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IN T H E  H O U S E

B Y  T H E  R U L E S  C O M M I T T E E  BY 
R E Q U E S T  O P  T H E  G O V E R N O R

H O U S E  B I L L  NO. 3

I N  T H E  L E G I S L A T U R E  O P  T H E  S T A T E  O P  A L A S K A

E I G H T H  L E G I S L A T U R E  - F I R S T  S P E C I A L  S E S S I O Ns \

\
A B I L L

F o r  an Act e n t i t l e d :  " A n  A ct  r ’ vting to l e a s e s  o f  r i g h t s - o f - w a y  o v e r

s t a t e  l a n d \ f o r  the t r a n s p o r t a t i o n  o f  oil, p r o d u c t s  or 

n a t u r a l  ga s V  an d  p r o v i d i n g  fo r  an e f f e c t i v e  d a t e . "

BE  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  0P\ T H E  S T A T E  OP ALAS K A :

55 S e c t i o n  1. A S  3 8 . 3 5 . 0 2 0  is a m e n d e d  to read:

Sec. 3 8 . 3 5 . 0 2 0 .  G R A N T  O F  R I G H T - O F - W A Y  LEASE. (a). R i g h t s - o f - w a y

on s t a t e  [ S T A T E - O W N E D ]  l a n d  i n c l u d i n g  r i g h t s - o f - w a y  [ R I G H T - O F - W A Y ]  on,

o f  w a t e r  o r  l a n d  b e l o n g i n g  to o r  a d m i n i s t e r e d  b y  t h e  s t a t e  m a y  be 

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

p u r p o s e s  f o r  t h e  t r a n s p o r t a t i o n  o f  oil, p n o d u c t s  or n a t u r a l  gas u n d e r  

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

c o n s t r u c t i o n  [, A C Q U I S I T I O N ]  o r  o p e r a t i o n  o f  a n y  [, O R  T R A N S P O R T A T I O N ,  

S E R V I C E ,  O R  S A L E  B Y  T H E  W H O L E  O R  A] p a r t  of a n  oil, p r o d u c t s ,  or 

n a t u r a l  g a s  p i p e l i n e ,  w h i c h  in w h o l e  or in p a r t  is o r  is p r o p o s e d  to 

be o n  s t a t e  [ P U B L I C ]  l a n d  [,] u n l e s s  that  p e r s o n  [IS A C A R R I E R  AND] 

has o b t a i n e d  f r o m  t h e  c o m m i s s i o n e r  a r i g h t - o f - w a y  l e a s e  o f  t he  l a n d  

u n d e r  t h i s  c h a p t e r  [AS W E L L  AS A C E R T I F I C A T E  T H A T  T H E  C O N S T R U C T I O N ,  

A C Q U I S I T I O N ,  O P E R A T I O N ,  T R A N S P O R T A T I O N ,  S E R V I C E ,  O R  S ALE, I P  S U B J E C T  

TO T H E  L E A S E ,  W I L L  B E  I N  A C C O R D A N C E  W I T H  ITS TERM S ] .

over, u n d e r ,  a l o n g ,  a c r o s s ,  o r  upon'^the r i g h t - o f - w a y  o f  a p u b l i c  

r o a d  or h i g h w a y  or t h e  r i g h t - o f - w a y  dvf a r a i l r o a d  o r  o t h e r  p u b l i c  

u t i l i t y ,  o r  on, a c r o s s ,  upon, o v e r ,  o r  u n d e r  a r i v e r  or o t h e r  b o d y

E x c e p t  to t h e  e x t e n t  a u t h o r i z e d  b y  a n  oil a n d  ga s  l e a s e  or uni t  

a g r e e m e n t  a p p r o v e d  b y  t h e  state, no p e r s o n  m a y  e n g a g e  in a n y
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(b) This c h a p t e r  d o e s  n o t  r e q u i r e  a r i g h t - o f - w a y  l e a s e  for the 

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

* Sec. 2. AS 3 8 . 3 5 = 0 3 0  - AS 3 8 .35.040 are rep e a l e d .

* Sec. 3- AS 3 8 . 3 5 . 0 5 0  is r e p e a l e d  and r e - e n a c t e d  to read:

Sec. 3 8 . 3 5 . 0 5 0.  A P P L I C A T I O N S  F O R  R I G H T - O F - W A Y  LEASES. (a) A

p e r s o n  or p e r s o n s  d e s i r i n g  to own a p i p e l i n e  w h i c h  is p r o p o s e d  to be 

l o c a t e d  in w h o l e  or in p a r t  on state land, s h a l l  a p p l y  Tor a n o n c o m­

p e t i t i v e  r i g h t - o f - w a y  l ease of the s t at e  land.

(b) A p p l i c a t i o n s  u n d e r  (a) of thi s  s e c t i o n  s h a l l  be m a d e  in a 

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

(c) A n  a m e n d m e n t  to an a p p l i c a t i o n  f i l e d  u n d e r  t his s e c t i o n  

w h i c h  c o n s t i t u t e s  a s u b s t a n t i a l  c h an g e  in the a p p l i c a t i o n  is s u b j e c t  

to the p r o v i s i o n s  o f  this s e c t i o n  a p p l y i n g  to an o r i g i n a l  a p p l i c a t i o n .

* Sec. 4. AS 3 8 . 3 5 . 0 6 0  is r ep e a l e d .

* Sec. 5 . AS 3 8 . 3 5 . 0 7 0  is r e p e a l e d  and r e - e n a c t e d  to read:

Sec. 3 8 . 35 . 0 7 0 .  N O T I C E  OF  A P P L I C A T I O N :  H E A R IN G .  (a) U pon

r e c e i v i n g  a n  a p p l i c a t i o n  u n d e r  sec. 50 of thi s  c h a p t e r ,  the 

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

of g e n e r a l  c i r c u l a t i o n  p u b l i s h e d  In the v i c i n i t y  o f  th e  p r o p o s e d  

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

r e a s o n a b l e  an d a p p r o p r i a t e  to I n f o r m  the p u b l i c  of th e  a p p l i c a t i o n .

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

a s u m m a r y  of the s u b s t a n c e  of the a p p l i c a t i o n .  If the c o m m i s s i o n e r

d e c i d e s  bbstb 9, p u b l i c  h s u p i n g  is necess3,r>y 5 ibo n o t i c e  s b o l l  o ls o

i n c l u d e  the time a n d  p l a c e  of the p u b l i c  hearing.

(b) A n y  p u b l i c  h e a r i n g  on the a p p l i c a t i o n  s h a l l  be h e l d  no s o o n e r  

t h a n  20 days or m o r e  t h a n  60 d a y s  a f t e r  p u b l i c a t i o n  of n o t i c e  u n d e r  (a) 

of this section. At the h e a r i n g  the a p p l i c a n t  a n d  o t h e r  p e r s o n s  s h a l l  

h a v e  the o p p o r t u n i t y  to p r e s e n t  i n f o r m a t i o n  r e l a t i n g  to the a p p l i c a t i o n  
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a n d  to the d e t e r m i n a t i o n  to be m a d e  u n d e r  sec. 100 of  t h i s  chapter.

(c) T h e p r o v i s i o n s  of the A d m i n i s t r a t i v e  P r o c e d u r e  Act 

(AS 44.62) do n o t  a p p l y  to h e a r i n g s  h e l d  u n d e r  this s e c t i o n ,

* Sec. 6, AS 3 8 , 3 5 . 0 8 0  is r e p e a l e d .

* Sec. 7. AS 3 8 , 3 5 . 1 0 0  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Sec. 3 8 . 3 5 , 1 0 0 .  D E C I S I O N  O N  A P P L I C A T I O N ,  (a) Th e  c o m m i s­

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

h i m  u n d e r  sec. 50 of this c h a p t e r  w h e t h e r  the a p p l i c a n t  is fit, 

w i l l i n g  and a bl e  to p e r f o r m  the t r a n s p o r t a t i o n  or o t h e r  act s  

p r o p o s e d  in a m a n n e r  that w i l l  r e a s o n a b l y  p r o t e c t  the lives, 

p r o p e r t y  a n d  g e n e r a l  w e l f a r e  of th e p e o p l e  of A l a sk a ,  I n  m a k i n g  

a d e t e r m i n a t i o n  the c o m m i s s i o n e r  s h a l l  c o n s i d e r  w h e t h e r  o r  not

(1) th e  p r o p o s e d  use of the r i g h t - o f - w a y  w i l l  u n­

r e a s o n a b l y  c o n f l i c t  w i t h  e x i s t i n g  u ses of the l a n d  i n v o l v i n g  a 

s u p e r i o r  p u b l i c  i n t e r e s t ;

(2) t h e  a p p l i c a n t  has t h e  t e c h n i c a l  a n d  f i n a n c i a l  

c a p a b i l i t y  to p r o t e c t  s t a t e  a n d  p r i v a t e  p r o p e r t y  i n t e r e s t s ;

(3) t h e  a p p l i c a n t  has the  t e c h n i c a l  a n d  f i n a n c i a l  

c a p a b i l i t y  to t a k e  a c t i o n  to th e  e x t e n t  r e a s o n a b l y  p r a c t i c a l  to

(A) p r e v e n t  any s i g n i f i c a n t  a d v e r s e  e n v i r o n m e n t a l  

i m p a c t ,  i n c l u d i n g  but not l i m i t e d  to, e r o s i o n  o f  the s u r f a c e  

of the l a n d  a n d  d a m a g e  to f i s h  a n d w i l d l i f e  a n d  t h e i r  h a b i t a t ;

(B) u n d e r t a k e  a n y  n e c e s s a r y  r e s t o r a t i o n  or r e v e g e­

ta t i o n ;  a n d

(C) p r o t e c t  the i n t e r e s t s  of i n d i v i d u a l s  l i v i n g  

in the g e n e r a l  a r e a  o f  t h e  r i g h t - o f - w a y  wh o  r e l y  o n  fish, 

w i l d l i f e  a n d  b i o t i c  r e s o u r c e s  of the a r e a  f o r  s u b s i s t e n c e  

p u r p o s e s ;

(4) t h e  a p p l i c a n t  h a s  th e  f i n a n c i a l  c a p a b i l i t y  to pa y

- 3 -  H B  3
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r e a s o n a b l y  f o r e s e e a b l e  d a m a g e s  f o r  w h i c h  he m a y  b e c o m e  l i a b l e  on 

claims r i s i n g  f r o m  the c o n s t r u c t i o n ,  o p e r a t i o n ,  m a i n t e n a n c e  or 

t e r m i n a t i o n  of  the pi p e l i n e .

(b) If the c o m m i s s i o n e r  d e t e r m i n e s  that the a p p l i c a n t  is 

not fit, w i l l i n g ,  and able to p e r f o r m  the t r a n s p o r t a t i o n  or other- 

p r o p o s e d  acts in a m a n n e r  that w i l l  r e a s o n a b l y  p r o t e c t  the lives, 

p r o p e r t y  an d  g e n e r a l  w e l f a r e  of the p e o p l e  o f  A l a s k a ,  t he  c o m­

m i s s i o n e r  s h a l l  den y  the a p p l i c a t i o n .  If he d e t e r m i n e s  that the 

a p p l i c a n t  is fit, w i l l i n g ,  a n d  a ble to p e r f o r m ,  he s h a l l  p r o m p t l y  

o f f e r  the a p p l i c a n t  a lease.

* Sec. 8. AS 3 8 . 3 5 - 1 1 0  is r e p e a l e d  and r e - e n a c t e d  to read:

Sec. 3 8 . 3 5 . 11 0 .  T E R M  OP LEASE. The c o m m i s s i o n e r  s h a l l  

d e t e r m i n e  the t e r m  of the lease. In m a k i n g  this d e t e r m i n a t i o n  he 

s h a l l  take into c o n s i d e r a t i o n  t h e  cost o f  the p r o p o s e d  p i p e l i n e ,  

its u s e f u l  life, an d  the p r o b a b l e  f i n a n c i n g  r e q u i r e m e n t s  fo r  the 

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

c o m m i s s i o n e r  s h a l l  e x t e n d  the t e r m  o f  t h e l e a se  f o r  a d d i t i o n a l  

p e r i o d s  of ti m e  so l o n g  as the p r o p o s e d  p i p e l i n e  is u s e d  for the 

p u r p o s e s  for w h i c h  the lease wa s  g r a n t e d  a n d  is in c o m p l i a n c e  w i t h  

a l l  terms of the l ease s u b j e c t  to a d d i t i o n a l  t e r m s  a n d  c o n d i t i o n s  

t h e n  r e a s o n a b l y  r e q u i r e d  to p r o t e c t  th e  lives, p r o p e r t y  a n d  g e n e r a l  

w e l f a r e  of the p e o p l e  of Alaska.

* Sec. 9- AS 3 8 . 3 5 . 1 2 0  is a m e n d e d  to read:

Sec. 38.3 5 . 12 0 .  C O V E N A N T S  [R E Q U I R E D ]  TO B E  I N C L U D E D  IN LEASE,

(a) A n o n c o m p e t i t i v e  l ease of s t a te  p u b l i c  l a n d  fo r  a r i g h t - o f - w a y  

f o r  an oil or n a t u r a l  gas p i p e l i n e  v a l u e d  at $ 1 , 0 0 0 , 0 0 0  or m o r e  ma y  

be g r a n t e d  o nly u p o n  the c o n d i t i o n  that the l e s s e e  [ C A R R I E R ]  e x­

p r e s s l y  c o v e n a n t s  in the lease, in c o n s i d e r a t i o n  o f  the r i g h t s  

a c q u i r e d  by it u n d e r  the lease, that

H B  3 ~ I("



]

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

[(1) IT W I L L  O B T A I N  A C E R T I F I C A T E  O F  C O M P L I A N C E  W I T H  THE 

T E R M S  A N D  C O N D I T I O N S  OF  T H E  L E A S E  B E F O R E  U N D E R T A K I N G  A N Y  C O N S T R U C­

TION, A C Q U I S I T I O N  O R  O P E R A T I O N  OF O R  T R A N S P O R T A T I O N ,  S E R V I C E  O R  

S A L E  BY T H E  W H O L E  O R  A N Y  P A R T  OF A P I P E L I N E  O N  S T A T E  P U B L I C  L AND, 

I N C L U D I N G  T H E  P O R T I O N S  O F  TH E  P I P E L I N E  N O T  O N  S T A T E  P U B L I C  L A N D ;

(2) IT W I L L  U N D E R T A K E  A N D  C O M P L E T E  O R  R E G U L A R L Y  P E R F O R M  

W I T H I N  O R  D U R I N G  T H E T I M E  P E R I O D  A N D  I N  A C C O R D A N C E  W I T H  T H E  P R O J E C T  

D E S C R I P T I O N  C O N T A I N E D  I N  T H E  L E A S E  O R  C E R T I F I C A T E ,  T H R O U G H O U T  T H E  

E N T I R E  R O U T E  O F  T H E  P I P E L I N E  IN T H E  STATE, B O T H  O N  S T A T E  P U B L I C  

L A N D  O B T A I N E D  U N D E R  T H E  L E A S E  A N D  O N  O T H E R  L A N D,  A N Y  C O N S T R U C T I O N  

O R  A C Q U I S I T I O N  O R  O T H E R  A C T  R E Q U I R E D  TO B E  P E R F O R M E D  IN C O N J U N C­

T I O N  W I T H  T H E  LE A S E ,  O R  O P E R A T I O N  OF, O R  T R A N S P O R T A T I O N ,  S E R V I C E ,

O R  S A L E  BY T H E  P I P E L I N E  I N  G O O D  F A I T H  A N D  I N  A C C O R D A N C E  W I T H  T H E  

L E A S E  A N D  C E R T I F I C A T E S ,  T H I S  C H A P T E R ,  A N D  A N Y  O T H E R  A P P L I C A B L E  

S T A T E  O R  F E D E R A L  L A W ; ]

(3) it w i l l  p e r f o r m  a l l  o f  Its f u n c t i o n s  u n d e r  the lease, 

as a c o m m o n  c a r r i e r ,  If the c o m m i s s i o n e r  d e t e r m i n e s  at the time

t h e  l e a se  is i s s u e d  or If at any t i m e  a f t e r  t h e  e x e c u t i o n  of th e  

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

a s s u m p t i o n  of the s t a t u s  of c o m m o n  c a r r i e r  Is r e q u i r e d  in o r d e r

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

d e l i v e r e d  to it f or t r a n s p o r t a t i o n  t h r o u g h o u t  its r o u t e  in

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

c o m m o n  c a r r i e r  s t a t u s  d o e s  not r e q u i r e  the l e s s e e  to a c c e p t  t e n d e r s

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

o t h e r  f a c i l i t i e s  for the r e c e i p t  o f  c r u d e  oil (unless the t e n d e r

i n c l u d e s  a n  o f f e r  to b e a r  all a s s o c i a t e d  c o s t s  a n d  l i a b i l i t i e s ) ,  or

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

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

th e  q u a l i t y  of the c o m m i n g l e d  s t r e a m  o f  c r u d e  oil of o t h e r  s h i p p e r s

a n d  w i t h o u t  a d v e r s e l y  a f f e c t i n g  the l e s s e e’s p i p e l i n e  f a c i l i t i e s ;
■

the c o m m o n  c a r r i e r  c o v e n a n t  r e q u i r e d  b y  this  p a r a g r a p h  d o e s  not 

a p p l y  to s. n a t u r a l  gas pi.p6lln6 ownocl or op6r5/G6u by 5. 1 6 S S 8 6  g

w h i c h  is s u b j e c t  to r e g u l a t i on u n d e r  the  N a t u r a l  Gas A c t (52 S t a t . |

821; 68 Stat. 36) or by a l e s s e e  w h i c h  is s u b j e c t  to r e g u l a t i o n  j

by state or p o l i t i c a l  s u b d i v i s i o n s  w i t h  .jurisdict i on to r e g u l a t e  j

t h e  r ates and ch a r g e s  for sale of n a t u r a l  gas to c o n s u m e r s  in the |

s t a t e  [ASSU M ES  T H E  S T A T U S  O F  A N D  W I L L  P E R F O R M  A L L  OF ITS F U N C T I O N S  

U N D E R T A K E N  U N D E R  TH E  L E A S E  AS A C O M M O N  C A R R I E R  A N D  W I L L  A C C E P T ,  |

C ONVE Y ,  AN D  T R A N S P O R T  A L L  C R U D E  OIL  O R  N A T U R A L  CAS, D E P E N D I N G  ON 

T H E  K I N D  OF P I P E L I N E  I N V O L V E D ,  D E L I V E R E D  TO IT F O R  T R A N S P O R T A T I O N  

F R O M  F I E L D S  IN  THE V I C I N I T Y  OF THE P I P E L I N E  S U B J E C T  TO T H E  L E A S E  

T H R O U G H O U T  ITS R O U T E  B O T H  O N  S T A T E  P U B L I C  L A N D  O B T A I N E D  U N D E R  T H E  

L E A S E  AND O N  O T H E R  LAND; H O W E V E R ,  W H E R E  T H E  L E S S E E  C A R R I E R  O P E R A T E S  

A N A T U R A L  GAS P I P E L I N E  AN D  IS S U B J E C T  BY V I R T U E  OF T HIS O P E R A T I O N  I

TO R E G U L A T I O N  U N D E R  T H E  N A T U R A L  GAS A C T  OF T H E  U N I T E D  S T A T E S  (52 STAT. 

821; 68 STAT. 36; 15 U . S . C .  71? E T  S E Q .) , IT W I L L  A S S U M E  THE  

S T A T U S  OF A N D  S H A L L  P E R F O R M  A L L  OF ITS F U N C T I O N S  U N D E R T A K E N  U N D E R  J

T H E  L E A S E  AS A C O M M O N  C A R R I E R  A N D  S H A L L  P E R F O R M  A L L  O F  T H E  ACTS j

D E S C R I B E D  IN T H I S  P A R A G R A P H  W H E N  AT A N Y  T I M E  A F T E R  T H E  E X E C U T I O N  I

OF THE L E A S E  T H E  C O M M I S S I O N E R  A F T E R  P U B L I C  H E A R I N G  D E T E R M I N E S  j
T H A T  A S S U M P T I O N  O F  TH I S  S T A T U S  IS R E Q U I R E D  I N  O R D E R  TO S U B S E R V E  T H E  |

P U B L I C  I N T E R E S T ,  C O N V E N I E N C E ,  AN D  N E C E S S I T Y ] ;

[(4) I T  W I L L  A S S U M E  THE S T A T U S  O F  A N D  S H A L L  B E  A C O M M O N  

P U R C H A S E R  OF C R U D E  O I L  A N D  N A T U R A L  GAS, D E P E N D I N G  U P O N  T H E  K I N D  OF 

P I P E L I N E  I N V O L V E D ,  T H A T  IS P R O D U C E D  F R O M  F I E L D S  IN THE V I C I N I T Y  OF 
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T H E  P I P E L I N E  S U B J E C T  T O  TH E  L E A S E  A N D  S H A L L  P U R C H A S E  C R U D E  O I L  

OR N A T U R A L  GA S  T H A T  IS O F F E R E D  IT W H E N  A T  A N Y  TTMF, A F T ER  THE 

E X E C U T I O N  O F  THE  L E A S E  THE  C O M M I S S I O N E R  A F T E R  P U B L I C  H E A R I N G  

D E T E R M I N E S  T H A T  A S S U M P T I O N  OF T H I S  S T A T U S  IS R E Q U I R E D  I N  O R D E R  TO 

S U B S E R V E  T H E  P U B L I C  I N T E R E S T ,  C O N V E N I E N C E ,  A N D  N E C E S S I T Y ;

(5) I T  W I L L  A C C E P T ,  C O N V E Y ,  A N D  T R A N S P O R T  O R  P U R C H A S E  

C R U D E  O I L  O R  N A T U R A L  G A S W I T H O U T  U N J U S T  O R  U N R E A S O N A B L E  D I S C R I M I N A­

T I O N  IN  F A V O R  OF O N E  P R O D U C E R  O R  P E R S O N ,  I N C L U D I N G  I T S E L F ,  AS A G A I N S T  

A N O T H E R  I N  T H E  S A M E  F I E L D ,  A N D  W I T H O U T  U N J U S T  O R  U N R E A S O N A B L E  

D I S C R I M I N A T I O N  AS B E T W E E N  F I E L D S  I N  T H E  S T A T E  B U T  W I L L  T A K E  TH E  

C R U D E  O I L  O R  N A T U R A L  GAS, D E P E N D I N G  O N  T H E  K I N D  OF P I P E L I N E  I N V O L V E D ,  

D E L I V E R E D  O R  O F F E R E D  I N  T H E  P R O P O R T I O N  T H A T  T H E  C O M M I S S I O N E R  S H A L L ,  

A F T E R  A F U L L  H E A R I N G  W I T H  D U E  N O T I C E  T O  T H E  I N T E R E S T E D  P A R T I E S  A N D

A P R O P E R  F I N D I N G  OF F A C T S ,  D E T E R M I N E  T O  B E  R E A S O N A B L E ;

(6) I T  W I L L  E X C H A N G E  C R U D E  O I L  O R  N A T U R A L  GAS, D E P E N D I N G  

U P O N  T H E  K I N D  OF P I P E L I N E  I N V O L V E D ,  W I T H  E A C H  L I K E  C O M M O N  C A R R I E R

A N D  P R O V I D E  C O N N E C T I O N S  A N D  F A C I L I T I E S  F O R  T H E  I N T E R C H A N G E  OF C R U D E  O I L  

OR N A T U R A L  G A S  A T  E V E R Y  L O C A L I T Y  R E A C H E D  BY B O T H  P I P E L I N E S  W H E N  

T H E  N E C E S S I T Y  E X I S T S ,  S U B J E C T  T O  R A T E S  A N D  R E G U L A T I O N S  M A D E  BY TH E  

A P P R O P R I A T E  S T A T E  O R  F E D E R A L  R E G U L A T O R Y  A G E N C Y ; ]

(7) It w i l l  a f f o r d  t h e  s t a te  an o p p o r t u n i t y  to n e g o t i a t e  

f o r  the p u r c h a s e  of a n y  I n t e r e s t  i n  the p i p e l i n e  o f f e r e d  for s a l e  by it 

e x c e p t  for s a l e s  o r  t r a n s f e r s  o f  i n t e r e s t s  I n  the p i p e l i n e  among; the 

o w n e r s  of th e  p i p e l i n e  ( i n c l u d i n g  t h e i r  s u b s i d i a r i e s ,  p a r e n t s  an d  

a f f i l i a t e s )  or s a l e s  or t r a n s f e r s  r e s u l t i n g  f r o m  m e r g e r s  or r e o r g a n i z a­

ti o n s ,  p r o v i d e d  the s ale to the s t a t e  w i l l  n o t  i n t e r f e r e  w i t h  e x i s t i n g  

c o n t r a c t  r i g h t s  or o b l i g a t i o n s  a m o n g  the o w n e r s  of the p i p e l i n e  o r  w i t h  

any o t h e r  t h i r d  p a r t i e s ,  a n d  p r o v i d e d  the t e r m s  o f  the o f f e r  f o r  s ale 

are s o l e l y  at t h e d i s c r e t i o n  of t h e  l e s s e e ;  [THE L E S S E E  G R A N T S  TO THE
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S T A T E  T H E  R I G H T  TO P U R C H A S E , U P O N  R E A S O N A B L E  NO T I C E ,  A N  U N D I V I D E D  

I N T E R E S T  IN TH E  E N T I R E  L E N G T H  OF' T HE  P I P E L I N E  W I T H I N  T H E ST AT E ,  N O T  TO 

E X C E E D  20 P E R  CENT; T H E  P U R C H A S E  P R I C E  S H A L L  BE A T  A R E A S O N A B L E  

F I G U R E  S E T  O U T  IN TH E  L E A S E  AT T H E  T I M E  OF T H E  L E A S E’S E X E C U T I O N ;  

P U R C H A S E  OF T HIS I N T E R E S T  MAY, AT TH E O P T I O N  OF T H E  STATE, B E  M A D E  IN 

ST A G E S ;  E X E R C I S E  OF A N  O P T I O N  TO P U R C H A S E  A N  I N T E R E S T  IN A P I P E L I N E  

P R O J E C T  O R  F A C I L I T Y  IS S U B J E C T  TO T H E  A P P R O V A L  OF T H E  L E G I S L A T U R E ;  THE 

I N C U R R I N G  OF AN Y  B O N D E D  I N D E B T E D N E S S  BY T H E  S T A T E  TO I M P L E M E N T  T H E 

E X E R C I S E  OF ITS O P T I O N  U N D E R  THIS P A R A G R A P H  IS S U B J E C T  TO V O T E R  

A P P R O V A L ; ]

(8) it w i l l  m a i n t a i n  a n d  p r e s e r v e  b o o k s ,  a c c o u n t s ,  and 

r e c o r d s  [, P A P E R S ,  A N D C O R R E S P O N D E N C E  AN D O T H E R  R E C O R D S ]  a n d  w i l l  m a k e  

t h o s e  r e p o r t s  that the s t a t e  m a y  r e q u i r e  u n d e r  AS 4 2 , 0 6 , 4 3 0  [ P R E S C R I B E  

BY R E G U L A T I O N  O R  LA W  AS N E C E S S A R Y  A N D  A P P R O P R I A T E  F O R  P U R P O S E S  O F  

A D M I N I S T R A T I O N  OF THI S  CHA P T E R ] ;

(9) it w i l l  a c c o r d  at all r e a s o n a b l e  t i m es  to the state

an d  its a u t h o r i z e d  a g e n t s  a n d  a u d i t o r s  t h e  r i g h t  of a c c e s s  to its 

p r o p e r t y  and r e c o r d s ,  of i n s p e c t i o n  o f  its p r o p e r t y ,  an d  o f  e x a m i n a t i o n  

and c o p y i n g  of r e c o r d s  u n d e r  AS 4 2 . 0 6 . 4 4 0 ;

(10) it w i l l  p r o v i d e ,  w h e r e  e c o n o m i c a l l y  f e a s i b l e  a n d  j

c o n s i s t e n t  w i t h  the p r i m a r y  f u n c t i o n  o f  th e  p i p e l i n e  [ L I N E ] , c o n n e c t i o n s  

[AND F A C I L I T I E S ]  o n  the l a n d  [P I P E L I N E ]  s u b j e c t  to the le a s e ,  [ BO T H  j

ON S T A T E  L A N D  AN D  O T H E R  L A N D  I N  TH E  S T A T E , ]  fo r  the p u r p o s e  of

d e l i v e r i n g  c rude oil or n a t u r a l  g a s , d e p e n d i n g  on the k i n d  o f  

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

sale of c rude oil or n a t u r a l  gas t r a n s p o r t e d  by th e p i p e l i n e ;  in

o r d e r  to m e e t  the r e q u i r e m e n t s  o f  t his c o v e n a n t  the l e s s e e  s h a l l  not

be r e q u i r e d  to e n l a r g e  the p i p e l i n e  s y s t em ,  e x t e n d  t h e  p i p e l i n e ,  

a c q u i r e  a d d i t i o n a l  r i g h t s - o f - w a y ,  i n c u r  a n y  a d d i t i o n a l  o b l i g a t i o n
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or I n c u r  any c o s t s  or l i a b i l i t i e s  a s s o c i a t e d  w i t h  the c o n n e c t i o n  or 

c o n n e c t e d  f a c i l i t i e s , or a s s u m e  any o b l i g a t i o n  I n c o n s i s t e n t  w i t h  

a p p l i c a b l e  f e d e r a l  l a w  [ D E S I R I N G  TO P U R C H A S E  W H O  A R E  L O C A T E D  IN 

M U N I C I P A L I T I E S  I N  T H E  V I C I N I T Y  OP T H E  P I P E L I N E ] ;

(11) it w i l l ,  at its o w n  e x p e n s e ,  d u r i n g  the t e r m  o f  the

lease

(A) m a i n t a i n  the l e a s e h o l d  an d  p i p e l i n e  in g o o d

r e p a i r ;

(B) e x e r c i s e  t h e [ H I G H E S T ]  d e g r e e  o f  c are r e q u i r e d  by 

l a w  in u s i n g  t h e  l e a s e h o l d  a n d  o p e r a t i n g  the p i p e l i n e  [TO P R E V E N T  

A P I P E L I N E  I N C I D E N T ] ;

(C) p r o m p t l y  r e p a i r  or r e m e d y  a n y  d a m a g e  to [OR 

D E S T R U C T I O N  OP] the l e a s e h o l d  [O R  P I P E L I N E ] ;

(D) p r o m p t l y  c o m p e n s a t e  f o r  [ R E M ED Y ]  any d a m a g e  to 

or d e s t r u c t i o n  o f  p r o p e r t y  fo r  w h i c h  t he  c a r r i e r  is l i a b l e  

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

p i p e l i n e ;

[(12) I T  W I L L  N O T  T R A N S F E R ,  A S S I G N ,  O R  D I S P O S E  OF IN AN Y  

M A N N E R ,  D I R E C T L Y  O R  I N D I R E C T L Y ,  O R  B Y  T R A N S F E R  O F  C O N T R O L  OF THE  

C A R R I E R  C O R P O R A T I O N ,  ITS I N T E R E S T  I N  A R I G H T - O F - W A Y  LEASE, O R  ANY  

R I G H T S  U N D E R  T HE  L E A S E ,  O R  A N Y  P I P E L I N E  S U B J E C T  T O  T H E  LE A SE ,  E X C E P T  

AS A U T H O R I Z E D  BY T H E  C O M M I S S I O N E R ,  U P O N  A P P L I C A T I O N  BY T H E  C A R R I E R ;

T H E  C O M M I S S I O N E R  S H A L L  N O T  U N R E A S O N A B L Y  W I T H H O L D  H I S  C O N S E N T  TO TH E  

T R A N S F E R ,  A S S I G N M E N T  O R  D I S P O S A L ; ]

(13) it w i l l  f i l e  w i t h  the c o m m i s s i o n e r  a w r i t t e n  a p p o i n t­

m e n t  of a n a m e d  p e r m a n e n t  r e s i d e n t  o f  t h e  s t a t e  to be its r e g i s t e r e d  

a g e n t  In the s t a t e  a n d  to r e c e i v e  s e r v i c e  of n o t i c e s ,  r e g u l a t i o n s ,  

d e c i s i o n s  a n d  o r d e r s  of t h e c o m m i s s i o n e r ;  if it f ails to a p p o i n t  an 

a g e n t for s e r v i c e ,  s e r v i c e  m a y  be m a d e  by p o s t i n g  a copy in the
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o f f i c e  of the c o m m i s s i o n e r  a n d  f i l i n g  a copy o f  it in the o f f i c e

of the l i e u t e n a n t  g o v e r n o r  a n d  by m a i l i n g  a copy  to l e s s e e’s last | ---------------------------------------------   j

k n o w n  a d d r e s s ;

(14) the a p p l i c a b l e  law o f  t his s t a t e  w i l l  be u s e d  in | 

r e s o l v i n g  q u e s t i o n s  of i n t e r p r e t a t i o n  of the leasej_

(15) It w i l l  be l i a b l e  to the s t a t e  for d a m a g e s  or I

i n j u r y  i n c u r r e d  by the s t a t e  c a u s e d  by the c o n s t r u c t i o n ,  o p e r a t i o n  |

or m a i n t e n a n c e  of the p i p e l i n e  and it w i l l  i n d e m n i f y  t h e  s t a t e  f o r  j

the l i a b i l i t i e s  or d a m a g e s ;  J

(1.6) it w i l l  p r o c u r e  and f u r n i s h  l i a b i l i t y  a n d  p r o p e r t y  

d a m a g e  I n s u r a n c e  f r o m  a c o m p a n y  l i c e n s e d  to do b u s i n e s s  in the s t a t e  

or f u r n i s h  o t h e r  s e c u r i t y  or u n d e r t a k i n g  u p o n  the terms a n d  c o n d i t i o n s  

t he c o m m i s s i o n e r  c o n s i d e r s  n e c e s s a r y  if the c o m m i s s i o n e r  f i n d s  tha t  

the n e t  a ss e t s  of the le ss e e  ar e  i n s u f f i c i e n t  to p r o t e c t  the p u b l i c  

f r o m  d a m a g e  for w h i c h  the l e s s e e  m a y  be l i a b l e  a r i s i n g  out  o f  the 

c o n s t r u c t i o n  or o p e r a t i o n  of th e  p i p e l i n e .  I

(b) The l ease w i l l  also c o n t a i n  t e r m s an d  c o n d i t i o n s  tha t  a r e 1

r e a s o n a b l y  n e c e s s a r y  to o b l i g a t e  the lessee., to t h e  e x t e n t  r e a s o n a b l y  

p r a c t i c a b l e ,  to

(1) p r e v e n t  c o n f l i c t s  w i t h  o t h e r  e x i s t i n g  u s e s  of t h e  l a n d  j 

i n v o l v i n g  a s u p e r i o r  p u b l i c  i n t e r e s t ;

(2) p r o t e c t  s t a t e  a n d  p r i v a t e  p r o p e r t y  I n t e r e s t s ;

(3) p r e v e n t  any s i g n i f i c a n t  a d v e r s e  e n v i r o n m e n t a l  i m p a c t ,  

i n c l u d i n g  but n o t  l i m i t e d  to th e e r o s i o n  o f  th e  s u r f a c e  o f  the l and,

and d a m a g e  to f ish a n d w i l d l i f e  a nd  t h e i r  h a b i t a t ]  j
(4) r e s t o r e  an d  r e v e g e t a t e  d u r i n g  the t e r m  a n d  at t e r m i n a t i o n  

of the lease; a n d

(5) p r o t e c t  the i n t e r e s t s  o f  i n d i v i d u a l s  l i v i n g  in the 

g e n e r a l  a r e a  of the r i g h t - o f - w a y  wh o  r e l y  o n  th e  fish, w i l d l i f e ,  a n d
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b i o t i c  r e s o u r c e s  of the a r e a  fo r  s u b s i s t e n c e  p u r p o s e s .

(c) In the e v e n t  the c o m m i s s i o n e r  p r o p o s e s  to o f f e r  a l e a s e or

l e a s e s  to t wo  or m o r e  l e s s e e s  f o r  the s ame p i p e l i n e ,  the c o m m i s s i o n e r

ma y  i n c l u d e  t e r m s  in the l e a s e  or l e a s e s  w h i c h  e s t a b l i s h  the limit

of th e  o b l i g a t i o n s  a n d  l i a b i l i t i e s  of e a c h  l e s s e e  a r i s i n g  u n d e r  this

c h a p t e r  or u n d e r  t h e  l e a s e  or leases.

(d.) Th e  l e a s e  m a y  c o n t a i n  o t h e r t erms a n d  c o n d i t i o n s  tha t  w i l l

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

p e o p l e  o f  Alas k a .

* Sec. 10. AS 3 8 . 3 5 - 1 3 0  is a m e n d e d  to read:

Sec. 3 8 . 3 5 . 1 3 0 .  R I G H T - O F - W A Y  E A S E M E N T S  O R  L E A S E S  

A C Q U I R E D  F R O M  O T H E R S .  (a) The l e s s e e  m a y  [L E A S E S H A L L  C O N T A I N  TH E  

F U R T H E R  E X P R E S S  A G R E E M E N T  BY TH E  C A R R I E R  T H A T

(1) I T  W I L L ,  U P O N  A D E T E R M I N A T I O N  BY T H E  C O M M I S S I O N E R  A N D  

U P O N  R E A S O N A B L E  C O N D I T I O N S  A N D  A T  A J U S T  PRICE, C O N V E Y  TO T H E  S T A T E

A N Y  R I G H T S - O F - W A Y ,  R I G H T - O F - W A Y  P E R M I T S ,  E A S E M E N T S ,  O R  L E A S E S  P R E V I O U S L Y  

A C Q U I R E D  O R  T O  BE A C Q U I R E D  F O R  R I G H T - O F - W A Y  P U R P O S E S  F O R  T H E  P I P E L I N E  

S U B J E C T  TO T H E  LE A S E ;

(2) T H E  S T A T E  R E S E R V E S  T O  I T S E L F  A N D  T H E  L E S S E E  G R A N T S  TO 

T H E  S T A T E  T H E  S O L E  R I G H T  T O  C O N D E M N ,  BY D E C L A R A T I O N  OF  T A K I N G ,  R E A L  

P R O P E R T Y  F O R  R I G H T - O F - W A Y  P U R P O S E S  A N D  TO A C Q U I R E  TO T H E  E X T E N T  

F E D E R A L L Y  P E R M I S S I B L E  L E A S E S  OF O R  E A S E M E N T S  O R  R I G H T S - O F - W A Y  O N  

P U B L I C  L A N D S  B E L O N G I N G  T O  T H E  U N I T E D  S T A T E S  I N  T H I S  STA TE ,  I N C L U D I N G  

" W I T H D R A W N  P U B L I C  L A N D S "  AS T H A T  T E R M  IS D E F I N E D  I N  SECS. 3(E), 17(C)

A N D  (D)(3), A N D  22(1) OF T H E  A L A S K A  N A T I V E  C L A I M S  S E T T L E M E N T  A C T

(PL 9 2 - 2 0 3 ;  85 S T AT .  688; 43 U.S.C. 1601 E T  SE Q . ) ,  R E Q U I R E D  F O R  R I G H T -  

O F - W A Y  P U R P O S E S  F O R  T H E  P I P E L I N E  S U B J E C T  T O  T H E  LEASE;

(3) T H E  C A R R I E R  W I L L ] ,  if the c o m m i s s i o n e r  d e l e g a t e s  the 

f u n c t i o n  to it, c o n d e m n ,  b y  d e c l a r a t i o n  o f  t a k i n g ,  u n d e r
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I

AS 0 9 . 5 5 . ^ 2 0  - 0 9 . 5 5 . ^ 5 0 ,  re a l  p r o p e r t y  a n d  a c q u i r e  l e a s e s  of or 

e a s e m e n t s  or r i g h t s - o f - w a y  on [PUBLIC] lands In th e  s t a t e  [ B E L O N G I N G  TO 

T H E  U N I T E D  STAT E S,  I N C L U D I N G  " W I T H D R A W N  P U B L I C  L A N D S " ]  r e q u i r e d  for 

r i g h t - o f - w a y  p u r p o s e s  fo r  a [THE] p i p e l i n e  s u b j e c t  to th e  le a s e ,  on 

b e h a l f  of and  as agent for the state, in w h i c h  t i t l e  to or I n t e r e s t  

In the 1 and shall vest.

(b) The lease s h a l l  c o n t a i n  a c o v e n a n t  [ R E Q U I R E D  BY T HIS S E C T I O N  

S H A L L  BE A C C O M P A N I E D  BY A P R O V I S I O N ]  tha t the land, r i g h t - o f - w a y ,  

or e a s e m e n t  a c q u i r e d  u n d e r  this s e c t i o n  is or w i l l  f o r m  par t  of the 

l a n d  l e a s e d  to the le s s e e  [CARRIER].

K Sec. 11. AS 3 8 . 3 5 . 1 ^ 0  is r e p e a l e d  an d  r e - e n a c t e d  to read:

Sec. 38.3 5 . 1 ^ 0 .  P A Y M E N T  OF R E N T A L  A N D  COSTS. (a) The lease

p r i c e  for a r i g h t - o f - w a y  l e a s e  s h a ll  be the a n n u a l  f a i r  m a r k e t  j
I

r e n t a l  of the s t a te  l ands i n c l u d e d  in the r i g h t - o f - w a y  b a s e d  o n  the

a p p r a i s e d  f a i r  m a r k e t  v a l u e  of the land. Th e  a p p r a i s e d  f a i r  m a r k e t

v a l u e  of the l a n d  l e a s e d  f o r  r i g h t - o f - w a y  s h a l l  be d e t e r m i n e d  

w i t h o u t  r e g a r d  to any e n h a n c e m e n t  in va l u e  a t t r i b u t a b l e  s o l e l y  to the 

c o n s t r u c t i o n  of p i p e l i n e  f a c i l i t i e s  on the l a n d  or the use of the l a n d  

fo r  p i p e l i n e  p u r p o s e s . Th e  l ease p r i c e  is p a y a b l e  a n n u a l l y  in

a d v a n c e  on or b e f o r e  the a n n i v e r s a r y  of the lease. The a p p r a i s e d  I

f a i r  m a r k e t  r e n t a l  v a l u e  s h a l l  be a d j u s t e d  p e r i o d i c a l l y  u n d e r  the 

p r o v i s i o n s  of AS. 3 8 .05*105.

(b) The l es s e e  s h a l l  r e i m b u r s e  the s t a t e  f o r  all r e a s o n a b l e  ■

costs i n c u r r e d  in m o n i t o r i n g  the c o n s t r u c t i o n  o f  t h e p i p e l i n e  on 

t h e  r i g h t - o f - w a y .  j

* Sec. 12. AS 3 8 . 3 5 . 1 5 0  is r e p ealed.

* Sec. 13. AS 3 8 . 3 5 . l 6 0  Is a m e n d e d  to read:

Sec. 3 8 .35.160. T R A N S F E R  OF R I G H T - O F - W A Y  L E A S E  [, C E R T I F I C A T E S , ]  

O R  PI P EL I N E .  No l e s s e e  [ C A R RI E R ]  m a y  t r a n s f e r  [, A S S I G N , ]  or d i s p o s e  c 
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in any  m a n n e r  its r i g h t - o f - w a y  l e a s e ,  or any r i g h t s  u n d e r  the 

le a s e ,  [OR A N Y  P I P E L I N E ]  s u b j e c t  to the lea s e ,  w h e t h e r  on s t a t e  

[ P U B L I C ]  l a n d  or o t h e r  l a n d  in th e  s t a t e ,  e i t h e r  v o l u n t a r i l y  or 

i n v o l u n t a r i l y ,  d i r e c t l y  or i n d i r e c t l y ,  or by t r a n s f e r  of c o n t r o l  of any 

c o r p o r a t i o n  h o l d i n g  the l e a s e  [OR C E R T I F I C A T E  O R  O W N I N G  T H E  P I P E L I N E , ]  

to any p e r s o n ,  w i t h o u t  n o t i f y i n g  th e  c o m m i s s i o n e r  [ E X C E P T  T O  T H E  

E X T E N T  T H A T  T H E  C O M M I S S I O N E R ,  A F T E R  C O N S I D E R A T I O N  OF T H E  P U B L I C  I N T E R E S T  

C O N V E N I E N C E ,  A N D  N E C E S S I T Y ,  BY O R D E R  A U T H O R I Z E S  T H E  T R A N S F E R .  T H E  

C O M M I S S I O N E R  S H A L L  N O T  U N R E A S O N A B L Y  W I T H H O L D  T H I S  A U T H O R I Z A T I O N .  T H E  

A P P L I C A T I O N  S H A L L  BE D I S P O S E D  OF AS IF T H E  P R O P O S E D  T R A N S F E R E E  OR 

A S S I G N E E  W E R E  M A K I N G  A P P L I C A T I O N  U N D E R  SECS. 50 - 100 OF T H I S  C H A P T E R ] .

* Sec. 14. AS 3 8 . 3 5 . 1 7 0  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Sec. 3 8 . 3 5 . 1 7 0 .  F O R F E I T U R E  O F  LE A S E . . F a i l u r e  to b e g i n  c o n­

st r u c t i o n  of t h e  p i p e l i n e  f a c i l i t y  w i t h i n  a r e a s o n a b l e  t i m e  of the 

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

t he c o n t r o l  o f  t h e  l e s s e e  or f a i l u r e  of an o w n e r  of a n  i n t e r e s t  

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

of the r i g h t - o f - w a y  s h a l l  be g r o u n d s  f o r  f o r f e i t u r e  o f  the r i g h t - o f - w a y  

i n t e r e s t  o f  t h e  l e s s e e  or o w n e r  in a n  a c t i o n  b r o u g h t  by the c o m m i s­

si o n e r  in  t h e  s u p e r i o r  court. B e f o r e  th e c o m m e n c e m e n t  of a n y  a c t i o n  for 

f o r f e i t u r e  of an i n t e r e s t  in a r i g h t - o f - w a y  u n d e r  this s e c t i o n ,  

t h e  c o m m i s s i o n e r  s h a l l  g i v e  t h e  l e s s e e  o r  o w n e r  of the i n t e r e s t  n o t i c e  

in w r i t i n g  of t h e  a l l e g e d  d e f a u l t  a n d  s h a l l  not c o m m e n c e  the p r o c e e d i n g  

u n l e s s  th e l e s s e e  or o w n e r  of th e  i n t e r e s t  h a s  f a i l e d  to i n i t i a t e  g o o d  

f a i t h  e f f o r t s  to cure the d e f a u l t  w i t h i n  60 days o f  the n o t i c e  of the 

a l l e g e d  d e f a u l t .

* Sec. 15. AS 3 8 . 3 5 . l 8 0  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Sec. 3 8 .3 5 .l8 O. I N J U N C T I O N S .  W h e n  in the j u d g m e n t  of the 

c o m m i s s i o n e r  a p e r s o n  ha s  v i o l a t e d  or is a b o u t  to v i o l a t e  a p r o v i s i o n

" 1 3 -  H B  3



I

2

3

4

5

6

/

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

of this c h a p t e r  or c o v e n a n t , t e r m  or c o n d i t i o n  of a lease, the 

a t t o r n e y  g e n e r a l ,  on a d v i c e  of the c o m m i s s i o n e r ,  m a y  s e e k  a 

p r o h i b i t i o n  or- m a n d a t o r y  i n j u n c t i o n  f r o m  the s u p e r i o r  c ourt to r e m e d y  

the v i o l a t i o n .

* Sec. 16. AS 3 8 . 3 5 . 1 9 0 ( b ) ,  (c) an d  (d), AS 3 8 . 3 5 . 2 0 0  a n d AS 3 8 . 3 5 .220(d)j 

are repealed.

5 Sec. 17. AS 3 8 . 3 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

Sec. 38.35 . 2 2 5 .  J U D I C I A L  R E V I E W  OP D E C I S I O N S  OF C O M M I S S I O N E R  O N  

A P P L I C A T I O N .  (a) An a p p l i c a n t  or c o m p e t i n g  a p p l i c a n t  or a p e r s o n  

w h o  ra i s es  o b j e c t i o n s  w i t h i n  60 days of th e  p u b l i c a t i o n  o f  n o t i c e  u n d e r  

sec. 70 of thi s  c h a p t e r  are the only  p e r s o n s  w i t h  s t a n d i n g  to s e e k  

j u d i c i a l  r e v i e w  of a d e c i s i o n  o f  the c o m m i s s i o n e r .

(b) The o n l y  g r o u n d s  fo r  w h i c h  j u d i c i a l  r e v i e w  of a d e c i s i o n  

of the c o m m i s s i o n e r  are J

(1) f a i l u r e  to f o l l o w  the p r o c e d u r e s  set out in this 

c h a pter; or

(2) a b u s e  of d i s c r e t i o n  so c a p r i c i o u s ,  a r b i t r a r y  I
I

or c o n f i s c a t o r y  as to c o n s t i t u t e  a d e n i a l  o f  due pr o c e s s .

* Sec. 18. AS 3 8 . 3 5 . 2 3 0  is r e p e a l e d  an d  r e - e n a c t e d  to read:

Sec. 3 8. 3 5 . 2 3 0 .  D E F I N I T I O N S .  In this c h a p t e r

(1) " c o m m i s s i o n e r” m e a n s  the c o m m i s s i o n e r  o f  n a t u r a l  j

r e s o u r c e s ; I

(2) " n a t u r a l  gas" i n c l u d e s  a l l  h y d r o c a r b o n s  p r o d u c e d  at 

the w e l l h e a d  no t  d e f i n e d  as oil;

(3) "oil" i n c l u d e s  crude p e t r o l e u m  o i l  a n d  o t h e r  h y d r o c a r b o n s  

r e g a r d l e s s  of g r a v i t y  w h i c h  are p r o d u c e d  at t he  w e l l h e a d  in l i q u i d

f o r m  a n d the l i q u i d  h y d r o c a r b o n s  k n o w n  as d i s t i l l a t e  o r  c o n d e n s a t e

r e c o v e r e d  or e x t r a c t e d  fr o m  gas, o t h e r  t h a n  gas p r o d u c e d  in a s s o c i a t i o n

w i t h  oil an d  c o m m o n l y  k n o w n  as c a s i n g h e a d  gas;

H B  3 “1/j~
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(4) " p r o d u c t "  m e a n s  r e f i n e d  c r u d e  oil, c r u d e  tops,

t o p p e d  crude, p r o c e s s e d  c r u de  p e t r o l e u m ,  r e s i d u e  f r o m  c r u d e  p e t r o l e u m ,  

c r a c k i n g  s t o c k ,  u n c r a c k e d  f u e l  oil ,  fue l  oil, t r e a t e d  c r u d e  oil, 

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

n a p h t h a ,  d i s t i l l a t e ,  g a s o l i n e ,  k e r o s e n e ,  b e n z i n e ,  w a s h  oil, w a s t e  oil, 

b l e n d e d  g a s o l i n e ,  l u b r i c a t i n g  oil, b l e n d s  o r  m i x t u r e s  of p e t r o l e u m  and 

any l i q u i d  p r o d u c t s  or b y - p r o d u c t  d e r i v e d  f r o m  c r u d e  p e t r o l e u m  o i l  or 

n a t u r a l  g a s ;

(5) " s t a t e  land" m e a n s

(A) " s t a t e  la n d s"  as d e f i n e d  in AS 3 8 . 0 5 . 3 6 5 ;

(B) p u b l i c  l a n d  o f  the U n i t e d  S t a t e s  s e l e c t e d  by the

s t a t e  u n d e r  sec. 6 o f  the A l a s k a  S t a t e h o o d  A c t  of 1 9 5 8  (PL 85-508; 

72 Stat. 399), as a m e n d e d ,  a n d  r e a l  p r o p e r t y  of the U n i t e d  

S t a t e s  t r a n s f e r r e d  to t h e  s t a t e  u n d e r  secs. 21, 35 a n d  45 o f  the

A l a s k a  O m n i b u s  Act o f  1959 (PL 86 - 70; 73 S tat. l4l), as

a m e nded.

* Sec. 19. AS 0 9 • 5 5 • 2 4 0 ( a ) (12) is a m e n d e d  to read:

(12) [ S U B J E C T  T O  T H E  R E Q U I R E M E N T S  OF T H E  A L A S K A  R I G H T - O F - W A Y  

L E A S I N G  A C T  O F  1 9 7 2  (AS 3 8 . 3 5 ) , ]  for th e  l o c a t i o n  o f  p i p e l i n e s  for 

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

or a r t i f i c i a l  gas or o i l o r  an y  l i q u i d  or g a s e o u s  h y d r o c a r b o n s ,  

i n c l u d i n g ,  b u t  no t  l i m i t e d  to, p u m p i n g  s t a t i o n s ,  t e r m i n a l s ,  s t o r a g e  

t a n k s ,  or r e s e r v o i r s ,  a n d  r e l a t e d  i n s t a l l a t i o n s .

* Sec. 20 AS 38.0.5.020(c)(1) is a m e n d e d  to read:

(1) g r a n t i n g  l e a s e s  of s t a t e  [ P U B L I C ]  l a n d  [AND I S S U I N G  

C E R T I F I C A T E S ]  for p i p e l i n e  r i g h t - o f - w a y  p u r p o s e s ;

s Sec. 21. AS 3 8 . 0 5 . 0 2 0 ( c ) ( 2 )  is a m e n d e d  to read:

(2) l e a s i n g ,  p u r c h a s i n g ,  or o t h e r w i s e  a c q u i r i n g  ( i n c l u d i n g  

c o n d e m n i n g  b y  d e c l a r a t i o n  of t a k i n g ) , e a s e m e n t s  or o t h e r  i n t e r e s t s  in
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[ON P R I V A T E  O R  F E D E R A L ]  l a n d  in this s t a t e  for the p u r p o s e  of u t i l i z i n g

or g r a n t i n g  lea s es  of the land, e a s e m e n t s  or i n t e r e s t s  f o r  p i p e l i n e

r i g h t - o f - w a y  p u r p o s e s ;

* Sec. 22. AS 3 8 . 0 5 . 0 2 0 ( c ) ( 3 )  is rep ea l e d .

* Sec. 23. AS 3 8 . 0 5 . 0 2 0 ( c ) ( 4 )  is a m e n d e d  to read:

( i I  ̂ *3 V> T f A  n  +■ 1  4— -3 M  IX, * TO r\ + -  4— ^  iys ^  .3 1
V . - r /  j . i i v o o o 4 . 5 a o j . n 5  c t i i ^  i i i Q o o c i  o  c :  i ' i i x i  C L i i ^  i c o o c c

[CA RR I E R ]  w i t h  a v i e w  to a s s u r i n g  c o m p l i a n c e  by it w i t h  its 

r i g h t - o f - w a y  lease, [ C E R T I F I C A T E S  I S S U E D  U N D E R  T H A T  L E A S E , ]  this 

ch a p t e r ,  an d  any o t h e r  a p p l i c a b l e  s t a t e  o r  f e d e r a l  law;

35 Sec. 24. AS 3 8 . 0 5 . 3 3 0  is a m e n d e d  to read:

Sec. 3 8 . 0 5 . 3 3 0 .  PERMITS. Th e  d i r e c t o r ,  w i t h o u t  the p r i o r  

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

e a s e m e n t s  on s t a t e  land for s e c o n d a r y  ro a d s,  t r a i l s ,  d i t c h e s ,  f i e l d  

g a t h e r i n g  lines or t r a n s m i s s i o n  a n d  d i s t r i b u t i o n  p i p e l i n e s  not 

s u b j e c t  to AS 38.35, t e l e p h o n e  and t r a n s m i s s i o n  lines, log s t o r a g e ,  

oil w e l l  d r i l l i n g  sites and p r o d u c t i o n  f a c i l i t i e s  for th e  p u r p o s e s  

of r e c o v e r i n g  m i n e r a l s  f r o m  a d j a c e n t  l a n d s  u n d e r  v a l i d  lease, a n d

o t h e r  s i m i l a r  u ses or I m p r o v e m e n t s ,  or fo r  the l i m i t e d  p e r s o n a l  use

of t i m b e r  or m a t e r i a l s .  T h e  c o m m i s s i o n e r ,  u p o n  r e c o m m e n d a t i o n  o f  the 

d i r e c t o r ,  s h a l l  e s t a b l i s h  a r e a s o n a b l e  r a t e  or fee s c h e d u l e  to be 

c h a r g e d  for t h e s e  uses. In the g r a n t i n g ,  s u s p e n s i o n  o r  r e v o c a t i o n  of 

a p e r m i t  or e a s e m e n t  of lands, the d i r e c t o r  s h a l l  give p r e f e r e n c e  to 

t h a t  use of the lan d  w h i c h  w i l l  be of g r e a t e s t  e c o n o m i c  b e n e f i t  to the 

s t a t e  an d  the d e v e l o p m e n t  of its r e s o u r c e s .  H o w e v e r ,  f i r s t  p r e f e r e n c e  

s h a l l  be g r a n t e d  to the u p l a n d  o w n e r  for the us e  of a t r a c t  o f  t i d e l a n d ,  

or t i d e l a n d  and c o n t i g u o u s  s u b m e r g e d  land, w h i c h  is s e a w a r d  o f  the 

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

o w n e r  for  any  of the p u r p o s e s  fo r w h i c h  the u s e  m a y  be g r anted.

* Sec. 25. This Act t akes e ff e c t  o n  the da y a f t e r  its p a s s a g e  and
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a p p r o v a l  or on the day It b e c o m e s  law  w i t h o u t  ap proval.
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