c o n t i n u i n g  s t a t e  
g o v e rn m e n t  o r g a n i z a t i o n ;

( 2 )  t h r o u g h  c o n c e r t e d  e f f o r t s  c o o r d i n a t e d  b y  a  N a t u r a l  H a z a r d s  
S a f e t y  C o m m is s i o n ,  t h e  s t a t e  c a n  make l o n g - t e r m  p r o g r e s s  t o w a r d  m i t i g a t i n g  
t h e  e f f e c t s  o f  n a t u r a l  h a z a r d s  o n  p e r s o n s  a nd  p r o p e r t y ,  t h e r e b y  r e d u c i n g  
t h e  c o s t s  o f  r e s p o n d i n g  t o  and  r e c o v e r i n g  f r o m  n a t u r a l  h a z a r d s .

*  S e c .  2 .  AS 4 4 . 3 7  i s  amended b y  a d d i n g  new s e c t i o n s  t o  r e a d :
ARTICLE 2 .  ALASKA NATURAL HAZARDS SAFETY COMMISSION.

S e c .  4 4 . 3 7 . 2 0 0 .  COMMISSION ESTABLISHED . The  A l a s k a  N a t u r a l  
H a z a r d s  S a f e t y  C om m is s io n  i s  e s t a b l i s h e d  i n  t h e  D e p a r tm e n t  o f  N a t u r a l  
R e s o u r c e s .

S e c .  4 4 . 3 7 . 2 1 0 .  MEMBERSHIP. ( a )  The c o m m is s i o n  i s  c om po sed  o f  
1 1  members a p p o i n t e d  b y  t h e  g o v e r n o r  f o r  t e rm s  o f  t h r e e  y e a r s .  A 
member h o l d s  o f f i c e  u n t i l  a  s u c c e s s o r  i s  a p p o i n t e d  an d  c o n f i r m e d .  A 
v a c a n c y  i s  f i l l e d  f o r  t h e  u n e x p i r e d  t e r m .  The  g o v e r n o r  s h a l l  a p p o i n t  
t o  t h e  c o m m is s i o n  a  r e p r e s e n t a t i v e  f r o m  t h e  U n i v e r s i t y  o f  A l a s k a ,  a  
r e p r e s e n t a t i v e  f r o m  t h e  D e p a r tm e n t  o f  C omm un ity  a n d  R e g i o n a l  A f f a i r s . ,

Original sponsors: Sturgulewski, V. Fischer,
R o d e y  a n d  Zhar of f
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1 a re presentative from the Depa rtm ent of Na tu ral Resources, a represen-

2 tative from the De pa rtm ent of M i l i t a r y  an d Veterans' Affairs, a rep-

3 re sentative from the De p a r t m e n t  of T r a n s p o r t a t i o n  and P u bl ic Facil-

4 ities, a re pr ese nta ti ve from an a p pr opr iat e federal ag en cy an d shall

5 appoint the re ma ini ng five me mb ers from me m b e r s  of the p u b l i c  w h o  are

6 kn ow led gea bl e in the fields of geology, seismology, hydrology, geo-

7 technical engineering, structural engineering, emergency services, or

8 planning. In m a k i n g  ap po int men ts to the commission, the gove rno r

9 shall cons ide r the n e e d  for re p r e s e n t a t i o n  from all parts of the

10 state.

11 (b) The co mm iss ion shall elect annu all y from its me mb ers a

12 chai rma n and vi ce-chairman. A  ma j o r i t y  of the co mm iss ion ma y v o t e  to

13 replace an of fi cer of the commission.

14 (c) Six members co ns tit ute a quorum.

13 (d) Co mm iss ion me mbers re ceive no co mp ens ati on but are e n ti tle d

16 to travel and per diem au th ori zed for boards and co mmissions under

17 AS  39.20.180.

18 Sec. 44.37.220. POWERS A N D  DUTIES. (a) The co mm iss ion shall

19 (1) re co mme nd goals and pr io rit ies for h a z a r d  m i t i g a t i o n  to

20 the public an d pr ivate sectors;

21 (2) annually re co mme nd p o li cie s to the g o v e r n o r  and the

22 legislature, including n e ed ed research, mapping, and m o n i t o r i n g  pro-

23 g r a m s ;

24 (3) of fe r advice on  co or din ati ng d i sa ste r pr ep a r e d n e s s  and

25 ha z a r d - m i t i g a t i o n  activities of gove rnm ent at all levels, r e v i e w  the

26 practices for recovery and r e c o n s t r u c t i o n  af te r a na t u r a l  disaster,

27 and recommend improvements to mi t i g a t e  losses from si mi lar future

28 events;

29 (4) gather, analyze, and d i ss emi nat e in fo rma tio n of general

#
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interest on hazard mitigation;

( 5 )  e s t a b l i s h  a nd  m a i n t a i n  n e c e s s a r y  w o r k i n g  r e l a t i o n s h i p s  
W i t h  o t h e r  p u b l i c  and  p r i v a t e  a g e n c i e s ;

(6) review predictions and warnings issued by the federal 

government, research institutions, and other organizations and persons 

and suggest appropriate responses at the state and local level; and

(7) review proposed hazard notifications and supporting 

information from state agencies, evaluate possible socioeconomic 

consequences, recommend that the governor issue formal hazard noti­

fications when appropriate, and advise state and local agencies of 

appropriate responses.

( b )  T he  c o m m is s i o n  may
(1) advise the governor and the legislature on disaster

preparedness and hazard mitigation and on budgets for those activi­

ties, and recommend legislation or policies to improve disaster pre­

paredness or hazard mitigation;

(2) conduct public hearings;

(3) appoint committees from its membership and appoint

external advisory committees of ex-officio members; and

(4) accept grants, contributions, and appropriations from 

public agencies, private foundations, and individuals.

Sec. 44.37.230. DEFINITIONS. In AS 44.37.200 - 44.37.230

(1) "commission" means the Alaska Natural Hazards Safety 

Commission;

(2) "disaster preparedness" means establishing plans and 

programs for responding to and distributing funds to alleviate losses 

from a disaster as defined in AS 26.23.230;

(3) "hazard mitigation" or "mitigation" mean activities 

that prevent or alleviate the harmful effects of natural hazards to

-3- CSSB 310(SA)



persons and property, including identification and evaluation of the 

hazards, assessment of the risks, and implementation of measures to 

reduce potential losses before a damaging event occurs.

* Sec. 3. AS 44.66.010(a) is amended by adding a new paragraph to read:

(13) Alaska Natural Hazards Safety Commission (AS 44.37.200) 

-- June 30, 1990.

* Sec. 4. Notwithstanding AS 44.37.210 enacted by sec. 2 of this Act, 

two of the initial public members of the Alaska Natural Hazards Safety 

Commission shall serve terms of two years, two initial public members of 

the commission shall serve terms of three years and one initial public 

member shall serve a term of four years.

* Sec. 5. Nothing in this Act is intended to transfer to the commission 

the authorities and responsibilities of other state agencies, boards, 

councils, or commissions or of local governments.

CSSB 310(SA) -4-



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

Introduced: 5/6/85
Referred: State Affai rs

and Finance

BY STURGULEWSKI, V. FISCHER,
IN THE SENATE RODEY AND ZHAROFF

SENATE BILL NO. 310 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act establishing the Alaska Natural Hazards

Safet..'' ;ommission."

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

* Section 1. FINDINGS. The legislature finds that

(1) although the state has made significant improvements in 

disaster preparedness since the great earthquake of 1964, there has been 

little corresponding improvement in measures to reduce the disaster 

potential of natural hazards and, consequently, to reduce dependence on 

disaster relief;

(2) there is a pressing need to provide a consistent policy 

framework and a means for continuing coordination of hazard-related pro­

grams and public safety practices at all governmental levels and in the 

private sector; this need is not being addressed by any continuing state 

government organization;

(3) through concerted efforts coordinated by a Natural Hazards 

Safety Commission, the state can make long-term progress toward mitigating 

the effects of natural hazards on persons and property, thereby reducing 

the costs of responding to and recovering from natural hazards.

* Sec. 2. AS 44.19 is amended by adding new sections to read:

ARTICLE 15. ALASKA NATURAL HAZARDS SAFETY COMMISSION.

Sec. 44.19.241. COMMISSION ESTABLISHED. The Alaska Natural 

Hazards Safety Commission is established in the Office of the Gover- 

no::.

Sec. 44.19.242. MEMBERSHIP. (a) The commission is composed of
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11 members appointed by the governor for terms of three years. A 

member holds office until a successor is appointed and confirmed. A 

vacancy is filled for the unexpired term. The governor shall appoint 

to the commission a representative from the University of Alaska, a 

representative from local government, a representative from the De­

partment of Natural Resources, a representative from the Department of 

Military and Veterans' Affairs, a representative from an appropriate 

federal agency and shall appoint the remaining six members from mem­

bers of the public who are knowledgeable in the fields of geology, 

sei nology, hydrology, geotechnical engineering, structural engineer­

ing, emergency services, or planning.

(b) The commission shall elect annually from its members a 

chairman and vice-chairman. A majority of the commission may vote to 

replace an officer of the commission.

(c) Eight members constitutes a quorum.

(d) Commission members receive no compensation but are entitled 

to travel and per diem authorized for boards and commissions under 

AS 39.20.180.

Sec. 44.19.243. POWERS AND DUTIES. (a) The commission shall

(1) recommend goals and priorities for hazard mitigation to 

the public and private sectors;

(2) recommend policies to the governor and the legislature, 

including needed research, mapping, and monitoring programs;

(3) offer advice on coordinating disaster preparedness and 

hazard-mitigation activities of government at all levels, review the 

practices for recovery and reconstruction after a natural disaster, 

and recommend improvements to mitigate losses from similar future 

events;

(4) gather, analyze, and disseminate information of general



1 interest on hazard mitigation;

2 (5) establish and maintain necessary working relationships

3 with other public and private agencies;

A (6) review predictions and warnings issued by the federal

5 government, research institutions, and other organizations and persons

6 and suggest appropriate responses at the state and local level; and

7 (7) review proposed hazard notifications and supporting

8 information from state agencit evaluate possible socioeconomic

9 consequences, recommend that the governor issue formal hazard noti-

10 fications when appropriate, and advise state and local agencies of
f

11 appropriate responses.

12 (b) The commission ma-

13 (1) advise the î<vernor and the legislature on disaster

14 preparedness and hazard mitigation and on budgets for those activi-

15 ties, and recommend legislation or policies to improve disaster pre-

16 paredness or hazard mitigation;

17 (2) conduct public hearings;

18 (3) appoint committees from its membership and appoint

19 external advisory committees of ex-officio members; and

20 (4) accept grants, contributions, and appropriations from

21 public agencies, private foundations, and individuals.

22 Sec. 44.19.244. DEFINITIONS. In AS 44.19.241 - 44.19.244

23 (1) "commission" means the Alaska Natural Hazards Safety

24 Commission;

25 (2) "disaster preparedness" means establishing plans and

26 programs for responding to and distributing funds to alleviate losses

27 from a disaster as defined in AS 26.23.230;

28 (3) "hazard mitigation" or "mitigation" mean activities

29 that prevent or alleviate the harmful effects of natural hazards to
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1 persons and property, including identification and evaluation of the

2 hazards, assessment of the risks, and implementation of measures to

3 reduce potential losses before a damaging event occurs.

4 * Sec. 3. AS 44.66.010(a) is amended by adding a new paragraph to read:

5 (13) Alaska Natural Hazards Safety Commission (AS 44.19.241)

6 -- June 30, 1989.

7 * Sec. 4. Notwithstanding AS 44.19.242 enacted by sec. 2 of this Act,

8 four of the initial members of the Alaska Natural Hazards Safety Commission

9 shall serve terms of two years and three initial members shall serve terms

10 of four years.

11 * Sec. 5. Nothing in this Act is intended to transfer to the commission

12 the authorities and responsibilities of other state agencies, boards,

13 councils, or commissions or of local governments.
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Introduced: 5/6/85
Referred: Finance

1 IN THE SENATE BY THE FINANCE COMMITTEE

2 SENATE BILL NO. 311

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act increasing the bond authorization for airport

7 revenue bonds; and providing for an effective date."

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

9 * Section 1. AS 37.15.410 is amended to read:

10 Sec. 37.15.410. .BOND AUTHORIZATION. For the pjrpose of provid-

11 ing part or all of the money to be used, with or without any grants or

12 other money that [WHICH] may become available, the issuance and sale

13 of revenue bonds of the state in the total principal sum of not to
F / O O , $ * 5 - ,OOO

14 exceed G\ Srgjrytf&ft- r$62,825,00Q] is authorized to acquire, equip,

15 construct^ and install the additions, improvements, extensions^ and

16 facilities authorized in AS 37.15.510. The principal of and interest

17 on these bonds shall be paid out of and secured by the gross Revenues

18 derived by the state from the ownership, lease, use^ and operation of

19 the airports, and of all the facilities of them and out of any other

20 revenues or money that [WHICH] the state legislature may provide

21 exclusive of any state tax or license.

22 * Sec. 2. This Act takes effect immediately in accordance with AS 01.-

23 10.070(c).
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A M E N D M E N T

To: S B  311 B y :  F a i k s  b y  r e q u e s t  o f  
D O T / P F

P a g e  1, L i n e  14 

D e l e t e  $ 8 6 , 5 2 5 , 0 0 0  a n d  

I n s e r t  $ 1 0 0 , 8 2 5 , 0 0 0

T h i s  c h a n g e  w i l l  a l l o w  u s  to a c c e l e r a t e  t h e  p a r k i n g  s t r u c t u r e  
d e s i g n  a n d  c o n s t r u c t i o n  w i t h  t h e  t e r m i n a l  m o d i f i c a t i o n  in 
a c c e s s  to  t h e  b a g g a g e  c l a i m  a r e a .  T h i s  w i l l  r e d u c e  t h e  c o n­
g e s t i o n  to t h e  p u b l i c  d u r i n g  c o n s t r u c t i o n  as  w e l l  as a c c e l e r a t e  
t h e  p a r k i n g  f a c i l i t y .

T h i s  p r o j e c t  w i l l  a l l o w  d e s i g n  a n d  c o n s t r u c t i o n  o f  a p a r k i n g  
g a r a g e  at  t h e  A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t ;  p a s s a g e - w a y s  
n e c e s s a r y  t o  c o n n e c t  t h e  g a r a g e  to t h e  t e r m i n a l ;  p r o v i d e  
c o n v e n i e n t ,  e f f i c i e n t  i n t e f a c e  w i t h  t h e  p a r k i n g  g a r a g e  m a k e  
m o d i f i c a t i o n  to e l e c t r i c a l  m e c h a n i c a l  a n d  s t r u c t u r a l  p o r t i o n s  
of  t h e  t e r m i n a l  t o  e n h a n c e  t h e  u l t i m a t e  u s e f u l n e s s  o f  the 
t e r m i n a l  a n d  the g a r a g e ,  p a y  a l l  c o s t s  r e l a t e d  t o  i s s u a n c e  of 
t h e  b o n d s ,  e s t a b l i s h m e n t  o f  t h e  r e q u i r e d  r e s e r v e s ;  a n d  t h e  c o s t  
o f  d e b t  s e r v i c e  d u r i n g  c o n s t r u c t i o n  ( e s t i m a t e d  t o  t a k e  2 
y e a r s ) .

E x i s t i n g  p a r k i n g  s u p p l y  is i n a d e q u a t e  f o r  p r o j e c t e d  p a r k i n g  
d e m a n d .  T h i s  e x p a n s i o n  a n d  r e m o d e l i n g  w i l l  p r o v i d e  s u f f i c i e n t  
p a r k i n g  to a c c o m m o d a t e  a n t i c i p a t e d  n e e d s .

A l l  m a i n t e n a n c e  o p e r a t i o n  a n d  d e b t  s e r v i c e  c o s t s  f o r  th i s  
f a c i l i t y  w i l l  b e  p a i d  f r o m  t h e  I n t e r n a t i o n a l  A i r p o r t  R e v e n u e  
Fu nd. T h e  p a r k i n g  s t r u c t u r e  w i l l  p r o d u c e  r e v e n u e  a n d  in t h e  
v e r y  n e a r  t e r m ,  t h e  r e c e i p t s  f r o m  t h e  i n c r e a s e d  p a r k i n g  s p a c e s  
p r o v i d e d  s h o u l d  c o v e r  t h e  co s t s .



S T A T E  O F  A L A S K A  1 9 8 5  L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E

Revision Date
REQUESTBill/Resolution No: CS SB 311Title: Airport Revenue Bonds
Sponsor: Senate Finance___Requestor: Senate Finance Date of Request: Hay 9. 1985

FISCAL DETAILAgency Affected: State Bond 'jmmitteeProgram Category Affected:_______Debt Service __BRU, Program of Subprogram(s) Affected: International Airports Revenue Bondc Debt Service
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 85 FY 86
100 PERSONAL SERVICES 1 - 1 — 1 1 — 1 —200 TRAVEL 1 - j - 1 1 - 1 —300 CONTRACTUAL | - j 1 1 - 1 -400 SUPPLIES | - 1 - 1 1 - 1 —500 EQUIPMENT | - j 1 1 - 1 —600 LANDS & STRUCTURES | - | - 1 • - 1 - 1 -700 GRANTS, CLAIMS j - i — 1 1 _ 1800 ■“MISCELLANEOUS j 5,100 | 4,400 | 4,400 14,400 14,400TOTAL OPERATING j — 5,100 | 4,400 | 4,400 14,400 14,400

FY 87 FY 88 FY 89 FY 90

1 CAPITAL 1 - 1 1 1 1 - 1 -

1 REVENUE I - 1 - 1 1 1 - 1 -

FUNDING: (Thousands of Dollars)| GENERAL FUND | - 1 1 1 1 - 1 —| FEDERAL FUNDS | - 1 1 1 1 - 1 —| OTHER j - | 5,100 | 4,400 | 4,400 i 4,400 14,4001 TOTAL i 
POSITIONS:

| 5,100 | 4,400 | 4,400 14,400 14,400

| FULL-TIHE | - 1 I 1 1 - 1 —| PART-TIHE | — 1 1 ' - 1 1 — 1 _1 TEHPORARY 1 - 1. - 1 1 1 - 1 -

ANALYSIS: Attach a separate page for analysis,
Prepared By: Hilt Barker 7^0/Division: Treasury
Approved by Commissioner Agency: Department of Reven
Distribution (by Agency preparing f Legislative Finance Legislative Sponsor RequestorOffice of Management and Budget Impacted Agency(ies)

note):

Phone: 465-2350Date: Hay 9. 1985
Date:

.r . 7,



• >' L. CS SB 311 Fiscal Note Analysis

Assumes issuance of bonds of $38,000,000 at 111 level debt service for 30 years plus $700,000 in issuance costs for FY 86.
The appropriation for FY 86 and FY 87 is from the International Airports Construction Fund. Thereafter, appropriations would be from the International Airports Revenue Fund.



S E C T I O N A L  A N A L Y S I S  F O R  SB 311

A n  A c t  i n c r e a s i n g  t h e  b o n d  a u t h o r i z a t i o n  for a i r p o r t  r e v e n u e  
b o n d s

S e c t i o n  1

U n d e r  c u r r e n t  law, r e v e n u e  b o n d s  for t h e  I n t e r n a t i o n a l  
A i r p o r t s  m a y  n o t  e x c e e d  a t o t a l  a m o u n t  o f  $ 6 2 , 8 2 5 , 0 0 0 .  T h i s  
b i l l  i n c r e a s e s  t h a t  a m o u n t  t o  $ 8 6 , 8 2 5 , 0 0 0 .

S e c t i o n  2

I m m e d i a t e  e f f e c t i v e  d a t e .

T h e r e  is a p r o p o s e d  a m e n d m e n t  o f f e r e d  at t h e  s u g g e s t i o n  o f  
t h e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  w h i c h  i n c r e a s e s  t h e  b o n d  
l i m i t  to  $ 1 0 0 , 8 2 5 , 0 0 0 .
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GB 311 Fiscal Note Analysis

Assumes issuance of bonds of $23,700,000 at 111 level debt service for 30 years plus $700,000 in issuance costs for FY 86.
The appropriation for FY 86 and FY 87 is from the International Airports Construction Fund. Thereafter, appropriations would be from the International Airports Revenue Fund.
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M E M O R A N D U M  S t a t e  o f  A l a s k a
Department of Transportation & Public Facilities

to: J a y  H o g a n ,  A s s o c i a t e  D i r e c t o r ... date: May. 4, 1985

O f f i c e  n f M a n a g e m e n t  and B u d g e t ' £  |j |i p 4 \ ' 4  ‘3  S  *i h i .4 •
O f f i c e  o f  t h e  G o v e r n o r  /  . n t fileno: 4 6 5 - 3 ^ 0 0  |t, [k] !4 H vl J-j M  •

j r O  t u
; TELEPHONEiNlSD *•' *- 1985

f rom: R. J. K n a p A \  -^I A  C h a n g e s
r ^ C o m m i s s i o n e r  J0' ° ---- 3 U H G E T  P E \ r:';:,‘ ’

We  a r e  r e q u e s t i n g  c e r t a i n  c h a n g e s  in p r o j e c t s  for t h e  A n c h o r a g e  
I n t e r n a t i o n a l  A i r p o r u  in t h e  G o v e r n o r ' s  b u d g e t .  T h e s e  c h a n g e s  
w i l l  a l s o  r e q u i r e  a c h a n g e  i n  S e c t i o n  1 o f  H B  105 w h i c h  
a u t h o r i z e s  a d d i t i o n a l  I n t e r n a t i o n a l  A i r p o r t  R e v e n u e  B o n d s .

V) »

T h e  c h a n g e s  a r e  as f o l l o w s :

1. C h a n g e  the p r o j e c t  t i t l e ,  " A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t  
M a i n  T e r m i n a l  R e n o v a t i o n  P h a s e  II." T o  " A n c h o r a g e  
I n t e r n a t i o n a l  A i r p o r t  P a r k i n g  G a r a g e  a n d  T e r m i n a l  A c c e s s . "

2. I n c r e a s e  t h e  p r o j e c t  appropria.Cion to $ 4 4 , 0 0 0 , 0 0 0  of  w h i c h  $6 
m i l l i o n  is f r o m  the I n t e r n a t i o n a l  A i r p o r t  R e v e n u e  F und, a n d  
$ 3 8 , 0 0 0 , 0 0 0  is f r o m  t h e  I n t e r n a t i o n a l  A i r p o r t  C o n s t r u c t i o n  
F u n d .

3. I n c r e a s e  t h e  b o n d  a u t h o r i z a t i o n  in S e c t i o n  1 o f  C S H B  105 
(Finance) f r o m  $ 8 6 , 5 2 5 , 0 0 0  to $ 1 0 0 , 8 2 5 , 0 0 0 .

4. D e l e t e  t h e  s e p a r a t e  p r o j e c t  t i t l e d  P a r k i n g  G a r a g e  D e s i g n .

T h e s e  c h a n g e s  w i l l  a l l o w  u s  to  a c c e l e r a t e  t h e  p a r k i n g  s t r u c t u r e  
d e s i g n  a n d  c o n s t r u c t i o n  w i t h  t h e  t e r m i n a l  m o d i f i c a t i o n  in a c c e s s  
t o  t h e  b a g g a g e  c l a i m  area. T h i s  w i l l  r e d u c e  t h e  c o n g e s t i o n  t o  the 
p u b l i c  d u r i n g  c o n s t r u c t i o n  as w e l l  as a c c e l e r a t e  t h e  p a r k i n g  
f a c i l i t y .

T h i s  p r o j e c t  w i l l  a l l o w  d e s i g n  a n d  c o n s t r u c t i o n  o f  a p a r k i n g  
g a r a g e  at t h e  A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t ;  p a s s a g e - w a y s  
n e c e s s a r y  t o  c o n n e c t  the g a r a g e  t o  the t e r m i n a l ;  p r o v i d e  
c o n v e n i e n t ,  e f f i c e n t  i n t e r f a c e  w i t h  t h e  p a r k i n g  g a r a g e  m a k e  
m o d i f i c a t i o n  to e l e c t r i c a l  m e c h a n i c a l  a n d  s t r u c t u r a l  p o r t i o n s  o f  
t he t e r m i n a l  to e n h a n c e  t h e  u l t i m a t e  u s e f u l n e s s  o f  t h e  t e r m i n a l  
a n d  t h e  g a r a g e ,  p a y  a l l  c o s t s  r e l a t e d  to i s s u a n c e  of  t h e  b o n d s ,  
e s t a b l i s h m e n t  o f  t h e  r e q u i r e d  r e s e r v e s ;  a n d  t h e  c o s t  o f  d e b t  
s e r v i c e  d u r i n g  c o n s t r u c t i o n  ( e s t i m a t e d  to t a k e  2 y e a r s ) .

E x i s t i n g  p a r k i n g  s u p p l y  is i n a d e q u a t e  f o r  p r o j e c t e d  p a r k i n g  
d e m a n d .  T h i s  e x p a n s i o n  a n d  r e m o d e l i n g  w i l l  p r o v i d e  s u f f i c i e n t  
p a r k i n g  to a c c o m o d a t e  a n t i c i p a t e d  n e e d s .

A l l  m a i n t e n a n c e  o p e r a t i o n  a n d  d e b t  s e r v i c e  c o s t s  for t h i s  
f a c i l i t y  w i l l  b e  p a i d  f r o m  t h e  I n t e r n a t i o n a l  A i r p o r t  R e v e n u e  
Fund. T h e  p a r k i n g  s t r u c t u r e  w i l l  p r o d u c e  r e v e n u e  a n d  in t h e  v e r y  
n e a r  t e rm, t h e  r e c e i p t s  f r o m  t h e  i n c r e a s e d  p a r k i n g  s p a c e s  
p r o v i d e d  s h o u l d  c o v e r  the cos t s .

m
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ANCHORAGE INTERNATIONAL AIRPORT 

TERMINAL EXPANSION PHASE II

Phase:

This project will expand the existing terminal building width out over the 
existing vehicle ramps and replace the vehicle ramps. The ticket lobby and bag 
claim areas will be expanded Into this new space and remodeled.

Project Need:

Existing terminal facilities are undersized and Inadequate for the level of 
aviation activity experienced arid AIA. Expansion will allow an Increase to 
the lobby and baggage claim areas sufficient to serve the large number of 
passengers travelling on wide body aircraft. The arrival and departure ramps 
will be relocated and expanded to accommodate the growing number of travellers 
and allow continued, convenient airport operation.
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§ 37.15.410 A l a s k a  S t a t u t e s § 37.15.420

A r t ic l e  3 . I n t e r n a t i o n a l  A i r p o r t s  R e v e n u e  B o n d s ,
S e c t io n

410. Bond authorization 
420. Construction fund 
430. Revenue fund 
440. Redemption fund 
450. Bond terms 
460. Bond resolution 
470. Enforcement by holder

S e c t io n

490. Bond negotiability
500. Airport •'h'rges
510. State improvements to airports
520. Refunding
530. Bonds as legal investments 
540. Statutory construction 
550. Definitions

480. Amounts required for payments

Legislative h istory  reports. —  For 
report on ch. 149, SLA 1972 (CSHB 531), 
see 1972 House Journal, p. 1233.

S e c . 37 .15 .410 . B o n d  a u th o r i z a t i o n .  F o r  th e  pu rp o se  o f p ro v id in g  
p a r t  o r a ll  o f th e  m o n ey  to  b e  u sed , w ith  o r  w ith o u t a n y  g ra n ts  o r o th e r  
m oney  w h ich  m ay  becom e availab le ., th e  issu a n c e  a n d  sa le  o f rev e n u e  
bonds o f th e  s ta te  in  th e  to ta l  p r in c ip a l su m  o f n o t to  exceed 
$62 ,825,000 is a u th o r iz e d  to  a c q u ire , eq u ip , c o n s tru c t a n d  in s ta ll  th e  
ad d itio n s, im p ro v em e n ts , e x te n s io n s  a n d  fac ilitie s  a u th o r ize d  in  A S 
37 .15.510. T h e  p r in c ip a l o f a n d  in te r e s t  o n  th e se  bonds sh a ll  be  p a id  o u t 
of a n d  se cu re d  by  th e  g ro ss  re v e n u e s  d e riv e d  by  th e  s ta te  from  th e  
o w n ersh ip , lea se , u se  aind o p e ra tio n  o f  th e  a irp o r ts , a n d  o f a ll  th e  
fac ilitie s  o f th e m  a n d  o u t o f a n y  o th e r  re v e n u e s  o r m oney  w h ich  th e  
s ta te  le g is la tu re  m a y  p ro v id e  ex c lu s iv e  o f  a n y  s ta te  ta x  o r license. (§ 1 
ch 149 SL A  1972; a m  § 1 ch  66 SL A  1974; am  § 1 ch  68 SLA  1979; am  
§ 1 ch 11 SL A  1982; a m  § 1 ch  25 SL A  1983)

E ffect o f  am endm ents. —  The 1979 "$62,825,000" for "$34,825,000” in the
amendment substituted "$43,325,000” for first sentence.
"$34,825,000” in the first sentence. E ditor ’s noies. — See ch. 69, SLA 1979

The 1982 amendment, substituted in Temporary and_ Special Acts and
"$34,825,000” for "543,325,000” in the Resolves for the appropriation of the
first sentence. increase in bonds authorized by ch. 68,

The 1983 amendment substituted SLA 1979.

S e c . 37 .15 .420 . C o n s t r u c t io n  f u n d ,  (a) T h e re  is a  specia l fu n d  o f 
th e  s ta te  k n o w n  a s  th e  " In te rn a t io n a l  A irp o rts  C o n s tru c tio n  F u n d ,” 
in to  w h ich  s h a ll  be  p a id  th e  p roceeds o f th e  s a le  o f  th e  bonds (excep t a n y  
accru ed  in te re s t  p a id  on  th e m , w h ich  sh a ll  be  pa id  in to  th e  bond 
red e m p tio n  fund) a n d  a n y  g r a n t  o r o th e r  m oney  w h ich  is leg a lly  p ro ­
v ided  for th e  sa m e  p u rp o ses  for w h ich  th e  bonds a re  au th o rize d . T he 
m oney in  th e  c o n s tru c tio n  fu n d  s h a ll  be  u se d  to  p ay  th e  costs o f a c q u ir­
ing, eq u ip p in g , c o n s tru c tin g  a n d  in s ta l l in g  a d d itio n s  a n d  im p ro v e­
m e n ts  to  a n d  e x te n s io n s  o f  a n d  fac ilitie s  for th e  a irp o r ts  a n d  costs 
in c id e n ta l th e re to , in c lu d in g  co sts  o f th e  a u th o r iz a tio n , issu an ce  a n d
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§ 37.15.440 A l a s k a  S t a t u t e s § 37.15.450

(b) T h e  in v e s tm e n t o f m o n ey  in  th e  re v e n u e  fu n d  m ay  be m a d e  in  
su ch  m a n n e r  a s  th e  co m m ittee  m a y  d e te rm in e . T h e  in te re s t  e a rn e d  
upon  o r  a n y  p ro fits  d e riv e d  from  th e  sa le  o f th is  in v e s tm e n t s h a ll  be 
d ep o sited  in  a n d  becom e a  p a r t  o f th e  re v e n u e  fu n d . (§ 1 ch 149 SLA 
1972)

O pinions o f  A ttorney General. — 
This fund does not represent an 
unconstitutional dedication o f public funds 
under § 7, art. IX, o f the state constitu­
tion, as that section of the constitution con­
tains an implied exception for revenue 
derived from bond issues and for revenue

derived from facilities constructed with 
bond proceeds, at least to the extent that it 
is necessary to satisfy the debt obligation 
or maintain the facility so that it continues 
to generate revenues for that purpose. 
November 30, 1982, Op. Att'y Gen.

S e c . 37 .15 .440 . R e d e m p t io n  f u n d .  T h e re  is a n o th e r  specia l fu n d  o f 
th e  s ta te ,  k n o w n  a s  th e  " In te rn a tio n a l  A irp o rts  R evenue  Bond 
R ed em p tio n  F u n d ,” w h ich  is  a  t r u s t  fu n d  fo r p a y in g  a n d  se cu rin g  th e  
p a y m e n t o f th e  p rin c ip a l o f a n d  in te r e s t  a n d  red e m p tio n  p rem iu m , if  
a n y , on  th e  bon d s a n d  w h ich  s h a ll  b e  a t  a ll  t im e s  co m p le te ly  se g re g a te d  
a n d  s e t  a p a r t  from  a ll  o th e r  fu n d s  o f th e  s ta te . T h e  co m m ittee , on b e h a lf  
o f th e  s ta te , s h a ll  o b lig a te  a n d  b in d  th e  s ta te  to  s e t  a s id e  a n d  p ay  in to  
th e  bond  red e m p tio n  fu n d  a n y  p a r t  o r p a r ts  of, o r  a ll of, or a  fixed 
p ro p o rtio n  of, o r a  fixed  a m o u n t o f th e  m oney  in  th e  re v e n u e  fu n d  
su ffic ien t to  p ay  th e  p r in c ip a l o f a n d  in te r e s t  a n d  red e m p tio n  p rem iu m , 
i f  any , on  th e  bonds a s  th e  p a y m e n ts  becom e d u e  a n d , i f  i t  consider:! i t  
n ecessa ry , to  s e t  a s id e  a n d  m a in ta in  re se rv e s  fo r th is  p u rpose . T he 
bond red e m p tio n  fu n d  sh a ll  be  d ra w n  upon  for th e  pu rp o se  o f payiing 
th e  p r in c ip a l o f  a n d  in te r e s t  a n d  red e m p tio n  p rem iu m , i f  any , on tihe 
bonds, a n d  th e  bonds do n o t c o n s ti tu te  a  g e n e ra l o b lig a tio n  o f th e  sta;te. 
(§ 1 ch 149 SL A  1972)

Opinions o f  Attorney General. — derived from facilities constructed with 
This fund does not represent an bond proceeds, at least to the extent thei: it
unconstitutional dedication o f public funds is necessary to satisfy the debt obligut ion
under 5 7, art. IX, of the state constitu- or maintain the facility so that it continues
tion, as that section of the constitution con- to generate revenues for that purpcse.
tains an implied exception for revenue November 30, 1982, Op. Att'y Gen. 
derived from bond issues and for revenue

S e c . 37 .15 .450 . B o n d  t e r m s ,  (a) T h e  bonds s h a ll  be sold in  sui:h 
a m o u n ts  o r se r ie s  a n d  a t  su c h  t im e  o r t im e s  a s  d e te rm in e d  by  tiic  
co m m ittee . B efore s e ll in g  a  se r ie s  o f bonds, th e  co m m ittee  sh a ll  give 
n o tice  in v it in g  se a le d  b ids in  su ch  m a n n e r  a s  i t  m ay  p resc rib e . If 
sa tis fa c to ry  b id s  a re  rece iv ed , th e  bonds o ffered  for sa le  sh a ll  lie 
a w a rd ed  to  th e  h ig h e s t  resp o n sib le  b id d er. I f  th e  co m m ittee  d e te rm in  its 
th a t  th e  b ids  rece ived  a re  n o t sa tis fa c to ry  a s  to p rice  o r re sp o n sib ility  
o f  th e  b id d ers , i t  m ay  re jec t a ll  b id s  rece ived . T h e  bonds, o r each  se rie s  
o f  th em , s h a ll  be  sold  a t  su ch  a  p rice  so th a t  th e  e ffec tive  in te re s t  r a te  
o ver th e  life o f th e  bonds does n o t exceed 11 p e rc e n t p e r  y e a r  o r  tiu it



§ 37.15.460 A l a s k a  S t a t u t e s § 37.15.460

m w -

th e  bonds, w ith  d u e  re g a rd , h o w ev er, to  n e c essa ry  o r  n o rm a l costs o f 
m a in te n a n c e  a n d  o p e ra tio n , re n e w a ls  a n d  rep la c e m e n ts  o f a n d  re p a irs  
to  th e  a irp o r ts  a n d  to  a ll  im p ro v em e n ts  to  th e m  a n d  fac ilitie s  o f th e m  
ow ned, u sed , o p e ra te d  o r  lea sed  in  co n n ec tio n  w ith  th em , th e  fu tu re  
g ro w th  a n d  e x p an sio n  o f  th e  a irp o r ts  a n d  a ll  o f su ch  fac ilitie s , a n d  th e  
p o ss ib ility  o f a d d it io n a l re v e n u e  bond  f in a n c in g  for a irp o r ts  pu rp o ses . 
A n y  su ch  d ec isions o f th e  co m m ittee , a s  ex p re ssed  in  a n y  bond re so lu ­
tio n , a re  f in a l a n d  conclusive  w h e n  a n y  bon d s h a v e  been  issu ed  p u r ­
s u a n t  to  th e  bond  re so lu tio n .

(e) A  bond  re so lu tio n  m a y  p ro v id e  t h a t  th e  bonds issu ed  sh a ll  con­
ta in  a  re c i ta l  th a t  th e y  a re  issu e d  u n d e r  A S 37 .15 .410  —  37.15 .550 , a n d  
a n y  su ch  bonds c o n ta in in g  th is  re c ita l  s h a ll  b e  conc lusive ly  co n sid ered  
to  be v a lid  a n d  to  h a v e  b een  issu ed  in  con fo rm ity  w ith  A S 37 .15 .410  —  
37.15 .550 .

(f) T h e  v a lid ity  o f th e  a u th o r iz a tio n  a n d  issu a n c e  o f bonds is n o t 
affec ted  by  a n y  p ro ceed in g s  fo r th e  a c q u is itio n  o r c o n s tru c tio n  of th e  
ad d itio n s , im p ro v em e n ts , e x te n s io n s  o r  fac ilitie s  for w h ich  th e  bonds 
h a v e  b een  issu ed  o r by a n y  c o n tra c ts  in  co n n ec tio n  w ith  th e  a c q u is itio n  
o r  co n stru c tio n . (§ 1 ch  149 SLA  1972; a m  §§ 1, 2 ch  19 SLA 1973; a m  
§ 4  ch 85 SLA  1980; a m  § 5 ch  110 SL A  1982)

R evisor ’s notes. — AS 37.15.450 was April 15, 1961, the effective date of the
derived from § 7, ch. 88, SLA 1961, as original international airports bond
amended by § 8, ch. 62, SLA 1968 and § 3, authorization Act. Therefore, under AS
ch. 173, SLA 1970. In the last sentence o f  01.05.031(b)(5), the 1972 date has beer,
what is now designated subsection (b), the inserted in the text, 
only differences between the wording here E ffect o f  am endments. — The 1980
and in those earlier versions are that amendment substituted "10” for "eight"
"hereafter” was changed to "after the effec- preceding "percent per year” near the end
tive date o f this Act” and "authorized by of the next-to-last sentence of subsection
this Act” (in two places) was changed to (a).
"authorized as of that date.”  The latter The 1982 amendment substituted the
change suggests that the date referred to ianguage beginning "11 .percent per year”
in the former change is June 27,1972, the for "10 percent per year" at the end of the
effective date o f the Act putting these pro- next-to-last sentence of subsection (a), 
visions in the Alaska Statutes, rather than

S e c . 37 .15 .460 . B o n d  r e s o lu t i o n .  T h e  co m m ittee  is au th o rize d  a n d  
d ire c te d  to  a d o p t th e  bond  reso lu tio n  a n d  p re p a re  a ll  o h e r  d o cu m en ts  
a n d  p roceed ings n e c e ssa ry  for th e  issu a n c e , s a le  a n d  d e liv e ry  o f th e  
bonds o r a n y  p a r t  o r  s e r ie s  of th e m . T h e  bond re so lu tio n  sh a ll fix th e  
p rin c ip a l a m o u n t, d e n o m in a tio n , d a te , m a tu r i t ie s , p lace  o r p laces  o f 
p a y m e n t, r ig h ts  o f  red e m p tio n , i f  a n y , te rm s , fo rm , co n d itio n s a n d  
c o v e n an ts  o f  th e  b o nds o r each  se rie s  o f th em . T h e  co m m ittee  sh a ll a lso  
d e te rm in e  a n d  p rov ide  fo r th e  d a te  a n d  m a n n e r  of s a le  o f th e  bonds, a n d  
s h a ll  p ro v id e  w h e th e r  th e  n o tice  o f  sa le  is to be p u b lish e d  e lsew h ere  in  
a d d itio n  to  th e  p u b lic a tio n  re q u ire d  by A S 37.15 .450 . (S 1 ch 149 SLA  
1972)
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d e liv e ry  o f su c h  bonds. A ll p ro v is io n s  o f A S  37 .15 .410  —  37.15 .550  
a p p licab le  to  re v e n u e  b o n d s a re  ap p licab le  to  th e  re fu n d in g  bon d s a n d  
to  th e  issu an ce , s a le  o r  e x c h an g e  o f th e m , exceDt a s  o th e rw ise  p rov ided  
in  th is  section .

(c) R e fu n d in g  b o nds m a y  be issu ed  in  a  p r in c ip a l a m o u n t su ff ic ie n t 
to  p rov ide  fu n d s  for th e  p a y m e n t o f a ll  bonds to  be re fu n d ed  by  th em , 
a n d , in  a d d itio n , for th e  p a y m e n t o f a ll  ex p en ses  in c id e n t to  th e  c a llin g , 
r e t i r in g  o r p a y in g  o f th e  o u ts ta n d in g  bonds, a n d  th e  issu an ce  o f th e  
re fu n d in g  bonds. T h e se  e x p e n se s  in c lu d e  th e  d iffe ren ce  in  a m o u n t b e ­
tw e e n  th e  p a r  v a lu e  o f  th e  re fu n d in g  bonds a n d  a n y  a m o u n t less  th a n  
p a r  for w h ich  th e  re fu n d in g  b o n d s a re  sold, a n y  a m o u n t n e c essa ry  to  
b e  m ad e  a v a ila b le  for t h e  p a y m e n t o f in te r e s t  u p o n  th e  re fu n d in g  bonds 
from  th e  d a te  o f s a le  o f  th e m  to  th e  d a te  o f p a y m e n t o f th e  bonds to  be 
re fu n d e d  o r to  th e  d a te  upon  w h ich  th e  b o nds to be re fu n d e d  w ill be 
p a id  p u r s u a n t  to  th e  c a ll o f th e m  o r  a g re e m e n t w ith  th e  h o ld e rs  o f 
th e m , a n d  th e  p re m iu m , i f  a n y , n e c essa ry  to  be p a id  in  o rd er to  ca ll o r 
r e t i r e  th e  o u ts ta n d in g  bonds a n d  th e  in te r e s t  a c c ru in g  on th e m  to  th e  
d a te  o f th e  ca ll o r r e t i re m e n t. (§ 1 ch  149 SL A  1972)

Collateral references. —  Funding or Power o f governmental unit to issue
refunding obligations as subject to condi- bonds as implying power to refund them, 1 
tions respecting limitation o f indebtedness ALR2d 134. 
or approval by voters, 97 ALR 442.

S e c . 37 .15 .530 . B o n d s  a s  le g a l  in v e s tm e n t s .  T h e  bonds a re  leg a l 
in v e s tm e n ts  for a ll  bank 's, t r u s t  com p an ies , s a v in g s  b a n k s , sa v in g s  a n d  
lo an  asso c ia tio n s  an d  o th e r  p e rso n s  c a rry in g  on  a  b a n k in g  b u s in ess , a ll  
in su ra n c e  co m p an ies  a n d  o th e r  p e rso n s  c a rry in g  on a n  in su ra n c e  b u s i­
n ess , a n d  a ll  e x ecu to rs , a d m in is tra to rs , t ru s te e s  a n d  o th e r  f id u c ia rie s . 
T h e  bonds m ay  be accep ted  a s  s e c u r ity  for d ep o sits  o f a ll  fu n d s o f th e  
s ta te  a n d  i ts  p o litic a l su b d iv is io n s . (§ 1 ch 149 SLA  1972)

S e c . 37 .15 .540 . S t a tu t o r y  c o n s t r u c t i o n .  AS 37 .15.410 —
37.15 .550  sh a ll b e  l ib e ra lly  c o n s tru ed  in  o rd e r  to  c a rry  o u t th e  p u rp o ses  
for w h ich  th e y  w ere  en a c te d , a n d  a ll  e x is t in g  law s in  conflict w ith  a n y  
o f th e se  sec tio n s  a re  su p e rse d ed  in so fa r  a s  n e c essa ry  to  accom plish  th e  
p u rp o ses  o f a n d  c a rry  o u t  th e  p ro v is io n s  o f th e s e  sectio n s. (§ 1 ch  149 
SL A  1972)

S e c . 37 .15 .550 . D e f in i t io n s .  A s u sed  in  A S  37 .15 .410  —  37 .15 .550 , 
u n le s s  th e  c o n te x t o th e rw ise  req u ires :

(1) " a irp o r ts ” m e a n s  th e  in te rn a t io n a l  a irp o r ts  ow ned a n d  o p e ra te d  
by  th e  s ta te  a n d  lo ca ted  a t  o r  n e a r  th e  c itie s  o f A n ch o rag e  a n d  
F a irb a n k s ;

(2) "bond red e m p tio n  fu n d ” m e a n s  th e  In te rn a t io n a l  A irp o rts  R ev e­
n u e  B ond R ed em p tio n  F u n d  c re a te d  by  AS 37 .15 .440 , in c lu d in g  a n y  
a cco u n ts  w h ich  a re  c re a te d  in  t h a t  fu n d  a f te r  J u n e  27, 1972;



Introduced: 5/6/85
Referred: Finance

1 IN THE SENATE BY THE FINANCE COMMITTEE

2 SENATE BILL NO. 311

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act increasing the bond authorization for airport

7 revenue bonds; and providing for an effective date."

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

9 * Section 1. AS 37.15.410 xs amended to read:

10 Sec. 37.15.410. BOND AUTHORIZATION. For the purpose of provid-

11 ing part or all of the money to be used, with or without any grants or

12 other money that [WHICH] may become available, the issuance and sale

13 of revenue bonds of the state in the total principal sum of not to

14 exceed $86,525,000 [$62,825,000] is authorized to acquire, equip,

15 construct^ and install the additions, improvements, extensions^ and

16 facilities authorized in AS 37.15.510. The principal of and interest

17 on these bonds shall be paid out of and secured by the gross revenues

18 derived by the state from the ownership, lease, use^ and operation of

19 the airports, and of all the facilities of them and out of any other

20 revenues or money that [WHICH] the state legislature may provide

21 exclusive of any state tax or license.

22 * Sec. 2. This Act takes effect immediately in accordance with AS 01.-

23 10.070(c).
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