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D EP A R T M E N T  OF NATURAL RESO URCES

January 11, 1984

Mr. Paul Mullenix 
City Manager 

City of Whiltier 

P.O. Box 608 

Whittier, Alaska 99693

Dear Mr. Mullenix:

I appreciated your visit in November with Mr. Wheelright, Ms. Brown,

Mr. Wootten, and Mr. Wardlow to discuBS the possible conveyance of State 

lands tt' the City of Whittier. I have reviewed some of the issues and 

am able now to respond to your inquiries.

The City of Whittier, as you know, has no municipal entitlement, ani I 

do not see any way that the City can become eligible for entitlement 

lands without ma;]or legislative action. Therefore, the options 

available include State land offerings in the Whittier area and public 

purpose conveyances of lands to the City for retention. If the City is 
able to pay for survey cost3, the City could conduct an offering of 

State lands similar to the one at McGrath as we discussed.

The four proposed State land offerings in and near Whittier would expand 

Whittier's available land base for private ownership, and the State is 

willing to consider other nominations for State offerings. However, if 

the City proposes conducting the offerings itself, it will be necessary 

for you to &eek funding for associated costs from the Legislature.

I suggest that you maintain your contacts with the staff of the Division 

of Land and Water Management, Southcentral District Office. Please 

contact me if there is anything further I can do.

Sincerely,

Esther C. Wunnicke 
Commissioner

cc: Tom Hawkins, Director,

Division of Land and Water Management

OOOLH
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December 13, 1383

Ms. Margaret J. Hayes, District Manager 

Alaska Department of Natural Resources 

Division of Land Management 

3601 C Street., Touch 7-005 

Anchorage, Alaska 99510

Dear Ms. Hayes,

As you may or may not be aware, I have, as Co-Chairman of the House 

Resources Committee, been a constant and outspoken critic o f  Alaska's 

Land Disposal efforts. As a rural legislator, 1 have seen lands opened 

and ultimately placed in the hands of people from far outside the area 

in which the lands are located. This creates a multitude o f p r o b l c m s  

for the local community, including a lack of planning ability*due to the 

fact that much of this l3nd is acquired for speculation. Additionally, 

those lands which are occupied put strong demands on local resources for 

the provision of services such as roads and power.

The City of Whittier is unique to all of Alaska. Whittier has 

vir t u a l l y  NO LAND BASE and what li’ile land they do have has already 

been developed or is in the hands o f  the State, the U.S. A r m y  or the 

Department of Tran s p o r t a t i o n  (for the Alaska Railroad). Even if the 

State we r e  to acquire the railroad, this would have little effect on 

W h i t t e r’s ability to d e t e r m i n e  ti.Mr.pwn destiny.

I S T RONGLY support Whittier's re'quest to have all lands within the 

Whittier Subdivision and all remaining lands in Shotgun Cove transferred 

to City ownership. A municipal land disposal program would be in the 

best interests of all concerned, including the State, as it would allow 

for zoning, road development, power, etc.

Please feel free to contact me should you have questions concerning 

my  position on Land Disposals; in general, or concerning Whittier in 

particular.

Sincerely

DICK SHULTZ 

District 17

DS/bh:A23

cc: 1.) Esther Wunnicke, Commissioner

Dept, of Natural Resources
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M c G r a t h  Ar e a

The Di v is i on  of M u n i c i p a l  and R e g i o n a l  A s s i s t a n c e  has be en  
w o r ki ng  with the C i t y  of M c G r a t h  and other c o m m u n i t i e s  along 
the Upper K u s k o k w i m  in r e s p o n s e  to their c o n c e r n  about 
c o o r d i n a t i n g  on  is su es of m u t u a l  interest. Wit.j them, we are 
in the ear ly s t a g e s  of. d e v e l o p i n g  a regi onal s t r a t e g y  /or the 
ar ea w hi c h w o u l d  address, am o ng  ot her things, land di sp os a ls  
a n d  other land m a n a g e m e n t  d e c i s i o n s .  As the p r o j e c t  be co me s 
f u l l y’operatio n al ,  the s t r a t e g y  eff ort may p r o v i d e  an 
o p p o r t u n i t y  for D NR  to o b t a i n  a d d i t i o n a l  input on the disposal 
areas and to b e n e f i t  fr o m  a m o r e  c o o r d i n a t e d  re g io n al  response 
w it h  respect to S t a t e  lands and re so ur ce m a n a g e m e n t  decisions. 
Th is  w o u l d  s e e m  e s p e c i a l l y  true if D NR  i n itiate s an Upper 
K u s k o k w i m  Basin. P l a n  in FY 84-85.

4 *

R e g a r d l e s s  of the p r o g r e s s  of th is p l a n n i n g  effort, we would 
like to st re ss  the i m p o r t a n c e  of p u b l i c  h e a r i n g s  to revie w 
d i s p o s a l  pr ojects.  A l t h o u g h  t he re has been c o n s i d e r a b l e  
in terest in S t a t e  land d i s p o s a l s  in McGrat h,  t h e r e  have also 
been  a number of c o n c e r n s  e x p r e s s e d  t h ro u g h o u t  the area. There 
s ho ul d  be a m p l e  o p p o r t u n i t y  for local input.

W h i t t i e r  Area

For the pa s t year,  the D i v is i on  has bee n w o r k i n g  w i t h  the City 
of W h i tt ie r  to d e v e l o p  a c o m p r e h e n s i v e  plan. D e v e l o p m e n t  of 
the pl a n has i n v o l v e d  frequent, d i s c u s s i o n s  on f u t u r e  land use 
w it h  the W h i t t i e r  P l a n n i n g  C o m m i s s i o n ,  City  a d m i n i s t r a t i o n  and 
local resid en ts. The plan, p r o j e c t e d  to be s u b m i t u a d  to the 
W h i t t i e r  City C o u n c i l  for a d o p t i o n  by October, 1983, will 
p r o vi de  d i r e c t i o n  on f u t u r e  la n d use. The c o m m e n t s  of fe red 
b e l o w  only r e fl ec t  p o l i c i e s  i d e n t i f i e d  in the d r a f t 
c o m p r e h e n s i v e  p l a n  and c o n c e r n s  e x p r e s s e d  by W h i t t i e r  resident s 
dur ing d e v e l o p m e n t  of the plan. The c o mm e n t s  do not reflect 
formal action t a ke n by  the C i t y  Council.

Al l lands w i t h i n  the p r o p o s e d  W h i t t i e r  S u b d i v i s i o n  disposal and 
the maj o r it y of and p o t e n t i a l l y  all land w i t h i n  the Sh ot gu n 
C o v e  d is posal are w i t h i n  W h i t t i e r ' s  m u n i c i p a l  bound ar i es .  The 
P o e  Bay d i s p o s a l  is a p p r o x i m a t e l y  3 1/2 - 4 m il e s east of 
W h i t t i e r ' s  m u n i c i p a l  b o un d ar ie s . A l t h o u g h  the C i t y  is 
c o n c e r n e d  with p o t e n t i a l  s e r v i c e  d e l i v e r y  and s e c o n d a r y  impacts 
on  the C it y f r o m  the P o e  Bay d i s p os a l,  the m a j o r i t y  of concern  
is focuse d on the W h i t t i e r  S u b d i v i s i o n  and S h ot gu n  Cove 
disposals.

W it h  the e x c e p t i o n  of lands in the S h o tg u n Cove and S e c t io n  18 
ar eas ( a p p r ox i ma te l y 500 acres) that have be e n  s e l e c t e d  by 
Ch u ga c h R e g i o n a l  N a t i v e  Cor p o ra ti o n,  lands i d e n t i f i e d  by DNR
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for d i s p o s a l  c o m p r i s e  v i r t u a l l y  all r e m a i n i n g  lands w i th in  
W h i t t i e r ' s  m u n i c i p a l  b o u n d a r i e s  that ar e s u i t a b l e  for 
r e s id en t ia l  d e v e l o p m e n t .  As such/ the C i t y  is ver y c o n c er n ed 
that m a x i m u m  b e n e f i c i a l  u s e  of this l i m i t e d  land b a s e  o c c ur s  to 
enab le  d e s i r e d  c o m m u n i t y  expansion. The D i v i s i o n  r e co m m e n d s  
that the f o l l o w i n g  i s s u e s / a c t i o n s  r e c e i v e  c o n s i d e r a t i o n  for a n y  
land d i s p o s a l s  w i t h i n  W h i t t i e r ' s  m u n i c i p a l  boun daries.

As indicated, W h i t t i e r  h a s  an e x t r e m e l y  l i m i t e d  land b a s e  to 
enable future c o m m u n i t y  growth. With the e x c e p t i o n  of se ve r al  
small tracts of land (less than 15 acres), all a v a i l a b l e  lands 
in the W h i t t i e r  core a r e a  ha v e bee n d e v e l o p e d  or are under the 
r es tr ictive o w n e r s h i p  of the Alask a Railro ad . In addition, the 
m a j o r i t y  of land w i t h i n  W h i t t i e r ' s  b o u n d a r i e s  is u n s u i t a b l e  for 
d e v e lo p me nt  b e c a u s e  of e x t r e m e l y  st ee p slopes, poo r soils, poor 
drainage, and g l a c i a t i o n .  T h e s e  c o n d i t i o n s  u n d e r s c o r e  the need 
for the Ci t y to ha v e  m a x i m u m  p o s s i b l e  c o n t r o l  over the 
remaining land b a s e  to p r o v i d e  avenues  for futu re  growth.

To assi st  in a c c o m p l i s h i n g  this goal, we u n d e r s t a n d  the City 
intends to request that the Sta te  t ra nsfer o w n e r s h i p  of lands 
w it h in  the W h i t ti er  S u b d i v i s i o n  and S h o t g u n  Cove d i s p o s a l s  to 
the City. If this t r a n s f e r  we r e  to oc-vur, the 'City would be 
able to es» ablish a m u n i c i p a l  land d i s p o s a l  p r o g r a m  to g u i d e  
dis posal of these lands. T h r o ug h o w n e r s h i p  of these lands, the 
City  could be st  d e t e r m i n e  timing, size and natu re  of the land 
d i sp o sa l s and w ou ld  be a b l e  to use r e v e n u e s  g e n e r a t e d  through 
mu ni ci pa l land d i s p o s a l s  to h e l p  offset f u t u r e  c os ts of 
pr ov id in g m u n i c i p a l  s e r v i c e s  to these areas, e.g., road 
ma intena nc e,  u t i l i t i e s  a n d  fire pro te ct ion.

W hi tt ie r is very c o n c e r n e d  wi th  the p o t e n t i a l  future costs to 
the City for p r o v i d i n g  m u n i c i p a l  s e r vi ce s  to these areas, and 
is p a r t i c u l a r l y  c o n c e r n e d  that of fe ri ng v i r t u a l l y  all 
de ve l op ab l e lands t h r o u g h  these two s i m u l t a n e o u s  d i s p o s a l s  will 
s everel y r e st r i c t  the C i t y ' s  abil i ty  to a c c o m m o d a t e  future 
growth. The timing of t h e s e  two d i s p o s a l s  m a y  e n c o u r a g e  
s pe c ul a t i v e  and s e a s o n a l  re c re a t i o n a l  d ev e lo p m e n t ,  as current 
housing, c o m m u n i t y  d e v e l o p m e n t ,  and e c o n o m i c  gro wt h d e m an d s m ay  
not require d i s p os al  of this amount of a c r e a g e  in 1986 to
ac co m mo da t e e x i s t i n g  needs . The City ' s go al is to e s t a b l i s h
single fami ly  y e a r - r o u n d  resi d en t ia l  d e v e l o p m e n t  as the p r i m a r y  
use for these areas, and W h i t t i e r  is not su re  this i nt erest 
will be a c c o m m o d a t e d  by the p r o p o se d  d is posals.

The on ly  lands ow ne d by the Ci t y wer e o b t a i n e d  th ro ugh
m un i ci pa l p u r c h a s e  of G S A  e x c es s  p r o p e r t y  wh en  the U.S. Army 
te rminated its i n t e r e s t s  in the Wh it t ie r  area. The City 
co nd uc te d a m u n i c i pa l b o n d , s a l e  to g e n e r a t e  s u f f i c i e n t  r e ve nu es 
to p u r ch a se  these la nd s in the Wh it tier core. In the

__
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m i d - 1 9 7 0 ' s ,  the C i t y  a n n e x e d  lands east of the core (including 
the m a j o r i t y  of land w i t h i n  these two d i s p o s a l s )  in an attempt 
to p r o v i d e  mo re  la nd s for c o m m u n i t y  gr ow t h . However, the City 
d id  not r e b ei ve  a m u n i c i p a l  e n t i t l e m e n t  of lands in conju nc t io n  
w i t h  this a n n e x a t i o n  and to date, has r e c e i v e d  no m un i ci pa l 
e n t i t l e m e n t s  from  the State. The o n l y  lands p r o j e c t e d  to be 
t r a n s f e r r e d  fr om  the S.tate to the m u n i c i p a l i t y  are 
a p p r o x i m a t e l y  100- a cr e s in the S h o t g u n  C o v e  are a and these 
l a n d s ' c o n t a i n  a c o v e n a n t  r e st ri c t i n g  use of p u b l i c  services 
r e l a t e d  to the p r o p o s e d  Sh ot gu n Cove s m a l l  b o a t  harbor. In 
ad di tion, W h i t t i e r  does not ha ve  a N a t i v e  v i l l a g e  co r po ra tion  
in its area. If a v i l l a g e  c o r p o r a t i o n  w e r e  in Whittier, 
14 (c)(3) p r o v i s i o n s  of A N C S A  woul d m a n d a t e  tran sf er  of a 
m a x i m u m  of 1,280 a c r e s  to the m u n i c i p a l i t y .  In short, Whit tier 
h as  n ev er  re ce i ve d  any land e n t i t l e m e n t s  and has v i r t ua l ly  no 
l an ds  a v a i l a b l e  to it to e n c o u r a g e  or a c c o m m o d a t e  c o m m u n i t y  
ex pansio n.

As a secon d o v e r a l l  con cern, the D i v i s i o n  s u p p o r t s  use of the 
a d o p t e d  W h i t t i e r  Comprehe: sive Plan, L a n d  Use Plan, and Zoning 
O r d i n a n c e  as g u i d e s  for land d i s o o s a l s  in the W h i t t i e r  
S u b d i v i s i o n  and S h o t g u n  Cove areas, w h e t h e r  or not the land is 
t r a n s f e r r e d  to the City. At present, th es e areas are'* » 
d e s i g n a t e d  as R-l and R-2 zones. The R-l zo ne  a llow s single 
f a m i l y  homos on 3-acr e m i n i m u m  size lots. The R-2 zone allows 
s i n g l e  fam il y h o m e s  on 1 1/2 acre m i n i m u m  si z e  lots or cluster 
d e v e l o p m e n t  of two h om es  on 2 acre m i n i m u m  siz e lots. The City 
r e c o g n i z e s  that h i g h er  d e n s i t y  may be n e c e s s a r y  in the future, 
but pre.ters this d e n s i t y  at present. C o n c e r n s  with densi ty  are 
b es t  a d d r e s s e d  at the local level. T h e  D i v i s i o n  requests that 
D NR  re c og n iz e the a p p l i c a b i l i t y  of C i t y  p l a n s  and or din a nc e s on 
la nd  use and d e n s i t y  w i t h i n  the m u n i c i p a l  b o un d a r i e s .

T he  W h i t ti er  C o m p r e h e n s i v e  Plan draft has al s o  ide ntified  the 
d e s i r a b i l i t y  of a l a n d w a r d  buffer zone a m i n i m u m  of 50 feet in 
w i dt h  f r o m  the m e a n  high water level. T h i s  buffer zone would 
e n a b l e  p u b l i c  a c c e s s  to the c o a s t l i n e  in all areas. The 
D i v i s i o n  req uests this C i t y  draft p o l i c y  re ce i ve  c o n s i de ra t io n 
in D NR 's  d i s po s al  plans.

C o n s i d e r a t i o n  s h o u l d  al so  be given to s c h e d u l i n g  the Whi ttier 
S u b d i v i s i o n  d i s p o s a l  b e f o r e  the S h o t g u n  C o v e  disposal. Access 
to mu ch  of the W h i t t i e r  S u b d i v i s i o n  d i s p o s a l  is a v a i la b le  at 
p r e s e n t  via  the u n c o m p l e t e d  Sh ot g un  C o v e  road and would 
f a c i l i t a t e  its d e v e l o p m e n t  as a r e s i d e n t i a l  area. Access to 
the S h o t g u n  Cove d i s p o s a l  area at p r e se n t is p o s s i b l e  only by 
boat, al t ho u g h’ road a c c e s s  may .be p o s s i b l e  in the future with 
c o n s t r u c t i o n  of the S h o t gu n  Cove road. T i m i n g  of the Shotgun 
C o v e  di s po sa l  should be c o o r d i n a t e d  w i t h  c o m p l e t i o n  of the 
p r o p o s e d  Shotgun  Co ve  sm al l boat h a r bo r  a nd  road pro]ects.
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In summary, the D i v i s i o n  r e q u e s t s  that the f o l l o w i n g  
c o n s i d e r a t i o n  in r e l a t i o n  to the Wh it tier S u b d i v i s i o n  
S h o t g u n  Co ve p r o p o s a l s :

T r a n s f e r  to o w n e r s h i p  of the Ci t y of W h i t t i e r  *.
Applicable, z o n i n g  a n d  p l a n n i n g  po we rs  of the Ci t y  
W h i t t i e r

. . .  i.1
A la nd ward b u f f e r  zo ne a minimu... of 50 feet in wi dth from 
the m e a n  h i g h  w a t e r  level

The W h i t t i e r  S u b d i v i s i o n  d i s po s al  occur p ri o r to the 
Shot g un  C o v e  d i s p o s a l  and bo t h  be c o o r d i n a t e d  wi t h the 
S h o t gu n  C o v e  roa d and h ar b or  project s

A r e q u i r e m e n t  for low d e n s i t y  y e a r - r o u n d  r e s i d e n t i a l  use

T h e  impact on m u n i c i p a l  se r vi c es

The D e pa r t m e n t  h as  m i n i m a l  c o m m e n t s  on the Poe Bay disposal. 
Major conc er n s are p o t e n t i a l  s e rv i ce  de l iv er y  and s e c o n d a r y  
im pa ct s on W h i t t i e r  and p o t e n t i a l  c o n f l i c t s  w i t h  h i g h  1 
re cr e a ti o na l use of this area.

We a p p r e c i a t e  the o p p o r t u n i t y  to co mme nt and w o u l d  request some 
in di ca ti on  by p h o n e  or l e tt er  as to your t h o u g h t s  on the views 
p r e s e n t e d  here. W e  look fo rw ard to c o o r d i n a t i n g  with you in 
the near future.

N el d a W a r k e n t i n
A c t i n 9 Pl a n ni n g S u p e r v i s o r

cc: ^ D e p a r t m e n t  of N a t u r a l  R e s o u r c e s

Linda Freed, C o m m u n i t y  P l a n n i n g  D ep a rt m en t 
Kodiak I sl an d  B o r o u g h

Paul H o l l i n e x ,  C i t y  M a n a g e r  
City of W h i t t i e r

r e c e i v e
and

Of
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IN T H E  H O U S E  BY CATO

H O U S E  B I L L  NO.

IN T H E  L E G I S L A T U R E  O F  T H E  ST AT E  OF  ALASKA,

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

A  B I L L  |

F o r  an Act entitl ed : "An A c t  r e l a t i n g  to a gr an t of state land to the City

of W h i t t i e r ."

BE  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  ALASKA#
** f in d in g

* S e ct i on  1. S T A T E M E N T  'JF- L E G I S L A T I V E  I N S B H f r  It is the iTrtent «. f the
the C ity o f W h itt ie r is  un ique ly 

l e g i s l a t u r e  in e n a c t i n g  sec. 2 of this A c t  that a- -reere--eq^>fceb4-e-Ae«d--be-se 
la c k in g  in  the a v a i la b i l i t y  o f p r iva te  lands . The le g is la tu re  seeks to correct th is  

be---est«-b\bis-h-ed— £ e*w-tIie--Gity-«f---Whit^£er--bt?v-ond--i-t-3---p-res-errfe— 15— a-c-res— o f  
s itu a t io n  by p ro v id in g  a grant o f land^ to the C ity o f W h itt ie r  that the state teseff- 

p r iv s ^ e ly - w n - e d - p r o p e r t y . had planned to o ffe r  fo r  p riva te  ownership.

* Sec. 2. (a) The c o m m i s s i o n e r ' o f  n a t u r a l  re s o ur ce s  shall g ra nt  600

a c r e c  of state land to the C i t y  of  W h i t t i e r .  The gr an t shall in cl u de  no

less than 400 a cr e s of s t at e  land f r o m  S h o t g u n  Cove and no  less than 200

a c r e s  f r o m  the W h i t t i e r  S u b d i v i s i o n .

(b) As u s e d  in (a) of this sec ti on ,

(1) " S h o t g u n  C o v e "  m e a n s  land w i t h i n  sec ti on s 11, 14, 15, and

16, T o w n s h i p  8 Nor th , R a ng e  5 East, S e w a r d  Me r id ia n;

(2) " W h i t t i e r " S u b d i v i s i o n "  m e a n s  1 <nd w i t h i n  s ec ti ons 8, 9, ai.d 

18, T o w n s h i p  8 North, R a ng e 5 East, S e w a r d  Meridian.

/ \ j $&&* **•
(c) Any land conve/yed >y th is  Jjjcanf and not so ld by the C ity o f W h it t ie r , except^-ftf? 

landp reta ined by the C ity fo r c r i t ic ia l  p ub lic  purposes (in a sa le  area^ s h a ll revert to 

the State 10 years a fte r the enactment o f th is  Act. I f  the C ity has d i l ig e n t ly  prepared 

-f-or-th^-even-ttfal safe of- the la n d , the commissioner may extend th is  dead line .

(d) Aj// sa le^ o f land coweyed-by i f c -g rant s h a ll be subject to pub lic  notice and 

by a competitive method.

-1-
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IN T H E  H O U S E  BY  CATO

H O U S E  B I L L  NO.

IN T H E  L E G I S L A T U R E  O F  T H E  STAT E OF  A L A S K A  

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

A  B I L L

F o r  an Act en ti tled: "An A c t  r e l a t i n g  to a gr a nt  of state land to the City

of W h i t t i e r . "

BE  IT E N A C T E D  BY T HE L E G I S L A T U R E  O F  T H E  S TA T E OF ALASKA:
. * , *■ findi-ng

* Sect i on  1. S T A T E M E N T  O F  L E G I S L A T I V E  INTENT. It is the i n t e n t  of the
the City of Whittier is uniquely 

l e g i s l a t u r e  i n  e n a c t i n g  s e c .  2 o f  t h i s  A c t  t h a t  a--reer-e--equ-2rtahl.-e---l-end--l>a-se 

lacking in the availability of private lands. The legislature seeks to correct this 

be---e-st-ab-lis-he-d— feru-t-he--Gity—  «£-■1 -b-ey-onti--i-ts— pre-seirfc—  15--a-cres— o f  
situation by providing a grant of lands to the City of Whittier that the state itself 

prit'Trt-ely-own-e-d-p-roper-t^'. had planned to offer for private ownership.

* Sec. 2. (a) The c o m m i s s i o n e r  of n a t u r a l  r e so ur ces shall g r a n t  6 0 0

a c r e s  of state land to the C i t y  o f  W h i t t i er .  The grant shall i n cl u de  no

less than 4 0 0  a cr es  of stat e l a n d  fro m S h o t g u n  Cove and n o  less than 2 0 0

a cr es  f r om  the W h i t t i e r  S u b d i v i s i o n .

(b) As u s e d  in (a) of this section ,

(1) " S h o t g u n  C o v e "  m e a n s  lan d w i t h i n  sections 11, 14, 15, and

16, T o w n s h i p  8 North, Ra n ge  5 East, S e w a r d  Meridian;

(2) " W h i t t i e r " S u b d i v i s i o n "  m e a n s  land w i t h i n  s e c ti o ns  8, 9, and 

18, T o w n s h i p  8 North, R a n g e  5 East, S ew a rd  Meridian.

(c) Any land convenyed by this grant and not sold by the City of Whittier, except for 

lands retained by the City for criticial public purposes in a sale area, shall revert to 

the State 10 years after the enactment of this Act. If the City has diligently prepared 

for the eventual sale of the land, the commissioner may extend this deadline.

(d) Any sales of land conveyed by this grant shall be subject to public notice and 

by a competitive method.

-1-



7  C I T Y  O F  W H I T T I E R

R E S O L U T I O N  NO. 1 - 1 9 - 8 4

A  R e s o l u t i o n  r e q u e s t i n g  t h e  S t a t e  L e g i s l a t u r e  
a c t  t o  c o n v e y  c e r t a i n  l a n d s  t o  t h e  C i t y  o f  
W h i t t i e r .  • .• .  -

■ ; ' ’ ' • -  ■ ■■ / > ' •  ’ .

W H E R E A S :  W h i t t i e r  h a s  a n  e x t r e m e l y  l i m i t e d  l a n d  b a s e  t o  e n a b l e
» f u t u r e  c o m m u n i t y * g r o w t h , { w i t h  e x c e p t i o n  o f  several,

s m a l l  t r a c t s  o f  l a n d  l e s s  t h a n  f i f t e e n  a c r e s ) . A l l  
a v a i l a b l e  l a n d s  h a v e  b e e n  d e v e l o p e d  o r  a r e  in t h e  h a n d s  
a n d  r e s t r i c t i v e  o w n e r s h i p  o f  t h e  A l a s k a  R a i l r o a d  o r  

U.S. A r m y ,  a n d  *

W H E R E A S : T h e  C i t y  n e e o s  t o  h a v e  m a x i m u m  p o s s i b l e  c o n t r o l  o v e r  the
r e m a i n i n g  d e v e l o p a b l e  l a n d  t o  p r o v i d e  a n y  g r o w t h ,  a n d

-U -»:&vJrlr" \* i. *. . • .V •. i  . ' . - •

K H E R E A S :  T h e  S t a t e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  is p l a n n i n g  a
_ l a n d  d i s p o s a l  o f  t w o  t r a c t s  o f  l a n d ,  ( t h e  o n l y  d e v e l o p­

a b l e  l a n d s  w i t h i n  t h e  C i t y  l i m i t s )  in a m a n n e r  t h a t  
w o u l d  t a k e  t h e  o n l y  r e m a i n i n g  l a n d s  a n d  p u t  t h a t  l a n d  in 

• . t h e  h a n d s  o f ' s p e c u l a t o r s ,  and- * ,* *. -? _ * * * * *, I I ; J • • .» . •
j ■ ■ . * « • j* V  ? V  , .*

W H E R E A S :  ^ T h e  C i t y  h a s  a M a s t e r  P l a n  f o r  a P l a n n e d  C o m m u n i t ] "  In  
t h e  a r e a s  o f  t h e * p r o p o s e d  l a n d  d i s p o s a l ,  • ’ *

' it  > . ■ J  > •  - ;• . - . . . . . .

NOW T H E R E F O R E  B E  I T  R E S O L V E D  t h a t  t h e  S t a t e  l e g i s l a t u r e  a c t  t o
t r a n s f e r  t h £ s e  l a n d s  t o  t h e  C i t y  o f  W h i t t i e r  t o  d e v e l o p  
i n t o  a P l a n n e d  C o m m u n i t y  t o  e n h a n c e  t h e  H a r b o r  a r e a s  
a n d  t h e  b e a u t i f u l  G a t e w a y  t o  P r i n c e  W i l l i a m  S o u n d .

P A S S E D  A N D  A P P R O V E D  b y  a d u l y  c o n s t i t u t e d  q u o r u m  o f  t h e  C i t y  
C o u n c i l  o f  W h i t t i e r ,  A l a s k a  t h i s  /  d a y  o f

-  ' 1984 • * :- V  ‘ " • . . .

T



I F  M

D EP A R T M EN T  OF NATURAL RESOURCES
O F F IC E  OF TH E  . ‘ j 'V 'R  •

RECEIVED JAN t 9 1984
BILL SHEFFIELD, GOVERNOR

POUCHU
JUNEAU, ALASKA 90611 
PHONE: 907-4*5-2400

January 11, 1984

Mr. Paul Mullenix 

City Manager 

City of Whittier 

P.O. Box 608 
Whittier, Alaska 99693

Dear Mr. Mullenix:

I appreciated your viait in November with Mr. Wheelright, Ms. Brown,

Mr. Wootten, and Mr. Wardlow to discuss the possible conveyance of State 

lands to the City of Whittier. I have reviewed some of the issues and 

am able now to respond to your inquiries.

The City of Whittier, a6 you know, has no municipal entitlement, and I 

do not see any way that the City can become eligible for entitlement 

lands without major legislative action. Therefore, the options 

available include State land offerings in the Whittier area and public 

purpose conveyances of lands to the City for retention. If the City is 

able to pay for survey costs, the City could conduct an offering of 

State lands similar to the one at McGrath as we discussed.

The four proposed State land offerings in and near Whittier would expand 

Whittier's available land base for private ownership, and the State is 

willing to consider other nominations for State offerings. However, if 

the City proposes conducting the offerings itself, it will be necessary 

for you to seek funding for associated costs from the Legislature.

I suggest that you maintain your contacts with the staff of the Division 

of Land and Water Management, Southcentral District Office. Please 

contact me if there is anything further I can do.

Sincerely,

Commissioner

cc: Tom Hawkins, Director,

Division of Land and Water Management

O-JBLH
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O r i gi na l  sponsors: Cato, Lindauer,
M c B r i d e  and Shultz

1 IN T H E  H O U S E  BY T HE  R E S O U R C E S  C O M M IT T EE

2 CS F O R  H O U S E  BILL NO. 576 (Resources)

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

4 T H I R T L E N T H  L E G I S L A T U R E  - S E CO ND  SE SS IO N

5 A BILL

6 For an Act entitled: "An Act r e l a t i n g  to a grant of state land to the City

7 of W h i t t i e r . "

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

9 * Sect i on  1. L E G I S L A T I V E  FINDINGS. It is the f i nd i ng  of the l e g i s l a­

ture in e n a c t i n g  sec. 2 of this Act that the City of W h i t t i e r  is u n i q u el y 

l ac ki n g in a v a i l a b l e  p r i v a t e  land. The l e gi sl a t u r e  seeks to co rr ec t this

12 | s i t u a ti o n by  p r o v i d i n g  a gr ant of land to the City of W h i t t i e r  that the

13 state h a d  p l a n n e d  to o ff er  for p r i va t e ownership.

14 * Sec. 2. (a) The c o m m i s s i o n e r  of n a t u r a l  re s ou rc es sh al l  g r an t  600

a cres of state land to the City of Whittier. The grant shall i n c l u d e  no 

less than 400 acres of state land f u n  Sh ot g un  Cove and no less th a n 200

10

11

15

16

17 | acres fro m the W h i t t i e r  Subdivision.

18 (b) As u s e d  in (a) of this section,

191 (1) " S h o t g u n  Cove" m e a n s  land w i t h i n  sections 11, 14, 15, an &

2 01 16, T o w n s h i p  8 North, R a ng e  5 East, Seward Merid ia n;

2 1 1| (2) " W h i t t ie r Su b di v i s i o n "  me a ns  land w i t h i n  flections 8, 9, and

18, T o w n s h i p  8 North, R an ge 5 East, Seward Me ridian.

(c) Except for land r e t a i n e d  b y  the City of Whiirtier for c ritical  

p u b l i c  pu rposes, land c o nv e y e d  to the city u n d e r  this se ct io n  and not sold 

w i t h i n  10 years of the e n a c tm e nt  of this A c t  rev e rt s to the state unl ess 

the c o m m i s s i o n e r  of n a t u r a l  r es ou r c e s  finds that the City of W h i t t i e r  has

22

24

25

26

‘7 j d i l i g e n t l y  p r e p a r e d  for a sale of the land. If the c o m m i s s i o n e r  finds that 

281 the city has d i l i g e n t l y  p r e p a r e d  for a sale of the land, the coninissioner 

29 l̂ m a y  ext end the dea d l in e for a p e ri od  d e t e r m i n e d  p ro pe r  by  the commissioner.

-1- CS HB  5 7 6 (Res)



1 (d) Sale of land u n d e r  this s e ct io n  shall oc;*ur a f t e r  p u b l i c  notice

2 -and b y  a c o m pe t it iv e  method.

3

4
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6

7
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9

10 

11 

12
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J M a s l m  J f r a t t ^CegislcTtitrc

H O U SE  O F R E P R ES EN T A T IV E S  
C O M M IT T E E  ON  R E S O U R C E S

JO H N  R IN G S T A D . c o -c h a ir m a n  
R IC H A R D  SH U LT Z . CO-CHAIRMAN 

POUCH V 
JU N E A U , A LA SK A  99011 

(907) 465-371 5

TO: 

F R O M :

LA

RE:

H o u s e  R e s o u r c e  C o m m i t t e e  M e m b e r s  

C o m m i t t e e  Staff 

-irev. 5, 1984

CS H B  589, A P A  C L E A N - U P  BILL, S E C T I O N A L  A N A L Y S I S

S E C T I O N  1.

E l i m i n a t e s  r e s t r i c t i o n s  on i n d u s t r i a l  p o w e r  rates.

A l s o  p ro v i d e s  for the c o m b i n a t i o n  of the L a k e  T y e e ,  S w a n  Lake, S o l o m o n  

Gulch, and T e r r o r  L a k e  h y d r o e l e c t r i c  p r o j e c t s  into one p o w e r  p r o j e c t  for 

p u r p o s e s  of the w h o l e s a l e  p o w e r rate c a l c u l a t i o n .

S E C T I O N  2.

D e s c r i b e s  the m e t h o d  for d e t e r m i n i n g  the w h o l e s a l e  p o w e r  r ate for the 

p r o j e c t s  of the a u t h o r i ty .  As the four dam s  a r e  c o m b i n e d  into project, 

they w o ul d  share the deb t  s e r v i c e  for the e n t i r e  " i ni t i a l  pro j e c t" ,  and 

t here is a s i n g l e  c c n t s - p e r - k i l o w a t t - h o u r  ra t e  for deb t  service. The 

rat e to c o ve r  c o s t s  of m a i n t e n a n c e ,  o p e r a t i o n ,  e q u i p m e n t  r e p l a c e m e n t,  

s a f e t y  i n s p e c t i o n s  and i n v e s t i g a t i o n s  is d e t e r m i n e d  s e p a r a t e l y  for each 

f acility.

In the o r i g i n a l  bill, S e c t i o n  2 r e p e a l e d  the " S u s i t n a  B l a c k m a i l  C l a u s e . "  

T h i s  has b e e n  r e v e r s e d  in the CS, and the b l a c k m a i l  c l a u s e  is add re s s e d  

in s e c t i o n  8.

S E C T I O N  3,

A d d s  a s e n t e n c e  to AS 44. 8 3 . 3 9 8 (e )  to a l l o w  the p o w e r  a u t h o r i t y  to 

c o n t r a c t u a l l y  limit the amount of d e b t  s e r v i c e  p a y a b l e  by p o w e r  

p u r c h a s e r s  as a c o n s e q u e n c e  of the l ater of n e w  p r o j e c t s  to the e n e r g y  

p r o g r a m  for Alaska.

S E C T I O N  4 and S E C T I O N  5,

R e f e r  to the " S u s i t n a  B l a c k m a i l  C l a u s e "  and w o u l d  be r e p e a l e d  by Sec. 8.



S E C T I O N  6.

R e p e a l s  AS 4 4 .8 3 . 3 9 8 ( d )  upon i m m e d i a t e  e f f e c t i v e  date. S e c t i o n  refers 

to w h o l e s a l e  p o w e r  r ates amen d e d  in S e c t i o n  1 of the bill.

S E C T I O N  7.

P r o v i d e s  i m m e d i a t e  e f f e c t i v e  date f o r  S e c t i o n s  1-3 and 6.

S E C T I O N  8.

P r o v i d e s  that s e c t i o n s  4 and 5 take e f f e c t  u p o n  a p p r o v a l  oi a 

c o n s t i t u t i o n a l  a m e n d m e n t  c r e a t i n g  the m a j o r  p r o j e c t s  fund, w h i c h  w ould 

r e q u i r e  the f i n a n c i n g  of W a t a n a  p o r t i o n  of the S u s i t n a  Project.

*



EXHIBIT H

RATE STABILIZATION FUND SCHEDULE**

Fiscal
Year

Copper
Valley Ketchikan Kodiak Petersburg Wrangell Total

1985 $3,167,486 $3,114,153 $4,701,936 $1,115,967 SI,160,650 $13,260,192

1986 2,795,816 2,900,562 5,173,937 1,047,279 922,701 12,840,295

1987 2,464,771 2,607,345 4,474,500 .471,433 1,134,154 l1 ,152,603

1988 2,203,183 2,321,229 3,749,084 473,619 922,711 9,669,826

1589 1,560,540 1,920,336 2,776,647 354,398 826,998 7 ,438,919

1990 1,267,577 1,444,022 1,708,624 270,913 682,829 5,373,965

1991 975,502 890,397 546,722 — 511,810 2,924,431

1992 65/,130 205,299 — — 259,105 1,121,534

1993

1994

1995

298,906 — — — 54,142 353,048

$15,390,911 $15,403,343 $23 ,.131,850 $3,733,609 $6,475,100 $64,134,813

bject to change to reflect actual par value of bonds and interest rates.
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ALASKA RURAL ELECTRIC COOPERATIVE 
ASSOCIATION, INC.

237 E. FIRENVEED LANE • SUITE 301 
ANCHORAGE, ALASKA 99503 • (907) 276-3235

February  29, 1984

T h e  H o n o r a b l e  J o h n  C o w d er y

C h airman, H o u s e  L a b o r  and C o m m e r c e  C o m m i t t e e  

A l a s k a  H o u s e  of R e p r e s e n t a t i v e s  

P o u c h  V

J u n e a u,  A l a s k a  99811

RE: H o u s e  Bill 684 and H o u s e  B 1 1 1 589

D e a r  R e p r e s e n t a t i v e  Cowdery:

T h e  s t a t u t o r y  c h a n ge s  in House Bill 589 and the a p p r o p r i a t i o n  in H o u s e  Bill 684 

a r e  both e s s e n t ia l  to res o l v in g  the p ro b l e m s  w h i c h  exist in r e l ation to "the 

four da m pool."

It is the p o s i t i o n  of our a s s o c i a t i o n,  e s t a b l i s h e d  by a un a n i m o u s  v o t e  of the 

d i r e c t o r s  on F e b r u a r y  21, 1984, that b o t h  of these b ills sh o u l d  be enac te d  as 

a part of a c o m p r e h e n s i v e  pack a g e  w h i c h  a l s o  includes:

1. A m a j o r  projects fund w h i c h  a s s u r e s  fund i n g  of 

W a t a n a  and Bradley Lake, and

2. A per m a ne n t  funding m e c h a n i s m  for the power cost 

a s s i s t a n c e  program for the h igh cost rural u t iLlties.

We urge your c o m m i t t e e  to a d v a n c e  these b i l l s  to H o u s e  R e s o u r c e s  w h e r e  s u c h  a 

p a c k a g e  can be assembled.

Sincerely,

D avid H ut c h e n s  

E x e c u t i v e  Di r e c t o r

DEMOCRACY IN ACTION
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Analysis: HB 589 Page 2 of 2

Repeal of the "Susitna Clause" will remove the obligation that the 
State must appropriate $5 billion t,o the Power Development Fund by 
1991 in order to prevent triggering of a requirement that there be 
a 10 percent rate of return on power project investments.



F e b r u a r y  8, 1984

T h e  H o n o r a b l e  J a l m a r  K e r t t u l a  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1  

D e a r  S e n a t o r  K e r t t u l a :

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, of  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to the 
s a l e  of p o w e r  b y  the A l a s k a  P o w e r  A u t h o r i t y .  T h e  b i l l  
a m e n d s  p o r t i o n s  o f  A S  4 4 . 8 3 . 3 9 8 ,  w h i c h  g o v e r n s  s a l e  of  
p o w e r  f r o m  p r o j e c t s  in the e n e r g y  p r o g r a m  for A l a s k a .  T h e  
a m e n d m e n t s  a r e  n e c e s s a r y  b e f o r e  p o w e r  s a l e s  a g r e e m e n t s  c a n  
b e  s i g n e d  a n d  l o n g - t e r m  f i n a n c i n g  c a n  be p u t  in p l a c e  for 
the L a k e  T y ee, S w a n  Lake, S o l o m o n  G u l c h ,  a n d  T e r r o r  L a k e  
h y d r o e l e c t r i c  p r o j e c t s  —  t h e  " f o u r  d a m  p o o l . "

A  s e c t i o n - b y - s e c t i o n  a n a l y s i s  f o l l o w s .

S e c t i o n s  1 (by a m e n d i n g  A S  4 4 . 8 3 . 3 9 8 ( a ) )  a n d  5 (by r e p e a l­
ing A S  4 4 . 8 3 . 3 9 8 ( d ) )  o f  the b i l l  e l i m i n a t e  r e s t r i c t i o n s  o n  
i n d u s t r i a l  p o w e r  r a t e s  t h a t  m a y  b e  c h a r g e d  b y  u t i l i t i e s  
p u r c h a s i n g  p o w e r  f r o m  p r o j e c t s  in t h e  e n e r g y  progr_.<i for 
A l a s k a .  T h e  s t a t u t e  c u r r e n t l y  p r o h i b i t s  u t i l i t i e s  f r o m  
c h a r g i n g  a r e t a i l  p o w e r  r a t e  to i n d u s t r i a l  c o n s u m e r s  t h a t  
is l e s s  t h a n  the rav.e c h a r g e d  to r e s i d e n t i a l  c o n s u m e r s .  
T h e  c h a n g e  a l l o w s  u t i l i t i e s  t o  o f f e r  a l o w e r  r a t e  to 
l a r g e - v o l u m e  c o n s u m e r s ,  o r  c o n s u m e r s  w h o  c u r r e n t l y  u s e  
t h e i r  o w n  g e n e r a t i o n  s o u r c e s ,  w h i c h  s h o u l d  r e d u c e  the 
o v e r a l l  r a t e  to a l l  c o n s u m e r s .  T h e  a u t h o r i t y  has d i s­
c u s s e d  w i t h  the u t i l i t i e s  the u s e  o f  f i x e d - t e r m  s u p p l y  

contracts with industrial users with the length of the 
c o n t r a c t  l i m i t e d  so t hat, w h e n  u s a g e  of p o w e r  fr o m  the 
h y d r o e l e c t r i c  f a c i l i t i e s  a p p r o a c h e s  c a p a c i t y ,  m o r e  p o w e r  
w i l l  be a v a i l a b l e  to r e s i d e n t i a l  c o n s u m e r s  a n d  th e y  w i l l  
n o t  e n d  u p  s u b s i d i z i n g  i n d u s t r i a l  p o w e r  r a t e s .



2

S e c t i o n  1 a l s o  p r o v i d e s  for the c o m b i n a t i o n  of  the L a k e  
T y e e ,  S w a n  Lake, S o l o m o n  Gul c h ,  a n d  T e r r o r  L a k e  h y d r o e l e c­
tr i c  p r o j e c t s  i n t o  o n e  p o w e r  p r o j e c t  f o r  the p u r p o s e s  o f  
th e  w h o l e s a l e  p o w e r  r a t e  c a l c u l a t i o n  in AS 4 4 . 8 3 . 3 9 8 -  
(b) (1) . T h i s  p o w e r  p r o j e c t  is r e f e r r e d  to as the " i n i t i a l  
p r o j e c t . "

S e c t i o n  2 d e l e t e s  t h e  " S u s i t n a  c l a u s e "  in AS 4 4 . 8 3 . 3 9 8 -
(b) (2) . R e p e a l  of this p r o v i s i o n  is d e s i r e d  b y  b o t h  the 
a u t h o r i t y  a n d  the p u r c h a s i n g  u t i l i t i e s  b e c a u s e  o f  the p o ­
t e n t i a l  e f f e c t  o n  r a t e s .  It is a l s o  v i e w e d  as c r u c i a l  to 
the l o n g - t e r m  f i n a n c i n g  o f  t h e  i n i t i a l  p r o j e c t  a n d  f u t u r e  
p r o j e c t s  i n  the e n e r g y  p r o g r a m  f o r  A l a s k a .  T h e  r a t i n g  
s e r v i c e s  a r e  r e l u c t a n t  to g i v e  a f a v o r a b l e  r a t i n g  to r e v e­
nue  b o n d s  i s s u e d  w i t h  this p r o v i s i o n  in p l a c e  b e c a u s e  of 
the p o s s i b i l i t y  t h a t  r a t e p a y e r s '  r a t e s  c o u l d  i n c r e a s e  s u b­
s t a n t i a l l y  in 1991. T h e  r a t e s  c o u l d  be h i g h  e n o u g h  to 
r e d u c e  d e m a n d  a n d  r e v e n u e s ,  th u s  j e o p a r d i s i n g  the a b i l i t y  
of the u t i l i t i e s  to m e e t  t h e i r  p a y m e n t  o b l i g a t i o n s  u n d e r  
the p o w e r  s a l e s  c o n t r a c t s .

S e c t i o n  2 a l s o  d e s c r i b e s  the m e t h o d  for d e t e r m i n i n g  the 
a m o u n t s  to be a l l o c a t e d  to e a c h  h y d r o e l e c t r i c  f a c i l i t y  in 
the i n i t i a l  p r o j e c t .  U n d e r  t h i s  c o m b i n e d  s y s t e m  the f a­
c i l i t i e s  s h a r e  the d e b t  s e r v i c e  f o r  the e n t i r e  p r o j e c t  and 
t h e r e  is a s i n g l e  c e n t s - p e r - k i l o w a t t - h o u r  r a t e  for d e b t  
s e r v i c e  a p p l i c a b l e  to a l l  f o u r  h y d r o e l e c t r i c  f a c i l i t i e s  in 
the i n i t i a l  p r o j e c t .  T h e  r a t e  f o r  c o s t s  o f  o p e r a t i o n s ,  
m a i n t e n a n c e ,  e q u i p m e n t  r e p l a c e m e n t ,  s a f e t y  i n s p e c t i o n s ,  
a n d  i n v e s t i g a t i o n s  is d e t e r m i n e d  s e p a r a t e l y  for e a c h  f a­
ci l i t y .  T h e  r e s u l t  is a d i f f e r e n t  w h o l e s a l e  r a t e  for e a c h  
f a c i l i t y  in the i n i t i a l  p r o j e c t ,  b u t  a s h a r i n g  o f  d e b t  
s e r v i c e  w h i c h  s u b s t a n t i a l l y  r e d u c e s  the w h o l e s a l e  r a t e  for 
p r o j e c t s  s u c h  as L a k e  Tyee.

S e c t i o n  3 a d d s  a s e n t e n c e  to A S  4 4 . 8 3 . 3 9 8 ( e )  to a l l o w  the 
p o w e r  a u t h o r i t y  to c o n t r a c t u a l l y  l i m i t  the a m o u n t  or d e b t  
s e r v i c e  p a y a b l e  by p o w e r  p u r c h a s e r s  as a c o n s e q u e n c e  of 
the l a t e r  a d d i t i o n  of n e w  p r o j e c t s  to the e n e r g y  p r o g r a m  
for A l a s k a .

S e c t i o n  4 r e m o v e s  the r e f e r e n c e  to the " S u s i t n a  c l a u s e "  
f r o m  A S  44 . 8 3 . 3 9 8  ( g ) .

S e c t i o n  6 p r o v i d e s  for \n i m m e d i a t e  e f f e c t i v e  date.

S i n c e r e l y ,

Bi:
G o v e r n o r



HB 589: "An act relating to the Alaska Power
Authority; and providing for an effective date."

My name is George Matz. I am Special Assistant to Commissioner Richard A. 

Lyon for the Department of Commerce and Economic Development. I am repre­
senting Commissioner Lyon who regrets that he is not able to attend this 
hearing because of previous commitments in Washington, D.C.

There are four points that I v/ant to make in my testimony:

o First, HB 589 is essential to the power sales agreements and the long­
term financing of the "Four Dam Pool."

o Second, the, long-term financing of the "Four Dam Pool" is essential to
the Energy Program for Alaska.

o Third, the power sales agreements now being negotiated by the Alaska

Power Authority (APA) should be financable.

o Fourth, the Department of Commerce and Economic Development supports
the terms and conditions of the power sales agreements being negoti­
ated by the APA.

To elaborate on these points, the Energy Program for Alaska was conceived 
by the Legislature in 1981 when it enacted Chapter 118, SLA 1981 (SB 25). 
After nearly three years of gestation, we are about to witness its birth as 
an operating power supply system. However, nearly $200 million of interim 
financing must first be converted to long-term financing. How the finan­
cing occurs will determine the long-term health of the Energy Program for 

Alaska.

If revenue bo/ids are used for long-term financing, the Energy Program for 
Alaska will have overcome some prenatal illness and can look forward to a 
healthy liie with ever more attractive power rates. Also, these initial 
projects can expect to ba the parents of a family of power projects that 
serve the electrical nerds of Alaska. Hopefully, with our improved diag­
nostic skills, we will prevent a recurrence of the problems previously 

experienced.

If long-term financing is based on additional Steve appropriations, the 
Energy Program for Alaska will draw nourishment from other State needs. 
Also, the program will not have demonstrated the ability to exist without 
100% financial support from the St..te. This is not a good precedent for 

propagating additional power project?,.

If the Energy Program for Alaska has neither revenue bond financing nor 
State appropriation, it will be stillborn. In financial terms that means 
the State would default on repayments of the interim financing.

As vie approach the term of this gestation, we know that some assistance is 

needed to assure completion of long-term financing. Our bond counsel and 
underwriters warned us of some statutory problems that could impede the 
sale of revenue bonds. Also, the respective communities and utilities have 
staged that their participation is contingent cn certain statutory changes.



As a result of this advice, the Governor has introduced HB 589 which includes 
the statutory changes required to meet the demands of both the bond buyer 

and the wholesale power buyer. The Administration considers each section 
of this bill to be essential.

The highlights of HB 589 are as follows:

1. Section 1 repeals the existing statutory requirement that industrial 
retail power rates can be no iess than retail power rates to residen­
tial customers. This allows utilities to offer, if they wish, lower 
rates to large volume customers.

2. Section 1 and 2 allows the four projects that are part of the "Four 
Dam Pool" (Solomo Gulch, Swan Lake, Lake Tyee and Terror Lake) to be 
considered as one project. The significance of this is that the debt 
service portion of the wholesale power rate for each project will be 
unified rather than project-specific as currently required by the 
statutes. Project-specific allocation of debt service results in 
higher wholesale power rates for projects which are more costly and/or 
have unused capacity relative to other projects in the pool. However, 
new projects added to f’.ie Energy Program for Alaska will have project- 
specific rates.

3. Section 2 deletes the "Susitna clause" which otherwise would trigger 
substantial wholesale power rate increases for projects included in 
the Energy Program for Alaska. The possibility of this rate increase 
and the reduction that could occur in demand and revenues will have a 
decidedly negative effect on the ratings and interest rates of revenue 
bonds used for long-term financing of the "Four Dam Pool."

4. Section 2 includes a technical amendments which deletes "at the bus-
• bar" in order to remove ambiguity.

5. Section 3 protects the "Four Dam Pool" from the addition of new pro­
jects to the Energy Program for Alaska which could substantially 
increase their wholesale power rate.

5. Section 4 removes reference to the "Susitna clause" from definitions 
that apply to the Energy Program for Alaska.

7. Section 5, si mi liar to Section 1, allows utilities to establish retail 
industrial rates that are less than residential rates.

8. Section 6 provides an immediate effective date.

HB 589 represents a tremendous .wpunt of analysis and negotiating. All 
communities or utilities that are part of the "Four Dam Pool" have had 
extensive opportunity to partake in drafting the concept and the language 
of this bill. The Administration firmly believes that HB 589 represents 
the best resolution to a difficult problem and the best approach for lever­
aging fut.her development of power projects in Alaska.



A s p e r
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O r i g in a l sponsor: R u l e s / G o v e r n o r

IN THE H O U S E  BY THE RE S O UR C ES  C O M M I T T E E

CS FOR HO US E  BIL L NO. 589 (Resources)

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

T H I R T E E N T H  L E G I S L A T U R E  - S ECOND SESSION

A  BILL

For an Act entitled: "An Act r e l at i ng  to the Ala ska Power Authori ty ; and

p ro v id in g  for an e f f e c ti v e date."

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

* Se ct io n 1. AS 4 4 . 8 3 . 398(a) am ended to read:

(a) The a ut h or i ty  shall sell p ow e r produced  from pow er pro j ec t s 

a c q u i r e d  or co ns t ru c te d  u n d e r  the e n e rg y  progr am  for Alaska. For 

p ur p o s e s  of this s e c t i o n , Lake Tvee. Swan Lake, So lomon G u l c h , and 

T e r r o r  Lak e h y d ro e le c tr i c facil it ies are considered to be one p ow e r 

project. This power project is r ef e r r e d  to as the initial p r o j e c t  [A

U T I LI TY  TH A T  PU R C HA S ES  POW ER  PR O D UC ED  BY A POWER PR O JE CT  OF TH E  A U­

THO R I T Y  SHALL AGREE WI TH  THE A U T H O R I T Y

(1) TO GI VE  P R EF E RE NC E  IN TH E SALE OF POWER AT  R E T A I L  TO 

A L L  CL AS SE S  OF C ON SU ME RS OF POWER E X C E P T  INDUSTRIAL CONSUMERS;

(2) TO C H AR GE  INDUS TR IA L C ON SUMERS OF POWER A RAT E D E­

TERM I N E D  BY THE A U T H O R I T Y  IN A C C O R D A N C E  WITH (d) OF THIS SECTION].

* Sec. 2. AS 44.83.398(b) is am ended to read:

(b) The a u t h or i ty  shall es ta b li s h a wh olesale  power rate s t r u c­

ture app l ic a bl e  to sales of power to the [ITS] customers [AT THE 

BUSBAR] of a power pr oject as follows:

(1) The au t ho ri t y shall e s ta b li sh  and ma i nt a i n  a s eparate

w h o l e s a l e  power rate a pp li ca ble to each power project that it has 

ac q ui r ed  or c o nstruc te d u nd er  the en er gy  pr og ram for Alaska, o t h e r  

than a pr oj ec t  de sc r ib e d in (f) of this section. The w h o l e s a l e  p o w e r  

rate e st a bl i s h e d  bv the a u t h o ri ty  for the initial projec t shall be a

- 1 - CSKE 5 8 9 (Res)



rata c a lc ul a te d  under this p a r a g r a p h  eyce u t that the port i o n of the 

ra te a p pl i ca bl e  to (A) and (C) of this pa r a gr a ph  shall be ad j u st e d for 

the h y dr o e l e c t r i c  f a ci li t i e s  in the initial project as set out in (2) 

of this subsection. The w h o l e s a l e  p o we r  rate shall be co mp u te d  by the 

a u t h o r i t y  annually, or mo re  f r e q u e n t l y  as m a y  be ne cessary, and shall 

equal the rate that the a u t h o r i t y  e s t i m at es  is necessary- to pr od uc e 

r ev en ue  that is su ff ic ie n t to pay

(A) opera t io n , main te n an c e,  and equipment repla c e me nt  

costs of the p o w e r  project;

(B) the p ow er pr o je ct ' s p r o p o rt i on at e  share of the 

debt service on state loans and bonds for all p o w e r  pr o je c ts  in 

the energy p r o g r a m  for Alaska, d et e rm i ne d in a c c o r d a n c e  with (g) 

of th- a section;

(r.) s a fe t y insp ec t io n s and in vestiga ti on s of the power 

p?*oject by the autho ri ty.

(?.} If, by J u l y  1, 1991, the legislature has not a p p r o p r i­

ated at least $5 ,0 0 0, 0 00 ,0 0 0 to the fund, in add ition to a p p r o p r i a­

tions to the fund of i n t e r es t ear ne d on m o n e y  in the fund, the a u t h o r­

ity shall, beginning on that dat^, e s t a b l i s h  and m a i n t a i n  a s ep arate  

w h o l e s a l e  power rate a p p l i c a b l e  fo ea c h power project that is a c q ui re d  

or c o ns t ru ct e d under the ene rg y p r o g r a m  Tor Alaska. The w h o l e s a l e  

power race shall be c o m p u t e d  by the a u t h o r i t y  annually, or more f r e­

quently  as may be necess ar y,  and shall be the greater of

(A) 10 p e r c e nt  of the amount the a u t h o r i t y  has i n­

vested in the p o w e r  project, in c lu d in g  loans and grants m a d e  by 

the state; or

(B) the rate that the a u t h o r i t y  estimates is n e c e s s a r y  

to produce revenue su ffi c ie nt  to pay

(i) operation, maintenance, and e q ui p me nt  

CSHF 5 8 9 (Res) -2-



•

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

1G

17

18

19

20

21

22

23

24

25

26

27

28

29

replacement cost s of the power  project;

(ii) the powe r pr oj ect's p r o p o r t i o n a t e  share of 

debt service on state loans and bonds for all p o w e r  pr oj ec ts 

in the e ne r gy  p r o g r a m  for Alaska, dete rm i n ed  in a c c o r d a n c e  

w i t h  (g) of this section; and

(iii) safety in spection s and i n v e st i ga ti o ns  of the 

power project by the authority.

(3) For the purposes of d e t e r m i n i n g  amounts to bo al lo c at e d  

to each hvdroelectric fa ci li t y in the initial project: u n d e r  (1)(A) -and 

(])(C) of this subsection, the a u t h o r i t y  shall d e t e r m i n e  for each 

h y d r o e l e c t r i c  facility its individual o p e r a t i o n , m a i n t e n a n c e ,  e q u i p­

ment replacement, saf et y inspection, and ini estimation costs.

* Sec. 3. A? 4 4 . S 3 . 393(e) is amended to road:

(e) Af ter d e t e r m i n i n g  the w h o l e s a l e  power r a t e  for a power 

project unde r the p r o v i s i o n s  of this section, the a u t h or it y  m a y  adjust 

the rate or change the rate pr ov i si o ns  to insure that the reven ue  

de rived from that p o w e r  project and the aggregate r e v e n u e s  of the 

a u t h o r i t y  will be ade q ua t e to comply wi t h  the rat.a c o v e na n ts  and other  

ag re e m e n t s  contained in any trust i nd en t ur e  or trust a g r e e m e n t  en te re d  

into by the authority for the se c ur i ty  of the holders of bonds issued  

to fi nance power pr oj ects in the e n er gy  pr og ra m  [ENERGY PROGRAM] for 

Alaska. The authority m a y  agree w i t h  a pur chaser of p ow e r to limit 

rate increases caused by  debt service payable by the a u t h o r i t y  on 

s ub s eq ue n t projects.

* Sec. 4. AS 44.83.398(g) is amended to read:

(g) For the p u r p o s e s  of (b)(1)(B) [AND (b)(2 )( B ) (ii) ] of this 

section, a power p r o j ec t 's  p r o p o r t i o n a t e  share of d eb t  service on 

state loans and bonds for all power p rojects in the e n e r g y  p r o g r a m  for 

A l a s k a  is equal to the state's inves tment in the power p r o j e c t  di vi de d

-3- C S H E  5 8 9 (Res)
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by the state's inves tm en t in all po w er  p r o j ec t s in the energ y p r o g r a m  

for A la s ka  and m u l t i p l i e d  by  the debt se rvice on state loans and bonds 

for all p o we r projects in the e nergy p r o g r a m  for Alaska. In this 

s ub s ec ti o n

(1) "state's invest me nt  in the power project" includes all 

state m o n e y  invested in a power project, including loans, -grants, and 

p ro ce eds from bonds, less the pr in c ip al  re pa yments on the project's  

p r o p o r t i o n a t e  share of debt service cr. state loans and bonds;

(2) "state's investmen t in all pow er  pro jects in the energy  

p r o g r a m  for Alaska" include s all state m o n e y  invested in the power  

projects, other than intcrties, in the ener gy  p r o g r a m  for Alaska, 

in cludi ng  loans, grants, and pr oc eeds f r o m  bonds, less the p ri n ci pa l 

re pay m en t s on bonds and state loans issued  for the power projects.

* Sec. 5. AS 4 4 . 8 3 . 3 9 8 ( b 1(2) is repealed.

* Sec. 6. AS  44.83.398(d) is rcpealeu.

* Sec. 7. Sections 1 - 3  and 6 of this Act take effect i m m e di at e ly  in 

a c co r d a n c e  w i t h  AS 01.10.070(c).

* Sec. 8. Sec tions 4 and 5 of this Act take effect upon approv al  by the 

q u a l i f ie d vot er s of the state of an a m en d me nt  to the co n st i t u t i o n  o f  the 

State of A l a s k a  that esta b li s he s  a m ajor p r o j e c t s  fund and requires that a 

po rtion of the m a j o r  projects  fund be used to finance c on s tr u c t i o n  of the 

V/atana Dam in the Susitna R iv e r h y d r o e l e c t r i c  project before any ot her 

capital pro j ec t  is fin anced fr om  the m a jo r  pr oj e ct s  fund.

CSHE 5 8 9 (R e s ) -L-
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( 907 ) 443-5231

Mr. Caleb Pungowiyi 

Pre s i d e n t  

Kawerak, Inc.

D e a r  Caleb:

A t t a c h e d  is a proposal in which we requested to study the Reindeer/ 

C a r i b o u  conflict. We talked this over w i t h  the Rindeer Sub-Committee 

of the A l a s k a  Land Use Council, T he RUA, A l a s k a  Department of Fish 

and Game, U n i versity of Alaska and some of the A r e a  hunters.

A ll agreed that this should be done as soon as possible. The process 

tokk about 18 m onths to develop, from dis c u s s i o n  to the Proposal.

W o u l d  you present this to the State Legis l a t u r e s  so it can be included 

in this years Legislative action.

M y  suggestion is for Direct A p p r o p r i a t i o n  from the Legislature.

T h a n k  you,

Sincerely,

‘V e r n o n  Kugzruk 

Director, RHA

January, 30, 1983



LA 41

d e p a k t h ie iv t  o f  f i s h  a n d  g a  m e
P.O. BOX 1148
NOME, ALASKA 99762-1 1 4 8

January 26, 1984

Mr. Vernon Kugzruk, Director 

Reindeer Herders' Association 

P.O. Box 948 

Nome, Alaska 99762

Dear Vernor.:

Enclosed is a proposal which the Reindeer Herder's Association (RHA) 

asked the Department of Fish and Game to prepare. As you know, I 
discussed this work with the RHA Executive Committee in mid-December

1983, and you reviewed two earlier drafts of the proposal in January

1984. I believe the project would yield information requested by the

Committee to help reduce losses of reindeer to caribou. Intensive work 
such as this should provide a basis for developing long-term solutions 

to the caribou - reindeer problem.

I must emphasize that the expected Game Division budget is fully

committed to other priority projects for the next few years. Therefore, 

if this study were conducted, funds in addition to our normal Game 

Division budget would be required. The proposal contains estimated 

salary funds for a new project position (1 permanent/seasonal Game 

Technician III) plus operating money for equipment, air charter, and 

commodities. The work would take place during a 3-vear period beginning 
in FY-85. The Gamp Technician III would be recruited locally. Should 
the proposal not be funded, my staff will continue conducting occasional 

reconnaissance flights as in the past two years.

If I can answer questions or explain any aspect of the proposal, please 

do not hesitate to contact me.

W. Coady 
onal Supervi 

Game Division

cc: L. Pamplin, Director
Game Division



DISTRIBUTION AND MOVEMENTS OF CARIBOU NEAR REINDEER 

HERDS ON THE SEWARD PENINSULA

Principal Investigators:

Submitted by invitation, 

to the Reindeer Herders' 
Association by:

David A. Anderson, Game Biologist 

Alaska Department of Fish and Game, 

Nome

Tim E. Smith, Game Biologist 
Alaska Department of Fish and Game, 

Nome

John W. Coady, Regional Supervisor 

Game Division,
Alaska Department of Fish and Game 

P.O. Box 1148 

Nome, Alaska 99762 

Ph.: 443-2825

23 January 19.84



Introduction and Statement of Problem

Western Arctic Herd (WAH) caribou (Ranqifer tarandus) are one of the 

most important, wildlife resources in northwestern Alaska. An estimated

10.000 caribou are harvested annually, most of which are taken by 

subsistence hunters living within the range of the herd. The herd 

rapidly declined from an estimated 240,000 caribou in 1970 to 75,000 in 

1976. Since that time, largely because of close cooperation between the 

Department of Fish and Game and user groups, the herd has steadily 

increased in size. In summer 1983 the WAH was estimated to number

190.000 caribou, and a census planned for summer of 1984 is expected to 

reveal over 200,000 animals.

Although most of the WAH migrates to the foothills of the western North 

Slope to calve during summer, it disperses widely both north and south 

of the Brooks Range during winter. The size of the range used by 

caribou during winter increases or decreases as the size of the herd 

increases or decreases. Historically, when the herd was large, caribou 

were widely distributed and available to hunters in more villages than 

when the herd was small. Recent public comment and Fish and Game 

Advisory Committee recommendations from throughout the range of the WAH 

have strongly favored allowing the herd to continue increasing in size 

to promote a wider distribution of caribou.

Although continued growth of the WAH is viewed favorably by most members 

of the public, it has caused serious problems for the reindeer industry 

on the Seward Peninsula. Reindeer and caribou are members of the same



species, are both gregarious herd animals and have identical habitat 

requirements. Consequently, during caribou migrations reindeer tend to 

join passing caribou bands and become separated ar-d lost from domestic 

herds. During the past 3 winters WAH caribou have migrated onao the

Seward Peninsula and associated with reindeer in increasing numbers. In

1981-82 several thousand caribou wintered south and southwest of Candle, 

and a smaller but unknown number wintered south of Deering. In 1982-83 

several thousand caribou again inhabited the same area. In mid-January 

1983 approximately .10,000 caribou were observed in the Kugruk River 

drainage south of Deering. Survey flights in November 1983 revealed as 

many as 20,000 caribou on the eastern Seward Peninsula. The industry 

reported losses of 3,000 reindeer in 1981-82 and at least 1,500 in

1982-83. In December 1983 Department biologists observed 1,500-2,000 

reindeer south of Candle which were incorporated into a bat.d of 

migrating caribou. As the WAH continues to grow it will probably 

continue to migrate further west and move in increasing numbers onto the 

Seward Peninsula during winter. Therefore, intermingling and loss of 

reindeer to caribou are V.kely to continue and perhaps intensify.

Although these conflicts cannot be eliminated at this time, they can be

minimized. In particular, the Department has conducted periodic

reconnaissance flights on the eastern Seward Peninsula during winter 

1982-83 and 1983-84. A member of the Reindeer Herders' Association 

(RHA) usually accompanies the flights as observer. The purpose of the 

flights is to search for caribou in the vicinity of reindeer herds, and 

to notify herd owners of impending conflict. The frequency and coverage 

of these flights are inadequate to detect many approaching caribou



bands. However, the RHA reported that on several occasions observations 

during flights allowed reindeer to be moved or more closely herded in 

anticipation of approaching caribou. The RHA reported that these 

occasional flights helped minimize losses of reindeer to caribou.

Both the RHA and the Department of Fish and Game believe that more 

frequent and comprehensive flights to provide timely and complete 

information on the distribution and movement patterns of caribou on and 

adjacent to the Seward Peninsula would reduce losses of reindeer to 

caribou bands. Because of the wide distribution and continually 

changing movement patterns of caribou, the only feasible method to 

improve the effectiveness of monitoring animals is by using radio 

telemetry.

OBJECTIVES

1) To determine distribution and movement patterns of caribou

wintering on the Seward Peninsula, and to inform reindeer herders

ard the RHA of developing conflicts between caribou and reindeer.

2) Tci determine the timing of caribou movements to and from

the Seward Peninsula.

3) To determine the fidelity of individual caribou to Seward

Peninsula winter ranges.



4) To estimate the total number of caribou wintering on the Seward 

Peninsula.

5) To recommend methods which would further minimize loss of reindeer 

to caribou on the Seward Peninsula.

BACKGROUND

The WAH returns each spring to its traditional calving ground on the 

western North Slope. However, winter distribution is less predictable. 

During the past several years large concentrations of caribou have 

wintered in the Selawik Hills and Buckland River lowlands, in the 

Central Brocks Range, on the Arctic Coastal Plain, and on the Seward 

Peninsula. Radio-telemetry data gathered during the past B years 

(Valkenburg et al. 1983) indicate that individual caribou do not 

necessarily return to the same winter range in successive years. It 

appears, however, that 25-50% of the animals captured at a given winter 

location will return to that location the following winter. Virtually 

all caribou instrumented with radio collars in early winter on the 

Seward Peninsula will continue to provide useful data during that 

winter; up to one-half of the radio-collared animals will probably 

return to the Seward Peninsula and provide essential information the 

following year.

The Department is currently monitoring approximately 40 radio-collared 

caribou throughout the range of the herd, none of which were collared on 

the Seward Peninsula. These animals are routinely and effectively used



for locating bands of caribou during calving ground surveys, for rapidly 

locating large post-calving aggregations when the herd is counted in 

July, and for determining winter distribution of the herd. Additional 

caribou (radio-collared on the Seward Peninsula) will be useful in the 

conduct of these routine operations. To date only 2 collared animals 

have occupied the Seward Peninsula. This has not provided a sufficient 

sample for monitoring caribou movements on the Peninsula. Collaring 

caribou when they first arrive on the Seward Peninsula in early winter 

will greatly assist in monitoring distribution and movement patterns of 

caribou near reindeer herds.

A small number of reindeer will also be radio collared to help readily 

locate reindeer herds and to help determine the time and extent to which 

reindeer intermingle with caribou. The greatest loss of reindeer to 

caribou has occurred from the NANA Regional Corporation herd on the 

northeastern Seward Peninsula. Therefore, if acceptable to NANA, most 

radio collars will be allocated to that herd.

METHODS

Fifty adult caribou on the eastern Seward Peninsula will be captured in 

late October or November 1984 using standard helicopter-darting 

techniques. Twenty-five adult caribou will be similarly captured in

1985. Up to 10 NANA herd reindeer will be instrumented with radio 

collars (presently available and surplus to previous Department 

projects) during routine handling in May and June *984. Caribou will be 

selected from all major bands known from reconnaissance flights to be



present on the Peninsula. The number of animals captured from each band 

will be proportional to its size. Caribou will be instrumented with the 

same type of radio collar successfully used in caribou studies by the 

Department for the past 10 years. Because each radio collar transmits 

on a different frequency, individual collared caribou can be 

electronically identified. Numbered canvas collars will also be placed 

on captured caribou so that individuals can be visually identified from 

the air or from the ground.

All instrumented caribou will be located weekly while on or near the 

Seward Peninsula using standard homing techniques from a fixed-wing 

aircraft. The process of locating radio-collared caribou will be 

especially useful to provide distribution and movement data on all other 

caribou associated with collared individuals. Other areas, especially 

those near reindeer herds, without radio-collared caribou will be 

visually searched during flights to insure that major caribou bands are 

detected.

Timely information about potential conflicts will be provided by landing 

at reindeer herders' field camps if possiole or calling herd owners 

immediately upon returning to Nome or Kotzebue. A narrative summary and 

map showing cariboo observations will be prepared following each flight, 

and a copy provided to the RHA. A member of the RHA will be invited to 

accompany flights as an observer.
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SCHEDULE

FY-84

May-June

FY-85

July - Sept. 

Oct.

Oct. - Dec. 

Oct. - Feb.

31 March

FY-86

July - Sept. 

Oct.

Oct. - Dec. 

Oct. - Feb.

31 March

FY-87

Oct.

Oct. - Feb. 

31 May

Radio collar 10 reindeer

Purchase equipment; prepare for work

Hire G/T III

Radio collar 50 caribou

Conduct radio-locating and reconnaissance

flights

Annual report due

Purchase equipment; prepare tor work

Hire G/T III

Radio collar 25 caribou

Conduct radio-locating and reconnaissance

flights

Annual report due 

Hire G/T III

Conduct radio-locating and reconnaissance 

flights

Final report due



MAN-MONTHS

FY-85

Permanent Game Division Staff

Game Technician ill (P/S Project position)

3 months 

6 months

FY-86

Permanent Game Division Staff

Game Technician III (P/S Project position)

3 months 

6 months

FY-87

Permanent Game Division Staff 3 months

Game Technician III (P/S Project position) 8 months



BUDGET

Capture

a) 50 radios @ $325.

b) Receiver, Scanner, Antennas

c) Helicopter - 35 hrs. 0 $625

d) PA-12 50 hrs. @ $20

e) C - 185 20 hrs. @ $130

f) Immobilizing Drugs

Subtotal

Location

a) C -185 99 hrs 0 $130
[18 flights btwn 15 Oct.- 
28 Feb.; 5.5 hrs./flight]

b) Maps, misc. commodities

Subtotal

Assistant

a) Game Tech 3 @ $3300/mo. 

Total

7% Annual inflation factor 

Grand Total

FY-85 FY-86 FY-87

$16,250 $ 8,125 (25 radios)

3.000

21,875 12,500 (20 hrs)

1.000 500 (25 hrs)

2,600 2,600 (20 hrs)

2.000 1,000

$46,725 $24,725

$12,870 $12,870 $12,870

1,000

$13,870

1,000

$13,870

1,000

$13,870

$19,800(6 mos.) $19,800(6 mos.)

$80,395

$80,395

$58,395 

$ 4,088 

$62,483

$26,400(8 mos.)

$40,270 

$ 3,835 

$46,105
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IN T HE  H O US E  BY THE RESOURC ES  C O M M I T TE E

CS F O R  H O U S E  BILL NO. 600 (Resources)

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

T H I R T E E N T H  L E G I S L A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An Act re l at in g  to ro ya l ty  oil; and pr o vi d i n g  for an

e ff ec tive date."

BE IT ENACTED BY T H E  L E G I S L A T U R E  OF T HE  S TA TE OF ALASKA:

* Se ct io n 1. AS 38.05 .183 is amende d to read:

Sec. 38.05.183. SALE OF ROYALTY. (a) The sale, e x c h a n g e  or

other di sposal of a m i ne r al  o b t a i ne d by the state as a ro y al t y unde r 

AS 38.05.182, or the sale, exchange or o ther disposal in w h o l e  or in 

part of a right to re ceive future m i n e r a l  p r od uc t io n  u nd e r state 

lease u nder AS 38.05.005 - 38.05.370, shall be by c ompe ti ti ve b id and 

the sale, ex c ha n ge  or other disposal ma de  to the highes t r es po n s i b l e  

b i d d e r . C o mp et i ti v e [, E X C E PT  TH AT  COMPETITIVE] b i d di n g is not 

requ ir ed  for the sale, exchange, or oth er  di sp os i ti on  cf r o y a l t y  gas 

when the commissioner, after prior w r i t t e n  notice to the A l as ka

Ro yalty Oil and Gas D ev e lo pm e nt  [ADVISORY] Board under AS 38.06.050, 

determines that the best int erest of the state d^es not re q ui r e it or 

that no c o m p e t i t i o n  exists.

(b) Wh e n c o mpetit iv e bids are required, the commissioner, after

pr ior w r i t t e n  not ice to the A l as k a Royalty  Oil and Gas D e v e l o p m e n t  

[ADVISORY] Board, may reject all bids if the com mi s si o ne r  [HE] d e t e r­

mines that be cause of the amount of the bids, the lack of r e s p o n s i b i l­

ity on the part of the bidders, or for reasons consi st en t w i t h  the 

cr iteria set oat in AS 38.06.070, the a c ce p ta nc e  of the bids w o u l d  not 

be in the bes t interest of the state.

(c) If the c o m m i ss io n er  determine s that a sale, e x ch a n g e  or

_1_ rqiiP. 600 (R e s )

AGO 7 8 6 7 7 9  ^



other d i sp os al  of a m i n e r a l  obt a in e d by the state as a r o y al t y un der  

AS 38 .05.182 or of a right to re ce iv e future mi ne r a l p r o d u c t i o n  under 

a state lease u nd e r AS 38 .0 5. 00 5 - 38 .0 5 .3 7 0 shall be m a de  ot he rwise 

than by c o mp e ti ti v e bid, and the A l a s k a  Ro y al t y Oil and Gas D e v e l o p­

ment [ADVISORY] Board has b e e n  n o t i f i e d  in w r i t i n g  of that d e t e r m i n a­

tion, the co mm i ss io n er  shall mak e p ubli c in w r i t i n g  the specific 

findings and conclusions upon w h i c h  that d e t e r mi na t io n  is based.

(d) Oil or gas taken in ki n d  ' y the state as its r o y al ty  share 

m ay [NOT] be sold or o t h e r w i s e  di sp o se d  of for export fro m the state 

unl ess [UNTIL] the co mm i s s i o n e r  de te r mi n es  that the r o y a l t y - i n - k i n d  

oil or gas is ne ed ed  un d er  (f) of this section [SURPLUS] to me e t  the 

presen t lAND PROJECTED] in tr as t at e d o m es t ic  and industrial ne eds of an 

in-state re f in er  or p r o c e s s o r  and the legislature app roves of  the 

n e go t i a t e d  export s a l e . The c o m m i s s i o n e r  shall make public, in w r i t­

ing, the specifi c findings and reasons on wh ic h the c o m m i s si o ne r' s  

[HIS] d et e rm i n a t i o n  is b a s e d  [AND SHALL, W I T H I N  10 DAYS OF T HE  C O N V E N­

ING OF A R E G U L A R  SE S SI O N OF T HE  LEG ISLATUR E,  SUBMIT A  R EP O RT  S H O WI NG  

THE I M ME DI AT E AND L O N G - R A N G E  DO ME ST I C AND INDUST RI AL  NEEDS OF THE 

STATE FOR O I L  AND GAS A N D  AN  A N A LY S IS  OF  H O W  T HE SE  NEEDS A R E  TO BE 

M ET  ] .

(e) Wh e n  a sale, e xc h a n g e  or o ^ e r  disp os al of oil or gas taken 

in kind by the state as its lo ya lt y  share, or a sale, e xcha ng e or 

other disposal  in w ho le or in part of a right to receive future r o y­

alty oil or gas, under a state lease u n d e r  AS 38.05.005 - 38 .0 5.370 is 

mad e other than by comp e t it iv e  bid, the sale, exchan ge  or othe r d i s­

posal shall be awarded by the c o m m i s s i o n e r  to the p r os p e c t i v e  b uyer 

w h os e  proposa l offers the m a x i m u m  be n ef i ts  to citizens of the state. 

The c om m is s i o n e r  shall c onsider

(1) the cash v a iu e  offered;

CSHB 6 0 0 (R es) -2-
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(2) the p r o j e c t e d  effects of the sale, ex ch an ge or other 

dis po sa l on the ec ono my of the state;

(3) the p r o j e c t e d  b e n ef it s  of  r e f i n i n g  or p r o c e s s i n g  the 

oil or gas in the state;

(4) the ab ility of the p r o s p e c t i v e  b u y e r  to p r ov i de  re fi n e d 

pr oducts or by-p r od u ct s for d i s t r i b u t i o n  and sale in the _ state w i t h  

pr ice or sup pl y benefits to the cit izens of the state; and

(5) the criteria listed in AS 38.06.070(a).

(f) The c o m mi s si o ne r m a y  ma ke  a n e g o t i a t e d  sale of r o y a l t y  oil 

u nder (a) of this section if the Ro yalty Oil and Gas D e v e l o p m e n t  Board 

and the legis la t ur e  app ro ve  of the sale and the c o m mi s si o ne r  finds 

that the p r o p o s e d  p u r c ha s er  is an in-state  r e f in er  or p r o c e s s o r  w i t h  

no other source of crude oil a va i la bl e to it at t.ie p r e v a i l i n g  m a rk e t 

price of like c r u d e oil d i s p os e d of in A l l o c a t i o n  D e fe n se  D i s t r i c t  

No. 5, other than a n e g o t i a t e d  p u rc ha se of state ro yalty oil, and a 

n e g o t i a t e d  sale w o u l d  be in the best inte re st of the state b a s e d  on

the crit er ia  c o nt ai ne d in AS 38.06.070.

(g) W ithi n 10 days of the co n v en i ng  of a re gu la r se ss ion of the 

le gislature the c o mm i ss io n er  shall submit a report showing the i m m e d i­

ate and long-r an g e dom es ti c and indus t r ia l needs of the state for oil 

and gas and an analysis of h o w  these ne ed s are to be met.

* Sec. 2. AS 38 .05.020 is a m en d ed  to read:

Sec. 38.06.020. ESTABLI SH MENT. Th er e is es ta b l i s h e d  in the

Dep artment  of Commerce and E conomi c D e v e l o p m e n t  the Al as ka  R o y a l t y  Oil

and Gas De v el o p m e n t  [ADVISORY] Board.

* Sec. 3. AS 38.06.025(a) is am en d ed  to read:

(a) The b o a r d  consists of two m e m be rs  of the senate a p p o i n t e d  by 

the pr e sident of the senate, two me mbers of the house of r e p r e s e n t a­

tives a p p o i n t e d  by the speak er  of the house, [THE C O M M I S S I O N E R  OF

-3- CSHB 6 0 0 ( R e s )
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C O M M E R C E  A N D  E C O N O M I C  DEVELOPMENT; THE C O M M I S S I O N E R  OF REVENUE;] the 

c om m is s i o n e r  of n a tu r al  resources, w h o  is a n o n v o t i n g  m e m b e r ^  [;] and 

two [THREE] p u bl i c me mb e r s w i t h  oil and gas m a r k e t i n g  e x p e r i e n c e .

* Sec. 4. AS 38 .06.040 is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 38.06.040. POWE RS  A ND  DUTI ES  O F  THE BOARD. (a) The board  

shall ex am in e  p r o p o s e d  sales, ex ch an ges or other disposal of, and 

approve or d i s ap p ro v e a p r o p o s e d  sale, exc ha n ge  or other dispo sal of

(1) the oil or gas that is ob t ai n ed  by the state as r o y a lt y 

u nd e r AS 38.05.182; or

(2) the rights to rece i ve  future oil or gas p r o d u c t i o n  

under state leases; and

(3) recommend to the c o m m i s s i o n e r  of natural r e s o u rc e s the 

c on di tions r e l a t in g  to the sale, delivery, tra nsportation, r e f i n i n g  or 

p r o c e s s i n g  of oil or gas w h i c h  the c o m m i s s i o n e r  may include in the 

offer and sale of oil or gas o b t a i n e d  by  the state as ro ya l ty  u nd e r 

AS 31.05.182.

(b) The b o a r d  may  not app ro ve  a contra ct  for the sale, exchange, 

or other d i s p o s i t i o n  of ro y al ty  oil not by c o mpetiti ve  bid un le ss  the 

contract pro vi d es  that the price of the oil is equal to or g r e a t e r  

than the av er ag e  or p r e v a i l i n g  net value of like crude oil d i s p o s e d  of 

in A l l o c a t i o n  De fe nse Di st r ic t  No. 5.

(c) N o t w i t h s t a n d i n g  (b) of this section, the boar d m a y  ap p ro ve  a 

contract for the sale, exchange, or ot her d is po s i t i o n  of r o y a l t y  oil 

only if:

(1) the contract price  is not less than the hig h e st  p o s t e d  

price at Pump Station No. 1 for e qu iv a l e n t  crude, the w e i g h t e d  aver a ge  

n e t b a c k  value of No rt h Slope crude, or the w e i g h t e d  av er ag e n e t b a c k  

value of No rt h  Slope crude sold in A l l o c a t i o n  De fe ns e Di s tr i ct  No. 5, 

w h i c h e v e r  is higher;

CSHB 6 0 0 (R es ) -4-
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(2) the contract contains a p ro v i s i o n  for the h i r i n g  of 

residents of the state;

(3) the cont ract contains p e nalti es  for n onperfor ma nc e;

(A) the contract includes a pr o vi si o n e s ta b l i s h i n g  a p r e f­

erence for refi ne rs and proce ssors o p e r a t i n g  in the state; and

(5) a m a t e r i a l  am en dment to the contract m a y  be ma de  only 

w i t h  the approv al  of the legislature.

(d) Ap pr o va l  b\ ie bo ar d of a n e g o t i a t e d  sale or the m e t h o d  of 

dis posal un d er  this au ction m ay be r e s c i n d e d  by the le gislature w i t h i n 

60 days if the l eg islatur e is in sess i o n w h e n  the b oa rd  ma ke s its 

decision, w i th i n 60 days af ter c o n v e ni n g the next regula r session  if 

the l e gislatu re  is not in session w h e n  the bo a rd  makes its decision, 

or w i t h i n  10 days after co n ve ni ng a special session called for the 

purposes of co n si de ring the bo ard's decision, w h i c h e v e r  is the earlie r 

d a t e .

* Sec. 5. AS  38.06.050 is ame nd e d to read:

Sec. 38.06.050. BOARD R E V I E W  [AND RECOM MENDATIO N]  REQUIRED. (a) 

If board [LEGISLATIVE] approval is r e q u ir e d by AS 38.06.055, a sale, 

exchange, encumbrance, or other di s po s i t i o n  of oil or gas or of the 

rights or w a i v e r  of the rights to re ceive future p r od uc t i o n  of r o y al t y  

oil or gas m a y  not be ma d e  by the c om m is s i o n e r  of na tural re s ou rc es  

under AS 38.05.183 w i t h o u t  prior ap pr o va l  [REVIEW] of the p r o p o s e d  

sale, exchange, en cu mb r an ce  or other di sp o s i t i o n  by the board. [A 

. W R I T T E N  R E C O M M E N D A T I O N  OF THE BOARD ON THE P R O P O SE D  SALE, EXCHANGE, 

E N CU M BR A NC E  OR OTHER D I S P O S I T I O N  OF O IL  OR GAS O R  OF T H E  R I GH TS  OR 

W A I V E R  OF THE RIGHTS TO RE CE I VE  F U TU R E P R O D U C T I O N  OF R O Y A L T Y  O I L  OR  

GAS SHALL BE SU BM IT TED TO THE L E G I S L A T U R E  A T  THE TIM E A  R E S O L U T I O N  

A P P R O V I N G  THE PR OPOSED SALE, EXCHANGE, E N C U M B R A N C E  OR OTHER D I S P O S I­

TION IS INTRODUCE D IN THE LEGISLATURE.]

-5- C S H R  fiDfHRnsl
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(b) Bids or ap p li ca tions for the p urch as e of ro ya lt y oil or gas

m a y  be r e j e c t e d  by  the [COMMISSI ON ER  OF N A T U RA L  RE SOURCES IF PRIOR

W R I T T E N  N O T I C E  OF T HE P R O P OS E D D I S A P P R O V A L  IS GIVEN  TO THE] board.

(c) Compet it i ve  b i d d i n g  in a sale, e xcha ng e or other dis positi on  

de sc ri bed in (a) of this section ma y not be w a i v e d  by the [C OM MI S­

SIONER OF N A TU R AL  RE SO UR CE S UNDER AS 38.05.183 UNLESS PRIOR W R I T T E N  

N O TI C E OF PR O PO S ED  W A I VE R  IS GIVEN TO THE] board except in the case of 

n eg o ti a t e d  foreign sale that requires 1egi slat iv e a p p r o v a l .

(d ) ( R e p e a l e d ) .

(e) N o t w i t h s t a n d i n g  (a) - (c) of this section, the com m is s io ne r  

of natu ra l res ou rces ma y  dispose of ro ya lt y  oil or pas for a p e ri o d of 

30 days w i t h o u t  approv al  of the board in the case of a m a r k e t i n g  

emergency. The 30-day period m a v  be e xt en ded bv 30 a dditio na l davs 

w i t h  the a pproval  of the board.

* Sec. 6. AS 38. 06.055(a) is am e nd ed  to read:

(a) The [IN A D D I T I O N  TO THE R E C O M M E N D A T I O N  BY THE BOARD RE QU IR E D 

U NDER AS 38.06.050, THE] c o m mi s si on e r of na tu ra l  resources m a y  not 

e nter into a sale, exchange, or other dispo s it i on  of oil or gas or of 

the rights or w a i v e r  of the rights to re ce iv e  future p r o d u c t i o n  of 

r oy al ty  oil or gas un d er  AS 38.05.183 w i t h ou t  the prior ap pr ov al of 

the board [LEGISLATURE. THE L E G IS L AT U RE  M A Y  A P P R O V E  A  SALE, EXCHANGE, 

OR OT HE R D I S P O S I T I O N  OF OIL OR GAS OR  OF THE RIGHTS OR OF A W A I V E R  OF 

T HE RIGHTS TO R E CE IV E  F U TU RE  PR O DU C TI O N OF  RO YA L T Y OIL OR GAS ON LY  BY 

ENA CTING LEGISLATION].

* Sec. 7. AS 38.06.055(c) is amended to read:

(c) A  sale, exchange, or other d i s po s it i on  of oil or gas made 

under (b)(1) of this section may not be co n ti n ue d  after the end of one 

year or rene w e d with the same party to provid e relief  for m a r k e t  or 

storage con ditions  w i t h o u t  the p r io r  a pproval  of the board 

CSHE 600(Res) -6-
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[LEGISLATURE] under (a) of this section.

* Sec. 8. AS 38.06.060 is am ended to read:

Sec. 38.06.060. CONFIDE NT IALITY . N o t w i t h s t a n d i n g  AS 0 9 . 2 5 . U 0  - 

09.25.120, the board may pr ov ide by r e g u l a t i o n  for the c o n f i d e nt i al i ty  

of those documents and records in its po ss e s s i o n  or control that 

[WHICH] contain co nf id ential business or m a r k e t i n g  inf or mation the 

p ro te ction of w h i c h  is es se ntial to the p e rs o n who has s ub m it te d them 

to the board or in the jud g me n t of the bo a rd  is es se ntial to the best 

interest of the state. [SUCH CONFIDENT IA LI TY, HOWEVER, SH ALL NOT 

PRECLUDE THE PROPER R E V I E W  BY THE LEGISLATURE.]

* Sec. 9.. AS 38.06.080(1) is am en d ed  to read:

(1) "board" me an s the Alask a R o y al ty  Oil and C-as D e v e l o p­

ment  [ADVISORY] Board; and

* Sec. 10. AS 38.05.182(b) and 38.05.183(b) are repealed.

* Sec. 11. This Act takes effect immediate ly  in a cc or da nce wi th  AS 01.- 

1 0 . 0 7 0 ( c ) .
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A N A L Y S IS

CSHB#600 
9 M arch, 1984

T h e  bill would allow for sale o f ro ya lty  gas b y  other than competitive 
b idding i f  the commissioner determines th a t the best interest o f the 
state does not re q u ire  it  or that no competition e x is ts .  T h e  sale would 
req uire  approval b y  the R oyalty  Oil S Gas Development Board and the 
Legislature.

When competitive bids are re q u ire d , the commissioner would have the 
a b il ity  to reject a bid consistent w ith  state statutes.

T h e  basic procedures fb public  notice o f specific f in d in g s  and 
conclusions h'. /e  remained the same.

T h e bill would allow fo r  negotiated e x p o rt  sale, i f  the ro y a lty  oil or gas 
was not needed to meet intrastate  domestic and in d u stria l needs, and i f  
the legislature approved o f  the sale.

Sale o f ro y a lty  oil o ther than by a competitive bid would be allowed to 
in -s ta te  re f in e rs ,  i f  the commissioner found that the re fin e r had no 
other source o f  crude oil available to it at the prevailing  west coast 
market p rice, and the terms o f the negotiated sale were approved by 
the Board and the Legis lature.

T he bill re s tru c tu re s  the present Royalty  Oil & Gas Development 
A d v is o r y  B oard, calling for the new 7 member board to be made up o f 4 
members o f the le g is la tu re , 2 from the Senate and 2 from the House, 
the Commissioner o f the D N R , as a non vo tin g  member, and two public 
members with oil & gas m arketing exp e rtise . T h e  board would then 
have a u th o r ity  to ap prove or veto all sales and methods o f dispositions 
o f  ro y a lty  oil and gas. T h e  Legislature would have the a b il ity  to 
rescind any proposed sale w ith in  the f ir s t  60 days o f  a regular session, 
or 10 days o f  a special session. T h e board would not be able to 
approve a contract unless the price was equal to or greater than the 
average or p re v a il in g  net value o f a like crude sold on the west coast. 
Likewise, in a competitive b id  sale, the lowest acceptable bid would be 
e ither the weighted average in -v a lu e  price, or the average netback 
value o f a like crude solid on the west coast, or the posted price at 
Pump Station No. 1 for equivalent cru d e , w hichever is h ig h e r.

A n y  material amendments to a contract would req uire  legislative 
a p p rova l. T h e  contract would have to include p rovisions for local 
h ir in g ,  penalties for nonperform ance, and preference for refiners  and 
processors operating in the state.

T h e  bill would allow the commissioner the a u th o r ity ,  in case o f  a 
m arketing em ergency, to dispose o f  royalty  oil for a period o f  30 days 
w ithout the approval o f  the board or the leg is lature, and could extend 
the period another 30 days with board ap proval.

A c o n fid e n tia l ity  p rovis ion  is provided for confidential business or 
m arketing inform ation obtained by the board or the legislature.

AGO 7 8 6 7 8 6



A N A L Y S IS  OF NEW CS FOR HB#600 
Date: 19 M arch, 1984

T h e  major changes in the new d r a ft  o f CSHB#600 from the orig inal CS, 
heard b y  the Resources Committee Monday March 12th, deal with changes 
in the organization and language o f  the bill in o rd e r that the method 
and conditions for disposal o f  the states ro y a lty  minerals may be clearly 
understood and easily referenced b y  all concerned. T h e  s u b sta ntive  
content o f the bill is unchang ed, how ever, ove rla p p in g  and rep etitive  
sections have been deleted. A sectional analysis  follows:

Section 1 of the bill requires that the sale exchange or other disposal 
o f  minerals obtained as royalties u n d e r AS 38.05.182 , shall be by 
competitive bid to the h ighest responsible b id d e r. Subsection (a) then 
lists all the exceptions when b id d ing  shall not be req uired  when the 
Commissioner fin ds that it 's  in the best in tere st o f  the state.

1 .)  For a negotiated e xp o rt sale o f  ro y a lty  crude oil to a foreign 
c o un try  or corporation.
2 . )  A negotiated sale to an in -s ta te  re fin e r u n d e r  ( f )  o f  this 
section.
3 . )  In the case o f a marketing or storage em ergency.
4 . )  For the sale o f mineral royalties other than crude oil.

Subsection (b )  allows the Commissioner with  approval o f the board to 
reject any bid that lacks re s p o n s ib il ity , or for reasons th at are 
consistent with the criteria  o f AS 38.06.070.

Subsection (c) calls for the commissioner to n o t ify  the board in w rit in g  
i f  the commissioner determines that competitive b id d ing  should be 
waved, and to make public  the specific f in d in g s  and conclusions upon 
which the determ inations are based.

Subsection (d )  allows for the e x p o rt  sale o f  ro ya lty  oil or gas taken 
in - k in d ,  unless the commissioner determines th a t it is needed to meet 
present in -sta te  domestic and in d u stria l needs o f  an in -s ta te  re f in e r,  
and requires public  notif ication of such f in d in g s .

Subsection (e) lists the considerations for the commissioner fo: a sale o f 
royalty  oil or gas other than b y  competitive b id ,  for maximizing benefits  
to citizens of the state.

1 .)  T h e cash value offered;
2 .)  T h e projected effects o f the sale on the economy o f  the state;
3 .)  The projected b enefits  o f in -s ta te  re fin in g  or processing;
4 . )  The a b il ity  o f  the b u y e r  to su p p ly  a price b enefit  o f  the
refined product for the citizens o f the state;
5 .)  The projected social and environm ental impacts o f  the sale.

Subsection ( f )  is the criteria  u nder which the commissioner may make a 
negotiated sale o f ro y a lty  oil with the approval o f  the Royalty Oil & Gas 
Development B oard, to an in -s ta te  re fin e r. T h e subsection states that
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before a sale may be negotiated that the commissioner shall f in d  that 
the in -s ta te  re fin e r  has no other source o f  crude oil available to it at 
the p re va ilin g  west coast market price other than a negotiated purchase 
o f  state ro y a lty  o il,  and th a t the sale would be in the best interests o f 
the state according to the considerations o f  (e) in the same section.
T h e  commissioner is g ive n  10 days from the signing o f  the contract to 
submit the terms o f  sale to the board for ap proval. T he legislature 
maintains a u th o r ity  to rescind a sale u n d e r th is  section as provided in 
A S . 38.06.055 ( d ) ,  which is amended in Section 8 o f th is  b il l .

Subsection (g )  stipu lates conditions for the sale o f ro y a lty  oil.
R equiring  the price to De not less than the h ighest posted price at 
Pump Station #1 for e q u iva le n t cru d e, the weighted average netback 
value o f  North Slope c ru d e , or the weighted average value o f  North 
Slope crude sold on the west coast. Provisions are also included in 
th is  subsection th a t p ro vid e  for h ir in g  state residents, penalties for 
nonperform ance, and legislative  approval o f  any material amendments to 
the contract.

Subsection ( h )  calls for the commissioner to submit a report showing 
the immediate and long range domestic and industria l needs o f  the state 
for oil and gas, and an analysis  o f how the needs are to be met, w ith in  
10 days o f  the convening o f  a regular session o f  the legislature.

Subsection ( i )  removes A S . 38.05.035 (a) (1 4 ),  Powers and duties of 
the d irector from a p p ly in g  to a sale o f oil or gas u nder th is  section. 
T h is  eliminates o ve rla p p in g  a u th o r ity  found in th is  statute.

Section 2, drops the term a d viso ry  from the Alaska R oyalty  Oil and Gas 
Development [A d v is o r y ]  Board.

Section 3, reconstructs the Board to consist o f  two members o f  the 
Senate, two members o f  the House, the commissioner o f natural 
resources as a no nvo tin g  member, and two public  members.

Section 4, amends AS 38.06.025 M e m b e r s h ip , ( b ) , by adding the word 
marketing to the fist o f  petroleum related e \p e rie n c e  that public 
members o f  the board are to possess, and replaces the word [H IS ] 
with "the g o v e r n o r 's pleasure for three year staggered terms and 
confirmed by a vote o f  a m ajority o f  the members of the legislature in 
jo int session".

Section 5, g ive s  the board a u th o r ity  to examine, and approve or 
d isapprove all proposed sales, exchanges or th e r disposal o f ro yalty  oil 
or gas, b y  repealing AS 38.06.040, and reenacting it to have such 
powers.

Section 6, repeals AS 38.06.050 BOARD A P P R O V A L , and reenacts it 
provicTTng for board approval o f  all d isposition o f oil or gas, an adding 
an emergency p rovis ion  that allows the commissioner to dispose o f 
ro ya lty  oil or gas for a period o f  30 days without approval o f the board 
or iegisiature in the case o f  a m arketing o r  storage em e ig e n c y. Also 
allows the 30 day period to be extended with approval o f the board.
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Sect'on 7, allows the board to approve a negotiated sale o f  ro y a lty  oil 
or gas to a foreign c o u n try  or corporation as long as it is approved by 
an act of the leg is lature.

Section 8, adds a new subsection to AS 38,05.055 th at allows the 
legislature to rescind a negotiated sale to an in -s ta te  re f in e r  w ith in  60 
days d u rin g  a reg ular session, and w ith in  10 days o f a special session 
called for such purpose.

Section 9, provides for confid e n tia lity  of business or m arketing 
information essential to the person who has subm itted them to the 
board.

Section 10, drops the word ad viso ry  from the d e fin it io n  o f  the "b oard".

Section 11, amends AS 38.06 by adding a section to read: "Sec. 
38.06.090 A P P L IC A B IL IT Y  OF O TH ER  LAW. AS 33.05.035 (a) (14) does 
not ap ply  to a sale, exchange, or other disposal o f  oil or gas u nder 
th is  c h a p ter."  In o rd er to c la r ify  the statutes.

Section 12, repeals statutes that are no longer necessary.
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Original sponsors: Cowdery, Lindauer,
Bussell and B e t t i s w o r t h

Sofo / /
3/19/84 y /

IK THE HOUSE BY THE R E S O U R C E S  COMMITTEE

CS F O R  H O U S E  BILL NO. 600 (Resources)

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

T H I R T E E N T H  L E G I S L A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An Act r e l a t i n g  to r o y a l t y  oil; and p r o v i d i n g  for an

effective date."

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

* Section 1. AS 38.05.183 is amended to read:

Sec. 38.05.183. SALE OF ROYALTY. (a) The sale, e x c h a n g e  or

other disposal of a m i n e r a l  o b t ained b y  the state as a r o y a l t y  under

AS 38.05.182, or the sale, exchange or other disposal in w h o l e  or ill 

part of a right to receive future m i n e r a l  p r o d u c t i o n  u nde r a state 

lease under AS 38.05.005 - 38.05.370, shall be by compe t i t i v e  bid and 

the sale, exchange or other disposal m a d e  to the h i ghe st res pon s i b l e  

b i d d e r . Com petitive [, E X C E P T  T H A T  COMPETITIVE] b i d d i n g  is not r e­

quired when the commissioner, after prior w r i t t e n  notice to the Alaska 

Royalty Oil and Gas Devel o p m e n t  [ADVISORY] Board u nder AS 38.06.050, 

determines that the best interest of the state does not r e qui re it and 

the sale is: f'
e ,r

(1) a n e g o t i a t e d  'export! sale of o i l ^to a foreign count ry or 

c o r p o r a t i o n ;

(2) a sale of oil to an in-state r e finer or p r o c e s s o r  u n d e r

(f) of this section;
t

(3) an e m e r g e n c y  sale of oil u n d e r  AS 38.06.050(b); or

(4) a sale of m i n eral royalties o t h e r  than oil [OR T H A T  NO 

COMPETITION E X I S T S ].

(b) When compet itive bids are required, the commissioner, after 

prior w r i tten n o t ice to the A l a s k a  Royalty Oil and Gas D e v e l o p m e n t

-1- CSHB 6 0 0 (Res)
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[ADVISORY] Board, m a y  r e j e c t  all bids if the c o m m i s s i o n e r  w i t h  the 

approval of the b o a r d  [HE] determines that b e c a u s e  of the amount of 

the bids, the lack of r e s p o n s i b i l i t y  on the part of the bidders, or

for reasons c o n s i s t e n t  w i t h  the criteria set out in AS 38.06.070, the

acceptance of the bids w o u l d  not be in the best interest of the state.

(c) If the c o m m i s s i o n e r  determines that a sale, exchange or 

other disposal of a m i n e r a l  obtained by the state as a r o yalty under 

AS 38.05.182 or of a right to receive future m i neral produc t i o n  under 

a state lease under AS 38.05.005 - 38. 05.370 shall be m a d e  otherwise 

than by c ompe titive bid, and in the case of a sale of oil or gas the 

Alaska Royalty Oil and Gas De vel o p m e n t  [ADVISORY] Board has been 

n o t i f i e d  in w r i t i n g  of that determination, the commis s i o n e r  shall make  

public in w r i t i n g  the s p e cific findings and conclusions  upon w h i c h  

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

(d) Oil or gas tak en in kind by the state as its royalty share 

may [NOT] be sold or o t h e r w i s e  disposed of fox export from the state 

unless [UNTIL] the c o m m i s s i o n e r  determines that the royalt y - i n - k i n d

oil or gas is n e e d e d  under (f) of this section [SURPLUS] to meet the 

present [AND PROJECTED] intrastate domestic and industrial needs of an 

in-state refiner or p r o c e s s o r . The c o mmissioner shall make public, in 

writing, the s p e cific findings and reasons on w h i c h  the co mmissioner's 

[illS] determ i n a t i o n  is b a s e d  [AND SHALL, W I T H I N  10 DAYS OF TH E C O N V E N­

ING OF A R E G U L A R  S E S S I O N  OF T H E  LEGISLATURE, S UBMIT A  REPORT SHOWING 

THE IMMEDIATE A N D  L O N G - R A N G E  DOMESTIC AND I N D U S T R I A L  NEEDS OF THE
t

STATE FOR OIL A N D  GAS A N D  AN ANALYSIS OF H O W  T H E S E  NEEDS A R E  TO BE 

MET] .

(e) When a sale, e x c h a n g e  or other' disposal of oil or gas taken 

in kind by the state as its royalty share, or a sale, exchange or 

other disposal in w h o l e  or in part of a right to receive future

CSHB 6 0 0 (Res) -2-
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royalty oil or gas, u n d e r  a state lease u n d e r  AS 38.05.005 - 38.05.370 

is made other than by competitive bid, the sale, exchange or other 

disposal shall be a w arded by the commis s i o n e r  to the p r o s p e c t i v e  buyer 

w hose proposal offers the m a x i m u m  benefits to c i t izens of the state. 

The commissioner shall consider

(1) the cash v alue offered;

(2) the p r o j e c t e d  effects of the sale, exchange  or other

disposal on the economy of the state;

(3) the p r o j e c t e d  benefits of r e f i n i n g  or p r o c e s s i n g  the 

oil or gas in the state;

(4) the a b ility  of the p r o s p e c t i v e  buyer to provide refined 

products or b y - p r o d u c t s  for di stri b u t i o n  and sale in the state with 

price or supply benefits to the citizens of the state; and

(5) the p r o j e c t e d  social and e n v i r o n m e n t a l  impacts of the 

transaction [CRITERIA L I S T E D  IN AS 38.06.070(a)].

(f) The comm is s i o n e r  may make a n e g o t i a t e d  sale of royalty oil 

under (a) of this section if the Royalt y Oil and Gas Development Board 

approves of the sale and the commi ssioner finds that the p r o p o s e d 

purchaser is an in-state refiner  or p r o c e s s o r  w i t h  no other source of 

crude oil avail able to it at the p r e v a i l i n g  m a r k e t  price o f like crude

oil disposed of in P e t r o l e u m  All oca t i o n  Defense District No. 5, other

than a n e g o t i a t e d  pur chase of state royalty oil, and a negoti a t e d  sale 

would be in the best interest of the state ba sed on the criteria 

contained in (e) of this section. The c o m m i s s i o n e r  shall submit to 

the board the terms of a proposed  sale u nder this subsection w i t h i n _L_0 

davs after the signing of a contract for that sale. The legislature 

may rescind a sale under this s u bsection as p r o v i d e d  in AS 38.06.- 

0 5 5 ( d ) .

(g) The c o m m i s s i o n e r  may enter a contract for the sale,

-3- C511B 6 0 0 ( R e s ) 
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exchange, or o ther d i s p o s i t i o n  of roy a l t y  oil only if: (1) the- c o n­

tract price is not less than the highest p o s t e d  price at Pump Station 

No. 1 for equiva l e n t  crude, the w e i g h t e d  a v erage n e t b a c k  value o f 

North Slope crude, or the weighted avera ge n e t b a c k  value of North 

S l ope crude sold in P e t r o l e u m  A llocat ion Defense District No. 5, 

w h i c hever is higher; (2) the contract co ntains a provision for the

hiring of residents  of the state: (3) the contract contains Densities
T — . i - —  . - —  ■ ' I ... . - ■ . . —  —  —  ■ . , —  .

for n onperformance; (4) a m aterial ame ndment to the contract n a v  be 

made onlv with the a p p r o v a l  of the legislature. The commissioner

shall give a p r e f e r e n c e  to refiners and pr ocessors operating in the 

s t a t e .

(h) W ithin 10 days of the convening of a regular session of the 

legislature the c o m m i s s i o n e r  shall submit: a report showing the i m m e d i­

ate and long-range d o m e s t i c  and industrial needs of the state for oil 

and gas and an analysis of how these needs are to he met.

(i) AS 38 . 05 . 035 (a ) (14) does not a p p l v  to a sale, exchange, or

other disposal of oil or gas under this section.

* Sec. 2. AS 38.06.020 is a m e n d e d  to read:

Sec. 38.06.020. ESTABLISHMENT. T h e r e  is e st ablished in the 

Lepartncr.c of Commerce and Economic D e v e l o p m e n t  the A l aska Royalty Oil 

and Gas D e v e l o p m e n t  [ADVISORY] Board.

* Sec. 3. AS 38.06.025(a) is amended to read:

(a) The b o a r d  co nsi s t s  of two m e mbers of the senate app ointed by 

the pr esident of the senate, two members of the house of r e p r e s e n t a­

tives appointed  by the speaker of the house. [THE C O M M I S S I O N E R  OF 

COMMERCE AND ECONO M I C  DEVELOPMENT; THE C O M M I S S I O N E R  OF REVENUE;] the 

commissioner of n a t u r a l  resources, who is a n o n v o t i n g  m e m b e r ^  [;] and 

two [THREE] public members.

* Sec. 4. AS 38.06.025(b) is amended to read:

CSHB 6 0 0 (Res) -4-
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(b) Each of the public members shall possess exper i e n c e  in 

pe t r o l e u m - r e l a t e d  fields in such areas as m a r k e t i n g  exploration, 

development, p r o d u c t i o n  and economics, a n d  shall be a p p o inte d by the 

governor to serve at the governor's [HIS] p leas u r e  for three-year 

staggered terms and c o n f irmed by a vote of a m a j o r i t y  of the members 

of the l e g i s l a t u r e  in joint session. T h e  public m e mbers .may not be 

state o f f i c e r s  or employees.

* Sec. 5. AS 38.06.040 is repealed and r e e n a c t e d  to read:

Sec. 38.06.040. POWERS AMD D U T I E S  OF THE BOARD. The board 

shall e x a m i n e  p r o p o s e d  sales, exchanges or other disposal of, and

approve or disap p r o v e  a proposed sale, exchange  or other disposal of 

(1) the oil or gas that is obtained b y  the state as royalty under

AS 3 8 . 0 5.182 or (2) the rights to r e ceive future oil or gas production

under state leases. The board shall r e c o m m e n d  to the commissioner of 

natural r e s o urces the conditions r e l a t i n g  to the sale, delivery, 

transportation, r e f i n i n g  oi processing  of oil or gas w h i c h  the

co m m i s s i o n e r  may include in the offer and sale of oil or gas obtained 

by the state as royalty under AS 38.05.182. ^

* Sec. 6. AS 38.06.050 is repealed and r e e n a c t e d  to read:

Sec. 30.06.053. BOARD APPROVAL. (a) A  sale, exchange, e n c u m­

brance, or other d isposit ion of oil or gas or of the rights or w aiver 

of the rights to r e c e i v e  future p r o d u c t i o n  of royalt y oil or gas m a y  

not be m a d e  by the comm issioner of n a t u r a l  resource s under AS 38.05.- 

183 w i t h o u t  p rior approval of the p r o p o s e d  sale, exchange, encumbrance 

or o t h e r  d i s p o s i t i o n  by the board.

(b) N o t w i t h s t a n d i n g  (a) of this section, the commissioner of

?
natural resou rces m a y  dispose of r o y a l t y  oil or gas for a period of

days w i t h o u t  appro val of the board or legis l a t u r e  in the case of a
40

m a r k e t i n g  or storage emergency. T h e  pff-day p eriod m a y  be e x t end ed

-5- CSHB 6 0 0 (Res)
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with the approval of the board.

* Sec. 7. AS 38.06.055(a) is amended to read:

(a) In addition to the approval [RECOMMENDATION] by the boar d 

re q ui red under AS 38.06.050, the c ommis s i o n e r  of natural resources 

may not enter into a sale, exchange, or other disposition of oil or 

gas or of the rights or waiver of the rights to receive future

p r o d u c t i o n  of royalty oil or gas with  a foreign country or corporation 

under AS 38.05.183 w i t h o u t  the prior a p p roval of the legislature. The 

legislature m a y  approve a sale, exchange, or other disposition of oil 

or gas or of the rights or of a waiver of the rights to receive future 

p r o d u c t i o n  of r e a l t y  oil or gas only by enacting legislation.

* Sec. 8. AS 38.06.055 is amended by a d ding a new subsection to read:

(d) Resci s s i o n  by the legislature of a sale to an in-state 

r e finer under AS 38.05.183(f) shall occur w i t h i n  60 days of when the 

board m ake s its d e c i s i o n  if the legislature is in session when the 

board makes its decision, within 60 days after convening the next

r e gular session if the legislature is not in session w h e n  the b o a r d  

makes its decision, or w i t h i n  10 days after convening a special 

session called for the purposes of c o n s i d e r i n g  the board's decision, 

w h i c h e v e r  is the e a r lier date.

* Sec. 9. AS 38.06.060 is amended to read:

Sec. 38.06.060. CONFIDENTIALITY. N o t w i t h s t a n d i n g  AS 09.25.110 - 

09.25.120, the board m a y  provide by r e g u l a t i o n  for the c o n f i d enti ality 

of these documents and records in its p o s s e s s i o n  or control that 

[WHICH] conta in c o n f i d e n t i a l  business or m a r k e t i n g  information the 

p r o t e c t i o n  of w h i c h  is essential to the p e r s o n  who has submitted them 

to the bo ard or in the judgment of the b oard is e ssential to the best 

interest of the state. [SUCH CONFIDENTIALITY, HOWEVER, SHALL NOT 

P R E CLUDE THE P R O P E R  R E V I E W  BY THE LEGISLATURE.]

CSHB 600(Res) -6-
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* Sec. 10. AS 38.06.080(1) is amended to read:

(1) " b o a r d” means  the A l a s k a  R o y a l t y  Oil and Gas D e v e l o p­

ment  [ADVISORY] Board; and

* Sec. 11. AS 38.06 is a m e n d e d  by a dding a n e w  section to read:

Sec. 38.06.090. A P P L I C A B I L I T Y  OF O T H E R  LAW. AS 3 8 . 0 5 . 0 3 5 ( a ) (14)

does not apply to a sale, exchange, or other disposal o f . o i l  or gas 

under this chapter.

* Sec. 12. AS 38.05.182(b) and AS 38.06.055(b) and (c) are repealed.

* Sec. 13. This Act takes effect i m mediate ly in accord ance w i t h  AS 0.1.-

1 0 . 0 7 0 ( c ) .
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§ 38.05.183 P u b l ic  L a n d s § 38.05.1S3
gas shall be taken in kind unless the commissioner determines that the 
taking in money would be in the tes t interest of the state.

(b) The commissioner shall submit a determination to take royalty 
in money to the legislature at the first opportunity during a current 
session or, if the legislature is not in session, at the next regular ses­
sion. The legislature, within 60 days or by the adjournment of the 
session, whichever comes sooner, may revoke the determination by 
concurrent resolution. (§ 1 ch 56 SLA 1970; am § 7 ch 71 SLA 1971; 
am S 1 ch 9 SSSLA 1974; am § 5 ch 218 SLA 1976; am § 1 ch 146 SLA 
1977; am § 8 ch 112 SLA 1980)

E ffe c t o f  am end .ncn ts. — The 1980 inoui}'” following "best interest o f the 
amendment deleted " ill" following "in state,” and in subsection (b), deleted 
kind unless," and deleted "and (2) the "approved under (a) o f this section" 
Alaska Royalty O il and Gas Development following "to take royalty in money.” 
Advisory Board approves the taking in

N O T E S  T O  D E C IS IO N S

Quo ted  in McKinnon v. Alpetco Co..
Sup. C l. Op. No. 2113 (File No. 5o*16). 633 
I’.2d 281 U981).

Sec. 38.05.183. Sale of royalty, (a) The sale, exchange or other 
disposal of a mineral obtained by the state as a royalty under AS 
38.05.182, or the sale, exchange or other disposal in whole or in part 
of a right to receive future mineral production under a state lease 
under AS 38.05.005 — 38.05.370, shall be by competitive bid and the 
sale, exchange or other disposal made to the highest responsible bidder, 
except that competitive bidding is not required when the commis­
sioner, after prior written notice to the Alaska Royalty Oil and Gas 
Development Advisory Board under AS 38.06.050, determines that the 
best interest of the state does not require it or that no competition 
exists.

(b> When competitive bids are required, the commissioner, after 
prior written notice to the Alaska Royalty Oil and Gas Development 
Advisory Board, may reject all bids if he determines that because of the 
amount of the bids, the lack of responsibility on the part of the bidders, 
or for reasons consistent wit h the criteria set out in AS 38.06.P70, the 
acceptance of the bids would not be in the best interest of the state.

tel If the commissi •* determines that a sale, exchange or other 
disposal of a mineral obtained by the state as a royalty under AS 
38.05.182 or o right to receive future mineral production under a 
•date lease under AS 38.05.005 — 38.05.370 shall be made otherwise 
than by competitive bid, and the Alaska Royalty Oil and Gas 
Development Advisory Board has been notified in writing of that deter­
mination, the commissioner shall make public in writing the specific 
findings and conclusions upon which that determination is based.

59
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§ 38.05.183 A l a s k a  S t a t u t e s  S u p p l e m e n t § 38.05.183
(d) Oil or gas taken in kind by the state as its royalty share may not 

be sold otherwise disposed of for export from the state until the 
commissioner determines that the royaltv-in-kind oil or gas is surplus 
to the present and projected intrastate domestic and industrial needs. 
The commissioner shall make public, in writing, the specific findings 
and reasons on which his determination is based and shall, within 10 
days of the convening of a regular session of the legislature, submit a 
report showing the immediate and long-range domestic and industrial 
needs of the state for oil and gas and an analysis of how these needs are 
to be met.

(e) When a sale, exchange or other disposal of oil or gas taken in kind 
by the state as its royalty share, or a sale, exchange or other disposal 
in whole or in part of a right to receive future royalty oil or gas. under 
a state lease under AS 3 oJ.005 — 38.05.370 is made other than by 
competitive bid. the sale, exchange or other disposal shall be awarded 
by the commissioner to the prospective buyer whose proposal offers the 
maximum benefits to citizens of the state. The commissioner shall 
cor.siue.

(1) the cash value offered:
12) the projected effects of the sale, exchange or other disposal on the 

economy of the state;
(3) the projected benefits of refining or processing the oil or gas in 

the state;
(‘1) the ability of the prospective buyer to provide refined products or 

by-products for distribution and sale in the state with price or supply 
benefits to the citizens of the state; and

(5) the criteria listed in AS 38.06.070(a). (§ 1 ch 56 SLA 1970; am 
S 3 ch 9 SSSLA 1974; am 9, 10 ch 112 SLA 1980,

E ffe c t o f  u inondm cnts. — The iS)80 
amendment, in subsection uO, substituted 
"after prior vritlcn notice to" for "with the 
prior written approval o f  and "under AS 
38.06.050“ lor "where applicable." near 
the end o f I he subsection; in subsection <1)1, 
substituted "after prior written notice to" 
for "with the prior written approval o f ;  in

subsection (cl, substituted "lias been 
notified in writing o f  for "where 
applicable lias approved"; in subsection 
(ill, deleted "with the approval of the 
Alaska Royalty Oil and (ins Development 
Advisory Hoard" following "until the com ­
missioner"; and added subsection (el.

N O T E S  if) DECISIONS

W aiver o f com petitiv e  b idd ing. — An 
initial waiver o f competitive bidding and n 
second waiver at the time of amendment 
removed any obligation to open the

contract In competitive bidding. 
McKinnon v. Alpetco Co.. Sup. C l. Op. No. 
24131f i le  No. 5B40),333 P,2d iiKl 11981k

60
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Sec. 38.0(5.020. Establishment. There is established in the Depart­
ment of Commerce and Economic Development the Alaska Royalty Oil 
and Gas Development Advisory board. (S 2 ch 9 SSSLA 1974: am § 1 
ch 112 SLA 19S0)

E ffe c t o f  am endm ents. — The 1980 Economic Development" for "Natural 
amendment substituted "Commerce and Resources."

Sec. 38.0(5.025. Membership, (a) The board consists of'.he commis­
sioner of commerce and economic development: the commissioner of 
revenue; the commissioner of natural resources, who ts a nonvotinir 
member; and three public members.

(b) Each of the public members shall possess experience in 
petroleum-related fields in such areas as exploration, development, 
production and economics, and shall be appointed by the governor to 
serve at his pleasure for three-year staggered terms and confirmed by 
a vote of a majority of the members of the legislature in joint session. 
The public members may not be state officers or employees.

(c) A chairman shall be elected by the hoard from among the public 
members.

(d) A public member, upon the expiration of his term, shall continue 
to hold office until his successor is appointed and qualifies.

(e) Vacancies in public membership shall be filled in the same 
manner as original appointment. An appointee to fill a vacancy shall 
hold office for the balance of the term for which his predecessor on the 
hoard was appointed. A vacancy in board membership dies not impair 
the authority of a quorum of the board members to exercise all the 
powers and duties of the board. (S 2 ch 9 SSSLA 1974; am si 8 ch 207 
SLA 1975; am S 2 ch 112 SLA 1980)

E ffec t o f  iimoiulment*!. — The 1980 
iimundmunt restructured the section into 
present subsections tit) — to); in subsection 
(a), substituted "commerce and economic 
development" lor "natural resources, who 
is chairman," substituted a semi-colon for

n comma following "commissioner of reve­
nue,” and inserted "the commissioner of 
natural resources, who is a nonvnting 
member"; added the provisions of subsec­
tion i d ;  and substituted "until" for "under" 
in subsection td).

Sec. 38.0(5.035. Meetings, rules, quorum , votes required; con­
flict of interest, (a) The board shall prescribe its own rules of proce­
dure. It shall meet til a time and place determined by the chairman, 
and at other times and places as the chairman, or a majority of the 
hoard members, considers necessary. A quorum is a majority of the 
voting members of the board. The votes of the board members shall be 
recorded. Effective action to carry out the powers granted under AS 
38.06.010 — 38.06.080 requires the affirmative vote of a majority of the 
hoard members. No hoard member may, with respect to a matter before 
the hoard, vote for or on behalf of another member of the board.
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§ 38.06.040 P u b l i c  L a n d s  § 3S.06.040

(b) No member of the board may act upon a matter in which his 
relationship with any person creates a conflict of interest. No board 
member may have an official connection with or hold stock or securities 
in. or have a pecuniary interest in, a corporation, company or associa 
tion engaged in the production or transportation of oil or gas. (S 2 ch 
9 SSSLA 1974; am § 3 ch 112 SLA 1980)

E ffec t o f  am endm ents. — The 1980 "voting" preceding "members';'m the third 
amendment, in subsection (al, inserted sentence.

Sec. 38.06.040. Powers and  duties of the board, a) The board 
shall

(1) in accordance with the criteria set out in AS 38.0C.070 develop 
a plan for the wise development of the state’s oil and gas royalty 
interests; the plan of development shall be consiv.ent with

(A) growth of the private sector of the economy;
(B) environmental standards required by law; and
(C) public fiscal stability;
(2) hold public hearings on proposed sales, exchanges, or other 

disposals of royalty oil or gas to determine whether the proposals com­
ply with AS 38.06.070;

i3> examine proposed sales, exchanges or other disposal of. and 
recommend tc the legislature that it approve or disapprove a proposed 
sale, exchange or other disposal of

(A) the oil or gas that is obtained by the state as royalty under AS 
3S.05.182; or

iB) the rights to receive future oil or gas production under state 
■eases: and

(4) recommend to the commissioner of natural resources the condi­
tions relating to the sale, delivery, transportation, refining or pro­
cessing of oil or gas which he may include in the offer and sale of oil 
or gas obtained by the state as royalty under AS 38.05.182.

ib) The board may
<1) direct the commissioner of natural resources to solicit 

development plans or bids consistent with the criteria set out in AS
08.06,070 for

i A) the sale, exchange or other disposal of oil or gas obtained by the 
state as royalty under AS 38.05.182; or

iBl the sale, exchange or other disposal of all or a portion of the 
rights to receive future oil or gas production under a state lease;

< 2> employ an executive director, and contract for the services of 
professionals, persons with knowledge of economics and other disci­
p lin e s , and persons with technical skills who may he necessary to assist 
i he bottl'd in the exercise of its powers and duties; and

tit) adopt regulations under the Administrative Procedure Act (AS 
11.(!2. O il)  — 44.62.650) that are necessary for the exercise of its powers 
and duties. (S 2 ch 9 SSSLA 1974; am S 4 ch 112 SLA 1980)
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§ 38.06.050 A l a s k a  S t a t u t e s  S u p p l e m e n t 38.06.055
E ffe c t o f am endm ents. — The 19S0 

amendment rewrote the section.

Sec. 38.06.050. Board review and recommendation required.
(ai If legislative approval is required by AS 3S.06.055. a sale, exchange, 
encumbrance, or other disposition of oil or gas or of the rights or waiver 
of the rights to receive future production of royalty oil or gas may not 
be made by the commissioner of natural resources under AS 38.05.183 
without prior review of the proposed sale, exchange, encumbrance or 
other disposition by the board. A written recommendation of the board 
on the proposed sale, exchange, encumbrance or other disposition of oil 
or gas or of the rights or waiver of the rights to receive future produc­
tion of royalty oil or gas shall be submitted to the legislature at the 
time a resolution approving the proposed sale, exchange, encumbrance 
or other disposition is introduced in the legislature.

(b) Bids or applications for the purchase of royalty oil or gas may be 
rejected by the commissioner of natural resources if prior written 
notice of the proposed disapproval is given to the board.

(c) Competitive bidding in a sale, exchange or other disposition de­
scribed in (a) of this section may not be waived by the commissioner of 
natural resources under AS 38.05.183 unless prior written notice of 
proposed waiver is given to the board.

(d) (Repealed). (§ 2 ch 9 SSSLA 1974: am S 5 ch 112 SLA 1980)

E ffe c t o f  am endm ents. — The 1980 
amendment, in subsection in), substituted 
"If legislative approval is required by AS 
38.06.055, a" for "No" at the beginning of 
the subsection, inserted "not" preceding 
"be made by" near the middle o f the first 
sentence, deleted "the" following "AS 
38.05.183 without” near the middle of the 
first sentence, substituted "review o f the 
proposed sale, exchange, encumbrance or 
other disposition by" for "written approval 
ol" in the first sentence, and added the sec­
ond sentence; in subsection (In, deleted 
"not" following "oil or gas may," substi­
tuted " i f  for "without the" preceding

"prior written," and substituted "notice o f 
tile proposed disapproval is given to" for 
"approval o f ’; in subsection icl. substituted 
"unless" for "without the" preceding "prior 
written," and substituted "notice of 
proposed waiver is given to" for "approval 
o f ’; and deleted former subsection id), 
which read: "The board may require condi­
tions relating to the sale, delivery, trans­
portation. or refining or processing within 
the state to be included by the commis­
sioner o" natural resources in the offer of 
and sale by competitive bidding o f oil or 
gas obtained by the state as royalty under 
AS 38.05.182."

N O  TES T O  D E C IS IO N S

Stated in McKinnon v. Alpetco Co.. 
Sup. C t. Op. No. 3313 (File No. 5546), 633 
IVJd 381 11981).

Sou. 38.06.055. Legislative approval, (a) In addition to the recom­
mendation by the board required under AS 38.06.050, the commis­
sioner of natural resources may not enter into a sale, exchange, or other 
disposition of oil or gas or of the rights or waiver of the rights to receive 
future production of royalty oil or gas under AS 38.05.183 without the
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S 3S.06.060 P u b l i c  L a n d s § 38.06.070

prior approval of the legislature. The legislature may approve a sale, 
exchange, or other disposition of oil or gas or of the rights or of a waiver 
of the rights to receive future production of royalty oil or gas only by 
enacting legislation, 

ib) The provisions of (a) of this section do not apply to
(1) the sale, exchange, or other disposition of oil or gas for one year 

or less if the sale, exchange, or other disposition is entered into to 
relieve storage or market conditions;

t2) contracts for the sale of state-owned royalty gas or oil that specify 
the sale and delivery of not more than

(A) -100 barrels of crude oil per day;
(B) 460 barrels of natural gas liquids per day: and 
I C l 2,400 Mcf of natural gas per day.
«c) A sale, exchange, or other disposition of oil or gas made under 

i b it 11 of this section may not be continued after the end of one year or 
renewed with the same party to provide relief for market or storage 
conditions without the prior approval of the legislature under (a) of this 
section. t$ 2 ch 9 SSSLA 1974; am S 2 ch 146 SLA 1977; am § 1 ch 131 
SLA 197S: am S 6 ch 112 SLA 1980)

E ffect o f  am endm ents. — The 1978 
amendment .substituted ''storage or 
market conditions" for "a shortage of 
•torage capacity" at the end o f the first 
sentence o f subsection ta>. added the sec­
ond sentence of that subsection, and 
deleted ’L'ntil July 1. 1975" from the 
beginning -if subsection «b).

The 1980 amendment rewrote the .sec­
tion.

O p in ion s  ot attorney general. — The 
legislature may not conditionally approve 
a contract since such conditional accep­
tance is in law a rejection of the offer and 
the contract would have to be returned for 
renegotiation. February 23, 1977, Op. 
Att’v Gen.

N O T E S  T O  D E C IS IO N S

Quo ted  in McKinnon v. Alpctco Co- 
Sup. C l. Op. No. 2113 (File No. .V)-l(>). (>33 
I*.2d 231 119811.

Sec. 38.06.060. Confidentiality.

O p in ion s o f  a ttorn ey  general. — The
chairman o f the Alaska Royalty O il and 
Gas Development Advisory Hoard may 
accurately represent to various private 
companies that documents they provide to 
ihe hoard may he held confidential and 
will not be subject to public disclosure, pro­

vided that the hoard determines that they 
should remain confidential, and in addi­
tion. the commissioner may advise the 
companies that documents which the 
hoard determines will not he kept confi­
dential wiil he returned to them. 
Septcinbci 2t>. 1977. Op. Atl'v Gen.

Sec. 38.06.070. Criteria. ta> In I lit; exerci.se of its powers under AS 
3S.06.040d) — (2) and 38.06.050 the board shall consider 

d> the revenue needs and projected fiscal condition of the state;
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8 38.06.070 A l a s k a  S t a t u t e s  S u p p l e m e n t § 3S.06.07l)
(2) the existence and extent of present and projected local and 

regional needs for oil and gas products and by-products, the effect of 
state or federal commodity allocation requirements which might be 
applicable to those products and by-products, and the priorities among 
competing needs;

(3) the desirability of localized capital investment, increased 
payroll, secondary development and other possible effects of the saie. 
exchange or other disposition of oil and gas or both;

(4) the projected social impacts of the transaction;
(5) the projected additional costs and responsibilities which could be 

imposed upon the state and affected political subdivisions by 
development related to the transaction;

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

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

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

(b) When it is economically feasible and in the public interest, the 
board may recommend to the commissioner of natural resources, as a 
condition of the sale of oil or gas obtained by the state as royalty, that

(1) the oil or gas be refined or processed in the state;
(2) the purchaser be a refiner who supplies products to the Alaska 

market with price or supply benefits to state citizens; or
(3) the purchaser construct a processing or refining facility in the 

state.
(c) The board shall make a full report to the legislature on each 

criterion specified in (a) or lb) of this section for any disposition of 
royalty oil or gas which requires legislative approval. The board’s 
report shall be submitted for legislative review at the time of resolution 
for legislative approval of a proposed disposition of royalty oil or gas is 
introduced in the legislature. (S 2 ch 9 SSSLA 1974; am S 2ch 131 SLA 
1978; am § 7 ch 112 SLA 1980)

E ffect o f  (intendments. — The 1978 Th. 1980 amendment rewrote subsets 
amendment added subsection (cl. tion tb).

N O T E S  T O  D E C IS IO N S

(Juotctl in McKinnon v. Alpetco Co.,
Sup. Ct. Op. No. 2413 (Kilo No. fuVKii, 333 
I\2d 281 (l«J81l.
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R E M A R K S  V /  K A Y  BRO W N ,  D I R E C T O R  
D i v i s i o n  of  O i l  a n d  Gas 

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

on
P r o p o s e d  CS for HB  600 (Resources) 

M a r c h  13, 1984

Mr. C h a i r m e n ,  m e m b e r s  o f  the C o m m i t t e e  - F o r  t h e  r e c o r d  I ' m  
K a y  Brown, d i r e c t o r  o f  the D i v i s i o n  o f  O i l  a n d  Gas, 
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .  T h a n k  y o u  for th i s  
o p p o r t u n i t y  to a d d r e s s  the p r o p o s e d  R e s o u r c e s  C o m m i t t e e  
S u b s t i t u t e  for H o u s e  B i l l  600, w h i c h  r e v i s e s  the r o y a l t y  
d i s p o s i t i o n  s t a t u t e s .

I'd l i k e  to a d d r e s s  in m o r e  d e t a i l  the g e n e r a l  c o n c e p t s  
C o m m i s s i o n e r  W u n n i c k e  h a s  o u t l i n e d .  M o s t  of m y  c o m m e n t s  
t o d a y  a r e  f o c u s e d  o n  t h e  c h a n g e s  p r o p o s e d  in the CS, but, as 
C o m m i s s i o n e r  W u n n i c k e  m e n t i o n e d ,  t h e r e  a r e  a n u m b e r  o f  o t h e r  
c h a n g e s  w e  w o u l d  l i k e  to see if a c o m p r e h e n s i v e  r e w r i t e  of 
t h e s e  s t a t u t e s  is u n d e r t a k e n .

W e  b e l i e v e  the s t a t u t e s  c o u l d  be i m p r o v e d  b y  c o n s o l i d a t i n g  
and c l a r i f y i n g  p r o c e d u r a l  r e q u i r e m e n t s  for r o y a l t y  sales.
As w r i t t e n ,  the p r o p o s e d  CS d o e s  n o t  a c c o m p l i s h  t h i s  goal. 
G e n e r a l l y ,  I b e l i e v e  w e  c o u l d  r e l y  on  the g e n e r a l  T i t l e  38 
d i s p o s i t i o n  p r o c e d u r e s  in A S  3 8 . 0 5 . 0 3 5  and .345, w h i c h  a p p l y  
to all d i s p o s a l s  o f  i n t e r e s t  in S t a t e  la n d  o r  r e s o u r c e s ,  and 
th a t  m a n y  of the s e p a r a t e  p r o c e d u r a l  r e q u i r e m e n t s  in 
AS 3 8 . 0 5 . 1 8 2 ,  .183 a n d  A S  38.06 c o u l d  be  c o n s o l i d a t e d ,  or 
e l i m i n a t e d .  A l t e r n a t i v e l y ,  r o y a l t y  d i s p o s i t i o n s  c o u l d  be 
e x e m p t e d  f r o m  .035 a n d  .345. W h i c h e v e r  a p p r o a c h  is 
p r e f e r r e d ,  t h e s e  c o n f l i c t i n g  a n d  o v e r l a p p i n g  p r o c e d u r a l  
r e q u i r e m e n t s  s h o u l d  b e  r e c o n c i l e d .

The s t a t u t e  s h o u l d  c l e a r l y  s t a t e  w h e n  c o m p e t i t i v e  b i d d i n g  is 
or is n o t  r e q u i r e d .  T h e  p r o p o s e d  CS a d d r e s s e s  the 
d e t e r m i n a t i o n  to s e l l  r o y a l t y  r e s o u r c e s  by c o m p e t i t i v e  bid 
or n e g o t i a t e d  s a l e  in s e v e r a l  p l a c e s .  F o r  c l a r i t y ,  the 
e x e m p t i o n s  f r o m  c o m p e t i t i v e  b i d d i n g  s h o u l d  be c o n s o l i d a t e d  
into a s i n g l e  s e c t i o n .  W e  b e l i e v e  it is a p p r o p r i a t e  a n d  
d e s i r a b l e  to a l l o w  n e g o t i a t e d  s a l e s  in at l e a s t  four 
c i r c u m s t a n c e s :

1. r o y a l t y  o i l  s a l e s  to i n - s t a t e  r e f i n e r s  w i t h  no
o t h e r  s o u r c e s  o f  c r u d e  a v a i l a b l e  at the p r e v a i l i n g  
W e s t  C o a s t  price;
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2. r o y a l t y  o i l  sales to f o r e i g n  c o u n t r i e s ,  s h o u l d  
t h e s e  be  p e r m i t t e d  b y  f e d e r a l  law;

3. s a l e s  o f  r o y a l t y  r e s o u r c e s  o t h e r  t h a n  r o y a l t y  o i ^ ; 
and

4. e m e r g e n c i e s .

It s h o u l d  ̂ be n o t e d  t h a t  s e v e r a l  s u b s e c t i o n s  o f  AS 38. 05. 183 
a p p l y  to r o y a l t y  s a l e s  of coal, g e o t h e r m a l ,  p h o s p h a t e s ,  oil 
shale, sodium, s u l p h u r ,  p o t a s s i u m ,  p l a c e r  g o l d  a n d  h a r d r o c k  
m i n e r a l s ,  as w e l l  as o i l  and gas. T h e  c h a n g e  p r o p o s e d  in 
S e c t i o n  1, s u b s e c t i o n  (a) of the p r o p o s e d  CS, r e a d  in 
c o n j u n c t i o n  w i t h  t h e  o t h e r  p r o p o s a l s  in the CS, a p p a r e n t l y  
w o u l d  r e q u i r e  c o m p e t i t i v e  b i d d i n g  in all c a s e s  for r o y a l t y  
r e s o u r c e s  o t h e r  t h a n  o i l  and gas.

W e  t h i n k  it is p r e f e r a b l e  uo l e a v e  m o r e  f l e x i b i l i t y  for 
r o y a l t i e s  o t h e r  t h a n  o i l  and g a s  as it is d i f f i c u l t  to 
f o r e s e e  at this time w h a t  s i t u a t i o n s  m i g h t  a r i s e  in the 
f u t u r e  t h a t  w o u l d  a f f e c t  the m a r k e t i n g  and sale o f  n o n - o i l  
a n d  gas r o y a l t y  r e s o u r c e s .

W i t h  r e s p e c t  to r e s t r u c t u r i n g  the r o y a l t y  board, as a p o l i c y  
m a t t e r  w e  o p p o s e  the b o a r d  h a v i n g  d e c i s i o n - m a k i n g  a u t h o r i t y  
a n d  w e  r e c o m m e n d  t h a t  it r e m a i n  an a d v i s o r y  board. I 
u n d e r s t a n d  t h a t  the D e p a r t m e n t  of L a w  has so m e  c o m m e n t s  to 
o f f e r  o n  this point, and B o b  M a y n a r d  w i l l  be d i s c u s s i n g  this 
in his t e s t i m o n y .

I'd n o w  like to p r o v i d e  some b r i e f  s e c t i o n - b y - s e c t i o n  
c o m m e n t s :

T h e  c h a n g e s  p r o p o s e d  in S e c t i o n  1 of  the p r o p o s e d  CS are 
g e n e r a l l y  an i m p r o v e m e n t  o v e r  the e x i s t i n g  st a t u t e ,  if the 
c o m p e t i t i v e  b i d d i n g  v. n e g o t i a t e d  sale c r i t e r i a  are 
c l a r i f i e d  as I h a v e  d i s c u s s e d .

In s u b s e c t i o n  (e) b e g i n n i n g  at p a g e  2, li n e  21, w e  s u g g e s t  
t h a t  y o u  d r o p  the f i f t h  item, w h i c h  r e f e r e n c e s  the r o y a l t y  
b o a r d  c r i t e r i a  in AS  3 8 . 0 6 . 0 7 0 ( a ) .

In S e c t i o n  3 s u b s e c t i o n  (a) o f  the p r o p o s e d  CS, the n e w  
e x p e r t i s e  r e q u i r e d  of p u b l i c  b o a r d  m e m b e r s  - o i l  and gas 
m a r k e t i n g  e x p e r i e n c e  - s eems to c o n f l i c t  w i t h  the e x i s t i n g  
c r i t e r i a  in s u b s e c t i o n  ( b ) .

Th e  n e w  s u b s e c t i o n  (a) in S e c t i o n  4 of the b i l l  has a 
s t r u c t u r a l  p r o b l e m  in it e m  (3).

T h e  p r i c e  c h a n g e  p r o p o s e d  i n . s u b s e c t i o n s  (b) and (c) of 
S e c t i o n  4 s e e m  to be in c o n f l i c t .  T h e  p r o v i s i o n  in 
s u b s e c t i o n  (c)(1) n e e d s  o be c l a r i f i e d  as to w h e t h e r  it
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1
a p p l i e s  b o t h  to n e g o t i a t e d  a n d  c o m p e t i t i v e  sales, s i n c e  if 
.it d o e s  a p p l y  to both, t h e n  (b) a p p a r e n t l y  w o u l d  n o t  be 
a p p l i c a b l e .  A s  a p o l i c y  m a t t e r ,  w e  t h i n k  it is w o r k a b l e  and 
a p p r o p r i a t e  to  e s t a b l i s h  a f l o o r  for b o t h  c o m p e t i t i v e  and 
n e g o t i a t e d  sales, a s  l o n g  as the f l o o r  is f l e x i b l e  e n o u g h  to 
a c c o m m o d a t e  c h a n g i n g  c i r c u m s t a n c e s  o v e r  time. We  b e l i e v e  
the c o n t r a c t  p r i c e  p r o v i s i o n  is m o r e  p r o p e r l y  p l a c e d  in 
AS. 38. 05,. 183.

W i t h  r e s p e c t  to S u b s e c t i o n  ( c ) (2) r e l a t i n g  to the h i r i n g  of 
A l a s k a  r e s i d e n t s ,  as y o u  are p r o b a b l y  a w a r e  c o u r t  c h a l l e n g e s  
c o n t i n u e  on t h e  c o n s t i t u t i o n a l i t y  o f  l o c a l  h i r e  p r o v i s i o n s .  
B o b  M a y n a r d  w i l l  b e  a d d r e s s i n g  th i s  i s s u e  in his t e s t i m o n y .
Is S u b s e c t i o n  ( c ) (2) i n t e n d e d  to a p p l y  to c o m p e t i t i v e  s a l e s ?  
W e  d o n ' t  t h i n k  t h a t  it is w o r k a b l e  to r e q u i r e  c o m p a n i e s  
e x p o r t i n g  o i l  o u t  o f  the S t a t e  to h i r e  A l a s k a n s  if t here is 
no w o r k  in A l a s k a  a s s o c i a t e d  w i t h  the sale. As you know, 
h o w e v e r ,  w e  h a v e  i n c l u d e d  l o c a l  h i r e  p r o v i s i o n s  in 
n e g o t i a t e d  s a l e s  to i n - S t a t e  r e f i n e r s ,  and w e  w i l l  c o n t i n u e  
to d o  so to the e x t e n t  l e g a l l y  p o s s i b l e .

S u b s e c t i o n  ( c ) (4) r e l a t i n g  to a p r e f e r e n c e  for i n - s t a t e  
r e f i n e r s  s e e m s  a p p r o p r i a t e  as a p o l i c y  but i n a p p r o p r i a t e  and 
u n w o r k a b l e  as a c o n t r a c t  term, p a r t i c u l a r l y  it it a p p l i e s  to 
c o m p e t i t i v e  sales, a n d  s h o u l d  be d r o p p e d  fr o m  this s e ction.

S u b s e c t i o n  ( c ) (5) s h o u l d  be r e v i s e d  to p r o v i d e  that m a t e r i a l  
a m e n d m e n t s  w h i c h  r e d u c e  the S t a t e ' s  p r i c e  or o t h e r  
c o n s i d e r a t i o n  w i l l  be s u b j e c t  t.o l e g i s l a t i v e  review, r a t h e r  
t h a n  a l l  m a t e r i a l  a m e n d m e n t s .  T h i s  p r o v i s i o n  as w r i t t e n  
c o u l d  d i s c o u r a g e  the C o m m i s s i o n e r  fr o m  s e e k i n g  a h i g h e r  p r i c e  
in c o n t r a c t s  w i t h  p r i c e  r e o p e n e r s ,  s i n c e  the s t a t u s  q u o  or 
c u r r e n t  p r i c e  w o u l d  be the o n l y  c i r c u m s t a n c e  not r e q u i r i n g  
l e g i s l a t i v e  a p p r o v a l .

T h r o u g h o u t  the p r o p o s e d  CS, it s h o u l d  be c l e a r l y  s t a t e d  w h e n  
a r o y a l t y  c o n t r a c t  is s u b j e c t  to b o a r d  a p p r o v a l  and 
l e g i s l a t i v e  r e v iew. As  n o w  w r i t t e n ,  the p r o p o s e d  CS is 
c o n f u s i n g  on t h i s  po i n t .

S e c t i o n  5, s u b s e c t i o n  ( b ) , as n o w  w r i t t e n  c o n f l i c t s  w i t h  
AS  3 8 . 0 5 . 1 8 3 ( b ) ,  w h i c h  g i v e s  the c o m m i s s i o n e r  o f  D N R  the 
a u t h o r i t y  to r e j e c t  bids. W e  t h i n k  th i s  f u n c t i o n  is m o r e  
a p p r o p r i a t e  for the c o m m i s s i o n e r  t h a n  the board.

S e c t i o n  5, s u b s e c t i o n  ( c ) , as r e v i s e d  in the CS c o n f l i c t s  
w i t h  AS 3 8 . 0 5 . 1 8 3 ( a ) .  C o m p e t i t i v e  b i d d i n g  s h o u l d  be w a i v e d  
by  the c o m m i s s i o n e r ,  w i t h  p r i o r  w r i t t e n  n o t i c e  to the board.

W i t h  r e g a r d  to the e m e r g e n c y  m a r k e t i n g  p r o v i s i o n s  of 
S e c t i o n  5 of the CS (p. 6, l i n e  7), we  r e c o m m e n d  that in an 
e m e r g e n c y  the c o m m i s s i o n e r  be g i v e n  the a u t h o r i t y  to d i s p o s e  
of r o y a l t y  o i l  or g a s  for u p  to six m o n t h s  w i t h c u t  b o a r d  or 
l e g i s l a t i v e  a p p r o v a l ,  s i n c e  6 m o n t h s  is the time r e q u i r e d  to
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r e v e r t  to i n - v a l u e  t a k i n g  u n d e r  t h e  t e r m s  o f  s t a t e  l e a s e s  
a n d  u n i t  a g r e e m e n t s .  It s h o u l d  b e  n o t e d  t h a t  u n d e r  the 
p r o p o s e d  CS as w r i t t e n ,  the e m e r g e n c y  m a r k e t i n g  p r o v i s i o n s  
in S e c t i o n  5 o f  the b i l l  s e e m  to c o n f l i c t  w i t h  t h e  e x i s t i n g  
e x e m p t i o n s  in AS  3 0 . 0 6 . 0 5 5 ( b ) ,  w h i c h  u n d e r  the p r o p o s e d  CS 
b e c o m e  e x e m p t i o n s  f r o m  board, r a t h e r  t h a n  l e g i s l a t i v e ,  
a p p r o v a l .  In o t h e r  w o r d s ,  if y o u  l e a v e  in the p r o p o s e d  
c h a n g e s  in S e c t i o n  6 o f  the b i l l ,  the e m e r g e n c y  m a r k e t i n g  
p r o v i s i o n s  of  S e c t i o n  5 are u n n e c e s s a r y .

G e n e r a l l y ,  we  li k e  the c h a n g e s  p r o p o s e d  in S e c t i o n s  6 a n d  7 
of  the CS.

In S e c t i o n  10 of  the CS, w e  a g r e e  t h a t  7aS 38.05. 182 (b) 
s h o u l d  b e  r e p e a l e d .  D o  y o u  r e a l l y  i n t e n d  to r e p e a l  .183(b), 
as th i s  s e c t i o n  is r e t a i n e d  in S e c t i o n  1 of the b i l l ?

T h a n k  y o u  for the o p p o r t u n i t y  to c o m m e n t .  I w o u l d  be  h a p p y  
to w o r k  w i t h  y o u  on s p e c i f i c  l a n g u a g e  to i m p l e m e n t  t h e s e  
s u g g e s t i o n s .
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date: M a r c h  20, '84 |

REQUEST
Bill/Resolution Mo.

FISCAL DETAIL
H B # 6 0 0

Title R e l a t i n g  to r o y a l t y  oil
Agency Affected: Dent. of C o m m e r c e
Program Category Affected:_______________

Sponsor: C o w d e r y
Requestor:

Date of Request:

R o y a l t y  Oil & Gas D e v e l o p m e n t  flfManrv Beard 
BRU, Program or Subprogram(s) Affected:

Royalty Oil & Gas DeveoTnment Advisory Board

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 84 FY G5 FY 86 FY 87 FY 88 FY 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<»00 SUPPLIES 

500 EQUIPMENT 

600 LAND I  STRUCTURES 
700 GRANTS, CLAIMS 

800 MISCELLANEOUS

1 0 . n
6 0 , 0

TOTAL OPERATING 6 0 . 0

CAPITAL • I

JL REVENUE

FUNDING: (Thousands of Do1 ars)
CENERAi. FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANAL SIS: Attach a separate page for analysis

Prepared By: M e r r i l l  S i k o r s k i _________
Division: J o i n t  Oil & G a s  C o m m i t t e e

Approved by Commissioner^ 

Agency: ]

Phone: 4 6 5 - 4 4 1 5  
Da te: 3 / 2 0 / R 4

Date:

Distribution (by Agency preparing fiscal note) 

Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget 
Impacted Agency(ies) 12/1/83 
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A L A L Y S I S

F I S C A L  N OTE: H B # 6 0 0

T r a v e l  a s s u m e s  in m e e t i n q s  at $ 1 , 0 0 0 . 0 0  each, a n d  is 
v a r i a b l e  d e p e n d i n q  on t h e  n e e d  for t h e  b o a r d  to m e et.

C o n t r a c t u r a l  a l l o w s  f o r  t h e  b o a r d  to c o n t r a c t  for s p e c i a l  
a n a l y s i s  w h e n  a n d  if n e e d e d ,  a n d  to c o v e r  s u c h  e x p e n s e s  
as p h o n e  calls, p o s t a q e ,  s e c r e t a r i a l  s e r v i c e s  etc. w h e n  
n e e d e d .

F i q u r e s  w e r e  d e r i v e d  f r o m  e x p e n d i t u r e s  of the R o v a l t y  
Oil a n d  Gas D e v e l o p m e n t  A d v i s o r y  B o a r d  th u s  far in 1084, 
a n d  o a s t  b u d q e t s  of t h e  board.

s.

a g o  7 8 6 8 0 9
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