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S B  2 6 4 ,  R E P E A L  P I P E L I N E  P R E A P P L I C A T I O N  D E A D L I N E  
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  

F e b r u a r y  2 6 , 2 0 0 4

SUMMARY OF INTENT:

• The purpose o f the Department of Natural Resources (DNR) proposed bill is to repeal the sunset 
date in AS 38.35.145(c). This statute allows DNR to enter into agreements with prospective 
lessees to recover the costs for preliminary work (preapplication work) on a pipeline right-of-way 
(R/W) lease application. This provision ended on December 31, 2003.

• This provision has been used most recently for pre-application work on the Pt. Thompson project, 
before that project was delayed; and the Kenai-Kachemak extension.

■ Applicants initiate the request for the services and are under no obligation to do so. However,
without this legislation DNR is not able to work with applicants until we receive an application.

BACKGROUND:

Pipeline R/W lease applicants must submit detailed applications that require significant engineering and 
design work. (AS 38.35.050 and .100) Applicants invest significant financial resources to a project ju st to 
complete the application. Revisions to the application are costly and may be the pivotal point for an 
applicant’s decision on the feasibility o f a project. Applicants have found that it is critical that agencies 
be involved in the preapplication phase so that industry is aware o f permitting issues at an early stage and 
they can build the issues into their application. Agency participation during the pre-application phase 
expedites the review and approval o f  the project.

DNR NEEDS THIS BILL IN ORDER TO ENTER INTO REIMBURSEMENT AGREEMENTS.

• AS 37.10.050 prohibits a State agency from charging a fee unless the fee is set or otherwise 
authorized by statute. Generally DNR is authorized to charge fees and enter into agreements 
under AS 37.10.050-.058.

• AS 37.10.058(5) specifically excludes pipeline R/W leases under AS 38.35.

• Fees and charges for pipeline R/W authorizations issued under AS 38.35 are addressed in AS 
38.35.140 and .145.

• AS 38.35.140 specifically addresses fees for processing a pipeline R/W application filed under 
AS 38.35.050, including reasonable costs associated with the monitoring, construction, operation, 
maintenance and tennination o f the R/W.

• AS 38.35.145 specifically addresses preapplication costs. AS 38.35.145(c) includes a sunset date 
of 12/31/03. Absent this bill, DNR is prohibited from entering into agreements for 
reimbursement for preapplication costs associated with pipeline R/W applications under AS 38.35 
after December 31, 2003.
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R E : S B  2 6 4

D e a r  R e p r e s e n ta t iv e s  M a s e k  a n d  D a h ls t ro m :

T h e  p u r p o s e  o f  th i s  l e t t e r  is  to  r e q u e s t  a  h e a r in g  in  th e  H o u s e  R e s o u r c e s  
C o m m itte e  fo r S B  2 6 4 .  W e r e q u e s t  a  h e a r in g  b e fo re  t h e  C o m m it te e  th e  w e e k  o f  
M a rc h  2 2 . F o r  y o u r  in f o r m a t io n ,  I h a v e  e n c lo s e d  a  c o p y  o f  t h e  G o v e rn o r ’s 
t r a n s m i t t a l  l e t t e r  ( s p o n s o r  s ta t e m e n t )  a n d  a n  in fo rm a t io n  p a c k e t .

SB  2 6 4  r e p e a ls  t h e  s u n s e t  p ro v is io n  in  AS 3 8 .0 5 .1 4 5 (c ) .  R e p e a l in g  th e  s u n s e t  
p ro v is io n  a l lo w s  th e  D e p a r tm e n t  o f  N a tu r a l  R e s o u rc e s  (DNR) to  c o n t in u e  to  e n t e r  
in to  r e im b u r s a b le  a g r e e m e n ts ,  o n  a  v o lu n ta r y  b a s is ,  w ith  p ip e l in e  r ig h t-o f-w a y  
le a s e  a p p l ic a n t s ,  fo r  c o s t s  i n c u r r e d  b y  D N R w h e n  a s s i s t i n g  a p p l i c a n t s  in  th e  
p r e p a r a t io n  o f  t h e i r  l e a s e  a p p l ic a t io n s .  S B  2 6 4  p a s s e d  th e  S e n a t e  u n a n im o u s ly .  
I t p a s s e d  o u t  o f  t h e  H o u s e  O il a n d  G a s  C o m m itte e  o n  M a rc h  16 .

T h a n k  y o u  in  a d v a n c e  fo r s c h e d u l in g  th i s  b ill. P le a s e  c o n t a c t  J a n e t  B u r le s o n  
B a x te r  a t  4 6 5 - 4 7 3 0  if  y o u  h a v e  a n y  q u e s t io n s .  Y ou m a y  a ls o  c o n t a c t  M a rty  
R u th e r fo r d ,  D N R  D e p u ty  C o m m is s io n e r ,  a t  2 6 9 - 8 4 3 1 .

S in c e re ly ,

E n c lo s u re

cc: M a rty  R u th e r fo r d ,  D e p u ty  C o m m is s io n e r ,  D NR
T o n y  B r a d e n ,  J P O
M ike T ib b ie s ,  L e g is la tiv e  L ia is o n , O ffice o f  G o v e rn o r  
J a n e t  B u r le s o n  B a x te r ,  L e g is la tiv e  L ia is o n , D N R

“Develop, Conserve, and Enhance Natural Resources fo r  Present and Future Alaskans."
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A N A L Y S IS : (Attach a separate page if necessary)
This bill repeals the sunset provision in AS 38.05.145(c). Repealing the sunset provision allows DNR to 
continue to enter into reimbursable agreements with pipeline right-of-way lease applicants for costs 
incurred by DNR when assisting them in the preparation of their lease applications. The fiscal impact of 
passing this legislation is $0.0. The impact of not passing the legislation is significant. For FY 04 DNR 
budgeted about $336.0 for these services. If we are no longer able to enter into reimbursable services 
agreements with these prospective clients we will not be able to participate in the pre-application review. 
Applicants are required to subm it detailed applications that include significant engineering and design 
work. It is critical that DNR participate at the pre-application phase before applicants have invested 
substantial time and money in a project that may not be feasible.

Prepared by: Janet Burleson Baxter
Division Commissioner's Office
Approved by:
Agency

Phone 465-4730
Date/Time 12/31/03

Thomas Irwin, Commissioner Date 12/31/03
N atu ra l R e s o u rc e s
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T h e  H o n o ra b le  G e n e  T h e r r i a u l t  
P r e s id e n t  o f  t h e  S e n a te  
A la s k a  S ta te  L e g is la tu r e  
S ta te  C a p ito l,  R o o m  1 0 7  
J u n e a u ,  A la s k a  9 9 8 0 1 - 1 1 8 2

D e a r  P r e s id e n t  T h e r r ia u l t :

U n d e r  t h e  a u t h o r i ty  o f  a r t i c le  III, s e c t io n  18 , o f  t h e  A la s k a  C o n s t i t u t i o n ,  I 
a m  t r a n s m i t t in g  a  b ill a l lo w in g  th e  D e p a r tm e n t  o f  N a tu r a l  R e s o u r c e s  (DNR) to  
c o n t in u e  to  e n t e r  in to  r e im b u r s e m e n t  a g r e e m e n ts  w ith  a p p l i c a n t s  fo r  D N R ’s  
p r e l im in a ry  w o rk  o n  o il a n d  g a s  p ip e l in e  r ig h t-o f -w a y  le a s e  a p p l i c a t io n s .  D N R ’s  
p r e l im in a ry  w o rk  s t r e a m l in e s  th e  a p p l ic a t io n  p r o c e s s .  A n  e ffe c tiv e  p e r m i t t i n g  
p r o c e s s  is  c r i t ic a l  to  re v ita l iz in g  th e  oil a n d  g a s  i n d u s t r y  a n d  g ro w in g  A la s k a ’s  
e c o n o m y . D N R ’s  c u r r e n t  a u t h o r i t y  to  e n t e r  in to  r e im b u r s e m e n t  a g r e e m e n t s  
“s u n s e t s ” o n  D e c e m b e r  3 1 ,  2 0 0 3 .  T h e  b ill c o n t a in s  a  r e t r o a c t iv e  p r o v is io n  to  
e n s u r e  th e r e  is  n o  "w indow " p e r io d  w h e n  r e im b u r s e m e n t  a g r e e m e n t s  c o u ld  n o t  
b e  e n te r e d  in to  b y  D N R .

A S 3 8 .3 5  r e q u i r e s  p ip e l in e  r ig h t-o f -w a y  le a s e  a p p l i c a n t s  to  s u b m i t  
d e ta i le d  a p p l ic a t io n s  t h a t  in c lu d e  s ig n if ic a n t  e n g in e e r in g  a n d  d e s ig n  w o rk . 
S u b s ta n t i a l  in v e s t m e n t s  o f  t im e  a n d  m o n e y  a r e  n e e d e d  e v e n  b e fo re  a n  
a p p l ic a t io n  is  o ffic ia lly  s u b m i t t e d  to  D N R . C o s ts  o f  p r e - a p p l i c a t io n  w o rk  b y  
s t a t e  a g e n c ie s  l ik e  D N R  c a n  r a n g e  f ro m  a b o u t  $ 4 0 ,0 0 0  fo r  a  s im p le  p ip e l in e  to  
s e v e ra l m i l l io n s  o f  d o l la r s  fo r  a  p r o je c t  lik e  th e  p r o p o s e d  A la s k a  n a t u r a l  g a s  
p ip e lin e . I n c o m p le te  a p p l ic a t io n s  o r  a p p l i c a t io n s  t h a t  m u s t  b e  r e v is e d  l a t e r  a r e  
c o s tly , c r e a te  d e la y s  t h a t  c o u ld  c o s t  a  p r o d u c e r  th e  c o n s t r u c t io n  s e a s o n ,  a n d  
m a y  d ire c tly  im p a c t  a  d e c is io n  o n  th e  fe a s ib i l i ty  o f  a  p ro je c t .

D N R ’s  a s s i s t a n c e  a n d  g u id a n c e  r e s u l t s  in  a  g o o d  w o rk in g  r e l a t i o n s h ip  
w ith  th e  a p p l ic a n t .  I t  a l s o  r e s u l t s  in  e a r ly  c o m m u n ic a t io n  a n d  e x p l a n a t i o n  o f  
s t a t e  la w  r e q u i r e m e n t s  to  a p p l i c a n t s ,  c o m p le te  in i t ia l  a p p l i c a t io n s ,  q u ic k e r

g o v e r n o r o g o v .s t a t e .a k . u s

F r a n k  H .  M u r k o w s k i

Governor

S t a t e  o f  A l a s k a

O FF ICE  OF  TH E  G O V E R N O R  
JU N E A U

http://WWW.GOV.STATE.AK.US
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P a g e  2

p r o c e s s in g  b y  D N R , fe w e r  r e v is io n s ,  a n d  a  g r e a t e r  c h a n c e  o f  a p p r o v a l  o f  th e  
p r o je c t  b y  D N R .

I u r g e  y o u r  p r o m p t  a n d  f a v o ra b le  a c t io n  o n  th i s  m a t te r .

S in c e re ly  y o u r s ,

■ Prank H . M u rk o w s k i  
G o v e rn o r

E n c lo s u r e
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D ate  o f  C o m m itte e  A c tio n :

T h e  H O U S E  S P E C IA L  C O M M IT T E E  O N  O IL  A N D  G A S  c o n s id e re d :

FURTHER REFERRALS: Resources

SB 264

S E N A T E  B IL L  N O . 264  R E P E A L  P IP E L IN E  P R E A P P L IC A T IO N  D E A D L IN E
"An Act repealing  the tim e lim itation on the au thority  o f  the  D epartm ent of N atural R esources to en te r into agreem ents 
with a person o r  persons desiring to own an oil o r n a tu ra l gas pipeline proposed to he located on s ta te  land for the purposes 
of providing fo r paym ent of the reasonable costs incu rred  in p rep arin g  for activities before receip t o f an  application under 
the Alaska R ight-of-W ay Leasing Act; and providing fo r  an  effective date."
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