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TO : SENATOR STURGULEWSKI 

REPRESENTAT IVE  PEARCE

FROM: MEAD TREADWELL
YUKON P A C IF IC  CORPORA !ION  
PC) BOX 1 0 - 1 7 0 0
A N C i-l 0 R A C E . A K * 995 i © P H 0 N E : 279-1 596 < W l<, )

WE STRONGLY SUPPORT PASSAGE OF S B 1 1 5  WHICH SHOULD ALLOW .EAS ING  
OF P I P E L IN E  R IGHT OF WAY AND COMMUNICATIONS S I T E S  ALONG THE 
DALTON HIGHWAY,
WITHOUT T H IS  B I L L  CONSTRUCTION OF A ANY P I P E L IN E  TO MO ' NORTH 
SLOPE  GAS TO MARKET WOULD BE NIGH IM P O S S IB LE  AND WITKG' QUICK 
PASSAGE ; CURRENT ATTEMPTS TO ESTA BL ISH  THE LOWEST COST PO SS IB LE  
R 0  o r E W 0  U L D B E G R E A T L Y H IN D ii: R E D ,
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ARLISS STURGULEWSKI, Chairman
BETTYE FAHRENKAMP, Vico Chairman
JACK COGHILL
DICK ELIASON
VIC FISCHER
RICK HALFORD
FRED ZHAROFF

POUCH V
JUNEAU. ALASKA. 99811

(907) 465-4907

S e n a t e
Committee on &e£ource£

M E M O R A N D U M February 8, 1985

TO:

FROM:

RE:

All Members 
Senate Resources Committee

Staff, Senate Resource

SB 115 "An Act relating to oil and gas exploration along highway 
rights-of-way."

Supp lental Information on SB 115

The lowing two issues were raised after packets had been distributed to
comr* :ee members yesterday afternoon.

1) Oil and Gas Lease Sale 31 (Prudhoe Bay Uplands) was held September 16, 
1980. AS 19.40.200 has an effective date of October 5, 1980. All except 
one of the lease award notices were sent to successful bidders on September 
23. 1980. One award notice was issued October 7, 1980.

In order to remove any possible legal cloud regarding the leases, the 
Department of Natural Resources, upon the advice of the Attorney General's 
Office, recommends that SB 115 be made retroactive to October 5, 1980.

If the committee does wish to include the retroactive effective date in the 
committee substitute, appropriate draft language is attached to this memo.

2) A representative of the Yukon Pacific Pipeline Company telephoned 
committee staff with a concern about whether communications equipment 
associated with the project could be installed within the right-of-way 
under the language of SB 115. The Department of Law has given a verbal 
opinion that the language of the proposed committee substitute would allow 
communications equipment related to oil and gas activities. The Department 
of Law advised that to make certain there was no question on this issue, a 
letter of intent should be adopted specifying that communication 
facilities related to oil and gas projects are among the allowed uses.
Such a letter of intent is attached.

It was suggested by the representative of Yukon-Pacific that the committee 
might w*sh to include a broader exemption for communication activities in 
the pipeline corridor within the committee substitute. If the committee 
wishes to do this, appropriate language is available and the letter of 
intent would not be needed. This type of broadening, however, may 
jeopardize the support of some of the parties with whom the committee 
substitute has been developed.



S E N A T E  A M E N D M E N T

By  __________________________

To: . CS__________  _________________ SENATE BILL No. 115 (Resources)

To: ______________________________ HOUSE BILL N o . _______________

Page: 2 Line: 2

Sec. 4. This Act is retroactive to October 5, 1980.
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O F F I C E  C F  T H E  A T T O R N E Y  G E N E R A L

F e b r u a r y  1 2 ,  1 9 8 5

REPLY TO:

'Si1031 W 4th AVENUE 
• 'SUITE 200

ANCHORAGE. ALASKA 99501 
PHONE: (907) 276-3550

□  1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS, ALASKA 99701 
PHONE: (907) 452-1568

□ POUCH K - STATE CAPITOL 
JUNEAU. ALASKA 99811 
PHONE: (907) 465-3600

BILL SHEFFIELD, GOVERNOR

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

R e :  C S S B  1 1 5  ( R e s )

D e a r  S e n a t o r  S t u r g u l e w s k i :

K a y  B r o w n ,  d i r e c t o r  o f  t h e  d i v i s i o n  o f  o i l  a n d  g a s ,  h a s  
a s k e d  u s  t o  r e s p o n d  t o  y o u r  i n q u i r y  w h e t h e r  t h e r e  w o u l d  b e  a n y  
n e g a t i v e  l e g a l  i m p l i c a t i o n s  f r o m  t h e  r e t r o a c t i v e  a p p l i c a t i o n  o f  
t h e  p r o p o s e d  a m e n d m e n t s  t o  A S  1 9 . A O . 2 0 0  -  1 9 . A O . 2 1 0  c o n t a i n e d  i n  
t h e  r e f e r e n c e d  b i l l .  1 /  We b e l i e v e  t h a t  t h e r e  w o u l d  n o t .

A l t h o u g h  r e t r o s p e c t i v e  l a w s  a r e  g e n e r a l l y  n o t  f a v o r e d ,  
c u r a t i v e  l e g i s l a t i o n  i s  e n c o u r a g e d .  H e r e ,  t h e  l e g i s l a t i o n  i s  i n  
p a r t  b e i n g  p r o p o s e d  t o  v a l i d a t e  c e r t a i n  e x i s t i n g  A S  3 8 . 0 5  
d i s p o s a l s  a n d  o f f - r o a d  v e h i c l e  a c t i v i t i e s  w h i c h  m i g h t  o t h e r w i s e  
b e  v o i d  f o r  f a i l u r e  t o  c o n f o r m  w i t h  t h e  e x i s t i n g  p r o s c r i p t i o n s  o f

1 /  Y o u  w i l l  r e c a l l  t h a t  t h e  i n q u i r y  w a s  m a d e  a t  y o u r  m e e t i n g  o f  
F e b r u a r y  8 ,  a t  w h i c h  t i m e  M s .  B r o w n  p r o p o s e d  t h a t  t h e  p r e v i s i o n s  
o f  C S S B  1 1 5  ( R e s )  b e  m a d e  r e t r o a c t i v e .  We h a d  e a r l i e r  a d v i s e d  
M s .  B r o w n  t h a t  a n y  q u e s t i o n  r e g a r d i n g  t h e  v a l i d i t y  o f  e x i s t i n g  
u s e s  o f  s t a t e  l a n d  a l o n g  t h e  D a l t ' n  H i g h w a y  c o u l d  b e  l i s o l v e d  i n  
t h e  c o n t e x t  o f  a n  a t t o r n e y  g e n e r a l ' s  o p i n i o n .  H o w e v e r ,  o n  
F e b r u a r y  A ,  i t  w a s  b r o u g h t  t o  o u r  a t t e n t i o n  t h a t  a t  l e a s t  o n e  
e x i s t i n g  o i l  a n d  g a s  l e a s e  w o u l d  b e  v o i d  u n l e s s  m a d e  v a l i d  b y  
r e t r o a c t i v e  a p p l i c a t i o n  o f  t h e  p r o p o s e d  a m e n d m e n t s  c o n t a i n e d  i n  
t h e  b i l l .

03-C5LH
. . IMBWM M i l U l  .  . • v



T h e  H o n o r a b l e  A t l i s s  S t u r g u l e w s k i ,  C h a i r m a n  F e b r u a r y  1 2 ,  1 9 8 5

S e n a t e  R e s o u r c e s  C o m m i t t e e  P a g e  2

A S  1 9 . 4 0 . 2 0 0  -  1 9 . 4 0 . 2 1 0 .  T h e s e  d i s p o s a l s  a n d  a c t i v i t i e s  w e r e  
a u t h o r i z e d  b y  s t a t e  o f f i c i a l s  u n d e r  t h e  m i s t a k e n  b e l i e f  t h a t  t h e  
p r o v i s i o n s  o f  A S  1 9 . 4 0 . 2 0 0  -  1 9 . 4 0 . 2 1 0  w e r e  l i m i t e d  i n  s c o p e  t o  
c e r t a i n  c i r c u m s t a n c e s  o f  p r i m a r y  c o n c e r n  t o  t h e  l e g i s l a t u r e  w h e n  
t h e  o r i g i n a l  A c t  w a s  p a s s e d ,  n a m e l y ,  t h e  p r o h i b i t i o n  o f  c a b i n  
s i t e  a n d  o t h e r  l a n d  s u r f a c e  d i s p o s a l s  u n d e r  A S  3 8 . 0 5  a n d  o f  
h u n t i n g  w i t h  O R V s  a l o n g  t h e  H a u l  R o a d  c o r r i d o r .  T h e  p l a i n  
l a n g u a g e  o f  t h e  s t a t u t e ,  h o w e v e r ,  e x c e e d s  t h i s  n a r r o w  
a p p l i c a t i o n ,  e v e n  t h o u g h  a  b r o a d  i n t e r p r e t a t i o n  r e p o r t e d l y  w a s  
n o t  t h e  l e g i s l a t u r e ' s  o r i g i n a l  i n t e n t .

N e v e r t h e l e s s ,  e v e n  c u r a t i v e  l e g i s l a t i o n  m u s t  c o m p l y  
w i t h  c e r t a i n  l e g a l  r e q u i r e m e n t s .  A m o n g  t h e s e  i s  t h e  r e q u i r e m e n t  
o f  A S  0 1 . 1 0 . 0 9 0  f o r  a n  e x p r e s s  s t a t e m e n t  o f  r e t r o a c t i v i t y .  T h e  
l e g i s l a t i v e  d r a f t i n g  m a n u a l  s u g g e s t s  t h a t  l a n g u a g e  p r o v i d i n g  f o r  
r e t r o a c t i v e  a p p l i c a t i o n  o f  a  b i l l  b e  s e t  o u t  i n  a  s e p a r a t e  
s e c t i o n  i m m e d i a t e l y  p r e c e d i n g  t h e  e f f e c t i v e  d a t e  s e c t i o n ,  a n d  
t h a t  t h e  r e t r o a c t i v e  s e c t i o n  a n d  t h e  s e c t i o n s  o f  t h e  b i l l  t h a t  
a r e  t o  b e  r e t r o a c t i v e  h a v e  i m m e d i a t e  e f f e c t i v e  d a t e s .  T h u s ,  C S S B  
1 1 5  ( R e s )  s h o u l d  c o n t a i n  a n  a d d i t i o n a l  s e c t i o n  t o  r e a d :

* S e c .  3 .  S e c t i o n s  1  -  2 o f  t h i s  A c t  a r e  r e t r o a c t i v e  
t o  O c t o b e r  5 ,  1 9 8 0 .  2 /

F r o m  a  c o n s t i t u t i o n a l  s t a n d p o i n t ,  a  c u r a t i v e  A c t  m a y  
n o t  i m p a i r  t h e  o b l i g a t i o n  o f  c o n t r a c t s ,  t a k e  p r o p e r t y  w i t h o u t  d u e  
p r o c e s s  o f  l a w ,  o r  i n t e r f e r e  w i t h  p u r e l y  j u d i c i a l  m a t t e r s .  We 
a r e  n o t  a w a r e  o f  a n y  p o t e n t i a l  p r o b l e m s  a r i s i n g  i n  t h e s e  t h r e e  
a r e a s  o f  c o n c e r n  i f  t h e  p r e s e n t l y  p r o p o s e d  a m e n d m e n t s  t o  
A S  1 9 . 4 0 . 2 0 0  -  1 9 . 4 0 . 2 1 0  a r e  m a d e  r e t r o a c t i v e  t o  t h e  e f f e c t i v e  
d a t e  o f  t h e  o r i g i n a l  A c t .  T o  t h e  c o n t r a r y ,  r e t r o a c t i v e  
a p p l i c a t i o n  w i l l  a v o i d  t h e  p o s s i b i l i t y  o f  f i n d i n g  i n v a l i d
e x i s t i n g  u s e s  o f  s t a t e  l a n d  p r e v i o u s l y  a u t h o r i z e d  b y  s t a t e
o f f i c i a l s .

I n  s u m ,  we  a r e  o f  t h e  o p i n i o n  t h a t  C S S B  1 1 5  ( R e s ) ,
w h i c h  g r a n t s  n e w  r i g h t s  r a t h e r  t h a n  t a k e s  a w a y  e x i s t i n g  r i g h t s ,

2 /  T h e  p r e s e n t  S e c t i o n  3 ,  p r o v i d i n g  f o r  a n  i m m e d i a t e  e f f e c t i v e  
H a t e ,  w o u l d  b e  r e n u m b e r e d  S e c t i o n  4 .
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w i l l  p r e s e n t  n o  n e g a t i v e  l e g a l  i m p l i c a t i o n s  i f  i t s  p r o v i s i o n s  a r e  
a p p l i e d  r e t r o a c t i v e l y .  T o  t h e  c o n t r a r y ,  b e c a u s e  o f  t h e  u n c e r t a i n  
v a l i d i t y  o f  s o m e  e x i s t i n g  u s e s  o f  s t a t e  l a n d ,  we s t r o n g l y  
e n c o u r a g e  i n c l u s i o n  i n  t h e  b i l l  o f  a  r e t r o s p e c t i v e  c l a u s e  s u c h  a s  
t h e  o n e  we h a v e  s u g g e s t e d .

A E P / m a

c c :  K a y  B r o w n ,  D i r e c t o r
D i v i s i o n  o f  O i l  a n d  G a s  
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

A r t h u r  H .  P e t e r s o n  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
D e p a r t m e n t  o f  L a w  -  J u n e a u

V e r y  t r u l y  y o u r s ,

N O R M A N  G O R S U C H  
A T T O R N E Y  G E N E R A L

B y :  A ........................
A s s i s t a n t  A t t o r n e y  G e n e r a l
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A. Introduction.

The State of Alaska intends to sell 2.667% of its Daily R o y alty Oil 

(approximately 5,000 barrels per day) from the Prudhoe Bay Unit to Golden 

Valley Electric Association under a short-term, noncompetitive contract. 

In accordance w i t h  AS 38, the Department of Natural Resources mus t  

determine whether this disposal serves the State's best interest before 

the sale m a y  take place. This document describes the proposed sale and 

analyzes its potential effects. This document is a final best interest 

finding and represents the conclusions of the Department.

- 1 -



Background and C h r o n o l o g y .

The State's current contract with GVEA in Fairbanks was the first royalty 

oil contract-negotiated and executed after the establishment of the Alaska 

Royalty Oil and Gas Development Advisory Board in 1976. GVE A  requested 

royalty oil so that raw crrde oil might be used as turbine fuel for power 

generation in the event that the cost of clean turbine fuel from the North 

Pole Refinery became prohibitive.

GVEA's contract with the State currently in effect is for the purchase of

5.000 bpd. GVE A  did not exercise its option to purchase royalty oil until

June 17, 1981. This oil has been traded to North Pole Refinery (MAPCO) in

exchange for turbine fuel.

In a letter to the Department of Natural Resources in November 1982, GVEA 

requested an extension of its contract for an additional ten yea.  ̂ . No 

action was taken on that request pending the change of administrations. 

In March 1983, the new administration began negotiations with GVEA on a 

n ew contract with a ten-year term to assist in satisfying the needs of

50.000 in-state consumers. Negotiations were not completed in time to 

submit the long-term contract to the legislature in e a r l y  1984.

Because the oil m u s t  be nominated or denominated under the Prudhoe Bay 

Unit Agreement by March 30, 1984. it was necessary to enter into a 

short-term e mergency contract wit h  Golden Valley Electric Association to 

avoid an interruption in their service.



C. Summary of Contract Terms.

1. P r i c e ; (a) the amount the State would have received had it taken the

oil in-value; plus,

(b) field cost allowance; plus,

(c) $.30 premium; plus

(d) additional amounts if a favorable settlement of State of 

Alaska, et al vs. /Vnerada Hess, et al is reached.

2. Term: (a) The date of first delivery is July 1 , 1984.

(b) The termination date of the contract is June 30, 1985.

3. Quantity: 2.667% (approximately 5,000 bpd) of Daily Royalty Oil

from the Prudhoe Bay Unit.

4. Point of Del i v e r y : Custody transfer meters into the Trans Alaska

Pipeline s y s t e m  at Prudhoe Bay.

5. In-State P r o c e s s i n g : 100% of the Royalty Oil tendered under this

contract shall be used in-state.

6. Security: G V E A  will provide a l e tter of credit to the State in the

amount of $ 5 , 4 00,000 which is equivalent to approximately sixty days' 

worth of oil. This l e t t e r  is redeemable upon signature of the 

Attorney General and the Commissioner.

A co p y  of the c o n t r a c t  m a y  be obtained at the Division of Oil and Gas.

-3-



1. The sale is in the best interest of the State.

Under AS 38.05.183(e) a noncompetitive sale, exchange, or other disposal 

of royalty oil or gas taken in-kind by the State may be awarded by the 

commissioner to the prospective buyer whose proposal offers maximum 

benefits to the citizens of the State.

In accordance w i t h  AS 3 8 . 0 5 . 0 3 5 ( a ) (14), AS 38.05.183(c) and (e) and 11 AAC 

03.010(d), I find and determine that the taking of royalty oil in-kind and 

the disposal of that oil to Golden Valley Electric Association (GVEA) for 

use in-state is in the best interests of the State. I have considered the 

following in making this determination:

a. The State will eceive no less from this sale than if it had 

continued to take the oil in-value. The price premium of $,,30 over 

the Producers' Weighted Average Field Price will likely offset the 

adverse m a r k e t  effects which could occur when the State meets the 

needs of a refinery that wo u l d  otherwise be a crude oil customer on 

the w e s t  coast. While it is impossible to forecast the impact of 

customer displacement on w e s t  coast prices (if any), let alone its 

influence on the Producers' Weighted Average Field price, the amount 

of the p r e m i u m  is likely to cover a reasonable differential. AS 

38.05.183(e)(1).

b. A disposal to G V E A  will have a favorable e f fect on the economy of 

the State, because it will ensure the continued operation of the 

cooperative with attendant employment of state residents for the term 

of the contract.

Each consumer t o  w h o m  GVE A  provides electric service is a member of 

the cooperative. Profit margins are allocated back to the consumer 

owners, all of w h o m  are Alaskan residents. No profits a c c n e  to

persons not residing and utilizing the services in-state. The prime 

purpose of the cooperative is to provide dependable electrical

service to its member-owners at the most economical price.
-4-
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GVEA is regulated by the Alaska Public Utilities Commission. Over

the past year, GVEA has experienced increased consumer need 

represented by an addition of 2,000 new customers. GVEA currently 

employs 150 people (up 20% in two years) to bring electric service to 

more than 50,000 Alaskans. AS 38.05.183(e)(2).

c. The benefits of the continued operation of GVEA include local

employment, security of supply, and the direct favorable results of 

the 5,000 bpd in-state use. Secondary industries partially or w h o l l y  

connected with GVEA would also continue to benefit from that

relationship. AS 38.05.183(e)(3).

d. As stated above, GVEA supplies electrical energy to more than

50,000 Alaskans who enjoy price benefits directly attributable to the 

cooperative's ability to purchase state royalty oil. AS

38.05.183(e)(4).

e. The State is now highly dependent on oil revenues and will

continue to depend on oil revenues in the future. The price term of 

the proposed sale protects the State's interest by insuring that

revenues from this sale will me e t  or exceed the in-value price.

AS 38.06.070(a)(1).

f. The local and regional needs of the Fairbanks area for electrical 

supply are met by service provided by GVEA to its m e mber owners. AS 

38.06.070(a)(2).

g. The continued operation of GVEA with attendant payroll and

secondary benefits will have a positive and desirable effect on the 

citizens of the State. Although this disposal will not result in new 

capital investment or development, it will enable existing investment 

and development to continue to be utilized. AS 38.06.070(a)(3).

h. The projected social impacts of a disposition to GVEA are

anticipated to be favorable. The benefits presently received from

the operation of the electrical cooperative would continue. AS 

38.06.070(a)(4).
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i. Since mos t  of the essential provisions of the proposed disposal 

to GVEA relate to operation of its existing facilities and systems, 

the additional costs and responsibilities which could be imposed upon 

the State and affected subdivisions are likely to be minimal. AS 

38.06.070(a)(5).

j. Local and regional consumption is directly and favorably affected 

by the GVEA disposal. AS 38.06.070(a)(6).

k. Environmental effects resulting from the proposal are negligible, 

if any, since the facility is already in existence. AS 

38.06.070(a)(7).

1. The proposed disposal will help existing commercial private 

enterprise by making possible continued operation of GVEA 

cooperative. AS 3 8 . 0 6 . 0 7 0 ( a ) ( C ) .

In accordance wi t h  11 AAC 03.060(b), I mu s t  also discuss the w e ight given 

to the applicable criteria in determining the maximum benefit to Alaska 

citizens. In making this finding I had to assure m y s e l f  that the State 

w o u l d  n ot lose m o n e y  by making a disposal to GVEA. Once so assured, I 

could then look to other attendant benefits offered. If the cash value 

offered cannot assure the citizens w h a t  the State w o u l d  have received 

in-value, then the sale would not, in my view, serve the State's best 

interests. For this reason I placed the greatest weight in this disposal 

on AS 38.05.183(e)(1), the cash value offered, in the sense that I would 

not have considered any sale unless the in-value price was guaranteed. 

Once the in-value price was guaranteed, however, I gave greatest w e ight to 

the projected benefits of using the oil in the State along with attendant 

effects o f  the sale on the economy o f  the State.

2. Competitive bidding is w a i v e d .

I have determined in accordance with AS 38.05.183(a) that the best 

interest of the State does not require competitive bidding for this

- 6 -
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disposal. The best Interest of the State is served by making this award 

on factors other than the highest price received from a competitive sale. 

A competitive bid process w o u l d  not preclude the placing of r o y alty oil in 

a market which could have the e ffect of lowering the State's in-value 

price. Other concerns which I was able to address through a 

noncomoetitive process include the security arrangements to insure 

payments to the State and provisions designed to forestall any possible 

responsibility or liability on the part of the State for handling royalty 

oil at Pump Station One.

I also find and determine that, in order to realize the objectives implied 

by the considerations listed in AS 38.05.182-183 and AS 38.06.070 and 

obtain the benefits of in-state processing and supply, disposal by 

competitive bid with the award determined entirely upon the cash value 

offered is not in the best interest of the State in this instance. 

Rather, it is in the bes t  interest of the State to dispose o f  royalty oil 

for no less than the State wo u l d  have received had it taken the oil 

in-value to purchasers w h o  o f f e r  m a x i m u m  benefits to State citizens under 

contracts which protect the interests of the State.

-7-
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E. Conclusion.

By the terms of the proposed contract, the State is guaranteed the 

in-value price for its oil as well as a premium on each barrel. The

additional premium protects the State and assures that the State is not 

receiving less for its oil than if it elected to take its royalty oil

in-value. Since only a percentage of production is specified in the 

contract, rather than a fixed volume, a percentage of royalty oil will 

remain in-value. This in-value oil w o u l d  be available for future sale by 

the State.

The foregoing facts and analysis support my decision that this disposal is

in the best interests of the State and maximizes benefits to Alaska

citizens.

Esther C. tojnnicke Date

Commissioner

-8-



S u p p l e m e n t a l  I n f o r m a t i o n  o n  S B  115

The following two issues were raised after packets had been distributed to 
committee members yesterday after noon.

1) Oil and Gas Lease Sale 31 (Prudhoe Bay Uplands) was held September 16, 
1980. AS 19.40.200 has an effective date of October 5, 1980. All except 
one of the lease award notices were sent to successful bidders on September 
23, 1980. One award notice was issued October 7, 1980.

In order to remove any possible legal cloud regarding the leases, the 
Department of Natural resources, upon the advice of the Attorney General's 
Office, recommends that SB 115 be made retroactive to October 5, 1980.

If the committee does wish to include the retroactive effective date in the 
committee substitute, appropriate draft language is attached to this memo.

2) A representative of the Yukon Pacific Pipeline Company telephoned 
committee staff with a concern about whether communications equipment 
associated with the project could be installed within the right-of-way 
under the language of SB 115. The Department of Law has given a verbel 
opinion that the language of the proposed committee substitute would allow 
communications equipment related to oil and gas activities.'■ff’t was 
suggested by the representative of Yukon-Pacific that the committee might 
wish to include a broader exemption for communication activities in the 
pipeline corrider within the committee substitute. If the committee wishes 
to do this, appropriate language is attached to this memo.



I n t r o d u c e d :  1 / 3 1/85
R e f e r r e d :  R e s o u r c e s  and

T r a n s p o r t a t i o n

A n  A c t  r e l a t i n g  t o  o i l  a n a  g a s  e x p l o r a t i o n  

h i g h w a y  r i g h t s , - - o f - w a y * .
M e . '  * r  J

1 I N  T HE  S E N A T E  BY THE RE SOU RCES COMMI TTEE

2  SE NA TE  B I L L  NO.  1 1 5

3 I N  THE L E G I S L A T U R E  OF THE S T A T E  O F  ALASKA

4  FO URT EE NT H L E G I S L A T U R E  -  F I R S T  S E S S I O N

5  A B I L L

6 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  t o  o i l  a n d  g a s  e x p l o r a t i o n  a l o n g

7

8 BE I T  E NACTED BY THE L E G I S L A T U R E  D F  THE S T A T E  OF AL AS KA:

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

1 0  S e c .  1 9 . 4 0 . 2 0 0 .  P R O H I B I T I O N  ON D I S P O S A L  OF LAND W I T H I N  F I V E

1 1  M I L E S  OF THE HIGHWAY.  T h e  s t a t e  m a y  n o t  d i s p o s e  o f  s t a t e  l a n d  u n d e r

1 2  A S  3 8  w h i c h  i s  w i t h i n  f i v e  m i l e s  o f  t h e  r i g h t - o f - w a y  o f  t h e  h i g h w a y ^

1 3  T h i s  s e c t i o n  d o e s  n o t  a p p l y  t o  a n .  o i l ,  a n d  g a s  l e a s e  u n d e r
le*se. tv* re A'*'15-Snle

1 4  A S  3 8 . 0 5 , 1 8 0 ;  •» t -fo c r* s t a t e  3* m d.. d i o p e r a t t l g  n e c e s s a r y  f o r  --e-n d
~ c ¥ - Q \ l s n iL .

1 5  e x p l o r a t i o n ,  d e v e l o p m e n t ,  p r o d u c t i o n .  o r  t r a n s p o r t a t i o n ^  o r

1 6  — a b a t e  - l a n d ' W i a p e s g l a  - n e e t a s m r r  f o r  h i g h w a y  m a i n t e n a n c e .  ■ a n d

1 7  R e c o n s t r u c t i o n .  M  d  r t e  k . ^ U - y .

1 8  *  S e c .  2 .  AS 1 9 , 4 0 . 2 1 0  i s  a m e n d e d  t o  r e a d :

1 9  S e c .  1 9 . 4 0 . 2 1 0 .  P R O H I B I T I O N  OF O F F - R O A D  V E H I C L E S .  O f f - r o a d

2 0  v e h i c l e s  a r e  p r o h i b i t e d  o n  l a n d  w i t h i n  f i v e  m i l e s  o f  t h e  r i g h t - o f - w a y

2 1  o f  t h e  h i g h w a y .  H o w e v e r ,  t h i s  - p r o h i b i t i o n  d o e s  n o t  a p p l y  t o  o f f - r o a d

2 2  v e h i c l e s  s u p p o r t i n g  o i l  a n d  g a s  e x p l o r a t i o n ,  d e v e l o p m e n t ,  p r o d u c t i o n

2 3  o r  t r a n s p o r t a t i o n ,  o r  t o  a  p e r s o n  w h o  h o l d s  a  n i n i n g  c l a i m  i n  t h e

2 4  v i c i n i t y  o f  t h e  h i g h w a y  a n d  w h o  m u s t  u s e  l a n d  w i ; h i n  f i v e  m i l e s  o f  t h e

2 5  r i g h t - o f - w a y  o f  t h e  h i g h w a y  t o  g a i n  a c c e s s  t o  t h e  [ H I S ]  m i n i n g  c l a i m .

A C C.otJlcvAL'e. A S  0 \>  I D . D l O ( t ) t

1 \v\

-1- SB 115



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

s t a t e  a g e n c y  f o r  d i s p o s a l  t o  a  p r i v a t e  e n t i t y ^  t h e  s t a t e  s h a l l  c o n s i d e r  r e a  . o n a b l y  

a v a i l a b l e  p r i v a t e  s o u r c e s  o f  m a t e r i a l s  i n  t h e  a r e a .
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The D e p a r t m e n t  of Natural Resources is request in g a m e n dm en t 

of AS 19.40.200 and AS 19.40.210 to a l l o w  oil and gas 

e x p l o r a t i o n  and deve l op me nt  within five miles of the 

r i g h t - o f - w a y  of the Dalton Highway (North Slope Haul R o a d ) .

The statute p r e s e n t l y  prohibits the dis p os al  of state land 

under AS 38 and use of off-road veh ic l es  w i t h i n  five m il es  

of the highway., "State land" includes resources o w ne d by 

the state, i n c l ud in g oil and gas.

A l t h o u g h  the d e p a r t m e n t  does not beli e ve  it was the intent 

of the 1980 l egislature to prohibit oil and gas a ct i vi ti es  

along the highway, the statute as p r e s e n t l y  w r i tt en  m a y  be 

i nt er p r e t e d  to have that effect. Oil and Gas Lease Sale 47 

(Kuparuk Uplands) is tentatively sch ed ul ed  for May 21, 1985 

and c o n ta in s app r ox im at el y 611,840 acres. Of that total, 

some 230,000 acres (52 of the 113 tracts) are within the 

five-mile c or r i d o r  and will have to be d e l et ed  from the sale 

w i t h o u t  c l a r i f i c a t i o n  of the statutes cited above. Final 

n o tice of Sale 47 is scheduled to be giv^n M a r c h  22, 1985.
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Origi n a l  sponsor: Resources Committee

IN T H E  SENATE B Y  T H E  R E S O U R C E S  COMMITTEE

CS F O R  SENATE BILL NO. 115 (Resources)

IN T HE L E G I S L A T U R E  OF THE S TA TE  O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  BILL

For an Act entitled: "An Act r elating to l a n d  u se and d i s p os al  near a

h i g h w a y  right-of-way; a n d  p r o v i d i n g  for an effective 

d a t e . "

BE IT ENACTED B Y  THE L E G I S L A T U R E  OF THE STATE O F  ALASKA:

* Section 1. AS 19.40.200 is amended by a d d i n g  n e w  subse ct io ns  to read:

(b) T h e  p r o h i b i t i o n  on disposal of s t a t e  land u n d e r  (a) of this 

section doe s not apply to a

(1) d isposal n e c e s s a r y  for an oil and gas lease under

AS 38.05.180;

(2) a state lease or materials sale n e c e s s a r y  for e x p lo ra­

tion, deve lo pm e nt , production, or t r a n s p o r t a t i o n  of oil and gas or 

r e c o n s t r u c t i o n  or m a i n t e n a n c e  of the hi ghway.

(c) B e f o r e  the sale of materials u n d e r  (b)(2)of this sec ti on  to

a private e n t i t y  or p e r s o n  or to a state a g e n c y  the state shall give

due c o n s i d e r a t i o n  to the availability o f  m a t e r i a l s  fr om  private 

sources in the area w h e r e  the materials a r e  needed.

* Sec. 2. A S  19.40.210 is amended to read:

Sec. 19.40.210. P R O HI BI TI ON  OF O F F - R O A D  VEHICLES. Off-road 

vehicles a r e  p r o h i b i t e d  on land within f i v e  m i l e s  of the r ig h t- o f - w a y  

of the h i g h w a y .  However, this p r o h i b i t i o n  does n ot a p p l y  to off-road 

vehicles n e c e s s a r y  for oil and gas ex pl o r a t i o n ,  development, p r o d u c­

tion, or t r a n s p o r t a t i o n  ~

m m ^ _ o r  to a p e r s o n  w h o  holds a m in in g  c l a i m  in the v i c i n i t y  of the 

highway a n d  w h o  m u s t  us e land within five m i l e s  of the r i g h t - o f - w a y  of

-i- CSS B 1 1 5 (Res)
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DEPARTMENT OF NATURAL RESOURCES

PROPOSED AM EN D ME NT  T O  HB 143

1. Delete Section 1 and irj

*Section 1. AS 19.40.200 vis amen de d to read

r
sert: <*'v'

Section 19.40.200.\  P RO HI B I T I O N  ON DISPOSAL WITHIN 
FIVE M IL ES  OF THE HIGHWAY. \The state m a y  not dispose of 
state land under AS 38 which) is w i t h i n  five miles of the 
r ig ht-of-way of the h i g h w a y J This section does not apply to 
an oil and gas lease under AS 38.05.180, or to a disposal 
ne ce ss ar y for exploration, development, production, or 
transpo rt at io n of oil and q as ^& r fo r -re^efrstnructien— aftd

^  ̂  ^ L H J k .

2. Add a new section to read:

*Sec. 3. This Act takes effect i m m e d i a t e l y  in accordance 
with AS 01.10.070(c).

3. Chan ge  title to read: "An Act r e l a t i n g  to oil and gas 
activities along h i g h w a y  rights-of-way; and providing for an 
effective date."
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Original sponsor: House Special Committee
on bil and Gas

BY THE H O U S E  SPEC IA L 
IN THE HO US E C O M M I T T E E  ON OIL A N D  GAS

CS F O R  HOUSE BIL L NO. H 3  (Oil and Gas)

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

F O UR TE E N T H  L E G I S L A T U R E  - F I R S T  SESSI ON

A  BILL

For an Act entitled: "An Act r e l a t i n g  to oil and gas a c t i v i t i e s  along

h i g h w a y  rights-of-wayj** an^ pr«»/Ji/tj 'for c\a Jo.’Ve.

BE IT E N AC TE D BY THE L E G I S L A T U R E  OF T HE STATE OF ALASKA:

* Section 1. AS 1 9.A O . 200 is a m e n de d to read:

Sec. 1 9 . AO.200. P R O H I B I T I O N  ON D I S P O S A L  OF L A N D  W I T H I N  FIVE 

MILES OF THE HIGHWAY. The state m a y  n ot d i s p o s e  o f  state land under 

AS 38 w h i c h  is w i t h i n  five m il es  of the r i g h t - o f - w a y  of the highway*.
Tor o"? fc c o A S ^ d .o A  or i'OchaT*ao\ac£ o l ti\e.

This section does not a p pl y to an oil and ~gas lease under
o r  +o o. d isposal necto-jpr.i ^or >!orc.tio,\ Jty / t ' - tpmtAf  prorfoc.Ti6-\ o r

AS 38.05_.J80_. tr*A$j>»rt.T.,A 6I! ,1cf!'n , f  (,» ,»rTU Ipvtrioik.

* Sec. 2. AS l9.A0.2i0 is amended to read:

Sec. 19.A0.210. P R O H I B I T I O N  OF O F F - R O A D  VE HI CL ES . Of f- r o a d  

vehicles are prohib it ed  on land w i t h i n  five m i l e s  of the r i g h t - o f - w a y  

of the highway. However, this p r o h i b i t i o n  does n o t  a p p l y  to of f- ro ad  

vehicles n e c e s sa ry  for oil and gas e x p l o r a t i o n  c o n d u c t e d  u nd er  an oil 

and gas lease issued u n d e r  AS 3 8 . 0 5. 18 0  or to a p e r s o n  w h o  ho ld s a 

m i ni ng  c la i m in the v i c i n i t y  of the h i g h w a y  and w h o  m u s t  u s e  land 

w i t h i n  five miles of the r i g h t - o f - w a y  of the h i g h w a y  to g a i n  access to 

the [HIS] m i n i n g  claim.

~)eC • 3 .  T K i j  fvc I :<vk?5 effect inr>,nrd i/fe  Iy in <\CCorift.Ut
wftK A 5 01.10.070 c'c).

-1- CSHB 1.A3(Oil & Gas)
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■ ' " : Fairbanks, Alaska —  Stevens Village wishes to express
■ its extreme concern and fear over the State of Alaska 

' 'selecting lands within the haul road corridor around the 
Yukon Crossing near Stevens Village and to alert the gen­
eral public to this happening in order to rally more public 
•̂support to prevent this from happening.

f;; ’ These are lands that the people of Stevens Village 
" have traditionally used, occupied, and governed. The 
lands are subsistence-lands and as such are needed to re­
main in that use to maintain the subsistence economcy' 
and the traditional lifestyle of the people of Stevens 
Village.' • > " ‘ • • |

The people of Stevens Village are struggling to survive 
and to protect their culture and traditional lifestyle. In 
order to do this, they have to have a say in what goes on 
in their traditional lands that they use. They oppose the 
State selecting these lands because of the State’s insensi­
tivity in dealing with Stevens Village in the past.

For example, during pipeline days, the State rushed 
to build the Hickel Highway through Stevens Village’s 
lands without the village’s permission and without the 
construction permit being granted yet for the pipeline 
from the Federal government.

If the State selects these lands and then encourages 
settlement and/or development there, it will have a de­
vastating effect on the people of Stevens Village. Why

reasons of safety and efficiency it needs to remain free of 
settlement and/or development. ;Thi8''will save the State $ 
money in the long run.

We are asking the people of Alaska to support us in 
this by contacting the State Department ofk Natural 
Resources and our representatives in the State-Legisla- • 
ture. ‘ : ::

By keeping these lands in a natural state it will help 
to insure the survival of the Steven Village people and 
their culture, for without that Alaska can never be a great j.- 
land.



D I S C U S S I O N  D R A F T

1 / 2 1 / 8 5

Dalton Highway

P r o p o s e d  c l a r i f i c a t i o n  a m e n d m e n t s  to A S  1 9 . 4 0 . 2 0 0 - . 2 1 0

Sec. 19.40.200. Prohibition on disposal of land within five miles of 
the highway. The state may not dispose of state land under AS 38 which 
is within five miles of the right-of-way of the highway. However, this 
prohibition does not apply to oil and gas leases under AS 38.05.180; to 
other disposals necessary for oil and gas exploration, development, 
production or transportation; or to disposals for highway maintenance 
and construction purposes.

Sec. 19.40.210. Prohibition of off-road vehicles. Off-road vehicles 
are prohibited on land within five miles of the right-of-way of the 
highway. However, this prohibition does not apply to off-road vehicles 
supporting oil^and gas exploration, development, production^or 
transportation ,  or to a person who holds a mining claim in the vicinity 
of the highway and who must use land within five miles of the 
right-of-way of the highway to gain access to his mining claim.

1/21-cor
butts3
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1 IN THE SENATE BY THE RESOURCES COMMITTEE

2 CS FOR SENATE BILL NO. 115 (Resources)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to land use and disposal near a

7 highway right-of-way; and providing for an effective

8 date."

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

10 * Section 1. AS 19.40.200 is amended by adding new subsections to read:

11 (b) The prohibition on disposal of state land under (a) of this

12 section does not apply to a

13 (1) disposal necessary for an oil and gas lease under

14 AS 38.05.180;

15 (2) a state lease or materials sale necessary for explora-

16 tion, development, production, or transportation of oil and gas or

17 reconstruction or maintenance of t-Ho highway___________ _______ _

18 ''Before the sale of materials under (b)(2)of this section

19 s '  a private entity or person or to a state agency the state shall give

20 / due consideration to the availability of materials from private,

21 V  sources in the area where the materials are needed.

22 * SecTTl AS 19.40.210 is amended to read:

23 Sec. 19.40.210. PROHIBITION OF OFF-ROAD VEHICLES. Off-road

24 vehicles are prohibited on land within five miles of the right-of-way

25 of the highway. However, this prohibition does not apply to off-road

26 vehicles necessary for oil and gas exploration, development, produc-

27 tion, or transportation or to a person who holds a mining claim in the

28 vicinity of the highway and who must use land within five miles of the

^  29 right-of-way of the highway to gain access to the [HIS] mining claim.

-1- C S S B  1 1 5 (Res)
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B A C K G R O U N D  ON SB 115 
D EP AR TM EN T OF N A T U R A L  RESOURCES 

F e b r u a r y  8, 1985 
Senate R e s o u r c e s  Com mi tt ee

D I S P O S A L S  U ND ER  AS 38 N E C E S S A R Y  F O R  OIL  AND GAS DEVEL OP ME NT :

Oil and gas leases u n d e r  AS 38.05.180 co nvey 
explo r at or y d r i l l i n g  r i gh ts  and pr o du ct io n r i gh ts  
for any oil and gas discovered.

Ma te ri al  (sand and gravel) sales are made to 
private entities u n d e r  AS 38.05.110-120 for roads, 
drill pads, o f f s h o r e  a r t i f i c i a l  d r i l l in g islands, 
causeways, and o t h e r  facilities. "Sales" are al so  
made to the D e p a r t m e n t  of T ra ns p o r t a t i o n  and 
Public Facilit i es  for h i g h w a y  r e c o n s t r u c t i o n  and 
m a in te na nc e  under AS 38 .0 5. 8 10  (public and 
charitable u s e ) .

Oil and gas pipe li ne  r i g h t - o f - w a y  leases under 
AS 38.35 are the r e q u i r e d  a u t h or iz a ti on  to 
co nstruct an oil or gas pip el in e on or across 
state land.

Leases under AS 38. 05 .0 70  are held by pri va te  
service companies and co nt r a c t o r s  in the P r u d h o e  
Bay Industrial T r a c t  Subdivision. These c o m p a n i e s  
and contractors sell, rent, and repair e q u i p m e n t  
and provide services to oil and gas lessees. 
Aly e sk a Pipeline S e r vi ce  Co. also holds leases 
(for example, c o n s t r u c t i o n  camp s i t e ) .

A C T I V I T I E S  IMMEDIATELY A F F E C T E D  BY THE PROPOSED L E G I S L A T I O N

Oil and Gas Lease Sale 47 (Kuparuk Uplands) is 
t entatively s ch ed u le d for M a y  21, 1985,and 
contains a p p r o x i m a t e l y  611,840 acres. Of th at  
total, about 230,000 a cr es  (52 of the 113 tracts) 
are within five m i l e s  of the high wa y and w o u l d  
have to be d e l et ed  from the sale with ou t the 
p roposed c l a r i f i c a t i o n  of exis ti ng  statute. F i n a l  
notice of Sale 47 is s c h e d u l e d  to be given 
Ma rc h 22, 1985.

Seismic explo ra ti on  u s i n g  o f f - r o a d  veh ic le s is 
cu rrently p r o h i b i t e d  w i t h i n  the 10-mile c or ridor.

Several e xisting m a t e r i a l  sales to the D e p a r t m e n t  
of T r a n s po rt at io n  and P u b l i c  Facilities, and 
current pending a p p l i c a t i o n s  for con ti nu ed  
materials re qu ir e m e n t s  of A l y e sk a  wil l be in 

jeopardy.



A l a s k a  i? t a t e  ^ le g is la t u r e
A R L IS S  S T U R G U L E W S K I, C h a irm a n
B E T T Y E  F A H R E N K A M P , V ic e  C h a irm a n
J A C K  C O G H IL L
D IC K  E L IA S O N
V IC  F IS C H E R
R IC K  H A L F O R D
F R E D  Z H A R O F F

S e n a t e

Committee on &e£oarces

POUCH V
JUNEAU, ALASKA. 99B11

(907) 465-4907

M E M O R A N D U M January 30, 1985

TO: All Members
Senate Resources Committee

FROM: Senator Arliss Sturgulewski
Chairman, Senate Resources Committ'

RE: Proposed legislation regarding haul road right-of-way

In 1980 the legislature passed AS 19.40.200 and .210. These sections 
prohibit the disposal of state land within five miles of the Dalton Highway 
and also prohibit the use of off-road vehicles in this same area.

An oil and gas lease sale is currently scheduled to be announced in March 
and to take place in May of this year. This sale, number 47, would include 
area that is within this five mile border of the highway. If the existing 
statutes are not modified, the lease sale could not proceed.

The Department of Natural Resources, Division of Oil and Gas, has asked the 
Senate Resources Committee to introduce the attached legislation to remedy 
this problem. The House Special Committee on Oil and Gas introduced 
identical legislation yesterday.

A copy of the proposed legislation and a map of the area involved is 
attached.

Enclosures



IK THE SENATE BY THE RESOURCES COMMITTEE
SENATE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL
For an Act e n tit le d : “An Act re la tin g  to  o i l  and gas exploration along

highway rights-of-way.”
BE IT ENACTED BY THE LEGISIATURE OF THE STATE OF ALASKA:

* Section 1. AS 19.40.200 is  amended to  read:
Sec. 19.40.200. PROHIBITION OH DISPOSAL OF LAND WITHIN FIVE 

MILES OF THE HIGHWAY. The s ta te  may not dispose of s ta te  land under
AS 38 which is  w ithin fiv e  m iles o f the right-of-way o f the highway^
This section does not applv to  an o i l  and gas lease under
AS 38.05.180* other s ta te land d isposals necer.-vry fo r o i l  and gas
exploration, development, production, or transporta tion* or o ther
s ta te  land disposals necessary fo r highway maintenance and
construction .

*  Sec. 2. AS 19.40.210 is  amended to read:
Sec. 19.40.210. PROHIBITION OF OFF-ROAD VEHICLES. Off-road 

veh icles are prohib ited on land w ithin f iv e  railes of the right-of-way 
of the highway. However, th is  p roh ib itio n  does not apply to off-road
veh icles supporting o i l  and gas exp loration, development,-, production
or tran sporta tion , or to a person who holds a raining claim in  the 
v ic in ity  of the highway and who must use land w ith in fiv e  m iles o f the 
right-of-way of the highway to  gain access to  the [HIS] mining claim .
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TOTH ®(F ALASKA 
T j f i  U I ® D § I L A r a i

EfGtSLATWE AFFARS AHENCY
L E G I S L A T I V E  REFERENCE L I B R A R Y

May, 1986

Copies of m i n u t e s  listed b e l o w  w e r e  o r ig in al ly  included 
in this file. The minutes are available on the STAIRS 
date b a s e  C M  14. In order to save space copies of 
m i n u t e s  have n o t  be en  left in the files.

Jeanie Henry

TOUCHY. STATE CAWCX.
JUNEAU, AlASKA TO II

907*445.3800
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