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O r i g i n a l  s p o n s o r :  R u l e s  C o m m i t t e e  by
r e q u e s t  of the G o v e r n o r

O f f e r e d :  1 0 / 3 1 / 7 3
R e f e r r e d :  F i n a n c e

IN T H E  H O U S E BY  T H E  J U D I C I A R Y  C O M M I T T E E

CS F O R  H O U S E  B I L L  N O . 3 

I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF  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 N

A B I L L

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  to l e a s e s  of 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  gas; a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

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

* S e c t i o n  1. AS 3 8 . 3 5 . 0 / 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. £aj R i g h t s - o f - w a y  

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

r o a d  o r  h i g h w a y  or t h e  r i g h t - o f - w a y  of a r a i l r o a d  or 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 ,  u p o n ,  over, or u n d e r  a r i v e r  o r  o t h e r  b o d y  

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

g r a n t e d  by n o n c o m p e t i t i v e  l e a s e  by the c o m m i s s i o n e r  for p i p e l i n e

p u r p o s e s  for t h e  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  g a s  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  or  [AND] 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  

E x c e p t  to the e x t e n t  a u t h o r i z e d  by an oil a n d gas l e a s e  or u n i t  

a g r e e m e n t  a p p r o v e d  by t h e  st a te ,  no p e r s o n  m a y  e n g a g e  in any 

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  [, OR T R A N S P O R T A T I O N ,  

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

n a t u r a l  gas 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 or is p r o p o s e d  to 

be on s t a t e  [ P U B L I C ]  l a n d  [,] u n l e s s  tha t  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  the 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  the la n d  

u n d e r  thi 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 ,  OR SALE, IF S U B J E C T  

T O  T H E  LEA S E ,  W I L L  B E  IN A C C O R D A N C E  W I T H  ITS  T E R M S ] .
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(b) Th i s  chapter- 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  f o r  the

$

CSHB

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  lines.

Sec, 2, AS 3 8 , 3 5 , 0 3 0  is a m e n d e d  to read;

Sec. 3 8 .3 5 , 0 3 0 .  A B A N D O N M E N T ^  [OF OR] R E D U C T I O N  O R  I M P A I R M E N T  OF 

S E R V I C E  OF P I P E L I N E  B Y  L E S S E E  [CARRIER], N o  l e s s e e  [ C A R R I E R ]  m a y  

a b a n d o n  a n y  p o r t i o n  of a p i p e l i n e  that is [ON S T A T E  P U B L I C  L A N D  OR] 

s u b j e c t  to a r i g h t - o f - w a y  [THE] l e a s e , or a b a n d o n  a n y  o p e r a t i o n ^

[OR] t r a n s p o r t a t i o n 5 s e r v i c e ,  or sale by it, or r e d u c e  or i m p a i r  

s e r v i c e ,  u n l e s s  the l e s s e e  [CARRIER] has f irst n o t i f i e d  [ A P P L I E D  F O R  

AND] the c o m m i s s i o n e r  in the f o r m  and 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 .

T o  the e x t e n t  t hat t his r e q u i r e m e n t  w o u l d  I n t e r f e r e  w i t h  or w o u l d  be 

i n c o n s i s t e n t  w i t h  f e d e r a l  or o t h e r  s t a te  law or w i t h  r e g u l a t i o n s  or 

r u l i n g s  of a f e d e r a l  r e g u l a t o r y  a g e n c y  or the A l a s k a  P i p e l i n e  C o m m i s­

sion, it is i n a p p l i c a b l e  [HAS G R A N T E D  A C E R T I F I C A T E  T H A T  T H E  A B A N D O N­

MEN T ,  R E D U C T I O N ,  O R  I M P A I R M E N T  IS IN A C C O R D A N C E  W I T H  T H E  T E R M S  O F  T H E  

L E A S E ] .

Sec. 3. AS 3 8 . 3 5 . 0 4 0  is a m e n d e d  to read;

Sec. 3 8 . 3 5 . 0 4 0 .  T E M P O R A R Y  O R  E M E R G E N C Y  S E R V I C E  O R  [ T E M P O R A R Y ]  

A B A N D O N M E N T ,  R E D U C T I O N  O R  I M P A I R M E N T  OF  S E R V I C E  BY L E S S E E  [ C A R R I E R ] .

T h e  c o m m i s s i o n e r  m a y , e i t h e r  u p o n  a r e q u e s t  m a d e  in th e  f or m  he 

r e q u i r e s  [SHALL] by r e g u l a t i o n  [REQ U I R E ] ,  or u p o n  his o w n  m o t i o n  

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

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

m e n t  of s e r v i c e  b y  a p i p e l i n e  of a l e s s e e  [ C A R R I E R ] w i t h o u t  c o m p l i a n c e  

w i t h  s e c s . 50 - 100 of thi s  c h apter. N o t h i n g  in this s e c t i o n  p r e v e n t s  I 

a l e s s e e  [CA R R I E R ]  f r o m  t e m p o r a r i l y  s u s p e n d i n g  o p e r a t i o n s  in the 

e v e n t  of an e m e r g e n c y  w h i c h  t h r e a t e n s  p u b l i c  h e a l t h  or s a f e t y ; h o w e v e r , 

n o t i c e  s h al l  be g i v e n  th e  c o m m i s s i o n e r  as s o o n  as p o s s i b l e . T o  the 

e x t e n t  that a p r o v i s i o n  of this s e c t i o n  w o u l d  i n t e r f e r e  w i t h  or be 
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i n c o n s i s t e n t  w i t h  f e d e r a l  or o t h e r  s t a t e  law or w i t h  r e g u l a t i o n s  or

r u l i n g s  of a f e d e r a l  r e g u l a t o r y  a g e n c y  or the A l a s k a  P i p e l i n e  C o m m i s­

sion, it is i n a p p l i c a b l e .

* Sec. . AS 3 8 . 3 5 . 0 5 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 . 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  L E AS E S .  (a) A 

p e r s o n  o r  p e r s o n s  d e s i r i n g  to o w n  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 s t a t e land, s h a l l  a p p l y  for a n o n c o m­

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

(b) A p p l i c a t i o n s  u n d e r  (a) of t h i 3  s e c t i o n  s h a l l  be m a d e  in a 

f o r m  an 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 a n  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 a n g e  in th e a p p l i c a t i o n  is s u bj e c t  

to t h e  p r o v i s i o n s  o f  t h i s  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. 5. AS 3 8 . 3 5 . 0 6 0  is r e p e a l e d .

* Sec. 6. AS 3 8 . 3 5 . 0 7 0  is a m e n d e d  to read:

Sec. 3 8 . 3 5 . 0 7 0 .  N O T I C E  O F  A P P L I C A T I O N .  (a) U p o n  r e c e i v i n g  

n o t i f i c a t i o n  u n d e r  sec. 30 or an a p p l i c a t i o n  u n d e r  sec. 50 [OR 60] 

of this 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

(.1) c a u s e  n o t i c e  of it to a p p e a r  in a [THE] 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  I n th e  v i c i n i t y  of [ N E A R E S T ]  the

l o c a t i o n  of t h e  p r o p o s e d  p i p e l i n e , t he  n o t i c e to I n c l u d e :

( A  ) a g e n e r a l  d e s c r i p t i o n  of the lan d I n v o l v e d ;

(B) a, s u m m a r y  o f  the s u b s t a n c e  of the a p p l i c a tion;

(C  ) the tim e  a n d  p l a c e  of p u b l i c h e a r i n g  to b e  h e l d

o n the a p p l l c a t i o n ;

(2) f i l e  c o p i e s  of th e  a p p l i c a t i o n  w i t h  e a c h  c o o r d i n a t e  

a g e n c y ;  [AMD]

(3) f u r n i s h  at cos t  c o p i e s  of a n o t i c e  or a p p l i c a t i o n  to 

p e r s o n s  r e q u e s t i n g  themj__ a n d
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(4) p r o v i d e  o t h e r  p u b l i c a t i o n  and 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  a n 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 the a p p l i c a t i o n .

* See. 7« AS 3 8 . 3 5 . 0 8 0  Is a m e n d e d  to read:

Sec. 3 8 . 3 5 . 0 8 0 .  A N A L Y S I S  [OF A P P L I C A T I O N ]  A N D  P U B L I C  H E A R I N G .

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

the a p p l i c a t i o n  or n o 1 1f i c a t i o n 3 p r e p a r e  an a n a l y s i s  of the a p p l i c a t i o n  

or of the m a t t e r  of w h i c h  he was n o t i f i e d , i n c l u d i n g  a p r o p o s a l  for 

a c t i o n  if f e a s i b l e ;  a p r o p o s e d  l ea s e  [OR C E R T I F I C A T E  O R  B O T H ]  a n d  a 

g e n e r a l  s t a t e m e n t  of his b a s i s  an d p u r p o s e s s if f a v o r a b l e  a c t i o n  is 

p r o p o s e d ;  o r 5 w h e n  a p r o p o s a l  for a c t i o n  is no t  f e a s i b l e  b e f o r e  a 

h e a r i n g 3 a d e s c r i p t i o n  of the s u b j e c t s  an d  i s s u e s  in v o lv e d .

(b) U p o n  c o m p l e t i o n  of the a n a l y s i s  b u t  not les s  t h a n  30 d a y s  

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

me n t  to an  a p p l i c a t i o n  or a m a t t e r  of w h i c h  he w a s  n o t i f i e d  u n d e r  

sec. 30 of thi s  c h a p t e r 9 th e  c o m m i s s i o n e r  s h a l l  p u b l i s h  n o t i c e , a n d 

m a k e  c o p i e s  a v a i l a b l e  as p r o v i d e d  In sec. 70 of this chapter.

(c) T h e  c o m m i s s i o n e r  s h a l l  set a l l  a p p l i c a t i o n s  an d  m a t t e r s  of 

w h i c h  he w a s  n o t i f i e d  for p u b l i c  h e a r i n g  as s o o n  as p r a c t i c a b l e .

(d) E x c e p t  to the e x t e n t  s p e c i f i e d  i n  sec. 190(b) of thi s  

c h a p t e r s the 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) 

d o  not a p p l y  to h e a r i n g s  h e l d  u n d e r  t his section.

* Sec. 8. AS 3 8 . 3 5 . 1 0 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 . 1 0 0 .  D E C I S I O N  ON A P P L I C A T I O N .  (a) The c o m m i s­

sio n e r  shall p r o m p t l y  d e t e r m i n e 5 o n  a n  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 o f  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  a n d  ab l 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 l i v e s 3 

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 A l a s k a .  In 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  or not 

C S H B  3 _l*_
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(1) the p r o p o s e d  u s e  o f  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 s e s  o f  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 he  a p p l i c a n t  has th 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) the 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 the 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  b u t no t  l i m i t e d  to, e r o s i o n  of the s u r f a c e  

o f  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  an 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  th e  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  

i n  the g e n e r a l  a r e a  o f  the r i g h t - o f - w a y  w h 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  o f  t h e  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) the a p p l i c a n t  has the f i n a n c i a l  c a p a b i l i t y  to pay 

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  o n  

c l a i m s  r i s i n g  f r o m  th e  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  o f  th e  p i p e l i n e ,

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

not fit, w i l l i n g ,  a n d  a b l 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  

p r o p o s e d  ac t s  in a m a n n e r  tha t  w i l l  r e a s o n a b l y  p r o t e c t  the li v es ,  

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  A l a s k a ,  the c o m­

m i s s i o n e r  s h a l l  d e n y  t h e  a p p l i c a t i o n .  If be d e t e r m i n e s  t hat the 

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

o f f e r  the a p p l i c a n t  a le a s e ,

55 See, 9. AS 3 8 , 3 5 . 1 1 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 1 0 ,  T E R M  OF  LEASE. T h e  c o m m i s s i o n e r  sh a l l

-5 -  C S H B  3
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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  t a k e  into c o n s i d e r a t i o n  the cost of 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, a n 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  f o 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  shall e x t e n d  the t e r m  of the l e a se  for a d d i t i o n a l  

p e r i o d s  of t ime 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  fo r  the 

p u r p o s e s  fo r  w h i c h  the l e a s e  was 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  t e rm s  of the l e a se  su b j e c t  to a d d i t i o n a l  terms an 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  the liv 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  of Alas k a .

Sec. 10. A S  3 8 . 3 5 - 1 2 0  is a m e n d e d  to read:

Sec. 3 8 . 3 5 . 1 2 0 .  C O V E N A N T S  [ R E Q U I R E D ]  T O  B E  I N C L U D E D  IN LE A S E .

(a) A n o n c o m p e t i t i v e  l e a s e  of st a t e  p u b l i c  l a n d  for 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 30 0 0 5000 or m o r e  m a y  

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

pr 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 le a se ,  that

[(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  T H E  

T E R M S  A N D  C O N D I T I O N S  OF TH 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  OR A N Y  P A R T  OF A P I P E L I N E  ON  S T A T E  P U B L I C  LAND, 

I N C L U D I N G  T H E  P O R T I O N S  OF  T H 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  LAND;

(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  OR D U R I N G  T H E  T I M E  P E R I O D  A N D  IN 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  IN T H E  L E A S E  OR 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  OF TH E  P I P E L I N E  IN T H E  ST A TE ,  B O T H  ON  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  TH E L E A S E  A N D  O N  O T H E R  L AND, 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  OR  O T H E R  A C T  R E Q U I R E D  TO BE 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  LEA S E ,  OR O P E R A T I O N  OF, OR T R A N S P O R T A T I O N ,  S E R V I C E ,
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O R  S A L E  BY T H E  P I P E L I N E  IN G O O D  F A I T H  A N D  IN A C C O R D A N C E  W I T H  THE 

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  of 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 ;  in p e r f o r m i n g  as a c o m m o n  c a r r i e r  it 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  o i l  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  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  an d  t a r i f f s ;  th e  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  by this 

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

o w n e d  or o p e r a t e d  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  u n d e r  the 

N a t u r a l  Gas Ac t  (52 Stat. 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  by s t a t e  or p o l i t i c a l  s u b d i v i s i o n s  with, j u r i s­

d i c t i o n  to r e g u l a t e  th e  r a t e s  a n d  c h a r g e s  for sale o f  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  [ A S S U M E S  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  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  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  A L L  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  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  T O  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 T H E  V I C I N I T Y  OF T H E  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  TH E  

L E A S E  A N D  ON O T H E R  L A N D ;  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  G A S P I P E L I N E  A N D  IS S U B J E C T  B Y  V I R T U E  OF T H I S  O P E R A T I O N  

T O  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  GA S  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 .  717 E T  S E Q  „), IT W I L L  A S S U M E  TH E  

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  

T H E  L E A S E  A S  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  OF T H E  A C T S  

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  A T  A N Y  T I M E  A F T E R  T H E  E X E C U T I O N  

OF T H E  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  

T H A T  A S S U M P T I O N  O F  T H I S  S T A T U S  IS R E Q U I R E D  IN O R D E R  T O  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 ] ;
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[(4) IT W I L L  A S S U M E  T H E  S T A T U S  OP 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  OP 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 T H E  V I C I N I T Y  OF 

T H E  P I P E L I N E  S U B J E C T  TO T H E  L E A S E  AND  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  G A S  T H A T  IS O F F E R E D  IT W H E N  A T  ANY T I M E  A F T E R  TH E  

E X E C U T I O N  OP T H E  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  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  IN 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 ,  '.CONVENIENCE, A N D  N E C E S S I T Y ;

(5) IT 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  OR P U R C H A S E

C R U D E  O I L  OR N A T U R A L  GAS W I T H O U T  U N J U S T  OR 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 ON E  P R O D U C E R  OR 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  IN T H E  S A M E  FI 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  A S  B E T W E E N  F I E L D S  IN 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  OR N A T U R A L  GAS, D E P E N D I N G  O N  TH 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  OR O F F E R E D  IN TH 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  SHALL, 

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  TO 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  TO BE R E A S O N A B L E ;

(6) IT W I L L  E X C H A N G E  C R U D E  O I L  OR 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 IN 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  AN 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  GAS A T  E V E R Y  L O C A L I T Y  R E A C H E D  B Y  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  TO R A T E S  A N D  R E G U L A T I O N S  M A D E  B Y  T H E  

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

(7) The l e s s e e  g r a n t s  the s t a t e  the 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 bl e  n o t i c e , a n  u n d i v i d e d  i n t e r e s t  in the e n t i r e  

l e n g t h  of the p i p e l i n e  w i t h i n  t h e s t ate, not to e x c e e d  five

pe r  cent; the p u r c h a s e  p r i c e  s h al l  be c a l c u l a t e d  on th e  . 

ba s i s  o f  the t o t a l  v a l u e  of c a r r i e r  p r o p e r t y  as d e f i n e d  by
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t h e  I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  u n i f o r m  s y s t e m  of a c c o u n t s ,  pl u s  

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

c o m m e n c e m e n t  of o p e r a t i o n s ;  I n t e r e s t  d u r i n g  c o n s t r u c t i o n  s h a l l  be 

c a l c u l a t e d  at a n  a n n u a l  r a t e  e q u i v a l e n t  t o  125 p e r  c e n t  of the be s t  

i n t e r e s t  r a t e  o f f e r e d  d u r i n g  the y e a r  by the F i r s t  N a t i o n a l  C i t y  B a n k  

o f  N e w  Y o r k  o n  9 0 - d a y  l o a n s  to s u b s t a n t i a l  an d  r e s p o n s i b l e  c o m m e r c i a l  

b o r r o w e r s ;  t h e  l e s s e e  s h a l l  a d d i t i o n a l l y  a g r e e  not to sell, t r a n s f e r  

or o t h e r w i s e  d i s p o s e  of (to a p e r s o n  o t h e r  t h a n  a n o t h e r  o w n e r  of the 

p i p e l i n e ,  i n c l u d i n g s u b s i d i a r i e s , p a r e n t s ,  a n d  a f f i l i a t e s  of the 

o w n e r s )  a l l  o r  a n y  p a r t  o f  a p i p e l i n e  s u b j e c t  i n  a n y  p a r t  t o  the lease 

e x c e p t  a f t e r  o f f e r i n g  t h a t  i n t e r e s t  to the state, to w h i c h  t h e  le s s e e  

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

o f f e r e d  b y  or to a n y  b o n a  fide, p r o s p e c t i v e  p u r c h a s e r  w h o  is r e a d y ,  

w i l l i n g  a n d  a b l e  to p u r c h a s e  it; b u t  th e  s t a t e  m a y  n o t  a c q u i r e  m o r e  

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

of the p i p e l i n e  w i t h i n  t h e  s t a t e  [THE L E S S E E  G R A N T S  T O  T H E  S T A T E  

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

I N  T H E  E N T I R E  L E N G T H  O F  T H E  P I P E L I N E  W I T H I N  T H E  ST A T E ,  N O T  T O  E X C E E D  

2 0  P E R  C ENT; T H E  P U R C H A S E  P R I C E  S H A L L  B E  A T  A R E A S O N A B L E  F I G U R E  SE T 

O U T  IN T H E  L E A S E  A T  T H E  T I M E  O F  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  O F 

T H I S  I N T E R E S T  MA Y ,  A T  T H E  O P T I O N  OF T H E  STA T E ,  B E  M A D E  IN S T A G E S ;  

E X E R C I S E  O F  A N  O P T I O N  T O  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  T O  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 ;  T H E  

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

E X E R C I S E  O F  I T S  O P T I O N  U N D E R  T H I S  P A R A G R A P H  IS S U B J E C T  T O  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  A N 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  t h a t  t h e  s t a t e  m a y  p r e s c r i b e  b y  r e g u l a t i o n  or l a w  as
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n e c e s s a r y  an d  a p p r o p r i a t e  for  p u r p o s e s  of a d m i n i s t r a t i o n  of t his 

chapter;

(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 e s  to the s t a te  

a n 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  th e  r i g h t  of a c c e s s  to its 

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

an d  c o p y i n g  of r e c o r d s ;

(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  [AND 

C O N S I S T E N T  W I T H  T H E  P R I M A R Y  F U N C T I O N  OF T H 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 ]  on th e  p i p e l i n e  s u b j e c t  to the lease. [BOTH ON S T A T E  

L A N D  AN D  O T H E R  L A N D  IN T H E  S T A T E , ]  fo r th e  p u r p o s e  of d e l i v e r i n g  

c r u d e  o i l  or n a t u r a l  gas, d e p e n d i n g  on th e  k i n d  of 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  for the p u r c h a s e  at w h o l e s a l e  of c r u d e  oil

or n a t u r a l  g a s  t r a n s p o r t e d  by  the p i p e l i n e  [ D E S I R I N G  T O  P U R C H A S E  W H O

A R E  L O C A T E D  I N  M U N I C I P A L I T I E S  IN T H E  V I C I N I T Y  OF T H E  P I P E L I N E ] ;

(11) it w i l l ,  at i t s o w n  e x p e n s e ,  d u r i n g  t h e  t e r m  of th e

l ease

(A) m a i n t a i n  the l e a s e h o l d  a n 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  the h i g h e s t  d e g r e e  of c a r e  i n  u s i n g  the

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 [ O R  

D E S T R U C T I O N  OF] the l e a s e h o l d  [OR 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  for 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  of p u b l i c  o r p r i v a t e  p r o p e r t y  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  of th e  l e a s e h o l d  or p i p e l i n e  r e g a r d l e s s  

of fault, n o t w i t h s t a n d i n g  the l i m i t a t i o n s  of AS 4 6 . 0 3 . 8 2 2 ( 1 ) (B) ,

(C) a n d  (D), a n d  4 6 . 0 3 . 8 2 2 ( 2 ) ;

[(12) IT  W I L L  N O T  T R A N S F E R ,  A S S I G N ,  OR D I S P O S E  OF IN A N Y  
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M A N N E R ,  D I R E C T L Y  OR I N D I R E C T L Y ,  O R  BY T R A N S F E R  OF 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 ,  IT S  I N T E R E S T  IN A R I G H T - O F - W A Y  L E A S E ,  O R  A N Y  

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

AS A U T H O R I Z E D  B Y  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  CA 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  T O  T H E  

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

(13) it w i l l  f i l e  w i t h  th e  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  of th e  s t a t e  to be its r e g i s t e r e d  

a g e n t  i n  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  o f  the c o m m i s s i o n e r ;  if it f a i l s  to a p p o i n t  a n  

a g e n t  f o r  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 c o p y  in the 

o f f i c e  o f  the c o m m i s s i o n e r  a n d  f i l i n g  a c o p y  of it in the o f f i c e

o f  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 c o p y .to l e s s e e ' s  last 

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

(14) the a p p l i c a b l e  l a w  of 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  o f  i n t e r p r e t a t i o n  o f  the l e a s e ^

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

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  a n d  It w i l l  i n d e m n i f y  the s t a t e  for 

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

( 1 6  )  it w i l l  p r o c u r e  a n d  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 st a t e 

o r  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 t e r m s  a n d  c o n d i t i o n s  

th e  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 ds  tha t  

the net a s s e t s  o f  the l e s s e e  a r e  i n s u f f l 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  f o r  w h i c h  th e  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  o r  o p e r a t i o n  of the p i p e l i n e ;

(17) it w i l l  no t  I n t e r f e r e  w i t h  c o n s t r u c t i o n  and o p e r a t i o n  of

a n y  o i l or gas p i p e l i n e  a u t h o r i z e d  by th e  c o m m i s s i o n e r  for l o c a t i o n  o n  tl
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r i g h t - o f - w a y s  s u b j e c t  to c o m p e n s a t i o n  of the p r i o r  l e s s e e  by the s u b s e­

qu e n t  l e s s e e  f o r  an y  d a m a g e  to or I n t e r f e r e n c e  w i t h  th e  o p e r a t i o n  of the

(b) Th e  l e a s e  w i l l  a l s o  c o n t a i n  t e r m s  a n d  c o n d i t i o n s  t h a t  are 

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 l e s s e e ,  to the 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  o f  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 re s t ;

(3) p r e v e n t  an y  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  impact,, 

i n c l u d i n g  but no t  l i m i t e d  to the e r o s i o n  of the s u r f a c e  of the land, 

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 ;

(4) r e s t o r e  a nd  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  

o f  the lease; a n d

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  the fish, w i l d l i f e ,  a nd  

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 ,

(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 two or m o r e  l e s s e e s  fo r  the s a m e  p i p e l i n e ,  the c o m m i s s i o n e r  

m a 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 l imit

of the 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  o f  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  the l e a s e  or leases,

(d) The l e a s e  m a y  c o n t a i n  o t h e r  t e r m s  a n d  c o n d i t i o n s  t h a t  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  o f  the 

p e o p l e  of A l a s k a .

& o i n  a o  -> O or* n o o  j — ~   j  ^ gi x -    j  .
'* • jl.x  . i-io j u .  j > j o u  ± t >  c t u l e n u t i u .  u u  i * 0 c t u ;

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  OR L E A S E S  

A C Q U I R E D  F R O M  OTHE 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  T H E

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

(2) p r o t e c t  s a n d  p r l v

(5) 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

C S H B  3 -12 -
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(1) IT W I L L ,  U P O N  A D E T E R M I N A T I O N  B Y  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  P R I C E ,  C O N V E Y  T O  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  PE R M I T S ,  E A S E M E N T S ,  OR 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  T O  T H E  LE A S E ;

(2) T H E  S T A T E  R E S E R V E S  TO 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 ,  B Y  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  T O  A C Q U I R E  T O  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  OR R I G H T S - O F - W A Y  ON 

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  IN T H I S  STATE, 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 "  A S  T H A T  T E R M  IS D E F I N E D  IN SECS. 3(E), 17(C)

A N D  (D)(3), A N D  22(1) O F  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 92-2 0 3 ;  85 S TAT. 688; 43 U. S . C . 160 1  E T  S E 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

AS 0 9 . 5 5 . 4 2 0  - 0 9 . 5 5 . 4 5 0 a  r e 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  o f  o r  

e a s e m e n t s  or r i g h t s - o f - w a y  o n  [ P U B L I C ]  l a n d s  in the s t a t e  [ B E L O N G I N G  TO 

T H E  U N I T E D  S T A T 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  f o r  a [THE] p i p e l i n e  s u b j e c t  to the lea s e ,  on 

b e h a l f  o f  a n d  as a g e n t  f o r  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 l a n d  s h a l l  v e s t .

( b ) Th e  l e a s e  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  B Y  T H I S  S E C T I O N  

S H A L L  B E  A C C O M P A N I E D  B Y  A P R O V I S I O N ]  t hat the l and, 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  p a r t  o f  the 

l a n d  l e a s e d  to the l e s s e e  [ C A R R I E R ] .

* Sec. 12. AS 3 8 .35, .140 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 4 0 .  P A Y M E N T  O F  R E N T A L  A N D  COSTS. (a) The l e a s e  

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

- 1 3 -  C S H B  3
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r e n t a l  of th e  s t a t e  l a n d s  I n c l u d e d  I n  t h e  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. T h e  a p p r a i s e d  fai r  m a r k e t  

v a l u e  of the l a n d  l e a s e d  fo 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 v a 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 th e  l a n d  or th e  u s e  o f  the lan d  

fo r  p i p e l i n e  p u r p o s e s . T h e  l e a s e  p r i c e  is p a y a b l e  a n n u a l l y  i n

«  4 -  U  —  «  ^ «  4  ~  ~  4- U  >-» r r i U r t  r . « » v i r . 4  r . / s ^
a u v a i i u c  u n  u i  u c a  u x  c  l / a i c t  c t i  J.J. a _ l  v  c r  J .  o c z x  y  u j .  u n c  x c a o c  «  i i i c  a p p x  a x o c u

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 .0 5 . 1 0 5 .

(b) T h e  l e s 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  a l l  r e a s o n a b l e  

c o s t s  i n c u r r e d  in m o n i t o r i n g  th e  c o n s t r u c t i o n  of the p i p e l i n e  on 

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

* S e c . 13. AS 3 8 . 3 5 . 1 5 0 ( b )  a n d  (c) ar e  r e p e a l e d .

* S e c . 14. AS 3 8 . 3 5 . 1 6 0  is a m e n d e d  to r e a d :

Sec. 3 8 . 3 5 . 1 6 0 .  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 ,]

OR P I P E L I N E . N o  l es s e e  [CA R R I 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

of i n  a n y  m a n n e r  its r i g h t - o f - w a y  l e a s e , or a n y  r i g h t s  u n d e r  t h e

lease, or a n y  p i p e l i n e  s u b j e c t  to t h e  lease, w h e t h e r  on s t a t e  [P U BLIC] 

l and or o t h e r  lan d  In the state, 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 b y  t r a n s f e r  of c o n t r o l  of a n y  c o r p o r a t i o n  

h o l d i n g  the  lease [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 a n y  

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

p a r e n t s  a n d  a f f i l i a t e s  of the o w n e r s ) , e x c e p t  t o  the e x t e n t  t h a t  the 

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 th 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 ,  b y  o r d e r  a u t h o r i z e s  the 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 not u n r e a s o n a b l y  w i t h h o l d  thi 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  

shall be d i s p o s e d  of as if the 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  s e c s . 50 - 100  of t h i s  chapter.

* S e c . 15. 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 r e a d :

C S H B  3 - 1 4 -



]

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

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

s t r u c t i o n  of th 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  o f  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  this c h a p t e r  for r e a s o n s  w i t h i n  

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

in 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  th e  terms 

o f  the r i g h t - o f - w a y  a r e  g r o u n d s  for f o r f e i t u r e  o f  th e  r i g h t - o f - w a y  

i n t e r e s t  of th 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 th e  c o m m i s­

s i o n e r  in the s u p e r i o r  cou rt .  B e f o r e  the 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 a n  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  t his 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  th e  l e s s e e  or o w n e r  of the i n t e r e s t  n o t i c e  

i n  w r i t i n g  of the a l l e g e d  d e f a u l t  a n d  s h a l l  no t  c o m m e n c e  th e  p r o c e e d i n g  

u n l e s s  the l e s s e e  o r  o w n e r  o f  the i n t e r e s t  has 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 c u r e  the d e f a u l t  w i t h i n  60 d a y s  of the n o t i c e  o f  the 

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

* Sec. 16. 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 . 1 8 0 .  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  o f  the

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

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

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

p r o h i b i t i o n  o r  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 o u r t  to r e m e d y  

t h e  v i o l a t i o n .

* Sec. 1 7 . AS 3 8 . 3 5 . 1 9 0 ( c )  a n d  (d), A S  3 8 . 3 5 . 2 0 0  a n d  AS 3 8 . 3 5 . 2 2 0 ( d )  

a r e  r e p e a l e d .

* Sec. 18. 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. 3 8 . 3 5 . 2 2 5 .  J U D I C I A L  R E V I E W  OF D E C I S I O N S  OF C O M M I S S I O N E R  ON

A P P L I C A T I O N .  (a) A n  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  r a i s e s  o b j e c t i o n s  w i t h i n  30 d a y s  a f t e r  d e c i s i o n  f o l l o w i n g  th e  h e a r i n g  

u n d e r  sec. 80 o f  t his c h a p t e r  a r e  t h e  o n l y  p e r s o n s  w i t h  s t a n d i n g  to seek 

j u d i c i a l  r e v i e w  o f  a d e c i s i o n  o f  the c o m m i s s i o n e r .
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(b) Th e  on l y  g r o u n d s  f or  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 th e  

c o m m i s s i o n e r  are

(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 ou t  i n  t h i s  

c h a p t e r ;  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  or c o n­

f i s c a t o r y  a s  to c o n s t i t u t e  a d e n i a l  of d u e  p r o c e s s .

* Sec. 19• AS 3 8 . 3 5 . 2 3 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 . 2 3 0 .  D E F I N I T I O N S .  In t h i s  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  of n a t u r a l

r e s o u r c e s ;

(2) " l e a s e " m e a n s  th e  i n s t r u m e n t  or e x t e n s i o n  o f  a n  i n s t r u­

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

l and 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  to a p e r s o n  a n d  a u t h o r i z i n g  

th e  c o n s t r u c t i o n  or o p e r a t i o n  of, or t r a n s p o r t a t i o n ,  s e r v i c e  or sale 

by a p i p e l i n e  fo r  c r u d e  oil, n a t u r a l  g a s , or p r o d u c t s ;

(3) " 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  not d e f i n e d  as o i l ;

(4) "oil" i n c l u d e s  c r u d e  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  ar e  p r o d u c e d  at the 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  or 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  f r o m  gas, o t h e r  t h a n  ga s p r o d u c e d  i n  a s s o c i a t i o n  I

w i t h  o i l  a n 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;

(5) " p i p e l i n e "  or " p i p e l i n e  f a c i l i t y "  m e a n s  a l l  the f a c i l i­

ti e s  of a t o t a l  s y s t e m  of p i p e  ( wh e t h e r  o w n e d  or o p e r a t e d  u n d e r  a 

c o n t r a c t ,  a g r e e m e n t ,  or lease) u s e d  by a c a r r i e r  f o r  t r a n s p o r t a t i o n

of c r u d e  oil, n a t u r a l  gas, or p r o d u c t s  f o r  d e l i v e r y ,  fo r  s t o r a g e , or 

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

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

a i r f i e l d s ,  t e r m i n a l s  and  t e r m i n a l  f a c i l i t i e s ,  i n c l u d i n g  d o c k s  an d  
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t a n k e r  l o a d i n g  f a c i l i t i e s ,  o p e r a t i o n s  c o n t r o l  c e n t e r  fo r  b o t h  the 

u p s t r e a m  p a r t  of the p i p e l i n e  a n d  the t e r m i n a l ,  t a n k e r  b a l l a s t  t r e a t­

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

a n d  all o t h e r  f a c i l i t i e s  u s e d  or n e c e s s a r y  for a n  i n t e g r a l  line of 

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

e x t e n s i o n  or e n l a r g e m e n t  of the line;

(6) " 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 rude p e t r o l e u m ,  r e s i d u e  fr o m  c r u d e  p e t r o l e u m ,  

c r a c k i n g  stock, u n c r a c k e d  f ue l  oil, f u e l  oil, t r e a t e d  c r u d e  oil, 

r e s i d u u m ,  g a s  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  ga s  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  or m i x t u r e s  of p e t r o l e u m  and 

a n y  l i q u i d  p r o d u c t  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 il  or 

n a t u r a l  g a s ;

(7) " s t a t e  l a n d"  m e a n s

(A) " s t a t e  lands" 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 and of 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 of the A l a s k a  S t a t e h o o d  Act of 1958 (PL 85-508;

72 Stat, 339), as a m e n d e d ,  a nd  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  th e  s t a te  u n d e r  secs. 21, 35 a n d  45 of the A l a s k a  

O m n i b u s  A c t  of 195 9  (PL 86 - 70; 73 Stat. 141), as a m e n d e d j

(8) " s u b j e c t  to the le as e "  m e a n s ,  in the c o n t e x t  of a 

r e f e r e n c e  to a p i p e l i n e ,  or the c o n s t r u c t i o n  or o p e r a t i o n  of, or 

t r a n s p o r t a t i o n ,  s e r v i c e ,  or sale b y  it, t h a t  the p i p e l i n e  or the 

p e r f o r m a n c e  of t h o s e  a c t s  r e l a t i v e  to It are s p e c i f i e d  in the l ease 

i s s u e d  b y  the c o m m a s  s i o n e r  as b e i n r  s u b j e c t e d  to the j u r i s d i c t i o n

or c o v e r a g e  o f  that  lease, thi s  c h a p t e r ,  an d  a n y  o t h e r  a p p l i c a b l e

s t a t e  or f e d e r a l  law;

(9) "transportation." m e a n s  the- s h i p m e n t  or carriage; by a

■■ 17- CSU B  3
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p i p e l i n e  of c r u d e  o i l , n a t u r a l  gas, or p r o d u c t s  f r o m  a n  u p s t r e a m  

t e r m i n u s  in on e  or m o r e  f i e l d s  or p o i n t s  o f  p r o d u c t i o n  or s u p p l y  of 

the m i n e r a l s  to a d o w n s t r e a m  t e r m i n u s  in on e  or m o r e  p o i n t s  fo r 

d e l i v e r y  of the m i n e r a l s  to a p u r c h a s e r  or c o n s i g n e e ,  f o r  s t o r a g e , 

or fo r  f u r t h e r  c a r r i a g e  or shi p m e nt ,  i n c l u d i n g  s h i p m e n t  or c a r r i a g e  

w i t h i n  the st a t e  that m a y  be c l a s s i f i e d  as i n t e r s t a t e  or f o r e i g n  

t r a n s p o r t a t i o n  to the e x t e n t  t hat th e t r a n s p o r t a t i o n  m a y  constitution™ 

a l l y  be s u b j e c t e d  to th e  p r o v i s i o n s  of t h i s  c h a p t e r ,  as w e l l  as a l l  

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

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

fer in t r a n s i t ,  f o r w a r d i n g ,  a n d  d e l i v e r y  of  t h e  m i n e r a l s .

* Sec. 20. AS 0 9 . 5 5 . 2 4 0 ( a ) ( 1 2 ) is a m e n d e d  to read:

(12) [ S U B J E C T  TO 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  197 2  (AS 3 8 . 3 5 ) , ]  fo r  the l o c a t i o n  of p i p e l i n e s  f o r  

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  

o r  a r t i f i c i a l  gas or oil or a n 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 ,  but not 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  

ta n ks ,  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. 21. AS 3 8 . 0 5 . 0 2 0 ( 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  o f  s t at e  [P U B L I C ]  l a n d  [AN D 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 ;

* Sec. 22. 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  by 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  o r  o t h e r  i n t e r e s t s  in 

[ ON P R I V A T E  OR F E D E R A L ]  l a n d  in this s t a t e  fo r  the p u r p o s e  o f  u t i l i z i n g  

o r  g r a n t i n g  l e a s e s  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. 2 3 . AS 3 8 . 0 5 . 0 2 0 ( c ) ( 4 )  is a m e n d e d  to read:

(4) i n v e s t i g a t i n g  a n y  m a t t e r s  c o n c e r n i n g  a n y  l e s s e e  
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[ C A R R 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  l e a s e ,  [ 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 

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  or f e d e r a l  law;

* Sec. 2k. 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 .  P ER M I T S .  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  o f  th e  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  or 

e a s e m e n t s  o n  s t a t e  l a n d  for s e c o n d a r y  r o 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  l i n e s  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 . 3 5 ,  t e l e p h o n e  a n d  t r a n s m i s s i o n  li n e s,  l o g  s t o r a g e ,  

o i l  w ell d r i l l i n g  s i t e s  a n d  p r o d u c t i o n  f a c i l i t i e s  for the p u r p o s e s  

o f  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  l e a s e ,  an d

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

o f  t i m b e r  or m a t e r i a l s .  The 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 fe e  s c h e d u l e  to be 

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

a p e r m i t  o r  e a s e m e n t  of  lands, th e  d i r e c t o r  s h a l l  g i v e  p r e f e r e n c e  to 

t h a t  u s e  o f  th e  l a n d  w h i c h  w i l l  be o f  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  a n d  t h e  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 th e  u p l a n d  o w n e r  fo r  the us e  o f  a t r a c t  o f  t i d e l a n d ,  

o r  t i d e l a n d  a n d  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  o f  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  by t h e  u p l a n d  

o w n e r  f o r  a n y  o f  th e  p u r p o s e s  f o r  w h i c h  the u s e  m a y  be g r a n t e d .

* Sec. 25- T h i s  A c t  t a k e s  e f f e c t  o n  the d a y a f t e r  its p a s s a g e  a n d  

a p p r o v a l  or o n  th e  d a y  it b e c o m e s  l a w  w i t h o u t  a p p r o v a l .
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