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A ATVFCOWW™* GOVERNOR

PR 400 WILLOUGHBY AVE.
JUNEAU, ALASKA 99801
PHONE : (907) 465-2400

February 16, 1987

The Honorable Lloyd Jones
Chairman

Senate Transportation Committee
Alaska State Legislature

P.O. Box V

Juneau, AK 99801

Dear Senator Jones:

Subject: Senate Bill 108, relating to decisions on
right-of-way lease applications.

Position: The Department of Natural Resource supports the
amendment to the oil and gas pipeline right-of-way leasing
statute (AS 38.35.100(b)) described in this bill.

Background: Sen. .o Bill 108 would allow the commissioner to
issue a conditional pipeline right-of-way lease even if the
applicant is not presently "fit, willing and able."”

The existing "fit, willing and able"™ standard requires the
applicant to be nearly ready to begin construction before a
right-of-way lease can be issued. In other words, Tfinancing
has to be reasonably assured, gas sale contracts and markets
in place, and construction designs substantially completed.

The commissioner currently has only one alternative to
finding an applicant "fit, willing and abl:,”™ and that is to
deny the application. This bill would provide the
commissioner with an additional alternative; the ability to
issue a conditional right-of-way lease, subject to
conditions that ensure the applicant will become "fit,
willing and able."

This bill would have a positive effect on the economic
development of pipeline projects in Alaska and would not
reduce the "fit, willing and able™ standards an applicant
would be required to meet prior to actual construction of a
pipeline.

10.J9LH



The Honorable Lloyd Jones -2- February 16, 1987

Recommendation: To ensure that the applicant is required to
become "fit, willing and able”™ within a reasonable period of
time, add the words "within a prescribed amount of time™ to
line 15, after the word able.

Please let me know if you would like additional information.

cc: Committee members
Governor®"s Legislative Liaison
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February 17, 1987

MEMORANDUM

To: Members of tlie Senate
Comnittee on Transportation-— )

From: Senator John B. Coghill
Re: SB 198, "Decisions on RO™/Lease Applications"

Presently under AS 38.35.100(b), the Coitmissioner of DNR must make the
determination that the applicant is "fit, willing and able to perform
the cransportation” prior to issuing a right-of-way lease.

Past interpretation of this standard has meant that any applicant must
have the financial capability to go forth with the project which would
utilize the right-of-way.

In today®s world a right-of-way permit has a value all its own when
negotiating financing. To make financing a condition of the ROW lease
application hampers a project”s chances of becoming a financial reality.

This bill amends the Right-of-Way Leasing Act so that the Conmissioner
aaii condition a grant of right-of-way so that the applicant can receive
the right-of-way but must demonstrate that it is "fit, willing and able”
prior to being allowed to start construction on that right-of-wav.

» current standard of "fit, willing and able™ is not circumvented but
w - finding is postponed to a later phase in the process.

I believe it is important in these times to allow modifications in our
statutes that assist industry in the real world, without lifting our
standards.
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Original sponsor: Coghill

IN THE SENATE BY THE TRANSPORTATION COMMITTEE
CS FOR SENATE BILL NO. 108 (Transportation)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to decisions on right-of-way lease
applications.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.35.100(b) 1is amended to read

) IT the commissioner makes the [THESE] determinations de-
scribed in (@ of this section favorably to the applicant, then the
commissioner may grant all [THE WHOLE] or part of the application.
Otherwise, the commissioner may [SHALL] deny the application or grant
the application subject to conditions established b? the commissioner
that will ensure that the applicant is fit, willing, and able within a
prescribed period of time to perform the transportation or other acts
that will be required by the present or future public interest. In
order to grant all [THE WHOLE] or part of the application the commis-
sioner shall offer a lease to the applicant for ts acceptance through
signing of the lease and agreeing to comply with its terms, condi-
tions, and obligations. Only upon proper acceptance of offered lease
by the applicant within 30 days after its having been presented is the

grant of the application consummated.

- 1- CSSB 108(Trsp)



Introduced: 2/5/87
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IN THE SENATE BY COGHILL
SENATE BILL NO. 108
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to decisions on right-of-way lease
applications."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.35.100(b) 1is amended to read:

(b) IT the commissioner makes the [THESE] determinations
scribed in (@ of this section favorably to the applicant, then the
commissioner may grant all [THE WHOLE] or part of the application.
Otherwise, the commissioner may [SHALL] deny the application or grant
the application subject to conditions established by the commissioner
that will ensure that the applicant is fit, willing, and able to
perform the transportation or other acts that will be required b™ the
present or future public interest. |In order to grant all [THE WHOLE]
or part of the application the commissioner shall offer a lease to the
applicant for its acceptance through signing of the lease and agreeing
to comply with its terms, conditions, and obligations. Only upon
proper acceptance of offered lease by the applicant within 30 days
after its having been presented is the grant of the application con-

summated.

SB0108a -1 SB 108





