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SUPPLEMENTAL INFORMATION

Fiscal Note
proposed House CS for CS for SB 309 (Finance)

Alaska Department of Natural Resources

The potential fiscal impact of the proposed House CS for CS
for SB 309 (Finance) cannot be precisely specified, because
it is unknown at this time how often the new valuation
mechanism would be applied in the future and to what extent
future contract prices would deviate from market value.

The impact of the proposed House Finance CS is limited to
gas sold to regulated gas and electric utilities. The
royalty share of gas sold to regulated gas and electric
utilities would be valued using solely the contract price,
unless the commissioner finds, based on clear and convincing
evidence, that the price is unreasonably low, the
prospective reduction in royalty receipts would not bhe
balanced by increased benefits to in-state gas and electric
consumers, the lessee and the utility are related to each
other, and the contract price is not in the best interest of
the state. (AIl four conditions would have to clearly and
convincingly exist in order not to use the contract price.)
Thus, the contract price would be used in virtually all
foreseeable instances involving sales to regulated gas or
electric utilities.

The fiscal impact of Section 2 of the bill would depend on
the extent to which contract prices differ from value in the
future. Gas that will be sold to regulated gas and electric

utilities is Ilikely to come primarily from Cook Inlet, at
least in the near term. The state's royalty share of Cook
Inlet gas reserves not presently committed to a contract is
about 190 billion cubic feet (BCF), of which some portion
would likely be sold for local consumer uses. If value is
higher than contract price by 10$%, 25C and $1.00 per mcf for
half of the state's share of Cook Inlet royalty gas not
presently committed to a contract, then state revenues would
be reduced by $9.5 million, $23.75 million and $95 million,
respectively, as a result of basing the royalty payment on
the contract price rather than on the market value of the
gas. Any royalty income lost to the state as a result of
using solely the contract price to determine the royalty
payment would go directly to benefit local gas and electric
consumers.

Sections 3 and 4 of the b ill give the commissioner
authority, upon legislative approval, to enter into an in
kind royalty gas sale to a gas or electric utility "at a
negotiated price." It is implied but not expressly stated
that the sale may be at a price bhelow market value.

The fiscal impact of these sections would be considered by
future legislatures reviewing an in kind sale proposed by
the commissioner. |f the commissioner proposed to sel
royalty gas at a price below market value, and the
legislature approved it, future royalty income would be
reduced.



The proposed House Finance CS would allow implementation of
the department's preliminary settlement agreement with
Chugach Electric, which would value Beluga field production
purchased by Chugach under existing contracts at 75<:/mcf,
subject to the passage of the legislation. This value s
one-half the state's January offer to settle the pricing
dispute at $1.50/mecf, which was rejected by the Beluga
producers who sell to Chugach. If the dispute had been
settled at $1.50/mecf under existing law, the state would
have received $1.9 million/year in new royalty income from
the Beluga field. Settlement at 75%/mcf, as w ill occur if
the proposed House Finance CS is adopted, will increase
state royalty revenues from Beluga production by about
$810,000/year, bhecause the state's share of this production
is currently valued at 21t/mcf by the producers. This
increase in state royalty revenues is less than would have
been expected if 1) the state's $1.50/mcf settlement offer
had been accepted, or 2) the state had successfully pursued
its legal arguments regarding the value of the state's
royalty share under the existing lease ter 2and existing
law.



SUPPLEMENTAL INFORMATION

Fiscal Note for Amendment #1
of proposed House CS for CS for SB 309 (Finance)

Alaska Department of Natural Resources

The potential fiscal impact of Amendment #1 (related to
valuation of North Slope royalty gas) of the proposed House
CS for CS for SB 309 (Finance) cannot he precisely
specified, because it is unknown at this time how often the
new valuation mechanism would be applied in the future and
to what extent future contract prices would deviate from
market value.

The proposed amendment provides that, for North Slope gas
that will be exported out of state, the commissioner may
enter into an agreement with the lessee to use a contract
price if the commissioner makes a written finding that the
contract price assures the receipt of maximum benefits to
the people of the state in return for the state's resources
The lessee must demonstrate by clear and convincing evidence
that the value of the gas is reflected by the gas sales
contract rather than being attributable to transportation,
marketing, manufacturing, or other profit or cost centers.

The standard articulated above (maximum benefits to the
people of the state) could allow the commissioner to
purposely forgo potential royalty income in return for other
benefits to the people of the state

Under the proposed amendment, the commissioner would have
the discretion to use a contract price rather than relying
on the standards in the lease form to establish value. To
the extent that a contract prite differs from market value
over time, or from the value established in other sales from
the field, royalty income would be reduced.

The state's royalty share of North Slope gas reserves is
about 4.5 trillion cubic feet (TCF). Assuming value s
higher than contract price by 10C, 25C and $1.00 per mcf for
the entire North Slope royalty share, royalty revenues to
the state would be reduced by $450 million, $1.1 billion and
$4.5 billion, respectively, as a result of basing the
royalty payment on the contract price rather than the market
value of the gas.



Original sponsors; Faiks, Kelly

and V_.Fischer

IN THE SENATE BY THE FINANCE COMMITTEE

HOUSE CS FOR CS FOR SENATE BILL NO. 309 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to royalty gas contracts; and pro—

viding for an effective date."

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

* Section 1. FINDINGS. The legislature finds that the best interest of

the state will be served if the commissioner of natural resources IS au-—

thorized to establish the in-value royalty for gas sold to a gas or elec—

tric

utility by using the contract price between the lessee of the state

and the utility, whether or not the gas lease establishes a different stan—

dard

each

for the valuation and if the lessee and the utility are not related to

other. The legislature finds that this authorization should apply

prospectively and does not intend the authorization to apply to the val—

uation for royalty purposes of gas sold by a lessee under a gas sales

contract entered into before the effective date of this Act. The legisla—

ture does not intend this Act to apply to the policies of the state regard—

ing the value of the state®s royalty share ofoil production.

* Sec. 2. AS 38.05.180 1is amended by adding new subsections to read:

(aa) Within 90 days after the written request of a lessee of a
lease issued under this section, the commissioner shall enter into an
agreement with the lessee to use the price for the gas established 1in
the contract between the lessee and a gas or electric utility as the
value of the state"s royalty share of gas production sold by the
lessee wunder the contract unless the commissioner makes a written
finding, based on clear and convincing evidence, that

(1) the contract price 1is unreasonably low;

-1- HCS CSSB 309 (Fin)
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(2) the prospective reduction in royalty receipts would not
be balanced by 1increased benefits to in-state gas and electric con—
sumers ;

) the lessee and the utility are related in management,
ownership, or other aspect; and

(1) the contract price is not in the best interest of the
state.

(bb) Notwithstanding (aa) of this section, 1in the event of a
contract for the sale of royalty gas from North Slope gas leases that
provides for delivery of the gas through a pipeline for export out of
the state, the commissioner may enter 1into an agreement with the
lessee to use the price for the gas established 1in the gas sales
contract as the value of the state"s royalty share of gas production
sold by the lessee under the gas sales contract if the commissioner
makes a written finding that the contract price assures the receipt of
maximum benefits to the people of the state in return for the state®"s
resources. To obtain the agreement allowed in this subsection, a
lessee must file a written request with the commissioner within 90
days after the first delivery of gas under the gas sales contract.
The commissioner shall act in writing on the request within 120 days
of receiving the written request. The agreement between the lessee
and the commissioner may be for a lesser period of time than the
length of the lessee®s gas sales contract and may provide for periodic
review of the royalty value term by the commissioner. The lessee has
the burden of providing all information necessary for the commissioner
to make an informed decision and shall provide clear and convincing
evidence that the value of the gas is reflected by the gas sales
contract rather than attributable to transportation, marketing, manu-—

facturing, or other profit or cost centers. In this subsection,

HCS CSSB 309 (Fin) -2-
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(&) "gas sales contract™ includes a written agreement for
the intracompany transfer of gas;

(2) "North Slope gas leases” includes a gas lease that is
issued by the state under this section and that covers land lying 1in
whole or in part r-orth of 68 degrees north latitude; and

(3) ""£2ice for the gas established in the gas sales con-—
tract"includes tax reimbursement amounts, deliverability and other
charges, and other forms of consideration received by the leosee under

the gas sales contract.

(cc) In (aa) of this section
(1) "gas or electric utility" includes an electric coopera—
tiveorganized under AS 10.25, a municipal wutility, and a gas or

electric utility regulated under AS 42.05; provided that if the con-—
tract gas istransmitted to consumers through a pipeline and the gas
utilityeither owns the pipeline or 1is related in ownership to the

owner of thepipeline, then the gasutility qualifies as a "gas or
electric wutility” within the meaning of this paragraph only if it 1is
bound or agrees to be bound by the covenants set out in AS 38.35.120;

2) "price for the gas established in the contract” 1in—
cludes tax reimbursement amounts, deliverability and other charges,
and other forms of consideration paid by the gas or electric utility,
under the contract;

3) "state"s royalty share of gas production” does not
include the state®"s royalty share of gas production from land patented
to the state under

(A) P.L. 84-830, 70 Stat. 709 (Alaska Mental Health
Enabling Act);
(B)38 Stat. 1214 (Act of March 4, 1915); or

(C) 43 U.S.C. 1635 insettlement of theclaims of the
-3- HCS CSSB 309 (Fin)
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state under 38 Stat. 1214.

Sec. 3. AS 38.05.183 1is amended by adding a new subsection to read:

(h) Upon legislative approval, the commissioner may enter 1inf

contract to sell royalty gas taken in kind by the state to a gas or
electric utility at a negotiated price for the gas if the
commissioner,after considering the consumer benefits, other benefits,
and detrimentsof the sale, makes a written Tfinding that the sale 1is
in the best interest of the state. In this subsection,

(D "gas or electric utility” has the meaning given in
AS 38.05.180(cc);

(2) "royalty gas taken in kind by the state"” does not
include royalty gas taken 1in kind by the state from gas production on
land patented to the state under

A) P.L. 84-830, 70 Stat. 709 (Alaska Mental Health

Enabling Act);

(B) 38 Stat. 1214 (Act of March 4, 1915); or
(C) 43 U.S.C. 1635 in settlement of the claims of the
state under 38 Stat. 1214.
Sec. 4. AS 38.05.810(a) 1is amended to read:

(a) Except as otherwise provided in AS 38.05. 183(h), the
lease, sale, or other disposal of state land or resources may be made
to a state or federal agency or political subdivision, or the lease,
sale, or disposal of coal deposits suitable for mining may be made to
a utility owned and operated by a government agency or nonprofit
cooperative association organized to participate under the Federal
Rural Electrification Act for the purpose of generating electric power
and energy or the production of process steam, or both, for less than
the appraised value as determined by the director and approved by the

commissioner to be fair and proper and in the best interests of the

HCS CSSB 309 (Fin) . -4-



public, with due consideration given to the nature of the public
services or function rendered by the agency, subdivision, or utility
making application, and of the terms of the grant under which the land
was acquired by the state.

* Sec. 5. AS 38.05.180(aa), enacted by sec. 2 of this Act, applies to
agreements to establish for a lease issued under AS 38.05.180 the in-value
royalties on gas production that 1is sold under a contract entered into on
or after the effective date of this Act between the state®"s lessee and a
gas or electric utility.

* Sec. 6. AS 38.05.180(bb), enacted by sec. 2 of this Act, applies to
agreements to establish for a lease issued under AS 38.05.180 the in-value
royalties on gas production that is sold under a gas sales contract entered
into on or after the effective date of this Act between the state"s lessee
and a purchaser of the gas.

* Sec. 7. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

-5- HCS CSSB 309 (Fin)
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SUPPLEMENTAL INFORMATION
Fiscal Note for House CS for CS for SB 309 (Resources)

Alaska Department of Natural Resources

The potential fiscal impact of House CS for CS for SB 309
(Resources) cannot be precisely specified, because it is
unknown at this time how often the new valuation mechanism
would be applied in the future and to what extent future
contract prices would deviate from market value.

However, the Db ill would adversely affect the state's ability
to collect royalties owed under the leases, and likely would
result in lower revenues.

The bill would require the commissioner to use solely the
contract price to determine royalty value for virtually alle
arms-length contracts, whether for consumer or industrial
purposes. The bill could affect all state-owned gas reserves
not presently under contract.

The state's royalty share of North Slope gas reserves is
about 4.5 trillion cubic feet (TCF). If value is higher than
contract price by 10C, 25C and $1.00 per mecf for the entire
North Slope royalty share, royalty revenues to the state
would be reduced by $450 million, $1.1 billion and $4.5
billion, respectively, as a result of basing the royalty
payment on the contract price rather than the market value
of the gas.

The state's royalty share of Cook Inlet gas reserves not
presently committed to a contract is about 190 billion cubic
feet (BCF). If value is higher than contract price by 10C,
25C and $1.00 per mecf for the entire realty share not
presently under contract, then state revenues would be
reduced by $19 million, $47.5 million and $190 million,
respectively, as a result of basing the royalty payment on
the contract price rather than on the market value of the
gas.



May 1, 1986

TESTIMONY OF KAY BROWN, DIRECTOR, DIVISION OF OIL AND GAS
TO HOUSE RESOURCES COMMITTEE
ON PROPOSED HOUSE RESOURCES CS FOR CS SB309

Thank you, Mr. Chairman. For the record, | ’'m Kay Brown,

Director of the Division of O1il and Gas for the Department

of Natural Resources. | appreciate this opportunity to
testify.
The bill before the committee was intended to benefit Alaska

gas and electric consumers. We don't believe it is prudent
to try to address other issues — such as how to value the
royalty share of gas production sold for industrial and |

exporbv;#se™; N ;iii%this consumer b ill

The Department of Natural Resources supports the House Ol
and Gas Committee Substitute for SB 309. We object to the
proposed Resources Committee Substitute, which addresses
industrial and export sales. If the legislature insists on

addressing industrial and export sales, we havt- "ereviously



provided language that would accomplish +-his in a way that
protects the state's interest.

The approach suggested in the proposed Resources Connittee
Substitute is not acceptable. Let me explain why.

Fundamentally, we believe that the burden must be on the *
lessee to show that the royalty value is a fair value, and

not on the Commissioner to show that it isn’'t. )

The department a lieves it is appropriate to accept a
contract price as the royalty value for arms-length sales to
requlated utilities — as provided in the House Oil and Gas
Committee Substitute for SB 309 — because Alaska consumers
would be the direct beneficiaries of any royalties lost to
the state as a result of using solely the contract price to
establish royalty value. We do not believe that industrial
and export gas uses should receive thet same exception, since
the likely..edEfrct; would be to increase the profits of
JndnsfrnA pvpnrf .concerns without a corresponding

pub Ve

The proposed Resources Committee Substitute significantly
erodes the state's rights under existing oil and gas leases.
It would bind the state as landowner to prices established
in contracts to which it was not a party, and, contrary to



the provisions of the leases, would forego royalties the

sjate is entitled to receive.

Further, the proposed CS does not include language

authorizing "below market" sales of royalty gas for consumer
Which was included in previous versions of the b il

and which is an important element of the department’s

preliminary settlement agreement with Chugach Electric. We

recommend that this language he restored.

The proposed Committee Substitute expands the presumption
that a contract price is the correct royalty value to cover
virtually all arms-length contracts, whether for consumer or
industrial purposes. There is no assurance that a contract

would bhe structured to reflect the true value of the gas

The department believes that adoption of the proposed
Covvauittee Substitute would adversely affect the state's
ability to collect royalties in several important instances.
For exa’”pils®*Marathon O il Company has advised the department
that it """ ehds/to take gas from new fields (not covered by
past royalty settlements) to its LNG plant in Cook Inlet.
Presumahbly Marathon will sell the gas as LNG to a Japanese
purchaser not related to Marathon in management, ownership
or other aspect. Thus, Marathon would bhe entitled to the

presumption of use of the contract price under the proposed
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At a minimum, the state must have the ability to scrutinize
all elements affecting a sale for industrial and export
purposes, such as pipelines, LNG facilities and LNG tankers.

Further, the lessee must have the burden of providing all
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Without these minimum protections for the state, the

proposed Committee Substitute is unacceptable.

As drafted, the proposed Committee Substitute* hidi:req___
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v/ouid have to be- satisfied before the

t

corisNgsM"Phroi"F"reject a contract price,; a more, difficulty

standard than fifidihg"tbat an& one of the conditions exists..

As a practical matter, it would be virtually impossible for
the commissioner to obtain clear and convincing evidence to
show that a contract price was unreasonably low and not in
the state's best interest within the 90-day timeframe
provided. The lessee would control access to the necessary
information. Lessees have an understandable desire to
minimize royalty payments, and no incentive to cooperate by
providing proprietary information that the commissioner
might _r.equest _:.in order to make a decision. The lessees
conceivably could spend years devising a complicated pricing
formula that the Commissioner would be asked to approve in

only 90 days.



In summary, Mr. Chairman, we are disappointed that this bill
which we have supported in order to benefit gas and electric
consumers may be broadened to cover industrial and export
uses without adequate protection for the state®s interests.
We. urge the committee to adopt the House Oil and Gas #
Committee Substitute, .with the' addition' of the words "hased
on clear and convincing evidenced after the word,"finding" *
on page L1, line 28 of that hill. If thefconmlttee" deems it?
uses, -we "
recommend use of the language included tnhCommissions:A?
WufUiIgKe"fe;ApriI";2®i'Iett®Atff>1 C0Mchairmaji: Shultz. ,
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Offered: 5/2/86
Referred: Finance

Original sponsors: Fa
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IN THE SENATE BY THE RESOURCES COMMITTEE
HOUSE CS FOR CS FOR SENATE BILL NO. 309 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to royalty gas contracts; and pro-
viding for aneffectivedate.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATEOF ALASKA:

* Section 1. FINDINGS.  The legislature finds that to provide for the
utilization, development and conservation of gas resources for the maximum
benefit of the people of the state, the value of production of gas for
purposes of computing the royalty reserved to the state must be based
primarily on the contract price of the gas. This will encourage stable
markets, promote investment, assurereasonable energy prices and provide
the maximum benefit to the people of the state.  The legislature does not
intend thif Act to apply to the policies of the state regarding the sale of
royalty oil.

* Sec. 2. AS 38.05.180 is amended by adding new subsections to read:

(aa) Within 90 days after the written request of a lessee of a
lease issued under this section, the commissioner shall enter into an
agreement with the lessee to use the price for the gas established in
the contract between the lessee and a purchaser as the value of the
state's royalty share of gas production sold by the lessee under the
contract unless

(1) the lessee and purchaser are related in management,
ownership, or other aspect; or
(2) the commissioner makes a written finding based on clear
and convincing evidence that
(A) the contract price is unreasonably low;
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(B) the prospective reduction in royalty receipts
would not be balanced by increased benefits to in-state
consumers; and

(C) the contract price is not in the best interest of
the state.

(bb) In (aa) of this section

(1) "price for the gas established in the contract” in-
cludes tax reimbursement amounts, deliverability and other charges,
and other forms of consideration paid by the purchaser under the
contract;

(2) "state's royalty share of gas production™ does not
include the state's xpyalty share of gas production from land patented
to the state under

(A) P.L. 84-830, 70 Stat. 709 (Alaska Mental Health
Enabling Act);

(B) 38 Stat. 1214 (Act of March 4, 1915); or

(C) 43 U.S.C. 1635 in settlement of the claims of the
state under 38 Stat. 1214

* Sec. 3. AS 38.05.180(aa), enacted by sec. 2 of this Act, applies to
agreements to establish for a lease issued under AS 38.05.180 the in-value
royalties on gas production that is sold by the state's lessee under a
contract entered into on or after the effective date of this Act.

* Sec. 4. This Act takes effect immediately in accordance with AS 01.-
10.070(c).

HCS CSSB 309(Res) -2-
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IN THE SENATE BY THE RESOURCES COMMITTEE
HOUSE CS FOR CS FOR SENATE BILL NO. 309 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to royalty gas contracts; and pro-
viding for an effective date.”

BE IT ENACTED 3Y THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS.  The legislature finds that toprovide for the
utilization, development and conservation of gas resources for the maximum
benefit of the people of the state, the value of production of gas for
purposes of computing the royalty reserved to the state must be based
primarily on the contract price of the gas.  This will encourage stable
markets, promote investment, assure reasonable energy oprices and provide
the maximum benefit to the people of the state.  The legislature does not
intend this Act to apply to the policies of the state regarding the sale of
royalty oil.

* Sec. 2. AS 38.05.180 is amendsd by adding new subsections to read:

(aa) Within 90 days after the written request of a lessee of a
lease issued under this section, the commissioner shall enter into  an
agreement with the lessee to use the price for the gas established in
the contract between the lessee and a purchaser as the wvalue of the
state's royalty share of gas production sold by the lessee under the
contract unless

(1) the lessee and purchaser are related in management,
ownership, or other aspect; or
(2) the commissioner makes a written finding based on clear
and convincing evidence that
(A) the contract price is unreasonably low;

-1- HCS CSSB 309 (Res)
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(B) the prospective reduction in royalty receipts
would not be balanced by increased benefits to in-state
consumers; and

(C) the contract price is not in the best interest of
the state.

(bb) In (aa) of this section

(1) "price for the gas established in the contract™ in-
cludes tax reimbursement amounts, deliverability and other charges,
and other forms of consideration paid by the purchaser under the
contract;

(2) "state's royalty share of gas production™ does not
include the state's royalty share of gas production from land patented
to the state under

(A) P.L. 84-830, 70 Stat. 709 (Alaska Mental Health
Enabling Act);

(B) 38 Stat. 1214 (Act of March 4, 1915); or

(C) 43 U.S.C. 1635 in settlement of the claims of the
state under 38 Stat. 1214

* Sec. 3. AS 38.05.180(aa), enacted by sec. 2 of this Act, applies to
agreements to establish for a lease issued under AS 38.05.180 the in-value
royalties on gas production that is sold by the state's lessee under a
contract entered into on or after the effective date of this Act.

* Sec. 4. This Act takes effect immediately in accordance with AS 01.-
10.070(c).

HCS CSSB 309 (Res) -2-
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Offered: 4/21/86
Referred: Resources and
Finance

Original sponsors: Faiks, Kelly
and V.Fischer

IN THE SENATE 8% 6 E
HOUSE CS FOR CS FOR SENATE BILL NO. 309 (0&G)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to royalty gas contracts; and pro-

HE HOUSE SPECIAL COMMITTEE
IL AND GAS

viding for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. The legislature finds that thebest interest  of
the state will be served if the commissioner of natural resources is au-
thorized to establish the in-value royalty for gas sold to a gas or elec-
trie utility by using the contract price between the lessee of the state
and the utility, whether or not the gas lease establishes a different stan-
dardfor the valuation and if the lessee and the utility are not related to
eachother. The legislature finds that this authorization should apply
prospectively and does not intend the authorization to apply to the val-
uation for royalty purposes of gas sold by a lessee under a gas sales
contract entered inco before the effective date of this Act.The legisla-
ture does not intend this Act to apply to the policies of the state regard-
ing the sale of royalty oil.

* Sec. 2. AS 38.05.180 is amended by adding rew subsections to read:

(aa) Within 90 days after the written request of a lessee of a
lease issued under this section, the commissioner shall enter into an
agreement with the lessee to use the price for the gas established in
the contract hetween the lessee and a gas or electric utility as the
value of the state's royalty share of gas production sold by the
lessee under the contract unless the commissioner makes a written
finding that

(1) the contract price is unreasonably low;

-1- HCS CSSB 309(0&G)
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(2) the prospective reduction in royalty receipts would not
be balanced by increased benefits to in-state gas and electric con-
sumers;

(3) the lessee and the utility are not related in manage-
ment, ownership, or other aspect; and

(4) the contract price is not in the best interest of the
state.

(bb) In (aa) of this section

(1) "gas or electric utility™ includes an electric coopera-
tive organized under AS 10.25, a municipal utility, and a gas or
electric utility regulated under AS 42.05; provided that if the con-
tract gas is transmitted to consumers through a pipeline and the gas
utility either owns the pipeline or is related in ownership to the
owner of the pipeline, then the gas utility qualifies as a "gas or
electric utility™ within the meaning of this paragraph only if it s
bound or agrees to be hound by the covenants set out in AS 38.35.120;

(2) "price for the gas established in the ~contract” in-
eludes tax reimbursement amounts, deliverability and other charges,
and other forms of consideration paid by the gas or electric wutility
under the contract;

(3) "state's royalty share of gas production™ does not
include the state's royalty share of gas production from land patented
to the state under

(A) P.L. 84-830, 70 Stat. 709 (Alaska Mental Health
Enabling Act);

(B) 38 Stat. 1214 (Act of March 4, 1915); or

(C) 43 U.S.C. 1635 in settlement of the clai.ns of the
state under 38 Stat. 1214

* Sec. 3. AS 38.05.183 is amended by adding a new subsection to read:

HCS CSSB 309 (0&G) -2-
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(h) The commissioner may enter into a contract to sell royalty
gas taken in kind by the state to a gas or electric utility at less
than the market value cf the royalty gas if the commissioner makes a
written finding that the sale is in the best interest of the state.
The commissioner shall consider the consumer benefits, other benefits,
and detriments of the sale. In this subsection,

(1) "gas or electric utility™ has the meaning given in
AS 38.05.180(bb);

(2) "royalty gas taken in kind by the state™ does not
include royalty gas taken in kind by the state from gas production on
land patented to the state under

(A) P.L. 84-830, 70 Stat. 709 (Alaska Mental Health

Enabling Act);

(B) 38 Stat. 1214 (Act of March 4, 1915); or
(C) 43 U.S.C. 1635 in settlement of the claims of the

state under 38 Stat. 1214
Sec. 4. AS 38.05.810(a) is amended to read:

(a) Except as otherwise provided in AS 38.05.183(h), the
lease, sale, or other disposal of state land or resources may he made
to a state or federal agency or political subdivision, or the lease,
sale, or disposal of coal deposits suitable for mining may be made to
a utility owned and operated by a government agency or nonprofit
cooperative association organized to participate wunder the Federal
Rural Electrification Act for the purpose of generating electric power
and energy or the production of process steam, or both, for less than
the appraised value as determined by the director and approved by the
commissioner to be fair and proper and in the best interests of the
public, with due consideration given to the nature of the public
services or function rendered by the agency, subdivision, or utility

-3- HCS CSSB 309 (0&G)



making application, and of the terms of the grant under which the land

was acquired by the state.

* Sec. 5. AS 38.05 180(aa), enacted by sec. 2 of this Act,

agreements to establish for a lease
royalties on gas production that is
or after the effective date of this
gas or electric utility.

* Sec. 6. This Act takes effect
10.070(c).

HCS CSSB 309 (0&G)

issued under AS 38.05.180 the
sold under a contract entered
Act between the state's lessee
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Offered: 2/28/86
Original sponsors: Fa
an

IN THE SENATE BY THE RULES COMMITTEE
CS FOR SENATE BILL NO. 309 (Rules)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to royalty gas contracts; and pro-
viding for an effective date.”

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

'* Section 1. FINDINGS. (a) The legislature finds that the best inter-
est of the state will be served if the commissioner of natural resources is
authorized to establish the in-value royalty for gas sold to a gas or
electric utility by wusing the contract price betweenthe lessee of the
state and the utility, whether or not the gas lease establishes a different
standard for the valuation and if the lessee and the utility are not re-
lated to each other. The legislature finds that this authorization should
apply prospectively and does not intend the authorization to apply to the
valuation for royalty purposes of gas sold by a lessee under a gas sales
contract entered into before the effective date of thisAct,

(b) The legislature finds that it is also in the best interestof the
state to give the commissioner explicit discretionary authority to sell
royalty gas received in kind by the state to gas or electric utilities at a
price that is below market value.

(¢) The legislature finds that the proper exercise of the discretion
conferred on the commissioner by this Act would support and complement the
other programs that assist the citizens of the state with their long-term
gas and electrical needs, including the power cost equalization program
under AS 4A.83.162 - 44.83.165 and hydroelectric and other programs for the
generation of electricity.

(d) The legislature finds that the state should adopt a policy for

-1- CSSB 309(Rls)
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the sale of royalty gas to gas or electric utilities for in-state consumer
use and in-state generation of electricity that is fundamentally different
from the policies of the state for the sale of royalty oil and for the sale
of royalty gas for export from the state or for uses other than in-state
consumer use and in-state generation of electricity.

() The legislature finds it is in the state's best interest to
facilitate the financing and construction of a pipeline and increased gas
production from the Prudhoe Bay reservoir by establishing a procedure by
which the state could commit itself to a royalty valuation methodology for
as long as the state takes its royalty share of gas production in value.

* Sec. 2. AS 38.05.180 is amended by adding new subsections to read:

(aa) Within 90 days after the written request of a lessee of a

lease issued wunder this section, unless the commissioner makes a

written finding based on clear and convincing evidence that the con-

tract price is unreasonably low and that a prospective reduction in
royalty receipts would not be balanced by increased benefits to in-
state gas and electric consumers, the commissioner shall enter into an
agreement with the lessee to use the price for the gas established in
the contract between the lessee and a gas or electric utility, if the
lessee and the utility are not related in management, ownership, or
other aspect, as the value of the state's royalty share of gas produc-
tion sold by the lessee under the contract to the utility. In this
subsection

(1) "gas or electric utility" includes an electric coopera-
tive organized wunder AS 10.25, a municipal utility, and a gas or
electric utility regulated under AS 42.05; and

(2) "price for the gas established in the contract" in-
eludes tax reimbursement amounts, deliverability and other charges,
and other forms of consideration paid by the gas or electric utility

CSSB 309(RIs) -2-
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under the contract,

(bb) In the event of a contract between parties that are unrelat-
ed in management, ownership, or other aspect for the sale of gas from
Prudhoe Bay reservoir gas leases by means of delivery of the gas
through a pipeline for export out of the state, and within 90 days
after the written request of a lessee of a lease issued under this
section, unless the commissioner makes a written finding that the
contract price does not assure the maximum benefits to the people of
the state in return for the state's gas resources, the commissioner
shall enter into an agreement with the lessee to use the price for the
gas established in the gas sales contract as the value of the state's
royalty share of gas production sold by the lessee under the gas sales
contract. The lessee shall have the burden of providing all informa-
tion necessary for the commissioner to make an informed decision, and
shall provide clear and convincing evidence that the value of the gas
is reflected by the gas sales contract price rather than being attri-
buted to transportation, marketing, or other profit or cost centers.
In this subsection, "price for the gas established in the-gas sales
contract™ includes tax reimbursement amounts, deliverahbility and other
charges, and other forms of consideration received by the lessee under
the gas sales contract.

Sec. 3. AS 38.05.183 is amended by adding a new subsection to read:

(h) The commissioner may enter into a contract to sell royalty
gas taken in kind by the state to a gas or electric utility at less
than the market value of the royalty gas if the commissioner, after
considering the consumer benefits, other benefits, and detriments of
the sale, makes a written finding that the sale is in the hest inter-

est of the state. In this subsection, "gas or electric utility"
includes an electric cooperative organized under AS 10.25, a municipal
-3- CSSB 309(RIs)
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utility, and a gas or electric utility requlated under AS 42.05.

* Sec. 4. AS 38.05.810(a) is amended to read:

(a) Except as otherwise provided in AS 38.05.183(h), the [THE]
lease, sale, or other disposal of state land or resources may he made
to a state or federal agency or political subdivision, or the lease,
sale, or disposal of coal deposits suitable for mining may be made to
a utility owned and operated by a government agency or nonprofit
cooperative as-ociation organized to participate under the Federal
Rural Electrification Act for the purpose of generating electric power
and energy or the production of process steam, or hoth, for less than
the appraised value as determined by the director and approved by the
commissioner to be fair and proper and in the best interests of the
public, with due consideration given to the nature of the public
services or function rendered by the agency, subdivision, or utility
making application, and of the terms of the grant under which the land
was acquired by the state.

* Sec. 5. AS 38.05.180(aa), enacted by sec. 2 of this Act, applies to
agreements to establish for a lease issued under AS 38.05.180 the in-value
royalties on gas production that is sold under a contract entered into on
or after the effective dute of this Act between the state's lessee and a
gas or electric utility.

* Sec. 6. This Act takes effect immediately in accordance with AS 01.-
10.070(c).

CSSB 309(Rls) ~4-
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Offered: 2/20/86
Referred: Rules

Original sponsors: Faiks, Kelly
and V.Fischer

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 309 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: ™"An Act relating to royalty gas contracts;, and pro-
viding for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. (a) The legislature finds that the best inter-
est of the state will be served if the commissioner of natural resources is
authorized to establish the value for royalty gas taken in value by the
state and sold to a nonprofit electric utility by using the contract price
between the lessee of the state and the nonprofit electric utility, whether
or not the royalty gas lease with the state establishes a different stan-
dard for the valuation and if the lessee and the. nonprofit electric utility
are not related to each other. The legislature finds that this authoriza-
tion should apply prospectively and does not intend the authorization to
apply to the valuation of royalty gas that is sold by alessee of the state
under a contract entered into hefore the effective date of this Act with a
nonprofit electric utility.

(b) The legislature finds that it is also in the best interest of the
state to give the commissioner explicit discretionary authority to sell
royalty gas received in kind by the state to nonprofit electric utilities
at a price that is below market value.

(c) The proper exercise of the discretion conferred by this Act on
the commissioner would support and complement the other programs that
assist the citizens of the state with their long-term electrical needs,
including the power cost equalization program under AS 44.83.162 - 44.83.-
165 and hydroelectric and other programs for the generation of electricity.

-1- CSSB 309 (Res)
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(d) The state should adopt a policy for the sale of royalty gas to
rofit electric utilities for in-state generation of electricity that is

fundamentally different from the policies of the state for the sale of

royalty oil and for the sale of royalty gas for export from the staﬁe or

for uses other than in-state generation of electricity.

*

read:

CSSB

Sec. 2. AS 38.05.180 is amended by adding a new subsection to read:
(aa) Within 90 days after the written request of a lessee of a

lease issued under this section, wunless the commissioner makes a
written finding based on clear and convincing evidence that the con-
tract price is unreasonably low and that a prospective reduction in
royalty receipts would not be balanced by increased benefits to elec-
trie consumers, the commissioner shall enter into an agreement with
the lessee to use the price for the gas established in the contract
between the lessee and a nonprofit electric utility, if the lessee and
the utility are not related in management, ownership, or other aspect,
as the value of the state's royalty share of gas production sold by a
lessee of the state to a nonprofit electric utility. In  this
subsection

(1) “nonprofit electric wutility™ includes an electric
cooperative organized under AS 10.25 and a municipal utility; and

(2) "price for the gas established in the contract™ in-
eludes tax reimbursement amounts, deliverahbility and other charges
and other forms of consideration paid by the nonprofit electric utili-
ty under the contract,
Sec. 3. AS 38.05.183(h) is amended by adding a new subsection to

(h) The commissioner may enter into a contract to sell royalty
gas taken in kind by the state to a nonprofit electric utility at less
than the market value of the royalty gas if the ~commissioner, after

309 (Res) -2-



considering the consumer benefits, other benefits, and detriments of
the sale, makes a written finding that the sale is in the best inter-
est of the state. In this subsection, "nonprofit electric utility"
includes an electric cooperative organized under AS 10.25 and a
municipal utility.

* Sec. 4. AS 38.05.810(a) is amended to read:

(a) Except as otherwise provided in AS 38.05.183(h). the [THE]
lease, sale, or other disposal of state land or resources may be made
to a state or federal agency or political subdivision, or the lease,
sale, or disposal of coal deposits suitable for mining may be made to
a utility owned and operated by a government agency or nonprofit
cooperative association organized to participate under the Federal
Rural Electrification Act for the purpose of generating electric power
and energy or the production of process steam, or both, for less than
the appraised value as determined by the director and approved by the
commissioner to b~ fair and proper and in the best interests of the
public, with due consideration given to the nature of the public
services or function rendered by the agency, subdivision, or utility
making application, and of the terms of the grant under which the land
was acquired by the state.

* Sec. 5. Section 2 of this Act applies to contracts entered into on or
after the effective date of thisAct to sell to nonprofit electric
utilities gas produced under a lease issued under AS 38.05.180.

* Sec. 6. Section 3 of this Act applies to contracts entered into by
the state on or after the effective date of this Act to sell new quantities
of royalty gas to nonprofit electric utilities.

* Sec. 7. This Act takes effect immediately in accordance with AS 01.-
10.070(c).

-3- CSSB 309 (Res)
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Offered: 2/20/86
Referred: Rules

Original sponsors: Faiks, Kelly
and V_Fischer

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 309 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to royalty gas contracts; and pro-
viding for an effective date.'

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

* Section 1. FINDINGS. (a) The legislature finds that the best inter-
est of the state will be served if the commissioner of natural resource' is
authorized to establish the. value for royalty gas taken in wvalue by the
state and sold to a nonprofit electric utility by using the contract price
between the lessee of the state and the nonprofit electric utility, whether
or not the royalty gas lease with the state estahlishes a different stan-
dard for the valuation and if the lessee and the nonprofit electric utility
are not related to each other. The legislature finds that this authoriza-
tion should apply prospectively and does not intend the authorization to
apply to the valuation of royalty gas that is sold by a lessee of the state
under a contract entered into before the effective date of this Act with a
nonprofit electric utility.

(b) The legislature finds that it is also in the best interest of the
state to give the commissioner explicit discretionary authority to sell
royalty gas received in kind by the state to nonprofit -electric utilities
at a price that is below market value

(c) The proper exercise of the discretion conferred by this Act on
the commissioner would support and complement the other programs that
assist the citizens of the state with their long-term electrical needs
including the power cost equalization program under AS 44.83.162 - 44.83.-
165 and hydroelectric and other programs for the generation of electricity.

CSSB 309 (Res)



1 (d) The state should adopt a policy for the sale of royalty gas to
2 nonprofit electric utilities for in-state generation of electricity thlat is
3 fundamentally different fromthe policies of the state for the sale of
4 royalty oil and forthe sale of royalty gas for export from the state or
5 for uses other thanin-state generation cf electricity.

6 * Sec. 2. AS 38.05.180 is amended by adding a new subsection to read:

7 (aa) Within 90 days after the written request of a lessee of a
8 lease issued under this section, wunless the commissioner makes a
9 written finding based on clear and convincing evidence that the con-
10 tract price is unreasonably low and that a prospective reduction in
11 royalty receipts would not be balanced by increased benefits to elec-
12 trie consumers, the commissioner shall enter into an agreement with
13 the lessee to use the price for the gas established in the contract
14 between the lessee and a nonprofit electric utility, if the lessee and
15 the utility are not related in management, ownership, or other aspect,
16 as the value of the state's royalty share of gas production sold by a
17 lessee of the state to a nonprofit electric wutility. In this
18 subsection

19 (1) “nonprofit electric wutility™ includes an electric
20 cooperative organized under AS 10.25 and a municipal utility; and

21 (2) "price for the gas established in the contract™ in-
22 eludes tax reimbursement amounts, deliverability and other charges,
23 and other forms of consideration paid by the nonprofit electric utili-
24 ty under the contract.

25 * Sec. 3. AS 38.05.183(h) is amended by adding a new subsection to
26 read:

27 (h) The commissioner may enter into a contract to sell royalty
28 gas taken in kind by the state to a nonprofit electric utility at less
29 than the market value of the royalty gas if the commissioner, after

CSSB 309 (Res) -2-
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considering the consumer benefits, other benefits, and detriments of
the sale, makes a written finding that the sale is in the hest inter-
est of the state. In this subsection, "nonprofit electric utility"

includes an electric cooperative organized under AS 1025 and a

municipal utility.

*Sec. 4. AS 38.05.810(a) is amended to read:

(a) Except as otherwise provided in AS 38.05.183(h), the [THE]
lease, sale, or other disposal of state land or resources may be made
to a state or federal agency or political subdivision, or the lease,
sale, or disposal of coal deposits suitable for mining may be made to
a utility owned and operated by a government agency or nonprofit
cooperative association organized to participate under the Federal
Rural Electrification Act for the purpose of generating electric power
and energy or the production of process steam, or both, for less than
the appraised value as determined by the director and approved by the
commissioner to be fair and proper and in the best interests of the
public, with due consideration given to the nature of the public
services or function rendered by the agency, subdivision, or utility
making application, and of the terms of the grant under which the land
was acquired by the state.

*Sec. 5. Section 2 of this Act applies to contractsentered into on or
after the effective date of this Act to sell to nonprofit electric
utilities gas produced under a lease issued under AS 38.05.180.

*Sec. 6. Section 3 of this Act appliesto contracts entered into by
the state on or after the effective date of this Act to sell new quantities
of royalty gas to nonprofit electric utilities.

*Sec. 7. This Act takes effectimmediately in accordance with AS 01.-
10.070¢(c).

-3- CSSB 309 (Res)
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Introduced: 5/4/85
Referred: Resources

IN THE SENATE BY FAIRS, KELLY AND V.FISCHER
SENATE BILL NO. 309
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the royalty value of a natural

gas lease on state land; and providing for an effec-

tive date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDING. The legislative finds that to provide for the
utilization, development and conservation of gas resources for the maximum
benefit of the people of the state, the value of production of gas for
purposes of computing the royalty reserved to the state must be based
primarily on the contract price of gas rather than the current market value
of the gas. This will encourage stable markets, promote investment, assure
reasonable energy prices and provide the maximum benefit to the people of
the state.

* Sec. 2. AS 38.05.180 is amended by adding a new subsection Lo read:

(aa) Notwithstanding other provisions of this section, if the
royalty share of natural gas reserved to the state under a lease
issued under (f) of this section is taken in value, the value of
production sold under a long-term sales contract may not be greater
than the price received for the production under the long-term sales
contract unless it is shown by clear and convincing evidence that the
long-term contract price was unreasonably low at the time of contract.

*Sec. 3. This Act applies to leases issued before or after the effec-
tive date of this Act.

* Sec. 4. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

SB 309
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Mr. President
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Offered: 2/27/86
Referred: Finance

Original sponsors: Sturgulewski, V. Fischer
Rodey and Zharoff

IN THE SENATE BY THE STATE AFFAIRS COMMITTEE
CS FOR SENATE BILL NO. 310 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing the Alaska Natural Hazards
Safety Commission.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section I. FINDINGS. The legislature finds that
(&D) there 1is 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 1is not being addressed by any continuing state
government organization;
(2) 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 44.37 is amended by adding new sections to read:
ARTICLE 2. ALASKA NATURAL HAZARDS SAFETY COMMISSION.
Sec. 44 _37.200. COMMISSION ESTABLISHED. The Alaska Natural
Hazards Safety Commission is established in the Department of Natural
Resources.
Sec. 44.37.210. MEMBERSHIP. (a) The commission is composed of
11 members appointed by the governor for terms of three years. A
member holds office until a successor 1is appointed and confirmed. A
vacancy 1is filled for the unexpired tern. The governor shall appoint
to the commission a representative from the University of Alaska, a
representative from the Department of Community and Regional Affairs,

1- CSSB 310 (SA)
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a representative from the Department of Natural Resources, a represen—
tative from the Department of Military and Veterans ” Affairs, a rep—
resentative from the Department of Transportation and Public Facil—
ities, a representative from an appropriate federal agency and shall
appoint the remaining five members from members of the public who are
knowledgeable 1in the fields of geology, seismology, hydrology, geo-
technical engineering, structural engineering, emergency services, oOr
planning. In making appointments to the commission, the governor
shall consider the need for representation from all parts of the
state.

(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) Six members constitute 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. 44.37.220. POWERS AND DUTIES. (a) The coamrlssion shall

(1) recommend goals and priorities for hazard mitigation to
the public and private sectors;

(2) annually recommend policies to the governor and the
legislature, including needed research, mapping, and monitoring pro—
grams ;

(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 1improvements to mitigate losses from similar future

events;
(4) gather, analyze, and disseminate information of general
CSSB 310(SA) -2-
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interest on hazard mitigation}

(5) establish and maintain necessary working relationships
with other public and private agencies}

(6) review predictions and warnings 1issued b7 the federal
government, research institutions, and other organisations and persons
and suggest appropriate responses at the. state and local level; and

@) review proposed hazard notifications and supporting
information from state agencies, evaluate possible socioeconomic
consequences, recommend that the governor 1issue formal hazard noti—
fications when appropriate, and advise state and local agencies of
appropriate responses.

(b) The commission 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 1its 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

(D “commission”” means the Alaska Natural Hazards Safety
Comm?,ssion;

(2) "disaster preparedness™ means establishing plans and
programs for responding to and distributing fmids 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)
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persons and property, 1including 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 1initial public members of the Alaska Natural Hazards Safety
Commission shall serve terms Of two years, two initial public members of
the commission shall 3erve terms of three years and one 1initial public
member shall serve a term of four years.

* Sec. 5. Nothing ir\ this Act is intended to transfer to Fhe commission
the authorities and responsibilities of other state agencies, boards,

councils, or commissions or of local governments.

CSSB 310(SA) -4-
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Introduced: 5/6/85
Referred: State Affairs
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
Safety Commission.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS. The legislature finds that

D 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 vreduce the disaster
potential of natural hazards and, consequently, to reduce dependence on
disaster relief;

(2 there 1is 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 1is not being addressed by any continuing state
government organisation;

(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 1is established in the Office of the Gover—
nor.

Sec. 44.19.242. MEMBERSHIP. (a) The commission 1is composed of

-1- SB 310



11 members appointed by the governor for terms of three years. A
member holds office until a successor is appointed and confirmed. A
vacancy 1is Tilled for the unexpired term. The governor shall appoint
to the commission a representative from the University of Alaska, a
representative from Jlocal 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—
berm,of thq pub!ic who are knowledgeable Iln the%fielqs of geology, ,
seismology, hydrology, geoteehnical engineering, structural engineer—
ing, emergency services, or planning.

e (b) The commission shall elect annually from 1its 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 1improvements to mitigate 1losses from similar Tfuture

events;

(4) gather, analyze, and disseminate information of general



interest on hazard mitigation;
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(5) establish and maintain necessary working relationships
with other public and private agencies;

(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

@) review proposed hazard notifications and supporting
information from state agencies, evaluate possible socioeconomic
consequences, recommend that the governor 1issue formal hazard noti—
fications when appropriate, and advise state and 1local agencies of
appropriate responses.

(b) The commission 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. 44.19.244. DEFINITIONS. In AS 44.19.241 - 44.19.244

(D ‘tommission"- m;%ns the Alaska ﬁatural 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) “fazard mitigation™ or “fitigation”™ mean activities

that prevent or alleviate the harmful effects of natural hazards to
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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 44.19.241)
- June 30, 1989.
* Sec. 4. Notwithstanding AS 44. 19.242 enacted by sec. 2 of this Act,
four of the initial members of the Alaska Natural Hazards Safety Commissioq*

shall serve terms of two years and three initial members shall serve terms

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.
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February 25, 1986 Wﬂﬁ%ﬂ%
POSITION PAPER

RE: SB 310 |

SPONSORS: Senators Sturgulewski, Fischer,
and zharoff

Effects of Bill: This bill would establish a Natural Hazards
Safety Commission composed of eleven members to address hazards
mitigation and disaster preparedness issues.

Comments: The Department  of Community andRegional Affairs
supports the bill as a_ rational waK to address the vital need
to coordinate the activities of hazard-related programs and

public safety practices at all governmental levels and in the
private sector.

Flooding. is one of the major natural hazards that regularly

occurs “inAlaska.  Major rivers almoston an annual basis
produce floods which causesignificant property damage and
threaten the health and satety of Alaskanresidents. The

0

h
Department of_CommunltK and Reﬁlonal Affairs is the
coordlnatln%_ office of the National Flood Insurance Program,
The potential flood hazard mitigation and post-disaster
roodpraln management duties of the proposed Commission would
benefit  greatly our Department's  floodplain management
community assistance program.

Because of the Department's interest and active involvement in
the area of natural hazard mitigation and management,  the
Department believes SB 310 should be amended to provide for a
representative from the Department of Community and Regional
Affairs. Even though the existing blll_P_rowdes fora “local
government . representative, the addition 0f a DCRA
representative would enhance the link between local governments
and the hazard mitigation functions of the Natural Hazards
Safety Commission.

Emil Notti, Commissioner
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Offered: 2/27/86
Referred: Finance

Original sponsors: Sturgulewski, V. Fischer,
Rodey and Zharoff

IN THE SENATE BY THE STATE AFFAIRS COMMITTEE
CS FOR SENATE BILL NO. 310 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing the Alaska Natural Hazards
Safety Commission."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS. The legislature finds that
(L) 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;
(2) 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 44.37 is amended by adding new sections to read:
ARTICLE 2. ALASKA NATURAL HAZARDS SAFETY COMMISSION.
Sec. 44.37.200. COMMISSION ESTABLISHED. The Alaska Natural
Hazards Safety Commission is established in the Department of Natural

Resources.
Sec. 44.37.210. MEMBERSHIP. (a) The commission is composed of
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 the Department of Community and Regional Affairs.,

-1- CSSB 310(SA)



«z+OUtSs

10
11
12
13
14
13
16
17
18
19
20
21
22
23
24
25
26
27
28

29

a representative from the Department of Natural Resources, a represen-
tative from the Department of Military and Veterans®™ Affairs, a rep-
resentative from the Department of Transportation and Public Facil-
ities, a representative from an appropriate federal agency and shall
appoint the remaining five members from members of the public who are
knowledgeable in the fields of geology, seismology, hydrology, geo-
technical engineering, structural engineering, emergency services, or
planning. In making appointments to the commission, the governor
shall consider the need for representation from all parts of the
state.

(b) The commission shall elect annually from its members a
chairman and vice-chairman. A majority of the commission mayvote to
replace an officer of the commission.

(c) Six members constitute 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. 44.37.220. POWERS AND DUTIES. (a) The commission shall

1) recommend goals and priorities for hazard mitigation to
the public and private sectors;

@) annually recommend policies to the governor and the
legislature, including needed research, mapping, and monitoring pro-
grams;

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;

) gather, analyze, and disseminate information of general

CSSB 310(SA) -



interest on hazard mitigation;

(5) establish and maintain necessary working relationships
With other public and private agencies;

(6) review predictions and warnings issued by the Tfederal
government, research institutions, and other organizations and persons
and suggest appropriate responses at the state and local level; and

(D 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) The commission may

() advise the governor and the legislature on disaster
preparedness and hazard mitigationand on budgets for those activi-
ties, and recommend legislation orpolicies to improve disaster pre-
paredness or hazard mitigation;

(@ 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

(@ ‘commission' means the Alaska Natural Hazards Safety
Commission;

(@ ‘'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
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Introduced: 5/6/85
Referred: State Affairs
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
Skt  ;ommission.™
BE 1T 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 iImprovement in measures to reduce the disaster
potential of natural hazards and, consequently, to reduce dependence on
disaster relief;

(@ there is a pressing need to provide a consistent policy
framework and a means for continuing coordination of hazard-related pro-
grans 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-
n::.

Sec. 44.19.242. MEMBERSHIP. (@ The commission is composed of

-1- SB 310



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 Ffilled 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.

() 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.

(©) Eight members constitutes a quorum.

(@ 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. (@) The commission shall

(@ recommend goals and priorities for hazard mitigation to
the public and private sectors;

(@ 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 Tfuture
events;

(@ gather, analyze, and disseminate information of general
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interest on hazard mitigation;

() establish and maintain necessary working relationships
with other public and private agencies;

(®) 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

(M review proposed hazard notifications and supporting
information from state agencit evaluate possible socioeconomic
consequences, recommend that the governor issue formal hazard noti-
fications when appropriate, and advise state and local agePcies of
appropriate responses.

(®) The commission me-

(D advise the "Ni<vermor 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;

(@ conduct public hearings;

(3 appoint committees from 1Its membership and appoint
external advisory committees of ex-officio members; and

(@) accept grants, contributions, and appropriations from
public agencies, private foundations, and individuals.

Sec. 44.19.244. DEFINITIONS. In AS 44.19.241 - 44.19.244

(@ ‘'commission™ means the Alaska Natural Hazards Safety
Commission;

(@ ‘'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- SB 310
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persons and property, including identification and evaluation of the
hazards, assessment of the risks, and implementation ofmeasures 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 44.19.241)
— June 30, 1989.

* Sec. 4. Notwithstanding AS 44.19.242 enacted by sec. 2of this Act,
four of the initial members of the Alaska Natural Hazards Safety Commission
shall serve terms of two years and three initial members shall serve terms
offour years.

* Sec. 5. Nothing in thisAct is intended to transfer to the commission
the authorities and responsibilities of other state agencies, boards,

councils, or commissions or of local governments.

SB 310 _4-
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FURTHER: f'FINANCE

5/6/85
Dace
Mr. President
The Committee on STATE AFFAIRS considered® 310

establishing the Alaska Natural Hazards Safety Commission.

and (@a majority of the committee” (the committee) reports
the following recommendations:

do pass
1 do pass with attached amendmentgf)

vf /"replace. with/or adopt CS for Sfe 310 }(Sf\\

Vnew Tithe AT R S

same"title and recommends
and attached a "LETTER OF INTENT" [ 1 NEW
reports it back without recommendation

recommends referral to

it back with

FISCAL NOTE

Committee

EMBERS SIGNING MEMBERS HAVING
DO PASS . OTHER RECOMMENDATIONS
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Mr. President
The Committee on  FINANCE considered EE 3

increasing the bond authorization for airport revenue bonds: efd.

and (a majority of the committee) (the committee) reports it back with
the following recommendations:

] do pass
] do pass with attached amendment(s)
replace with/or adopt CS for 3 /)
J new title
same title and recommends
1 and attached a "LETTER OF INTENT" [ 1] NEW FISCAL NOTE
] reports it back without recommendation
1 recommends referral to Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS
r
/
Chairman

Chairman recommendation
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Introduced: 5/6/85
Referred: Finance

IN THE SENATE BY THE FINANCE COMMITTEE
SENATE BILL NO. 311
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act increasing the bond authorization for airport
revenue bonds; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.15.410 is amended to read:

Sec. 37.15.410. _BOND AUTHORIZATION. For the pjrpose of provid-
ing part orall of the money to be used, with or without any grants or
other money that [WHICH] may become available, the issuance and sale
of revenue bonds of the state in the total principal sum of not to

F/00,$*5-,000
exceedG\&;urytlEft r$62,825 ,00Q] 1is authorized to acquire, equip,
construct”™ and install the additions, iImprovements, extensions™ and
facilities authorized in AS 37.15.510. The principal of and interest
on these bonds shall be paid out of and secured by the gross Revenues
derived by the state from the ownership, lease, use”™ and operation of
the ailrports, and of all the facilities of them and out of any other
revenues ormoney that [WHICH] the state legislature may provide
exclusive of any state tax or license.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.-
10.070(c).-

-1- SB 311



AMENDMENT

To: SB 311 By: Faiks by request of
DOT/PF

Page 1, Line 14
Delete $86,525,000 and

Insert $100,825,000

This change will allow us to accelerate the parking structure
design and construction with the terminal modification in
access to the baggage claim area. This will reduce the con—
gestion to the public during construction as well as accelerate
the parking facility.

This project will allow design and construction of a parking
garage at the Anchorage International Airport; passage-ways
necessary to connect the garage to the terminal; provide
convenient, efficient inteface with the parking garage make
modification to electrical mechanical and structural portions
of the terminal to enhance the ultimate usefulness of the
terminal and the garage, pay all costs related to issuance of
the bonds, establishment of the required reserves; and the cost
of debt service during construction (estimated to take 2
years).

Existing parking supply is inadequate for projected parking
demand. This expansion and remodeling will provide sufficient
parking to accommodate anticipated needs.

AlIl maintenance operation and debt service costs for this
facility will be paid from the International Airport Revenue
Fund. The parking structure will produce revenue and in the
very near term, the receipts from the increased parking spaces
provided should cover the costs.



NOTI;Nsim Dite
O
Ay G B3 Ak S gy e
% e Hr[af o T oA A R
(esgole vg ve e o
N M | I=I ‘| 1: : :]- .

¢
I
FARY
(N
SRS

\‘ ' . !ll
C"‘\“» LA
w'ni a) \ Imh

MYSS Attach a separate page for analy5|s,-
Bi%ed.%‘ Hilt Brker 70/ %}e?:w Aet
Y =
preparing f - note):
g
m)l av Byt




?sc%ﬁ%%alwis
SEIVICE ll%srwi%:eytefa\rshﬁldg Wﬁm 4 co§(36| rl

% riation forl%gé o8 Fﬁﬁi ltmalntem\%a%
ne rp@'?—@%w




SECTIONAL ANALYSIS FOR SB 311

An Act increasing the bond authorization for airport revenue
bonds

Section 1

Under current law, revenue bonds for the International
Airports may not exceed a total amount of $62,825,000. This
bill increases that amount to $86,825,000.

Section 2

Immediate effective date.

There is a proposed amendment offered at the suggestion of
the Department of Transportation which increases the bond
limit to $100,825,000.
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MEMORANDUM State of AglgugliIC(FaaC”mes

Department of Transportation

to: Jay Hogan, Associate Director .. date: May. 4, 1985
Office nf Management and Budget £ |l p4\"4 3 S A hi .4 -
Office of the Governor / .nt fileno: 465-3700 |t [K] ¥4 H vl J-J M »
jro
;TELEPHONEINISD ] il *1985
from: R. J. KnapA\ -~"1A Changes
r "Commissioner X" < ————3UHGET PE\";;,<

V) Ye are requesting certain changes 1in projects for the Anchorage
International Airporu in the Governor®"s budget. These changes
will also require a change in Section 1 of HB 105 which
authorizes additional International Airport Revenue Bonds.

The changes are as follows:

1. Change the project title, "Anchorage International Airport
Main Terminal Renovation Phase I11." To "Anchorage
International Airport Parking Garage and Terminal Access."

2. Increase the project appropria.Cion to $44,000,000 of which $6
million is from the International Airport Revenue Fund, and
$38,000,000 is from the International Airport Construction
Fund.

3. Increase the bond authorization in Section 1 of CSHB 105
(Finance) from $86,525,000 to $100,825,000.

4. Delete the separate project titled Parking Garage Design.

These changes will allow us to accelerate the parking structure
design and construction with the terminal modification in access

to the baggage claim area. This will reduce the congestion to the
public during construction as well as accelerate the parking
facility.

This project will allow design and construction of a parking
garage at the Anchorage International Airport; passage-ways
necessary to connect the garage to the terminal; provide
convenient, efficent interface with the parking garage make
modification to electrical mechanical and structural portions of
the terminal to enhance the ultimate usefulness of the terminal
and the garage, pay all costs related to issuance of the bonds,
establishment of the required reserves; and the cost of debt
service during construction (estimated to take 2 years).

Existing parking supply is inadequate for projected parking
demand. This expansion and remodeling will provide sufficient
parking to accomodate anticipated needs.

AIl maintenance operation and debt service costs for this
facility will be paid from the International Airport Revenue
Fund. The parking structure will produce revenue and in the very
near term, the receipts from the increased parking spaces
provided should cover the costs.



ANCHORAGE INTERNATIONAL AIRPORT

TERMINAL EXPANSION PHASE 11

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.

3ii
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8§37.15.410 Alaska Statutes §37.15.420

Article 3. International Airports Revenue Bonds,

Section Section
410. Bond authorization 490. Bond negotiability
420. Construction fund 500. Airport ='h'rges
430. Revenue fund 510. State improvements to airports
440. Redemption fund 520. Refunding
450. Bond terms 530. Bonds as legal investments
460. Bond resolution 540. Statutory construction
470. Enforcement by holder 550. Definitions
480. Amounts required for payments
Legislative history reports. — For

report on ch. 149, SLA 1972 (CSHB 531),
see 1972 House Journal, p. 1233.

Sec. 37.15.410. Bond authorization. For the purpose of providing
part or all ofthe money to be used, with or without any grants or other
money which may become available., the issuance and sale of revenue
bonds of the state in the total principal sum of not to exceed
$62,825,000 is authorized to acquire, equip, construct and install the
additions, improvements, extensions and facilities authorized in AS
37.15.510. The principal ofand interest on these bonds shall be paid out
of and secured by the gross revenues derived by the state from the
ownership, lease, use aind operation of the airports, and of all the
facilities of them and out of any other revenues or money which the
state legislature may provide exclusive ofany state tax or license. (§ 1
ch 149 SLA 1972;am § 1ch 66 SLA 1974;am § 1ch 68 SLA 1979; am
§ 1ch 11 SLA 1982; am § 1ch 25 SLA 1983)

Effect of amendments. — The 1979
amendment substituted "$43,325,000” for
"$34,825,000” in the first sentence.

The 1982 amendment, substituted

"$62,825,000" in the
first sentence.
Editor’s noies. — See ch. 69, SLA 1979

in Temporary and_ Special Acts and

for "$34,825,000”

"$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.

Sec. 37.15.420. Construction fund, (a) There is a special fund of
the state known as the "International Airports Construction Fund,”
into which shall be paid the proceeds ofthe sale ofthe bonds (exceptany
accrued interest paid on them, which shall be paid into the bond
redemption fund) and any grant or other money which is legally pro-
vided for the same purposes for which the bonds are authorized. The
money in the construction fund shall be used to pay the costs ofacquir-
ing, equipping, constructing and installing additions and improve-
ments to and extensions of and facilities for the airports and costs
incidental thereto, including costs of the authorization, issuance and

74



§37.15.440

(b)
such manner as the committee may determine. The interest earned
upon or any profits derived from the sale of this investment shall be
deposited in and become a part of the revenue fund. (8 1ch 149 SLA

Alaska Statutes 837.15.450

The investment of money in the revenue fund may be made i

1972)

Opinions of Attorney General. —
This fund does not represent an
unconstitutional dedication of public funds
under § 7, art. IX, of the state constitu-
tion, as that section ofthe constitution con-
tains an implied exception 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 itcontinues
to generate revenues for that purpose.
November 30, 1982, Op. Att'y Gen.

derived from bond issues and for revenue

Sec. 37.15.440. Redemption fund. There isanother special fund of
the state, known as the "International Airports Revenue Bond
Redemption Fund,” which is a trust fund for paying and securing the
payment of the principal of and interest and redemption premium, if
any, on the bonds and which shall be atall times completely segregated
and setapart from all other funds ofthe state. The committee, on behalf
of the state, shall obligate and bind the state to set aside and pay into
the bond redemption fund any part or parts of, or all of, or a fixed
proportion of, or a fixed amount of the money in the revenue fund
sufficientto pay the principal ofand interest and redemption premium,
ifany, on the bonds as the payments become due and, if it consider:! it
necessary, to set aside and maintain reserves for this purpose. The
bond redemption fund shall be drawn upon for the purpose of payiing
the principal of and interest and redemption premium, if any, on tihe
bonds, and the bonds do not constitute a general obligation ofthe sta;te.
(8 1ch 149 SLA 1972)

derived from facilities constructed with
bond proceeds, at least to the extent thei: it

Opinions of Attorney General. —
This fund does not represent an

unconstitutional dedication of public funds
under 5 7, art. IX, of the state constitu-
tion, as that section of the constitution con-
tains an implied exception for revenue

is necessary to satisfy the debt obligution
or maintain the facility so that it continues
to generate revenues for that purpcse.
November 30, 1982, Op. Att'y Gen.

derived from bond issues and for revenue

Sec. 37.15.450. Bond terms, (a) The bonds shall be sold in sui:h
amounts or series and at such time or times as determined by tiic
committee. Before selling a series of bonds, the committee shall give
notice inviting sealed bids in such manner as it may prescribe. If
satisfactory bids are received, the bonds offered for sale shall lie
awarded to the highest responsible bidder. Ifthe committee determin its
that the bids received are not satisfactory as to price or responsibility
ofthe bidders, it may reject all bids received. The bonds, or each series
of them, shall be sold at such a price so that the effective interest rate
over the life of the bonds does not exceed 11 percent per year or tiuit
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the bonds, with due regard, however, to necessary or normal costs of
maintenance and operation, renewals and replacements ofand repairs
to the airports and to all improvements to them and facilities of them
owned, used, operated or leased in connection with them, the future
growth and expansion ofthe airports and all ofsuch facilities, and the
possibility ofadditional revenue bond financing for airports purposes.
Any such decisions ofthe committee, as expressed in any bond resolu-
tion, are final and conclusive when any bonds have been issued pur-
suant to the bond resolution.

(e) A bond resolution may provide that the bonds issued shall con-
tain arecital thatthey are issued under AS 37.15.410 — 37.15.550, and
any such bonds containing this recital shall be conclusively considered
to be valid and to have been issued in conformity with AS 37.15.410 —
37.15.550.

(f) The validity of the authorization and issuance of bonds is not
affected by any proceedings for the acquisition or construction of the
additions, improvements, extensions or facilities for which the bonds
have been issued or by any contracts in connection with the acquisition
or construction. (§ 1ch 149 SLA 1972;am 8§ 1,2 ch 19 SLA 1973;am
§ 4 ch 85 SLA 1980; am § 5ch 110 SLA 1982)

Revisor’'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 of 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 Effect of amendments. — 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 of 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 of the Act putting these pro-  next-to-last sentence of subsection (a),
visions in the Alaska Statutes, rather than

Sec. 37.15.460. Bond resolution. The committee is authorized and
directed to adopt the bond resolution and prepare all o her documents
and proceedings necessary for the issuance, sale and delivery of the
bonds or any part or series of them. The bond resolution shall fix the
principal amount, denomination, date, maturities, place or places of
payment, rights of redemption, if any, terms, form, conditions and
covenants ofthe bonds or each series ofthem. The committee shall also
determine and provide forthe date and manner ofsale ofthe bonds, and
shall provide whether the notice ofsale is to be published elsewhere in
addition to the publication required by AS 37.15.450. (S 1ch 149 SLA
1972)

78
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delivery of such bonds. All provisions of AS 37.15.410 — 37.15.550
applicable to revenue bonds are applicable to the refunding bonds and
to the issuance, sale or exchange ofthem, exceDt as otherwise provided
in this section.

(¢)  Refunding bonds may be issued in a principal amount sufficient
to provide funds for the payment of all bonds to be refunded by them,
and, in addition, forthe payment ofall expensesincidentto the calling,
retiring or paying of the outstanding bonds, and the issuance of the
refunding bonds. These expenses include the difference in amount be-
tween the par value ofthe refunding bonds and any amount less than
par for which the refunding bonds are sold, any amount necessary to
be made available forthe paymentofinterestupon the refunding bonds
from the date of sale ofthem to the date of payment of the bonds to be
refunded or to the date upon which the bonds to be refunded will be
paid pursuant to the call of them or agreement with the holders of
them, and the premium, if any, necessary to be paid in order to call or
retire the outstanding bonds and the interest accruing on them to the
date of the call or retirement. (8 1 ch 149 SLA 1972)

Collateral references. — Funding or Power of governmental unit to issue
refunding obligations as subject to condi-  bonds as implying power to refund them, 1
tions respecting limitation of indebtedness  ALR2d 134.
or approval by voters, 97 ALR 442.

Sec. 37.15.530. Bonds as legal investments. The bonds are legal
investments for all bank's, trust companies, savings banks, savings and
loan associations and other persons carrying on a banking business, all
insurance companies and other persons carrying on an insurance busi-
ness, and all executors, administrators, trustees and other fiduciaries.
The bonds may be accepted as security for deposits of all funds of the
state and its political subdivisions. (§ 1 ch 149 SLA 1972)

Sec. 37.15.540. Statutory construction. AS 37.15.410 —
37.15.550 shall be liberally construed in orderto carry out the purposes
for which they were enacted, and all existing laws in conflict with any
ofthese sections are superseded insofar as necessary to accomplish the
purposes ofand carry out the provisions of these sections. (§ 1 ch 149
SLA 1972)

Sec. 37.15.550. Definitions. As used in AS 37.15.410 — 37.15.550,
unless the context otherwise requires:

(1) "airports” means the international airports owned and operated
by the state and located at or near the cities of Anchorage and
Fairbanks;

(2) "bond redemption fund” means the International Airports Reve-
nue Bond Redemption Fund created by AS 37.15.440, including any
accounts which are created in that fund after June 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 Actentitled: "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] 1is 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 0l.-

23 10.070(C).

-1- SB 311



