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CONTINENTAL SHELF SERVICE FACILITIES ACT

DRAFT OUTLINE 3/18/77 Z ( f

*Section 1. Legislative Findings and Purpose. Taken from page 1 of 

HB 219 with whatever changes are necessary to enhance chance of favorable 

judicial review.

♦Section 2. Amend AS 44.47.050 to beef up "purposes" section of C & RA 

organic statute.

♦Section 3. Adds new chapter (44.48) /

Sec. 010. Creates Alaska Continental Shelf Services Authority in.C 

& RA for the purposes of coordinating on-shore development related to 

outer continental shelf petroleum and mineral exploration activities, 

for purposes of assisting communities impacted by such development, and 

for the administration of the franchise requirements of this chapter.

cA Sec. 020. The authority is to be governed by a committee composed 

the commissioner (C & RA), the director of the Division of Community
C.oukA toO-

o A  Planning (in C & RA), and the director of the Division of Local Government 

Assistance.

Sec. 030. No person may operate an "on-shore service facility" for 

continental shelf development without a franchise from the authority 

except as provided in sec. 100 of this chapter.

(



Sec. 040. The authority shall monitor the activities of the federal 

government and state government with respect to continental shelf exploration 

and leasing, prepare a quarterly report to the legislature and the governor 

on the potential need for continental shelf on-shore service facilities.

When the board determines that service facilities are likely to be 

required in the near future, but in no case later than 90 days prior to the 

date at which the Department of Interior or other leasing authority 

proposes to receive bids on outer continental shelf t.acts, the authority 

shall give notice of a hearing for the purpose of selecting a site or 

sites to serve the proposed continental shelf development. The purpose 

of the hearing shall be to solicit nominations of appropriate sites from 

interested communities and from continental shelf developers, operators 

of existing on-shore facilities, and other interested parties. The 

nominations shall contain I) location of the proposed site, 2) the types 

of supply services expected to be required at this site, 3) the ownership 

of the land at and surrounding the site, 4) the capacity of the site to 

grow to meet the expected demands and an estimation of that expected 

demand and 5) such other information as the board may consider pertinent.

In the case of facilities already in operation the board shall additionally 

solicit information concerning the current use of the facility and its 

ownership.

Sec. 050. The committee shall hold site selection hearings not less 

than 90 days nor more than 120 days after notice of those hearings have 

been distributed to all interested parties. Input shall be solicited from 

local communities in the area of the continental shelf development, prospective



users of the port facility including b u t’not limited to holders of outer 

continental shelf leases, firms supplying the operations on those leases, 

local governments in the area of the proposed sites, representatives of 

fishing or other commercial activities who may be adversely impacted 

economically from the choice of a particular site or sites, and federal 

and state governmental experts on civil engineering, environmental science, 

or other technical matters which may relate to the port development.

Sec. 060. The committee.shall determine, o the basis of the public 

hearing record, and any other relevant information available to it, the 

preferred site or sites for a continental shelf development facility or 

facilities. The criteria to be used by the committee in making this selection, 

in descending order of importance, are 1) minimize adverse economic and 

social impact on any community that may be adjacent to or coincident with 

the site, 2) minimize adverse environmental impact, 3) minimize the costs 

of facility development, minimize the expense of s e r v i S ^ O C S  activities, 

and make the best use of existing port facilities, 4) maximize the likelihood 

that facilities will be useful for other purposes if and when OCS development 

tapers off.

Sec. 070. If the chosen site is in a borough, the borouqh may appeal’ 

the site decision to the governor who shall have 30 days to 1) affirm the 

decision, or 2) direct the board to give the issue further study, in which 

case the governor shall provide specific instructions as to what areas of 

concern should be looked into further. (If the site is in a city which is 

not itself included in a borough, the city has the same appeal right.) This 

appeaV must be exercised within 30 days of the date of the initial site



choice decision. Other parties with a major interest in the siting decision 

including the prospective companies developing the OCS resource, land owners 

in the vicinity of the site, or others with similar interests may, within the 

30 day period subsequent to the initial decision, request a rehearing by the 

board stating in that request the reasons why they believe an additional hearing 

is necessary.

Sec. 080. Once a final site selection decision is made a regional contin­

ental shelf facilities board shall be formed composed of the committee members 

or their designees (who must be on the C & RA staff) plus three members elected 

by the borough assembly (or the city council if there is no borough. If the 

city later becomes a part of a borough the new assembly elects new board members/ 

The regional board is empowered to select a franchisee and negotiate the 

franchise fee. . . . .



If requested by a majority of the board members the Department of C & RA 

shall provide staff support to the board in its selection of the franchisee, 

and in the setting of the franchise fee. Four members of the board constitute 

a quorum, and actions of the board require an affirmative vote of four 

members.

Sec. 090. The franchise shall be awarded to firms actually engaged in 

continental shelf development unless the board determines that other owner­

ship is in the best interests of the state and community; however, in the

case where an approved site is an existing facility the franchise shall be

/
awarded to the operator of the existing facility unless it is the board's 

decision that the operator does not have the technical or financial capability 

to promptly and efficiently meet the expected requirements for continental 

shelf supply services. In this case the board shall encourage the existing 

facility operator and prospective continental shelf developers to establish 

some form of joint venture to which the franchise then shall be awarded.



Sec. 105. Where a port exists at the approved continental shelf 

supply facility site the franchise and franchise fee shall not be required 

unless cargo directly destined for outer continental shelf development 

crossing the facility exceeds 25 per cent of all other cargo either in 

value of in tonnage over the period of one month. The facility operator 

shall periodically report to the board on the tonnage crossing its facility 

and shall not exceed the 25 per cent figure without first obtaining the 

franchise from the regional facilities board.

Sec. 110. The franchise fee shall be a matter of free negotiation between

/
the board and the franchisee. The fee may be paid on the basis of any or 

all of the following: 1) an initial lump sum payment, 2) periodic payments

of fixed amounts, 3) periodic payments based on the value of material moved 

across the franchise facility, 4) initial lump sum payment to be followed 

by a subsequent lump sum payment if and when activity reaches a specified 

level, or 5) any other method that reasonably relates fee’payments to 

impact costs expected to be imposed upon the community by OCS development.

Sec. 120. The franchise fee shall be subject to reneogtiation each 

five years, and shall not exceed the cost to the community and state that 

have a reasonable probability of occurring during the five year period.

These costs shall be net of any payments expected to be received for property 

taxes on the facility, and if the franchise fee includes a periodic payment, 

shall be net of the expected value of those periodic payments. After the 

initial five year period has lapsed the maximum permissible franchise fee 

during the second five year period shall be calculated in the same manner 

as was the maximum fee for the first five year period, except that the maximum



;

shall be increased by the net communi

five year period in excess of those collected or defrayed by the franchise

fee paid during that period, or alternatively, decreased by the amount that 

the actual monies paid were in excess of actual net costs incurred on the 

community. However, in no case shall a community be required to reimburse 

the franchisee for any "excess payments" except by means of credits against 

future franchise payments.

Sec. 130. The franchisee or prospective franchisee who believes that

the fee proposed by the board is higher than permitted under sec. 120 may

gay the fee under protest and appeal to the superior court, and such payment 

shall not prejudice the franchisee's r i g h t s ^  any way. No franchise shall 

be awarded, however, without payment of the fee, and a prospective franchisee 

who appeals an offer of the board to the court acquires no rights in the 

franchise, which the board may then award to another applicant on the same 

terms and conditions as were turned down by the initial prospective franchisee. 

Acceptance by a second applicant of the terms rejected by the initial prospective 

franchisee shall be prima facie evidence of the reasonableness of the proposed 

fee under t h e’criteria established in sec. 120. The attorney general shall 

defend the board and the committee in any actions brought against it.

Sec. 140. If on renegotiation the board and the franchisee cannot agree 

the franchisee may pay the franchise fee proposed by the board under protest 

and appeal as provided under sec. 130 above. If the franchisee does not wish 

to make payment under protest then the local government may acquire by eminent 

domain the facilities of the franchisee at the approved site, or if the local 

government is not interested the state may so acquire them.



Sec. 150. Franchise payment shall be shared between the state and 

local government (if one exists) on the basis of 30 percent to the state 

and 70 per cent to the local government. If a local government should 

be formed or should expand to encompass an approved site subsequent to 

the collection of a franchise fee the local government shall receive 1.167 

per cent of the previously collected fee for each month of the five year 

franchise period y e t  to run, counting from the effective date of the 

annexation or formation of the local government.

Sec. 160. The board shall have power pf eminent domain, but this 

may be exercised only through unanimous vote of the board and only to 

acquire an approved site. Nothing herein requires the use of this power 

by the board.

Sec. 170. A franchise may not be sold or otherwise alienated to 

a non OCS .operator without local government, having right of first refusal, . 

and the state the right of second refusal.

Sec. 180. Non discrimination in operation of the facility with respect 

to rates, terms and conditions charged to other users shall be a condition 

of the franchise.

Sec. 190. Nothing herein shall exempt a franchise facility from payment 

of property taxes or compliance with lawful zoning requirements. Neither shall 

a facility be entitled to any local services or special treatment by virtue 

of its franchise. The franchise is not necessary exclusive.'
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