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

a )  T h e  o i l  m a j o r s  -  w i t h  p u b l i c  o w n e r s h i p  o f  t h e i r  s h a r e s
( n e a r l y  a l l  s u c h  c o m p a n i e s  s e em  t o  
h a v e  a  p r e s e n c e  i n  A l a s k a )

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

c )  T h e  p r i v a t e ,  s m a l l e r  t y p e ,  f i r m s  -  w i t h  n o  p u b l i c
o w n e r s h i p  o f  t h e i r  s h a r e s  ( a g a i n  
n o t i c e a b l y  a b s e n t  f r o m  A l a s k a )

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

E x a m p l e s  o f  c a t e g o r y  d a r e  S t a t o i l  i n  N o r w a y ,  P e r t a m i n a  i n
I n d o n e s i a ,  a n d  P e t r o c a n a d a  -  t h e  l a s t  o f  w h i c h  i s  t o  b e
p r i v a t i s e d  s o o n .

1 .5  -  C a t e g o r ie s  o f  C om p a n ie s

1 . 6  -  F r e e d o m  o f  I n v e s t m e n t  b y  N o n - i n d i g e n o u s  C o m p a n i e s

W h e n  i n t e r n a t i o n a l  c o m p a r i s o n s  a r e  d r a w n ,  a p r e m i u m  h a s  t o  b e  
a t t a c h e d  t o  i n v e s t m e n t  i n  a l o c a t i o n  w h e r e  n o  b a r r i e r s  t o  
i n v e s t m e n t  e x i s t  f o r  f o r e i g n  o i l  c o m p a n i e s  w h o  w i s h  t o  e n t e r  
t h e  r e g i o n .  I n  t h i s  r e s p e c t  A l a s k a  ( b e i n g  p a r t  o f  t h e  U n i t e d  
S t a t e s )  c o n t r a s t s  s h a r p l y  w i t h  c o u n t r i e s  s u c h  a s  C a n a d a ,  f o r  
i n s t a n c e ,  w h e r e  a  f o r e i g n  o i l  g r o u p  c a n  h o l d  o n l y  30% o f  a n  
e x i s t i n g  o i l  a n d  g a s  c o m p a n y ,  u n l e s s  t h e  C a n a d i a n  f i r m  b e i n g  
a c q u i r e d  i s  i n  g r a v e  f i n a n c i a l  d i f f i c u l t y .

W hen  a c o m p a n y  i n v e s t s  i n  A l a s k a ,  t h e y  h a v e  t h e  i m p l i c x t  
a s s u r a n c e  t h a t  a t  a n y  t i m e  t h e y  c a n  s e l l  t h e i r  e n t i r e  a s s e t s  
a n d  i n v e s t m e n t s  i n  A l a s k a  w i t h o u t  a n y  g o v e r n m e n t  i n t e r f e r e n c e .  
H e n c e ,  t h e i r  s a l e  t o  a f o r e i g n  ( i . e .  n o n - U S  c o m p a n y )  w o u l d  n o t  
b e  p r e v e n t e d ,  s h o u l d  a f a v o u r a b l e  o f f e r  b e  p r e s e n t e d .  F o r  i t  
c o u l d  p r o l o n g  t h e  s a l e  c o n s i d e r a b l y  i f  t h e  v e n d o r  h a s  t o  w a i t  
f o r  a n  i n d i g e n o u s  b u y e r .  M o r e o v e r ,  i t  w o u l d  d a m p e n  t h e  p r i c e  
i f  t h e r e  i s  a n  a b s e n c e  o f  g l o b a l  c o m p e t i t i o n .
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T h i s  a s p e c t  i s  a s i g n i f i c a n t  a d v a n t a g e  f o r  A l a s k a  a n d  m a k e s  i t  
c l e a r l y  a s u p e r i o r  r e g i o n  c o m p a r e d  t o  i t s  n e i g h b o u r  C a n a d a ,  o r  
A u s t r a l i a ,  a s  a n  i n v e s t m e n t  c l i m a t e  i n  w h i c h  t o  o p e r a t e .
B a r r i e r s  t o  f o r e i g n  i n v e s t m e n t  a s  i m p o s e d  b y  t h e  g o v e r n m e n t
b o d y  " I n v e s t m e n t  C a n a d a "  a r e  f u r t h e r  d i s c u s s e d  i n  S e c t i o n  3 . 2 .  
F u r t h e r m o r e ,  a n  a c c o u n t  w i l l  b e  g i v e n  o f  t h e  h a r r o w i n g
e x p e r i e n c e  o f  a C a n a d i a n  o i l  a n d  g a s  c o m p a n y  w i t h  t  l i e  
G o v e r n m e n t  o f  C a n a d a  a t  t h e  t i m e  w h e n  a B r i t i s h  f i r m  w a s
a c q u i r i n g  h a l f  o f  t h e i r  c o r p o r a t i o n .

1 . 7  -  F o r e i g n  E x c h a n g e  C o n t r o l

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

S u c h  a r e s t r i c t i o n  e x i s t s  i n  m a n y  p a r t s  o f  t h e  w o r l d  w h e r e  
t h e r e  a r e  p e t r o l e u m  r e s e r v o i r s .  I t  i s  n o t  c o n f i n e d  t o  t h e  
T h i r d  W o r l d ,  w h e r e  e x p o r t  e a r n i n g s  f a l l  s h o r t  o f  t h e i r  i m p o r t  
r e q u i r e m e n t s ;  i t  i s  p r e v a l e n t  i n  c e r t a i n  OECD c o u n t r i e s  w h e r e  
o i l  e x p l o r a t i o n  a n d  p r o d u c t i o n  t a k e  p l a c e .

I n  A u s t r a l i a  t h e r e  w a s  a n  e l e m e n t  o f  f o r e i g n  e x c h a n g e  c o n t r o l  
u p  t o  1 9 8 2 .  I t  w a s  m o n i t o r e d  b y  a g o v e r n m e n t  a g e n c y  k n o w n  a s  
t h e  F o r e i g n  I n v e s t m e n t  R e v i e w  l o a r d .  A n y  t r a n s f e r  o f  s um s  
l a r g e r  t h a n  A $ 1 0 , 0 0 0  o u t  o f  A u s t r a l i a  h a d  t o  b e  c l e a r e d  b y  
E I R A .

I n  F r a n c e ,  t o  t a k e  a n o t h e r  e x a m p l e ,  u n t i l  t h e  b e g i n n i n g  o f  1 9 9 0  
a f o r e i g n  o i l  f i r m  o p e r a t i n g  i n  t h e  P a r i s  B a s i n  w o u l d  n e e d  t o  
g e t  c l e a r a n c e  f r o m  t h e  F r e n c h  T r e a s u r y  i n  o r d e r  t o  r e p a t r i a t e  
p r o f i t s  a n d  a s s e t s  t o  t h e  p a r e n t  c o m p a n y .  T h e  l a w  h a s  b e e n  
m o r e  s t r i n g e n t  f o r  c o m p a n i e s  w h o s e  p a r e n t s  a r e  n o t  r e g a r d e d  a s  
p a r t  o f  t h e  E u r o p e a n  C o m m u n i t y ,  s u c h  a s  a  US g r o u p .  O f  c o u r s e  
i t  s h o u l d  b e  p o i n t e d  o u t  t h a t  w i t h i n  t h e  E u r o p e a n  C o m m u n i t y  
t h e r e  a r e  p l a n s  t o  p h a s e  o u t  a l l  f o r e i g n  e x c h a n g e  c o n t r o l s  
b e f o r e  1 9 9 2 .  I n  t h e  U K ,  a s  i n  t h e  U n i t e d  S t a t e s ,  a t  p r e s e n t  
t h e r e  i s  n o  f o r e i g n  e x c h a n g e  c o n t r o l .
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I n  m o s t  o f  t h e  l e s s  d e v e l o p e d  c o u n t r i e s ,  h o w e v e r ,  s u c h  a s  
p r a c t i c a l l y  a l l  o f  A f r i c a ,  p a r t s  o f  t h e  M i d d l e  E a s t  a n d  p a r t s  
o f  t h e  F a r  E a s t ,  t h e r e  i s  s om e  e l e m e n t  o f  f o r e i g n  e x c h a n g e  
c o n t r o l .  T h i s  i n  t u r n  p r o h i b i t s  t h e  a v a i l a b i l i t y  o f  f i n a n c e .  
H e n c e ,  b a n k  l o a n s  a r e  e i t h e r  n o t  a v a i l a b l e  f o r  s m a l l e r  
c o m p a n i e s  o r  a r e  n o t  a d v a n c e d  o n  a n o n - r e c o u r s e  b a s i s .

T h e r e  h a v e  b e e n  c a s e s  w h e n ,  e v e n  i f  t h e  W o r l d  B a n k  a c t s  a s  a 
b a c k e r  a n d  p r o v i d e s  a g u a r a n t e e  f o r  s u c h  c o m p a n i e s ,  m o s t  
f i n a n c i a l  i n s t i t u t i o n s  a r e  n o t  w i l l i n g  t o  p r o v i d e  l o a n s  f o r  
i n v e s t m e n t  i n  o i l  p r o j e c t s .  E x a m p l e s  a r e  c o u n t r i e s  s u c h  a s  
S e n e g a l ,  G a b o n  a n d  t h e  l i k e .

O c c a s i o n a l l y  a n  o i l  c o m p a n y  c a n  a c c e s s  ' b l o c k e d  f u n d s '  i n
e x c h a n g e  c o n t r o l l e d  c o u n t r i e s ,  s u c h  a s  I n d i a  o r  p a r t s  o f
A f r i c a .  T h e s e  f u n d s  c a n  b e  a c q u i r e d  f o r  l e s s  t h a n  t h e
p r i n c i p a l  o f  t h e  l o a n .  H e r e  t h e  o w n e r  o f  s u c h  f u n d s  i s  w i l l i n g
t o  r e l e a s e  t h e m  f o r  a l o w e r  a m o u n t  i n  o r d e r  t o  g e t  t h e m  o u t  o f  
t h e  c o u n t r y ,  b u t  t h e s e  a r e  e x c e p t i o n s  r a t h e r  t h a n  t h e  r u l e .

1 . 8  -  P r e m i u m  f o r  P o l i t i c a l  S t a b i l i t y

P o l i t i c a l  s t a b i l i t y  i s  a c r u c i a l  f a c t o r  f o r  l e n d i n g  p u r p o s e s .  
I n  r e c e n t  y e a r s  m a n y  b a n k s  h a v e  l o s t  a g r e a t  d e a l  o f  m o n e y  o n  
T h i r d  W o r l d  d e b t s  w h i c h  h a v e  h a d  t o  b e  w r i t t e n  o f f .  S o  b a n k s  
a t  b o a r d  l e v e l  h a v e  m a d e  a c o n s c i o u s  d e c i s i o n  n o t  t o  f i n a n c e
p r o j e c t s  i n  c e r t a i n  p a r t s  o f  t h e  w o r l d  t h a t  h a v e  ' C o u n t r y
R i s k s ' .  T h e y  t r e a t  t h e m  a s  r e s t r i c t e d  z o n e s  f o r  f u n d i n g  
p u r p o s e s .

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

[ T h i s  i s  b a s e d  o n  t h e  c o n s u l t a n t ' s  p e r s o n a l  e x p e r i e n c e .  I n  May  
1 9 8 8 ,  t h e  C h a i r m a n  o f  t h e  C o u n c i l  o f  M i n i s t e r s  o f  H u n g a r y  p a i d  
a  v i s i t  t o  B r i t a i n  a s  a g u e s t  o f  t h e  P r i m e  M i n i s t e r .  A t  t h a t  
t i m e  I  w a s  e x e c u t i v e  d i r e c t o r  o f  a n  i n v e s t m e n t  b a n k  i n  L o n d o n .  
T h e  H u n g a r i a n  C o u n c i l  C h a i r m a n  p a i d  me a v i s i t  a t  t h e  b a n k  a n d  
i n v i t e d  me t o  a d v i s e  t h e m  o n  t h e i r  m a c r o e c o n o m i c  m o d e l l i n g  
e f f o r t s .  I  m e n t i o n e d  h i s  v i s i t  t o  t h e  c h a i r m a n  o f  o u r  b a n k  a n d
a s k e d  i f  h e  w a s  i n t e r e s t e d  i n  m e e t i n g  h i m .  T h e  a n s w e r  w a s ,  "We
w o u l d n ' t  b e  p r e p a r e d  t o  l e n d  s u c h  c o u n t r i e s  a p e n n y .  So w h a t  
w o u l d  b e  t h e  p o i n t  o f  m e e t i n g  h i m ? "  ( I n c i d e n t a l l y ,  i t  s h o u l d  b e  
p o i n t e d  o u t  t h a t  H u n g a r y  h a s  a c e r t a i n  a m o u n t  o f  o i l  a n d  g a s  
a s s e t s  a n d  O c c i d e n t a l  h a s  b e e n  t h e  c h i e f  f o r e i g n  i n v e s t o r . ) ]
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B r o a d l y  s p e a k i n g ,  i n  a r e a s  w h e r e  ' C o u n t r y  R i s k s '  e x i s t  f o r  t h e  
p u r p o s e  o f  e x t e r n a l  f i n a n c e ,  o i l  c o m p a n i e s  h a v e  t o  u s e  t h e i r  
i n t e r n a l  f i n a n c e .  T h i s  f a c t o r  t e n d s  t o  l i m i t  t h e  i n d u s t r y  t o  
t h e  o i l  m a j o r s  o r  v e r y  l a r g e  i n d e p e n d e n t s  w h e r e v e r  t h e r e  i s  a n  
e l e m e n t  o f  p o l i t i c a l  i n s t a b i l i t y .

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

1 . 9  -  S t a b i l i t y  o f  t h e  C u r r e n c y

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

F o r  i n s t a n c e ,  t h e  A u s t r a l i a n  d o l l a r  i s  r e g a r d e d  a s
i n t e r n a t i o n a l l y  m o r e  u n s t a b l e  c o m p a r e d  w i t h  t h e  US d o l l a r ,  a n d ,
h e n c e ,  t h e r e  h a s  a l w a y s  e x i s t e d  a  d e g r e e  o f  c o n c e r n  a b o u t  d e b t -  
f i n a n c i n g  i n  f o r e i g n  c u r r e n c y .

T h e  e s c a l a t i o n  o f  t h e  A u s t r a l i a n  i n t e r e s t  r a t e  i n  1 9 8 9  t o  
a r o u n d  20%  h a s  c r e a t e d  a n  o v e r v a l u e d  c u r r e n c y .  T h i s  i m p l i e s
o n c e  i n t e r e s t  r a t e s  f a l l  ( t h o u g h  c u r r e n t l y  t h e y  h a v e  b e e n  
r e d u c e d  m a r g i n a l l y  t o  t h e  c u r r e n t  r a n g e  o f  t o  1 9 % ) ,  a
d o w n t u r n  i n  t h e  A u s t r a l i a n  d o l l a r  i s  t o  b e  e x p e c t e d .  S i n c e  t h e  
s a l e  o f  c r u d e  o i l  i s  d e n o m i n a t e d  i n  US d o l l a r s ,  a d e p r e c i a t i o n  
i n  t h e  A u s t r a l i a n  d o l l a r  w i l l  i n  t u r n  m e a n  a d e c l i n e  i n  r e v e n u e  
f o r  t h e  A u s t r a l i a n  o i l  a n d  g a s  c o m p a n i e s .

T h i s  p r o b l e m  d o e s  n o t  a r i s e  s o  m u c h  i n  t h e  c a s e  o f  A l a s k a .  T h e  
p r i c e s  o f  c r u d e  o i l  a n d  r e l a t e d  p e t r o l e u m  p r o d u c t s  ( b e i n g  
i n t e r n a t i o n a l l y  t r a d e d  c o m m o d i t i e s )  a r e  d e n o m i n a t e d  i n  d o l l a r s .  
A t  t h e  s am e  t i m e  t h e  r e v e n u e s  o n  o i l  i n d u s t r y  a c t i v i t i e s  i n  
A l a s k a  a r e  e a r n e d  i n  d o l l a r s .  I f  t h e  p a r e n t  o f  a c o m p a n y  i s  
b a s e d  o u t s i u e  t h e  U n i t e d  S t a t e s ,  h o w e v e r ,  a n d  w a n t s  t o  
r e p a t r i a t e  t h e  p r o f i t s ,  s om e  d e g r e e  o f  h e d g i n g  a g a i n s t  
m o v e m e n t s  i n  t h e  d o l l a r  w o u l d  b e  u n d e r t a k e n  b y  t h e  c o m p a n y .

1 . 1 0  -  M o d e s  o f  O i l  I n d u s t r y  F i n a n c e

E x t e r n a l  f i n a n c i n g  f o r  t h e  o i l  i n d u s t r y  h a s  b e c o m e  m o r e  a n d  
m o r e  s o p h i s t i c a t e d  o v e r  t h e  y e a r s .  New i d e a s  h a v e  b e e n  
e m e r g i n g  -  p e r f e c t i n g  t h e  t e c h n i q u e s  o f  f i n a n c e  t o  s u i t  t h e  
n e e d s  o f  t h e  i n d u s t r y  m o r e  c l o s e l y .
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I t  i s  p r e f e r a b l e  f o r  c o m p a n i e s  t o  s e e k  l o n g  t e r m  e x t e r n a l  f u n d s  
-  m a t c h i n g  t h e  l i f e  o f  t h e i r  d e b t  t o  t h e i r  f u t u r e  p r o d u c t i o n  
p r o f i l e .  T h i s  i s  n o t ,  o f  c o u r s e ,  a l w a y s  f e a s i b l e  b u t  c o m p a n i e s  
t r y  t o  g e t  a s  c l o s e  t o  i t  a s  p o s s i b l e .  M o d e s  o f  f i n a n c e  a r e  
m a n y .  A b r i e f  a c c o u n t  o f  s om e  o f  t h e  d i f f e r e n t  o p t i o n s  f o r  
e x t e r n a l  f i n a n c e  o p e n  t o  c o m p a n i e s  i s  g i v e n  b e l o w .

i )  E q u i t y  F i n a n c e

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

i i )  P r i v a t e  P l a c e m e n t

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

L o a n s  o f  f i x e d  m a t u r i t i e s  c a n  b e  s e c u r e d  w h e r e b y  a n  i s s u e  o f  
i n t e r e s t - b e a r i n g  d e b t  i s  p r i v a t e l y  p l a c e d  w i t h  f i n a n c i a l  
i n s t i t u t i o n s  w i t h o u t  r e s o r t  t o  p u b l i c  i s s u e s  i n  c a p i t a l  
m a r k e t s .  F o r  e x a m p l e ,  a  UK i n d e p e n d e n t  c o m p l e t e d  a  $ 7 5  m i l l i o n  
f i v e - y e a r  l o a n  i n  1 9 8 7  t h r o u g h  a  p r i v a t e  p l a c e m e n t  w i t h  s e v e n  
J a p a n e s e  t r u s t  a n d  b a n k i n g  i n s t i t u t i o n s .

i i i )  B o n d s

A c o m p a n y  c a n  r a i s e  f i n a n c e  t h r o u g h  a n  i s s u e  o f  a l o n g - t e r m  
( t e n  y e a r s ,  s a y )  b o n d  f r o m  a f i n a n c i a l  m a r k e t .  W h e r e  t h e  b o n d  
i s  i s s u e d  i n  a f o r e i g n  m a r k e t ,  t h e  c u r r e n c y  e x p o s u r e  i s  u s u a l l y  
h e d g e d .

i v )  B a n k i n g  F a c i l i t y

T h i s  i s  a  s p e c i a l  a r r a n g e m e n t  w i t h  a b a n k  w h e r e  a f i x e d  a m o u n t  
o f  c r e d i t  i s  g r a n t e d  f o r  a f i x e d  p e r i o d  o f  t i m e .  T h e  l o n g e r  
t h e  m a t u r i t y  o f  t h e  f a c i l i t y  t h e  b e t t e r  f o r  t h e  c o m p a n y .  F o r  
i n s t a n c e ,  t h e  E u r o p e a n  I n v e s t m e n t  B a n k  i n  D e c e m b e r  1 9 8 7  g r a n t e d  
a n  o i l  c o m p a n y  a £ 5 0  m i l l i o n  f a c i l i t y  o f  u p  t o  l k  y e a r s .
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v )  ' C h a r t e r '  o r  C o n t r a c t o r  F i n a n c e

T h i s  i s  o n e  o f  t h e  m o r e  i n n o v a t i v e  t y p e  o f  f i n a n c i n g  f o r  f i e l d  
d e v e l o p m e n t  t h a t  h a s  t a k e n  p l a c e  i n  t h e  UK r e c e n t l y .  U n d e r  
t h i s  s c h e m e  t h e  d e v e l o p m e n t  o f  t h e  a n  o i l  f i e l d  i s
s u b c o n t r a c t e d  t o  a  c o n t r a c t o r  w h o  i n  t u r n  t a k e s  o u t  t h e
f i n a n c e .  T h e  l o a n  i s  t h e n  r e p a i d  o u t  o f  t h e  c a s h  f l o w  o f  t h e  
f i e l d  b y  t h e  c o n t r a c t o r .  I n  o t h e r  w o r d s  t h e  f i n a n c e  i s  f o r  
' r e n t i n g '  o f  t h e  e q u i p m e n t  s u c h  a s  c h a r t e r i n g  a d r i l l i n g  r i g ,  
e t c .  T h u s  t h e  r e p a y m e n t  o f  t h e  c a p i t a l  i s  l i m i t e d  t o  t h e  
p r o d u c t i o n  l e v e l s  o f  t h e  f i e l d .

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

T h i s  m e t h o d  w a s  t r i e d  f o r  t h e  d e v e l o p m e n t  o f  t h e  E m e r a l d  f i e l d  
i n  t h e  N o r t h  S e a .  E m e r a l d  h a s  r e s e r v e s  o f  a r o u n d  3 0  m i l l i o n  
b a r r e l s  a n d  a  l i f e  o f  5 - 7  y e a r s  w i t h  a d e v e l o p m e n t  c o s t  o f  
a r o u n d  £ 1 2 0  m i l l i o n .  T h e  c o n t r a c t o r ' s  f i n a n c e  w a s  g u a r a n t e e d  
b y  t h e  UK g o v e r n m e n t  t h r o u g h  t h e  D e p a r t m e n t  o f  T r a d e  a n d  
I n d u s t r y .  M o r e o v e r ,  i n  t h e  c a s e  o f  E m e r a l d ,  t h e  o i l  w a s  f o r w a r d  
s o l d  t o  a n o t h e r  c o m p a n y  w i t h  a  m i n i m u m  a g r e e d  p r i c e .

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

v i )  P r o j e c t  F i n a n c i n g

" P r o j e c t  f i n a n c i n g "  i s  a  f o r m  o f  l o a n  i n c r e a s i n g l y  u s e d  f o r  
n a t u r a l  r e s o u r c e  d e v e l o p m e n t .  A s  f a r  a s  d e f i n i t i o n  i s  
c o n c e r n e d ,  i t  i s  a  t y p e  o f  f u n d i n g  w h i c h  m u s t  m e e t  t h e  
f o l l o w i n g  r e q u i r e m e n t :  a )  i t  i s  u s e d  p r i m a r i l y  f o r  t h e  p u r c h a s e  
o f  e q u i p m e n t ,  k n o w h o w  a n d  m a c h i n e r y  a s s o c i a t e d  w i t h  a c e r t a i n  
p r o j e c t ,  b )  t h e  d u r a t i o n  o f  t h e  l o a n  i s  l i n k e d  t o  t h e  
c a p a b i l i t y  o f  t h e  p r o j e c t  t o  p r o d u c e  a d e q u a t e  c a s h  f l o w  f o r  
r e p a y m e n t  o f  t h e  l o a n ,  c )  i f  t h e  l o a n  i s  i n  f o r e i g n  c u r r e n c y ,  
t h e  p r o j e c t  s h o u l d  p r o d u c e  a d e q u a t e  f o r e i g n  e x c h a n g e  t o  m e e t  
r e p a y m e n t s .

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



-  1/, -

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

v i i )  L i m i t e d  R e c o u r s e  F i n a n c e

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

T h i s  i s  a f i n a n c i n g  m e t h o d  u s e d  f o r  t h e  UK B r a e  f i e l d s  ( S o u t h ,  
C e n t r a l  a n d  N o r t h  B r a e ) .

1 . 1 1  -  I n t e r a c t i o n  o f  B a n k s  w i t h  t h e  O i l  S e c t o r

I n  r e c e n t  y e a r s  t he .  i n t e r n a t i o n a l  f i n a n c i a l  s e c t o r  h a s  b e c o m e  a 
g r e a t  d e a l  m o r e  s o p h i s t i c a t e d ,  a s  w e l l  a s  a g g r e s s i v e ,  i n  i t s  
i n t e r a c t i o n  w i t h  t h e  o i l  a n d  g a s  i n d u s t r y .  A l a r g e  n u m b e r  o f  
m a j o r  b a n k s  ( b o t h  c o r p o r a t e  a n d  i n v e s t m e n t  b a n k s )  h a v e  
d e v e l o p e d  e x t e n s i v e  i n - h o u s e  e x p e r t i s e  a n d  c a p a b i l i t i e s  i n  t h i s  
a r e a .  T h u s ,  t h e  i n i t i a t i o n  o f  f i n a n c e  i s  n o  l o n g e r  a  o n e - w a y  
r o u t e  w h e r e  a n  o i l  c o m p a n y  f i r s t  a p p r o a c h e s  t h e  f i n a n c i e r .  
R a t h e r ,  i t  h a s  d e v e l o p e d  i n t o  a t w o - w a y  s y s t e m .  I n  f a c t  m o r e  
a n d  m o r e  t h e  d i r e c t i o n  o f  a p p r o a c h  i s  r e v e r s e d  a n d  t h e  f i r s t  
s t e p s  a r e  t a k e n  b y  t h e  b a n k s  t o  i n i t i a t e  d e a l s .

A b a n k  c a n  n o w  ' c r e a t e  a d e a l '  a n d  p l a n t  t h e  s e e d s  o f  a 
t r a n s a c t i o n  w i t h i n  t h e  o i l  c o m p a n i e s .  H e n c e ,  a  c o m p a n y  i s  
p r e s e n t e d  w i t h  b o t h  t h e  a s s e t  a n d  t h e  f i n a n c i n g  t h a t  w o u l d  
a c c o m p a n y  i t  a s  a p a c k a g e .  S u c h  o i l  a s s e t s  c a n  b e  i n  t h e  f o r m  
o f  a p r o d u c i n g  f i e l d ,  p r o v e n  a n d  u n d e v e l o p e d  r e s e r v e s ,  o r  
e x p l o r a t i o n  a c r e a g e ,  a s  w e l l  a s  s h a r e s  o f  a p a r t i c u l a r  c o m p a n y .  
T h u s ,  c o m p a n i e s  i n  m a n y  c a s e s  s i m p l y  r e s p o n d  t o  o p p o r t u n i t i e s  
p r e s e n t e d  t o  t h e m .  T h e  t e r m  ' o p p o r t u n i t i e s '  i n  t h i s  i n s t a n c e  
e m b r a c e s  a v a r i e t y  o f  a c t i v i t i e s ,  v i z .  d e v e l o p m e n t  o f  a f i e l d ,  
f a r m - i n s ,  a c q u i s i t i o n  o f  a p r o d u c i n g  a s s e t ,  o r  e v e n  
e x p l o r a t i o n .
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I f  a b a n k e r ,  s a y ,  a p p r o a c h e s  a n  o i l  c o m p a n y  w i t h  a f i n a n c i a l  
p a c k a g e  t o  i n v e s t  i n  A l a s k a  ( b e  i t  i n  t h e  f o r m  o f  a n y  o f  t h e  
a b o v e  a c t i v i t i e s ) ,  t h e  c o m p a n y  m a y  n o t  i n s t a n t a n e o u s l y  r e s p o n d  
a n d  q u i t e  p o s s i b l y  m a y  t u r n  d o w n  t h e  d e a l .  B u t  t h e  i n f o r m a t i o n
r e g a r d i n g  t h e  d e a l  a c t s  a s  a r e m i n d e r  f o r  t h e  c o m p a n y  o f  t h e
e x i s t e n c e  o f  s om e  p o t e n t i a l  o p p o r t u n i t i e s  i n  t h e  r e g i o n .  I t
t r i g g e r s  f u r t h e r  t h o u g h t  a n d  a w a r e n e s s  a n d  m a y  l a t e r  l e a d  i n t o  
a n o t h e r  c o m p l e t e l y  d i f f e r e n t  t r a n s a c t i o n .

I n  t h e  c a s e  o f  A l a s k a  t h e r e  i s n ' t  t h e  s am e  f r e q u e n c y  o f  s u c h  
r e m i n d e r s  p r e s e n t e d  t o  t h e  r e s t  o f  t h e  w o r l d ' s  o i l  a n d  g a s
i n d u s t r y  ( a s ,  s a y ,  i n  t h e  U K ) .

1 . 1 2  -  C o m m e n t s  o n  t h e  F i n a n c i n g  o f  I n d i v i d u a l  F i e l d s  i n  t h e  
C o u n t r i e s  u n d e r  C o m p a r i s o n

F o r  t h e  d e v e l o p m e n t  o f  a f i e l d  a s  l a r g e  a s  P r u d h o e ,  t h e r e  
w o u l d  b e  r e a d y  f i n a n c e  a v a i l a b l e  i n  a l l  t h e  f o u r  c o u n t r i e s  
c o n c e r n e d .  We s h a l l  c o n c e n t r a t e  o n  f i n a n c i n g  o f  f i e l d s  w h i c h  
h a v e  t o  b e  d e v e l o p e d ,  n a m e l y  W e s t  S a k ,  N i a k u k  a n d  S e a l  I s l a n d .

i )  UK

A c o m p a r a b l e  f i e l d  i n  t h e  UK t o  P r u d h o e ,  t h o u g h  m u c h  s m a l l e r  i n  
r e s e r v e  s i z e ,  w o u l d  b e  t h e  F o r t i e s  f i e l d  o f f s h o r e  i n  t h e  N o r t h  
S e a .  I t  s h o u l d  b e  p o i n t e d  o u t  t h e  B r i t i s h  g o v e r n m e n t ' s  p o l i c y  
o f  e n h a n c i n g  a c t i v i t y  i n  t h e  N o r t h  S e a  h a s  b e e n  s u c h  t h a t  a l l  
e x p l o r a t i o n  e x p e n d i t u r e  c a n  b e  o f f s e t  a g a i n s t  P e t r o l e u m  R e v e n u e  
T a x .

T h u s ,  w h e n  t h e  F o r t i e s  f i e l d  b e c a m e  P R T - p a y i n g  t h e  o p e r a t o r  o f  
t h e  f i e l d  s o l d  a s m a l l  n u m b e r  o f  a n d  %% u n i t s  o f  t h e  f i e l d .  
T h e s e  s o - c a l l e d  ' F o r t i e s  U n i t s '  w e r e  a t t r a c t i v e  a s  t a x  s h e l t e r  
a n d  w e r e  b o u g h t  b y  c o m p a n i e s  w h o  c o u l d  o f f s e t  t h e i r  e x p l o r a t i o n  
e x p e n d i t u r e  a g a i n s t  t h e  PRT l i a b i l i t i e s  o f  t h e s e  s m a l l  u n i t s .  
F o r t i e s  U n i t s  h a v e  b e e n  i d e a l  f o r  f o r e i g n  p e t r o l e u m  c o m p a n i e s  
e n t e r i n g  t h e  UK f o r  t h e  f i r s t  t i m e  o r  f o r  i n d e p e n d e n t s  w i s h i n g  
t o  e x p a n d  t h e i r  e x p l o r a t i o n  a c t i v i t i e s .

T h e  r e s e r v e  e s t i m a t e s  o f  t h e  F o r t i e s  f i e l d  w e r e  r a i s e d  i n  1 9 8 8  
f r o m  2 , 3 9 1  t o  2 , 4 7 0  m i l l i o n  b a r r e l s .  B y  t h e  e n d  o f  1 9 8 8 ,  
a p p r o x i m a t e l y  1 , 9 0 9  m i l l i o n  b a r r e l s  h a d  b e e n  e x t r a c t e d ,  l e a v i n g  
5 6 1  m i l l i o n  b a r r e l s .  T h e  a v e r a g e  d a i l y  p r o d u c t i o n  o f  t h e  
F o r t i e s  f i e l d  i n  1 9 8 8  w a s  2 9 0 , 0 0 0  b a r r e l s  p e r  d a y .  T h u s  a 
u n i t  h e l d  b y  a n  i n d e p e n d e n t  c o m p a n y  a m o u n t e d  t o  1 , 4 5 0  b a r r e l s  
p e r  d a y  o f  p r o d u c t i o n .  T h e  F o r t i e s  U n i t s  w e r e  t r a d e d  a t  
b e t w e e n  £ 5  m i l l i o n  a n d  £ 3 . 5  m i l l i o n  d u r i n g  1 9 8 8 .
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F o r  t h e  o t h e r  f i e l d s ,  f i n a n c e  w o u l d  b e  a v a i l a b l e  o n  a 4 0  : 6 0  
b a s i s ,  w h e r e b y  6 0  p e r  c e n t  o f  t h e  r e q u i r e d  f i n a n c e  w o u l d  b e  
a v a i l a b l e  o n  a l i m i t e d  r e c o u r s e  b a s i s .  F o r  t h e  S e a l  I s l a n d  
f i e l d  w h i c h  h a s  c o n s i d e r a b l e  r i s k  o n e  c o u l d  a t t a i n  ' C h a r t e r  
f i n a n c e '  i f  t h e  p r i c e  o f  o i l  r o s e  c o n s i d e r a b l y  f r o m  i t s  c u r r e n t  
l e v e l .

i i )  A u s t r a l i a

B e f o r e  d i s c u s s i n g  t h e  f i n a n c i n g  o f  t h e  s m a l l e r  f i e l d s  i n  
A u s t r a l i a  , i t  m a y  b e  u s e f u l  t o  g i v e  s om e  b a c k g r o u n d  t o  t h a  
A u s t r a l i a n  o i l  a n d  g a s  s c e n e .  I t  i s  a  c o m b i n a t i o n  o f  a l a r g e  
n u m b e r  o f  j u n i o r  o i l  c o m p a n i e s  w i t h  a  m a r k e t  v a l u e  o f  l e s s  t h a n  
A $ 2 5  m i l l i o n  a n d  a s m a l l  n u m b e r  o f  m a j o r  o i l  c o m p a n i e s .

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

T h e  m o s t  l i k e l y  f i n a n c i n g  r o u t e  a v a i l a b l e  f o r  t h e  d e v e l o p m e n t  
o f  t h e  s m a l l e r  f i e l d s  b y  t h e  i n d e p e n d e n t  c o m p a n i e s  w o u l d  b e  
t h r o u g h  v e n t u r e  c a p i t a l  o n  t h e  b a s i s  o f  2 0  : 8 0 .  T h a t  i s  t o  
s a y ,  2 0 % w o u l d  b e  l a i d  d o w n  b y  t h e  o w n e r  o f  t h e  r e s e r v e s  a n d  
80% b y  t h e  v e n t u r e  c a p i t a l i s t .  I f  t h e  d e v e l o p m e n t  o f  t h e  
f i e l d s  i s  u n d e r t a k e n  b y  a n  o i l  m a j o r ,  a n  i s s u e  o f  m e d i u m - t e r m  
n o t e s  s e e m s  t o  b e  t h e  p r e f e r r e d  r o u t e .  I n  D e c e m b e r  1 9 8 9  a 
s u b s i d i a r y  o f  o n e  o f  t h e  o i l  m a j o r s  o f f e r e d  t o  t h e  m a r k e t  A $ 1 0 0  
m i l l i o n  o f  c o r p o r a t e  b o n d s  m a t u r i n g  i n  1 9 9 5  w i t h  a  c o u p o n  r a t e  
o f  1 4 % .  T h i s  w a s  p a r t  o f  t h e  c o m p a n y ' s  f i n a n c i n g  p a c k a g e  f o r  
t h e i r  i n v e s t m e n t s  i n  1 9 8 9  a n d  1 9 9 0 .  T h e  g e a r i n g  o f  t h i s  
s u b s i d i a r y  i s  a r o u n d  4 0 % .

i i i )  I n d o n e s i a

F i n a n c e  a v a i l a b l e  f o r  f o r e i g n  c o m p a n i e s  t o  i n v e s t  i n  t h e  f i e l d s  
i n  I n d o n e s i a  w o u l d  b e  p r i m a r i l y  g r a n t e d  o n  a c o r p o r a t e  b a s i s  
r a t h e r  t h a n  l o c a l i s e d  t o  t h e  a s s e t s  i n  t h e  c o u n t r y .  F o r e i g n  
c o m p a n i e s  w h o  h a v e  i n v e s t e d  i n  I n d o n e s i a  o v e r  t h e  p a s t  y e a r s  
h a v e  r a i s e d  t h e i r  l o a n s  o n  a  c o r p o r a t e  b a s i s  a n d  h a v e  n o t  
o b t a i n e d  t h e m  o n  t h e  b a s i s  o f  n o n - r e c o u r s e  l i m i t e d  f i n a n c e .  
I n  f a c t ,  t h e  f i n a n c i a l  c o m m u n i t y  r a n k s  I n d o n e s i a  l a s t  f o r  
f u n d i n g  p u r p o s e s ,  b e h i n d  t h e  U K ,  N o r w a y  a n d  A u s t r a l i a .  I n  t h i s  
r e s p e c t ,  J a p a n e s e  b a n k s  h a v e  a  d i f f e r e n t  a t t i t u d e .  T h e i r  
b e h a v i o u r  i s  m o r e  u n i q u e  t o  t h e m s e l v e s  a n d  d i f f e r s  t o  s om e  
e x t e n t  f r o m  t h e  r e s t  o f  t h e  f i n a n c i a l  c o m m u n i t y .
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i v )  N o r w a y

T h e  N o r w e g i a n  b a n k i n g  s e c t o r  h a s  s u f f e r e d  m a j o r  l o s s e s  i n  t l i e  
p a s t  t h r e e  y e a r s .  T h e  c o l l a p s e  o f  o i l  p r i c e s  i n  1 9 8 6  b r o u g h t  
a b o u t  l o s s e s  o n  b o t h  l o a n s  a n d  g u a r a n t e e s .  T h e  t i d e  i s  j u s t  
b e g i n n i n g  t o  t u r n  a s  a r e s u l t  o f  a g r e a t  d e a l  o f  
r a t i o n a l i s a t i o n  w i t h i n  t h e  b a n k i n g  s e c t o r .  T h e  n a t i o n a l  o i l  
c o m p a n y  S t a t o i l  h o l d s  m o s t  o f  i t s  l o n g - t e r m  d e b t  i n  f o r e i g n  
c u r r e n c y .

R e c e n t  a c q u i s i t i o n s  i n  t h e  o i l  s e c t o r  h a v e  b e e n  f i n a n c e d  
t h r o u g h  i n t e r n a l  c a s h  f l o w  o f  t h e  c o m p a n i e s .  F o r  i n s t a n c e  i n  
M a r c h  1 9 9 0  a F i n n i s h  o i l  c o m p a n y ,  a c q u i r e d  t h e  N o r w e g i a n  a r m  o f  
a n  A m e r i c a n  o i l  c o m p a n y .
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Two -  OTHER ASPECTS OF O IL  INDUSTRY INVESTMENT

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

2 . 1  -  S t r a t e g i c  D e c i s i o n s  o f  C o m p a n i e s

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

I f  o n e  i s  l e d  t o  b e l i e v e  t h a t  a c e r t a i n  o i l  m a j o r ,  s a y ,  i s  
l e a v i n g  A l a s k a ,  o n e  h a s  t o  c l o s e l y  e x a m i n e  t h e  n a t u r e  o f  t h e  
a s s e t s  t h e y  a r e  s e l l i n g .  I s  i t  j u s t  d o w n s t r e a m  ( n a m e l y  
r e f i n i n g  a n d  m a r k e t i n g ) ,  a s  i t  w a s  i n  t h e  c a s e  o f  o n e  c o m p a n y  
r e c e n t l y ,  o r  i s  i t  u p s t r e a m  ( e x p l o r a t i o n  a n d  p r o d u c t i o n ) ?  As  
f a r  a s  i s  k n o w n  t h u  c o m p a n y  c o n c e r n e d  w a s  p l a n n i n g  t o  m a i n t a i n  
i t s  e x p l o r a t i o n  a c r e a g e  i n  A l a s k a .  T h e  p r o d u c t i o n  i t  w a s  
i n t e n d i n g  t o  s e l l  ( w h i c h  i t  s u b s e q u e n t l y  w i t h d r e w ) ,  w a s  s m a l l  
a n d  c o u l d  h a v e  b e e n  p a r t  o f  i t s  r e s t r u c t u r i n g  s t r a t e g y .  
C o m p a n i e s  p e r i o d i c a l l y  u n d e r t a k e  a  p r o g r a m  o f  r a t i o n a l i s a t i o n  
a n d  p u l l  o u t  o f  c e r t a i n  a r e a s  i n  o r d e r  t o  c o n s o l i d a t e  s om e  o f  
t h e i r  o t h e r  a c t i v i t i e s .  I f  t h e y  h a v e  a  s m a l l  o p e r a t i o n  i n  a 
p a r t i c u l a r  r e g i o n ,  i t  m a k e s  e c o n o m i c  s e n s e  t o  w i t h d r a w  a n d  
c o n s o l i d a t e  t h e i r  r e s o u r c e s  a n d  e f f o r t s  i n  a r e a s  w h e r e  t h e y  
h a v e  b i g g e r  p r o d u c t i o n  a n d  l e a s e s .

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

E x a m p l e :  I n  1 9 8 8  o n e  o f  t h e  l a r g e s t  i n d e p e n d e n t  o i l  c o m p a n i e s
i n  t h e  UK e x a m i n e d  i t s  i n t e r n a t i o n a l  p o r t f o l i o  o f  a s s e t s  a n d  
d e c i d e d  t o  s e l l  i t s  s m a l l  i n t e r e s t s  i n  c o u n t r i e s  s u c h  a s  
H o l l a n d ,  I r e l a n d ,  e t c .  I t  c h o s e  t o  c o n s o l i d a t e  i t s  a s s e t s  i n  
t h e  UK N o r t h  S e a .  So w h e n  i t  p u t  u p  f o r  s a l e  i t s  D u t c h  
e x p l o r a t i o n  i n t e r e s t s ,  i t  w a s  f a c e d  w i t h  a v e r y  k e e n  i n t e r e s t  
f r o m  a  E u r o p e a n  c o m p a n y  w h o  h a d  m a d e  a d e c i s i o n  a t  b o a r d  l e v e l  
t o  e x p a n d  t h e i r  D u c c h  a c t i v i t i e s .

I n  f a c t  t h e  E u r o p e a n  f i r m  w a s  s o  k e e n  t o  a c q u i r e  t h e  i n t e r e s t  
a n d  c o n c l u d e  t h e  d e a l  t h a t  t h e y  b i d  c o n s i d e r a b l y  a b o v e  t h e  
i n i t i a l  p r i c e  t h e  B r i t i s h  i n d e p e n d e n t  h a d  i n  m i n d .  I n  t h e  e n d ,
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h o w e v e r ,  t h e  B r i t i s h  i n d e p e n d e n t  d i d  n o t  s e l l .  I t  a r r a n g e d  a 
s w o p  o f  t h e  D u t c h  a s s e t s  w i t h  a n o t h e r  c o m p a n y .  T h i s  m a d e  
s e n s e ,  f o r  t h e  c a s h  r e c e i p t s  w o u l d  h a v e  b e e n  s u b j e c t  t o  c a p i t a l  
g a i n s  t a x .

I n  s h o r t  t h e  B r i t i s h  i n d e p e n d e n t ' s  d e c i s i o n  t o  e x i t  t h e  
N e t h e r l a n d s  w a s  i n  n o  w a y  a r e f l e c t i o n  o n  t h e  D u t c h  o i l  a n d  g a s  
t a x a t i o n  r e g i m e .  On t h e  c o n t r a r y ,  t h e  N e t h e r l a n d s  h a s  b e c o m e  
q u i t e  a n  a t t r a c t i v e  a r e a  f o r  t h e  i n d u s t r y  t o  e n t e r  i n  r e c e n t  
y e a r s  ( f u r t h e r  e x p l a i n e d  i n  s e c t i o n  2 . 5  w h e r e  we l o o k  a t  t w o  
m o r e  t a x  j u r i s d i c t i o n s  r e l e v a n t  f o r  c o m p a r i s o n  w i t h  A l a s k a ) .

2 . 2  -  E x i s t e n c e  o f  P r o d u c t i o n  Q u o t a s

A n o t h e r  e l e m e n t  i s  p r o d u c t i o n  c o n t r o l  i m p o s e d  b y  OPEC w i t h i n  
t h e  t h i r t e e n  m em b e r  c o u n t r i e s .  F o r  a c o m p a n y  t o  o p e r a t e  i n  a n y  
o n e  o f  t h e s e  c o u n t r i e s  w h e r e  p r o d u c t i o n  q u o t a s  a r e  i m p o s e d  i s  
a n y t h i n g  b u t  t h e  b e s t  i n v e s t m e n t  c l i m a t e .  A n y  g i v e n  f i e l d  h a s  
a n  o p t i m a l  d e p l e t i o n  r a t e  w i t h  w h i c h  o n e  s h o u l d  n o t  i n t e r f e r e ,  
a s  f a r  a s  o p t i m a l  r e s e r v o i r  m a n a g e m e n t  i s  c o n c e r n e d .  T h i s  w a s  
c o n f i r m e d  b y  t h e  r e s e r v o i r  e n g i n e e r s  d u r i n g  t h e  c o n s u l t a n t s '  
v i s i t  t o  P r u d h o e  B a y .  [ I n  I r a n ,  f o r  e x a m p l e ,  a s  a  r e s u l t  o f  
c o n t i n u o u s  c u t b a c k s  ( d u e  e i t h e r  t o  t h e  G u l f  W a r  o r  OPEC q u o t a s )  
a n d ,  h e n c e ,  p o o r  r e s e r v o i r  m a n a g e m e n t ,  a g r e a t  d e a l  o f  t h e  
c o u n t r y ' s  r e s e r v e s  h a v e  d i m i n i s h e d . ]

C l e a r l y ,  a n  OPEC m em b e r  c o u n t r y  w i t h  a  q u o t a  s y s t e m ,  s u c h  a s  
I n d o n e s i a ,  i s  a n  i n f e r i o r  r e g i o n  c o m p a r e d  t o  A l a s k a  w h e r e  n o  
p r o d u c t i o n  r e s t r i c t i o n  e x i s t s .

2 . 3  -  C o n s e q u e n c e s  o f  C u t b a c k s  i n  P r o d u c t i o n

W i t h i n  t h e  n o n - O P E C  c o u n t r i e s  c h o s e n ,  N o r w a y  h a s  i n  t h e  p a s t  
t h r e e  y e a r s  b e e n  t r y i n g  t o  h e l p  OPEC w i t h  s om e  s e l f - i m p o s e d  
" c u t b a c k s " .  T h i s  v o l u n t a r y  r e s t r a i n t  d u r i n g  1 9 8 9  w a s  7 . 5 % .  
F o r  1 9 9 0  N o r w a y  h a s  r e s t r i c t e d  o i l  c o m p a n i e s  t o  p r o d u c i n g  a t  
95% c a p a c i t y .

A l t h o u g h  t h e  e f f e c t i v e  c u t b a c k  h a s  b e e n  o n  t h e  g r o w t h  o f  
p r o d u c t i o n  a n d  n o t  o n  t h e  a c t u a l  l e v e l  o f  p r o d u c t i o n ,  t h i s  
a g a i n  i s  b o t h  d e s t a b i l i z i n g  a n d  u n d e s i r a b l e  f r o m  t h e  o i l  
i n d u s t r y ' s  v i e w p o i n t .  O n c e  a n  o i l  c o m p a n y  h a s  u n d e r t a k e n  t h e  
i n v e s t m e n t  i n  a  f i e l d  i t  s h o u l d  b e  a l l o w e d  t o  p r o d u c e  a t  t h e  
o p t i m a l  r a t e .  C u t b a c k s  w o u l d  b e  s i m p l y  e a t i n g  i n t o  t h e  p r o f i t s  
o f  t h e  i n d u s t r y .
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I n  d r a w i n g  u p  t a x  c o m p a r i s o n s  b e t w e e n  d i f f e r e n t  c o u n t r i e s ,  i t  
i s  e s s e n t i a l  t h a t  o n e  a l s o  l o o k s  a t  t h e  m i x t u r e  o f  d i f f e r e n t  
c o m p a n i e s  a r t i v e  i . .  t h e  p e t r o l e u m  s e c t o r  o f  t h o s e  r e g i o n s .  
F o d a n y  c h a n e e s  i n  t h e  o i l  t a x a t i o n  c o u l d  a f f e c t  t h e m  
d i f f e r e n t l y .  I t  i s  i m p o r t a n t  t o  s t u d y  h o w  m a n y  l o s e  a n d  h o w  
m a n y  g a i n .

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

T h e  d i s t r i b u t i o n  a n d  m i x t u r e  o f  t h e  l i c e n c e  h o l d e r s  f o r  s om e  o f  
t h e  c o u n t r i e s  e x a m i n e d  i n  t h i s  s t u d y  a r e  g i v e n  h e r e .  T h e s e  t a x
j u r i s d i c t i o n s  a r e :  t h e  U K ,  N o r w a y ,  A u s t r a l i a  a n d  t h e
N e t h e r l a n d s .

i )  I n  t h e  UK t h e r e  a r e  a t o t a l  o f  1 1 8  l i c e n c e  h o l d e r s  o f  w h i c h  
3 9  c o m p a n i e s  h o l d  a r o u n d  94% o f  t h e  t o t a l  l i c e n c e s .  T h e s e  
c o m p a n i e s  w o u l d  b e  c a t e g o r i s e d  a s  t h e  p r i n c i p a l  l i c e n c e  
h o l d e r s .  W h a t  i s  s i g n i f i c a n t  i s  t h a t  t h e  r e m a i n i n g  6 % o f  t h e  
t o t a l  a r e a  l e a s e d  i s  h e l d  b y  7 9  l i c e n c e  h o l d e r s .  T h i s  r e f l e c t s  
t h e  l a r g e  n u m b e r  o f  i n d e p e n d e n t s  a c t i v e  i n  t h e  UK p a r t  o f  t h e  
N o r t h  S e a .

i i )  I n  N o r w a y  t h e r e  a r e  a t o t a l  o f  3 8  l i c e n c e  h o l d e r s  o f  w h i c h
1 7  c o m p a n i e s  h o l d  o v e r  9 6%  o f  t h e  t o t a l  l e a s e s  a s  t h e
p r i n c i p a l  l i c e n c e  h o l d e r s .  L e s s  t h a n  4% o f  t h e  t o t a l  a r e a  
l e a s e d  i s  h e l d  b y  2 1  l i c e n c e  h o l d e r s .  T h e  n u m b e r  o f  
i n d e p e n d e n t s  i n  N o r w a y  i s  s u b s t a n t i a l l y  b e l o w  t h a t  o f  t h e  U K .  
T h i s  i s  s i g n i f i c a n t  -  c o n s i d e r i n g  t h a t  N o r w a y  w i l l  b e  t h e  
l a r g e s t  o i l  a n d  g a s  p r o d u c e r  i n  E u r o p e  a f t e r  1 9 9 4 .

i i i )  T h e r e  a r e  o v e r  t w o  h u n d r e d  p a r t i c i p a n t s  i n  t h e  A u s t r a l i a n  
i n d u s t r y  o f  w h i c h  l e s s  t h a n  a h u n d r e d  a r e  a c t u a l  o w n e r s  o f  o i l  
a n d  g a s  r e s e r v e s .  D e s p i t e  t h e  l a r g e  n u m b e r  o f  p l a y e r s ,  8 6 % o f  
t h e  o i l  a n d  g a s  r e s e r v e s  i s  i n  t h e  h a n d s  o f  n i n e  c o m p a n i e s .  
Am o n g  t h e s e  n i n e  s i g n i f i c a n t  o w n e r s  o f  t h e  r e s e r v e s  a r e  t h r e e  
A u s t r a l i a n s  a n d  t h e  r e s t  a r e  i n t e r n a t i o n a l  m a j o r s .

i v )  I n  t h e  N e t h e r l a n d s  t h e r e  a r e  a t o t a l  o f  6 4  l i c e n c e  h o l d e r s  
o f  w h i c h  2 0  c o m p a n i e s  h o l d  a r o u n d  85% o f  t h e  t o t a l  l e a s e s  a s  
t h e  p r i n c i p a l  l i c e n c e  h o l d e r s .  L e s s  t h a n  15% o f  t h e  t o t a l  a r e a  
l e a s e d  i s  h e l d  b y  4 4  l i c e n c e  h o l d e r s .  W h a t  c o n t r a s t s  H o l l a n d  
w i t h  t h e  o t h e r  t w o  i s  t h e  l o w e r  c o n c e n t r a t i o n  o f  t h e  p r i n c i p a l  
l i c e n c e e s  -  85%  a g a i n s t  9 4%  i n  t h e  UK m d  96% i n  N o r w a y .

2 .4  -  M ix t u r e  o f  C om p a n ie s  A c t i v e  i n  an A re a
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T h e  c o n s u l t a n t  h a s  n o t  b e e n  a b l e  t o  o b t a i n  t h e  c o m p a r a b l e  
d i s t r i b u t i o n  f i g u r e s  f o r  A l a s k a .  T h i s  c o m p a r i s o n  c o u l d  l ie 
c a r r i e d  o u t  p e r h a p s  a t  a  l a t e r  d a t e  w i t h  t h e  h e l p  o f  t h e  
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .

2 . 5  -  A L o o k  a t  Tw o  M o r e  T a x  J u r i s d i c t i o n s  R e l e v a n t  f o r  
C o m p a r i s o n  w i t h  A l a s k a ;  T h e  N e t h e r l a n d s  a n d  C a n a d a

A t  t h e  J a n u a r y  m e e t i n g  o f  t h e  I n t e r n a t i o n a l  T a x  C o m p a r i s o n  
C o m m i t t e e  i t  w a s  r e q u e s t e d  t h a t  t h e  c o m p a r a t i v e  s t u d y  o f  
t a x a t i o n  f o r  A l a s k a  s h o u l d  i n c l u d e  a b r i e f  r e v i e w  o f  t h e  t a x  
a n d  i n d u s t r y  a c t i v i t i e s  i n  t w o  m o r e  r e g i o n s :  T h e  N e t h e r l a n d s  
a n d  C a n a d a .

i )  D u t c h  P e t r o l e u m  T a x e s  a n d  E n v i r o n m e n t

A l t h o u g h  D u t c h  o f f s h o r e  a c t i v i t i e s  c a n  b e  r e g a r d e d  a s  b e i n g  i n  
t h e  m a t u r e  p h a s e ,  t h e  o i l  i n d u s t r y  h a s  w i t n e s s e d  a g r o w i n g  
n u m b e r  o f  t a k e o v e r s .  M o r e o v e r ,  a s s e t s  h a v e  b e e n  c h a n g i n g  h a n d s  
m o r e  f r e q u e n t l y  i n  r e c e n t  y e a r s .  I t  i s  e v i d e n t  t h a t  i n t e r e s t  
i n  t h e  N e t h e r l a n d s  i s  r i s i n g  a n d  o i l  c o m p a n i e s ,  b o t h  l a r g e  a n d  
s m a l l ,  h a v e  p a i d  p r e m i u m  p r i c e s  t o r  t h e  p u r c h a s e  o f  a s s e t s  i n  
t h i s  a r e a .  A g o o d  e x a m p l e  i s  t h e  p u r c h a s e  o f  s u c h  a s s e t s  b y  a  
B r i t i s h  i n d e p e n d e n t  i n  O c t o b e r  1 9 8 8 .

F u r t h e r m o r e ,  w h e n  t h e  D u t c h  s e v e n t h  r o u n d  o f  l i c e n s i n g  t o o k  
p l a c e  d u r i n g  1 9 8 8  ( o v e r  t h e  p e r i o d  1 O c t o b e r  t o  3 0  D e c e m b e r ) ,  
1 1 5  a p p l i c a t i o n s  w e r e  r e c e i v e d  f r o m  2 3  d i f f e r e n t  c o n s o r t i a  
a m o u n t i n g  t o  5 9  d i f f e r e n t  c o m p a n i e s .  A b r i e f  o v e r v i e w  o f  t h e  
D u t c h  t a x a t i o n  s y s t e m  i s  g i v e n  b e l o w .

N e t h e r l a n d s  F i s c a l  R e g i m e

T h e  D u t c h  P e t r o l e u m  T a x  R e g i m e  h a s  t w o  m a i n  c o m p o n e n t s  w h i c u  
a r e  m u t u a l l y  d e p e n d e n t .  T h u s  t h e  c o m p u t a t i o n  o f  t h e  t a x  
l i a b i l i t y  i s  i n  a w a y  s i m i l a r  t o  t h e  s o l u t i o n  o f  a s i m u l t a n e o u s  
e q u a t i o n s  s y s t e m .  T h e r e  a r e  t w o  t y p e s  o f  l i c e n c e s  -  ' o l d '  a n d  
' n e w ' .  T h i s  d i s t i n c t i o n  e s s e n t i a l l y  a m o u n t s  t o  a  r i n g  f e n c e  
w h e r e b y  l o s s e s  f r o m  o n e  g r o u p  c a n n o t  b e  o f f s e t  a g a i n s t  p r o f i t s  
f r o m  a n o t h e r .

a )  R o y a l t y :

R o y a l t y  i s  c h a r g e d  o n  a f i e l d  d e p e n d i n g  o n  i t s  p r o d u c t i o n  r a t e  
a n d  t h e  t i m e  w h e n  t h e  l i c e n c e  w a s  f i r s t  a w a r d e d .  T h e  r a t e  i s  
h a l v e d  i f  t h e r e  i s  s t a t e  p a r t i c i p a t i o n  i n  a  g i v e n  l i c e n c e .  
R o y a l t y  r a t e  d o e s  n o t  e x c e e d  1 6 % .
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b )  P r o f i t  S h a r e  T a x  ( P S T ) :

D u e  t o  t h e  s i m u l t a n e i t y  p r o b l e m  m e n t i o n e d  a b o v e ,  i t  b e c o m e s  
i m p e r a t i v e  t o  c o m p u t e  p r o v i s i o n a l  v a l u e s  o f  p r o f i t  s h a r e  t a x  
a n d  c o r p o r a t i o n  t a x  ( e x p l a i n e d  b e l o w ) .  T h u s ,  t h e  p r o v i s i o n a l  
PST e s t i m a t e  i s  i n c o m e  l e s s  r o y a l t y ,  o p e r a t i n g  c o s t ,  
d e p r e c i a t i o n  a n d  u p l i f t .  U p l i f t  i s  a t  t h e  r a t e  o f  70% f o r  n e w
l i c e n c e s  a n d  50% f o r  o l d  l i c e n c e s .  W hen  t h e  p r o v i s i o n a l
c o r p o r a t i o n  t a x  c a l c u l a t i o n  h a s  b e e n  m a d e  t h e  f i n a l  l i a b i l i t y  
o f  PST c a n  b e  c o m p u t e d  t a k i n g  t h e  p r o v i s i o n a l  CT i n t o  a c c o u n t .  
PST i 3  p a i d  i n  t w o  i n s t a l m e n t s  w i t h  o n  a v e r a g e  a  d e l a y  o f  a b o u t  
s e v e n  m o n t h s .

c )  C o r p o r a t i o n  T a x  ( C T ) :

C o r p o r a t i o n  T a x  i s  p r o v i s i o n a l l y  c a l c u l a t e d  o n  a p p r o x i m a t e l y  
t h e  s am e  b a s i s  a s  PST a n d  i s  n o t  s u b j e c t  t o  a n y  r i n g  f e n c e
p r o v i s i o n s .  O n c e  t h e  f i n a l  PST c a l c u l a t i o n  h a s  b e e n  m a d e ,
l i a b i l i t y  f o r  CT c a n  b e  c a l c u l a t e d  w i t h  t h e  PST i n c u r r e d  
r e m o v e d  f r o m  t h e  i n c o m e  l i a b l e  f o r  t a x a t i o n .  CT i s  p a y a b l e  o n  
a v e r a g e  1 8  m o n t h s  a f t e r  l i a b i l i t y  i s  i n c u r r e d .  F r o m  M a r c h  1 9 8 8  
C o r p o r a t i o n  T a x  h a s  b e e n  3 5% .

i i )  C a n a d i a n  P e t r o l e u m  T a x e s  a n d  E n v i r o n m e n t :

W hen  e x a m i n i n g  t h e  C a n a d i a n  s y s t e m  i t  i s  i m p o r t a n t  t o  n o t e  t h a t  
t h e  c o u n t r y  h a s  a v e r y  h e t e r o g e n e o u s  m i x t u r e  o f  f i e l d s  l o c a t e d  
i n  d i f f e r e n t  p a r t s  o f  t h e  c o u n t r y .  T h e r e  a r e  c o n s i d e r a b l e  
v a r i a t i o n s  i n  f i e l d  s i z e s  a n d  f i e l d  c o s t s .

T h e  o i l  a n d  g a s  f i s c a l  s y s t e m  u n d i . ^ w e n t  m a j o r  r e v i s i o n s  f r o m  
t h e  m i d - 1 9 8 0 s  w h i c h  w e r e  i n t r o d u c e d  b y  b o t h  t h e  P r o v i n c i a l  
G o v e r n m e n t s  o f  C a n a d a  a n d  t h e  F e d e r a l  G o v e r n m e n t .  T h e  p r i m e  
i n t e n t i o n  o f  t h i s  r e v i s i o n  w a s  t o  d e v i s e  a s y s t e m  t h a t  w a s  
g e a r e d  t o  m a r k e t  f o r c e s  i n  t h e  o i l  a n d  g a s  i n d u s t r y .

M o s t  s i g n i f i c a n t  w a s  t h e  a b o l i t i o n  o f  P e t r o l e u m  & G a s  R e v e n u e  
T a x  ( P G R T )  b o t h  f o r  n e w  f i e l d s  ( w i t h  e f f e c t  f r o m  1 9 8 5 ) ,  a n d  f o r  
f i e l d s  a l r e a d y  i n  p r o d u c t i o n  ( w i t h  e f f e c t  f r o m  1 9 8 8 ) .  T h e  PGRT 
o n  t h e  l a t t e r  c a t e g o r y  w a s  g r a d u a l l y  r e d u c e d  t o  z e r o  o v e r  a 
p e r i o d  o f  t h r e e  y e a r s .

P a r a l l e l  t o  t h e  c u t  i n  t a x e s  w a s  t h e  r e m o v a l  o f  i n v e s t m e n t  t a x  
c r e d i t  i n  1 9 8 8 .  B y  t h e  s u m m e r  o f  1 9 8 9  C o r p o r a t e  i n c o m e  t a x  
b e c a m e  3 3 % .  C u r r e n t l y  n o  p r o v i n c i a l  t a x e s  e x i s t  f o r  o f f s h o r e  
o i l  p r o d u c t i o n .
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I n  A l b e r t a ,  t h e  c u r r e n t  p r o v i n c i a l  r o y a l t y  f o r m u l a  t a k e s  
a c c o u n t  o f  t h r e e  m a j o r  f a c t o r s :  i )  t h e  t i m e  o f  d i s c o v e r y ,  i i )  
t h e  l e v e l  o f  o i l  p r i c e s ,  a n d  i i i )  t h e  v o l u m e  o f  w e l l  
p r o d u c t i o n .  T h e  m a j o r  t a x  r e l i e f s  a r e  r o y a l t y  h o l i d a y ,  r o y a l t y  
t a x  c t a d i t  a n d  r o y a l t y  r e b a t e s .

T h e  r e f o r m e d  t a x  s y s t e m  ( a f t e r  t h e  N a t i o n a l  E n e r g y  P r o g r a m  o f  
1 9 8 5 )  a p p l i e d  t o  A l b e r t a  i s  q u i t e  c o m p l e x  a n d  d e t a i l s  o f  t h e  
s t r u c t u r e  o f  t h e  t a x  a r e  b e y o n d  t h e  s c o p e  o f  t h i s  r e p o r t .  [ F o r  
f u r t h e r  i n f o r m a t i o n  s e e  D e p t ,  o f  E n e r g y ,  M i n e s  & R e s o u r c e s  o f  
C a n a d a  R e p o r t  ( 1 9 8 5 ) :  T h e  N a t i o n a l  E n e r g y  P r o g r a m  ( O t t a w a ,
C a n a d a ) . ]

T h e  t a x  s c h e m e  i n t r o d u c e d  a f t e r  t h e  N a t i o n a l  E n e r g y  P r o g r a m  
p r o v i d e s  i n c e n t i v e s  f o r  f u r t h e r  e x p l o r a t i o n  p a r t i c u l a r l y  i n  
A l b e r t a .  I n d e e d ,  c o m p a r e d  t o  m o s t  o i l  p r o d u c i n g  r e g i o n s  o f  t h e  
w o r l d ,  t h e  C a n a d i a n  t a x  s y s t e m  i s  m o r e  c o n d u c i v e  t o  e x p l o r a t i o n  
a c t i v i t i e s .



T h re e  -  INTERACT ION OF GOVERNMENT AND O IL  INDUSTRY

I t  h a s  h a p p e n e d  i n  m a n y  r e g i o n s  t h a t  a t  t h e  t i m e  l i c e n c e s  f o r  
e x p l o r a t i o n  a n d  d e v e l o p m e n t  o f  f i e l d s  a r e  g i v e n ,  t h e  g o v e r n m e n t  
o f  a p a r t i c u l a r  r e g i o n  h a s  h a d  a f a i r l y  l a x  a t t i t u d e  t o w a r d s  
t a x e s  a n d  r o y a l t i e s .  O n c e  t h e  i n d u s t r y  h a s  t a k e n  a l l  t h e  r i s k s  
a n d  s u n k  f u n d s  i n t o  i n v e s t m e n t  -  h a v i n g  f o u n d  i t  p r o f i t a b l e  o n  
t h e  b a s i s  o f  t h e  i n i t i a l  c a l c u l a t i o n  -  t h e  g o v e r n m e n t  t h e n  
L ^ v i 3 e s  t h e  t a x  u p w a r d  ( s o m e t i m e s  g r a d u a l l y  a n d  s o m e t i m e s  m o r e  
s t e e p l y )  a n d  p r e v e n t s  t h e  i n v e s t o r s  f r o m  a c q u i r i n g  t h e  r e w a r d s  
f o r  w h i c h  t h e y  t o o k  t h e  i n i t i a l  r i s k s .  T h i s  h a p p e n e d  i n  t h e  
1 9 7 0 s  i n  B r i t a i n  a s  a r e s u l t  o f  d e c i s i o n s  t a k e n  b y  t h e  L a b o u r  
G o v e r n m e n t  w h i c h  w a s  i n  p o w e r  b e t w e e n  1 9 7 4  a n d  1 9 7 9 .

3 . 1  ~ B R I T A I N

T h e  d e t e r i o r a t i o n  o f  r e l a t i o n s  b e t w e e n  t h e  B r i t i s h  G o v e r n m e n t  
a n d  t h e  o i l  i n d u s t r y  d u r i n g  t h e  1 9 7 0 s  c a n  b e s t  b e  e x p l a i n e d  
t h r o u g h  t h e  e x p e r i e n c e s  o f  a n  A m e r i c a n  o i l  i n d e p e n d e n t  c a l l e d  
M e s a  P e t r o l e u m  [ a s  n a r r a t e d  b y  t h e  c o m p a n y  c h a i r m a n  T .  B o o n e  
P i c k e n s  J r .  i n  B o o n e  ( 1 9 7 8 ) ,  H o d d e r  & S t o u g h t o n  L t d . ,  G r e a t  
B r i t a i n ,  p p  1 1 2  ~  T T l  ] . M e s a  P e t r o l e u m ,  n o w  w o r t h  a r o u n d  $ 3  
b i l l i o n ,  b o t h  e n t e r e d  a n d  e x i t e d  t h e  UK N o r t h  S e a  d u r i n g  t h a t  
d e c a d e .

A f t e r  t h e  d i s c o v e r y  o f  o i l  i n  t h e  N o r t h  S e a  i n  1 9 6 5 ,  t h e  
B r i t i s h  G o v e r n m e n t  g a v e  5 0 , 0 0 0 - a c r e  t r a c t s  f r e e  t o  a n y  c o m p a n y  
who  u n d e r t o o k  t o  c a r r y  o u t  e x p l o r a t i o n  i n  t h a t  r e g i o n .  M e s a  
P e t r o l e u m  o b t a i n e d  t w o  l i c e n c e s  i n  t h e  e a r l y  1 9 7 0 s  a n d  e x p l o r e d  
f o r  t w o  y e a r s .  B y  t h e  m i d - 1 9 7 0 s  t h e y  h a d  a d i s c o v e r y .  T h i s  
w a s  t h e  B e a t r i c e  f i e l d ,  n am e d  a f t e r  t h e  c h a i r m a n ' s  w i f e .

W h i l e  t h e  A m e r i c a n  i n d e p e n d e n t  w a s  e x p l o r i n g  a n d  s p e n d i n g  
m i l l i o n s  o f  d o l l a r s ,  a  n ew  L a b o u r  G o v e r n m e n t  c am e  i n t o  p o w e r  i n  
1 9 7 4  a n d  t h e  r u l e s  c h a n g e d .  T h e y  c r e a t e d  a s t a t e  o i l  c o m p a n y  
n am e d  t h e  B r i t i s h  N a t i o n a l  O i l  C o r p o r a t i o n  ( B N O C ) .  O i l  
c o m p a n i e s  w e r e  t o l d  t h e n  t h a t  t h e y  h a d  t o  n e g o t i a t e  w i t h  BNOC 
w ho  w a n t e d  " p a r t i c i p a t i o n " .

M e s a  p r o t e s t e d  t o  t h e  UK G o v e r n m e n t  t h a t  t h e y  h a d  s i g n e d  a n  
a g r e e m e n t  w i t h  t h i i r  c o m p a n y .  T h e  r e s p o n s e  t h e y  r e c e i v e d  w a s ,  
s a y s  t h e  c h a i r m a n  o f  t h e  c o m p a n y ,  " I f  I  d i d n ' t  l i k e  t h e  t e r m s ,  
t h e y  c o u l d  m a k e  t h i n g s  a l o t  w o r s e  f o r  u s " .
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M e s a  e n t e r e d  i n t o  a  s e r i e s  o f  l o n g  a n d  a r d u o u s  n e g o t i a t i o n s  
w i t h  t h e  UK D e p a r t m e n t  o f  E n e r g y  a n d  w a s  f i n a l l y  t o l d  b y  a n  
o f f i c i a l  t h e r e ,  " Y o u  m i g h t  a s  w e l l  g i v e  u p .  T h i s  h a s  b e e n
d e c i d e d . "  BNOC t o o k  a  t w e n t y  p e r c e n t  i n t e r e s t  i n  t h e  f i e l d .  
T o  M e s a  t h i s  w a s  a n  u n u s u a l  ' c o l l a b o r a t i o n ' ,  s i n c e  t h e  n ew
p a r t n e r  h a d  n o  f i n a n c i a l  r i s k  b u t  h a d  a  v e t o  p o w e r  o n  
e v e r y t h i n g .  T h i s  i n c l u d e d  M e s a ' s  e x p e n d i t u r e .  T h e y  d i s c o v e r e d  
t h a t  " t h e  o r i g i n a l  p a r t n e r s  o f  t h e  ^ i e l d  w u u l d  c o n t i n u e  t o  
s h a r e  a l l  t h e  r i s k s  a n d  c o s t s  o f  d e v e l o p i n g  t h e  f i e l d " .  A s  
M e s a ' s  c h a i r m a n  p u t  i t ,  " T h i s  w a s  t h e  B r i t i s h  i d e a  o f  
p a r t n e r s h i p " .

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

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

I n  1 9 7 8  M e s a  c o m p l a i n e d  t o  a n  o f f i c i a l  o f  t h e  D e p a r t m e n t  o f  
E n e r g y  h o w  t h e y  w e r e  w a s t i n g  t h e i r  m o n e y  o n  t h e  o n e  h a n d  a n d  
i n c r e a s i n g  t h e i r  t a x e s  o n  t h e  o t h e r ,  l e a v i n g  t h e m  w i t h  l i t t l e  
p r o f i t .  T h i s  c o u l d  f o r c e  t h e m  t o  l e a v e .

T h e  o f f i c i a l  r e p l i e d ,  " O h  y o u ' l l  s t a y .  We h a v e  s t u d i e d  p e o p l e
l i k e  y o u .  Y o u  a r e  a n  e n t r e p r e n e u r .  Y o u  h a v e  t o  k e e p  r i s k i n g  
y o u r  m o n e y ,  b e c a u s e  t h a t ' i .  t h e  w a y  y o u  a r e " .  T h a t  s t a t e m e n t  
t u r n e d  o u t  t o  b e  t h e  s t r a w  t h a t  b r o k e  t h e  c a m e l ' s  b a c k .  M e s a
a t  t h a t  p o i n t  m a d e  a  f i n a l  d e c i s i o n  t o  l e a v e  t h e  UK a n d  s e l l
o f f  t h e i r  N o r t h  S e a  o p e r a t i o n .  " I f  t h e r e  i s  n o  p r o f i t ,  a n  
e n t r e p r e n e u r  i s n ' t  g o i n g  t o  b e  i n t e r e s t e d  v e r y  l o n g , "  s a i d  t h e  
c h a i r m a n  o f  M e s a  t o  t h e  DOE o f f i c i a l .

BNOC h a d  t h e  o p t i o n  t o  b u y  t h e  p r o d u c t i o n  f r o m  a n y  f i e l d ,  
s h o u l d  a  p a r t n e r  w i s h  t o  s e l l .  T h i s  p r o v e d  a n o t h e r  a r d u o u s  a n d  
a g o n i s i n g  o r d e a l  f o r  M e s a  w h e n  n e g o t i a t i n g  a p r i c e  w i t h  t h e  
s t a t e  o i l  c o m p a n y .  M e s a  f i n a l l y  l e f t  B r i t a i n  i n  1 9 7 9  w i t h  
$ 3 1 . 2  m i l l i o n  p r o f i t .  B u t  t o  t h e m  t h i s  w a s  n o t  s u c h  a g o o d
d e a l ,  f o r  t h e y  s o l d  t h e i r  l a r g e s t  d i s c o v e r y  a t  a w h o l e s a l e
p r i c e .
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When  t h e  C o n s e r v a t i v e s  c am e  t o  p o w e r  i n  1 9 7 9 ,  a f t e r  a n  i n i t i a l  
p h a s e  o f  t a x  i n c r e a s e s ,  t h e  p e t r o l e u m  f i s c a l  p o l i c y  w a s  
r e v e r s e d  a n d  t h e  s y s t e m  b e c a m e  m o r e  p r o f i t  o r i e n t e d .  D o w n w a r d  
r e v i s i o n s  w e r e  i n t r o d u c e d  y e a r  a f t e r  y e a r .  A c c o r d i n g l y ,  
e x p l o r a t i o n  a n d  d e v e l o p m e n t  a c t i v i t i e s  i n  c h e  UK s i d e  o f  t h e  
N o r t h  S e a  r e s p o n d e d  p o s i t i v e l y  a s  s h o w n  i n  F i g .  1 a n d  F i g .  2 .

P a r a l l e l  t o  t h e  i n c r e a s e d  l e v e l  o f  a c t i v i t i e s  w a s  a r e d u c t i o n  
i n  UK g o v e r n m e n t  r e v e n u e  f r o m  t h e  o i l  a n d  g a s  s e c t o r  a s  
p o r t r a y e d  i n  T a b l e  i .  T h i s  d e c l i n e  i n  r e v e n u e ,  w h i c h  i s  
p a r t l y  d u e  t o  t h e  c o l l a p s e  o f  o i l  p r i c e s  i n  1 9 8 6  a n d  p a r t l y  d u e  
t o  r e d u c e d  p r o d u c t i o n ,  r e f l e c t s  t h e  m a g n i t u d e  o f  e x p l o r a t i o n  
c o s t s  o f f s e t  a g a i n s t  t a x a t i o n .  M o r e o v e r ,  F i g .  3 s h o w s  t h a t  t h e  
s u b s t a n t i a l  d r o p  i n  UK g o v e r n m e n t  r e v e n u e  i s  n o t  m a t c h e d  b y  a 
s i g n i f i c a n t  f a l l  i n  o i l  a n d  g a s  p r o d u c t i o n  d u r i n g  t h e  y e a r s  
1 9 8 6 ,  ' 8 7  a n d  ' 8 8 . T h e  f a l l  i n  p r o d u c t i o n  i n  1 9 8 8  w a s  p a r t l y  
d u e  t o  t h e  s h u t d o w n  o f  f i e l d s  c a u s e d  b y  a c c i d e n t s  s u c h  a s  t h a t  
o f  t h e  P i p e r  A l p h a  f i e l d .

I n  1 9 8 8  a t  a  g a t h e r i n g  o r g a n i s e d  b y  t h e  c o n s u l t a n t ,  t h e  L a b o u r  
P a r t y  S p o k e s m a n  f o r  E n e r g y  a d d r e s s e d  s om e  t w o  h u n d r e d  s e n i o r  
e x e c u t i v e s  o f  t h e  o i l  i n d u s t r y .  H i s  o n l y  m e s s a g e  s e e m e d  t o  b e  
" T e l l  u s  w h a t  y o u  w a n t  a n d  we s h a l l  a c t  u p o n  i t . "  T h i s  w a s  
i n t e r p r e t e d  b y  t h e  a t t e n d a n t s  a s  a s i g n  t h a t  t h e  L a b o u r  P a r t y  
h a d  n o  c l e a r  d i r e c t i o n .  M a n y  o f  t h e  p a r t i c i p a n t s  l e f t  t h e  
m e e t i n g  r e l i e v e d  t h a t  t h e  L a b o u r  P a r t y  w e r e  n o t  i n  p o w e r ,  n o t  
h a v i n g  f o r g o t t e n  t h e  p a r t y ' s  g r i m  p o l i c i e s  o f  t h e  m i d -  a n d  l a t e  
7 0 s .

P r e s e n t l y  t h e  UK i s  o n e  o f  t h e  m o s t  a t t r a c t i v e  r e g i o n s  f o r  
e x p l o r a t i o n  a n d  d e v e l o p m e n t  f r o m  a  t a x a t i o n  p o i n t  o f  v i e w .  
S u f f i c e  i t  t o  s a y ,  t h e  s h o r t f a l l  i n  r e v e n u e  f r o m  t h e  o i l  a n d  
g a s  s e c t o r  c o u l d  b e  r e a d i l y  a b s o r b e d  b y  t h e  g o v e r n m e n t ,  f o r  i t  
c o i n c i d e d  w i t h  i t s  p r i v a t i s a t i o n  o f  m a n y  l a r g e  c o r p o r a t i o n s ,  
s u c h  a s  B r i t i s h  G a s ,  B r i t i s h  T e l e c o m ,  B r i t i s h  A i r p o r t s  
A u t h o r i t y ,  e t c .

I f  o n e  l o o k s  a t  f o r e c a s t s  m a d e  f o r  t h e  UK f u t u r e  o i l  p r o d u c t i o n  
p r o f i l e  m a d e  i n  t h e  e a r l y  1 9 8 0 s ,  a s h a r p  d e c l i n e  w a s  f o r e s e e n  
f o r  t h e  e n d  o f  t h e  d e c a d e  w i t h  t h e  p e a k  p r o j e c t e d  f o r  1 9 8 4 / 5 .  
I n  f a c t  t h i s  t r e n d  p r o v e d  i n c o r r e c t  a n d  t h e  d e c l i n e  h a s  b e e n  
m u c h  l e s s  s e v e r e .  T h i s  c a n  t o  s om e  e x t e n t  b e  a t t r i b u t e d  t o  t h e  
c o n t i n u a l  r e v i s i o n  o f  t a x e s  a n d ,  h e n c e ,  e n c o u r a g e m e n t  g i v e n  
t o w a r d s  f u r t h e r  i n v e s t m e n t  b y  t h e  g o v e r n m e n t .

■
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T a b l e  1 :  TAXES AND R O Y A L T I E S  A T T R I B U T A B L E  TO UK AND UKCS O I L  AND GAS

F i n a n c i a l
Y e a r

1 9 7 9 / 8 0 1 9 8 0 / 1 1 9 8 1 / 2 1 9 8 2 / 3 1 9 8 3 / 4 1 9 8 4 / 5 1 9 8 5 / 6 1 9 8 6 / 7 1 9 8 7 / 8 1 9 8 8 / 9
( p r o v )

( £  M i l l i o n )

R o y a l t y 6 2 8 9 9 2 1 3 9 6 1 6 3 2 1 9 0 4 2 4 2 6 2 0 5 7 9 1 9 1 0 2 4 6 0 0

S u p p l e m e n t a r y  
P e t r o l e u m  D u t y - - 2 0 2 5 2 3 9 5 - - - - - -

P e t r o l e u m  
R e v e n u e  T a x 1 4 3 5 2 4 1 0 2 3 9 0 3 2 7 4 6 0 1 7 7 1 7 7 6 3 7 5 1 1 8 8 2 2 9 6 1 3 0 0

C o r p o r a t i o n
T a x 2 5 0 3 4 1 6 8 1 5 2 1 8 7 7 2 4 2 5 2 9 1 7 2 6 8 3 1 3 5 0 1 3 0 0

T o t a l
R e v e n u e s 2 3 1 3 3 7 4 3 6 4 9 2 7 8 2 2 8 7 9 8 1 2 0 2 8 1 1 3 4 9 4 7 9 0 4 6 7 0 3 2 0 0

S o u r c e :  UK D e p a r t m e n t  o f  E n e r g y ,  T h e  D e v e l o p m e n t  o f  O i l  & G a s  R e s o u r c e s  
o f  t h e  U n i t e d  K i n g d o m ,  L o n d o n ,  HMSO , A p r i l  1 9 8 9 .
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F i g .  1 :  OFFSHORE EXPLORATION AND APPRA ISAL WELL D R IL L IN G
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S o u r c e :  UK D e p a r tm e n t o f  E n e r g y ,  T he D e v e lo p m e n t
o f  O i l  & Gas R e s o u r c e s  o f  t h e  U n i t e d
K in g d o m , L o n d o n , HMS0, A p r i l  1 9 8 9 .
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F i g .  2 :  OFFSHORE DEVELOPMENT WELL  D R I L L I N G
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S o u r c e :  UK D e p a r tm e n t o f  E n e r g y , The D e v e lo p m e n t
o f  O i l  & Gas R e s o u r c e s  o f  t h e  U n i t e d
K in g d o m , L o n d o n , HMSO, A p r i l  1 9 8 9 .



F i g .  3 :  UKCS AND ONSHORE OIL AND GAS PRODUCTION COMPARED
WITH UK TOTAL PRIMARY FUEL CONSUMPTION

PRO D UCTIO N

N atural G a s

Oil

CONSUM PTION

N u cle ar and H yd ro -E le ctrlc lty

C o a l

N atural G a s

Oil

S o u r c e :  UK D e p a r tm e n t o f  E n e r g y ,  The D e v e lo p m e n t
o f  O i l  & Gas R e s o u r c e s  o f  th e  U n i t e d
K in g d o m , L o n d o n , HMSO, A p r i l  1 9 8 9 .
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I n  J u l y  1 9 8 7  a B r i t i s h  c o m p a n y  m a d e  a n  o f f e r  t o  p u r c h a s e  5 0  p e r  
c e n t  o f  t h e  s h a r e s  o f  a  p u b l i c l y  q u o t e d  C a n a d i a n  o i l  a n d  g a s  
c o m p a n y .  T h e  c o m p a n y ,  w o r t h  t h e n  a b o u t  C $ 8 0 0  m i l l i o n ,  w a s  
b a s e d  i n  A l b e r t a  a n d  o w n e d  s u b s t a n t i a l  a s s e t s  i n  t h e  UK N o r t h  
S e a ,  w h i c h  w e r e  o f  i n t e r e s t  t o  t h e  l a r g e  B r i t i s h  c o m p a n y .

T h e  o f f e r  w a s  a p p r o v e d  b y  t h e  B o a r d  o f  D i r e c t o r s  o f  t h e  
C a n a d i a n  c o m p a n y  a n d  t h e  B r i t i s h  f i r m  w a s  l e d  t o  b e l i e v e  t h a t  
t h e  a c q u i s i t i o n  w o u l d  b e  a p p r o v e d  b y  t h e  C a n a d i a n  G o v e r n m e n t .

A b o u t  a y e a r  p r i o r  t o  t h e  o f f e r ,  t h e  C a n a d i a n  G o v e r n m e n t  h a d  
d e c i d e d  t o  r e v e r s e  i t s  i n t e r v e n t i o n i s t  p o l i c i e s  a n d  h a d  o p t e d  
t o  a c t u a l l y  e n c o u r a g e  f o r e i g n  i n v e s t m e n t  i n  C a n a d a .  I t  c h a n g e d  
t h e  n am e  o f  t h e  q u a n g o  h i t h e r t o  c a l l e d  " F I R A "  ( a  f o r e i g n  
i n v e s t m e n t  r e v i e w  b o d y )  t o  " I n v e s t m e n t  C a n a d a ' ’ . I n d e e d ,  t h e  
n am e  i t s e l f  h a d  t h e  c o n n o t a t i o n  t h a t  t h e  s t a t e  w a s  i n  f a v o u r  o f  
t h e  f l o w  o f  c a p i t a l  t o  t h e  c o u n t r y .  B u t  t h i s  t u r n e d  o u t  n o t  t o  
b e  t h e  c a s e  w h e n  t h e  B r i t i s h  f i r m ' s  o f f e r  w a s  p r e s e n t e d  f o r  
g o v e r n m e n t  a p p r o v a l .  T h e  f o r m e r  w a s  g i v e n  a g r e a t  d e a l  o f  
t r o u b l e  h a v i n g  a l r e a d y  a n n o u n c e d  t h e  d e a l  t o  i t s  s h a r e h o l d e r s .

T h e  e x e c u t i v e s  o f  t h e  C a n a d i a n  f i r m  h a d  t o  c a r r y  o u f 
t i r e s o m e  n e g o t i a t i o n s  t r y i n g  t o  u n t a n g l e  t h e  b u r e a u c *  n
O t t a w a  w h i l e  a t  t h e  s am e  t i m e  m a i n t a i n i n g  t h e  i n t e - »nd
g o o d w i l l  o f  t h e  B r i t i s h  i n v e s t i n g  f i r m .

I n  t h e  e n d  t h e  g o v e r n m e n t  i n  O t t a w a  d i d  n o t  g i v e  i - ;d  t h e  
B r i t i s h  c o m p a n y  h a d  t o  s p l i t  i t s  49% s h a r e h o l d i n g  t o  I v o t i n g  
s h a r e s  a n d  t h e  r e m a i n i n g  19%  n o n - v o t i n g  Z s h a r e s .

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

I n  N o v e m b e r  1 9 8 7  a B e l g i a n  o i l  a n d  g a s  c o m p a n y  a t t e m p t e d  t o  
e n t e r  C a n a d a  b y  m a k i n g  a c q u i s i t i o n s .  A g a i n  t h e  b a r r i e r s  p o s e d  
b y  t h e  g o v e r n m e n t  f o r c e d  t h e  c o m p a n y  t o  r e t u r n  e m p t y - h a n d e d .

T h e  C a n a d i a n  p r o t e c t i o n i s t  p o l i c i e s  h a v e  i n d e e d  b e e n  d a m a g i n g  
a n d  c o u n t e r - p r o d u c t i v e .  P r e s e n t l y  t h e  g o v e r n m e n t  i s  i n  s e v e r e  
f i n a n c i a l  d i f f i c u l t y  s u f f e r i n g  f r o m  a  l a r g e  b u d g e t  d e f i c i t .  
S om e h ow  t h e  p o l i c y - m a k e r s  s e e m  t o  i g n o r e  t h e  e c o n o m i c  r e a l i t y  
t h a t  t h e  l o w e r  t h e  l e v e l  o f  i n v e s t m e n t ,  t h e  l o w e r  t h e  l e v e l  o f  
a c t i v i t y ,  a n d ,  h e n c e ,  t h e  l e s s  t a x  r e v e n u e  a v a i l a b l e  f o r  
g o v e r n m e n t .  T o d a y  t h e  p u b l i c  s e c t o r  d e b t - s e r v i c i n g  b u r d e n  i n  
C a n a d a  i s  t e n  t i m e s  h i g h e r  t h a n  i n  1 9 7 5 .  T h u s ,  t o  r e d u c e  t h e  
d e f i c i t  a 7 p e r  c e n t  g o o d s  a n d  s e r v i c e s  t a x  i s  t o  b e  i n t r o d u c e d  
f r o m  J a n u a r y  1 9 9 1 .

3 . 2  -  CANADA
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A u s t r a l i a  i s  a  f e d e r a t i o n  o f  s i x  S t a t e s  a n d  t w o  T e r r i t o r i e s  
( C a n b e r r a ,  k n o w n  a s  t h e  A u s t r a l i a n  C a p i t a l  T e r r i t o r y ,  a n d  t h e  
N o r t h e r n  T e r r i t o r y ) .

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

I n  J u n e  1 9 8 7 ,  t h e  A u s t r a l i a n  g o v e r n m e n t  i n t r o d u c e d  s om e  t a x  
c o n c e s s i o n s  w h e r e  t h e  e x c i s e  t a x  w a s  t o  b e  c u t  f r o m  80% i n  
1 9 8 6 / 8 7  t o  75% i n  1 9 8 9 / 9 0 .

T h e s e  m o d i f i c a t i o n s  w e r e  n o t ,  h o w e v e r ,  c o n s i d e r e d  a d e q u a t e .  
F o r  t h e  c o m b i n a t i o n  o f  t h e  e x c i s e  t a x  a n d  t h e  c o r p o r a t i o n  t a x  
b r o u g h t  t h e  g o v e r n m e n t  t a k e  o n  a b a r r e l  o f  o i l  t o  8 8 %. T h e
i n d u s t r y  t r i e d  t o  e x e r t  f u r t h e r  p " e s s u r e  o n  t h e  g o v e r n m e n t  t o
e a s e  o i l  t a x a t i o n .

I n  N o v e m b e r  1 9 8 8  s om e  2 5 , 0 0 0  b a r r e l s  o f  p r o d u c t i o n  i n  t h e  B a s s  
S t r a i t  w a s  s h u t  d o w n .  F o l l o w i n g  t h i s ,  i n  J a n u a r y  1 9 8 9 ,  t h e  
A u s t r a l i a n  g o v e r n m e n t  p r o p o s e d  c. n e w  s l i d i n g  s c a l e  o f  t a x e s  f o r  
c e r t a i n  f i e l d s  i n  t h e  B a s s  S t r a i t  ( r e g a r d e d  a s  a  m a t u r e  a r e a  
f o r  s o  c a l l e d  " o l d  o i l " ) .

T h e  n e w  a r r a n g e m e n t  w a s  a n n o u n c e d  a s  a  " n o n - n e g o t i a b l e "  s l i d i n g  
s c a l e  t o  r e p l a c e  t h e  e x i s t i n g  77% r a t e  t h a t  a p p l i e d  t o  h a l f  o f  
t h e  B a s s  S t r a i g h t  o i l .  T h e  r a n g e  o f  t h e  s l i d i n g  s c a l e  w a s  
b e t w e e n  77% a t  a n  o i l  p r i c e  o f  a b o v e  A $ 2 1  a b a r r e l  a n d  a
m i n i m u m  o f  55% i f  t h e  p r i c e  d r o p p e d  t o  A $ 8 .

I n  M a y  1 9 8 9  a E u r o p e a n  o i l  g i a n t  p u t  u p  f o r  s a l e  a l l  i t s
A u s t r a l i a n  o i l  a n d  g a s  p r o d u c t i o n  a s s e t s ,  a f t e r  2 7  y e a r s  o f  
e x p l o r a t i o n  s e a r c h .  A s t a t e m e n t  m a d e  b y  t h e  h e a d  o f f i c e  o f  t h e  
c o m p a n y  s a i d  t h e s e  a s s e t s  w e r e  n o  l o n g e r  w i t h i n  t h e  
i n t e r n a t i o n a l  p o l i c y  o f  t h e  g r o u p .

T h e  s a l e  o f  t h e  a b o v e  a s s e t s  c o i n c i d e d  w i t h  a n o t h e r  d i v e s t m e n t :  
t h a t  o f  a UK i n d e p e n d e n t  o f  i t s  E a s t e r n  A u s t r a l i a  a s s e t s ,  
a l t h o u g h  i t  s h o u l d  b e  p o i n t ' d  o u t  t h a t  t h e  c o m p a n y  i n  q u e s t i o n  
h a s  s i m u l t a n e o u s l y  b e e n  e x p a n d i n g  i t s  N o r t h  W e s t e r n  A u s t r a l i a n  
a c t i v i t i e s .

3 . 3  -  AUSTRALIA
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F i n a l l y ,  a n o t h e r  b u r d e n  i m p o s e d  b y  t h e  s t a t e  h a s  b e e n  t h e  
p o l i c y  o f  h i g h  i n t e r e s t  r a t e s  p u r s u e d  i n  A u s t r a l i a  s i n c e  l a s t  
y e a r .  T h u s ,  o i l  n n d  g a s  i n v e s t m e n t s  t h a t  h a v e  r e q u i r e d  
c o r p o r a t e  f i n a n c i n g  o r  p r o j e c t  f i n a n c i n g  h a v e  h a d  t o  be  
p o s t p o n e d .

I n  J u n e  1 9 8 9  t h e  g o v e r n m e n t  i n  C a n b e r r a  l a u n c h e d  a r e v i e w  o f  
A u s t r a l i a ' s  c r u d e  o i l  t a x .  T h e  s t u d y  i s  t o  b e  c o m p l e t e d  b y  
i n i d - 1 9 9 0 .
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T a b l e  2 :  A U S T R A L I A N  GOVERNMENT REVENUE FROM CRUDE O I L ,  NATURAL
GAS & LPG

( A $ m i l l i o n ) 1 9 8 3 / A 8 A / 5 8 5 / 6 8 6 / 7 8 7 / 8

COMMONWEALTH 
C r u d e  o i l  e x c i s e  
LPG e x c i s e
C r u d e  o i l  & LPG t o t a l

3 5 9 3 . 6
9 2 . 9

3 6 8 6 . 5

A 0 A 1 . 8  
6 9 . A 

4 1 1 1 . 2

A 3 1 0 . 6
8 1 . 9

A 3 9 2 . 5

2 1 9 5 . A 
3 7 . 6  

2 2 3 3 . 0 2 1 9 3 . 7

C r u d e  o i l  & LPG r e f u n d s 1 2 . 5 3.5 1 0 2 . 1 236. b 7 1 . 0

T o t a l 3 6 9 9 . 0 A 1 1 A . 7 A A 9 A . 6 2 A 6 9 . 6 2 2 6 A . 7

V I C T O R I A  
R o y a l t i e s  o n  p r o d u c t i o n 1 7 3 . 7 1 9 7 . 5 2 0 2 . 8 1 A 7 . 3 1 A A . 1

T o t a l 1 7 3 . 7 1 9 7 . 5 2 0 2 . 8 1 A 7 . 3 1 A A . 1

QUEENSLAND  
R o y a l t i e s  c r u d e  o i l  
R o y a l t i e s  n a t u r a l  g a s  
R o y a l t i e s  LPG

2 .2
2 . 5

18 . 9
2.6

3 2 . 6
3.2

1 7 . 6
2.3

2 2 . 7
3 .6
0 . 2

T o t a l A . 7 21 .5 3 5 . 8 1 9 . 9 2 6 . 5

SOUTH A U S T R A L I A  
R o y a l t i e s  o n  p r o d u c t i o n 11 .1 2A .3 A 7 . 5 2 6 . 3 2 8 . 8

T o t a l 1 1 . 1 2 A . 3 A 7 . 5 2 6 . 3 2 8 . 8

WESTERN A J S T R A L I A  
R o y a l t i e s  c r u d e  o i l  
R o y a l t i e s  n a t u r a l  g a s  
R o y a l t i e s  c o n d e n s a t e

1 A . 8  
3 . A

1 3 . 8
3.8

2 9 . 3
3.6

2 1 . 9  
A . 8

2 3 . 8  
A . 9 
1 . 3

T o t a l 1 8 . 2 1 7 . 6 3 2 . 9 2 6 . 7 3 0 . 0

NORTHERN T ER R I TO R Y  
R o y a l t i e s  c r u d e  o i l  
R o y a l t i e s  n a t u r a l  g a s I

0 .8
0.1

2.1
0.1

1.?
0.5

0 . 6
1 . 0

T o t a l - 0. 9 2. 2 1.8 1 . 6

TO TA L  A U S T R A L I A 3 9 0 6 . 7 A 3 7 6 . 5 A 8 1 5 . 8 2 6 9 1 . 6 2 A 9 5 . 7

S o u r c e :  A u s t r a l i a n  B u r e a u  o f  S t a t i s t i c s  ( a n n u a l  r e p o r t s  a n d
b u d g e t  p a p e r s  o f  r e l e v a n t  S t a t e  a n d  N o r t h e r n  T e r r i t o r y  
d e p a r t m e n t s ) *
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3 . A -  NORWAY

O i l  a n d  g a s  p r o d u c t i o n  c o m m e n c e d  i n  1 9 7 1  w h e n  t h e  E k o f i s k  f i e l d  
3 t a r t e d  p r o d u c t i o n .  I n  N o r w a y  t h e  s t a t e  ( t h r o u g h  ‘ t a t o i l )  
p a r t i c i p a t e s  d i r e c t l y  o n  t h e  i n v e s t m e n t  s i d e  o f  t h e  s i n e s s .  
S t a t o i l  h a s  g o n e  t l n o u g h  a  c h a n g e  o f  o r g a n i s a t i o n  a i w  a f t e r  a 
p e r i o d  o f  o v e r r u n n i n g  c o s t ,  t h e  c o m p a n y  i s  q u i t e  p r o f i t a b l e  
n o w .  H o w e v e r ,  p r i v a t i s i n g  t h i s  c o m p a n y  i s  n o t  l i k e l y  t o  h a p p e n  
i n  t h e  n e a r  f u t u r e .

T h e  f o r m e r  N o r w e g i a n  M i n i s t e r  ( o f  t h e  L a b o u r  P a r t y )  w h o  w a s  i n  
p o w e r  u n t i l  A u t u m n  1 9 8 9 ,  w a s  a s t r o n g  a d v o c a t e  o f  r e g u l a t i n g  
t h e  o f f s h o r e  o i l  a n d  g a s  d e v e l o p m e n t s  a n d  c a r r i e d  o u t  
i n t e r v e n t i o n i s t  p o l i c i e s .  F o r  i n s t a n c e ,  t h e  s a l e s  o f  N o r w e g i a n  
g a s  a r e  n e g o t i a t e d  o n l y  b y  t h r e e  d o m e s t i c  c o m p a n i e s .  T h e s e  
r e s t r i c t i n g  p o l i c i e s  b r o u g h t  a b o u t  a r e d u c t i o n  i n  a c t i v i t y  i n  
N o r w a y  a n d  r e d u c e d  e x p l o r a t i o n  a c t i v i t i e s .  C o m p a r e d  t o  t h e  UK 
N o r t h  S e a ,  w h e r e  o n  a v e r a g e  1 6 0 - 1 7 0  w e l l s  a r e  d r i l l e d  e a c h  
y e a r ,  i n  N o r w a y  t h e  n u m b e r  h a s  b e e n  d w i n d l i n g  r a p i d l y  f r o m  5 0  
e x p l o r a t i o n  w e l l s  i n  1 9 8 5  t o  a r o u n d  2 5  i n  1 9 8 9 .

T a b l e  3 :  R O Y A L T I E S  I N  1 9 8 7  AND 1 9 8 8  (NOK  M I L L I O N )

1 9 8 7 1 9 8 8

O I L  E l c o f i s k / V a l h a l l / U l a 1 1 9 0 . 8 1 0 2 9 . 1
S t a t f j o r d 4 8 3 2 . 6 3 3 2 1 . 9
M u r c h i s o n 1 4 . 5 2 1 . 5
H e i m d a l - 1 2 . 4 - 0 . 3
O s e b e r g 3 3 . 0 1 2 . 9
G u l l f a k s 8 2 . 5 1 6 5 . 2

G A S /N G L  E k o f i s k  F i e l d s 5 4 5 . 3 4 1 5 . 7
V a l h a l l 1 4 . 7 0 . 4
U l a - 2 . 6 - 1 . 2
F r i g g / N e  F r i g g / O d i n 7 8 5 . 0 5 2 1 . 4
S t a t f j o r d 5 . 6 0 . 0
M u r c h i s o n - 0 . 3 0 . 2
H e i m d a l 2 7 . 8 - 6 . 0
G u l l f a k s 0 . 0 0 . 0

TO TA L  A L L  F I E L D S 7 5 1 6 . 7 5 4 8 0 . 9

S o u r c e :  T h e  N o r w e g i a n  P e t r o l e u m  D i r e c t o r a t e ,  
A n n u a l  R e p o r t  1 9 8 8 .
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T a b l e  4 : C ENTRAL  GOVERNMENT INCOME FROM O I L  A C T I V I T I E S I N  NORWAY, 1 9 8 1 - 1 9 8 8

Y e a r 1 9 8 1 1 9 8 2 1 9 8 3 1 9 8 4 1 9 8 5 1 9 8 6 1 9 8 7 1 9 8 8

( M i l l i o n k r o n e r )

R o y a l t y 3 6 3 9 5 3 0 8 7 6 6 3 9 7 1 8 1 1 6 2 6 8 2 1 1 7 5 1 7 5 4 8 1

S p e c i a l t a x  o n  o i l  i n c o m e 4 9 5 5 8 0 6 2 8 8 7 0 1 1 0 7 8 1 3 0 1 3 9 9 9 6 3 1 8 4 1 0 7 2

O r d i n a r y
c a p i t a l

t a x  o n  p r o p e r t y ,  
a i i d  i n c o m e 9 9 1 2 1 3 8 0 4 1 4 2 3 2 1 8 3 3 3 2 1 8 0 9 1 7 3 0 8 7 1 3 7 5 1 2 9

A r e a  t a x , e t c . 6 3 6 9 75 8 4 2 1 9 2 3 7 2 4 3 1 8 4

T o t a l 1 8 5 6 9 2 7 2 4 3 3 0 8 4 0 3 9 2 1 3 4 6 6 6 7 3 5 7 5 2 1 8 0 8 1 1 1 8 6 6

S o u r c e :  N o r w e g i a n  C e n t r a l  G o v e r n m e n t  A c c o u n t .
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I n  1 9 8 7 / 8 8  t h e r e  w e r e  m a j o r  r e v i s i o n s  t o  t h e  N o r w e g i a n  t a x  
r e g i m e  i n  o r d e r  t o  i n d u c e  d e v e l o p m e n t  o f  n e w  f i e l d s .  B u t  a 
s u s p i c i o n  h a s  e x i s t e d  o n  t h e  p a r t  o f  i n d u s t r y  t h a t  t h e  
N o r w e g i a n  g o v e r n m e n t  h a d  s i m p l y  m o d i f i e d  t h e  t a x  l a w  w i t h  a 
v i e w  t o  m a k i n g  c e r t a i n  p e t r o l e u m  d e v e l o p m e n t  p r o j e c t s  m o r e  
a t t r a c t i v e .  I n d u s t r y  h a s  f e l t  t h a t  t h e  m o d i f i c a t i o n  w o u l d  
d i s a p p e a r  a s  s o o n  a s  t h e  p r o j e c t s  h a d  b e e n  d e v e l o p e d  a n d  
p r o f i t a b l e  p r o d u c t i o n  s t a r t e d  f l o w i n g .

W h e r e a s  i n  t h e  UK p a r t  o f  t h e  N o r t h  S e a  t h e  r e l a t i o n s h i p  
b e t w e e n  i n d u s t r y  a n d  t h e  g o v e r n m e n t  h a s  b e e n  q u i t e  g o o d  i n  t h e  
' 8 0 s ,  i n  N o r w a y  t h e r e  a r e  c a s e s  o f  l i t i g a t i o n  b e t w e e n  t h e  
g o v e r n m e n t  a n d  t h e  o i l  i n d u s t r y .  F o r  e x a m p l e ,  i n  D e c e m b e r  1 9 8 9  
p a r t n e r s  o f  t h e  s t a t e  o i l  c o m p a n y  o n  t h e  U l a  f i e l d  t o o k  t h e i r  
c l a i m  r e g a r d i n g  e x c e s s i v e  p i p e l i n e  t a r i f f s  t o  a r b i t r a t i o n .  
T h e  f i e l d ' s  o p e r a t o r ,  a  B r i t i s h  c o m p a n y ,  p l e a d e d  t h a t  t h e  
t a r i f f s  c h a r g e d  b y  t h e  s t a t e  o i l  c o m p a n y  f o r  t h e  u s e  o f  i t s  
p i p e l i n e  ( i . e .  t h e  U l a / E k o f i s k  l i n e )  a r e  u n r e a s o n a b l y  h i g h .  
T h u s ,  t h e  p a r t n e r s  a r e  d e m a n d i n g  a 50% r e d u c t i o n  o n  t h e  t a r i f f s  
o n  t h e  g r o u n d s  t h a t  t h e y  w e r e  s e t  w h e n  t h e  p r i c e  o f  o i l  w a s  
a r o u n d  $ 3 0  a b a r r e l .  T h e  s t a t e  o i l  c o m p a n y ,  o n  t h e  o t h e r  h a n d ,  
a r g u e s  t h a t  t h e  a l t e r n a t i v e  o f  b u o y - l o a d i n g  o r  c o n s t r u c t i o n  
o f  a l i n e  o w n e d  b y  a l l  t h e  U l a  p a r t n e r s  w a s  p r e s e n t e d  t o  t h e  
p a r t n e r s .  Y e t ,  t h e y  a l l  o p t e d  f o r  t h e  s t a t e  o i l  c o m p a n y  t o  
b u i l d  t h e  e n t i r e  p i p e l i n e  a l o n e .

A n ew  M i n i s t e r  o f  P e t r o l e u m  a n d  E n e r g y  w a s  a p p o i n t e d  i n  O c t o b e r  
1 9 8 9  w h e n  t h e  C e n t r e  P a r t y  c am e  i n t o  p o w e r  ( a s  p a r t  o f  a n e w  
n o n - s o c i a l i s t  c o a l i t i o n ) .  F o l l o w i n g  h i s  a p p o i n t m e n t  s om e  o i l  
c o m p a n i e s  b e g a n  t o  l o b b y  t h e  g o v e r n m e n t  f o r  m o d i f i c a t i o n s  i n  
l i c e n s i n g  t e r m s  e n a b l i n g  t h e m  t o  t a k e  g r e a t e r  r i s k s .  I n  
N o v e m b e r  1 9 8 9  t h e  n e w  m i n i s t e r  i n d i c a t e d  t h a t  h e  w o u l d  b e  " o p e n  
t o  c o m p a n i e s '  c r e a t i v i t y ,  i f  t h i s  c a n  s t i m u l a t e  e x p l o r a t i o n  
w h i c h  o t h e r w i s e  w o u l d  n o t  h a v e  t a k e n  p l a c e " .  S u b s e q u e n t l y ,  h e  
i r P r o d u c e d  r e v i s i o n s  t o  t h e  t e r m s  o f  s om e  o f  t h e  e x i s t i n g  
l i c e n c e s .  A t  t h e  e n d  o f  N o v e m b e r  1 9 8 9  h e  c o n f i r m e d  " t h e  
d r o p p i n g  o f  t h e  s t a t e ' s  r i g h t  t o  h a v e  i t s  e x p l o r a t i o n  c o s t s  m e t  
-  o r  c a r r i e d  -  b y  o t h e r  p a r t n e r s  i n  t h e  b l o c k " .

3 . 5  -  I N D O N E S I A

I n d o n e s i a  p r o d u c e s  1 . 7  m i l l i o n  b a r r e l s  p e r  d a y  i n  l i n e  w i t h  i t s  
OPEC q u o t a .  D u r i n g  t h e  f i s c a l  y e a r  1 9 8 8 / 8 9  t h e  g o v e r n m e n t  
r e v e n u e  f r o m  o i l  a n d  LNG ( a s  s h o w n  i n  T a b l e  5 b e l o w )  c o m p r i s e d  
41%  o f  t h e  t o t a l  d o m e s t i c  r e v e n u e s  c o l l e c t e d .  W i t h  t h e  w e a k e r  
o i l  p r i c e s  d u r i n g  1 9 8 8  t h e  h y d r o c a r b o n  r e v e n u e  f o r  t h e  y e a r  
8 8 / 8 9  f e l l  b y  5% .  T h i s  i n c o m e  i s  e x p e c t e d  t o  r i s e  b y  36%  i n  
t h e  y e a r  8 9 / 9 0 .
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T a b l e  5 :  I N D O N E S I A N  DOM ES T I ”  REVENUE F I S C A L  YEAR 1 9 8 8 / 8 9

( i n  t r i l l i o n  r u p i a h )  ( b i l l i o n  US d o l l a r s )

H y d r o c a r b o n  r e v e n u e s  9 . 5  5 . 6
O i l  8 . 3  4 . 9
LNG 1 . 2  0 . 7

N o n - h y d r o c a r b o n  1 3 . 5  8 . 0

T o t a l  d o m e s t i c  r e v e n u e  ' 2 3 . 0  1 3 . 6

D a i l y  a v e r a g e  p r o d u c t i o n  o f  o i l  d u r i n g  1 9 8 9  w a s  8 U 9 , 0 5 0  a n d  t h e  
y e a r l y  p r o d u c t i o n  o f  l i q u e f i e d  p e t r o ’  um g a s  h a s  b e e n  1 8 . 5  
m i l l i o n  o f  L NG .

A s p l i t  o f  8 5  : 1 5  ( b e t w e e n  g o v e r n m e n t  a n d  i n d u s t r y )  e x i s t e d  
u n t i l  A u g u s t  1 9 8 8 .  B u t  f o r  f r o n t i e r  a r e a s  t h e  g o v e r n m e n t  
o f f e r e d  a r e v i s e d  p r o f i t - s h a r i n g  a r r a n g e m e n t .  U n d e r  t h i s
s c h e m e ,  a t  l o w e r  q u a n t i t i e s  o f  o i l  D r o d u c t i o n ,  a b i g g e r  s h a r e  
w a s  t o  b e  a t t r i b u t e d  c o  t h e  c o m p a n y  a n d  t h e  r e v e r s e  w a s  t o  t a k e  
p l a c e  a t  h i g h e r  p r o d u c t i o n .

T h i s  c h a n g e  w a s  n e c e s s a r y  b e c a u s e  t h e  8 5  : 1 5  s p l i t  d i d  n o t
d i f f e r e n t i a t e  b e t w e e n  t h e  h i g h  c o s t  a n d  l o w  c o s t  f i e l d s .

I n  F e b r u a r y  1 9 8 9 ,  t h e  g o v e r n m e n t  i m p r o v e d  t h e  p r o d u c t i o n  
s h a r i n g  a g r e e m e n t  f u r t h e r  b y  g i v i n g  a n  i n v e s t m e n t  c r e d i t  f o r  
d e e p  s e a  c o n t r a c t s .  A t  t h e  s am e  t i m e  t h e  g a s  p r i c i n g  p o l i c y  
w a s  c h a n g e d  a n d  w a s  b a s e d  o n  t h e  p r o d u c t i o n  c o s t  o f  d i f f e r e n t  
f i e l d s  i n s t e a d  o f  t h e  p r e v i o u s  b a s i s ,  n a m e l y ,  t h e  t y p e  o f  t h e  
e n d  u s e r .

A l t h o u g h  t h e s e  r e v i s i o n s  w e r e  w e l c o m e d  b y  i n d u s t r y ,  t h e  g e n e r a l  
r e a c t i o n  i s  t h a t  a  g r e a t  d e a l  m o r e  r e v i s i o n s  w o u l d  b e  r e q u i r e d  
t o  a t t r a c t  s i g n i f i r  ,  e x p e n d i t u r e  o n  e x p l o r a t i o n .  T h e r e  i s  a 
b e l i e f  b y  c •* ' • o d u c e r s  t h a t  t h e  i m p r o v e d  t e r m s  h a v e  t o
a p p l y  t o  e x i c  . n t r a c t  a r e a s  w h e r e  a c t u a l  p r o d u c t i o n  a n d
e n h a n c e d  r e c o v e r y  t a k e  p l a c e .  N e v e r t h e l e s s ,  t h e  n u m b e r  o f  
f o r e i g n  c o m p a n i e s  k e e n  t o  s i g n  c o n t r a c t s  h a s  b e e n  r i s i n g .  
T h e r e  a r e  a l t o g e t h e r  m o r e  t h a n  f o r t y  f o r e i g n  c o m p a n i e s  a c t i v e  
i n  I n d o n e s i a .
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3 . 6  -  MECHAN ISMS THAT  IMPROVE I N D U S T R Y / GOVERNMENT R E L A T IO N S

T h e  r e l a t i o n s h i p  b e t w e e n  i n d u s t r y  a n d  g o v e r n m e n t  i m p r o v e s  o n l y  
t h r o u g h  c l o s e r  c o n t a c t s  a n d  f r e q u e n t  i n f o r m a l  m e e t i n g s .  I n  t h e  
UK t h e  S e c r e t a r y  o f  S t a t e  f o r  E n e r g y  o r  t h e  J u n i o r  M i n i s t e r s  o f  
t h e  D e p a r t m e n t  o f  E n e r g y  a r e  o f t e n  . i n v i t e d  t o  i n f o r m a l  l u n c h e s  
b y  b o t h  i n d u s t r y  a n d  t h e  f i n a n c i a l  c o m m u n i t y .  On t h e s e  
o c c a s i o n s  c o m p a n i e s  a r e  a b l e  t o  e x p r e s s  t h e i r  v i e w s  f r e e l y  a n d  
t h e  g o v e r n m e n t  i s  a b l e  t o  ' h e a r ' .

U s u a l l y  w h e n  t h e  i n v i t a t i o n  i s  f r o m  i n d u s t r y  i t  i s  a r r a n g e d  b y  
a  s i n g l e  c o m p a n y  a n d  i t s  v i e w s ,  w h i c h  c o n t a i n  i n f o r m a t i o n  o f  a 
p r o p r i e t a r y  n a t u r e ,  c a n  b e  e x p r e s s e d  o p e n l y  w i t h o u t  t h e  
p r e s e n c e  o f  c o m p e t i t o r s .  G o v e r n m e n t  o f f i c i a l s  ( b e  i t  
M i n i s t e r s  o r  M e m b e r s  o f  P a r l i a m e n t  c o n c e r n e d  w i t h  t h e  o i l
i n d u s t r y )  a r e  a c c o m p a n i e d  b y  t h e i r  a d v i s o r s  w h o  w o u l d  s u p p l y  
t h e m  w i t h  n e c e s s a r y  i n f o r m a t i o n  s h o u l d  a s p e c i f i c  i s s u e  b e  
r a i s e d .  I n  a d d i t i o n  M i n i s t e r s  a r e  a c c o m p a n i e d  b y  t h e i r  
P a r l i a m e n t a r y  P r i v a t e  S e c r e t a r y  w h o  i s  a n o t h e r  M e m b e r  o f  
P a r l i a m e n t .

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

I n  N o r w a y  t h e r e  i s  a  g o v e r n m e n t  b o d y ,  t h e  N o r w e g i a n  P e t r o l e u m  
D i r e c t o r a t e ,  w h i c h  a c t s  a s  c o o r d i n a t o r  b e t w e e n  d i f f e r e n t
d e p a r t m e n t s .  I t  w a s  s e t  u p  i n  1 9 7 3  a n d  h a s  r e g u l a r  m e e t i n g s  
w i t h  b o t h  i n d u s t r y  a n d  d i f f e r e n t  g o v e r n m e n t  d e p a r t m e n t s .  W i t h  
t h e  e x p e r t i s e ,  e x p e r i e n c e  a n d  i n t e r d i s c i p l i n a r y  i n s i g h t s  i t  
r e p r e s e n t s ,  i t  e v a l u a t e s  e c o n o m i c ,  t e c h n o l o g i c a l  a n d  s a f e t y -  
r e l a t e d  a s p e c t s  o f  t h e  p e t r o l e u m  r e s o u r c e s .

A s  f a r  a s  a t t r a c t i o n  o f  o v e r s e a s  c o m p a n i e s  i s  c o n c e r n e d  t h e r e  
s e e m s  t o  b e  a  p e r c e p t i o n  o n  t h e  p a r t  o f  t h e  G o v e r n m e n t  o f  
A l a s k a  t h a t  i t  c a n n o t  b e  s e e n  t o  p r o m o t e  i n v e s t m e n t  f r o m  a b r o a d  
i n t o  t h e  s t a t e .  T h i s  i s  i n  s h a r p  c o n t r a s t  w i t h  m o s t  c o u n t r i e s  
w h e r e  p u b l i c  s e c t o r  o f f i c i a l s  a c t i v e l y  p r o m o t e  f o r e i g n  
i n v e s t m e n t .  I n  t h e  UK e v e n  t h e  P r i m e  M i n i s t e r  m a k e s  f r e q u e n t  
t r i p s  a b r o a d  s p e c i f i c a l l y  d i s c u s s i n g  t h e  i s s u e  o f  t h e  f l o w  o f  
i n v e s t m e n t  i n t o  t h e  U n i t e d  K i n g d o m .  T h e  s am e  i s  t r u e  o f  N o r w a y ,  
A u s t r a l i a  a n d  I n d o n e s i a .
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F o u r  -  COORDINATED GOVERNMENT POLICY

A s t r i k i n g  f e a t u r e  o f  t h e  A l a s k a n  o i l  a n d  g a s  s c e n e  i s  t h e  l a c k  
o f  c o o r d i n a t i o n  b e t w e e n  d i f f e r e n t  g o v e r n m e n t  a g e n c i e s  a c t i v e  i n  
t h e  s e c t o r .  I t  h a s  b e e n  c l e a r  t o  t h e  c o n s u l t a n t  t h r o u g h  
v a r i o u s  c o n t a c t s  w i t h  r e p r e s e n t a t i v e s  o f  t h e  s t a t e  g o v e r n m e n t  
t h a t  t h e r e  i s  a n  a b s e n c e  o f  a n  e x c h a n g e  o f  i n f o r m a t i o n  a n d  
i d e a s  o n  a c o n s t r u c t i v e  b a s i s .

I n  t h e  U n i t e d  K i n g d o m  t h e  I n l a n d  R e v e n u e  i s  u n d e r  t h e  d i r e c t  
a u s p i c e s  o f  t h e  T r e a s u r y  w h i c h  i n  t u r n  d e t e r m i n e s  t h e  t a x a t i o n  
s t r u c t u r e .

T h e  f o r m e r  a l s o  w o r k s  v e r y  c l o s e l y  w i t h  t h e  D e p a r t m e n t  o f  
E n e r g y  (DO E )  i n  f o r m u l a t i n g  t a x a t i o n  p o l i c y .  N a t u r a l l y  t h e  
I n l a n d  R e v e n u e  i s  p r i v y  t o  c o n f i d e n t i a l  i n f o r m a t i o n  w h i c h  i t  
d o e s  n o t  d i v u l g e  t o  t h e  DOE .  H o w e v e r ,  i t  i s  a b l e  t o  r e c e i v e  
t h e  a d v i c e  a n d  r e c o m m e n d a t i o n s  o f  t h e  l a t t e r  a s  t o  w h a t  t y p e  o f  
t a x  r e l i e f  c o u l d  f u r t h e r  s t i m u l a t e  a c t i v i t y  i n  t h e  o i l  a n d  g a s  
s e c t o r .  T h i s  i s  t h e n  f e d  t o  t h e  T r e a s u r y  t h r o u g h  t h e  
c o m p u t a t i o n s  p u t  f o r w a r d  b y  t h e  I n l a n d  R e v e n u e .  F i n a l l y  t h e  
t h e  C h a n c e l l o r  o f  t h e  E x c h e q u e r  d e c i d e s  u p o n  t h e  n e c e s s a r y  t a x  
r e v i s i o n s  a n d  a n n o u n c e s  t h e m  i n  t h e  B u d g e t  e a c h  y e a r  i n  M a r c h .

A n  o f f i c i a l  o f  t h e  I n l a n d  R e v e n u e  o r  t h e  T r e a s u r y  i s  o f t e n  
p r e s e n t  a t  t h e  m e e t i n g s  o f  t h e  D e p a r t m e n t  o f  E n e r g y  w i t h  t h e  
f i n a n c i a l  c o m m u n i t y  o r  i n d u s t r y .  M o r e o v e r ,  t h e r e  i s  a l i a i s o n  
b e t w e e n  t h e  D e p a r t m e n t  o f  T r a d e  a n d  I n d u s t r y  ( D T I )  - : n d  t h e  
D e p a r t m e n t  o f  E n e r g y .  W h e r e  a n  o i l  d e v e l o p m e n t  p r o j e c t  c a n n o t  
g e t  o f f  t h e  g r o u n d  b e c a u s e  t h e  c o n t r a c t o r s  r e q u i r e  f i n a n c i a l  
g u a r a n t e e s ,  t h e  D T I  u n d e r t a k e s  t h e  n e c e s s a r y  g u a r a n t e e s .

A n  e x a m p l e  i s  t h e  d e v e l o p m e n t  o f  t h e  E m e r a l d  f i e l d .  F o l l o w i n g  
t h e  a p p r o v a l  o f  t h e  A n n e x  B ( i . e .  t h e  d e v e l o p m e n t  c o n s e n t )  b y  
t h e  D e p a r t m e n t  o f  E n e r g y ,  a s s i s t a n c e  c am e  f r o m  t h e  D e p a r t m e n t  
o f  T r a d e  a n d  I n d u s t r y .  A s  t h e  c h a i r m a n  o f  t h e  o p e r a t o r  o f  t h e  
f i e l d  s t a t e d  i n  t h e i r  1 9 8 8  A n n u a l  R e p o r t ,  " T h e  c o n t r a c t o r ' s  
f i n a n c e  c o u l d  n o t  h a v e  b e e n  c o m p l e t e d  w i t h o u t  t h e  s u p p o r t  o f  
t h e  D e p a r t m e n t  o f  T r a d e  a n d  I n d u s t r y ,  w h o  g u a r a n t e e d  a £ 9 4  
m i l l i o n  p a c k a g e  o f  e q u i p m e n t  a n d  s e r v i c e  f r o m  B r i t i s h  
s u p p l i e r s . "  T h i s  c r e a t e d  2 , 0 0 0  j o b s  f o r  t h e  i n d u s t r y  i n  t h e  
U K .
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A s  f a r  a s  t h e  r e l a t i o n s h i p  b e t w e e n  t h e  A l a s k a n  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  ( D N R )  a n d  t h e  D e p a r t m e n t  o f  R e v e n u e ,  t h e r e  
s h o u l d  b e  m o r e  c o h e r e n c e  b e t w e e n  t h e i r  r e s p e c t i v e  p o l i c i e s  f o r  
t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e .  S p e c i f i c a l l y ,  t h e  f o r m e r  c a n  
f o r m u l a t e  t a x  p o l i c i e s  w i t h  t h e  h e l p  o f  t h e  l a t t e r  t o  a c h i e v e  
t h e  h i g h e s t  l e v e l  o f  e x p l o r a t i o n  a n d  d e v e l o p m e n t .  A c c o r d i n g l y ,  
t h e  DNR c a n  e n c o u r a g e  f u r t h e r  d e v e l o p m e n t  o f  t h e  p e t r o l e u m  
s e c t o r  b y  t h e  a w a r d i n g  o f  l i c e n c e s  t h r o u g h  a m e r i t  s y s t e m .  
C o m p a n i e s  a c t i n g  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e  w o u l d  b e  
g i v e n  p r e f e r e n c e  i n  t h e  g r a n t i n g  o f  n e w  l i c e n c e s .

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

I t  w o u l d  b e  u s e f u l  i f  t h e r e  w e r e  a  r e v i e w  o f  w o r k  c o m m i t m e n t s  
b y  t h e  A l a s k a n  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  a s  t o  h o w  
c o m p a n i e s  h a v e  u t i l i s e d  t h e i r  e x p l o r a t i o n  l i c e n c e s  a n d  h o w  m u c h  
a c t u a l  d r i l l i n g  h a s  b e e n  p e r f o r m e d .  T h e r e  s e em s  t o  b e  a b e l i e f  
i n  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  i n  A l a s k a  t h a t  
e v e r y t h i n g  s h o u l d  b e  l e f t  t o  t h e  m a r k e t  a n d  t h e  c o m p a n i e s  k n o w  
b e s t .  I f  c o m p a n i e s  a r e  n o t  e x p l o r i n g ,  t h e r e  m u s t  b e  a  g o o d  
e c o n o m i c  r e a s o n  f o r  i t .  T h i s  i s  n o t  n e c e s s a r i l y  t r u e .  W h a t  
h o l d s  a t  m i c r o e c o n o m i c  l e v e l  d o e s  n o t  n e c e s s a r i l y  h o l d  a t  
m a c r o e c o n o m i c  l e v e l ,  a n d ,  i n  a  c o m p e t i t i v e  m a r k e t ,  w h a t  i s  g o o d  
f o r  o n e  c o m p a n y  m a y  n o t  b e  g o o d  f o r  a n o t h e r .
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F i v e  -  ENCOURAGEMENT /ROLE OF INDEPENDENTS

As f a r  a s  e n c o u r a g e m e n t  o f  t h e  i n d e p e n d e n t s  i n t o  A l a s k a  i s  
c o n c e r n e d ,  p e r h a p s  t h e r e  a r e  s om e  l e s s o n s  t o  b e  l e a r n t  f r o m  t h e  
U K .

A S e l e c t  C o m m i t t e e  w a s  s e t  u p  b y  t h e  UK G o v e r n m e n t  i n  1 9 8 8  
w h i c h  e x a m i n e d  t h e  f u t u r e  o f  t h e  B r i t i s h  i n d e p e n d e n t s .  T h e  
m a i n  f i n d i n g  o f  t h e  s t u d y  w a s  t h a t  t h e  i n d e p e n d e n t s  h a v e  m a d e  a 
s i g n i f i c a n t  c o n t r i b u t i o n  t o  t h e  d e v e l o p m e n t  o f  o i l  a n d  g a s  i n  
B r i t a i n .  F u r t h e r m o r e ,  t h e  r e p o r t  r e c o g n i s e d  t h e  i m p o r t a n c e  o f  
t h e i r  o n g o i n g  r o l e .  T h e  c o m m i t t e e  c o n c l u d e d  t h a t  t h e y  w i s h e d  
t o  s e e  a n  e n h a n c e d  c a p a b i l i t y  f o r  t h e  i n d e p e n d e n t s .

T h e  UK D e p a r t m e n t  o f  E n e r g y  h a s  b e e n  e n c o u r a g i n g  t h e  
d e v e l o p m e n t  o f  s m a l l  B r i t i s h  i n d e p e n d e n t s  b y  g r a n t i n g  t h e m  
a p p r o v a l  t o  a c t  a s  f i e l d  o p e r a t o r s .  T h i s  i s  a c h a n g e  o f  p o l i c y
o n  t h e  p a r t  o f  t h e  g o v e r n m e n t  i n  r e c e n t  y e a r s ,  f o r  h i s t o r i c a l l y
t h e  r e s p o n s i b i l i t y  o f  a c t i n g  a s  a n  o f f s h o r e  f i e l d  o p e r a t o r  h a s
b e e n  p l a c e d  i n  t h e  h a n d s  o f  t h e  o i l  m a j o r s .
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S i x  - CONCLUDING REMARKS

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

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

F u r t h e r m o r e ,  i t  w o u l d  b e  j u s t  a s  e f f e c t i v e  t o  i n t r o d u c e  t h e  
f o r e i g n  b a c k i n g  c o m m u n i t y  t o  A l a s k a ,  a s  i t  i s  t o  e x p o s e  t h e  
i n d u s t r y  w o r l d w i d e  t o  A l a s k a .  F o r  t h e  b a n k e r s  t h e m s e l v e s  w o u l d  
c a r r y  o u t  h a l f  t h e  t a s k  o f  e n c o u r a g i n g  f u r t h e r  i n v e s t m e n t  i n t o  
A l a s k a  t h r o u g h  t h e i r  o w n  f e r v o u r  f o r  i n i t i a t i n g  d e a l s ,  a s
e x p l a i n e d  i n  d e t a i l  i n  s e c t i o n  1 . 1 1 .

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

I t  w o u l d  b e  u p  t o  t h e  G o v e r n m e n t  o f  A l a s k a  t o  b r i n g  t h e
o p p o r t u n i t i e s  t o  t h e  a t t e n t i o n  o f  b o t h  f o r e i g n  o i l  c o m p a n i e s  
a n d  t h e  f o r e i g n  b a n k i n g  c o m m u n i t i e s .  O n e  p o s s i b l e  w a y  w o u l d  b e  
t h r o u g h  s p o n s o r i n g  v a r i o u s  c o n f e r e n c e s  o n  ' T h e  O i l  a n d  G a s  
S c e n e  i n  A l a s k a '  -  i n v i t i n g  b o t h  a  l a r g e  n u m b e r  o f  o i l
c o m p a n i e s  a b s e n t  f r o m  A l a s k a  a s  w e l l  a s  t h e  e n e r g y - o r i e n t e d  
i n t e r n a t i o n a l  b a n k i n g  c o m m u n i t y .  T h e  d e s i r e d  r e s u l t  w o u l d  n o t  
b e  i n s t a n t a n e o u s .  S u c h  a n  i n i t i a t i v e  w o u l d  b e  a  s t a r t i n g  
p o i n t  t h a t  c a n  b r i n g  a b o u t  f u r t h e r  a w a r e n e s s  f o r  o u t s i d e r s .  
B u t  t h e  r e m i n d e r s  h a v e  t o  c o n t i n u e  i n  a  f r e q u e n t  m a n n e r  i f  t h e  
m o m e n t u m  i s  n o t  t o  b e  l o s t .
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A l l  t h e  g o v e r n m e n t  w o u l d  b e  d o i n g  i n  t h i s  c a s e  w o u l d  b e  t o  
c r e a t e  t h e  e n v i r o n m e n t  -  r e m i n d i n g  t h e  i n d e p e n d e n t s  t h a t  t h e i r  
p r e s e n c e  w o u l d  b e  d e s i r a b l e .  T h e  r e s t  o f  t h e  t h i n k i n g  w o u l d  b e  
d o n e  b y  i n d u s t r y  i f  t h e  e n v i r o n m e n t  i s  f o u n d  c o n d u c i v e  t o  
i n v e s t m e n t .

T h e  s u p e r i o r i t y  o f  A l a s k a  a s  a n  i n v e s t m e n t  r e g i o n  c a n  b e  
s u m m a r i s e d  b y  w a y  o f  a  c h e c k l i s t ,  i t e m i s e d  i n  S e c t i o n s  1 . 6 ,  
1 . 7 ,  1 . 8 ,  1 . 9 ,  2 . 2 ,  a n d  2 . 3  a b o v e .

F o r  f u n d i n g  p u r p o s e s  t h e  r a n k i n g  g i v e n  b y  t h e  f i n a n c i a l  
c o m m u n i t y  i s  t h e  f o l l o w i n g :  1 )  UK,  2 )  N o r w a y ,  3 )  A u s t r a l i a  a n d
4 )  I n d o n e s i a .

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

I n  e x a m i n i n g  A l a s k a n  t a x e s  o n e  h a s  t o  a s k  t h e  q u e s t i o n :  d o e s  
t h e  f i s c a l  s y s t e m  g u a r a n t e e  a  m a x i m u m  t a x  p a y a b l e  o n  a  g i v e n  
f i e l d ?  T h i s  g u a r a n t e e  e x i s t s  i n  t h e  B r i t i s h  s y s t e m  b y  w a y  o f  a  
t a x  c l a u s e  k n o w n  a s  " s a f e g u a r d " .  S u c h  a  p r o v i s i o n  a c t s  a s  a  
c h e c k  b e t w e e n  t h e  f l o w  o f  i n c o m e  i n  r e l a t i o n  t o  t h e  c a p i t a l  
s u n k  i n  t h e  p r o j e c t  a n d ,  h e n c e ,  t h e  p a y m e n t  o f  t a x .

A n o t h e r  f a c t o r  w h e n  e x a m i n i n g  t h e  A l a s k a n  T a x  s y s t e m  i s  t o  s e e  
w h e t h e r  t h e r e  i s  c o n s i d e r a t i o n  f o r  p r o f i t a b i l i t y  o f  a  f i e l d  b y  
s p e c i f i c a l l y  l o o k i n g  a t  t h e  p a y b a c k  p e r i o d ,  i . e .  w h e n  i t  b r e a k s  
e v e n .  T h i s  p r o v i s i o n  i s  m e t  i n  t h e  UK t a x  s y s t e m  b y  a l l o w i n g  
u p l i f t  o f  35% o n  c a p i t a l  e x p e n d i t u r e  u n t i l  t h e  f i e l d  r e a c h e s  
p a y b a c k .

I n  a n a l y s i n g  t h e  e f f e c t  o f  a  c h a n g e  i n  o i l  t a x e s  i t  i s
i m p o r t a n t  t o  s t u d y  t h e  d i f f e r e n t  c h a r a c t e r i s t i c s  o f  t h e  
c o m p a n i e s  a c t i v e  i n  t h e  S t a t e  a n d  c o m p a r e  t h e  m i x t u r e  w i t h
o t h e r  a r e a s .  A n y  c h a n g e s  i n  t h e  o i l  t a x a t i o n  h a v e  t o  b e
e x a m i n e d  i n  r e l a t i o n  t o  t h e  b a l a n c e  o f  t h e  l o s e r s  a n d  g a i n e r s  
( s e e  S e c t i o n  2 . 4 ) .

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

A k e y  q u e s t i o n  i s  w h e t h e r  t h e r e  i s  a n y  e v i d e n c e  t h a t  t h e
c u r r e n t  A l a s k a n  f i s c a l  r e g i m e  h a s  d e t e r r e d  i n v e s t m e n t  f r o m  t h e  
S t a t e .  H a v e  t h e r e  b e e n  o p p o r t u n i t i e s  t o  i n v e s t  w h i c h  h a v e  b e e n  
r e f u s e d  b y  i n d u s t r y ?

T h e  s t a t e  g o v e r n m e n t  s h o u l d  h a v e  t h e  a u t h o r i t y  t o  r e d u c e  t h e
r o y a l t y / t a x  i f  i t  b e l i e v e s  t h i s  w o u l d  l e a d  t o  t h e  r e c o v e r y  o f  
p e t r o l e u m  w h i c h  w o u l d  o t h e r w i s e  n o t  m a t e r i a l i s e .  T h i s  h a p p e n s  
i n  o t h e r  j u r i s d i c t i o n s ,  e . g .  i n  A u s t r a l i a  t h e  C o m m o n w e a l t h  
G o v e r n m e n t  h a s  s u c h  a  p o w e r .

F i n a l l y ,  a n  i s s u e  o f  c o n c e r n  i s  h o w  m u c h  h a s  t h e  s t a t e  o f  
A l a s k a  h e l p e d  t h e  o i l  i n d u s t r y  t a x - w i s e  s i n c e  t h e  c o l l a p s e  o f  
o i l  p r i c e s  i n  1 9 8 6  u p  t o  t h e  p r e s e n t  c o m p a r e d  t o  o t h e r  t a x  
j u r i s d i c t i o n s .  A s  e v e r y o n e  k n o w s ,  t h e  p r i c e  o f  o i l  w e n t  l _ o m  
t h e  m i d - t w e n t i e s  d o l l a r  a  b a r r e l  i n  1 9 8 5  d o w n  t o  a s  l o w  a s  $8 
i n  1 9 8 6  a n d  o s c i l l a t e d  b e t w e e n  $ 2 2  a n d  $ 1 2  s i n c e  t h e n .  H a s  
t h e r e  b e e n  a  d o w n w a r d  r e v i s i o n  o f  t a x  o r  u p - f r o n t  r e l i e f  d u r i n g  
t h i s  p e r i o d ?

A l t h o u g h  s i n c e  t h e  c o l l a p s e  o f  o i l  p r i c e s  i n  1 9 8 6  t h e r e  h a v e n ' t  
b e e n  m u c h  e x t e r n a l  f u n d s  a v a i l a b l e  f o r  p u r e  e x p l o r a t i o n  
( p a r t i c u l a r l y  f o r  s t a r t  u p  p o s i t i o n s ) ,  t h i s  p i c t u r e  i s  e x p e c t e d  
t o  c h a n g e  i n  t h e  1 9 9 0 s .

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

T h e  G r o u p  M a n a g i n g  D i r e c t o r  o f  t h e  R o y a l  D u t c h  S h e l l  G r o u p ,  
J o h n  J e n n i n g s ,  m a d e  a n  i n t e r e s t i n g  s t a t e m e n t  i n  a  r e c e n t  s p e e c h  
w h i c h  h a s  a n  i m p o r t a n t  m e s s a g e  f o r  b o t h  t h e  i n d u s t r y  a n d  f o r  
g o v e r n m e n t s .  " M e c h a n i s m s  a r e  a v a i l a b l e , "  h e  s a i d ,  " w h i c h  
e f f e c t i v e l y  m e e t  t h e  l e g i t i m a t e  a i m s  a n d  a s p i r a t i o n s  o f  a l l ,  
w i t h o u t  a n y  o f  t h e m  [ r e s o u r c e  h o l d e r s  o r  i n v e s t o r s ]  b e i n g  
r e q u i r e d  t o  f o r e g o  w h a t  t h e y  h a v e  c o m e  t o  r e g a r d  a s  e s s e n t i a l  
r i g h t s  a n d  c o n t r o l s " .  I n  t h e  o p i n i o n  o f  t h i s  c o n s u l t a n t  o n e  o f  
t h e  m o s t  e f f e c t i v e  m e t h o d s  i s  t h e  c o n t i n u a l  d i a l o g u e  b e t w e e n  
t h e  s t a t e  a n d  t h e  i n d u s t r y .
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ment data, pricing data, personnel data, and research data (other than data 
relating to registered pesticides or to a pesticide for which an application 
for registration has been filed).
(June 25, 1947, c. 125, §8 , as added Oct. 21, 1972, P. L. 92-516, §2, 86 
Stat. 987.)

HISTORY; ANCILLARY LAWS AND DIRECTIVES 

Explanatory notes:
Prior to the enactment of Act Oct. 21, 1972, Act June 25, 1947, 
commonly known as the Federal Insecticide, Fungicide, and Rodenti- 
cide Act, was classified as 7 USCS §§ 135 et seq.; see notes to former 7 
USCS §§ 135 et seq.

Effective date of section:
For the effective date of this section, see § 4 of Act Oct. 21, 1972, P. L. 
92-516, 86 Stat. 998, set out at 7 USCS § 136 note.

CODE OF FEDERAL REGULATIONS

Books and records of pesticide production and distriction, 40 CFR Part 169.

CROSS REFERENCES 
This section is referred to in 7 USCS §§ 136j, 136o

RESEARCH GUIDE

Annotations:
Adequacy, under Federal Constitution, of immunity granted in lieu of 
privilege against self-incrimination—Supreme Court cases. 32 L Ed 2d 
869.

INTERPRETIVE NOTES AND DECISIONS
Evidence obtained by governm ent from  visits spection o f  records o f  defendant. U nited States v

to  consignees w as admissible, even though ad- W einreb (1951, D C  N Y ) 99 F  Supp 763.
dresses and nam es had  been acquired from  in-

§ 136g. In sp ec tio n  o f estab lishm en ts, e tc .

(a) In general. F o r purposes of enforcing the provisions o f this Act [7 
USCS §§ 136 et seq.], officers or employees duly designated by the 
A dm inistrator are authorized to enter at reasonable times, any establish­
ment or other place where pesticides or devices are held for distribution or 
sale for the purpose of inspecting and obtaining samples o f any pesticides 
or devices, packaged, labeled, and released for shipment, and samples of 
any containers or labeling for such pesticides or devices.

Before undertaking such inspection, the officers or employees must present 
to the owner, operator, or agent in charge of the establishment or other 
place where pesticides or devices are held for distribution or sale, appropri-

262

✓
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ate credentials and a written statem ent as to the reason for the inspection, 
including a statement as to whether a violation of the law is suspected. If  
no violation is suspected, an alternate and sufficient reason shall be given in 
writing. Each such inspection shall be commenced and completed with 
reasonable promptness. If  the officer or employee obtains any samples, 
prior to leaving the premises, he shall give to the owner, operator, or agent 
in charge a receipt describing the samples obtained and, if requested, a 
portion of each such sample equal in volume or weight to the portion 
retained. If  an analysis is made of such samples, a copy of the results of 
such analysis shall be furnished prom ptly to the owner, operator, or agent 
in charge.
(b) W arrants. For purposes of enforcing the provisions of this Act [7 USCS 
§§ 136 et seq.] and upon a showing to an officer or court of competent 
jurisdiction that there is reason to believe that the provisions of this Act [7 
USCS §§ 136 et seq.] have been violated, officers or employees duly 
designated by the A dm inistrator are empowered to obtain and to execute 
warrants authorizing—

(1) entry for the purpose of this section;
(2) inspection and reproduction of all records showing the quantity, date 
of shipment, and the name o f consignor and consignee of any pesticide 
or device found in the establishment which is adulterated, misbranded, 
not registered (in the case o f a pesticide) or otherwise in violation of this 
Act [7 USCS §§ 136 et seq.] and in the event of the inability of any 
person to produce records containing such information, all other records 
and information relating to such delivery, movement, or holding of the 
pesticide or device; and
(3) the seizure of any pesticide or device which is in violation of this A ct 
[7 USCS §§ 136 et seq.].

(c) Enforcement. (1) Certification of facts to Attorney General.—The 
examination of pesticides or devices shall be made in the Environmental 
Protection Agency or elsewhere as the Adm inistrator may designate for 
the purpose o f determining from such examinations whether they 
comply with the requirements of this Act [7 USCS §§ 136 et seq.]. I f  it 
shall appear from any such examination that they fail to comply with 
the requirements o f this Act [7 USCS §§ 136 et seq.], the Adm inistrator 
shall cause notice to be given to the person against whom criminal or 
civil proceedings are contemplated. Any person so notified shall be given 
an opportunity to present his views, either orally or in writing, with 
regard to such contemplated proceedings, and if in the opinion of the 
Adm inistrator it appears that the provisions of this Act [7 USCS §§ 136 
et seq.] have been violated by such person, then the Adm inistrator shall 
certify the facts to the Attorney General, with a copy of the results of 
the analysis or the examination of such pesticide for the institution o f a 
criminal proceeding pursuant to section 14(b) [7 USCS § 136 7(b)] or a 
civil proceeding under section 14(a) [7 USCS § 1 3 6 /(a)], when the
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A dm inistrator determines that such action will be sufficient to effectuate 
the purposes o f this Act [7 USCS §§ 136 et seq.].
(2) Notice not required.— The notice o f contem plated proceedings and 
opportunity to present views set forth in this subsection are not prere­
quisites to the institution of any proceeding by the A ttorney General.
(3) W arning notices.— Nothing in this Act [7 USCS §§ 136 et seq.] shall 
be construed as requiring the A dm inistrator to institute proceedings for 
prosecution of m inor violations of this A ct [7 USCS §§ 136 et seq.] 
whenever he believes that the public interest will be adequately served 
by a suitable written notice o f warning.

(June 25, 1947, c. 125, §9 , as added Oct. 21, 1972, P. L. 92-516, §2, 86 
Stat. 988.)

HISTORY; ANCILLARY LAWS AND DIRECTIVES 
Explanatory notes:
Prior to the enactment of Act Oct. 21, 1972, Act June 25, 1947, 
commonly known as the Federal Insecticide, Fungicide, and Rodenti- 
cide Act, was classified as 7 USCS §§ 135 et seq.; see notes to former 7 
USCS §§ 135 et seq.

Effective date of section:
For the effective date of this section, see § 4 of Act Oct. 21, 1972, P.L. 
92-516, 86 Stat. 998, set out at 7 USCS § 136 note.

CROSS REFERENCES 
This section is referred to in 7 USCS § 136j

RESEARCH GUIDE
Am Jur:
61 Am Jur 2d, Pollution Control § 105

§ 136h. P ro te c tio n  o f tra d e  se c re ts  an d  o th e r  in fo rm ation
(a) In  General. In submitting data required by this Act [7 USCS §§ 136 et 
seq.], the applicant may (1) clearly m ark any portions thereof which in his 
opinion are trade secrets or commercial or financial information and (2) 
submit such m arked material separately from  other material required to be 
submitted under this A ct [7 USCS ■§§ 136 et seq.].
(b) Disclosure. N otwithstanding any other provision of this Act [7 USCS 
§§ 136 et seq.], the A dm inistrator shall not m ake public information which 
in his judgm ent contains or relates to trade secrets or commercial or 
financial information obtained from a person and privileged or confidential, 
except that, when necessary to carry out the provisions o f this Act [7 
USCS §§ 136 et seq.], information relating to formulas of products ac­
quired by authorization of this Act [7 USCS §§ 136 et seq.] may be 
revealed to any Federal agency consulted and may be revealed at a public 
hearing or in findings of fact issued by the A dm inistrator.
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(c) Disputes. If  the A dm inistrator proposes to release for inspection 
information which the applicant or registrant believes to be protected from 
disclosure under subsection (b), he shall notify the applicant or registrant, 
in writing, by certified mail. The Adm inistrator shall not thereafter make 
available for inspection such data until thirty days after receipt of the 
notice by the applicant or registrant. During this period, the applicant or 
registrant may institute an action in an appropriate district court for a 
declaratory judgment as to w hether such information is subject to protec­
tion under subsection (b).
(June 25, 1947, c. 125, § 10, as added Oct. 21, 1972, P. L. 92-516, § 2, 86 
Stat. 989.)

HISTORY; ANCILLARY LAWS AND DIRECTIVES 

Explanatory notes:
Prior to the enactment of Act Oct. 21, 1972, Act June 25, 1947, 
commonly known as the Federal Insecticide, Fungicide, and Rodenti- 
cide Act, was classified as 7 USCS §§ 135 et seq.; see notes to former 7 
USCS §§ 135 et Sf;q.

Effective date of section:
For the effective date of this section, see § 4 of Act Oct. 21, 1972, P.L. 
92-516, 86 Stat. 998, set out at 7 USCS § 136 note.

CROSS REFERENCES 

This section is referred to in 7 USCS §§ 136a, 136e

RESEARCH GUIDE

Forms:
9 Federal Procedural 
§§ 29:252, 29:257.

Forms L Ed, Environmental Protection

INTERPRETIVE NOTES AND DECISIONS
1. Identification o f data
2. Relief

1. Identification o f data 
N either provision for com pensation provided 

for in 7 USCS § 136a(c)(l)(D ) n o r th a t for 
nonconsideration o f  da ta  protected by 7 USCS 
§ 136h(b) can have any m eaning or chance o f 
actual application w ithout specific delineation 
and identification o f d a ta  which is to be used to 
support application for registration; specific iden­
tification is required in o rder to establish data  
involved and ow nership o f  data. Dow Chem ical 
Co. v T ra in  (1976, D C  M ich) 423 F  Supp 1359.

2. Relief
In granting prelim inary injunction, Federal 

D istrict C ourt required th a t adm in istra to r o f 
E nvironm ental P ro tection  A gency allow 60 days, 
after plaintiif had received notice specifically 
identifying inform ation on w hich app licant seeks 
to rely, in which plaintiff m ay m ake any claim 
that inform ation is pro tected  from  consideration 
by reason o f  7 USCS §§ 136h(b) and 
!36a(c)(l)(D ). Dow C hem ical Co. v T rain  (1976, 
D C  M ich) 423 F  Supp 1359.

-



42 U S C S  § 6926 P u b l i c  H e a l t h  a n d  W e l f a r e

RESEARCH GUIDE
Am Jur:
61A Am Jur 2d, Pollution Control §§ 3, 247, 248, 254, 265.

Law Review Articles:
Hazardous Waste Management: A Symposium. 9 Capitol U L Rev 425, 
Spring, 1980.
Goldfarb, Hazards of Our Hazardous Waste Policy. 19 Natural Re­
sources J 389, 1979.
Private Nuisance Approach to Hazardous Waste Disposal Sites. 7 Ohio 
North L Rev 86, Jan 1980.

§ 6927. In sp ec tio n s

(a) Access entry. For purposes of developing or assisting in the develop­
m ent of any regulation or enforcing the provisions o f this title [42 USCS 
§§ 6901 et seq.], any person who generates, stores, treats, transports, 
disposes of, or otherwise handles or has handled hazardous wastes shall, 
upon request of any officer, employee or representative of the Environmen­
tal Protection Agency, duly designated by the Adm inistrator, or upon 
request of any duly designated officer, employee or representative of a State 
having an authorized hazardous waste program , furnish information relat­
ing to such wastes and permit such person a t all reasonable times to have 
access to, and to copy all records relating to such wastes. For the purposes 
of developing or assisting in the development o f any regulation or enforc­
ing the provisions of this title [42 USCS §§ 6901 et seq.], such officers, 
employees or representatives are authorized—

(1) to enter at reasonable times any establishm ent or other place where 
hazardous wastes are or have been generated, stored, treated, disposed 
of, or transported from;
(2) to inspect and obtain samples from any person of any such wastes 
and samples of any containers or labeling for such wastes.

Each such inspection shall be commenced and completed with reasonable 
promptness. I f  the officer, employee or representative obtains any samples, 
prior to leaving the premises, he shall give to  the owner, operator, or agent 
in charge a receipt describing the sample obtained and if requested a 
portion of each sv.ch sample equal in volume or weight to the portion 
retained. If  any analysis is made of such samples, a copy o f the results of 
such analysis shall be furnished prom ptly to  the owner, operator, or agent 
in charge.

(b) Availability to public. (1) Any records, reports, or information obtained 
from any person under this section [(including records, reports, or 
information obtained by representatives o f the Environm ental Protection 
Agency)] shall be available to the public, except that upon a showing 
satisfactory to the A dm inistrator (or the State, as the case may be) by 
any person that records, reports, or inform ation [informs], oi particular
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part thereof, to which the A dm inistrator (or the State, as the case may 
be), or any officer, employee or representative thereof has access under 
this section if made public, would divulge information entitled to 
protection under section 1905 of title 18 of the United States Code [18 
USCS § 1905], such information or particular portion thereof shall be 
considered confidential in accordance with the purposes of that section, 
except that such record, report, document, or infoim ation may be 
disclosed to other officers, employees, or authorized representatives of 
the United States concerned with carrying out this Act [42 USCS 
lj§ 6901 et seq.], or when relevant in any proceeding under this Act [42 
USCS §§ 6901 et seq.].
(2) Any person not subject to the provisions of section 1905 of title 18 
o f the United States Code [18 USCS § 1905] who knowingly and 
willfully divulges or discloses any information entitled to protection 
under this subsection shall, upon conviction, be subject to a fine of not 
m ore than $5,000 or to imprisonm ent not to exceed one year, or both.
(3) In submitting data under this Act [42 USCS §§ 6901 et seq.] a 
person required to provide such data may—

(A) designate the data which such person believes is entitled to 
protection under this subsection, and
(B) submit such designated data separately from other data submitted 
under this A ct [42 USCS §§ 6901 et seq.].

A  designation under this paragraph shall be made in writing and in such 
m anner as the A dm inistrator may prescribe.
(4) Notwithstanding any lim itation contained in this section or any ether 
provision of law, all information reported to, or otherwise obtained by, 
the A dm inistrator (or any representative of the A dm inistrator) under 
this Act [42 USCS §§ 6901 et seq.] shall be made available, upon written 
request of any duly authorized committee of the Congress, to such 
committee.

(Oct. 20, 1965, P. L. 89-272, T itle II, Subtitle C, § 3007, as added Oct. 21, 
1976, P. L. 94-580, §2 , 90 Stat. 2810; Nov. 8, 1978, P. L. 95-609, § 7(j), 
92 Stat. 3082; Oct. 21, 1980, P. L. 96-482, § 12, 94 Stat. 2339.)

HISTORY: ANCILLARY LAWS AND DIRECTIVES 

Explanatory notes:
In subsec. (b), the bracketed word “informs” is inserted as the probable 
intent of Congress.
The phrase “(including records, reports, or information obtained by 
representatives of the Environmental Protection Agency)” appears in 
brackets in subsec. (b)(1) to conform to the probable intent of Con­
gress, since Act Oct. 21, 1980, P.L. 96-482, § 12(b)(4), 94 Stat. 2339, 
which amended this section (see the 1980 Amendments note to this 
section), directed that such phrase be inserted in subsec. (b)(1), but did 
not specify the point of insertion.
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Y f f l l  H l d O i U T T M
LEGISLATIVE AFFAIRS AGENCY

POUCH* MAlf CAPITOl 
JUNEAU AIASKA998I I 

90/ 465 J800

M E M O R A N D U M A p r i l  16, 1990

S U B JE C T :

T O :

F R O M :

SC S C S H B  4 1 1( Jud ic ia ry ), 1990 R e v iso r’s Bill

S e n a to r  J a n  Faiks
C h a ir, S e n a te  Ju d ic ia ry  C o m m itte e

D av id  R . D ie rd o rff  
R ev iso r o f  S ta tu te s '

T h is  m e m o ra n d u m  discusses th e  en c lo sed  c o m m itte e  su b s titu te  for th e  
1990 R e v iso r’s Bill (H B  411), p re p a re d  a f te r  th e  su b c o m m itte e  m ee tin g  
on  A p ril 12. T h e  follow ing sec tio n s  in SC S C S H B  4 1 1 (Ju d ) w ere  n o t in 
th e  bill as p a sse d  by th e  H o u se : 13, 21, a n d  25.

T o  assist in u n d e rs ta n d in g  th e  bill, I have  su m m a riz ed  th e  c o n te n ts  by 
g ro u p in g  sec tio n s  th a t  hav e  s im ila r effects.

S ec tio n s  th a t d e le te  o r  re p e a l o b so le te  p ro v is io n s: S ec tions  5, 10, 14, 15, 
26, 27, 29 - 32, a n d  34 - 38 d e le te  o r  re p e a l  p rov isions th a t  hav e  b e co m e  
o b so le te  e ith e r  th ro u g h  the  p a ssag e  o f  tim e  o r o th e r  leg isla tive  ac tion .

S ec tio n s  th a t  u p d a te  o b so le te  o r  a rch a ic  p rov isions, o r  im p ro v e  th e  style 
o f  th e  s ta tu te s : S ec tions  1, 3, 8, 9, 12, 16 - 18, 20, 21, 25, a n d  33 
su b s titu te  new  p rov isions fo r p rov isions th a t  a re  o b so le te , a rch a ic , o r  
o th e rw ise  o u td a te d , includ ing  im p ro v e m e n ts  in th e  sty le  o f  lan g u ag e  fo r 
p u rp o se s  o f  clarity .

S ec tio n s  th a t e lim in a te  conflicts w ith o th e r  law s: S ec tio n s  4, a n d  22 - 24 
h a rm o n ize  laws d ea lin g  w ith th e  sam e  sub jec t. S ec tio n  2 co n fo rm s th e  
tex t o f  a  law  to  its ju d ic ia l in te rp re ta tio n .



S e n a t o r  J a n  F a i k s
P a g e  2
A p r i l  16, 1990

S ec tions  tha t c o rre c t  e rro rs  o r  o v e rs ig h ts : S ec tio n s  6, 7, 11, 13, a n d  18 
c o rre c t e rro rs  o r  o versigh ts  in d rafting .

S E C T IO N A L  A N A LY SIS

S ection  1. T h is  a m e n d m e n t, re la tin g  to  th e  p ro p e r  fo rm  fo r c ita tio n  o f  
p rov isions in th e  A lask a  S ta tu te s , re flec ts  th e  fac t th a t  th e  fo rm  ac tu a lly  
used  fo r c ita tio n  o f  th e  sing le  d igit titles  o f  A S has b e e n , fo r ex am p le , A S 
01, A S  02, e tc . U n til th e  m id -1970’s, th e  L eg isla tive  D ra ftin g  M an u a l 
gave  d ra f te rs  a  cho ice  b e tw e e n  A S 1 o r  A S 01, e tc ., b u t fo r th e  p a s t 
fifteen  y ea rs  th e  d o u b le  d ig it fo rm  has b e e n  th e  leg isla tive  s ta n d a rd . N ow  
th a t  th e  w orld  o f  d a ta  p ro cess in g  has e n v e lo p e d  us, it is im p o r ta n t  th a t 
w e m ak e  th e  use  o f  th e  d o u b le  d igit c ita tio n  fo rm  official.

Sec. 2 . T h e  p ro p o se d  a m e n d m e n t to  A S  12.55.165 in c o rp o ra te s  
re fe re n c e s  to  p rov is ions  e n a c te d  a f te r  1982 w ith in  th e  in te rn a l re fe re n c e .
In E dw in  v. S ta te . 762 P .2d  499 (1988), th e  A la sk a  C o u r t o f  A p p e a ls  
he ld  th a t  s e n te n c e s  u n d e r  A S  12 .55 .125(e)(3 ), an d , by ex ten s io n , (d )(3 ), 
a re  su b je c t to  re fe rra l  to  a  th re e -ju d g e  p a n e l u n d e r  A S  12.55.165. T h e  
c o u rt re a d  th e  se n te n c in g  s ta tu te s  as a  w h o le  an d  c o n c lu d e d  th a t th e  
fa ilu re  to  in c o rp o ra te  re fe re n c e s  to  th e  a d d e d  p rov isions w as a  leg isla tive  
oversigh t. T h e  c o u rt in v o k ed  th e  d o c tr in e  th a t  s ta tu te s  sh o u ld  b e  
c o n s tru e d  "to av o id  a b su rd  resu lts ."  762 P .2d  a t 502. S e e  a lso  th e  
N o v em b er, 1989 R e p o r t  to  th e  L e g is la tu re  E x am in in g  C o u r t  D ec isions , 
p ag e  42.

Sec. 3 . T h is  a m e n d m e n t is p ro p o se d  to  e n s u re  th a t  re c ip ie n ts  o f  a W inn  
B rin d le  m em o ria l sc h o la rsh ip  lo an  m ay  a tte n d  a n  a c c re d ite d  "school" (as  
p e rm itte d  u n d e r  A S  14 .43 .300 (b )(5 )) a n d  a re  n o t re q u ire d  to  a tte n d  a 
"college" o r  "university ." T h e  a m e n d m e n t sh o u ld  hav e  b e e n  m a d e  in 1986 
w h en  th e  W inn  B rin d le  m em o ria l sc h o la rsh ip  lo an  p ro g ra m  w as e n a c te d . 
T h e  a m e n d m e n t h as  b e e n  rev iew ed  a n d  a p p ro v e d  by th e  P o s tse c o n d a ry  
E d u c a tio n  C om m ission .

Sec. 4 . A S 16.05 .900(24) d e fin es  " residen t"  as a p e rso n  w h o  has 
m a in ta in e d  a p e rm a n e n t  p la c e  o f  a b o d e  in  th e  s ta te  fo r  12 co n secu tiv e  
m o n th s . T h u s, th e  use  o f  "has b e e n  a  re s id e n t fo r o n e  y e a r  o r  m o re "  in 
A S 16 .05 .400(b) is re d u n d a n t. T h e  p ro b le m  d a te s  b a c k  to  th e  1983 
a m e n d m e n t, w h ich  su b s titu te d  "one year"  fo r "30 c o n secu tiv e  years."
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Sec. 5 . T h e  m ate ria l to  b e  d e le te d  re la te s  only to  th e  in itial te rm s  o f  
a p p o in te e s .

Sec. 6 . A s e n a c te d , a p o rtio n  o f  th is p rov ision  ap p lie d  to  ch ild ren  
"betw een" th e  ages o f  fo u r  an d  six. T a k e n  literally , th a t  m ea n s  it ap p lie s  
only to  five-year o lds. T h e  leg is la tu re  obviously  in te n d e d  th a t ch ild ren  
ag ed  fo u r th ro u g h  six b e  included , a n d  th e  p ro p o se d  a m e n d m e n t w ould  
m ak e  th a t  c lea r.

Sec. 7 . T h e  a m e n d m e n t w ould  c o rre c t an  e rro n e o u s  re fe re n c e  in th e  
o rig inal e n a c tm e n t.

Sec. 8 . T h e  1978 rev ision  o f  th e  c rim ina l co d e  in tro d u c ed  th e  c rim e o f  
unsw orn  fa lsifica tion . A S 28.35.130, w hich p re d a te s  s ta te h o o d , shou ld  
have  b e e n  a m e n d e d  a t  th a t  tim e. A  convic tion  fo r p e rju ry  cou ld  n o t be  
su s ta in ed  u n d e r  th e  c ircu m stan ces  d e sc rib ed  in A S  28.35.130, b u t  a 
v io la to r co u ld  b e  p ro se c u te d  fo r unsw orn  falsification . T h u s  th e  p ro p o se d  
su b s titu tio n  o f  te rm s.

Sec. 9 . A s e n a c te d , "cancel" w as d e fin ed  as a  no u n . T h e  a m e n d m e n t 
ch an g es  th e  d e fin itio n  to  th a t  o f  a  v e rb , w hich is co n s is ten t w ith  th e  u sage  
o f  th e  te rm .

Sec. 10. T h e  m a te ria l to  b e  d e le te d  re la te s  only to  th e  in itia l te rm s  o f  
a p p o in te e s .

Sec. 11. T h e  lan g u ag e  p ro p o se d  fo r d e le tio n  a d d s  n o th in g  to  th e  
p rov is ion  a n d , in any  ev en t, is confusing  b e c au se  it is in co m p le te .

Sec. 12 . T h e  a m e n d m e n t to  th e  in te rn a l re fe re n c e  picks u p  tw o  sections  
o f  A S  39.20 th a t  n e e d  to  have  th e se  defin itions app ly  to  th em .

Sec. 13. S e c tio n  13 c larifies  A S 41.21.302(c), as a m e n d e d  by a  H o u se  
flo o r a m e n d m e n t d u rin g  th e  co n s id e ra tio n  o f  H C S  CSSB 4 2 (F in ), w hich 
b e c a m e  ch. 14, S L A  1990. W ith o u t th is c la rifica tion , the  D e p a r tm e n t  o f  
N a tu ra l R e so u rc e s  will n o t have  c le a r  d irec tio n  as to  th e  d e a d lin e s  fo r 
p re p a ra tio n  o f  s ta te  m a rin e  p a rk  m a n a g e m e n t p lans. T h e  p ro p o se d  
lan g u ag e  is b a se d  u p o n  w h a t I be lieve  the  leg is la tu re  in te n d e d  in 
a p p ro v in g  H C S  CSSB 4 2 (F in ) am  H . S ec tion  39 o f  th e  bill g ives this



sec tio n  an  e ffec tiv e  d a te  th a t  is th e  sa m e  as th a t  o f  ch. 14, S L A  1990.

Sec. 14. T h e  m a te ria l to  b e  d e le te d  re la te s  only to  th e  in itia l te rm s  o f 
a p p o in te e s .

Sec. 15. T h e re  is no  su b s tan tiv e  n e e d  to  re ta in  th e  re fe re n c e  to  "Jan u ary  
1, 1971" in th is p rov ision .

Sec. 16. T h e  p ro p o se d  a m e n d m e n t e lim in a te s  lan g u ag e  th a t  is r e d u n d a n t  
to  A S  42 .05 .121(b ) a n d  rew rites  o th e r  lan g u ag e  to  co n fo rm  to  m o d e rn  
d ra ftin g  style.

Sec. 17. T h e  a m e n d m e n t is p ro p o se d  to  clarify  so m e  a rc h a ic  language .

Sec. 18. T h e  a m e n d m e n t u p d a te s  th e  re fe re n c e  to  m un ic ipa lities .

Sec. 19. T h e  a m e n d m e n t, p ro p o se d  by th e  A P U C , w ou ld  a d d  lan g u ag e  
("to  th e  p u b lic  fo r  c o m p e n sa tio n ") to  A S  42 .05 .720 (4 )(F ) th a t  a p p e a rs  in 
e a ch  o f  p a ra g ra p h s  (4 )(A ) - (E ). I t  is a p p a re n t  th a t  th e  om issio n  o f  th e  
lan g u ag e  fro m  (4 )(F )  w as a n  oversigh t. T h e  a m e n d m e n t w o u ld  e lim in a te  
a  so u rc e  o f  co n fu sio n  a n d  m isu n d e rs tan d in g .

Sec. 20 . T h e  a m e n d m e n t u p d a te s  th e  re fe re n c e  to  m un ic ipa lities .

Secs. 21 a n d  25 . T h e se  bill sections, re q u e s te d  by A ss is tan t A tto rn e y  
G e n e ra l J e f f  B ush , su b s titu te  th e  te rm  "subpoena"  fo r  "sum m ons" in o n e  
o f  th e  g e n e ra l p rov isions fo r a d m in is tra tio n  o f  th e  s ta te ’s tax  law s an d  o n e  
p rov is ion  d e a lin g  w ith  th e  e s ta te  tax. T h e  te rm  "sum m ons" is n o t  u sed  in 
civil p ro c e d u re  o r  ad m in is tra tiv e  p rac tic e , ex c ep t in  c o n n e c tio n  w ith  a 
"sum m ons a n d  com pla in t."

Secs. 22 - 24 . T h e s e  th re e  sections, to g e th e r  w ith  th e  re p e a l  o f  
A S 43.05.120 p ro p o se d  in sec. 38, re p re s e n t  an  e ffo rt to  reso lve  som e 
in consis tenc ies  a n d  re d u n d a n c ie s  in fo u r  p rov isions o f  A S 43.05 re la tin g  to  
c rim ina l p e n a ltie s . A S 43.05.290, e n a c te d  in 1980, w as in te n d e d  to  se rve  
as th e  basic  p e n a lty  p rov ision  fo r all o f  th e  tax  law s. W h e n  th a t  w as 
e n a c te d , h o w ev er, th re e  p rov isions d a tin g  fro m  1945 th a t  c o n ta in  c rim ina l 
p e n a ltie s , A S  43.05.110, 43.05.120, a n d  43.05.130, w e re  n o t a m e n d e d .
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In  sec. 22, a  new  sec tio n  is p ro p o se d  re e n a c tin g  th e  su b s tan tiv e  
p ro h ib itio n s  o f  A S 43.05.120, w hich  w ou ld  b e  re p e a le d . T h e  new  sec tio n  
is lo c a te d  im m ed ia te ly  a f te r  th e  tw o A S  sections th a t  it re la te s  to. A  
v io la tion  o f  A S  43 .05 .075(1) w ou ld  b e  a  class A  m isd e m e a n o r  u n d e r  A S 
43.05 .290(c), w hile a  v io la tio n  o f  A S 43.05.075(2) w ou ld  b e  a  class A  
m isd e m e a n o r  u n d e r  A S 43.05 .290(f). A  v io la tion  o f  e ith e r  w ith  re sp e c t to  
a  m a te ria l m a tte r  a n d  w ith  th e  req u is ite  in te n t v /ould  b e  a  felony  u n d e r  
A S 43 .05 .290(e).

S ec tio n  23 a m e n d s  A S 43.05.110 to  d e le te  th e  lan g u ag e  es tab lish in g  
a  v io la tio n  as a  m isd e m e a n o r  (w hich  w ould  b e  in te rp re te d  as a  class A  
m isd e m e a n o r  u n d e r  A S 11 .81.250(c)). A  v io la tion  o f  A S 43.05.110 w ou ld  
b e  p u n ish a b le  as  a class A  m isd e m e a n o r  u n d e r  A S  43 .05.290(c).

S ec tio n  24 a m e n d s  A S 43.05.130, w hich  cu rre n tly  p ro v id es  a 
p e n a lty  o f  up  to  $1,000, b u t  no  ja il te rm , fo r any  v io la tion  o f  
A S  43.05.010 - 43.05.130, o r  a  re g u la tio n  a d o p te d  u n d e r  th o se  prov isions. 
T h is  is obviously  in co n s is te n t w ith  existing A S  43.05.110 an d  43.05.120, 
a n d  conflicts w ith  A S  43.05.290 as w ell. T h e  a m e n d m e n t p ro p o se s  to  
reso lve  th is  by lim iting  its a p p lic a tio n  to  v io lations th a t  d o  n o t a m o u n t to  
v io la tions  u n d e r  A S  43.05.290.

T h e  D e p a r tm e n ts  o f  L aw  a n d  R e v e n u e  h av e  rev iew ed  an d  
a p p ro v e d  th e se  p ro p o sa ls .

Secs. 26 a n d  27 . Fo llow ing  th e  1981 re p e a l o f  A S 43 .55 .012(a), the  
re fe re n c e s  to  a d ju s tm e n t o f  th e  gas p ro d u c tio n  tax  u n d e r  A S 43.55.012 
th a t  a p p e a r  in A S 43 .55 .016(c) a n d  43 .55 .020(e) b e c a m e  m ean ing less. 
T h e se  tw o bill sec tio n s  d e le te  th e  o b so le te  re fe re n c e s .

Sec. 28 . T h e  m a te ria l p ro p o se d  fo r d e le tio n  is re d u n d a n t  to  g e n e ra l 
p rov isions in  A S  43.15.010.

Secs. 29 - 3 2 . T h e  m a te ria l to  b e  d e le te d  re la te s  only  to  th e  in itial te rm s 
o f  a p p o in te e s .

Sec. 3 3 . T h e  a m e n d m e n t u p d a te s  a n  o b so le te  re fe re n c e  to  fed e ra l 
po v e rty  gu idelines.

Secs. 34 - 3 7 . T h e  m a te ria l to  b e  d e le te d  re la te s  on ly  to  th e  in itia l te rm s
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o f  a p p o in te e s .

Sec. 3 8 . T h is  sec tio n  p ro p o se s  th e  fo llow ing o b so le te  o r  o th erw ise  
u n n ecessa ry  p rov is ions  fo r  re p e a l:

A S  23 .15 .520(3) de fines  " reg istra tio n  fee," a te rm  th a t  d o es  n o t 
a p p e a r  in an y  p rov ision  to  w hich th e  d e fin itio n  ap p lie s .

A S  23 .35 .150(2) a n d  (4) d e fin e  "com m issioner"  a n d  " d e p a r tm e n t"  
respec tive ly , te rm s  th a t  a re  d e fin ed  fo r  all o f  A S 23 in A S
23.46.010.

A S  39 .50 .200 (b )(47 ) re fe rs  to  th e  A la sk a  R e so u rc e s  C o rp o ra tio n , 
w hich  w as re p e a le d  Ju ly  1, 1989.

A S  42 .40 .920(a) re la te s  to  th e  A lask a  T ra n s p o r ta t io n  C om m ission  
a n d  w as re n d e re d  o b so le te  by th e  1982 re p e a l, by in itia tive , o f  all 
p rov is ions  re la tin g  to  the  A T C .

A S  43 .05 .010(17) re la te s  to  pow ers  o f  th e  c o m m iss io n e r  o f  re v e n u e  
in  co n n e c tio n  w ith  asse ts  o f  th e  fo rm e r  A lask a  R e so u rc e s  
C o rp o ra tio n . T h e  a m e n d m e n t o f  sec. 17, ch . 161, S L A  1984 by  
sec. 1, ch . 17, S L A  1989 m ak e s  A S  43 .05 .010(17) u n n ecessa ry , as  
th e  co d ified  law  gives th e  co m m iss io n er a n d  th e  d e p a r tm e n t  
a d e q u a te  a u th o rity  to  w ind dow n th e  a ffa irs  o f  A R C .

A S  43.05.120, A S  43 .20 .340(3), A S  43 .23 .095(2) a n d  (3 ), A S  
43 .31 .420(2), A S  43 .55 .900(5) A S  43 .56 .210(3), A S  43 .75 .140(2), and  
A S  43 .80 .100(3) all c o n ta in  defin itions  o f  "com m issioner"  o r  
" d e p a r tm e n t,"  te rm s  th a t  a r e  d e fin ed  fo r  all o f  A S  43 in  A S
43.99.950.

A S  44 .47 .310(5) co n ta in s  a  d e fin itio n  o f  "d e p a r tm e n t"  th a t  is 
re d u n d a n t.

A S  47 .07 .020 (b )(10 ) a n d  47 .07 .035(17) r e la te  to  m ed ica l a ss is ta n c e  
fo r  ce rta in  ch ild ren  a n d  p re g n a n t w o m e n  th a t  w ere  o p tio n a l 
se rv ices u n d e r  s ta te  law, b u t a re  now  m a n d a te d  serv ices u n d e r  
re c e n t a m e n d m e n ts  to  fed e ra l law; th e  s ta te  will p ro v id e  th e  
se rv ices  u n d e r  A S 47 .07 .020(a) a n d  o th e r  p ro v is io n s  o f  A S  47.07.
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Sec. 3 9 . G ives sec. 13 a  J u n e  14, 1990, e ffec tiv e  d a te  so  th a t  th e  
a m e n d m e n t will tak e  e ffec t w hen  ch. 14, S L A  1990 ta k e s  e ffec t.

See. 40 . T h e  re s t o f  th e  A c t is given a n  im m e d ia te  e ffec tiv e  d a te  by this 
sec tion .

D R D rlm b
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g i u a l  8 p o r \ a o r ( s ) r  R u l c s / L e g i s l a t i v d  C o u n c i l

THE HOUSE 3Y T H E  JUDICIARY CO.'OilTTES

SENATE CS FOR CS FOR HOUSE 3ILL NO. 4)1 (Judiciary)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

3 IXTEEiJTn LEGISLATURE - SECOND SESSION

A BILL

an Acc entitled: "An Act naking corrective amendments co tho Alaska

Statutes aa rccooraendcsd by the raviaor of statutes s 

and providing Tor an effective date.'*

IT ENACTED SY TIE LEGISLATURE OF THE STATE OF ALASKA:

' Section I. AS 01.05.0)1 is amended to read:

See. 01.05.011. DESIGNATION AND CITATION. The bulk formal 

revision of Alaska iav adopted and enacted into law by AS 01.05.006 

and as amended and supplemented is known aa the "Alaska Statutes’* and 

may be cited "AS" followed by che number of the title, chapter, and 

section, separated by periods. For axaapla, [EXAMPLE 1 1 this title nay 

be cited *41 01 [AS !]**» this chapter nay be cited "AS Q1.95"i thin 

section mMj be cited "AS 0 1.05 - 0 ̂ I. Except as otherwise indicated by 

trie context, citations in accordant* with this section include amend- 

acuta and reenactment 3 of the provision cited.

* Sec. 2. AS 12.55.165 ia amended to read:

Sec. 12.55. 165. EXTRAORDINARY CIRCUMSTANCES. If the ddfenda.it 

ia subject co sentencing under AS 12.55.125(c), (d) , (a), or (i)

[AS 12.55. 125(c), (d)(1). (d)(2), (e)(1), (e)(2), OR (i)J and the

court finis by clear and convincing evidence that manifest injustice 

would result frou failure to consider relevant aggravating or mitigat­

ing faccors not specifically i n d u c e d  ia AS 12.55. 155 or from imposi­

tion of the presumptive tern, whether or not adjusted for aggravating

or mitigating factors, che courc shall enter findiags and conclusions 

ind cauae a record of che proceedings co be transmitted co a thrcc-

- I -  S C S  C 3 K B  4 1 1 ( J u d )



* Sec. 3. AS 14.43.300(d) is amended co read:

(d) The recipient oust at all times continue to be enrolled as a 

full-time student i.i good standing at an accredited postaocondary 

institution that 13 appropriate to the memorial scholarship received 

[COLLEGE OR UNIVERSITY).

* Sec. 4. AS 16.05.400(b) is amended to read:

(b) A sport fishing, hunting, or trapping license is not r e­

quired of a resident who ia 60 years of age or saore [AtD HAS SEEN A 

RESIDENT FOR ONE YEAR OR MORE). The commissioner ahaII issue a perma­

nent identification card without charge to persons who qualify by age 

ana residence and who complete che forms required by the commissioner 

lor impiemencation of this subsection. A  person who is i39ued a perma­

nent identification card under chis subaaccion shall have it in pos­

session S M I *  sport fishing, hunting, or trapping.

* Sac. 5. AM 23.15.230 is amended to read:

See. -23. 15.230. APPOINTMENT OF CO.’flUTTEE,. The governor's com­

mittee consists of not more than 12 member# appointed by che governor 

Tor 3taggered terms [A TERM] not exceeding three years. Tha committee 

shell be compound of state leaders of industry, business, agriculture, 

labor, veterans, women, religious, educational, civic, fraternal, 

welfare, scientific, military, aadiaalA and other professions, or i s  

many o i these and like categories as may be feasibly represented. 

(THE INITIAL MEMBERS SHALL BE APPOINTED FOR TERMS OF ONE, TV/O, AND 

THREE YEARS AS DESIGNATED 3Y THE GOVERNOR. ] A member may be reap­

pointed and 3 vacancy shall be filled by the governor.

* Sec. 6. AS 23.05.095(a) ia amended to read:

( a )  £ . ; a e p t  i s  p r o v i d e d  t n  ( b )  o f  t h i a  s e c t i o n ,  a  d r i v e r  m a y  n o t  

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

j u d g e  p a n e l  f u r  s e n t e n c i n g  u n d e r  AS 1 2 .5 5 .1 7 5 .



driver has provided and properly secured each child as described in 

this subsection. If che child is leas Chan four year* of age, che 

child shall be properly oscurad in a child safety device Meeting the 

standards of the United States Department of Transportation for a 

child safety device for infants. If che child ia [3£TVCSffI four

' through [AiiDJ aloe years of age, che child shall be properly secured in 

a child 3afsty device approved for a child of that age and sine by the 

United States DcparCaent of Transportation or in a seatbelt, whichever 

is appropriate for the particular child.

* Sec. 7. AS 23.33.QiO(d) is amended to read:

(d) A policy of insurance, surety bond, or ocher fora of se­

curity may not be cancelled on less than 30 days’ written notice to 

tha department. This requirement must be clearly stated in che policy 

or endormmMmme for am insurance policy subaictod as proof of financial 

responslblUC? under (b)(1) of thia section [AS 42.30.225(a)(1)]. The 

30-day m o d e m  period is measured froa the date on which che department 

receives notice.

* Sec. 3. AS 28.35.130 i3 amended to read:

Sec. 23.35.130. FALSE ?J£P0*i7 OR DSSTRUCTIOU 0? EVIDENCE. An 

officer or person who knowingly an ice 3 or subscribes a false report 

concerning en investigation of a vehicle or damage or injury caused by 

a vehicle, as provided in this chapter, ia guilty of unsworn falsi­

fication (PEEJURYJ. A  person who destroys, obliterates, conceals or 

removes, or who aids, abets, or assists in the footruction, oblit­

eration, concealment, or removal from a vehicle, of evidence showing

or reading to snow that the vuhicLa collided with a person or prop­

erty, is punishable by *i of not uora then 5500, or by imprison­

ment for not more than sin months, nr by both.

* Sec. AS 20.40. l'JO(a) ( I) Is amended to rend:
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(1) "cancel" aearis to annul or terminate, [THE ANNUL; lEHT OR 

TER.1INA7I0H] by formal action of the department^ [OF] a certificatiou, 

regiaeratIon, liceaio, permit or privilege issued or allowed under 

this title or regulations adopted undor thia title, because of an

error or defect in the document i3sued or the application for issuance 

or because che person holding the document Is no longer e n t i t l e d  t o  

i c i

* Sec. 10. AS 31.05.007(a) i9 amended co read:

(3 ) The tern of office of each member is six years. [THF. GOVER­

NOR SHALL DESIGNATE WHO AM0?JG THE INITIAL APPOINTEES SHALL SERVE 

RESPECTIVELY FOR TSRKS OF TWO TEARS, FOUR YEARS AND SIX YEARS. J A 

commissioner, upon the expiration of * term, 3h«ll continue to hold 

office until a successor is appointed and qualified.

* Soc. li. AS 36.30.015(e) is amended co read:

(e) Tha beard* of directors of the Alaska Railroad Corporation

and the Alaaka State Housing Authority aha 11 adopt procedures to

govern tiM|. pracureeent of supplies, services, procea*Ional serviced, 

aid construction [BY THE CORPORATION]. The procedures must be oub~ 

stancialiy equivalent to che procedure* prescribed ia thi3 chapter i.nd 

in regulation* adopted under Chi* chapter.

* Sec. 12. .VS 39. 20.190 is amended co read:

Sec. 39.20.190. DEFINITIONS. In AS 39.20.110 - 39.20. 190
[AS 39.20. 1 10 - 39.20.170]

(1) "employee" or "state employee" .naans .1 person employed 

by a state agencyj

(2) "official" or "state official” means the appointive 

head of a jtaco agency;

(3) "official travel" means travel inside or outside che 

it.ite o;i oifiniai buaineas of the jtate, for which payment or

S C S  C S H B  4 » i ( J u d )  - 4 -



reimburseac.it is expected :>r authorized;

(4) "per dien allowance" naana a daily fiat race of pa/raenc 

instead of actual expenses;

(5) "atatc agency," "agency," or "department" means depart­

ment, office, institution, board, coiaraission, bureau, dlvlaloa, or

other administrative unit forming the staca 3 ov«rnoaati

(6) "subsistence" neaaa lodging, aaals, and other aec«**«ry 

expenses incidental to tha personal sustenance or cottfort of the 

traveler;

(7) "traveler" means tha official or aaployee engaged ia 

official travel lor the state.

* Sec. i3. AS 41.21.302(c), a9 amended by sec. I, ch. 14, SLA 1990, i s

:*.ded to read:

(c) The Department of Natural Resource* shall develop a manage­

ment plan for each marine park unit of the Alaska state park system to 

Jeteraaiae epecific purpoaea and uses for the unit [V/I7KTU FIVE

YEARS]. % *  co«*i*aioncr shall give written notice and consult with

cha Department of Fiah and Game, proximatoly located municipalities of 

the state, proxiaately located private landowners, the United States 

Forest Service, organizations concerned wich conservation, recreation, 

and tourism, and other interested parties during che preparation of a 

management plan for a marine park unit of the Alaska state park 3 7 3 - 

tea. A managem ent plan required under this subaection shall be com­

pleted by June l_4, 1995, for each aarinu park un it established b d  ore

June 14,__1990, and within five year* of the cstabllshaent of the juaic

for units ostabliahed after June 13, 1990.

*  Sec. 14. AS 42.05.030(a) is amended to reed:

(a) The term of office of each member is six years. [TfTZ GOVER­

NOR SHALL DESIGNATE TI0 AMONG 7'tE INITIAL APP0LTTE2S SHALL SERVE,

-5- SCS CSH3 4 IJ(Jud)
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ASPECT!VELY, FOR TSRrtd OF TWO YEARS, FOUR YEARS AND SIX YXAtU.J A 

cmaalajloner, upon the expiration of a tern, shall continue to tsoLd 

office until m successor ia appointed and qualified,

* Sec. 15. AS 4 2 . 3 5 . 1 2 1 ( a )  ia amended co read:

(3 ) A  public utility aa/ noc oparato and receive eowpaasation

for providing a  commodity or service [AFTER JANUARY 1, 1571] without 

first having obtained froa the coaraissiou under thia chaptar a certif­

i c a t e  declaring chat public convenience and necessity require o r  v i l L  

require the service. Where a public utility provides more c h a n  o n e  

t y p e  o "  utility service, a separate certificate of convenience a n d  

n e c e s s i t y  is required for each type. A certificate aust d e s c r i b e  t h e  

nature and ertent of the authority granted in ic, including, as appro­

priate for the services involved, a description of the authorised area 

and scope of operations of the public utility.

* Sec. 16. AS 42.05.221(e) la amended to read:

(•) If the tTHii] cosaais3i«m employs (MAY EMPLOY] professional 

consultant* to assise it in adalniateriug (T32 PROVISIONS OF] thia 

section, it [AND] may apportion the expenses relating to their aaplof- 

aenc f Til 13 ADj (INI STSATI ON] among the competing utilities f INVOLVED J.

* Sec. 17. AS 42.05.351 Is amended to read:

Sec. 42.05.351. TESTING OF APPLIANCES. The commission shall 

p r o v i d e  for the examination and teat tag of appliances uaed for the 

measuring of a service of a public utility and may purchase equipment, 

apparatus, and standards required for this purpose. The commissioner 

of commerce and economic development may assign the examination and 

ttisciwig function to the section of weights and aeaauras. Upon the 

payment of a  reasonable fee established by the commission, a consumer 

• a a y  h a v e *  a n  [ T H E )  appliance that [, W H I C H ]  is used o y  the c o n s u m e r  [ , j  

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

3 0 5  C d . t B  4  I * ( J u d )  - 6 -



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

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

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

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

3 o n .  T h i s  r e i m b u r s e m e n t  s h a l l  b e  m a d e  n o  l a t e r  t h a n  a t  t h *  tia* o f  t h *  

n e x t  r e g u l a r  b i l l i n g  f o l l o w i n g  t h a  t e a t .

S e c .  1 3 .  A S  4 2 * 0 5 . 6 4 1  i s  a m e n d e d  c o  r e a d :

S e c .  4 2 . 0 5 . 6 4 1 .  R E G U L A T I O N  3 Y  M U N I C I P A L I T Y .  T h e  c o a o i M i o u ’ a 

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

a  a u n l c i p a l i t y  [ C I T Y  OR S O R O U S H ] ,  w h e t h e r  h o c u s  r u l e  o r  o t h e r w i s e .  I n  

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

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

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

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

p r e v a i l .

S e c .  19. 43 42.95.720(4) i s  a m e n d e d  t o  r e a d :

(4) "public u t i l i t y ”  o r  ' ’u t i l i t y "  i n c l u d e s  e v e r y  c o r p o r a ­

t i o n  whether public, c o o p e r a t i v e ,  o r  o t h e r w i s e ,  c o m p a n y ,  i n d i v i d u a l ,

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

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

p l a n t ,  p i p e l i n e ^  o r  s y s t e m  f o r

( A )  f u r n i s h i n g ,  b y  g e n e r a t i o n ,  t r a n s m i s s i o n ^  o r  d i s ­

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

( 3 )  f u r n i s h i n g  t e l e c o m m u n i c a t i o n s  s e r v i c e  c o  t h o

p u b l i c  f o r  c o m p e n s a t i o n *

( C )  f u r n i s h i n g  w a t e r ,  s t ^ a n ^  o r  s e w e r  s e r v i c e  c j  c h e

p u b l i c  f o r  c o m p e n s a t i o n *

( D )  f u r n i s h i n g  b y  t r a n s m i s s i o n  o r  d i s t r i b u t i o n  o f

n a t u r a l  o r  m a n u f a c t u r e d  g a s  t o  t n e  [ A L A S K A ]  p u b l i c  f o r

- 7 -  S C S  C 3 H 3  4 1  l ( J u d )



compensation*

t£) furnishing Tor distribution or by distribution

petroleum or petruieura products to the [ALASKA] public for com­

pensation when the consumer has no alternative in che choice of 

supplier of a comparable product end service at en equal or

leaser price*

(F) furnishing collection and disposal service of

garbage, refuse, trashy or other waste aaterial to the public for

c o m p e n s a t i o n *

* Sec. 20. AS 42.06.230(b) is amended to read:

(b) The coraaisaion'a Jurisdiction and authority extend to an oil

or ga5 pipeline facility operating In a municipality [CITY O R  B O R ­

O U G H ] ,  whetaer honwi rule or otherwiaa. If a conflict between a cer­

tificate, order, decision^ or regulation of the coassisaioa and a char­

ter, peraic, franchise, ordinance, rule^ or regulation of sucn i local 

govern— jjtl satIt/ occurs, che certificate, order, decision^ or rogu- 

iution o f  J d M  coaaissioa prevails.
“ f

* Sac. 21. AS 43.05.040 is amended to read:

Sec. 43.05.040. INSPECTION OF RECORDS OR PREMISES AND ISSUANCE

0? 3U3P0ZUAS [SIMMONS]. (a) The department cut? examine che books,

papers, records, or memoranda of any person co ascertaiu the correct­

ness of a return filed or no determine whether a tax oc a payment lor 

oil or gas royalty or not profits shares under a contract, agreen«nc, 

or lease uni "r A r 38.05 is duo, or In an investigation or inspection

in connection with tax matters or cutters relating to oiL and gas

royalty or net profits under contracts, agreements, or leases under 

AS 33.05. The records and the premises where a business is conducted 

shall be open at all reasonable times Cor official inspection, and che 

department way sub p o e m  [3‘J;iH0M] «..! j  pcr3o.n co appear t.iJ produce 

3CS CJ.I3 4 1 I (j'ud) -3-
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b o o k s ,  r e c o r d s ,  p a p e r s ,  o r  m e m o r a n d a  b e a r i n g  u p o n  r .a . r  a a t t i r a  o r  

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

t r a c t s ,  a g r e e m e n t s , o r  l e a s e s  u n d e r  AS  3 3 . 0 5 ,  a n d  t o  g i v e  t e s t i m o n y  o r  

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

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

m e n t s ,  o r  l e a s e s  u n d e r  A S  3 3 . 0 5 ,  a n d  t h e  d e p a r t m e n t  e a s y  a d m i n i s t e r  

o a t h s  c o  p e r s o n s  w h o  a r e  3 0  s u b p o e n a e d  {S UM MO NED}.

( b )  A  s u b p o e n a  [ S U K H O I S ]  r a a y  b e  s e r v e d  b y  t h e  c o m m i s s i o n e r  o f  

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

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

I f  a p e r s o n  w h o  i a  s u b p o e n a e d  [ 5 U H H 0 H 2 D ]  n e g l e c t s  o r  r e f u s e s  Lo  / o e y  

t h e  s u b p o e n a  [ S U l f c f O N S ]  i s s u e d  a s  p r o v i d e d  i a  t h i s  3 e c c i o n ,  t h e  d e p a r t ­

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

c o m p e l  o b e d i e n c e  c o  t h e  s u b p o e n a  { S ’JMidOiJS]  t o  t h e  a a a e  e x t e n t  a s  

w i t n e s s e s  may be compel l a d  t o  o b e y  t h e  s u b p o e n a s  o f  t h e  c o u r t .

S e c .  2 2 .  MM 43.05 ia a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S a c .  4 3 . 0 5 . 0 7 5 .  C O f J C E A h I S C  O R  P A L S E 7 Y I M G  E V I D E N C E .  A p e r s o n  . a a v

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

m i s e  u n d e r  A S  4 3 . 0 5 . 0 7 0  o r  i n  c o n n e c t i o n  w i t h  a  c l o s i n g  a g r e e m e n t  o r

o f f e r  t o  e n t e r  a  c l o s i n g  a g r e e m e n t  u n d e r  A S  4 3 . 0 5 . 0 6 0 ,

( 1 )  c o u c e a i  f r o m  a n  o f f i c e r  o r  e m p l o y e e  o r  t h e  a t a t a  p r o p ­

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

f o r  t h e  t a x i  ^ r

( 2 )  r e c e i v e ,  d e s t r o y ,  a u c L l s t e ,  o r  f a l s i f y  a  o o o k ,  d o c u -  

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

a s  t o t e  o r  c h e  f I n u n c i n L  c o n d i t i o n  o f  t h e  t a x p a y e r  o r  o t h e r  p e r s ' M  

l i a b l e  f o r  t h e  t a x .

S e c .  3 .  AS 4 3 . 0 5 .  I JO i a  a m e n d e d  t o  r e a d ;

S e c .  4 3 . 0 5 . 1 1 0 .  P R O P E R T Y  i.K P O S S E S S I O N  OF t ) S C £ A  1ZD S r i P ' . O Y E C .
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The personal representative ot a deceased employee of the department 

who has possession or control oi a Cox list, record, return, paper, 

docuotint^ or book or aoney collected 3'nall deliver it co che depart­

ment. (A PERSONAL REPRESENTATIVE WHO REFUSES OR WILFULLY FAILS TO DO 

SO IS GUILTY OF A MISDEMEANOR.!

* Sec. 24. AS 43.05. 130 is amended to read:

Sec. 43.05.130. PENALTY [Nl3DEMEANORJ. A person who, by conduct 

not described in AS 43.05.290, violates a provision of AS 43.05.010 - 

43.05.130 or a regulation adopted under those provisions [IT] ia 

subject to a civil penalty of not aore than $1,000 for each v i o l a t i o n  

[GUILTY OF A MISDEMEANOR, AND UPON CONVICTION IS PUNISHABLE BY A FINE 

OF NOT MORE THAN $1,000 FOR SAC!! OFFENSE!.

*  Sec. 75. A3 43.31.051(b) is aoended to read:

(o) If u persoa subpoenaed {SUMMONED 1 to appear under thia 

chapter co toatify, or to produce books, papers, or other data, re­

fuses to 4* eo, the euporlor court in the judicial diacrict In which 

the persoa roeldte has jurisdiction b y appropriate process co compel 

the attendance, teetiaony, or production of books, papera, or other 

data.

* Sec. 26. AS 43.55.016(c) is aaended to read:

( c )  T h e  c e n t s - p e r - M c r  a m o u n t  e q u a l s  $ . 0 6 4  p a r  1 , 0 0 0 [ THOUSAND 1 

c u b i c  f e e t  o f  t a x a b l e  g a s  p r o d u c e d  f r o a  t h e  l e a s e  o r  p r o p e r t y  [ A S  

A D J U S T E D  2 Y  AS 4 3 . 5 5 . 0 1 2 J .

* Sec. 27. AS 43.55.020(c) is aaeaded co read:

(c) Gas produced in excess of that needed for safety purposes, 

except gas used in the operation of a lease or property in drilling 

for or producing oil or gns, or for rcpreaauring, Is considered, cur 

the purpose of A3 43.55.011 - 43.55.150 and in che amount used, ns gas 

produced from a lodsc or property. Caa flared bayonJ the amount
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a u t h o r i s e d  f o r  s a f e t y  b y  t i l e  A l a s k a  O i l  a n d  C a 3 C o n s e r v a t i o n  C o a m i a -  

a i o a  u u d t . r  A S  3 1 . 0 5  i s  c o n s i d e r e d  u s  g a s  p r o d u c e d ,  e x c e p t  c h a t  I t  i a  

u u b j e c c  t o  a  p e n a l t y  e q u a L  t o  t h e  t a x  c o m p u t e d  u n d e r  AS 4 3 . 5 5 . 0 1 6  [ A S  

A D J U S T E D  BY A S  4 3 . 5 5 . 0 1 / 7 }  p e r  1 , 0 0 0  [T H O U S A N D }  c u b i c  f e e t  o f  * a «  fo r  

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

*  S e e .  2 3 ,  A S  4 3 . 5 5 . 0 9 0  i s  a m e n d e d  t o  r e a d j

7 | S e c .  4 3 . 5 5 . 0 9 0 .  R E F U N D S .  I n  c a s e  o f  o v e r p a y m e n t ,  d u p l i c a t e

p a y m e n t  o r  p a y m e n t  m a d e  i n  e r r o r ,  t h e  d e p a r t m e n t  nay  r e f u n d  t h e  a m o u n t  

o f  t h e  o v e r p a y m e n t  u n d e r  AS 4 3 . 1 5 . 0 i 0  [ I S S U E  A C E R T I F I C A T E  S T A T I N G  THE 

F A C T S  AND T H E  AMOUNT O F  T H E  RE FU ND TO W H I C H  T H E  T A X P A Y E R  I S  E N T I T L E D .  

UPON P R E S E N T A T I O N  O ?  T H E  C E R T I F I C A T E  T O  T H E  D E P A R T M E N T  O F  A D M I N I S T R A -  

T I O N , T H E  D E P A R T M E N T  O F  A D M I N I S T R A T I O N  S H A L L  I S S U E  A  WARRANT F O R  TH E  

R E F U N D .  T H E  R E F U N D  S H A L L  BE  P A I D  O UT O F  T H E  U N A P P R O P R I A T E D  C R O S S  

P R O D U C T I O N  TAX I N  T H E  T R E A S U R Y ] .

* S e c .  2 9 .  A S  4 4 . 1 9 . 1 0 4 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  K a a f r a r a  s e r v e  f o r  o v e r l a p p i n g  f c u r - y e a r  t e r m .  [ T H E  F I R S T  

MEMBERS A P P O I N T E D  SERVE F O R  O N E ,  TWO,  T H R E E  AND F O U R - Y E A R  TE R M S  AS 

D E T E R M I N E D  BY T H E  G O V E R N O R . ]  T h e  c h a i r m a n  s e r v e *  f o r  a  t e r m  s e t  b y  

t h e  c o m m i s s i o n ,  n o t  t o  e x c e e d  f o u r  y e a r s .
>*

* S a c .  3 0 ,  AS 4 4 . 1 9 . 1 5 5 ( b )  i s  a m e n d e d  t o  r e a d :

( b )  E a c h  p u b l i c  s o m b e r  a p p o i n t e d  b y  t h e  g o v e r n o r  u n d a r  ( a ) ( 1) o f

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

a p p o i n t e d  a i d  q u a l i f i e d  [ ,  E X C E P T  T H A T  THE T ERM  O F  O F F I C E  O F  A P U B L I C  

MEMBER F I R S T  A P P O I N T E D  UNDER ( a ) ( 1 ) ( A ) ,  ( a ) ( 1 ) ( C ) ,  ( a ) ( 1 ) ( E )  AND

( a ) ( 1 ) ( C )  O F  T H I S  S E C T I O N  S H A L L  BE ONE Y E A R ] .  A p u b l i c  m e m b e r  m a y  b e  

r e a p p o i n t e d .

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

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

f i v e  y o a r a  ( ,  W IT H  T H E  I N I T I A L  TER MS D E T E R M I N E D  BY L O T ) .

- i l -  S C S  C S H B  4 I l ( J u d )
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*  S e e .  3 2 .  AS A4 . . 2 7 . 0 4 3  i a  onen d e d  c o  r o a d :

S e c .  4 4 . 2 7 . 0 4 3 .  TE RM S O F  O F F  C C S .  T h o  c e r a  JZ o f f i c e  o f  e a c h  

a a a b e r  l a  t h r o e  y e a r s  [ j  HOWEVER,  O F  T H E  MEMBERS F I R S T  A P P O I N T E D ,  

T H R E E  A R E  TO  3 2  A P P O I N T E D  F O R  TERMS O F  ONE Y E A R ,  FO U R  F O R  TE R M S  0 ?  TWO 

Y E A R S , AND F O U R  F O R  TERMS  O F  T H R E E  Y E A R S  J .  A l l  v a c a n c l t a  a r a  c o  b e  

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

o r i g i n a l  a p p o i n t m e n t s .

*  S e c .  3 3 .  AS 4 4 . 3 3 . 3 1 0 ( 3 )  Is  a m e n d e d  t o  r e a d ;

( 3 )  " e c o u o a i c  d i s a s t e r "  m e a n s  C h a t  t h e  a n n u a l  i n c o m e  c o  

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

f o r  c h e  b a s e  p e r i o d  f o r  w o r k e r s  i n  t h e  d e s i g n a t e d  a r e a  a n d  C h e  d r o p  i n  

I n c o n e  i s  o f  s u c h  m a g n i t u d e  t h a t  t h e  a v e r a g e  f a a . i l /  i n c o m e  o f  a l l  

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

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

Hoaich and H u m a n  S e r v i c e a  ( F E D E R A L  S O C I A L  S E C U R I T Y  A D M I N I S T R A T I O N  

POVERTY (HFIDILIHI] t a d j u s t e d  b y  c h e  d e p a r t m e n t  t o  r e f l e c t  s u b s i s t e n c e  

economic potCorns a n d  a p p r o p r i a t e  c o * c - o f ~  l i v i n g  d i f f e r e n t i a l s  i t h e  

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

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

*  S e c .  3 4 .  A S  4 4 . 4 6 . 0 3 9 ( c )  l a  a m e n d e d  t o  r e a d ;

( c )  [ O F  T H E  MEMBERS O F  T H E  3 0 A R D  F I R S T  A P P O I N T E D  3 Y  T H E  GOVER ­

N O R ,  H I R E S  S H A L L  BE A P P O I N T E D  FOR  A T E R M  O F  O N E  Y E A R ;  T H R E E  F O R  A  TERM 

O F  TWO Y E A R S { AND TWO F O R  A TERM O F  T H R E E  Y E A R S .  T H E  I N I T I A L  TERMS 

B E G I N  ON J U L Y  1 ,  1 9 7 1 .  T H E R E A F T E R ,  A L L  A P P O I N T M E N T S  S H A L L  3 2  MADE FO R 

TE RM S O F  T H R E E  Y E A R S  B E G I N N I N G  ON J U L Y  1 O F  T H E  YE A R  I H  WHICH THU 

A P P O I N T M E N T  I S  M A D E . )  M e m b e r s  o f  t h o  b o a r d  s e r v e  i t  c h a  p i e a a u r e  o f  

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

v a c a n c y  o c h e r  c h a n  o n e  a r i s i n g  b y  e x p i r a t i o n  o f  c e r a ,  i n  a p p o i  i t a e . i c  

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



cerou
* S a c .  3 5 .  A 3  4 4 . 3 5 . 0 3 0  ia m e n d e d  c o  road:

S a c .  4 4 . 8 5 . 0 3 0 .  M E M B E R S H I P  AMD V A C A N C I E S .  The bond baalc author­

ity cons lata of Che following five directors: the c omits loner o*

revenue, che commissioner of community and regional affaire, who shall 

each be a director o x officio with voting privileges, and three direc­

tors appointed by the governor. The appointment of each director other 

char* the coaral3sionosr of revenue and the commissioner of conaunity and 

regional affairs is subject to confirmation by che legislature. T h e  

three directors appointed by the governor 3erve at the governor's 

pleasure for four-year teras. They oust be residents of the 3tate and 

qualified voters at che time of appointswit and shall comply with the 

requirements of AS 3 9 . 5 0  (conflict of Interest). [ T H E  D I R E C T O R S  F I R S T  

APPOINTED S H A L L  H A F X  T E R M S  O F  T W O ,  THREE A N D  FO U R  Y E A R S  R E S P E C T I V E L Y . ]  

Each dlrwwtwr shall hold office cor the term of appointment and until 

ci a u c f l « w « c  h a s  b e a n  appointed and qualified. A director ia eligible 

for reappolataent. A vacancy in a directorship occurring other chan 

by expiration o f  term shall be filled in th# same oaniur as the origi­

nal appointment but for che unaxpired tora only. Each director before 

entering upon the duties of office 3hall take and subscribe to an oath 

to perform che duties faithfully, impartially, and justly co the best 

of che director's ability. A record of the oath shall be filed in thy 

office of che governor.

* S e c .  3 6 .  A S  4 4 . 3 8 . 0 3 0 ( c )  is amended co read:

(c) Members of the authority described in (a)(2) m d  (a)(3) of 

cm* section serve two-year teraa. [HOWEVER, THE INITIAL APPOINTMENT 

OF OHS * (EMBER DESCRIBED IN (a)(3) OF THIS SECTION SHALL 3Z FOR A 

OHS-YEAR TERM.3

* S e c .  3 7 .  \ S  4 7 . 3 0 . 0 5 0 ( a )  i s  a m e n d e d  t o  road:



1 ( a )  C o u n c i l  n e a b e r s  s e r v e  s t a g g e r e d  e a r n s  o f  [ M E M B E R S '  TERMS

2 A R E ]  c h r e e  r e a r s .  [ O F  T H E  I N I T I A L  A P P O I N T E E S ,  O N E - T H I R D  S H A L L  3E

3 ; A P P O I N T E D  F O R  O i l Z - Y E A R  T E R M S , O N E - T H I R D  F O R  T W O - Y E A R  T E R M S , AMD O N E -

4 | T H I R D  FOR T H R E E - Y E A R  T E R M S . ]

5 *  S e c .  3 3 .  A S  2 3 . * 5 . 5 2 0 ( 3 ) j A S  2 3 . 3 5 . 1 5 0 ( 2 ) ,  2 3 . 3 5 .  1 5 0 ( 4 ) *  AS 39.50.-
J

6 2 0 0 ( b ) ( 4 7 ) i AS 4 2 . 4 0 , 9 2 0 ( a ) i  A S  4 3 . 0 5 . 0 1 0 ( 1 7 ) ,  4 3 . 0 5 . 1 2 0 |  A S  43.20.340(3) j
j

7; A S  4 3 . 2 3 . 0 9 5 ( 2 ) ,  4 3 . 2 3 . 0 9 5 ( 3 ) j  AS 4 3 . 3  1 . 4 2 0 ( 2 ) t A S  4 3 . 5 5 . 9 0 0 ( 3 ) i AS 4 3 . 5 6 . -  

8 | 2 1 0 ( 3 ) j  AS 4 3 .  7 5 .  I 4 0 ( 2 ) j  A S  4 3 . 3 0 . 1 0 0 ( 3 ) i A S  4 4 . 4 7 . 3 I O ( 5 ) i  AS 4 7 . 0 7 . -
j|

9 I; 0 2 0 ( b )  ( 1 0 ) ,  a n d  4 7 . 0 7 . 0 3 5 (  1 7 )  a r e  r e p e a l e d .
li

10 *  S e c .  3 9 .  S e c t i o n  13 o f  t h i s  A c t  t a k e s  e f f e c t  J u n e  1 4 ,  1 9 9 0 .

11 ■* S e c .  4 0 .  E - c c e p c  f o r  s e e .  1 3  o f  t h i s  A c t ,  t h i s  A c t  t a k e 3 e f f e c t  i o r . i e -
.{

1 2 - i i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .
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E nclo sed  a m e n d m e n t fo r CSH B 4 1 1 (Ju d )  (6 -1772E a)

S e n a to r  J a n  Faiks
C hair, S e n a te  Jud ic ia ry  C om m ittee

D avid  R . D ie rd o rff  
R ev iso r o f  S ta tu te s

E nclosed  fo r y o u r  co n sid e ra tio n  is an  a m e n d m e n t to  C S H B  4 1 1 (Ju d ), the  
1990 rev isor’s b ill. I d o n ’t be lieve  I will have  any fu r th e r  a m e n d m e n ts  to  
th e  bill. I lo o k  fo rw ard  to  m ee tin g  w ith  y o u r com m ittee  to  d iscuss the  
bill and the  p ro p o s e d  S e n a te  a m e n d m en ts .

S ec tiona l A naly sis  o f  A m endm en t

Sec. 13. N ew  bill sec. 13 p ro p o se s  to  clarify  AS 41 .21 .302(c), as a m e n d e d  
by a H ouse f lo o r  a m e n d m e n t d u rin g  th e  considera tion  o f  H C S  CSSB 
42(F in), w hich b e c a m e  ch. 14, S L A  1990. W ithou t this c la r if ic a tio n , the  
D e p a rtm en t o f  N a tu ra l R e so u rce s  will n o t have  clear d ire c tio n  as to  the  
d ead lines fo r p re p a ra tio n  o f  s la te  m arin e  p a rk  m a n a g e m e n t p lan s . T h e  
p roposed  lan g u a g e  is m ine  and  is b a sed  u p o n  w hat I b e lie v e  th e  
legislature in te n d e d  in a p p ro v in g  H C S  CSSB 42(F in) am  H .

Secs. 21 and 25. T h ese  new  bill sections, re q u e s ted  by A s s is ta n t  A tto rn e y  
G e n e ra l Je ff B u sh , su b s titu te  th e  te rm  "subpoena" for "su m m o n s"  in one  
o f  the genera l p rov isions fo r a d m in is tra tio n  o f  the  s ta te ’s ta x  law s a n d  one  
provision d e a lin g  w ith the  e s ta te  tax. T h e  te rm  ’•sum m ons" is n o t u sed  in



S e n a t o r  J a n  F a i k s
P a g e  2
M a r c h  20, 1990

civil p ro c e d u re  o r  a d m in is tra tiv e  p rac tice , ex c ep t in co n n e c tio n  w ith  a 
"sum m ons an d  com pla in t."

T h e  rem a in in g  a m e n d m e n ts , to  p a g e  8, lines 5 an d  23 - 27, m ak e  
tech n ica l ch an g es  re q u e s te d  by A ssistan t A tto rn ey  G e n e ra l  L a u r ie  O tto .

If y o u r c o m m itte e  a d o p ts  p ro p o se d  bill sec . 13, I will fu r th e r  a m e n d  th e  
bill to  p ro v id e  a  J u n e  14, 1990 effec tive  d a te  fo r  th a t  sec tion .

D R D :lm b  
900008.1 m b

E n c lo su re

cc: A r t  P e te rso n
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A M E N D M E N T

O F F E R E D  I N  T H E  S E N A T E  J U D I C I A R Y  C O M M I T T E E  

T O :  C S H B  4 1 1  ( J u d i c i a r y )

P a g e  5 ,  a f t e r  l i n e  1 1 :

I n s e r t  a  n e w  b i l l  s e c t i o n  t o  r e a d :

" *  S e c .  1 3 .  AS 4 1 . 2 1 . 3 0 2 ( c ) ,  a s  a m e n d e d  b y  s e c .  1 ,  c h .  1 4 ,  S L A  1 9 9 0 ,  i s  

a m e n d e d  t o  r e a d :

( c )  T h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  s h a l l  d e v e l o p  a  m a n a g e ­

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

d e t e r m i n e  t h e  s p e c i f i c  p u r p o s e s  a n d  u s e s  f o r  t h e  u n i t  [ W I T H I N  F I V E  

Y E A R S ] .  T h e  c o m m i s s i o n e r  s h a l l  g i v e  w r i t t e n  n o t i c e  a n d  c o n s u l t  w i t h  

t h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e ,  p r o x i m a t e l y  l o c a t e d  m u n i c i p a l i t i e s  o f  

t h e  s t a t e ,  p r o x i m a t e l y  l o c a t e d  p r i v a t e  l a n d o w n e r s ,  t h e  U n i t e d  S t a t e s  

F o r e s t  S e r v i c e ,  o r g a n i z a t i o n s  c o n c e r n e d  w i t h  c o n s e r v a t i o n ,  r e c r e a t i o n ,  

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

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

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

p l e t e d  b y  J u n e  1 4 ,  1 9 9 5 ,  f o r  e a c h  m a r i n e  p a r k  u n i t  e s t a b l i s h e d  b e f o r e  

J u n e  1 4 ,  1 9 9 0 ,  a n d  w i t h i n  f i v e  y e a r s  o f  t h e  e s t a b l i s h m e n t  o f  t h e  u n i t  

f o r  u n i t s  e s t a b l i s h e d  a f t e r  J u n e  1 3 ,  1 9 9 0 . ''

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

P a g e  8 , a f t e r  l i n e  2 :

-1- 3 /1 9 /9 0
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I n s e r t  a n e w  b i l l  s e c t i o n  t o  r e a d :

' *  S e c .  2 1 .  A S  4 3 . 0 5 . 0 4 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 3 . 0 5 . 0 4 0 .  I N S P E C T I O N  O F  R E C O R D S  OR P R E M I S E S  AND I S S U A N C E  

O F  S U B P O E N A S  [ S U M M O N S ] .  ( a )  T h e  d e p a r t m e n t  m a y  e x a m i n e  t h e  b o o k s ,  

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

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

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

o r  l e a s e  u n d e r  A S  3 8 . 0 5  i s  d u e ,  o r  i n  a n  i n v e s t i g a t i o n  o r  i n s p e c t i o n  

i n  c o n n e c t i o n  w i t h  t a x  m a t t e r s  o r  m a t t e r s  r e l a t i n g  t o  o i l  a n d  g a s  

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

A S  3 8 . 0 5 .  T h e  r e c o r d s  a n d  t h e  p r e m i s e s  w h e r e  a  b u s i n e s s  i s  c o n d u c t e d  

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

d e p a r t m e n t  m a y  s u b p o e n a  [SUMMON] a n y  p e r s o n  t o  a p p e a r  a n d  p r o d u c e  

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

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

t r a c t s ,  a g r e e m e n t s ,  o r  l e a s e s  u n d e r  A S  3 8 . 0 5 ,  a n d  t o  g i v e  t e s t i m o n y  o r  

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

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

m e n t s ,  o r  l e a s e s  u n d e r  AS  3 8 . 0 5 ,  a n d  t h e  d e p a r t m e n t  m a y  a d m i n i s t e r  

o a t h s  t o  p e r s o n s  w h o  a r e  s o  s u b p o e n a e d  [ S U M M O N E D ] .

( b )  A s u b p o e n a  [SUMMONS] m a y  b e  s e r v e d  b y  t h e  c o m m i s s i o n e r  o f  

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

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

I f  a  p e r s o n  w h o  i s  s u b p o e n a e d  [SUMMONED] n e g l e c t s  o r  r e f u s e s  t o  o b e y  

t h e  s u b p o e n a  [SU MMO NS]  i s s u e d  a s  p r o v i d e d  i n  t h i s  s e c t i o n ,  t h e  d e p a r t ­

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

- 2 -  3 / 1 9 / 9 0
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c o m p e l  o b e d i e n c e  t o  t h e  s u b p o e n a  [SUMM ON S]  t o  t h e  s a m e  e x t e n t  a s

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

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

P a g e  8 , l i n e  5 :

D e l e t e  " w i l f u l l y "

I n s e r t  " k n o w i n g l y "

P a g e  8 , l i n e s  2 3  -  2 7 :

D e l e t e  a l l  m a t e r i a l ,  a n d  i n s e r t :

" S e c .  4 3 . 0 5 . 1 3 0 .  P E N A L T Y  [ M I S D E M E A N O R ] . A p e r s o n  w h o , b y  c o n ­

d u c t  n o t  d e s c r i b e d  i n  A S  4 3 . 0 5 . 2 9 0 ,  v i o l a t e s  a  p r o v i s i o n  o f  AS 4 3 . 0 5 . -  

0 1 0  -  4 3 . 0 5 . 1 3 0  o r  a  r e g u l a t i o n  a d o p t e d  u n d e r  t h o s e  p r o v i s i o n s  [ I T ]  i s  

s u b j e c t  t o  a  c i v i l  p e n a l t y  o f  n o t  m o r e  t h a n  $ 1 , 0 0 0  f o r  e a c h  v i o l a t i o n  

[ G U I L T Y  O F  A M I S D E M E A N O R ,  AND UPON C O N V I C T I O N  I S  P U N I S H A B L E  BY A F I N E  

O F  N OT  MORE TH AN $ 1 , 0 0 0  F O R  EA CH  O F F E N S E ] . "

P a g e  8 , a f t e r  l i n e  2 7 :

I n s e r t  a  n e w  b i l l  s e c t i o n  t o  r e a d :

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

( b )  I f  a  p e r s o n  s u b p o e n a e d  [SUMMONED] t o  a p p e a r  u n d e r  t h i s

c h a p t e r  t o  t e s t i f y ,  o r  t o  p r o d u c e  b o o k s ,  p a p e r s ,  o r  o t h e r  d a t a ,  r e ­

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

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

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

- 3 -  3 / 1 9 / 9 0
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d a t a . "

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

3 / 1 9 / 9 0
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C S H B  411 (Jud ic iary ), 1990 R e v iso r’s Bill
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T h is  m e m o ra n d u m  discusses th e  enclosed  c o m m itte e  su b s ti tu te  fo r the  
1990 R e v is o r’s Bill (H B  411), p re p a re d  a f te r  th e  s u b c o m m itte e  m ee tin g  
on  F e b ru a ry  9. T h e  follow ing sections in C S H B  4 1 1 (Ju d )  w e re  no t in the  
bill as in tro d u c e d : I , 18, and  20 - 25. In a d d itio n , se v e ra l p rov isions 
have b e e n  a d d e d  to  th e  re p e a le r  (sec. 35). T h e  D e p a r tm e n t  o f  L aw  has 
rev iew ed  all p rov isions in C S H B  411(Jud).

T o  assist in u n d e rs ta n d in g  the  d raft, I have  su m m a riz e d  th e  c o n te n ts  by 
g ro u p in g  sec tio n s  th a t  have  sim ilar effects.

S ec tio n s  th a t  d e le te  o r  re p e a l o b so le te  p rov isions: S e c tio n s  5, 10, 13, 14, 
23, 24, 26 - 29, a n d  31 - 35 d e le te  o r rep e a l p rov is ions  th a t  h av e  b e co m e  
o b so le te  e i th e r  th ro u g h  th e  passage  o f  tim e o r  o th e r  leg is la tiv e  action .

S ec tio n s  th a t  u p d a te  o b so le te  o r  a rcha ic  p rov isions, o r  im p ro v e  th e  style 
o f  th e  s ta tu te s : S ec tions 1, 3, 8, 9, 12, 1 5 - 1 7 ,  19, a n d  30 su b s titu te  new  
p rov isions fo r p rov isions th a t  a re  obso le te , a rch a ic , o r  o th e rw ise  o u td a te d , 
includ ing  im p ro v e m e n ts  in th e  style o f lan g u ag e  fo r  p u rp o s e s  o f  clarity.

S ec tio n s  th a t  e lim in a te  conflicts w ith o th e r  law s: S e c tio n s  4, an d  20 - 22 
h a rm o n iz e  law s d ea ling  w ith the  sam e sub ject. S ec tio n  2 co n fo rm s  th e  
tex t o f  a law  to  its jud ic ia l in te rp re ta tio n .
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S ections th a t c o rre c t e r ro rs  o r  overs ig h ts : S ec tions  6, 7, 11, a n d  18 
co rre c t e rro rs  o r o v ers ig h ts  in d rafting .

S E C T IO N A L  A N A LY SIS

S ection  1. T h is  a m e n d m e n t, re la tin g  to  th e  p ro p e r  fo rm  fo r  c ita tio n  o f  
p rov isions in th e  A la sk a  S ta tu te s , reflec ts  th e  fac t th a t  th e  fo rm  ac tu a lly  
used  fo r c ita tio n  o f  th e  single digit titles o f  A S  has b e e n , fo r ex am p le , A S 
01, A S 02, e tc . U n til th e  m id -1970’s, the  L eg isla tive  D ra ftin g  M a n u a l 
gave d ra f te rs  a ch o ic e  b e tw e e n  A S 1 o r A S 01, etc ., b u t fo r  th e  p a s t 
fifteen  y ea rs  th e  d o u b le  d ig it fo rm  has b een  th e  leg isla tive  s ta n d a rd . N ow  
th a t the  w orld  o f  d a ta  p ro cess in g  has e n v e lo p e d  us, it is im p o r ta n t  th a t  
w e m ak e  th e  use  o f  th e  d o u b le  d igit c ita tion  fo rm  official.

Sec. 2 . T h e  p ro p o s e d  a m e n d m e n t to  A S 12.55.165 in c o rp o ra te s  
re fe re n c e s  to  p ro v is io n s  e n a c te d  a f te r  1982 w ith in  th e  in te rn a l  re fe re n c e .
In E dw in  v. S ta te . 762  P .2d  499 (1988), th e  A lask a  C o u r t  o f  A p p e a ls  
held  th a t  s e n te n c e s  u n d e r  A S  12 .55 .125(e)(3), and , by ex te n s io n , (d )(3 ) , 
a re  su b jec t to  re fe r ra l  to  a  th re e -ju d g e  p a n e l u n d e r  A S 12.55.165. T h e  
c o u rt re a d  th e  s e n te n c in g  s ta tu te s  as a  w ho le  an d  co n c lu d e d  th a t  th e  
fa ilu re  to  in c o rp o ra te  re fe re n c e s  to  th e  a d d e d  p rov isions w as a  leg isla tive  
oversight. T h e  c o u r t  in v o k ed  th e  d o c trin e  th a t  s ta tu te s  sh o u ld  b e  
c o n stru ed  "to avo id  a b s u rd  resu lts ."  762 P .2d  a t  502. S e e  a lso  th e  
N o v em b er, 1989 R e p o r t  to  th e  L eg isla tu re  E x am in in g  C o u r t  D ec isio n s , 
p ag e  42.

Sec. 3 . T h is  a m e n d m e n t is p ro p o se d  to  e n su re  th a t  re c ip ie n ts  o f  a  W in n  
B rind le  m em o ria l s c h o la rsh ip  lo an  m ay a tte n d  an  a c c re d ite d  "school" (as  
p e rm itte d  u n d e r  A S  14 .4 3 .3 0 0 (b )(5 )) and  a re  n o t re q u ire d  to  a t te n d  a 
"college" o r  "university ." T h e  a m e n d m e n t sh o u ld  h av e  b e e n  m a d e  in 1986 
w hen th e  W inn B rin d le  m em o ria l scho larsh ip  lo an  p ro g ra m  w as e n a c te d . 
T h e  a m e n d m e n t h a s  b e e n  rev iew ed  and  a p p ro v e d  by th e  P o s tse c o n d a ry  
E d u c a tio n  C om m ission .

Sec. 4 . A S 16 .05 .900(24) d e fin es  "resident" as a  p e rso n  w h o  has 
m a in ta in ed  a p e rm a n e n t  p la c e  o f  ab o d e  in th e  s ta te  fo r 12 c o n sec u tiv e  
m on ths. T h u s , th e  u se  o f  "has b e e n  a  re s id e n t fo r o n e  y e a r  o r  m o re "  in 
AS 16.05.400(b) is re d u n d a n t .  T h e  p ro b lem  d a te s  back  to  th e  1983 
a m e n d m en t, w hich  su b s ti tu te d  "one year" fo r "30 c o n secu tiv e  years ."
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Sec. 5 . T h e  m a te ria l to  b e  d e le te d  re la te s  on ly  to  th e  in itial te rm s o f 
a p p o in te es .

Sec. 6 . A s e n a c te d , a  p o r tio n  o f  this p rov ision  a p p lie d  to  ch ild ren  
"betw een" th e  ag es  o f  fo u r a n d  six. T a k e n  litera lly , th a t  m ea n s  it a p p lie s  
only  to  five-year o lds. T h e  leg is la tu re  obviously  in te n d e d  th a t  c h ild ren  
a g ed  fo u r th ro u g h  six be  inc luded , an d  th e  p ro p o se d  a m e n d m e n t w o u ld  
m ak e  th a t  c lear.

Sec. 7 . T h e  a m e n d m e n t w ou ld  c o rre c t an  e rro n e o u s  re fe re n c e  in th e  
o rig inal e n a c tm e n t.

Sec. 8 . T h e  1978 rev ision  o f  th e  crim inal c o d e  in tro d u c e d  th e  c rim e  o f  
unsw orn  fa lsifica tion . A S 28.35.130, w hich p re d a te s  s ta te h o o d , sh o u ld  
have  b e e n  a m e n d e d  a t  th a t  tim e. A  conv ic tion  fo r  p e rju ry  cou ld  n o t b e  
su s ta in ed  u n d e r  th e  c ircu m stan ces  d escrib ed  in  A S  28.35.130, b u t a 
v io la to r could  b e  p ro se c u te d  for unsw orn  fa lsifica tion . T h u s  th e  p ro p o se d  
su b s titu tio n  o f  te rm s.

Sec. 9 . A s e n a c te d , "cancel" w as d e fin ed  as a  no u n . T h e  a m e n d m e n t 
changes th e  d e fin itio n  to  th a t  o f  a  verb , w hich is c o n s is ten t w ith  th e  u sag e  
o f  th e  term .

Sec. 10. T h e  m a te r ia l  to  b e  d e le te d  re la te s  on ly  to  th e  in itia l te rm s  o f  
a p p o in te es .

Sec. 11. T h e  lan g u a g e  p ro p o se d  fo r d e le tio n  a d d s  n o th in g  to  th e  
p rov ision  and , in a n y  even t, is confusing  b e c a u se  it is in co m p le te .

Sec. 12. T h e  a m e n d m e n t to  the  in te rn a l re fe re n c e  picks u p  tw o se c tio n s  
o f  A S 39.20 th a t  n e e d  to  h av e  th ese  defin itions  ap p ly  to  them .

Sec. 13. T h e  m a te ria l to  b e  d e le te d  re la te s  only  to  th e  in itia l te rm s  o f  
a p p o in te es .

Sec. 14. T h e re  is n o  su b s tan tiv e  n eed  to  re ta in  th e  re fe re n c e  to  "Ja n u a ry  
1, 1971" in th is p rov ision .
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Sec. 15. T h e  p ro p o se d  a m e n d m e n t e lim in a te s  la n g u a g e  th a t is re d u n d a n t 
to  A S 42 .05 .121(b) an d  rew rites  o th e r  lan g u a g e  to  co n fo rm  to  m o d ern  
d raftin g  style.

Sec. 16. T h e  a m e n d m e n t is p ro p o se d  to  c larify  so m e  a rch a ic  language.

Sec. 17. T h e  a m e n d m e n t u p d a te s  th e  r e fe re n c e  to  m un ic ipa lities .

Sec. 18. T h e  a m e n d m e n t, p ro p o se d  by  th e  A P U C , w ou ld  ad d  lan g u ag e  
("to th e  p u b lic  fo r  c o m p en sa tio n ") to  A S 4 2 .0 5 .7 2 0 (4 )(F ) th a t  a p p e a rs  in 
each  o f  p a ra g ra p h s  (4 )(A ) - (E ). I t  is a p p a re n t  th a t  th e  om ission o f  the  
lan g u ag e  fro m  (4 )(F )  w as an  overs igh t. T h e  a m e n d m e n t w ould  e lim in a te  
a so u rc e  o f  co n fu s io n  an d  m isu n d e rs ta n d in g .

Sec. 19. T h e  a m e n d m e n t u p d a te s  th e  r e fe re n c e  to  m un ic ipa lities .

Secs. 20 - 22. T h e s e  th re e  sec tio n s, to g e th e r  w ith  th e  re p e a l  o f  
A S 43.05.120 p ro p o se d  in sec. 35, r e p re s e n t  a n  e ffo r t  to  reso lve  som e 
inconsistenc ies a n d  re d u n d a n c ie s  in fo u r  p ro v is io n s  o f  A S 43.05 re la tin g  to  
crim inal p e n a ltie s . A S  43.05.290, e n a c te d  in  1980, w as in te n d e d  to  se rve  
as th e  b asic  p e n a lty  p rov ision  fo r all o f  th e  tax  law s. W h e n  th a t w as 
e n a c te d , how ever, th re e  p rov isions d a tin g  fro m  1545 th a t con ta in  crim inal 
p en a ltie s , A S 43.05.110, 43.05.120, a n d  43 .05 .130 , w e re  n o t a m en d ed .

In sec. 20, a  new  section  is p ro p o se d  re e n a c tin g  th e  substan tive  
p ro h ib itio n s  o f  A S  43.05.120, w hich  w o u ld  b e  re p e a le d . T h e  new  section  
is lo ca ted  im m ed ia te ly  a f te r  th e  tw o  A S se c tio n s  th a t  it  re la te s  to. A  
v io la tion  o f  A S  43 .05 .075(1) w o u ld  b e  a  c lass  A  m isd e m e a n o r  u n d e r  A S 
43.05.290(c), w h ile  a  v io la tion  o f  A S  43 ,05 .075(2 ) w o u ld  b e  a class A  
m isd e m e a n o r  u n d e r  A S  43.05 .290(f). A  v io la tio n  o f  e ith e r  w ith  re sp e c t to  
a m a te ria l m a t te r  an d  w ith  th e  req u is ite  in te n t  w o u ld  b e  a ie lony  u n d e r  
A S 43 .05 .290(e).

S ec tio n  21 a m e n d s  AS 43.05.110 to  d e le te  th e  lan g u ag e  estab lish ing  
a v io la tion  as a m isd e m e a n o r  (w hich  w ou ld  b e  in te rp re te d  as a class A  
m isd e m e a n o r  u n d e r  A S 11 .81.250(c)). A  v io la tio n  o f  A S 43.05.110 w ould  
be  p u n ish a b le  as a class A  m isd e m e a n o r  u n d e r  A S  43.05.290(c).
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S e c tio n  22 a m e n d s  A S 43.05.130, w h ich  c u rre n tly  p ro v id e s  a 
p e n a lty  o f  u p  to  $1,000, b u t no  ja il te rm , fo r  any  v io la tio n  o f 
A S 43.05.010 - 43.05.130, o r  a re g u la tio n  a d o p te d  u n d e r  th o se  p rov isions. 
T h is  is obv iously  in co n sis ten t w ith  ex isting  A S  43.05.110 a n d  43.05.120, 
a n d  conflicts w ith  A S 43.05.290 as w ell. T h e  a m e n d m e n t p ro p o se s  to 
reso lve  th is by lim iting its ap p lic a tio n  to  v io la tio n s  th a t  d o  n o t a m o u n t to  
v io la tions  u n d e r  A S 43.05.290.

T h e  D e p a r tm e n ts  o f  L aw  an d  R e v e n u e  h a v e  rev iew ed  th ese  
p ro p o sa ls .

Secs. 23 a n d  24 . Fo llow ing  th e  1981 re p e a l  o f  A S  43 .55 .012(a), th e  
re fe re n c e s  to  a d ju s tm e n t o f  th e  gas p ro d u c tio n  tax u n d e r  A S 43.55.012 
th a t  a p p e a r  in  A S 43.55.016(c) a n d  4 3 .5 5 .0 2 0 (e) b e c a m e  m ean in g less . 
T h e s e  tw o bill sections d e le te  th e  o b so le te  re fe re n c e s .

Sec. 25 . T h e  m a te ria l p ro p o se d  fo r  d e le tio n  is r e d u n d a n t  to  g e n e ra l 
p rov is ions  in  A S 43.15.010.

Secs. 26 - 2 9 . T h e  m a te ria l to  b e  d e le te d  r e la te s  only to  th e  in itia l te rm s  
o f  a p p o in te e s .

Sec. 30 . T h e  a m e n d m e n t u p d a te s  a n  o b so le te  re fe re n c e  to  fe d e ra l 
p o v e rty  g u idelines .

Secs. 31 - 34 . T h e  m a te ria l to  b e  d e le te d  r e la te s  only to  th e  in itia l te rm s  
o f  a p p o in te e s .

S ec. 35 . T h is  sec tio n  p ro p o se s  th e  fo llow ing  o b so le te  o r  o th erw ise  
u n n e c essa ry  p rov isions fo r rep e a l:

A S  23 .15 .520(3) de fines  " reg is tra tio n  fee ,"  a  te rm  th a t  d o e s  n o t 
a p p e a r  in any  p rov ision  to  w hich  th e  d e fin itio n  ap p lies .

A S  23 .35 .150(2) an d  (4) d e fin e  "com m issioner"  an d  "d e p a r tm e n t"  
resp ec tiv e ly , te rm s th a t a re  d e fin e d  fo r  all o f  A S 23 in A S
23.46.010.
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A S 3 9 .5 0 .2 0 0 (b )(4 7 ) re fe rs  to  th e  A laska  R e so u rces  C o rp o ra tio n , 
w hich  w as re p e a le d  Ju ly  1, 1989.

A S 4 2 .4 0 .9 2 0 (a) re la te s  to  th e  A lask a  T ra n sp o r ta tio n  C o m m issio n  
a n d  w as re n d e re d  o b so le te  by th e  1982 rep e a l, by in itia tive , o f  all 
p rov isions re la tin g  to  th e  A T C .

A S 43 .05 .010(17) re la te s  to  p o w ers  o f  th e  co m m iss io n er o f  re v e n u e  
in c o n n e c tio n  w ith  asse ts  o f  th e  fo rm e r  A laska  R e so u rc e s  
C o rp o ra tio n . T h e  a m e n d m e n t o f  sec. 17, ch. 161, S L A  1984 by 
sec. 1, ch . 17, S L A  1989 m ak e s  A S 43.05.010(17) u n n e c essa ry , as 
th e  cod ified  law  gives th e  co m m iss io n er an d  th e  d e p a r tm e n t  
a d e q u a te  a u th o r ity  to  w ind  dow n th e  affa irs  o f  A R C .

A S  43.05.120, A S  43 .20 .340(3), A S 43.23.095(2) an d  (3 ), AS 
43 .31 .420(2), A S  43 .55 .900(5 ) A S 43.56.210(3), A S 43 .75 .140(2 ), a n d  
A S  43 .80 .100(3 ) all c o n ta in  defin itions o f  "com m issioner" o r  
" d e p a r tm e n t,"  te rm s  th a t  a re  d e fin ed  fo r  al! o f A S  43 in A S
43.99.950.

A S  44 .47 .310(5 ) c o n ta in s  a  d e fin itio n  o f  "d ep a rtm e n t"  th a t  is 
r e d u n d a n t .

A S  4 7 .0 7 .0 2 0 (b )(1 0 ) a n d  47.07 .035(17) r e la te  to  m ed ic a l a ss is ta n c e  
fo r  c e rta in  c h ild re n  a n d  p re g n a n t  w om en  th a t  w e re  o p tio n a l 
se rv ices  u n d e r  s ta te  law , b u t  a re  now  m a n d a te d  se rv ices  u n d e r  
re c e n t  a m e n d m e n ts  to  fe d e ra l  law; th e  s ta t will p ro v id e  th e  
se rv ices  u n d e r  A S  47 .07 .020 (a) an d  o th e r  p rov isions o f  A S  47.07.

Sec. 3 6 . T h e  A c t is g iven  an  im m e d ia te  e ffec tive  d a te  by th is  sec tion .
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O f f e r e d :  2 / 2 2 /9 0
R e f e r r e d :  Rules

6 - 1 7 7 2 E

O r n j i n a .  s p o n s o r ( s ) :  R u l e s / L e g i s l a t i v e  C o u n c i l

1 IN THE MOUSE BY THE JUDICIARY COMMITTEE

2 CS FOR HOUSE BILL NO. 411 ( J u d i c i a r y )

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 Foi• an Act e n t i t l e d :  "An Act making c o r r e c t i v e  amendments t o  t h e  A laska

7 S t a t u t e s  a s  recommended by t h e  r e v i s o r  o f  s t a t u t e s ;

8 and p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

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

10 O&l * S e c t i o n  1. AS 0 1 .0 5 .0 1 1  i s  amended to  r ea d :

11 Sec.  0 1 . 0 5 .0 1 1 .  DESIGNATION AND CITATION. The b u l k  fo rmal

12 r e v i s i o n  o f  A la s k a  law a dop te d  and e n a c t e d  i n t o  law by AS 01 .0 5 .006

A
13 and as  amended and supp lem en ted  i s  known as  t h e  "Alaska  S t a t u t e s "  and

14 may be c i t e d  "AS" f o l lo w e d  by th e  number o f  t h e  t i t l e ,  c h a p t e r ,  and

15 s e c t i o n ,  s e p a r a t e d  by p e r i o d s .  For  example,  [EXAMPLE:! t h i s  t i t l e  may

16 be c i t e d  "AS 01 [AS 1 ] " ;  t h i s  c h a p t e r  may be c i t e d  "AS 0 1 .0 5 " ;  t h i s

17 s e c t i o n  may be c i t e d  "AS 0 1 . 0 5 . 0 1 1 . "  Except  as  o t h e r w i s e  i n d i c a t e d  by

18 t h e  c o n t e x t ,  c i t a t i o n s  i n  a c c o r d a n c e  w i t h  t h i s  s e c t i o n  i n c l u d e  amend­

19 ments  and r e e n a c tm e n t s  o f  t h e  p r o v i s i o n  c i t e d .

20 c & * Sec.  2 . AS 1 2 .55 .165  i s  amended t o  r e a d :

21 Sec.  1 2 .5 5 .1 6 5 .  EXTRAORDINARY CIRCUMSTANCES. I f  t h e  de fe n d a n t

o f :  Or-22 i7^ i s  s u b j e c t  t o  s e n t e n c i n g  u nde r  AS 1 2 . 5 5 . 1 2 5 ( c ) ,  ( d ) ,  ( e ) ,  o r  ( i )

\r  T 23 [AS 1 2 . 5 5 . 1 2 5 ( c ) ,  ( d ) ( 1 ) ,  ( d ) ( 2 ) ,  ( e ) ( 1 ) ,  ( e ) ( 2 ) ,  OR ( i ) ]  and th e

v ,  r V c o u r t  f i n d s  by c l e a r  and c o n v in c i n g  e v id e n c e  t h a t  m a n i f e s t  i n j u s t i c e

r ~ - f 25 would r e s u l t  from f a i l u r e  t o  c o n s i d e r  r e l e v a n t  a g g r a v a t i n g  o r  m i t i g a t ­

26 in g  f a c t o r s  n o t  s p e c i f i c a l l y  i n c l u d e d  i n  AS 12 .5 5 .155  o r  from im p o s i ­

27 t i o n  o f  the  p r e s u m p t i v e  t e rm ,  w h e th e r  o r  no t  a d j u s t e d  f o r  a g g r a v a t i n g

28 o r  m i t i g a t i n g  f a c t o r s ,  t h e  c o u r t  s h a l l  e n t e r  f i n d i n g s  and c o n c lu s i o n s

•
29 and cause  a r e c o r d  o f  t h e  p r o c e e d i n g s  t o  be t r a n s m i t t e d  t o  a t h r e e -
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1 judge  pa n e l  f o r  s e n t e n c i n g  under  AS 12 .55 .175 .

2 <)*' * Sec.  3, AS 14. A3 .300(d)  i s  amended to  r e a d :

3 (d)  The r e c i p i e n t  must a t  a l l  t imes  c o n t i n u e  to  be e n r o l l e d  as a

A f u l l - t i m e  s t u d e n t  i n  good s t a n d i n g  a t  an a c c r e d i t e d  p o s t s e c o n d a ry

5 i n s t i t u t i o n  t h a t  i s  a p p r o p r i a t e  to  the  memorial s c h o l a r s h i p  r e c e i v e d

6 [COLLEGE OR UNIVERSITY].

7 * Sec. A. AS 16 .0 5 .4 0 0 (b )  i s  amended to  r e a d :

0 (b)  A s p o r t  f i s h i n g ,  h u n t i n g ,  o r  t r a p p i n g  l i c e n s e  i s  no t  r e -

9 q u i r e d  of  a r e s i d e n t  who i s  60 y e a r s  o f  age o r  more [AND HAS BEEN A

10 RESIDENT FOR ONE YEAR OR MORE]. The commiss ioner  s h a l l  i s s u e  a perma-

11 nen t  i d e n t i f i c a t i o n  ca rd  w i t h o u t  charge  t o  pe r s o n s  who q u a l i f y  by age

12 and r e s i d e n c e  and who complete  the  forms r e q u i r e d  by t h e  commiss ioner

13 f o r  i m p le m e n ta t io n  o f  t h i s  s u b s e c t i o n .  A p e r s o n  who i s  i s s u e d  a perma-

14 nen t  i d e n t i f i c a t i o n  ca rd  unde r  t h i s  s u b s e c t i o n  s h a l l  have i t  i n  pos-

15 s e s s i o n  w h i i e  s p o r t  f i s h i n g ,  h u n t i n g ,  o r  t r a p p i n g .

16 * Sec. 5.  AS 23 .15 .230  i s  amended to  r ea d :

17 Sec.  2 3 .1 5 .2 3 0 .  APPOINTMENT OF COMMITTEE. The g o v e r n o r ' s  com-

18 m i t t e e  c o n s i s t s  o f  no t  more t h a n  12 members a p p o in t e d  by th e  gove rno r

19 f o r  s t a r .g e re d  terms [A TERM] no t  exc ee d ing  t h r e e  y e a r s .  The commit tee

20 s h a l l  be composed o f  s t a t e  l e a d e r s  of  i n d u s t r y ,  b u s i n e s s ,  a g r i c u l t u r e ,

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

22 w e l f a r e ,  s c i e n t i f i c ,  m i l i t a r y ,  m ed ic a l^  and o t h e r  p r o f e s s i o n s ,  o r  as

23 many o f  t h e s e  and l i k e  c a t e g o r i e s  as  may be f e a s i b l y  r e p r e s e n t e d .

24 [THE INITIAL MEMBERS SHALL BE APPOINTED FOR TERMS OF ONE, TWO, AND

25 THREE YEARS AS DESIGNATED BY THE GOVERNOR.] A member may be r e a p -

26 p o i n t e d  and a vacancy s h a l l  be f i l l e d  by th e  g o v e rn o r .

27 0 ' V* Sec.  6. AS 2 8 .0 5 .0 9 5 ( a )  i s  amended to  r e a d :

28 ( a )  Except  as  p r o v id e d  i n  (b) of  t h i s  s e c t i o n ,  a d r i v e r  may not

29 t r a n s p o r t  a c h i l d  under  the  age of  seven i n  a motor  v e h i c l e  u n l e s s  the
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d r i v e r  has p ro v id e d  and p r o p e r l y  s e c u r e d  each  c h i l d  as  d e s c r i b e d  i n  

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

c h i l d  s h a l l  be p r o p e r l y  s e c u r e d  i n  a c h i l d  s a f e t y  d e v ic e  m ee t ing  t h e  

s t a n d a r d s  o f  t h e  U n i t ed  S t a t e s  Depa rtm ent  o f  T r a n s p o r t a t i o n  f o r  a 

c h i l d  s a f e t y  d e v ic e  f o r  i n f a n t s .  I f  t h e  c h i l d  i s  [BETWEEN] f o u r  

t h ro u g h  [AND] s i x  y e a r s  o f  age ,  t h e  c h i l d  s h a l l  be p r o p e r l y  s e c u r e d  i n  

a c h i l d  s a f e t y  d e v ic e  approved  f o r  a c h i l d  o f  t h a t  age and s i z e  by the  

U n i ted  S t a t e s  Department  o f  T r a n s p o r t a t i o n  o r  i n  a s e a t l u l t ,  whichever  

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

* Sec. 7. AS 2 8 . 3 3 .0 1 0 ( d )  i s  amended to  r e a d :

(d)  A p o l i c y  o f  i n s u r a n c e ,  s u r e t y  bond,  o r  o t h e r  form o f  s e ­

c u r i t y  may no t  be c a n c e l l e d  on l e s s  t h a n  30 d a y s '  w r i t t e n  n o t i c e  to  

t h e  d e p a r tm e n t .  Th is  r e q u i r e m e n t  must  be c l e a r l y  s t a t e d  i n  t h e  p o l i c y
* ■ ' iv *

o r  endorsement  f o r  an i n s u r a n c e  p o l i c y  s u b m i t t e d  as  p r o o f  o f  f i n a n c i a l  

r e s p o n s i b i l i t y  unde r  ( b ) ( 1 )  o f  t h i s  s e c t i o n  [AS 4 2 . 1'C 2 5 ( a ) ( 1 ) ] .  The

30-day n o t i c e  p e r i o d  i s  measured from t h e  d a t e  on which t h e  depa r tm en t  

r e c e i v e s  n o t i c e .

' I * Sec. 8. AS 2 8 .3 5 .1 3 0  i s  amended to  r e a d :

Sec. 2 8 .3 5 .1 3 0 .  FALSE REPORT OR DESTRUCTION OF EVIDENCE. An 

o f f i c e r  o r  p e r s o n  who knowingly makes o r  s u b s c r i b e s  a f a l s e  r e p o r t  

con c e rn in g  an i n v e s t i g a t i o n  o f  a v e h i c l e  o r  damage o r  i n j u r y  caused by 

a v e h i c l e ,  as  p r o v id e d  i n  t h i s  c h a p t e r ,  i s  g u i l t y  of  unsworn f a l s i ­

f i c a t i o n  [PERJURY]. A p e r s o n  who d e s t r o y s ,  o b l i t e r a t e s ,  c o n c e a l s  o r  

removes,  or  who a i d s ,  a b e t s ,  o r  a s s i s t s  i n  t h e  d e s t r u c t i o n ,  o b l i t ­

e r a t i o n ,  concea lm en t ,  o r  removal from a v e h i c l e ,  o f  e v id e n c e  showing 

o r  t e n d in g  t o  show t h a t  t h e  v e h i c l e  c o l l i d e d  w i t h  a p e r s o n  o r  p r o p ­

e r t y ,  i s  p u n i s h a b l e  by a f i n e  o f  n o t  more t h a n  $500, o2 by i m p r i s o n ­

ment f o r  not  more t h a n  s i x  months,  o r  by b o t h .

3,— * Sec.  9. AS 2 8 . 4 0 . 1 0 0 ( a ) ( 1 )  i s  amended t o  r e a d :
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1 (1)  " c a n c e l "  means t o annu l  o r  t e r m i n a t e ,  [THE ANNULMENT OR

2 TERMINATION] by formal  a c t i o n  of  t h e  d e p a r t m e n t ^  [OF] a c e r t i f i c a t i o n ,

3 r e g i s t r a t i o n ,  l i c e n s e ,  p e rm i t  o r  p r i v i l e g e  i s s u e d  o r  a l l o w e d  u nde r

A t h i s  t i t l e  o r  r e g u l a t i o n s  adop ted  u nde r  t h i s  t i t l e ,  b e c a u s e  o f  an

5 e r r o r  o r  d e f e c t  i n  t h e  document i s s u e d  o r  t h e  a p p l i c a t i o n  f o r  i s s u a n c e

6 o r  because  t h e  p e r s o n  h o l d i n g  th e  document  i s  no l o n g e r  e n t i t l e d  to

7 i t ;

8 * Sec.  10. AS 3 1 .0 5 . 0 0 7 ( a )  i s  amended to  r e a d :

9 (a )  The te rm  o f  o f f i c e  o f  each  member i s  s i x  y e a r s .  [THE GOVER-

10 NOR SHALL DESIGNATE WHO AMONG THE INITIAL APPOINTEES SHALL SERVE

11 RESPECTIVELY FOR TERMS OF TWO YEARS, FOUR YEARS AND SIX YEARS.] A

12 commiss ioner ,  upon the  e x p i r a t i o n  o f  a t e rm ,  s h a l l  c o n t i n u e  t o  ho ld

13 o f f i c e  u n t i l  a s u c c e s s o r  i s  a p p o in t e d  and q u a l i f i e d .

14 O  * Sec. 11. AS 3 6 .3 0 .0 1 5 ( e )  i s  amended to  r e a d :

15 (e)  The b oa rds  of  d i r e c t o r s  o f  t h e  A laska  R a i l r o a d  C o r p o r a t i o n

16 and the  A laska  S t a t e  Housing A u t h o r i t y  s h a l l  adop t  p r o c e d u r e s  to

17 govern  th e  p rocuremen t  o f  s u p p l i e s ,  s e r v i c e s ,  p r o f e s s i o n a l  s e r v i c e s ,

18 and c o n s t r u c t i o n  [BY THE CORPORATION]. The p r o c e d u r e s  must  be sub-

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

20 i n  r e g u l a t i o n s  adop ted  u n d e r  t h i s  c h a p t e r .

21 J  * Sec. 12. AS 39 .2 0 .1 9 0  i s  amended t o  r e a d :

22 Sec. 3 9 .2 0 .1 9 0 .  DEFINITIONS. I n  AS 39 .2 0 .1 1 0  - 3 9 .2 0 .1 9 0

23 [AS 39 .2 0 .1 1 0  - 3 9 .20 .170 ]

24 (1)  "employee" o r  " s t a t e  employee" means a p e r s o n  employed

25 by a s t a t e  agency ;

26 (2)  " o f f i c i a l "  o r  " s t a t e  o f f i c i a l "  means t h e  a p p o i n t i v e

27 head of  a s t a t e  agency;

23 (3)  " o f f i c i a l  t r a v e l "  means t r a v e l  i n s i d e  o r  o u t s i d e  t h e

29 s t a t e  on o f f i c i a l  b u s i n e s s  o f  t h e  s t a t e ,  f o r  which payment  or
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1 r e im bursement  i s  e x p e c t e d  o r  a u t h o r i z e d ;

2 (A) " p e r  diem a l low a nc e "  means a d a i l y  f l a t  r a t e  o f  payment

3 i n s t e a d  o f  a c t u a l  expe nse s ;

4 (5)  " s t a t e  a g e n c y , "  " ag e n c y , "  o r  " d e p a r tm e n t"  means d e p a r t -

5 m e n t , o f f i c e ,  i n s t i t u t i o n ,  b o a r d ,  commission,  b u r e a u ,  d i v i s i o n ,  o r

6 o t h e r  a d m i n i s t r a t i v e  u n i t  fo rm ing  the  s t a t e  government;

7 (6)  " s u b s i s t e n c e "  means l o d g in g ,  m ea l s ,  and o t h e r  n e c e s s a r y

0 e xpe nse s  i n c i d e n t a l  t o  t h e  p e r s o n a l  s u s t e n a n c e  o r  comfort  o f  the

9 t r a v e l e r ;

10 (7)  " t r a v e l e r "  means t h e  o f f i c i a l  o r  employee engaged in

11 o f f i c i a l  t r a v e l  f o r  t h e  s t a t e .

12 * Sec.  13. AS 4 2 . 0 5 . 0 3 0 ( a )  i s  amended to  r e a d :

13 ( a )  The term o f  o f f i c e  o f  each  member i s  s i x  y e a r s .  [THE GOVER-

14 NOR SHALL DESIGNATE WHO AMONG THE INITIAL APPOINTEES SHALL SERVE,

15 RESPECTIVELY, FOR TERMS OF TWO YEARS, FOUR YEARS AND SIX YEARS.] A

16 comm iss ioner ,  upon the  e x p i r a t i o n  o f  a t e rm ,  s h a l l  c o n t i n u e  to  ho ld

17 o f f i c e  u n t i l  a s u c c e s s o r  i s  a p p o in t e d  and q u a l i f i e d .

18 ,.-i * Sec. 14. AS 4 2 .0 5 . 2 2 1 ( a )  i s  amended to  r e a d :

19 ( a )  A p u b l i c  u t i l i t y  may no t  o p e r a t e  and r e c e i v e  compensa t ion

20 f o r  p r o v i d i n g  a commodity o r  s e r v i c e  [AFTER JANUARY 1, 1971] w i t h o u t

21 f i r s t  ha v in g  o b t a i n e d  from t h e  commission unde r  t h i s  c h a p t e r  a c e r t i f -

22 i c a t e  d e c l a r i n g  t h a t  p u b l i c  conven ience  and n e c e s s i t y  r e q u i r e  o r  w i l l

23 r e q u i r e  t h e  s e r v i c e .  Where a  p u b l i c  u t i l i t y  p r o v i d e s  more t h a n  one

24 type  o f  u t i l i t y  s e r v i c e ,  a s e p a r a t e  c e r t i f i c a t e  o f  conven ience  and

25 n e c e s s i t y  i s  r e q u i r e d  f o r  each  t y p e .  A c e r t i f i c a t e  musj d e s c r i b e  t h e

26 n a t u r e  and e x t e n t  o f  the  a u t h o r i t y  g r a n t e d  i n  i t ,  i n c l u d i n g ,  as  appro -

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

28 and scope  o f  o p e r a t i o n s  of  t h e  p u b l i c  u t i l i t y .

29 *  Sec. 15. AS 4 2 . 0 5 . 2 2 1 ( e )  i s  amended t o  r e a d :
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1 ( e )  I f  t h e  [THE] commission employs [MAY EMPLOY] p r o f e s s i o n a l

2 c o n s u l t a n t s  t o  a s s i s t  i t  i n  a d m i n i s t e r i n g  [THE PROVISIONS OF] t h i s

3 s e c t i c n ,  i t  [AND] may a p p o r t i o n  th e  e x pe nse s  r e l a t i n g  to  t h e i r  employ-

4 /y>- -  inent [THIS ADMINISTRATION] among th e  competir . .  u t i l i t i e s  [INVOLVED].

5 * Sec. 16. AS 4 2 .0 5 .3 5 1  i s  amended to  r e a d :

6 Sec .  4 2 . 0 5 . 3 5 1 .  TESTING OF APPLIANCES. The commission s h a l l

7 p r o v id e  f o r  t h e  e x a m in a t io n  and t e s t i n g  o f  a p p l i a n c e s  used f o r  the

8 m ea su r ing  o f  a s e r v i c e  of  a p u b l i c  u t i l i t y  and may p u r c h a s e  equ ipm ent ,

9 a p p a r a t u s ,  and s t a n d a r d s  r e q u i r e d  f o r  t h i s  pu rp o se .  The commiss ioner

10 o f  commerce and economic deve lopment  may a s s i g n  th e  e x a m in a t io n  and

11 t e s t i n g  f u n c t i o n  to  t h e  s e c t i o n  o f  w e i g h t s  and m easu res .  Upon the

12 payment o f  a r e a s o n a b l e  fee  e s t a b l i s h e d  by th e  commission,  a consumer

13 may have an [THE] a p p l i a n c e  t h a t  [ ,  WHICH] i s  u sed  by th e  consumer [ , ]

14 t e s t e d .  The commission s h a l l  e s t a b l i s h  by r e g u l a t i o n  a l l o w a b l e  t o l e r -

15 ance^ w i t h  r e s p e c t  t o  t h e  f u n c t i o n i n g  o r  o p e r a t i o n  o f  t h e  a p p l i a n c e .

16 I f  t h e  m ea su r ing  a p p l i a n c e  does no t  p e r fo rm  w i t h i n  t h e s e  t o l e r a n c e s ,

17 th e  u t i l i t y  concerned  s h a l l  pay t h e  c o s t s  o f  t h e  t e s t  by r e i m b u r s i n g

18 th e  p e r s o n  r e q u e s t i n g  t h e  t e s t  f o r  t h e  f e e  p a id  by t h a t  p e r s o n .  Th is

19 re imbursement  s h a l l  be made no l a t e r  t h a n  a t  t h e  t im e  of  t h e  nex t

20 r e g u l a r  b i l l i n g  f o l l o w i n g  th e  t e s t .
|

21 * Sec. 17. AS 4 2 .0 5 .6 4 1  i s  amended t o  r e a d :

22 Sec.  4 2 . 0 5 . 6 4 1 .  REGULATION BY MUNICIPALITY. The com m iss ion 's

23 j u r i s d i c t i o n  and a u t h o r i t y  e x t e n d  to  p u b l i c  u t i l i t i e s  o p e r a t i n g  w i t h i n

24 a mu n i c i p a l i t y  [CITY OR BOROUGH], w h e th e r  home r u l e  o r  o t h e r w i s e .  I n

25 the  e v e n t  o f  a c o n f l i c t  be tween  a c e r t i f i c a t e ,  o r d e r ,  d e c i s i o n ^  or

26 r e g u l a t i o n  o f  t h e  commission and a c h a r t e r ,  p e r m i t ,  f r a n c h i s e ,  o r d i -

27 n a n c e ,  r u l e x o r  r e g u l a t i o n  o f  such a l o c a l  governm en ta l  e n t i t y ,  the

28 c e r t i f i c a t e ,  o r d e r ,  d e c i s i o n x  o r  r e g u l a t i o n  of  t h e  commission s h a l l

29 p r e v a i l .
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(A) " p u b l i c  u t i l i t y "  o r  " u t i l i t y "  i n c l u d e s  e ve ry  c o r p o r a ­

t i o n  whe the r  p u b l i c ,  c o o p e r a t i v e ,  o r  o t h e r w i s e ,  company, i n d i v i d u a l ,  

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

a p p o in t e d  by a c o u r t ,  t h a t  owns, o p e r a t e s ,  manageSj o r  cont i*ols  any 

p l a n t ,  p i p e l i n e ^  o r  sys tem f o r

(A) f u r n i s h i n g ,  by g e n e r a t i o n ,  t r a n s m i s s i o n ^  o r  d i s ­

t r i b u t i o n ,  e l e c t r i c a l  s e r v i c e  t o  t h e  p u b l i c  f o r  compensa t ion ;

(B) f u r n i s h i n g  t e l e co m m u n ic a t io n s  s e r v i c e  t o  t h e  

p u b l i c  f o r  compensa t ion ;

(C) f u r n i s h i n g  w a t e r ,  s team^ o r  sewer s e r v i c e  t o  the  

p u b l i c  f o r  compensa t ion ;

(D) f u r n i s h i n g  by t r a n s m i s s i o n  o r  d i s t r i b u t i o n  of  

n a t u r a l  o r  m anu fa c tu red  gas  t o  t h e  [ALASKA] p u b l i c  f o r  compensa­

t i o n ;

(E) f u r n i s h i n g  f o r  d i s t r i b u t i o n  o r  by d i s t r i b u t i o n  

pe t r o l e u m  o r  p e t r o l e u m  p r o d u c t s  t o  t h e  [ALASKA] p u b l i c  f o r  com­

p e n s a t i o n  when t h e  consumer has  no a l t e r n a t i v e  i n  t h e  ch o ic e  of  

s u p p l i e r  o f  a comparable  p ro d u c t  and s e r v i c e  a t  an e q u a l  or  

l e s s e r  p r i c e ;

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

g a rb a g e ,  r e f u s e ,  t r a s h y  o r  o t h e r  w a s te  m a t e r i a l  t o  t h e  p u b l i c  f o r  

c o m p e n s a t io n ;

! * Sec. 19. AS 4 2 . 0 6 .2 3 0 ( b )  i s  amended t o  r ead :

(b)  The c om m iss ion 's  j u r i s d i c t i o n  and a u t h o r i t y  e x te n d  t o  an o i l

o r  gas  p i p e l i n e  f a c i l i t y  o p e r a t i n g  i n  a m u n i c i p a l i t y  [CITY OR BOR­

OUGH] , whe the r  home r u l e  o r  o t h e r w i s e .  I f  a c o n f l i c t  be tween  a c e r ­

t i f i c a t e ,  o r d e r ,  d e c i s i o n ^  o r  r e g u l a t i o n  o f  t h e  commission and a c h a r ­

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

j *  S e c .  1 8 .  A S  4 2 . 0 5 . 7 2 0 ( A )  i s  a m e n d e d  t o  r e a d :

H B 0 4 1 1 B  - 7 -  C S H B  4 1 1 ( J u d )


