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N A R R A T I V E  AT T A C H M E N T  TO F I S C A L  NOT E  ON A P - V A L O R E M  PROPERTY T A X  MEASURE.

T h e  a d - v a l o r e m  tax b i l l  w h i c h  proposes a property tax on oil and gas property 

a n d  e q uipment is an e n t i r e l y  new area of taxation for the State of Alaska.

The m a g n i t u d e  of the p r o j e c t  w h i c h  wo u l d  have to be assessed under this bill 

is w i t h o u t  pre c e d e n t  in the history of the oil and gas industry and w i l l  

require the bes t  e x p e r t i s e  in the field of oil and gas property assessment 

that can be obtained. It is probably not feasible for the State of A laska  

to h i r e  that e xpertise un d e r  the personn* .. classification s ystem n o r  does it 

s e e m  that it w o u l d  be desirable since the expertise necessary to do the initial 

v a l u a t i o n  and set up the p r o g r a m  would not be required on that scale thereafter.

Accor d i n g l y ,  w e  p r o p o s e  that the administrative machinery for this tax b e  set 

up a l o n g  two lines which w o u l d  operate in parallel and would complement each 

other. The p r o p o s a l  that we have in mind w o u l d  provide for the state to be 

able to use the be s t  experts available in the field of oil and gas property 

valuation, y e t  w o u M  also allow the state to develop some in-house expertise 

for the ongoing a d m i n i stration of the p r o g r a m  once the property h ad been fully 

d e veloped and the i n i t i a l  assessment made. O ur survey cf other states which 

i mpose a property tax on o il and gas properties indicates that there are 

p r i v a t e  firms available w h o  have the necessary engineering and econ o m i c  expertise 

and w h o  do assist other states and their local subdivisions in the very technical 

aspects of v a l u i n g  oil and gas properties. This is a widespread prac t i c e  in 

Texas, Kansas, L o u i s i a n a  and other oil and gas producing states.

W e  p r o p o s e  to utilize this expertise by hiring one of these firms rn a. contractual 

ba s i s  to: •

1. Develop the initial assessment inventory and evaluation of the 

p r o p erties throughout the construction period of the pipeline and 

i n c l u d i n g  all facilities in Prudhoe Bay and Valdez.

2. Formulate interpretative guidelines and regulations for p r o p e r  

a d m i n i s t r a t i o n  of the Statute.

3. Develop s y s tems and procedures for methods cf reporting and 

collection of the tax.

4. Provide training to our resident staff in oil and gas property 

val u a t i o n  techniques to enable then -to administer the p r o g r a m  on 

a p e r m a n e n t  basis once the primary crr.struction is completed.
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Continuation Page 2

O u r  best estimates of the e ntire cost of these services throughout the . 

construction period is b e t w e e n  s i x  and seven hundred thousand dollars. On 

a comparable fee basis this is very low in relation to the total assessed 

valuation anticipated and the pot e n t i a l  revenues y i e lded to the state from  

property tax.

\le also propose the i m m e d i a t e  h i r i n g  of personnel for the Division of Ad-Valorem 

Property T a x  in the D e p a r t m e n t  of Revenue and the support p e rsonnel for the 

assessment review board. T h e  people h i r e d  f or various assessment positions 

in this Division w o u l d  w o r k  very’ closely w i t h  the contracted fi r m  in developing 

the initial valuations, systems, procedures and regulations. At the time the 

pipe l i n e  is completed and op e r a t i o n a l  these people w o u l d  be we l l  trained in oil 

and gas valuation techniques and w o u l d  r t that point be able to continue on 

their own the v a luation of oil and gas property in the state. We ha v e  provided, 

however, that the p r i v a t e  firm wo u l d  be ke p t  on a small fee bisis for consultation 

s hould it b e come nec e s s a r y  in future years beyond the completion of the pipeline. 

This is advisable since certain very c o m plex and h ighly technical problems may 

arise from time to time w h i c h  w o u l d  be b e y o n d  the expertise of the exis t i n g  staff 

a nd w o u l d  require c o n s u l t a t i o n  with specialists. These specialists, of course, 

are available w i t h  these p r i v a t e  firms. This is also consistant w i t h  the methods 

followed by other states and local governments who do utilize these firms on a 

continuing basis. The fee w e  have calculated for this continuing service w o u l d  

be a m o d e s t  $50,000.00 a year. The attached fiscal no t e  indicates that the total 

cost of administration, i n c l u d i n g  the assessment review bo a r d  and its s u p port 

p-cioufuiel, the p e o p l e  of our own division and the p r i v a t e  fir m  under contract 

w o u l d  be $364,000.00 in f iscal y e a r  1974. It will be necessary for us to request 

an appropriation in this amount for the current ye a r  as a part of the s p e c i a l  

session legislative package. In fiscal y e a r  1975 w h i c h  w o u l d  be first >rear of 

construction this w o u l d  go up tc $644,000.00 and reach a m a x i m u m  of $651,000.00 

in 1976. Thereafter, as the consulting firm phased out its primary function 

the cost w o u l d  drop to about $550,000.00 in 1979 for the ongoing cost of
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anticipated revenue at that time. In fact, in 1979, the administrative cost 

w o u l d  be less than one ha l f  of one n e r c e n t  of the total revenues received and 

w e  could expect that ratio to continue fro m  that point on.

O u r  anticipated a d m i n i s t r a t i v e  expenses take into account the credit allowed  

un d e r  Section 43.56.010(b) of the proposed .Legislation, however, it must be 

•pointed out that any s p e c i a l  revenue s h a ring provisions which may evolve from 

the s p e c i a l  or r e g ular s e s s i o n  m a y - result in additional administrative cost.

As these special i mpact revenue s h a ring programs have been the topic of discussion 

in the legislature for the p a s t  two sessions and are not as yet resolved, it is 

p r e m a t u r e  for us to an t i c i p a t e  the amount of administrative cost involved.

In addition, we h a v e  a t t a c h e d  to the fiscal note a cop’ of our worksheets wh i c h 

provide a detailed b r e a k d o w n  of the object expenses for the n ew A d - V a l o r e m  

Property Tax: Division w i t h i n  the Department of Revenue as veil as the b o a r d  

created by the legislation. The Department of Revenue remains at the d i s p o s a l  

of,anyone w h o  may desire ad d i t i o n a l  i n f o r m a t i o n  on these estimates.

AGO 7 8 7 8 7 7



D i r e c t o r 

S ecretary I

3 Supervisors

3 A p p r a i s o r  II's

3 A p p r a i s o r  I ’s 

3 Clerk T y p i s t  Ill's

2 T a x  Exam i n e r  I I’ s

T O T A L  SALARIES 

B ENE F I T S  @ 16%

TOTAL PERS O N A L  SERVICES

Note: P e r s o n a l  Services for

b a l a n c e  of FY 74 are- 

assumed to start Jan. 1, 

1974. Me r i t  increases 

r eflected each year.

T R A V EL

Conferences w i t h  other states 

and contracting firm.

I

. On-Site inspection of 

P roperty

A d m i n i s t r a t i v e

TOTAL TRAVEL

117816

18851

13 6667

600C

0 0 0 0

1500

7500

PAGE 1 OF 2

FY
1975

26880

*8586
i

6*2 316
|

5|3766

46422

2*2230
i

19896

240096

38415

27 8511

2 0 0 0

0 0 0 0

2500

44500

FY
1976

27888

3908

6(4653

55782

4*8163

2*3064
I ’

20642

24pi00

39856

288956

2 1 0 0

42000

2625

46725

FY
1977

2 p9 34 

9242

67077

5^874
i

. 49969 

213929 

21416

256441

41.351

299792

1 2 0 0

44100

2 7 5 6

49056

FY
1978

3Q019

9589

6 '! 5 9 3 
I

60044

51843

24326

27219

268133I

42901

3ll034

2315

S305

2894

.514

FY
1979

i
I

31145

9548

72202

6 2 2 9 b

5378/ 

7 5/5/

23053

278188 

' 445101
322698

2430

48620
j

3039

i
I

54089
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P R O P O S Z D  PROP E R T Y  T A X  DIVISION 

3 U D G E T  PROJECTIONS

C O N T R ACTUAL

Postape  

Tele p h o n e  

P r i n t i n g

Rent

P r o f e s s i o n a l  Services 

(Initial Evaluation, Regs, 

Systems & Procedures & Staff

Tr a i n i n g  w o u l d  be contracted 

out d u r i n g  a 3 y e a r  construction 

period. T h e r e a f t e r , they w o u l d  

be a v ailable for technical 

c o n s u l t a t i o n . )

TOTAL CONTRACTUAL

COMMODITIES

E Q U I P M E N T

All n e w  in 1974, replacement

thereafter

TOTAL B UDGET

T i / i  -
6/40/74..

1 2 0 0

700)

5000

2600

12

15

5000

0800

3000

3 :

3,368)

1647

PAGE 2 OF 2

FY
1975

FY
1979

2430

14586

6381

?.7r»r,n

55000

105965

829

30

489011



A
G
O
 

7
8
7
8
8
0

P R O P O S E D  P R O P E R T Y  T A X  A S S E S S M E N T  R E V I E W  B O A R D  

_____________ _ BUDGET. P R O J E C T I O N S ________ ^ ..........

I  T  11/1  -

6/30/74...

!; P E R S O N A L  SERVICES

E X E C U T I V E  D I R E C T O R  

S e c r e t a r y  I

T O T A L  SALARIES  

B e n e f i t s  @ 16%

T O T A L  P E R S O N A L  S E R V I C E S

I T R A V E L
t
i A s s e s s m e n t  R e v i e w  

M e e t i n g  - Exec. Dir., 

Sec. & 5 Members

C O N T R A C T U A L  SERVI C E S  
•»

P o s t a g e 

; Tel e p h o n e  

! P r i n t i n g

Rent

i T O T A L  C O N T R A C T U A L  .

CO M M O D I T I E S

E Q U I P M E N T  

First Y e a r  Only

i. TOTAL B U D C E T  

I C O M B I N E D  B U D GETS 

j D i v i s i o n  & Board

l ’   ~

R A N G E

23  

10

1 0 9 7 4  

14212

5186

2 4 3 0

1 7 6 1 6

7 0 0 0

3 0 0

1 0 0 0

3 0 0 0

3 0 0 0

5 3 0 0

2 0 0

2 0 0 0

3 2  116

3 6 3 7 6 3

FY
1 9 7 5

2 2 3 6 2

8 5 8 6

3 0 9 4 8

4 9 5 Z

3 5 9 0 0

" F Y ......■]['" FY
. 1 9 7 6 _I! .1977.

7 3 5 0

15565

4 0 0

49215

644306

3 2 0 1

3 9 0 8

3 2 1 0 9

5137

7 2 4 6

7718

8 4 3

4 2 0

5 1 2 2 7

66 1.343

_  II—

2 4 0 7 1

0 2 4 2

3 p 3 1 3

5 3 3 0

3 6 4 3

8 1 0 3

6 1 3 5

4 4 1

5 3 3 2 2

I ... 6 o io 6 6 . .  .

FY
. 1 9 7 8 .

2 4 9 7 3

9 5 8 9

3 4 5 6 2

5 5 3 0

4 0 0 9 2

8 5 0 9

6 4 4 2

4 6 3

5:) j 5 0 Q  

5 2 2 5 5 6

i !
I, ‘

57779
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BU DG ET  AND m i l  COMMITTEE JUHEAU 99801

FINANCE D IV IS IO N  
POUCII WF —  STATE CAPiTOL

/

M E M O R A N D U M

TO: Finance Committees
Alaska State Legislature

DATE: October 22, 1973

/ .

FROM: V. Kent Dawson , 7'-,y
Fiscal Analyst

SUBJ: Comments on SB 2 
and HB 2

Legislative Finance

The Department of Revenue's fiscal note for the proposed Assessment Board and 
Ad Valorem Tax Division calls for full six months funding of all 18 staff 
positions requested. The agency's plan is for the 18 member staff to first 
aid a consultant in the initial assessment, and then be involved in subsequent 

assessments and training in anticipation of the expected heavy workload of 

late FY 75 and on into FY 76 and FY 77.

For your review, an alternate approach has oeen prepared (Attachment A) which 
calls for heavy reliance on a consultant during FY 74 aided by a smaller 

initial-phase staff. In FY 75, as needs are better known (and with the aa- 
varitaye of the consultant's expert advice) Full staffing could be devtloptu. 
Later, after the staff has been hired and adequately trained, the consultant's 

services could be phased out. This one alternative as prepared suggests a 
$245,000 FY 74 appropriation as opposed to the $364,000 request of the agency.

VKD/af
Attachment

AGO 787881
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T H E E  LEGISLATHJEHfii

BU D G ET  AND A U D IT  COMMITTEE

AUDIT DIVISION
P O U U I V! —  ALASKA O ff  ICE  BU ILD IN G

FINANCE DIVISION 
FOUOI WF —  STATE CAPITOL

Ju n e a u  m o i

M E M O R A N D U M

TO: Finance Committees
Alaska State Legislature

FROM: V. Kent Dawson , f  '
Fiscal Analyst 
Legislative Finance

\

DATE: October 22, 1973

SUBJ: Comments on SB 2
and HB 2

The Department of Revenue's fiscal note for the proposed Assessment Board and 
Ad Valorem Tax Division calls for full six months funding of all 18 staff 
positions requested. The agency's plan is for the 18 member staff to first 
aid a consultant in the initial assessment, and then be involved in subsequent 
assessments and training in anticipation of the expected heavy 'workload of 
late FV 75 and on into FY 75 and FY 77.

For your review, an alternate approach has been prepared (Attachment A) which 
calls for heavy reliance on a consultant during FY 74 aided by a smaller 

initial-phase staff. In FY 75, as needs are better known (and with the ad­
vantage of the consultant's expert advice) full staffing could be developed. 
Later, after the staff has been hired and adequately trained, the consultant's 

services could be phased out. This one alternative as prepared suggests a 
$245,000 FY 74 appropriation as opposed to the $364,000 request of the agency.

VKD/af
Attachment
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ATTACHMENT A 

ALTERNATE FY ?•'! BUDGET 

(All Positions Budgeted for Six Months)

LINE ITEMS 

Personal Services

 Assessment Board
Secretary I

 Ad Valorem Division
Director 
Secretary I 
Supervisor 
Appraisor II 
A.ppraisor I 
Clerk Typist ill

F Y  7 4

 Travel

$ 4 , 2 1 2

$ 13,194 
4 ,212

10,194 
0,796
7,596
3,636

SUBTOTAL................. $ 51,840
Benefits @ 1.6$.......... 8 ,294

TOTAL PERSONAL SERVICES$ 60,134

$ 2 5 , 0 0 0

 Contractual $150,000

 Commodities $ 2,200

 Equipment $ 8,000

TOTAL FY 74 BUDGET $245,334
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t i ) UirilU I ObF□ AUDIT DIVISION

T E D G i  I L E G I S I L A T U G E E

BU D G ET  AND A U D IT  COMMITTEE

u
POUCII W  —  ALASKA OFFICE BUILDING

FINANCE D IV IS IO N  
IO U C H  WF —  STATE CAPITOL

JUNEAU 99801

M E M O R A N D U M

TO: Finance Committees
Alaska State Legislature

DATE: October 23, 1973

FROM: V. Kent Dawson
Fiscal Analyst 
Legislative Finance

SUBJ: HB 2 and SB 2 Alternative

jr2 to FY-74 Funding

The introduction of a Committee Substitute to HB 2 adding a $5,000,000 ap­

propriation to be used for "extraordinary expenses" during FY 74 brings to 
life yet another means of financing the Assessment Board's FY 74 operation.

Because of the uncertainty of what will actually be needed during FY 74 by 
the Board and its staff, the sum actually appropriated to the Department 

of Revenue for the Assessment Board could be reduced even further than 

•suggested in my memorandum of October 22. To forestall the possibility 
that the pipeline construction will get going exceptionally early, leaving 

the Assessment Board suddenly short of funds, the wording under Section 2 

of the Committee Substitute could be changed to allow the Governor, with 
the approval of the Budget and Audit Committee, to make available additional 

funds necessary for the Assessment Board.

Attached please find a proposed tabulation of line item appropriations 

totalling $144,000. As one can see, ample contractual funds would remain 

to assure the capaoility of immediate contracting with a consultant 

should that prove advantageous.

The benefit of a lower "guaranteed" appropriation to begin with, is that 
the Budget and Audit Committee, under Section 2, would have to approve 

further increases as need becomes better known.

AGO 7 8 7  8 8 3  "V



HOUSE BILL 2 FISCAL MOTE 

FY 74 BUDGET ALTERNATIVE U2 

(All Positions Budgeted for Six Months)

PERSONAL SERVICES

Assessment Board

Secretary I $ 4,212

Ad Valorem Division

Director $ 13,194
Secretary I 4,212

Subtotal $ 21,618
Benefits @ 1 6 %. . . . ........  3,459
Total Personal Services...$ 25,077

TRAVEL $ 15,000

CONTRACTUAL SERVICES $100,0 ;0
I

COMMODITIES $ 1,000

EQUIPMENT $ 3,000

Total FY 74 Budget........ $144,077

AGO 7 8 7 8 8 4
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* ^STATE 

- o f  ALASKA m m m m m
DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS

t o= p
V. Kent Dawson 
Fiscal Analyst 
Budget and Audit Committee

date : October 16, 1973

from: Byron I. Mallott^i'Uf t
SUBJECT:

Commissioner

I have given consideration to the matter of establishment of the State 
Assessment Review Board and assignment of assessment responsibilities, 
relative to property used in the exploration, production, and transporta­
tion of oil and gas, to the Department of Revenue in light of the municipal 
assessment functions monitored and supported by this Department, and 
S u r e s t  that the apparent differences in scope and purpose of the 
assessment of the referenced property, as set forth in the package 
submitted for legislative action, warrant separate placement.

Levy and collection of ad valorem taxes in the manner proposed by 
the referenced legislation is principally intended to return revenue 
to the State and, as such, is within the purview of that executive 
department principally concerned with collection, custody, and manage­

ment of State funds. As a major source of revenues for continuing State 
programs, I am certain that the Department of Revenue will give close 
attention to activity that attends petroleum production on transportation 
activity, developing a system of accounting and assessment that values 

the subject property in a uniform manner.

This Department's assessment program has been limited to monitoring 

the practices of Alaska's municipalities, preparation and revision of a 
handbook on cost appraisal and other guidelines for municipal assessing, 
computation and determination of the full and true value of real and 

personal property as an adjunct of the school district Foundation Program, 
and direct responsibility in approving rebates to municipal governments 
for the senicr citizens' property tax exemption.

Assessment procedures supportive of uniform treatment of oil and gas 
production properties preliminary to levy of ad valorem taxes for State 

functions is not a matter such that responsibility for assuring return 
of revenues should be placed in an executive department with mandate 
to provide maximum assistance to political subdivisions.

If, however, the Legislature suggests amendment or deletion of that 
provision vesting assessment, levy and collection in the State, reserving 
the ad valorem tax power to municipal governments in which the subject 
property has a situs or resolving to shift the emphasis such that munici­
palities may be provided a greater share of revenues received, consideration

AGO 7 8 7 8 8 5



V. Kent Dawson

may properly be given to the participation of the Department of Community 
arid Regional Affairs in review and supervision of the individual efforts 
of political subdivisions in determining property values. Should the 
Legislature alternatively provide that revenues received from an ad valorem 
tax levied on oil property by the State be shared in some manner with all 
local governments, consideration may also properly be given to the partici­
pation of this Department in the administration of that sharing to the extent 
that State local governmental policy and programs may be maximized by that 

participation.

AGO 7 8 7 8 8 6



TO:
r

Jay Hogan, Director 
Division of Legislative Finance 
State Capitol, Room 425 
Juneai

FROM:
R. D. Stev-enson 
Commissioner 
Department of Revenue

DATE • October 18, 1973

subject: Fiscal Note Request
Senate Bill 2 and
House Bill 2

I am enclosing a fiscal note and proforma budget projection out­
lining the Deportment of Revenue's expenses in administering the 20 mill 
property tax.

Our administration plans call for establishing a new ad valorem 
tax division located in Anchorage staffed by the best available State assess­
ment personnel. We plan to engage an out-of-state petroleum property 
assessment firm to assist with the initial assessment and train an in-house 
staff.

As further described in the accompanying statements, we 
estimate the expense in FY 74 to be approximately $364,000. The highest 
cost foreseen is in FY 76 at $660,000. This expenditure is formulated in an 
early stage of the planning and may change mater*]ally as experience is 
gained. However, we have contacted many other states and believe our

o  vir> />■*-* 4- ■» v»/-s 1 ▼ * i v* f r»^r*onr>T nvtiinU VAtliUlVW U* W AV — £-j • - «. wa. •••«>«■ £* Vo w»aw v •

The next step to further planning and eventual operation of this 
ad valorem tax division would be to hire several key individuals qualified 
to assume leadership positions witi.in the division itself. The complex 
nature of industrial property assessment, particula../ petroleum property, 
requires specialized training and experience. Initially, we plan to review 
the qualifications of individuals now engaged in assessment work in Alaska.

RDS: agm 
Enclosures

cc: The Honorable Earl D . Hillstrand
Chairman, House Finance Committee 
The Honorable Clifford J . Groh 
Chairman, Senate Finance Committee

*
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r 151AL f.UxX,

First Special Session - Eighth Legislature

Bill Identification;   _ ______ _____________________
Title: Special appropriation to administer oil & gas property tax.

I .  R E Q U E S T
Senate Bill 2 and House Bill 2

Requested by; Legislative Finance________ __________
Return Date Requested: As soon as possible.
Agency; Department of Revenue Program:

D a t e : 1 0 / 1 1 / 7 3

II. F ISCAL DETAIL
Budget Request Unit(s) Affected: (1) Ad-Valorem Tax Division (New)___________

A. EXPENDITURES : (Thousands of dollars)\vith Statewide Assessment Review Board

OBJECT FY 7*» FY 75 FY 76 FY 77 FY 78 FY 79
100 PERSONAL SERVICES 154.2 ~3T47 4' ■326.3 338.4 351.1 '36473

200 TRAVEL 34.5 51.9 54.4 57.2 60.0 63.0
300 CONTRACTUAL 156.1 272.5 274.8 202.3 205.0 112.8
400 COMMODITIES 3.2 ~ 3.5 3.7 3.9 4.1 4.3

500 EQUIPMENT 15.7 2.0 2.1 2.2 2.3 2.4
600 LAND ?< STRUCTURES i
700 GRANTS, CLAIMS, ETC.

mr*m a t jlui nu

.

363.7

*

644.3 661.3 

______

604.0 522.5

1

546.8

B. F U N D I N G : (Thousands of dollars)

GENERAL FUND 363.7 644.3 661.3 I 604.0
!

522.5 546.8

F EDERAL FUNDS 1
1

OTHER 1
\

C. POSITIONS;

PERMANENT/TEMPORARY 18/ 1 8 / 18/ 18/ 18 / 18 /

MAN MONTHS (P./T.) 108/ 216 / 216/ 216/ 216 / ~lr n r y

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

i

SEE NARRATIVE NOTE ATTACHED.

IV. ATTACHMENTS

(1) Detail of object codes for Ad-Valorem Tax Division.

(2) Detail of object codes for Statewide Assessment Review Board.

V.' DATE: October 18, 1973 PREPARED BY :
Frederick P . Boetsch

Original: Loglnlatlve Finance
cc: Budget and Management

• Prime Sponsor (First Legislator Named)

Director, Audit Division 
Department of Revenue
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N A R R A T I V E  ATT A C H M E N T  TO F I S C A L  NOT E  ON A D - V ALOREM P R O P E R T Y  T A X  MEASURE.

T h e  a d - v a l o r e m  tax bi l l  w h i c h  proposes a property tax o.-« oil and gas property 

a n d  equipment is an entirely new area of taxation for the State of Alaska.

The magnitude of the p r o j e c t  w h i c h  wo u l d  have to be assessed under this bill 

is w i t hout p r e c e d e n t  in the history of the oil and gas industry' and wi l l  

require the b e s t  e x p e r t i s e  in the field of oil and gas prop e r t y  assessment 

that can be obtained. It is probably not feasible for the State of A laska 

to hire that expertise un d e r  the p e r s o n n e l  classification s ystem n o r  does it 

s e e m  that it w o u l d  be d e sirable since the expertise nec e s s a r y  to do the I n i tial 

val u a t i o n  and set up the p r o g r a m  w o u l d  not be required on that scale thereafter.

Accordingly, w e  propose that the administrative mach i n e r y  for this tax b e  set 

up along two lines which w o u l d  operate in parallel and w o u l d  complement each 

other. The p r o p o s a l  that we have in mind w o u l d  provide f or the state to be 

able to use the b e s t  experts available in the field of oil and gas property  

valuation, yet w o u l d  also allow the state to develop some in-house e x pertise 

for the ongoing a dministration of the program once the prope r t y  had been fully 

.developed and the i n i t i a l  assessment made. O u r  survey of other states wh i c h  

impose a property tax on oil and gas properties indicates that there are 

p r i v a t e  firms available w h o  have the n e cessary en g i n e e r i n g  and economic expertise 

and w h o  do assist other states and their local subdivisions in the very technical 

aspects of v a l u i n g  oil and gas properties. This is a w i d e s p r e a d  p r a c t i c e  in 

Texas, Kansas, L o uisiana and other oil and gas producing states.

W e  propose to utilize this expertise by hiring one of these firms on a contractual 

basis to:

1. Develop the initial assessment inventory and evaluation of the 

properties throughout the construction p e r i o d  of the pipe l i n e  and 

i ncluding all facilities in Prudhoe Bay and Valdez.

2. Formulate i n t e r p retative guidelines and regulations for p r o p e r  

admi n i s t r a t i o n  of the Statute.
•

3. Develop systems and procedures for methods cf reporting and 

collection of the tax.

A. Provide training to our resident staff in oil and gas property 

valuation techniques to enable them to acrtiniscer the p r o g r a m  on 

a p e r m a n e n t  basis once the primary c o nstruction is completed.
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Continuation Page 2

Our best estimates of the entire cost of these services throughout the . 

construction period is b e t w e e n  six and seven hundred thousand dollars. On 

a comparable fee basis this is very low in relation to the total asse s s e d  

valuation anticipated and the p o t e n t i a l  revenues yielded to the state fr o m  

property tax.

We  also propose the immediate h i r i n g  of p ersonnel for the Division of Ad-Valorera 

Property Tax in die Department of R e v enue and the s u p port p e r s o n n e l  for the 

assessment review board. The people hi r e d  f o r  various assessment p o sitions  

in this Division w o u l d  w o r k  very closely wit h  the contracted firm in developing 

the initial valuations, systems, procedures and regulations. At the tine the 

p i p e l i n e  is completed and o p e r a tional these people w o u l d  be w e l l  trained in oil 

and gas valuation techniques and w o u l d  at that point be able to cont i n u e  on 

their own the valuation or oil and gas p r o p e r t y  in the state. We have provided, 

however, that the p r i v a t e  firm w o u l d  be ke p t  on a small fee basis for consultation 

s h o u l d  it become necessary in future years beyond the c o m pletion of the pipeline. 

This is advisable since certain very c o m plex and highly technical p r o b l e m s  may 

arise from time to time w h i c h  would be b e y o n d  the e x pertise of the e x i s t i n g  staff 

and w o u l d  require c o n s u l t a t i o n  wi t n  specialists. These specialists, cf course, 

are available with these p r i v a t e  firms. This is also c o n s istant w i t h  the methods 

followed by other states and local governments who do utilize these firms on a 

continuing basis. The fee w e  have calculated for this co n t i n u i n g  s e r v i c e  w o u l d  

be a modest $50,000.00 a year. The attached fiscal n o t e  indicates that the total 

cost of administration, i n c l u d i n g  the assessment review board and its s u p p o r t  

personnel, the p 6cp of our Ovvn dr vision nnd the p r r vntc r i t u  i^idcr c c n t m c t  

w o u l d  be $364,000.00 in f iscal y e a r  1974. It will be nece s s a r y  for us to request 

an appropriation in this amount for the current year as a part of the s p e c i a l  

session legislative package. In fiscal y e a r  1975 whic i w o u l d  be first y e a r  of 

construction this w o u l d  go up to $644,000.00 and reach a m a x i m u m  of $661,000.00 

in 1976. Thereafter, as the consulting fir m  phased out its p r i m a r y  function 

the. cost would drop to about $550,000.00 in 1979 for the ongoing cost of 

admin is Laring the program. Th e s e  costs arc extremely m o d e s t  ir. comparison tc the 

anticipated revenue at that time. In face, in 1979, the a d m i n i s t r a t i v e  cost 

wo u l d  be less than one hal f  of one n e r c e n t  of the total revenues received and 

w e  could expect that ratio to continue fr o m  that point on.

Our anticipated administrative experies take into account the credit allowed 

under Section 43.56.010(b) of the p r o p o s e d  legislation, however, it mu s t  be 

•pointed out that any s p e c i a l  revenue sharing provisions w h i c h  may e volve from 

the s p e cial or regular s e s s i o n  may result in additional admin i s t r a t i v e  cost.

As these special impact r e v enue sharing prog r a m s  have bee n  the topic of discussion 

in the legislature for the p a s t  two sessions and are not as y e t  resolved, it is 

p r emature for us to anticipate the amount of administrative cost involved.

In addition, w e  have attached to the fiscal n o t e  a copy of our wor k s h e e t s  w h i c h  

p r o vide a detailed brea k d o w n  o f  the object expenses for the n e w  A d - V a l o r e m  

Property Tax Division w i t h i n  the Department of Revenue as we l l  as the b o a r d  

created by the legislation. The Department of Revenue remains at the disp o s a l  

of,anyone w h o  may desire a d d i tional i n f o r m a t i o n  on these e s s i m ^ i e s .
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PROPOSED PROPERTY TAX DIVISION
BUDGET PROJECTIONS

CONTRACTUAL

Postage 

T elephone 

P rinting

Rent

P r o f e s s i o n a l  Services 

(Initial Evaluation, Regs, 

Systems & Procedures & Staff

T r a i n i n g  wo u l d  be contracted 

out during a 3 y e a r  constructdon 

period. Thereafter, they w o u l d  

be available for t echnical 

co n s u l t a t i o n . )

TOTAL CONTRACTUAL

COMMODITIES

EQUI P M E N T

All n e w  in 1974, replacement 

thereafter

• ,

TOTAL BUDGET.

' l l / I  -  
6/40/74.

1 2 0 0

7000

5000

12600

•1 5000

0800

3000

13680

3: 1647

PAGE 2 OF 2

FY
1975

2 0 0 0

1,2000

5150

22680

225000

266930

3150

2 0 0 0

595091

FY
1976

2 1 0 0

12600

5513

23814

225000

269027

3308

2 1 0 0

610116

FY
1977

2 2 0 0

1J3230

5788
I

25005

15 0 0 0 0

19(5223

3473

55

2 2 0 0

3744

FY
1978

2315 

13892 

.078

26255

56000

98540

3647

£315

467050

FY
1979

2430

14586

6381

2 7 5 6 8

5500C

I
I

105965

3829

'430

489011

I
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PROPOSED PROPERTY TAX ASSESSMENT REVIEW BOARD
BUDGET PROJECTIONS______ _____  ___

H !

i| P E R S O N A L  SERVICES

E X E C U T I V E  D I R E C T O R  

S e c r e t a r y  I

T O T A L  SALA R I E S  

B e n e f i t s  @ 16%

T O T A L  P E R S O N A L  SERVICES

T R A V E L

A s s e s s m e n t  R e v i e w  

M e e t i n g  -  Exec. Dir., 

Sec. & 5 Members

C O N T R A C T U A L  S E R V I C E S  . 

Pos tage 

. T e l e p h o n e  

! P r i n t i n g

Rent

T O T A L  C O N T R A C T U A L  . 

C O M M O D I T I E S

E Q U I P M E N T  

F i r s t  Y e a r  Only

TO T A L  B U D C E T  

C O M B I N E D  B U D GETS 

D i v i s i o n  & Bo a r d

RANGE

23 

10

A - . « j

0974

4212

15186
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17616

7000

300 

1 0 0 0  

3.000
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5300 

2 0 0

2 0 0 0

2116 
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02-001B
STATE 
o f ALASKA

TO: p

J a y  H o g a n ,  D i r e c t o r  

D i v i s i o n  of  L e g i s l a t i v e  F i n a n c e  

St ate C a p i t o l ,  F . c o m  4 2 5  

' J u n e a u ,  A l a s k a

f OM:
R .  D .  S t e v e n s o n  

C o m m i s s i o n e r  

D e p a r t m e n t  of  R e v e n u e

DATE * O c t o b e r  18, 1 9 7 3

subject: F i s c a l  N o t e  R e q u e s t

S e n a t e  Bill 2

I a m  e n c l o s i n g  a  fiscal n o t e  a n d  p r o f o r m a  b u d g e t  p r o j e c t i o n  o u t­

l i n i n g  t h e  D e p a r t m e n t  of  R e v e n u e ' s  e x p e n s e s  i n  a d m i n i s t e r i n g  t h e  20  mill 

p r o p e r t y  tax.

O u r  a d m i n i s t r a t i o n  p l a n s  call for e s t a b l i s h i n g  a  n e w  a d  v a l o r e m  

t a x  d i v i s i o n  l o c a t e d  in A n c h o r a g e  staffed b y  t h e  b e s t  a v a i l a b l e  State a s s e s s ­

m e n t  p e r s o n n e l .  W e  p l a n  to e n g a g e  a n  out-of-state p e t r o l e u m  p r o p e r t y  

a s s e s s m e n t  f i r m  to assist w i t h  t h e  initial a s s e s s m e n t  a n d  train a n  i n - h o u s e  

staff.

A s  f u r t h e r  d e s c r i b e d  in t h e  a c c o m p a n y i n g  s t a t e m e n t s , w e  

e s t i m a t e  t h e  e x p e n s e  in  F Y  7 4  to b e  a p p r o x i m a t e l y  $ 3 6 4 , 0 0 0 .  T h e  h i g h e s t  

c o s t  f o r e s e e n  is i n  F Y  76 at $ 6 6 0 , 0 0 0 .  T h i s  e x p e n d i t u r e  is f o r m u l a t e d  in a n  

e a r l y  s t a g e  of  t h e  p l a n n i n g  a n d  m a y  c h a n g e  m a t e r i a l l y  a s  e x p e r i e n c e  is 

g a i n e d .  H o w e v e r ,  w e  h a v e  c o n t a c t e d  m a n y  o t h e r  states a n d  b e l i e v e  o u r  

e s t i m a t e s  a r e  entir e l y  r e a s o n a b l e  i n light of their e x p e r i e n c e .

T h e  n e x t  s t e p  to f u r t h e r  p l a n n i n g  a n d  e v e n t u a l  o p e r a t i o n  of this 

a d  v a l o r e m  t a x  d i v i s i o n  w o u l d  b e  to h i r e  s e v e r a l  k e y  i n d i v i d u a l s  qualified 

to a s s u m e  l e a d e r s h i p  p o s i t i o n s  w i t h i n  t h e  d i v i s i o n  itself. T h e  c o m p l e x  

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

r e q u i r e s  s p e c i a l i z e d  t r a i n i n g  a n d  e x p e r i e n c e .  Initially, w e  p l a n  to r e v i e w  

t h e  q u a l i f i c a t i o n s  of i n d i v i d u a l s  n o w  e n g a g e d  i n  a s s e s s m e n t  w o r k  in A l a s k a .

R D S :  a g m  

E n c l o s u r e s

cc: T h e  H o n o r a b l e  E a r l  D . H i l l s t r a n d

C h a i r m a n , H o u s e  F i n a n c e  C o m m i t t e e  

T h e  H o n o r a b l e  C l i fford J. G r o h  

C h a i r m a n ,  S e n a t e  F i n a n c e  C o m m i t t e e
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I. R E Q U E S T
Bil l  Identification: Senate Bill 2 _______________________________________
Title: Special appropriation to administer oil & gas" property tax.________________ __
Re quest ed  b y : Legislative Finance__________________ _Date:______ 10/11/V3__________
Re t u r n  Date Requested: As soon as possible. _
A g e n c y : Department of Revenue Program: _______________________

F I S C A L  N O T E
F i r s t  S p e c i a l  S e s s i o n  -  E i g h t h  L e g i s l a t u r e

II. F I S C A L  DETAIL '
B udget Request Unit(s) Affected: (1) Ad-Valorem Tax Division (New)___________

A. EXPENDITURES : (Thousands of d o l l a r s )with Statewide Assessment Review Boa:

OBJECT F Y  7 4 F Y  7 5 F Y  7 6 F Y  7 7 F Y  7 8 F Y  7 9

100 PERSO NA L  SERVICES 1 r, ' . ' “314.4 " 326.3 333.4 351.1 364.3
200 T R A V E L 34.5 51.9 54.4 57.2 60.0 63.0
300 CONTRACTUAL 156.1 272.5 274.8 202.3 205.0 112. S
400 COMMODITIES 3.2 3.5 3.7 3.9 4.1 4.3

5 0 0 E QU I P M E N T 15.7 2.0 2.1 2.2 2.3 2.4
600 LAND ft STRUCTURES

I
1

700 GRANTS, CLAIMS, ETC.

mr>m a r 363.7 644.3 661.3 604.0 522.5 546.8

B. F U N D I N G : (Thousands of dollars)

G E N ER A L FUND 363.7 644.3 661.3 604.0 522.5 546.8

F E D E R A L  FUNDS
O THER

C. POSITIONS:

P ER MANENT/TEMPORARY 18/ 18 / 18/
18 / -n-r 4

MAN MONTHS (P./T.) 108/ 216 / 216/ 216/ 216 / 216 /

III. A N ALYSIS .(See Fiscal Mote Preparation Instructions, Section III)

SEE NARRATIVE NOTE ATTACHED.

V  -

IV. ATT AC H ME N TS

(1) Detail of object codes for Ad-Valorem Tax Division. /

(2) Detail of object codes for Statewide Assessment Review Board.

V . ' DATE : October 18, 1973 PREPARED PA': ;___________________________
Frederick P. Boetscli 
Director. Audit Division 

Original: Legislative Finance Department of Revenue
cc: Budget and Management

• Prime Sponsor (First Legislator Named)
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D E P A R T M E N T  © F  R E V E N U E

W I L L I A M  A  E G A N .  G O V E R N O R

PCUCHSA-JUNEAU93501

N A R R A T I V E  ATTACHMENT TO FISCAL NOTE ON AD - V A L O R E M  PROPERTY T A X  MEASURE.

The ad- v a l o r e m  tax bi l l  which proposes a property tax on oil and gas property 

and equipment is an entirely new area of taxation for the State of Alaska.

The magnitude of the project which would have to be assessed under this b i l l  

is w i t h o u t  p r e c e d e n t  in the history of the oil and gas industry and wil l  

require the be s t  e x pertise in the field of oil and gas property assessment 

that can b e  obtained. It is probably not feasible for the State of A laska 

to hire that expertise under the personnel classification s ystem n o r  does it 

s e e m  that it w o u l d  be desirable since the expertise necessary to do the i n i t i a l  

va luation and set up the program would n ot be required on that scale thereafter.

Accordingly, w e  propose that the administrative machinery for this tax be set 

up along two lines wh i c h  would operate in parallel and w o u l d  complement each 

other. The p r o p o s a l  that we have in mind w o u l d  provide for the state to be 

able to use the best experts available in the field of oil and gas p r o p e r t y  

valuation, yet would also allow the state to develop some in-house e x pertise  

for the ongoing administration of the p r o gram once the property had been fully 

developed and the initial assessment made. Our survey of other states wh i c h  

impose a property tax on oil and gas properties indicates that there are 

p r i vate firms available w h o  have the necessary engineering and e c o n o m i c  e x pertise 

and w h o  do assist other states and their local subdivisions in the very technical 

aspects of v a l u i n g  oil and gas properties. This is a w i d espread prac t i c e  in 

Texas, Kansas, Louisiana and other oil and gas producing states.

We p r o pose to utilize this expertise by h i r i n g  one of these firms, on a contractual 

basis to:

1. Develop the initial assessment inventory and evaluation of the 

properties throughout the construction period of the pipeline and 

in cluding a ll facilities in Prudhoe Bay and Valdez.

2. Formulate interpretative guidelines and regulations for p r o p e r  

a dministration of the Statute.

3. Develop systems and procedures for methods of reporting and 

collection o f  the tax.

4. Provide training to our resident staff in oil and gas property 

valuation techniques to enable them to administer the p r o g r a m  on 

a permanent basis once the primary construction is comnlnip<-'
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C o n t i n u a t i o n P a g e  Z

O u r  bes t  estimates of the entire cost of these services throughout the - 

construction period is between s i x  and seven hundred thousand dollars. On 

a comparable fee basis this is very low in relation to the total assessed 

v a luation anticipated and the pot e n t i a l  revenues yielded to the state from 

p roperty tax.

W e  also propose the immediate h i r i n g  of p e rsonnel for the Division of A d - V a l o r e m 

Property Tax in the Department of Revenue and the support per s o n n e l  for the 

assessment review board. The people hired for various assessment positions 

in this Division w o u l d  w o r k  very closely w i t h  the contracted firm in developing 

the i n i tial valuations, systems, procedures and regulations. A t  the tine the 

p i p e l i n e  is completed and operational these people wo u l d  be w a l l  trained in oil 

and gas valuation techniques and w o u l d  at that point be able to continue on 

t h e i r  own the valuation of oil and gas property in the state. W e  have provided, 

however, that the p r i vate firm would be k e p L  on a small fee basis for consultation 

s h o u l d  it become n ecessary in future years beyond the completion of the pipeline. 

This is advisable since certain very complex and highly technical problems may 

arise from time to time which wo u l d  be beyond the expertise of the exis t i n g  staff 

and w o u l d  require consultation w i t h  specialists. These specialists, of course, 

are available w i t h  these private firms. This is also consistant w i t h  the methods 

followed by other states and local governments w ho do utilize these firms on a 

continuing basis. The fee we ha v e  calculated for this continuing service w o u l d  

be a  m o d e s t  $50,000.00 a year. The attached fiscal note indicates that the total 

cost of administration, i n c l u d i n g  the assessment review board and its support 

personnel, the people of our own division and the private firm u n d e r  contract 

w o u l d  he $364,000.00 in fiscal y e a r  1974. It will be necessary for us to request 

an appropriation in this amount for the current yea r  as a part of the special 

s e s sion legislative package. In fiscal y e a r  1975 wh i c h  would be first year of 

construction this w o u l d  go up to $644,000.00 and reach a m a x i m u m  of $661,000.00 

i n *1976. T h e r e a f t e r , as the consulting f i r m  phased out its primary function 

the cost w o u l d  drop to about $550,000.00 in 1979 for the ongoing ccst of 

administering the program. These costs are extremely modest in comparison to the 

anticipated revenue at that time. In fact, in 1979, the administrative cost 

w o u l d  be less than one half of one. p e r cent of the total revenues received and 

w e  could expect that ratio to continue from that point on.
••

Our anticipated administrative expenses take into account the credit allowed 

un d e r  Section 43.56.010(b) of the proposed legislation, h o w e v e r , it mus t  be 

•pointed out that any s p e c i a l  revenue sharing provisions which may evolve from 

the s p e c i a l  or regular session m ay result in additic al administrative cost.

As these special impact revenue sharing programs have been the topic of d i s cussion 

in the legislature for the past two sessions and are not as yet resolved, it is 

p rem a t u r e  for us to anticipate the amount of administrative cost involved.

In addition, we have attached to the fiscal note a copy of our wor k s h e e t s  w h i c h  

p r o vide a detailed bre a k d o w n  of the object expenses for the new A d - V a l o r e m 

P roperty Tax Division w i t h i n  the Department of Revenue as ve i l  as the board 

created by the legislation. The Department of Revenue remains at the disposal 

of, anyone w h o  may desire additional information or. these estimates.
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PROPOSED PROPERTY TAX DIVISION
... BUDGET_PRO JECTIONS______

P E R S O N A L  SERVICES

D i r e c t o r  

Secr e t a r y  I

3 Supervisors

3 A p p r a i s o r  II's

3 A p p r a i s o r  I's 

3 Clerk T ypist Ill's

2 T a x  E x a m i n e r  XT's

T O T A L  SALARIES 

BENEFITS @ 16%

TOTAL P E R S O N A L  SERVICES

te: Pers o n a l  Services for

b a l a n c e  of FY 74 are- 

assumed to start Jan. 1, 

1974. M e r i t  increases 

r eflected each year.

TRAVEL

Conferences w i t h  other states 

and contracting firm.

On-Site i n s pection of 

P roperty

A d m i n i s t r a t i v e

TOTAL TRAVEL

RANGE

26

10

22

2U

18

8

12

Mi1/74....
13194

4212

2 0582

26388
I
22 7 8 8

10908

9744

117816

18851

1^6667

6000

10000

1500

:7500

PAGE 1 OF 2

FY
1975

26880

8586

6;2316

5'3766

4'6422

2^2230

1^9896

240096

3^8415

2/8511

FY
1976

2 0 0 0

L 0 0 0 0  

2500 

I 4500

249100

288956



PROPOSED PROPERTY TAX DIVISION
BUDGET PROJECTIONS

CONTRACTUAL

Pos tage 

Telephone 

Printing

Rent

P r o f e s s i o n a l  Services 

(Initial Evaluation, Regs, 

Systems ft Procedures ft Staff

Train i n g  w o u l d  b e  contracted 

out during a 3 y e a r  construction 

period. Thereafter, they w o u l d  

be available for technical 

c o n s u l t a t i o n . )

TOTAL CONTRACTUAL

COMMODITIES

E QUI P M E N T

All n e w  in 1974, replacement 

thereafter

t .

TOTAL BUDGET.

ll/i -
6/40/74

1 2 0 0

7000

5000

2600

. 2 3 0 0 0

15 0800

3000

13680

33 1647

PAGE 2 OF 2

F Y

1975

2 0 0 0

1 2 0 0 0

5150

22680

225000

266930

3150

2 0 0 0

5 9 5 0 9 1

FY
1976

2 1 0 0

12600

E5513

3314

225000

269027

3308

2 1 0 0

610116

FY
1977

>200

.13230

5708
I

25005

FY
1978

15

19

3 0 0 0

5223

B473

2 2 0 0

55 3744

2315

13892

6078

21)2.'5>5

50000

98540

3647

2315

467050

FY
1979

“I

2430

14586

6381

27568

55000

105965

829

2430

489011

I

iiii

ii i



1 1 / 1  - 
6/30/74...

PROPOSED PROPERTY TAX ASSESSMENT REVIEW BOARD
_____________BUDGET PROJECTIONS________

|j PERSO N A L  SERVICES

EXE C U T I V E  D I R E C T O R  

Se cretary I

TOTAL SALARIES 

Benefits @ 16%

TOTAL P E R S O N A L  SERVICES

TRAVEL

A s s e ssment Review 

M e e t i n g  - Exec. D i r . , 

Sec. & 5 Members

CONTRACTUAL SERVICES 

Pos tage 

Telephone  

P r i n t i n g

Rent

TO T A L  CONTRACTUAL  

COMMODITIES

EQU I P M E N T  

First Y e a r  Only

TOTAL B U D G E T  

COMB I N E D  BUDGETS 

Di v i s i o n  & Bo a r d

RANGE

2.3 

10

10974

4212

15186

2430

7616

7000

300 

1 0 0 0  

1 0 0 0

3000 

5300 

2 0 0

2 0 0 0

2116 

363763

L

FY
1975

22362

8586

30948

4952

35900

7350

15565

400

4.9215

644306

FY
1976

23201

3908

32109 

' >137

7246

7.718

5

6 6

>843

420

1227

L343

FY
1977

2 4 0 7 1

>242

33313

.5330

38643

8103

6135

441

53322

.604066.

If ' FY*
. 1978

24973

9589

34.562

5530

40092

8509

6442

463

55506

522556

FY
1979

25910

9948
l

35858

5737

43 595

8934

0764

486

57779

.546790.
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B U DG ET  AND A U DIT  COM MITTEE JUNEAU 99801

M E M O R A N D U M

TO: Finance Committees DATE: October 23, 1973

Alaska State Legislature

FROM: V. Kent Dawson j
Fiscal Analyst 
Legislative Finance

SUB J : HB 2 and SB 2 Alternative
ii2 to FY-74 Fundi no

The introduction of a Committee Substitute to HB 2 adding a $5,000,000 ap­

propriation to be used for "extraordinary expenses" during FY 7 A brings to 

life yet another means of financing the Assessment Board's FY 74 operation.

Because of the uncertainty of what will actually be needed during FY 74 by 
the Board arid its staff, the sum actually appropriated to the Department 
of Reverse for the Assessment Boa*"d rnuid rpriuced owon further than 

suggested in my memorandum of October 22. To forestall the possibility 

that the pipeline construction will get going exceptionally early, leaving 

the Assessment Board suddenly short of funds, the wording under Section 2 
of the Committee Substitute could be changed to allow the Governor, w'th 
the approval of the Budget and Audit Committee, to make available additionol 

funds necessary for the Assessment Board.

Attached please find a proposed tabulation of line item appropriations 

totalling $144,COO. As one can see, ample contractual funds would remain 

to assure the capability of immediate contracting with a consultant 

should that prove advantageous.

The benefit of a lower "guaranteed" appropriation to begin with, is that 
the Budget and Audit Committee, under Section 2, would have to approve 

further increases as need becomes better known.

AGO 7 8 7 9 0 1



HOUSE BILL 2 FISCAL NOTE 

FY 7*1 BUDGET ALTERNATIVE //2 

(All Positions Budgeted for Six Months)

PERSONAL SERVICES

Assessment Board

Secretary I $ A ,212

Ad Valorem D iv is io n

D ire c to r  
Secretary I

S u b to ta l ............. ..
B e n e fits  @ 1 6%. 
T o ta l Personal

$
.............................$
S e rv ic e s . . .  $

13 ,19*1 
*4,212 

2 1 ,6 18  
3, **59 

25,077

TRAVEL $ 15,000

a I a T ^rrpvTprpouuii x i a ujiL i j i i * _».»_/ »_j $100,000
1

COMMODITIES $
%

1,000

EQUIPMENT $ 3,000

Total FY 7*4 Budget......... $1*4*4,077

AGO 7 8 7 9 0 2  )
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M E M O R A  W D U M

TO: Chairmen and Members
Senate & House : > i n m i t t e e s

DATE: November 15, 1973

PROM: V. Kent Dawson fy X ^
Fiscal Analyst i 
Legislative Pinance

SUBJ: Special Appropriation
House Bill 2

The $364,000 appropriation to the Department of Revenue for 
implementation of the new ad valorem tax provides for six 
months' funding of 18 new positions. A total of $156,000 was 
dedicated to contractual services which is to be used primarily 
for consultant services in both general operations build-up and 
in making the initial assessment. The consultant's work is ex­
pected to begin almost immediately.

In anticipation of an expected comprehensive pipeline Impact 
package to be introduced by the Governor at the regular session 
in January, an initial (emergency) sum of $5,000,000 was appro­
priated under Section 2 of the Act to the Department of Community 
and Regional Affairs "to assist cities, organized boroughs and 
the unorganized borough in meeting extraordinary expenses for 
public service" during FY 74.

The disbursement of the $5,000,000 was, in the case of all versions 
of the bill considered, to be at the direction of the Governor 
subject to the approval of the Budget and Audit Committee. Three 
approaches to establishing guidelines for disbursement were con­
sidered:

HOUSE PASSED VERSION

This first version was passed with considerable discretion 
given to the Governor and the Budget and Audit Committee 
in determining a community's eligibility for the funds.
The standards for disbursement of the funds were made known 
through House Resolution No 1. (Attached please find copies 
of both the Pinance Committee Report on KB 2 and HR 1.)

AGO 7 8 7 9  03



The Senate approach set out to establish a formula whereby either 
$20 per capita per year would be available to a community for 
pipeline related Impact on facilities or $10 per capita per year 
for impact on costs of public services. Under this plan, a 
community would not be eligible for both the $20 and the $10 aid.

S E N A T E  P A S S E D  V E R S I O N

FINAL FREE CONFERENCE COMMITTEE VERSION

The Free Conference Committee essentially consolidated the language 
of the Senate version into one formula. Disbursements are not to 
exceed $20 per capita, but (as with the Senate bill), upon showing 
of an emergency situation, expenditures In excess of the $20 per 
capita limitation may be authorized by the Budget and Audit Committee. 
Special care was taken to avoid the use of any form of the word 
"inflation" as had appeared In the Senate bill.

AGO 7 8 7 9  0^



M E M 0 R A N D U M

TO: Finance Committees
Alaska State Legislature

DATE: October 22, 1973

FROM: V. Kent Dawson
Fiscal Analyst

SUBJ: Comments on SB 2
and HB 2

Legislative Finance

The Department of Revenue's fiscal note for the proposed Assessment Board and 
Ad Valorem Tax Division calls for full six months funding of all 18 staff 
positions requested. The agency's plan is for the 18 member staff to first 
aid a consultant in the initial assessment, and theh be involved in subsequent 
assessments and trainiriq in anticipation of the expected heavy workload of 
late FY 75 and on into FY 76 and FY 77.

For your review, an alternate approach has been prepared (Attachment A) which 
calls for heavy reliance on a consultant during FY 74 aided by a smaller 
initial-phase staff. In FY 75, as needs are better known (and with the ad­
vantage of the consultant's expert advice) full staffing could be developed. 
Later, after the staff has been hired and adequately trained, the consultant's 
services could be phased out. This one alternative as prepared suggests a 
$245,000 FY 74 appropriation as opposed to the $3641000 request of the agency.

VKD/af
Attachment

AGO 7 8 7 9  05 - j -
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T H E  L E G I S L A T U R E

BUDGET AND AUDIT COMMITTEE JUNEAU 99801

AUDIT DIVISION
POUCH W —  ALASKA OFFICE BUILDING

FINANCE DIVISION 
POUCII WF —  STATE CAPITOL

M E M O R A N D U M

TO:

FROM:

Finance Committees 
Alaska State Legislature

V. Kent Dawson 
Fiscal Analyst 
Legislative Finance

\\

DATE: October 23, 1973

SUBJ: HB 2 and SB 2 Alternative

if 2 to FY-74 Funding

The introduction of a Committee Substitute to HB 2 adding a $5,000,000 ap­
propriation to be used for "extraordinary expenses" during FY 74 brings to 
life yet another means of financing the Assessment Board's FY 74 operation.

Because of the uncertainty of what will actually be needed during FY 74 by 
the Board and its staff, the sum actually appropriated to the Department 

of Revenue for the Assessment Board could be reduced even further than 
suggested in ray memorandum of October 22. To forestall the possibility 
that the pipeline construction will get going exceptionally early, leaving 
the Assessment Board suddenly short of funds, the wording under Section 2 
of the Committee Substitute could be changed to allow the Governor, with 
trie approval of the Budget and Audit Committee, to make available addit'^al 

funds necessary for the Assessment Board.

Attached please find a proposed tabulation of line item appropriations 

totalling $144,000. As one can see, ample contractual funds would remain 
to assure the capability of immediate contracting with a consultant 

should that prove advantageous.

The benefit of a lower "guaranteed" appropriation to begin with, is that 
the Budget and Audit Committee, under Section 2, would have to approve 

further increases as need becomes better known.

a g o  7 8 7 9 0 6



HOUSE B IL L  2 FISCAL NOTE 

FY 7>\ BUDGET ALTERNATIVE if2 
( A l l  P o s it io n s  Budgeted for  S ix  Months)

Assessment Board
Secretary I  $ 4 ,2 12

Ad Valorpm P 1 v is  :i on

T rector $ 13 ,19 4
Secretary I  4 ,2 12

S u b to ta l  $ 2 1 ,  CIS
B e n e fits  5 16%.............................  3,499
T o ta l Personal S e r v ic e s . . .$ 25,077

TRAVEL $ 15,000

CONTRACTUAT, SERVICES $100,000
i

C OMMODITIE 3 $ 1,000

EQUIPMENT $ 3 ,0 00

T o t a l  FY 74 Budget...................$ 144 ,0 77

AGO 7 8 7 9  07
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T H E  L E G I S L A T I V E

BUDGET AND AUDIT COMMITTEE

AUDIT DIVISION
POUCII W —  ALASKA OFFICE BUILDING

FINANCE DIVISION 
POUCH WF —  STATE CAPITOL

JUNEAU 99801

Finance Committees 
Alaska State Legislature

V. Kent Dawson 
Fiscal Analyst 
Legislative Finance

DATE: October 22, 1973

SUBJ: Comments on SB 2
and HB 2

The Department of Revenue's fiscal note fcr the proposed Assessment Board and 
Ad Valorem Tax Division calls for full six months funding of all 18 staff 
positions requested. The agency's plan is for the 18 member staff to first 
aid a consultant in the initial assessment, and then be involved in subsequent 
assessments and training in anticipation of the expected heavy workload of 
late FY 75 and on into FY 76 and FY 77.

For your review, an alternate approach has been prepared (Attachment A) which 

calls for heavy reliance on a consultant during FY 74 aided by a smaller 

ini ti al-phase staff. In FY 75, as needs are better known (and with the ad­
vantage of the consultant's expert advice) full staffing could be developed. 
Later, after the staff has been hired and adequately trained, the consultant's 
services could be phased out. This one alternative as prepared suggests a 
$245,000 FY 74 appropriation as opposed to the $364,000 request of the agency.

VKD/af
Attachment

AGO 7 8 7 9 0 8



ATTACHMENT A 

ALTERNATE FY 7** BUDGET 

(All Positions Budgeted for Six Months)

LIME ITEMS FY 7 'I

Personal Services

-Assessment Board 
Secretary I

•Ad Valorem Division 
Director 
Secretary I 
Supervisor 
Appraisor II 
Appraisor I 
Clerk Typist III

$  * 1 , 2 1 2

$ 13,19*» 
* 1 , 2 1 2  

10,19** 
8,796
7,596
3,636

SUBTOTAL................. $ 51,8*10
Benefits @ 16% ............ 8 ,29*1

TOTAL PERSONAL SERVICES $ 60,13*1

-Travel $ 2 5 , 0 0 0

-Contractual $ 1 5 0 , 0 0 0

-Commodities $ 2 , 2 0 0

-E q u i p m e n t 8 , 0 0 0

TOTAL FY 7** BUDGET $2*15,33*1

AGO 7 8 7 9  09



M E M O R A N D U M

TO: Finance Committees
Alaska State Legislature

FROM: V. Kent Dawson
Fiscal Analyst 
Legislative Finance

DATE: October 23, 1973

SUBJ: HB 2 and SB 2 Alternative
n  to FY-74 Funding

The introduction of a Committee Substitute to HB 2 adding a $5,000,000 ap­
propriation to be used for "extraordinary expenses" during FY 74 brings to 
life yet another means of financing the Assessment Board's FY 74 operation.

Because of the uncertainty of what will actually be needed during FY 74 by 
the Board and its staff, the sum actually appropriated to the Department 
of Revenue for the Assessment Board could be reduced even further than 

suggested in my memorandum of October 22. To forestall the possibility 

that the pipeline construction will get going exceptionally early, leaving 
the Assessment Board suddenly short of funds, the wording under Section 2 
of the Committee Substitute could be changed to allow the Governor, with 
the approval of the Budget and Audit Committee, to make available additional 

funds necessary for the Assessment Board.

Attached please find a proposed tabulation of line item appropriations 

totalling $144,000. As one can see, ample contractual funds would remain 
to assure the capability of immediate contracting with a consultant 

should that prove advantageous.

The benefit of a lower "guaranteed" appropriation to begin with, is that 
the Budget and Audit Committee, under Section 2, would have to approve 

•further increases as need becomes better known.

T
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6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

SENATE BILL MO. 2 

IN THE LEGISLATURE OF THE STATE OP ALASKA 

EIGHTH L EGISLATURE - FI R S T  SPECIAL SESSION

A BILL

For an Act entitled: "An Act making a special appropriation to the

Department of Revenue to administer taxes on property 

used in the exploration for, production of, or

pipeline transportation of gas or unrefined oil; and

pr oviding for an effective date."

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

# Section 1. The sum of $364,000 is appropriated from the general fund 

to the Department of Revenue to administer taxes on property used in the

exploration for, production of, or pipeline transportation of gas or

unrefined oil for the fiscal year ending June 30, 1974.

* Sec. 2. This Act takes effect on the day after its passage and 

approval or on the day it becomes lav; without approval.

BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OP THE GOVERNOR

- 1- SB 2
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<1

6

6

I*

v

10

11

I?

13

M

I j

16

I 7

13

19

20

21

22

23

2<1

26

26

27

28

29

Original sponsor: Rules Committee Offered- 10/?V7^
by request of the Governor ‘ J

IN T HE HOUSE BY THE PINANCE COMMITTEE

CS FOR HOUSE BIL L  NO. 2 

IN THE LE G I S L A T U R E  OF THE STATE OP ALASKA

E I G H T H  L E G I S LATURE - FIRST SPECIAL SESSION

A BILL

F o r  an Act entitled: "An Act m a k i n g  special appropriations to the Department

of Revenue to adm i n i s t e r  taxes on property used in the 

e x p l o r a t i o n  for, pr o d u c t i o n  of, or pipeline t r a n s p o r t a­

tion of gas or unrefined oil and for extraordinary

public service expenditures; and providing for an

e ff e c t i v e  date."

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

* S e c tion 1. T he sum of $36*1,000 is appropriated from the general fund 

to the D e p a rtment of Revenue to ad m i n i s t e r  taxes on property used in the

e x p l o r a t i o n  for, p r o d u c t i o n  of, or pipeline transportation of gas or unrefined

oil for the fiscal year e n d i n g  June 30, 197*1.

* Sec. 2. (a) The sum of $ 5 S000,000 is appropriated from the general fund

to the D e p artment of Revenue to assist cities, organised boroughs and the

inorganised b o r o u g h  in m e e t i n g  e x t r a o r d i n a r y  expenses for public services for 

the fiscal ye a r  e n d i n g  June 30, 197*1.

(b) The sum a p p r o p r i a t e d  under (a) of this section shall be disbursed

it the dire c t i o n  of the g o v e r n o r  subject to the approval of the Legislative

Budget and Audit Conunittee.

* Sec. 3* This Act takes effect on the d ay after its passage and approval

)r o.i the day iu becomes law v/lthout a p p r o v a l .

- 1 - CSH)3 2
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JUNE <J 99801

M E M O R A N D U M

TO

F R O M :

Chairmen 
Senate &

and Members 
House Finance

• \

Committee:

V. Kent Dawson 
Fiscal Analyst 
Legislative Finance

\

DATE: November 15, 1973

Special Appropriation, 
House Bill 2

The $36*1,000 appropriation to the Department of Revenue for 
implementation of che new ad valorem tax provides for six 
months' funding of 18 new positions. A total of $156,000 was 
dedicated to contractual services which is to be used primarily 
for consultant services in both general operations build-up and 
in making the initial assessment. The consultant' a work i.-, ex­
pected to begin almost immediately.

In anticipation of an expected comprehensive pipeline impact 
package to be introduced by the Governor at the regular session 
in January, an initial (emergency) sum of $5,000,000 was appro­
priated under Section 2 of the Act to the Department of Community 
and Regional Affairs "to assist cities, organized boroughs and 
the unorganized borough in meeting extraordinary expenses for 
public service" during FY 7*1.

The disbursement of the $5,000,000 was, in the case of all versions 
of the bill considered, to be at the direction of the Governor 
subject to the approval of the Budget and Audit Committee. Three 
approaches to establishing guidelines for disbursement were con­
sidered :

HOUSE PASSED VERSION

This first version was passed with considerable discretion 
given to the Governor and the Budget and Audit Committee 
in determining a community's eligibility for the funds.
The standards for disbursement.of the funds were made known 
through House Resolution No I.

AGO 7 8 7 9 1 3  - g



S E N A T E  P A S S E D  V E R S I O N

The Senate approach set out to establish a formula whereby either 
$20 per capita per year would be available to a community for 
pipeline related impact on facilities -r $10 per capita per year 
for impact on costs of public services. Under this plan, a 
community would not be eligible for'both the $20 and the $10 aid.

FINAL FREE CONFERENCE COMMITTEE VERSION

The Free Conference Committee essentially consolidated the language 
of the Senate version into one formula. Disbursements are not to 
exceed $20 per capita, but (as with the Senate bill), upon showing 
of an emergency situation, expenditures in excess of the $20 per 
capita limitation may be authorized by the Budget and Audit Committee. 
Special care was taken to avoid the use of any form of the word 
"inflation" as had appeared In the Senate bill.

AGC 7 8 7 9 K
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M E M O R A N D U M

■i n /6D/r DIVISION
r o il  CH iy —  AlASKA DFFICE BU ILD ING

I  FINANCE D IV IS IO N
T H E  L E G E S I L A T K J A U H  ' pougi wf -  state capitol

BU DGET AND A U D IT  COMMITTEE JUNEAU 9980!

TO:

FROM:

Finance Committees 

Alaska State Legislature

V. Kent Dawson 
Fiscal Analyst 
Legislative Finance

-\

DATE: October 22, 1973

SUBJ: Comments on SB 2

and HB 2

The Department of Revenue's fiscal note for the proposed Assessment Board and 
Ad Valorem Tax Division calls for full six months funding of all 18 staff 
positions requested. The agency's plan is for the 18 member staff to first 
aid a consultant in the initial assessment, and then be involved in subsequent 
assessments and training in anticipation of the expected heavy workload of 

late FY 75 and on into FY 76 and FY 77,

For your review, an alternate approach has Deen prepared (Attachment A) which 
calls for heavy reliance on a consultant during FY 74 aided by a smaller 

initi al- phase staff. In FY 75, as needs are better known (and with the ad­
vantage of the consultant's expert advice) full staffing could be developed. 
Later, after the staff has been hired and adequately trained, the consultant's 
services could be phased out. This one alternative as prepared suggests a 

$245,000 FY 74 appropriation as opposed to the $364,000 request of the agency.

V K D / a f

Attachment

AGO 7 8 7 9 1 5  Cl .



ATTACHMENT A 

ALTERNATE FY 74 BUDGET 

(All Positions Budgeted for Six Months)

LINE ITEMS FY 7'I

Personal Services

Assessment Board 
Secretary I

Ad Valorem Division 
Director 
Secretary I 
Supervisor 
Appraisor II 
Appraisor I 
Clerk Typist III'

SUBTOTAL......
Benefits Q 16%

$ 4,212

$ 13,194 
4,212 

10,194 
8,796 
7,596 
3,636 

$ 51,840 
8,294

n n n n c u  n r  n n  n - r r r  n r p  o  A r* T n i lT hij r &  noui'm.u  o n i n v x o n i o ^  u u  , x y i

■Travel $ 25,000

■Contractual $150,000

•Commodities $ 2,200

■Equipment $ 8 , 0 0 0

TOTAL FY 74 BUDGET $245,334
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F or an Act entitled:

HOUSE BILL NO. 2 

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

EIGHTH LE G I S L A T U R E  - FI R S T  SPECIAL SESSION

A BILL

"An Act m a k i n g  a special a p p r opriation to the 

Department of Revenue to administer taxes on property 

used in the e xploration for, j 'oduction of, or

pipeline tran s p o r t a t i o n  of gas or u n refined oil; and

p r o v i d i n g  for an effective date."

BE IT E N A CTED BY THE L E G I S LATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $364,000 is a p propriated from the general fund 

to the Department of Revenue to a d m inister taxes on property used in the

explor a t i o n  for, p r o d u c t i o n  of, or pipeline transportation of gas or

unr e f i n e d  oil for the fiscal year e nding June 30, 1974.

* Sec. 2. This Act takes effect on the day after its passage and 

approval or on the day it comes law without approval.

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR
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I, the undersigned, an employee o f the State o f Alaska, do hereby certify 

that the m icrofi’m images on this m icroform are accurate reproductions 

o f the original records o f the State o f Alaska as accumulated during the 

regular course o f business, and that it is the established policy and practice 

o f this State to microfilm its records and to dispose o f the original records 

after microfilm reproductions have been made.
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Act relating to leaser of.1 rightB-of-vny over state land for the 
isportatlon of oil. nroducts cr natural ‘'as.; and provid.lr;:" *’or 
ifrectiv? date."

nfcer . 1 9 7 3

C O M M  I T T E E  R E P O R T

H O U S E

M r . S p e a k e r :  Date

The Comm it tee  on ; .1 .'i-ii. has had 1 ■n

unde r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  the  members o f  the  Comm it tee  

( ) recommends i t  DO PASS

( ) recommends i t  DO NOT PASS

( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT( S)

( ) recommends i t  BE REPLACED WIT« CS FOR __________________________  AND THAT

CS FO P . _____________________________________DO PASS

( ) "and"  recommends i t  BE REFERRED TO THE ______________________________________________

COMMITTEE

( ) r e p o r c s  i t  back  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members s i g n i n g  the  M a jo r  i t y r e p o r t :

/ t-44 -  b e  >

Members NOT c o n c u r r i n g  in  the  M a j  o r i t y r e p o r t :

___________________________________________  recommends :

________________________________________  recommends :

___________________________________________  recommends :

___________________________________________  recommends :

recommend s :

______________ C ha i rma n
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A M E N D M E N T

O f f e r e d  i n  t h e  HOUSE: By:----------------------------

To: - * * "  ' HOUSE B ILL  N o . __________________
SENATE B ILL  No, _________________

P a g e : ______________________________________  L i n e :----------------

Change =*Ino title t:o read "An Act relating i.<: 
the use of state lands for nlpelinc- nuroosea; and pro­
viding for an effective* date."

Page 1 , between .dines 10 and LI . Insert r. rev: Section ! 
to road: ""Cectlon 1. A.C P'S. 3'1.01 o i : .-iLienden. Py add: nr  
a new subiieetlon to rend:

(i>) rdo of kX*&kQ ruscrvt s unto .Itself al .
ri ; l , iOWGa’S , i • t; I axi : IS M  ■ f O* --  3 i ft
by f e d o r a ]  i n t e r s t a t e  e t r . n e r o e  l a n e  an d  r '  ~ v i i a t i - :  no i.v 
t h e  r l ' f t - i .  r  ff It- ; o f  nn.’: o t a t o  i P J ' f o  F o r  "  ; .
c o n s t r u c t i o n ,  r x - a n s j i i i s s t o n » o r  o p e  r a i n  o r  . ' i t  b i n  I t s  
b o u n u a r i o s .

ic.auinb: r nil sect!oro- hcconi*1 . ; .

Fage l!i, Lino i? , \ jor V  ••*.. word "Knorin::". Inoert the 
words ' c r  noi Lro: .

AGO 7 97919



C O M M I T T E E  R E P O R T

. -y

S E N A T E

M r . P r e s i d e n t :  Date  / / .

The Comm it tee  on has had

.eruii.'i i. . r ' ’t - o 1. *-*::*/ o v e r  1.1 
unde r  c o n s i d e r a t i o n .  A M a j  o r i t y o f  the  members o f  t h e  C om m it te e

( ) recommends i t  DO PASS

( ) recommends i t  DO NOT PASS

( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT( S)

( ) recommends i t  BE REPLACED WITH CS FOR ___________________________  AND THAT

CS FOR  __________________  DO PASS

( ) "and" recommends i t  BE REFERRED TO THE _________________________________________

COMM ITTEE

( ) r e p o r t s  i t  back  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members s i g n i n g  the  11 a j  o r i t  y r e p o r t :

Members NOT c o n c u r r i n g  i n  the  M a jo r  i t y r e p o r t :

r e c om m ends : 

recommend s : 

r e c om m ends : 

recommend s : 

recommend s :

C ha i rma n
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C O M M  I T T E E  R E P O R T

October 3 1, 1 9 7 3  H O U S E

M r ,  S p e a k e r :  Date_____________________________________

The Comm it tee  on F I N A N C E _______________________ has had n.SHR 3_________________________

u n d e r  c o n s i d e r a t i o n .  A M a j o r  i ty  o f  the  members o f  th e  Com m it tee  

( ) recommends i t  DO PASS

( ) recommends i t  DO NOT PASS

( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT (S)

( ) recommends i t  BE REPLACED WITH CS F O R ____________________________ AND THAT

CS FOR ___________________________________  DO PASS

( ) "and"  recommends i t  BE REFERRED TO THE ______________________________________________

COMMITTEE

( ) r e p o r t s  i t  back  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members s i g n i n g  the  M a j o r i t y  r e p o r t :

Members NOT c o n c u r r i n g  i n  the  M a j  o r i t y r e p o r t :

___________________________________________  recommends :

__________________________________________  recommends :

___________________________________________  recommends :

___________________________________________  recommends :

r e com m ends :

____________C ha i rma n
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C O M M I T T E E  R E P O R T

H O U S E

M r . S p e a k e r :

The Comm i t t e e  on

Date O c c 3  L

a 3

has had J, f

unde r  c o n s i d e r a t i o n .  A M a jo r  i t y o f  the  members o f  t h e  C om m it te e  

( ^ )  recommends i t  DO PASS

( ) recommends i t  DO NOT PASS

( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT (S)

( ) recommends i i  BE REPLACED WITH CS FOR AND THAT

CS F O R _____________________________________DO PASS

( ) "and"  recommends i t  BE REFERRED TO THE ______________________________________________

COMMITTEE

( ) r e p o r t s  i t  back  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members s i g n i n g  the  Maj  o r  i ty  r e p o r t :

Members NOT c o n c u r r i n g  in  the  M a j o r i t y  r e p o r t :

recommends :  C?o & A 5 S  I r= f \r H  f=- ^  P  ^  

recommends :  Y L e - 't CZ*

r ecommends : 

recommend s : 

recommend s :

' / £ ? / " I  C ha i rma n

AGO 788043
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Source Chapter No.

F S S - F C C S  HCS CSSB  3 3

A N  ACT

R e l a t i n g  t o  p i p e l i n e s ;  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 ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS 3 8 * 3 5 . 0 1 0  i s  a m e n d e d  b y  a d d i n g  a  new  s u b ­
s e c t i o n  t o  r e a d :

( b )  T h e  S t a t e  o f  A l a s k a  r e s e r v e s  u n t o  i t s e l f  a l l  
r i g h t s ,  p o w e r s ,  p r i v i l e g e s  a n d  i m m u n i t i e s  n o t  p r e e m p t e d  by  
f e d e r a l  i n t e r s t a t e  c om m e r c e  l a w s  a r id  r e g u l a t i o n s  i n  t h e  
r i g h t - o f - w a y  l e a s i n g  o f  a n y  s t a t e  l a n d s  f o r  p i p e l i n e  c o n ­
s t r u c t i o n ,  t r a n s m i s s i o n ,  o r  o p e r a t i o n  w i t h i n  i t s  b o u n d a r i e s .

*  S e c .  2, AS 3 8 - 3 5 . 0 2 0  i s  am en d e d  t o  r e a d :

S e c .  3 8 . 3 5 . 0 2 0 .  Cr :AI!T OF R IG H T -O F -W A Y  L E A S E ,  ( a )  
R i g h t s - o f - w a y  o n  s t a t e  l a n d  i n c l u d i n g  r l g h t s - o r - w a y  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  t h e  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  o r  t h e  r i g h t - o f - w a y  o f  a  r a i l r o a d  o r  o t h e r  
p u b l i c  u t i l i t y ,  o r  a c r o s s ,  u p o n ,  o v e r ,  o r  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  o r  l a n d  b e l o n g i n g  t o  o r  a d m i n i s t e r e d  b y  
t h e  s t a t e  m ay  b e  g r a n t e d  b y  n o n c o m p e t i t i v e  l e a s e  b y  t h e  
c o m m i s s i o n e r  f o r  p i p e l i n e  p u r p o s e s  f o r  t h e  t r a n s p o r t a t i o n  
o f  o i l ,  p r o d u c t s  o r  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  b y  l a v ;  o r  b y  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  
t o  t h e  e x t e n t  a u t h o r i s e d  b y  a n  o i l  a n d  g a s  l e a s e  o r  u n i t  
a g r e e m e n t  a p p r o v e d  b y  t h e  3 t a t e ,  n o  p e r s o n  m ay  e n g a g e  I n  
a n y  c o n s t r u c t i o n  o r  o p e r a t i o n  o f  a n y  p a r t  o f  a n  o i l ,  p r o ­
d u c t s ,  o r  n a t u r a l  g a s  p i p e l i n e ,  w h i c h  i n  w h o l e  o r  I n  p a r t  
i s  o r  i s  p r o p o s e d  t o  b e  o n  s t a t e  l a n d  u n l e s s  t h a t  p e r s o n  
h a s  o b t a i n e d  f r o m  t h e  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  
t h e  l a n d  u n d e r  t h i s  c h a p t e r .

( b )  T h e  c o m m i s s i o n e r  r a y  by  r e g u l a t i o n  e x e m p t  t h e  
c o n s t r u c t i o n  o r  o p e r a t i o n  o f  f i e l d  g a t h e r i n g  l i n e s  o r  a n y

AGO 787920



Chapter 3

r e a s o n a b l e  c l a s s i f i c a t i o n  o f  t h e m  f r o m  t h e  r e q u i r e m e n t  o f  a 
r i g h t - o f - w a y  l e a s e  u n d e r  t h i s  c h a p t e r .

" S e c .  3 .  AS 3 ? . 3 5 . 0 3 0  i s  a m e n d e d  t o  r e a d :

S e c .  3 3 . 3 5 . 0 3 0 .  ABANDONMENT, REDUCT ION  OR IM PA IRM ENT  
OF S E R V IC E  OF P I P E L I N E .  No  l e s s e e  may  a b a n d o n  a n y  p o r t i o n  
o f  a  p i p e l i n e  t h a t  i s  s u b j e c t  t o  a  l e a s e  g r a n t e d  u n d e r  t h i a  
c h a p t e r ,  o r  o p e r a t i o n  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  
b y  i t ,  o r  r e d u c e  o r  i m p a i r  s e r v i c e ,  e x c e p t  i n  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  o r  s e c .  Ao o f  t h i s  c h a p t e r .

* S e c .  A . AS 3 8 . 3 5 . O A O  I s  a m e n d e d  t o  r e a d :

S e c .  3 8 . 3 5 . O A O .  TEMPORARY OR EMERGENCY S E R V IC E  OR 
TEMPORARY ABANDONMENT, REDUCT ION OR IM PA IRM ENT  OF S E R V IC E  
BY L E S S E E .  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  i n  t h e  f o r m  h e  s h a l l  b y  r e g u l a t i o n  r e q u i r e ,  o r  u p o n  h i s  
own 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  o r  t e q u i r e  t e m p o r a r y  
o r  e m e r g e n c y  r e n d e r i n g  o f  s e r v i c e  o r  t e m p o r a r y  o r  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  o r  i m p a i r m e n t ,  o f  s e r v i c e  b y  a  p i p e ­
l i n e  o f  a  l e s s e e  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 .  5 0  -  1 0 0  o f  
t h i s  c h a p t e r .  N o t h i n g  i n  t h i s  s e c t i o n  p r e v e n t s  a  c a 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  i n  t h e  e v e n t  o f  a n  
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  o r  s a f e t y ;  h o w e v e r ,  
n o t i c e  s h a l l  b e  g i v e n  t h e  c o m m i s s i o n e r  a s  s o o n  a s  p o s s i b l e .

*  S e c .  5 .  AS 3 8 . 3 5 . 0 5 0  i s  r e p e a l e d  a n d  r e - e n a c t e d  t o  r e a d :

S e c ,  3 8 . 3 5 . 0 5 0 .  A P P L IC A T IO N S  FOR R IG H T -O F -W A Y  L E A S 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  t o  own a  p i p e l i n e  w h i c h  
i s  p r o p o s e d  t o  b e  l o c a t e d  i n  w h o l e  o r  i n  p a r t  o n  s t a t e  
l a n d ,  s h a l l  a p p l y  f o :  a  n o n c o m p e t i t i v e  r i g h t - o f - w a y  l e a s e  
o f  t h e  s t a t e  l a n d .

( b )  A p p l i c a t i o n s  u n d e r  ( a )  o f  t h i s  s e c t i o n  s h a l l  b e  
m ad e  i n  a  f o r m  a n d  m a n n e r  p r e s c r i b e d  b y  r e g u l a t i o n ,  a n d  
s h a l l  I n c l u d e  a n y  a n d  a l l  d a t a ,  i n f o r m a t i o n ,  p l a n s  a n d  
e x h i b i t s  w h i c h  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  a r e  n e c e s s a r y
t o  p r e p a r e  t h e  a n a l y s i s  r e q u i r e d  b y  s e c .  8 0  o f  t h i s  c h a p t e r  
a n d  t o  m a k e  a  d e c i s i o n  u n d e r  s e c .  .1 0 0  o f  t h i s  c h a p t e r .

( c )  Any  a m e n d m e n t  t o  a n  a p p l i c a t i o n  f i l e d  u n d e r  t h i s  
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  i n  t h e  a p p l i ­
c a t i o n  i s  s u b j e c t  t o  a l l  p r o v i s i o n s  o f  t h i s  c h a p t e r  a p p l y i n g  
t o  a n  o r i g i n a l  a p p l i c a t i o n .

( d )  A l l  p e r s o n s  o w n i n g  o r  p l a n n i n g  t o  own  a n  I n t e r e s t
I n  a  p i p e l i n e  o r  p r o p o s e d  p i p e l i n e  s u b j e c t  t o  a  l e a s e  m u s t
j o i n  I n  t h e  a p p l i c a t i o n  u n d e r  ( a )  o f  t h i s  s e c t i o n .  Any 
p e r s o n  e m p l o y e d  b y  t h e  l e s s e e  i n  o p e r a t i n g  t h e  p i p e l i n e  i s  
b o u n d  b y  t h e  c o v e n a n t s  o f  t h e  l e a s e  a p p l i c a b l e  t o  f u n c t i o n s  
w i t h i n  t h e  s c o p e  o f  h i s  e m p l o y m e n t  a 3  i f  h e  w e r e  a n  a p p l i ­
c a n t  u n d e r  t h e  l e a s e  a n d  t h e  s t a t e  m ay  e n f o r c e  a n y  b r e a c h  
o f  a  c o v e n a n t  d i r e c t l y  a g a i n s t  a n  o p e r a t o r  who  i s  n o t  i n  
c o m p l i a n c e  w i t h  t h e  c o v e n a n t .

*  S e c .  6 .  AS 3 8 . 3 5 . 0 6 0  i s  r e p e a l e d .

*  S e c .  7 .  AS 3 0 . 3 5 - 0 7 0  i s  a m e n d e d  t o  r e a d :

S e c .  3 8 . 3 5 . 0 7 0 .  NOT ICE  OF A P P L IC A T IO N .  U p o n  r e c e i v i n g



Chapter 7

a n  a p p l i c a t i o n  u n d e r  3 e c .  5 0  o f  t h i s  c h a p t e r ,  t h e  e o m m i s -  
£ l o n e r  s h a l l

( 1 )  c a u s e  n o t i c e  o f  i t  t o  a p p e a r  i n  a  d a l l y  n e w s ­
p a p e r  o f  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  t h e  v i c i n i t y  o f  
t h e  l o c a t i o n  o f  t h e  p r o p o s e d  p i p e l i n e ,  t h e  n o t i c e  t o  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  o f  t h e  l a n d
i n v o l v e d !

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

( 2 )  f i l e  c o p i e s  o f  t h 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 ;

( 3 )  f u r n i s h  a t  c o s t  c o p i e s  o f  a  n o t i c e  o r  a p p l i ­
c a t i o n  t o  p e r s o n s  r e q u e s t i n g  t h e m ;  a n d

( 4 )  p r o v i d e  o t h e r  p u b l i c a t i o n  a n d  n o t i c e  h e  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  t o  i n f o r m  t h e  p u b l i c  o f  
t h e  a p p l i c a t i o n .

* S e c .  8 .  AS 3 8 . 3 5 . 0 8 0  i s  a m e n d e d  t o  r e a d :

S e c .  3 8 . 3 5 . 0 8 0 .  A N ALYS IS  AND P U B L IC  H E A R IN G . ( a )  Th e
c o m m i s s i o n e r  s h a l l ,  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  
t h e  a p p l i c a t i o n ,  p r e p a r e  a n  a n a l y s i s  o f  t h e  a p p l i c a t i o n  c r  
o f  t h e  m a t t e r  o f  w h i c h  h e  w a s  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  
f o r  a c t i o n  i f  f e a s i b l e ;  a  p r o p o s e d  l e a s e  a n d  a  g e n e r a l  
s t a t e m e n t  o f  h i s  b a s i s  a n d  p u r p o s e ,  i f  f a v o r a b l e  a c t i o n  i s  
p r o p o s e d ;  o r ,  w h en  a  p r o p o s a l  f o r  a c t i o n  i s  n o t  f e a s i b l e  
b e f o r e  a  h e a r i n g ,  a  d e s c r i p t i o n  o f  t h e  s u b j e c t s  a n d  i s s u e s  
I n v o l v e d .

( b )  U p o n  c o m p l e t i o n  o f  t h e  m a l y s i s  b u t  n o t  l e s s  t h a n  
3 0  d a y s  b e f o r e  t h e  d a t e  s e t  f o r  h e a r i n g  a n  a p p l i c a t i o n  o r  a 
s u b s t a n t i a l  a m e n d m e n t  t o  a n  a p p l i c a t i o n ,  t h 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  a s  p r o v i d e d  
i n  s e c .  7 0  o f  t h i s  c h a p t e r .

( c )  T h e  c o m m i s s i o n e r  s h a l l  s e t  a l l  a p p l i c a t i o n s  f o r  
p u b l i c  h e a r i n g  a s  c o o n  a s  p r a c t i c a b l e ,  i f  a  p u b l i c  h e a r i n g  
o n  a n  a p p l i c a t i o n  i s  r e q u e s t e d  b y  a n y  p e r s o n  w i t h i n  3 0  d a y s  
o f  p u b l i c a t i o n  o f  n o t i c e  u n d e r  s e c .  7 0 ( a )  o f  t h i s  c h a p t e r  
o r  i f  t h e  p r o p o s e d  a c t i o n  b e i n g  c o n s i d e r e d  i n v o l v e s  a  s u b ­
s t a n t i a l  p u b l i c  i n t e r e s t .  T h e  c o m m i s s i o n e r  s h a l l  s e t  t h e  
a p p l i c a t i o n  f o r  p u b l i c  h e a r i n g  a n d  p u b l i s h  n o t i c e  o f  t h e  
t i m e  a n d  p l a c e  o f  t h e  p u b l i c  h e a r i n g  a t  l e a s t  3 0  d a y s  b e f o r e  
t h e  h e a r i n g .

( d )  E x c e p t  t o  t h e  e x t e n t  s p e c i f i e d  i n  s e c .  1 9 0 ( b )  c f  
t h i s  c h a p t e r ,  t h e  p r o v i s i o n s  o f  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  
A c t  (A S  9 < 1 . 6 2 )  d o  n o t  a p p l y  t o  h e a r i n g s  h e l d  u n d e r  t h i s  
s e c t i o n .

*  S e c ,  9 .  AS 3 8 . 3 5 . 1 0 0  i s  r e p e a l e d  a n d  r e - e n a c t e d  t o  r e a d :

S e c .  3 8 . 3 5 . 1 0 0 .  D E C IS IO N  ON A P P L IC A T IO N .  ( a '  T h e  
c o m m i s s i o n e r  s h a l l  p r o m p t l y  d e t e r m i n e ,  o n  an  a p p l i c a t i o n  
f i l e d  w i t h  h im  u n d e r  s e c ,  5 0  o f  t h i s  c h a p t e r ,  w h e t h e i  t h e
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a p p l i c a n t  i s  f i t ,  w i l l i n g  a n d  a b l e  t o  p e r f o r m  t h e  t r a n s ­
p o r t a t i o n  o r  o t h e r  a c t s  p r o p o s e d  i n  a  m a n n e r  t h a t  w i l l  b e  
r e q u i r e d  b y  t h e  p r e s e n t  o r  f u t u r e  p u b l i c  i n t e r e s t .  I n  
m a k i n g  a  d e t e r m i n a t i o n  t h e  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  o r  n o t

( 1 )  t h e  p r o p o s e d  u s e  o f  t h e  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  t h e  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 h e  a p p l i c a n t  h a s  t h 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  t o  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 )  t h e  a p p l i c a n t  h a s  t h 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  t o  t a k e  a c t i o n  t o  t h e  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  
t o

( A )  p r e v e n t  a n 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  i m p a c t ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o ,  e r o s i o n
o f  t h e  s u r f a c e  o f  t h e  l a n d  a n d  d a m a g e  t o  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  a n y  n e c e s s a r y  r e s t o r a t i o n  o r  
r e v e g e t a t i o n ;  a n d

( C )  p r o t e c t  t h e  i n t e r e s t s  o f  i n d i v i d u a l s  
l i v i n g  i n  t h e  g e n e r a l  a r e a  o f  t h e  r i g h t - o f - w a y  who  r e l y  
o n  f i s h ,  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 ;

( 8 )  t h e  a p p l i c a n t  h a s  t h e  f i n a n c i a l  c a p a b i l i t y  t o  
p a y  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  h e  may  b e c o m e  
l i a b l e  o n  c l a i m s  a r i s i n g  f r o m  t h 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  o r  t e r m i n a t i o n  o f  t h e  p i p e l i n e .

( b )  I f  t h e  c o m m i s s i o n e r  m a k e s  t h e s e  d e t e r m i n a t i o n s  
f a v o r a b l y  t o  t h e  a p p l i c a n t ,  t h e n  h e  m ay  g r a n t  t h e  w h o l e  o r  
p a r t  o f  t h e  a p p l i c a t i o n .  O t h e r w i s e ,  h e  s h a l l  d e n y  t h e  
a p p l i c a t i o n .  I n  o r d e r  t o  g r a n t  t h e  w h o l e  o r  p a r t  o f  t h e  
a p p l i c a t i o n  t h e  c o m m i s s i o n e r  s h a l l  o f f e r  a  l e a s e  t o  t h e  
a p p l i c a n t  f o r  i t s  a c c e p t a n c e  t h r o u g h  s i g n i n g  o f  t h e  l e a s e  
a n d  a g r e e i n g  t o  c o m p l y  w i t h  i t s  t e r m s ,  c o n d i t i o n s ,  a n d  
o b l i g a t i o n s .  O n l y  u p o n  p r o p e r  a c c e p t a n c e  o f  o f f e r e d  l e a s e  
b y  t h e  a p p l i c a n t  w i t h i n  3 0  d a y s  a f t e r  I t s  h a v i n g  b e e n  p r e ­
s e n t e d  i s  t h e  g r a n t  o f  t h e  a p p l i c a t i o n  c o n s u m m a t e d .

*  S e c .  1 0 .  AS 3 8 . 3 5 . 1 1 0  i s  a m en d e d  t o  r e a d :

S e c .  3 0 . 3 5 . 1 1 0 .  TERM OP L E A S E .  E a c h  l e a s e  o f  s t a t e
l a n d  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  s h a l l  c o n t a i n  a  p r o ­
v i s i o n  t h a t  t h e  l e a s e  s h a l l  r u n  f o r  a  s p e c i f i e d  t e r m  o f  n o t  
g r e a t e r  t h a n  3 0  y e a r s ,  a n d  s h a l l  b e  r e n e w a b l e  f o r  a d d i t i o n a l  
p e x - l o d s  o f  u p  t o  1 0  y e a r s  e a c h ,  s o  l o n g  a s  t h e  l e s s e e  i s  i n  
c o m m e r c i a l  o p e r a t i o n  a n d  i s  i n  f u l l  c o m p l i a n c e  w i t h  a l l  
s t a t e  l a w ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  s t a t e  l a w  p e r t a i n i n g  
t o  r e g u l a t i o n  a n d  t a x a t i o n  o f  t h e  p i p e l i n e  f a c i l i t y ,  a n d  i s  
i n  c o m p l i a n c e  w i t h  a l l  t e r m s  o f  t h e  l e a s e .  I n  m a k i n g  t h i s  
d e t e r m i n a t i o n  h e  s h a l l  t a k e  i n t o  c o n s i d e r a t i o n  t h e  c o s t  o f  
t h e  p r o p o s e d  p i p e l i n e ,  i t s  u s e f u l  l i f e ,  a n d  t h e  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  f o r  t h e  p r o p o s e d  p i p e l i n e .

* S e c .  1 1 .  AS 3 8 . 3 5 . 1 2 0  I s  r e p e a l e d  a n d  r e - e n a c t e d  t o  r e a d :
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S e c .  3 8 . 3 5 . 1 2 0 .  COVENANTS RE Q U IRE D  7 0  E-E IHCLVDED  I K  
L E A S E ,  ( a )  A n o n c o m p e t i t i v e  l e a s e  o f  s t a t e  l a n d  f c r  a  
r i g h t - o f - w a y  f o r  a n  o i l  o r  n a t u r a l  g a s  p i p e l i n e  v a l u e d  a t  
$ 1 , 0 0 0 , 0 0 0  o r  m o r e  m ay  b e  g r a n t e d  o n l y  u p o n  t h e  c o n d i t i o n  
t h a t  t h e  l e s s e e  e x p r e s s l y  c o v e n a n t s  i n  the- l e a s e ,  i n  c o n ­
s i d e r a t i o n  o f  t h e  r i g h t s  a c q u i r e d  t y  i t  u n d e r  t h e  l e a s e ,  
t h a t

( 1 )  i t  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  o f  i t s  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 i i e  l e a s e  a s  a  common 
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  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  o r  n a t u r a l  g a s ,  d e p e n d i n g  o n  t h e  
k i n d  o f  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  i t  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  i n  t h e  v i c i n i t y  o f  t h e  p i p e l i n e  s u b j e c t  t o  
t h e  l e a s e  t h r o u g h o u t  i t s  r o u t e  b o t h  o n  s t a t e  l a n d  o b t a i n e d  
u n d e r  t h e  l e a s e  a n d  o n  o t h e i  l a n d ;  h o w e v e r ,  a  l e s s e e  who  
ow n s  o 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  s u b j e c t  t o  r e g u l a ­
t i o n  e i t h e r  ( A )  u n d e r  t h e  N a t u r a l  Gas  A c t  ( 1 5  U . S . C .  7 1 7  e t .  
s e q . )  o f  t h e  U n i t e d  S t a t e s ,  o r  ( B )  b y  t h e  s t a t e  o r  p o l i t i ­
c a l  s u b d i v i s i o n s  w i t h  r e s p e c t  t o  r a t e s  a n d  c h a r g e s  f o r  t h e  
s a l e  o r  n a t u r a l  g u s ,  i s ,  t o  t h e  e x t e n t  o f  t h a t  r e g u l a t i o n ,  
e x e m p t  f r o m  t h e  common c a r r i e r  r e q u i r e m e n t  i n  t h i s  p a r a ­
g r a p h ;  i t  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  c r u d e  o i l  c r  
n a t u r a l  g a s  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
i n  f a v o r  o f  o n e  p r o d u c e r  o r  p e r s o n ,  I n c l u d i n g  i t s e l f ,  a s  
a g a i n s t  a n o t h e r  b u t  w i l l  t a k e  t h e  c r u d e  o i l  o r  n a t u r a l  e e s , 
d e p e n d i n g  o n  t h e  k i n d  o f  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  o r  
o f f e r e d ,  w i t h o u t  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 ,  t h a t  t h e  
A l a s k a  P i p e l i n e  C o m m i s s i o n  s h a l l ,  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  t o  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  
o f  f a c t s ,  d e t e r m i n e  t o  b e  r e a s o n a b l e  i n  t h e  p e r f o r m a n c e  o f  
i t s  d u t i e s  a s  a  common c a r r i e r ;

( 2 )  i t  w i l l  i n t e r c h a n g e  c r u d e  o i l  o r  n a t u r a l  g a r ,  
d e p e n d i n g  o n  t h e  k i n d  o f  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  
common 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  a n 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  o f  c r u d e  o i l  o r  n a t u r a l  g a s  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  t o  r a t e s  a n d  r e g u l a t i o n s  m ad e  b y  t h e  a p p r o p r i a t e  
s t a t e  o r  f e d e r a l  r e g u l a t o r y  a g e n c y ;

( 3 )  i t  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 ,  
a n d  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 ay  
p r e s c r i b e  b y  r e g u l a t i o n  o r  l a w  a s  n e c e s s a r y  a n d  a p p r o p r i a t e  
f o r  p u r p o s e s  o f  a d m i n i s t r a t i o n  o f  t h i s  c h a p t e r ;

( A )  i t  w i l l  a c c o r d  a t  a i l  r e a s o n a b l e  t i n e s  t c  t h e  
s t a t e  a n d  i t s  a u t h o r i s e d  a g e n t s  a n d  a u d i t o r s  t h e  r i g h t  o f  
a c c e s s  t o  i t s  p r o p e r t y  a n d  r e c o r d s ,  o f  i n s p e c t i o n  o f  i t s  
p r o p e r t y ,  a n d  o f  e x a m i n a t i o n  a n d  c o p y i n g  o f  r e c o r d s ;

( 5 )  i t  w i l l  p r o v i d e  c o n n e c t i o n s ,  a s  d e t e r m i n e d  
b y  t h e  A l a s k a  P i p e l i n e  C o m m i s s i o n  u n d e r  AS < 1 2 . 0 6 . 3 1 1 0 ,  t o  
f a c i l i t i e s  o n  t h e  p i p e l i n e  s u b j e c t  t o  t h e  l e a s e ,  b o t h  o n  
s t a t e  l a n d  a n d  o t h e r  l a n d  i n  t h e  s t a t e ,  f o r  t h e  p u r p o s e  c f  
d e l i v e r i n g  c r u d e  o i l  o r  n a t u r a l  g a s ,  d e p e n d i n g  o n  t h e  k i n d  
o f  p i p e l i n e  i n v o l v e d ,  t o  p e r s o n s  ( i n c l u d i n g  t h e  s t a t e  a n d  
i t s  p o l i t i c a l  s u b d i v i s i o n s )  c o n t r a c t i n g  f o r  t h e  p u r c h a s e  
a t  w h o l e s a l e  o f  c r u d e  o i l  o r  n a t u r a l  g a s  t r a n s p o r t e d  by th e  
p i p e l i n e  w h en  r e q u i r e d  b y  t h e  p u b l i c  i n t e r e s t ;

( 6 )  i t  s h a l l ,  n o t w i t h s t a n d i n g  a r . v  r h e :

- d -
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p r o v i s i o n ,  p r o v i d e  c o n n e c t i o n s  a n d  i n t e r c h a n g e  f a c i l i t i e s  
a t  s t a t e  e x p e n s e  a t  s u c h  p l a c e s  t h e  s t a t e  c o n s i d e r s  n e c e s ­
s a r y  i f  t h e  s t a t e  d e t e r m i n e s  t o  t a k e  a  p o r t i o n  o f  i t s  
r o y a l t y  o r  t a x e s  i n  o i l  o r  n a t u r a l  g a s ;

( 7 )  i t  w i l l  c o n s t r u c t  a n d  o p e r a t e  t h e  p i p e l i n e  
i n  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 e  l a w s  a n d  l a w f u l  r e g u l a ­
t i o n s  a n d  o r d e r s  o f  t h e  A l a s k a  P i p e l i n e  C o m m i s s i o n ;

( 8 )  i t  w i l l ,  a t  i t s  own e x p e n s e ,  d u r i n g  t h e  t e r m  
o f  t h e  l e a s e

( A )  m a i n t a i n  t h e  l e a s e h o l d  a n d  p i p e l i n e  i n  
g o o d  r e p a i r ;

( B )  p r o m p t l y  r e p a i r  o r  r e m e d y  a n y  d am ag e  t o  
t h e  l e a s e h o l d ;

( C )  p r o m p t l y  c o m p e n s a t e  f o r  a n y  d am ag e  t o  
o r  d e s t r u c t i o n  o f  p r o p e r t y  f o r  w h i c h  t h e  l e s s e e  i s  
l i a b l e  r e s u l t i n g  f r o m  d a m a g e  t o  o r  d e s t r u c t i o n  o f  t h e  
l e a s e h o l d  o r  p i p e l i n e ;

( 9 )  I t  w i l l  n o t  t r a n s f e r ,  a s s i g n ,  o r  d i s p o s e  o f  
i n  a n y  m a n n e r ,  d i r e c t l y  o r  i n d i r e c t l y ,  o r  b y  t r a n s f e r  o f  
c o n t r o l  o f  t h e  c a r r i e r  c o r p o r a t i o n ,  i t s  I n t e r e s t  i n  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  o r  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 a s e  t o  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  
o f  t h 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  o f  t h e  o w n e r s ) ,  e x c e p t  t o  t h e  e x t e n t  t h a t  t h e  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  o f  t h e  p r o t e c t i o n  o f  t h e  p u b l i c  
i n t e r e s t  ( i n c l u d i n g  w h e t h e r  t h e  p r o p o s e d  t r a n s f e r e e  I s  f i t ,  
w i l l i n g  a n d  a b l e  t o  p e r f o r m  t h e  t r a n s p o r t a t i o n  o r  o t h e r  
a c t s  p r o p o s e d  i n  a  m a n n e r  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  t h e  
l i v 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  o f  t h e  p e o p l e  o f  
A . a s k a ) ,  a u t h o r i z e s ;  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  o r  d i s ­
p o s a l ;

( 1 0 )  i t  w i l l  f i l e  w i t h  t h 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  o f  a  n am ed  p e r m a n e n t  r e s i d e n t  o f  t h e  s t a t e  t o  
b e  i t s  r e g i s t e r e d  a g e n t  i n  t h e  s t a t e  a n d  t o  r e c e i v e  s e r v i c e  
o f  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  t h e  c o m m i s ­
s i o n e r ;  i f  i t  f a l l s  t o  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 ay  b e  m ad e  b y  p o s t i n g  a  c o p y  i n  t h e  o f f i c e  o f  t h e  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  o f  i t  i n  t h e  o f f i c e  o f  t h e  
l i e u t e n a n t  g o v e r n o r  a n d  b y  m a i l i n g  a  c o p y  t o  t h e  l e s s e e ' s  
l a s t  k n o w n  a d d r e s s ;

( 1 1 )  t h e  a p p l i c a b l e  l a w  o f  t h i s  s t a t e  w i l l  b e  
u s e d  i n  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  t h e  l e a s e ;

( 1 2 )  t h e  g r a n t i n g  o f  t h e  r i g h t - o f - w a y  l e a s e  i s  
s u b j e c t  t o  t h e  e x p r e s s  c o n d i t i o n  t h a t  t h e  e x e r c i s e  o f  t h e  
r i g h t s  a n d  p r i v i l e g e s  g r a n t e d  u n d e r  t h e  l e a s e  w i l l  n o t  
u n d u l y  I n t e r f e r e  w i t h  t h e  m a n a g e m e n t ,  a d m i n i s t r a t i o n ,  o r  
d i s p o s a l  b y  t h e  s t a t e  o f  t h e  l a n d  a f f e c t e d  b y  t h e  l e a s e ,  
a n d  t h a t  t h e  l e s s e e  a g r e e s  a n d  c o n s e n t s  t o  t h e  o c c u p a n c y  
a n d  u s e  b y  t h e  s t a t e ,  i t s  g r a n t e e s ,  p e r m i t t e e s ,  o r  e t h e r  
l e s s e e s  o f  a n y  p a r t  o f  t h e  r i g h t - o f - w a y  n o t  a c t u a l l y  o c c u ­
p i e d  o r  r e q u i r e d  b y  t h e  p i p e l i n e  f o r  t h e  f u l l  a n d  s a f e  
u t i l i z a t i o n  o f  t h e  p i p e l i n e ,  f o r  n e c e s s a r y  o p e r a t i o n s
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( 1 3 )  I t  w i l l  b e  l i a b l e  t o  t h e  s t a t e  f o p  d a m a g e s
I n j u r y  I n c u r r e d  b y  t h e  s t a t e  c a u s e d  b y  t h e  c o n s t r u c t i o n ,
o p e r a t i o n  o r  m a i n t e n a n c e  o l '  t h e  p i p e l i n e  a n d  i t  w i l l  l n d r .  
n l l ' y  t h e  s t a t e  f o r  t h e  l i a b i l i t i e s  o r  d a m a g e s ;

( 1 JI )  i t  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  t o  d o  
b u s i n e s s  i r .  t h e  s t 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  o r  u n d e r ­
t a k i n g  u p o n  t h e  t e r m s  a n d  c o n d i t i o n s  t h 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  i f  t h e  c o m m i s s i o n e r  f i n d s  t h a t  t h e  n e t  
a s s e t s  o f  t h e  l e s s e e  a r e  i n s u f f i c i e n t  t o  p r o t e c t  t h e  p u l  i '  
f r o m  d a m a g e  f o r  w h i c h  t h e  l e s s e e  m ay  b e  l i a b l e  a r i s i n g  u : r  
o f  t h e  c o n s t r u c t i o n  o r  o p e r a t i o n  o f  t h e  p i p e l i n e .

( b )  F o r  a  r i g h t - o f - w a y  l e a s e  g r a n t e d  u n d e r  t h i s  
c h a p t e r  f o r  a n  o i l  o r  n a t u r a l  g a s  p i p e l i n e  v a l u e d  a t  
$ 1 , 0 0 0 , 0 0 0  o r  m o r e  t o  b e  v a l i d  a n d  o f  l e g a l  e f f e c t ,  i t  m a r  
c o n t a i n  t h e  t e r m s  r e q u i r e d  t o  b e  i n s e r t e d  u n d e r  t h e  p r o v i ­
s i o n s  o f  s e c s .  1 1 0  -  1<(0 o f  t h i s  c h a p t e r .  An o i l  o r  
n a t u r a l  g a s  p i p e l i n e  r i g h t - o f - w a y  l e a s e  G r a n t e d  u n d e r  t h l  
c h a p t e r  t h a t  d o e s  n o t  c o n t a i n  t h e  r e q u i r e d  t e r m s  i s  r . u l i  
a n d  v o i d  a n d  w i t h o u t  l e g a l  e f f e c t  a n d  d o e s  n o t  v e s t  a n y  
I n t e r e s t  i n  s t a t e  l a n d  o r  a n y  a u t h o r i t y  i r .  t h e  c a r r i e r  
g r a n t e d  t h e  l e a s e .

( c )  n e  c o m m i s s i o n e r  m ay  I n s e r t  i n  a n y  r i g h t - o f - w a y  
l e a s e  o t h e r  r e a s o n a b l e  p r o v i s i o n s  a n d  c o n d i t i o n s  t h a t  h t  
d e t e r m i n e s  t h e  p u b l i c  i n t e r e s t  r e q u i r e s .

( a )  T h e  l e a s e  w i l l  a l s o  c o n t a i n  t e r n s  a n d  c o n d i t i e r ,  
t h a t  a r e  r e a s o n a b l y  n e c e s s a r y  t o  o b l i g a t e  t h e  l e s s e e ,  t c  
t h e  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 ,  t o

( 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  
o f  t h e  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 ;

( ? )  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 -.

( 3 )  p r e v e n t  a n 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  i m p a c t ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  t h e  e r o s i o n  
t h e  s u r f a c e  o f  t h e  l a n d ,  a n d  d am ag e  t o  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 ;

( l | )  r e s t o r e  a n d  r e v e g e t a t e  d u r i n g  t h e  t e r m  a n d  
a t  t e r m i n a t i o n  o f  t h e  l e a s e ;  a n d

( 5 )  p r o t e c t  t h e  I n t e r e s t s  o f  i n d i v i d u a l s  l i v i r .  
i n  t h e  g e n e r a l  a r e a  o f  t h e  r i g h t - o f - w a y  who  r e l y  o r ,  t h e  
f l s h j  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 .

( e )  I n  t h e  e v e n t  t h e  c o m m i s s i o n e r  p r o p o s e s  t o  o f f e r  
a  l e a s e  o r  l e a s e s  t o  tw o  o r  m o r e  l e s s e e s  f o r  t h e  s am e  p i r  
l i n e ,  t h e  c o m m i s s i o n e r  may  i n c l u d e  t e r m s  i n  t h e  l e a s e  c r  
l e a s e s  w h i c h  e s t a b l i s h  t h e  l i m i t  o f  t h e  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  t h i s  c h a p t e r  o r  
u n d e r  t h e  l e a s e  o r  l e a s e s .

( f )  T h e  c o m m i s s i o n e r  r . a y ,  a t  h i s  d i s c r e t i o n , i r . c i u u  
a n y  o r  a l l  o f  t h e  t e r m s  s e t  o u t  i n  t h i s  s e c t i o n  i r .  l e a s e s

incident to land management, adninlEtratior., or disposal;
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Chapter 3

o f  s t a t e  l a n d  f o r  p r o d u c t s  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 .

* S e c .  1 2 .  AS 3 8 . 3 5 . 1 3 0  I s  a n i e n d e d  t o  r e a d :

S e e .  3 8 . 3 5 . 1 3 0 .  R IG H T -O F -W A Y  EASEMENTS OR LEASES  
A CQ U IRED  FROM O TH ERS ,  ( a )  T h e  l e s s e e  n a y ,  i f  t h e  c o m m i s ­
s i o n e r  d e l e g a t e s  t h e  f u n c t i o n  t o  i t ,  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 ,  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  o r  r i g h t s - o f -  
w ay  o n  l a n d r ,  i n  t h e  s t a t e  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  a  p i p e l i n e  s u b j e c t  t o  t h e  l e a s e  o n  b e h a l f  o f  a n d  
a s  a g e n t  f o r  t h e  s t a t e  i n  w h i c h  t i t l e  t o  c r  I n t e r e s t  i n  t h e  
l a n d  s h a l l  v e s t .

( b )  T h 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  t h a t  t h e  l a n d ,  
r i g h t - o f - w a y ,  o r  e a s e m e n t  a c q u i r e d  u n d e r  t h i s  s e c t i o n  i s  o r  
w i l l  f o r m  p a r t  o f  t h e  l a n d  l e a s e d  t o  t h e  l e s s e e .

* 3 e c .  1 3 .  A3 3 8 . 3 5 . 1 (I 0  i s  r e p e a l e d  a r i d  r e - e n a c t e d  t o  r e a d :

S e c .  3 8 . 3 5 . 1 4 0 .  PAYMENT OP RENTAL AMD C O ST S . ( a )  T h e
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  b e  t h e  a n n u a l  
f a i r  m a r k e t  r e n t a l  o f  t h 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  t h e  a p p r a i s e d  f a i r  m a r k e t  v a l u e  o f  
t h e  l a n d .  T h e  l e a s e  p r i c e  i s  p a y a b l e  a n n u a l l y  i n  a d v a n c e  o n  
o r  b e f o r e  t h e  a n n i v e r s a r y  o f  t h e  l e a s e .  T h e  a p p r a i s e d  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  b e  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  
t h e  p r o v i s i o n s  o f  AS 3 8 . 0 5 . 1 0 5 .  R e n t a l  m ay  n o t  b e  c h a r g e d  
f o r  a n y  l a n d  a c q u i r e d  b y  t h e  l e s s e e  u n d e r  s e c .  1 3 0 ( b )  o f  
t h i s  c h a p t e r  a n d  c o n v e y e d  w i t h o u t  c o s t  t o  t h e  s t a t e .

( b )  T h e  l e s s e e  s h a l l  r e i m b u r s e  t h e  s l 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  i n  m o n i t o r i n g  t h e  c o n s t r u c t i o n  o f  
t h e  p i p e l i n e  o n  t h e  r i g h t - o f - w a y ,

* S e c .  1 4 .  AS 3 8 . 3 5 . 1 5 0  i s  r e p e a l e d .

*  S e c .  1 5 .  AS 3 8 . 3 5 . 1 6 0  i 3  r e p e a l e d .

*  S e c .  1 6 .  AS 3 8 . 3 5 . 1 7 0  i s  r e p e a l e d  a n d  r e - e n a c t e d  t o  r e a d :

S e c .  3 8 . 3 5 . 1 7 0 .  FO R F E IT U R E  OF L E A SE .  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  o f  t h 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  t h e  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  
t h i s  c h a p t e r  f o r  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  t h e  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  i n  t h e  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  t o  c o m p l y  w i t h  t h e  t e r m s  o f  t h e  r i g h t -  
o f - w a y  s h a l l  b e  g r o u n d s  f o r  f o r f e i t u r e  o f  t h e  r i g h t - o f - w a y  
i n t e r e s t  o f  t h e  l e s s e e  o r  o w n e r  i n  a n  a c t i o n  b r o u g h t  b y  t h e  
c o m m i s s i o n e r  i n  t h e  s u p e r i o r  c o u r t .  B e f o r e  t h e  c om m e n c e ­
m e n t  o f  a n y  a c t i o n  f o r  f o r f e i t u r e  o f  a n  i n t e r e s t  i n  a 
r i g h t - o f - w a y  u n d e r  t h i s  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  t h e  l e s s e e  o r  o w n e r  o f  t h e  i n t e r e s t  n o t i c e  i n  w r i t i n g  
o f  t h e  a l l e g e d  d e f a u l t  a r .d  s h a l l  n o t  c om m ence  t h e  p r o c e e d ­
i n g  u n l e s s  t h e  l e s s e e  o r  o w n e r  o f  t h e  i n t e r e s t  h a s  f a i l e d  
t o  i n i t i a t e  g o o d  f a i t h  e f f o r t s  t o  c u r e  t h e  d e f a u l t  w i t h i n  
6 0  d a y s  o f  t h e  n o t i c e  o f  t h e  a l l e g e d  d e f a u l t .

* S e c .  1 7 .  AS 3 8 . 3 5 . 1 8 0 ( c )  i s  a m en d e d  t o  r e a d :

( c )  N e i t h e r  t h i s  s e c t i o n  r . o r  t h e  s t a r e ' s  o b t a i n i n g  a n  
i n j u n c t i o n  o r  r e c o v e r i n g  p e n a l t i e s  e x t i n g u i s h e s  a n y  c i v i l
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Chanter 3

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

* S e c .  1 8 .  AS 3 8 . 3 5 . 1 9 0 ( b ) ,  ( c )  a n d  ( d )  a r e  r e p e a l e d .

* S e c .  1 9 .  AS 3 8 . 3 5 . 2 0 0  I s  r e p e a l e d  a n d  r e - e n a c t e d  t o  r e a d :

S e c .  3 8 . 3 5 . 2 0 0 .  J U D I C IA L  REVIEW OF D E C IS IO N S  OF COM­
M IS S IO N E R  ON A P P L IC A T IO N ,  ( a )  An a p p l i c a n t  o r  c o m p e t i n g  
a p p l i c a n t  o r  a  p e r s o n  who h a s  a  d i r e c t  f i n a n c i a l  i n t e r e s t  
a f f e c t e d  b y  t h e  l e a s e  who  r a i s e s  o h ,  c t l o n s  w i t h i n  6 0  d a y s  
o f  t h e  p u b l i c a t i o n  o f  n o t i c e  u n d e r  s e c .  7 0  o f  t h i s  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  t o  s e e k  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  t h e  c o m m i s s i o n e r  u n d e r  s e c .  1 0 0  o f  t h i s  
c h a p t e r .

( b )  T h e  o n l y  g r o u n d s  f o r  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  t h e  c o m m i s s i o n e r  a r e

( 1 )  f a i l u r e  t o  f o i l o w  t h e  p r o c e d u r e s  3 e t  o u t  i n  
t h i s  c h a p t e r ;  o r

( 2 )  a b u s e  o f  d i s c r e t i o n  s o  c a p r i c i o u s ,  a r b i t r a r y  
o r  c o n f i s c a t o r y  a s  t o  c o n s t i t u t e  a  d e n i a l  o f  d u e  p r o c e s s .

* S e c .  2 0 .  AS 3 8 . 3 5 . 2 1 0  i s  a m en d e d  t o  r e a d :

S e c .  3 8 . 3 5 . 2 1 0 .  DELEGATION OF C O M M IS S IO N E R 'S  AUTHOR­
I T Y ,  T h e  c o m m i s s i o n e r  m ay  d e l e g a t e  t o  a n  e m p l o y e e  o f  t h 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  o r  t h e  D e p a r t m e n t  o f  Law
t h e  a u t h o r i t y  g r a n t e d  u ndc - r  t h i s  c h a p t e r ,  e x c e p t  f c r  t h e
a u t h o r i t y  t o  e x e c u t e  l e a s e s .

* S e c .  2 1 .  AS 3 8 . 3 5 . 2 2 0 ( d )  i s  r e p e a l e d .

* S e c .  2 2 .  AS 3 8 . 3 5 . 2 3 0  i s  r e p e a l e d  a n d  r e - e n a c t e d  t c  r e a d :

S e c .  3 8 . 3 5 . 2 3 0 .  D E F IN I T I O N S .  I n  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  t h e  c o m m i s s i o n e r  o f  
n a t u r a l  r e s o u r c e s ;

( 2 )  " c o o r d i n a t e  a g e n c i e s "  i n c l u d e s  D e p a r t m e n t  
o f  L a b o r ,  D e p a r t m e n t  o f  H i g h w a y s ,  D e p a r t m e n t  o f  E n v i r o n ­
m e n t a l  C o n s e r v a t i o n ,  a n d  t h e  A l a s k a  P i p e l i n e  C o m m i s s i o n ;

( 3 )  " l e a s e "  m e a n s  t h e  i n s t r u m e n t  o r  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  i n  s t a t e  l a n d  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  t o  a  p e r s o n  a n d  a u t h o r i s i n g  t h e  c o n s t r u c t i o n  c r  
o p e r a t i o n  o f ,  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  b y  a 
p i p e l i n e  f o r  c r u d e  o i l ,  n a t u r a l  g a s ,  o r  p r o d u c t s ;

( 4 )  " l e s s e e "  m e a n s  a  p e r s o n  o r  p e r s o n s  h o l d i n g
a v a l i d  l e a s e  I s s u e d  b y  t h e  c o m m i s s i o n e r ;

( 5 )  " n a t u r a l  g a s "  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  a t  t h e  w e l l h e a d  n o t  d e f i n e d  a s  o i l ;

( 6 )  " o i l "  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  e 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  o f  g r a v i t y  w h i c h  a r e  p r o d u c e d  a t  
t h e  w e l l h e a d  i n  l i q u i d  f o r m  a n d  t h e  l i q u i d  h y d r o c a r b o n s
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k n o w n  o s  d i s t i l l a t e  o r  c o n d e n s a t e  r e c o v e r e d  o r  e x t r a c t e d  
f r o m  g a s ,  o t h e r ’ t h a n  g a s  p r o d u c e d  i n  a s s o c i a t i o n  w i t h  o i l  
a n d  c o m m o n l y  k n o w n  a s  c a s i n g h e a d  g a s ;

( 7 )  " p i p e l i n e "  o r  " p i p e l i n e  f a c i l i t y "  m e a n s  a l l  
t h e  f a c i l i t i e s  o f  a  t o t a l  s y s t e m  o f  p i p e  ( w h e t h e r  ow n ed  o r  
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 ,  o r  l e a s e )  u s e d  b y  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  o f  c r u d e  o i l ,  n a t u r a l  g a s ,  o r  
p r o d u c t s  f o r  d e l i v e r y ,  T o r  s t o r a g e ,  o r  f o r  f u r t h e r  t r a n s ­
p o r t a t i o n ,  a n d  i n c l u d i n g  a l l  p i p e ,  pum p o r  c o m p r e s s o r  
s t a t i o n s ,  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  r o a 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  a n d  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  a n d  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  f o r  b o t h  t h e  u p s t r e a m  p a r t  o f  t h e  p i p e l i n e  
a r i d  t h e  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 ,  a n 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  s y s t e m ,  a n d  a l l  o t h e r  
f a c i l i t i e s  U 6 e d  o r  n e c e s s a r y  f o r  a n  i n t e g r a l  l i n e  o f  p i p e ,  
t a k e n  a s  a  w h o l e ,  t o  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  
a n  e x t e n s i o n  o r  e n l a r g e m e n t  o f  t h e  l i n e ;

( 8 )  " p r o d u c t "  m e a n s  r e f i n e d  c r u d e  o i l ,  c r u d e  
t o p s ,  t o p p e d  c r u d e ,  p r o c e s s e d  c r u d e  p e t r o l e u m ,  r e s i d u e  
f r o m  c r u d e  p e t r o l e u m ,  c r a c k i n g  s t o c k ,  u n c r a c k e d  f u e l  o i l ,  
f u e l  o i l ,  t r e a t e d  c r u d e  o i l ,  r e s i d u u m ,  g a s  o i l ,  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  g a 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  o i l ,  w a s t e  o i l ,  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  o i l ,  b l e n d s  o r  m i x t u r e s  o f  p e t r o l e u m  
a n d  a n y  l i q u i d  p r o d u c t  o r  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 i l  o r  n a t u r a l  g a s ;

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

( A )  " s t a t e  l a n d s "  a s  d e f i n e d  i n  AS 3 8 . 0 5 . -
3 6 5 ;

( B )  p u b l i c  l a n d  o f  t h e  U n i t e d  S t a t e s  
s e l e c t e d  b y  t h e  s t a t e  u n d e r  s e c .  6  o f  t h e  A l a s k a  
S t a t e h o o d  A c t  o f  . 1 9 5 8  ( P L  8 5 - 5 0 8 ;  7 ?  S t a t .  3 9 9 ) ,  a s  
a m e n d e d ,  a n d  r e a l  p r o p e r t y  o f  t h e  U n i t e d  S t a t e s  t r a n s ­
f e r r e d  t o  t h e  s t a t e  u n d e r  s e c s .  2 1 ,  3 5  a n d  9 5  o f  t h e  
A l a s k a  O m n ib u s  A c t  o f  1 9 5 9  ( F L  8 6 - 7 0 ;  7 3  S t a t .  1 9 1 ) ,  
a s  a m e n d e d ;

( C )  a n y  i n t e r e s t  ow n e d  b y  t h e  s t a t e  i n
l a n d ;

( 1 0 )  " t r a n s p o r t a t i o n "  m e a n s  t h e  s h i p m e n t  o r  
c a r r i a g e  b y  a  p i p e l i n e  o f  c r u d e  o i l ,  n a t u r a l  g a s ,  o r  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  i n  o n e  o r  m o r e  f i e l d s  o r  
p o i n t s  o f  p r o d u c t i o n  o r  s u p p l y  o f  t h e  m i n e r a l s  t o  a  d o w n ­
s t r e a m  t e r m i n u s  i n  o n e  o r  m o r e  p o i n t s  f o r  d e l i v e r y  o f  t h e  
m i n e r a l s  t o  a  p u r c h a s e r  o r  c o n s i g n e e ,  f o r  s t o r a g e ,  o r  f o r  
f u r t h e r  c a r r i a g e  o r  s h i p m e n t ,  i n c l u d i n g  s h i p m e n t  o r  c a r r i a g e  
w i t h i n  t h e  s t a t e  t h a t  m a y  b e  c l a s s i f i e d  a s  i n t e r s t a t e  o r  
f o r e i g n  t r a n s p o r t a t i o n  t o  t h e  e x t e n t  t h a t  t h e  t r a n s p o r t a ­
t i o n  m ay  c o n s t i t u t i o n a l l y  b e  s u b j e c t e d  t o  t h e  p r o v i s i o n s  o f  
t h i s  c h a p t e r ,  a s  w e l l  a s  a l l  s e r v i c e s  n e c e s s a r y  t o  e f f e c t u ­
a t e  s h i p m e n t  o r  c a r r i a g e ,  i n c l u d i n g ,  a m on g  o t h e r  t h i n g s ,  
t h e  r e c e i p t ,  s t o r 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 f e r  i n  
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  o f  t h e  m i n e r a l s .

* S e c .  2 3 .  AS 3 8 . 3 5  i s  a m e n d e d  b y  a d d i n g  n ew  s e c t i o n s  t o
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r e n d :

S e c .  3 3 . 3 t . 2 0 S .  LEASE JA V IN G S  C L A U SE .  A J u d l c i u l  
f i n d i n g  t h a t  a n y  t e r m  o r  c o n d i t i o n  o f  a  r i g h t - o f - w a y  l e a s e  
i s s u e d  u n d e r  t h i s  c h a p t e r  i s  u n l a w f u l  o r  I n v a l i d  m ay  n o t  
o p e r a t e  t o  I n v a l i d a t e  t h e  l e a s e  o r  a n y  o t h e r  t e r m  o r  c o n d i ­
t i o n  o f  t h e  l e a s e .

S e c .  3 8 . 3 5 . 2 f 5 .  B IN D IN G  EFFECT  OF COVENANTS. By 
e n t e r i n g  I n t o  a  l e a s e  u n d e r  t h i s  c h a p t e r ,  t h e  l e s s e e  i s  
b o u n d  b y  a l l  t h e  c o v e n a n t s  p r o v i d e d  f o r  i n  t h e  l e a s e  t c  t h e  
f u l l  e x t e n t  o f  t h e  p o w e r  o f  t h e  s t a t e  t o  Im p o s e  t h o s e  
c o v e n a n t s  u n d e r  I t s  a u t h o r i t y  a s  o w n e r  o f  t h e  l a n d  t o  b e  
l e a s e d  o r  u n d e r  i t s  p o l i c e  o r  r e g u l a t o r y  p o w e r s  o r  o t h e r ­
w i s e ;  p r o v i d e d  t h a t  t h e  r i g h t  o f  t h e  l e s s e e  t o  c h a l l e n g e  
t h e  p o w e r  o f  t h e  s t a t e  t o  r e q u i r e  o u c h  a  c o v e n a n t  a s  ownc-r 
o f  t h e  l a n d  t o  b e  l e a s e d  o r  u n d e r  i t s  p o l i c e  o r  r e g u l a t o r y  
p o w e r s  o r  o t h e r w i s e  I s  p r e s e r v e d  u n t i l  s u c h  t i m e  a s  a c t i o n  
t o  e n f o r c e  t h e  c o v e n a n t  i s  t a k e r :  b y  t h e  s t a t e .

“  S e c .  2 8 .  AS 0 9 . 5 5 . 2 ' i 0 ( a ) ( 1 2 )  i s  am en d e d  t o  r e a d :

1 1 2 )  f o r  t h e  l o c a t i o n  o f  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 ,  o r  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  g a s  o r  o i l  o r  a n y  l i q u i d  o r  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 ,  b u t  n o t  l i m i t e d  t o ,  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  t a n k s ,  o r  r e s e r v o i r s ,  n n d  r e l a t e d  i n ­
s t a l l a t i o n s .

11 S e c .  2 5 .  AS 3 8 . 0 5 . 0 2 0 ( c ) ( 1 )  i s  a m e n d e d  t o  r e a d :

( 1 )  g r a n t i n g  l e a s e s  o f  s t a t e  l a n d  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 ;

* S e c .  2 6 .  AS 3 8 . 0 5 . 0 2 0 ( c ) ( 2 )  i s  a m e n d e d  t o  r e a d :

( 2 )  l e a s i n g ,  p u r c h a s i n g ,  o r  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  b y  d e c l a r a t i o n  o f  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  i n  l a n d  i n  t h i s  s t a t e  f o r  t h e  p u r p o s e  
o f  u t i l i s i n g  o r  g r a n t i n g  l e a s e s  o f  t h e  l a n d ,  e a s e m e n t s  o r  
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 ;

» S e c .  2 7 .  AS 3 8 .  0 5 . 0 2 0 ( c ) ( )  i s  am en d e d  t o  r e a d :

( N )  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  w i t h  a  v i e w  t o  a s s u r i n g  c o m p l i a n c e  b y  i t  w i t h  i t s  
r i g h t - o f - w a y  l e a s e ,  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 ;

* S e c .  2 8 .  AS ' 3 8 . 0 5 . 3 3 0  i s  a m e n d e d  t o  r e a d :

S e c .  3 8 , 0 0 , 3 3 0 .  P E R M IT S ,  T h e  d i r e c t o r ,  w i t h o u t  t h e  
p r i o r  a p p r o v a l  o f  t h e  c o m m i s s i o n e r ,  m ay  i s s u e  p e r m i t s ,  
r i g h t s - o f - w a y  o r  e a s e m e n t s  o n  s t a t e  l a n d  f o r  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  o r  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  n o t  s u b j e c t  t o  AS 3 8 . 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  l i n e s ,  l o g  s t o r a g e ,  o i l  w e l l  
d r i l l i n g  s i t e s  a r .d  p r o d u c t i o n  f a c i l i t i e s  f o r  t h e  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  T r om  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 ,  a n d  o t h e r  s i m i l a r  u s e s  o r  I m p r o v e m e n t s ,  o r  f o r  t h e  
l i m i t e d  p e r s o n a l  u s e  o f  t i m b e r  o r  m a t e r i a l s .  T h e  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  t h e  d i r e c t o r ,  s h a l l
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Chapter 3

e s t a b l i s h  a  r e a s o n a b l e  r a t e  o r  f e e  s c h e d u l e  t o  b e  c h a r g e d  
f o r  t h e s e  u s e s .  I n  t h e  g r a n t i n g ,  s u s p e n s i o n  o r  r e v o c a t i o n  
o f  a  p e r m i t  o r  e a s e m e n t  o f  l a n d s ,  t h 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  t o  t h a t  u s e  o f  t h e  l a n d  w h i c h  w i l l  b e  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  t o  t h e  s t a t e  a n d  t h e  d e v e l o p m e n t  o f  i t s  
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  b e  g r a n t e d  t o  
t h e  u p l a n d  o w n e r  f o r  t h e  u s e  o f  a  t r a c t  o f  t i d e l a n d , o r  
t l 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  l a n d ,  w h i c h  i s  s e a w a r d  
o f  t h e  u p l a n d  p r o p e r t y  o f  t h e  u p l a n d  o w n e r  a n d  w h i c h  i s  
n e e d e d  b y  t h e  u p l a n d  o w n e r  f o r  a n y  o f  t h e  p u r p o s e s  f o r
w h i c h  t h e  u s e  m ay  b e  g r a n t e d .

* S e c .  2 9 .  AS 8 2 . 0 6 . 3 1 0  I s  a m e n d e d  b y  a d d i n g  a  new s u b s e c ­
t i o n  t o  r e a d :

( c )  E v e r y  common c a r r i e r  s h a l l ,  w h e n  o r d e r e d  b y  t h e
A l a s k a  P i p e l i n e  o m i n i s s l o n ,  e x t e n d  o r  e n l a r g e  i t s  p i p e l i n e
o r  s t o r a g e  f a c i l i t i e s  p r o v i d e d  t h e  e x t e n s i o n  o r  e n l a r g e m e n t  
s h a l l  b e  f o u n d  t o  b e  r e a s o n a b l e  a n d  r e q u i r e d  J n  t h e  p u b l i c  
I n t e r e s t  a n d  t h a t  t h e  e x p e n s e  I n v o l v e d  w i l l  n o t  I m p a i r  t h e  
a b i l i t y  o f  t h e  common c a r r i e r  o r  p u b l i c  u t i l i t y  t o  p e r f o r m  
I t s  d u t y  t o  t h e  p u b l i c .

* S e c .  3 0 .  T h e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  s h a l l  s u b ­
m i t  t o  t h e  m e m b e r s  o f  t h e  E i g h t h  L e g i s l a t u r e  n o t  l a t e r  t h a n  
S e p t e m b e r  1 ,  1 9 7 8  a  f u l l  r e p o r t  c o v e r i n g  a l l  l a n d s  c o n v e y e d  u n d e r  
p r o v i s i o n s  o f  AS 3 8 . 0 5 . 0 6 3  a n d  3 8 . 0 5 . 0 7 6 .  T h e  r e p o r t  s h a l l  
c o n t a i n  a  d e s c r i p t i o n  o f  a l l  p a r c e l s  c o n v e y e d  u n d e r  t h e  A c t  
i n c l u d i n g  a c r e a g e  ( t o  I n c l u d e  a  d e t a i l e d  p l a t  o f  e a c h  p a r c e l ) ,  
l a n d  c l a s s i f i c a t i o n ,  a p p r a i s e d  v a l u e ,  l e a s e  o r  s a l e  v a l u e ,  p r o ­
p o s e d  l a n d  u s a g e ,  a n d  a n y  o t h e r  I n f o r m a t i o n  t h e  c o m m i s s i o n e r  m ay  
f e e l  n e c e s s a r y  t o  a n  u n d e r s t a n d i n g  o f  t h e  p a r t i c u l a r  d i s p o s a l .

* S e c .  3 1 .  AS 3 8 . 0 5 . 0 6 3  a n d  3 8 . 0 5 . 0 7 6  a r e  r e p e a l e d  e f f e c t i v e  
S e p t e m b e r  1 ,  1 9 7 8 .

* S e c .  3 2 .  T h i s  A c t  t a k e s  e f f e c t  o n  t h e  d a y  a f t e r  i t s  p a s s a g e  
a n d  a p p r o v a l  o r  o r .  t h e  d a y  i t  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 .

-12-

A p p r o v e d  b y  g o v e r n o r :  N o v e m b e r  1 9 ,  1 9 7 3
A c t u a l  e f f e c t i v e  d a t e :  N o v e m b e r  2 9 ,  1 9 7 3



audit Division
POUCII W  -  AlASKA Office L'UILDIIIG

DATE: November 15, 1973

S U B J : Right-of-Way Leasing 
Substantive Changes 
from Existing Lav;—  
HB 3, HB 8

Addition of Sec. 38*35.250 binding effect of covenants. 
Provides lessee with the right to challenge the power 
of the state to require covenants.

Deletion of ownership option. All orovisions for state 
purchase of a pipeline were removed.

Substitution of a purchase price provision, based on 
fair market value, in place of prior method based on a 
production formula (see attachment).

Addition of section relating to sale or lease of lands 
bill creates a repealer for the bill. The section also 
provides for reporting of the sale or lease transactions 
Under the new section, the sale or lease of lands bill 
will be repealed effective September 1, 197^ •
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Riqht-of-Wav Leasing

the e x i s t i n g  law prov ides fo r  a r ight-of-way lease based on the h ig h e r  of 
two formuI os— one r e l a t i n g  to p i p e l i n e  assets ,  and I he other to not ea rn ings  of 
the p i ,  e l i  ne. According to  the j o i n t  s t i p u l a t i o n s  in the o i l  companies' s u i t  
a ga in s t  the S ta le ,  the asset formula ,

"AS 3 8 .3 5 .1 4 0 ( a ) ,  would requ ire  a minimum aggregate payment 
by the TAPS owners to tho State o f  approx imate ly  572 ,739 ,800 
(o r  52 ,078 ,280 per y e a r ) ,  i f  TAPS wore constructed fo r  a 
throughput capac ity  o '  2 ,000 ,000 b a r r e ls  per day. The minimum 
aggregate renta l payment would be approx imate ly  567 ,900 ,000 
(o r  51 ,940 ,000 per year) i f  TAPS were constructed fo r  a through­
put capac ity  of 1,200,000 ba r re ls  per day ."

Expected revenues under the net earr ings formula depend on the manner in
which net earn ings  are ca lc u la te d .  The j o i n t  s t i p u l a t i o n s  a n t ic ip a te d  three
poss ib le  v a r i a t i o n s :

" ( I )  'Proposed re g u la t i o n s '  m u l t i p l i e s  both 'ne t  ea rn in gs '  
and ' t o t a l  assets ' (as those terms are used in AS 3 8 .3 5 .1 4 0 (a ) ( 2 )  
by a term re fe r red  to as the Alaska Land Facfor (ALF). The 
Alaska Land Factor is def ined as the length o f  r ight-of-way 
over land in which the state has an ownership in te res t  d i v i d e d
by the to ta l  length of the p i p e l i n e  in the s t a te .  Such f a c to r
is 0 .3181 .  This formula a lso  prov ides tha t  in determ in ing 
'ne t  e a r n i n g s ' ,  both the minimum renta l under AS 3 8 .3 5 .1 4 0 (a ) ( 1 )  
and the percentage renta l under AS 3 8 .3 5 .1 4 0 (a ) ( 2 )  sh a l l  be 
deducted from gross revenues. ,

(2) 'Formula A' is  i d en t ica l  to t h e ’formula descr ibed above
except that  the Alaska Land Factor is not used.

(3) 'Formula B' is  id en t ic a l  to Formula A except that the 
percentage renta l under AS 3 8 .3 5 .1 4 0 (a ) ( 2 )  is  not deducted 
in c a l c u l a t i n g  'ne t  e a r n i n g s ' . "

Fo l low ing  ihese var ious  approaches,

"the average annual aggregate amount o f  the rent payab le to the
s t a le  over the l i f e  o f  the p i p e l i n e  by a l l  TAPS owners w i l l  be
approx imate ly  as fo l l ow s ,  assuming d i f f e r e n t  rates of return  on 
In te rs ta te  Commerce Commission va lu a t io n  of the p i p e l i n e  p rope r ty :
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ICC RATE 
of RETURN

USING PROPOSED 
REGULATIONS

US 1NG 
FORMULA A

US 1 NG 
FORMULA B

O

I f  Pi pe l i n e  i s Constructed for
1,200,000 bbl/day Throughput Capacity

2 per cent $ 6 ,700 ,000 $ 20 ,300 ,000 $ 39 ,300 ,000
4 per cent 16,300,000 52 ,400 ,000 103,500 ,000
8 per  cent' 23 ,500 ,000 75,900 ,000 150,800 ,000
7 per cent 40 ,500 ,000 129,300,000 258 ,600 ,000

I f  P ip e l in e  is  Constructed fo r
1,200,000 bbl/day. Throughput Capacity

2 per cent $ 7 ,100 ,000 $ 2 1 ,5 0 0 ,0 0 0 $ 41 ,700 ,000
4 per cent 17,200,000 55 ,400 ,000 109,500,000
5 per cent 24 ,900 ,000 80 ,300 ,000 159,600,000
7 per cent 42 ,900 ,000 127,000,000 274 ,100 ,000

Thus, in a l l  the cases cons idered ,  under e x i s t i n g  law, the net ea rn ings  formula 
would y i e l d  g rea te r  revenue and thus be in e f f e c t .  There is some f e e l i n g  th a t  the 
4fr ICC rate of  return is the one that  o i l  companies would choose.

Governor Egan's proposal f o r  r ight-of-way leas ing  would sub s t i tu te  a renta l based 
on f a i r  market va lue .  According to the p l a i n t i f f ' s  proposed s t i p u l a t i o n s  o f  fac1', The 
market va lue of State r ight-of-way (249 o f  the 789 m i les )  is between 5384,248 and 
$467,612 assuming a vlue o f  $87 - $106 per acre . Thus, the revenue to be rece ived under 
t h i s  approach can be expected io be rather sm a l l .  A common p rac t ice  in le a s in g  by the 
Department o f  Natural Resources has been to  charge an annual renta l e q u iv a le n t  to  6$ 
of  the f a i r  market va lue .

AGO 7 8 7 9 3 *



Original sponsor: Rules Committee by
request of the Governor

I N  T H E  S E N A T E  BY T H E  F R E E  C O N F E R E N C E  C O M M I T T E E

F R E E  C O N F E R E N C E  CS F O R  H O U S E  CS F O R  CS F O R  S E N ' T E  B I L L  NO. 3 

I N  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  

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  an  A c t  e n t i t l e d :  "A n Act r e l a t i n g  to p i p e l i n e s ;  a n d  p r o v i d i n g  for an

e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. AS 3 8 . 3 5 . 0 1 0  is a m e n d e d  by a d d i n g  a ne w  s u b s e c t i o n  to read.

(b) T h e  S t a t e  of A l a s k a  r e s e r v e s  u n t o  i t s e l f  all righ t s ,  p o w e r s ,  

p r i v i l e g e s  an d  i m m u n i t i e s  not p r e e m p t e d  by fede r a l  i n t e r s t a t e  c o m m e r c e  

lav/s and r e g u l a t i o n s  in th e r i g h t - o f - w a y  l e a s i n g  of an y  s t a t e  l a n d s  

for p i p e l i n e  c o n s t r u c t i o n ,  t r a n s m i s s i o n ,  or o p e r a t i o n  w i t h i n  its 

b o u n d a r i e s .

* Sec. 2. AS 3 8 . 3 5 . 0 2 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. (a). R i g h t s - o f - w a y  

o n  s t a te  [ S T A T E - O W N E D ]  land 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 ver, u n d e r ,  alo 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  of a p u b l i c  

r o a d  or h i g h w a y  or th e  r i g h t - o f - w a y  cf 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 ,  or [ON,] a c r o s s ,  u pon, over, or u n d e r  a r i v e r  or o t h e r  b o d y  

of w a t e r  or land b e l o n g i n g  to or a d m i n i s t e r e d  by the s t a t e  m a y  Le­

g-ranted 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 r p o s e s  for  the t r a n s p o r t a t i o n  of oil, p r o d u c t s  o r  n a t u r a l  gas 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 law ojr [AND] by a d m i n i s t r a t i v e  r e g u l a­

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

a g r e e m e n t  a p p r o v e d  by the state, no [NO] p e r s o n  m a y  e n g a g e  in a n y  

c o n s t r u c t i o n  [ . A C Q U I S I T I O N ]  or o p e r a t i o n  of any [, OR  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  O R  A] part of an oil, p r o d u c t s ,  or 

n a t u r a l  g a s  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

-1 -  N C O S  H C S  C S S B  3
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be o n  s t a t e  [ P U B L I C ]  l a n d  [,] u n l e s s  t hat 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  from  t h e  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  of t h e  land 

u n d e r  t hi s  c h a p t e r  [AS WELT 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 ,  O R  S A L E ,  I F  S U B J E C T  

T O  T H E  LEASE, W I L L  BE IN A C C O R D A N C E  W I T H  ITS T E R M S ] .

(b) T h e  c o m m i s s i o n e r  m a y  by r e g u l a t i o n  e x e m p t  the c o n s t r u c t i o n  

or o p e r a t i o n  of f ie l d  g a t h e r i n g  l i n es  or any r e a s o n a b l e  c l a s s i f i c a t i o n  

of t h e m  f r o m  the r e q u i r e m e n t  cf a o f - w a y  l e a s e  u n d e r  t h i s

chapter.

* Sec. 3- AS 3 B . 3 5 . 0 3 0  is a m e n d e d  to  read:

Sec. 3 8 . 35 . 0 3 0 .  A B A N D O N M E N T ^  [OF O R ]  R E D U C T I O N  O R  I M P A I R M E N T  O F

S E R V I C E  O F  P I P E L I N E  [BY L E S S E E  C A R R I E R ] .  No l e s s e e  [ C A R R I E R ]  m a y  

a b a n d o n  any p o r t i o n  of a p i p e l i n e  t h a t  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 [THE] l e a s e  g r a n t e d  u n d e r  t h i s  c h a p t e r , or o p e r a t i o n  or 

t r a n s p o r t a t i o n ,  se r v i c e ,  o r  s a l e  by It, or r e d u c e  or I m p a i r  s e r v i c e ,  

e x c e p t  in a c c o r d a n c e  w i t h  the t e r m s  of  th e  l e a s e  or sec. AO of this 

c h a p t e r  [UNL E S S  T H E  C A R R I E R  H A S  F I R S T  A P P L I E D  F O R  A N D  TH E  C O M M I S S I O N E R  

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 M E N T ,  R E D U C T I O N ,  O R  I M P A I R­

ME 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. AS 3 8 .3 5 .0^0 is a m e n d e d  to r e a d:

Sec. 3 8 . 3 5 . 0 ^ 0 .  T E M P O R A R Y  D R  E M E R G E N C Y  S E R V I C E  O L  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  O F  S E R V I C E  B Y  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  may, e i t h e r  u p o n  a r e q u e s t  m a d e  in the f o r m  he s h a l l  

by r e g u l a t i o n  r e q u i r e ,  or u p o n  h i s  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  o f  s e r v i c e  by 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  secs. 50 - 100 

of this c h a p t e r.  N o t h i n g  in t h i s  s e c t i o n  p r e v e n t s  a c a 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  i n  the e v e n t  of a n  e m e r g e n c y  w h i c h  

F CCS HCS C S S B  3 - 2 -
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t h r e a t e n s  p u b l i c  h e a l t h  or1 s a f e t y ; h o w e v e r ,  n o t i c e  s h a l l  be  g i v e n  the 

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 .

* Sec. 5. 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  t o  read:

See, 38. 35.050. A P P L I C A T I O N S  P O P  R I G H T - O F - W A Y  L E A S E S .  (a) A 

p e r s o n  or personr. 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  Jr. p r o p o s e d  to bo 

l o c a t e d  in w h o l e  or in p a r t  o n  s t a t e  land, s h a l l  a p p l y  f or  a n o n c o m­

p e t i t i v e  r i g h t - o f - w a y  lease of the s t at e  land.

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

fo 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 ,  a n d  s h a l l  i n c l u d e  a n y  a n d  all 

data, I n f o r m a t i o n ,  p l a n s  a n d  e x h i b i t s  w h i c h  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  

are n e c e s s a r y  to p r e p a r e  the a n a l y s i s  r e q u i r e d  by sec, 80 of this 

c h a p t e r  and to m a k e  a d e c i s i o n  u n d e r  sec. 100 o f  t h i s  c h a p t e r .

(c) Any a m e n d m e n t  to an a p p l i c a t i o n  f i l e d  u n d e r  th i s  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 t h e  a p p l i c a t i o n  is s u b j e c t  to al l

p r o v i s i o n s  of this c h a p t e r  a p p l y i n g  to a n  o r i g i n a l  a p p l i c a t i o n .

(d) All p e r s o n s  o w n i n g  o r  p l a n n i n g  t o  o w n  a n  i n t e r e s t  in a p i p e­

line or p r o p o s e d  p i p e l i n e  s u b j e c t  to a l e a s e  m u s t  j o i n  in t h e  a p p l i c a­

tion u n d e r  (a) of t h i s  s e c t i o n .  An y p e r s o n  e m p l o y e d  by the l e s s e e  in 

o p e r a t i n g  the p i p e l i n e  is b o u n d  by t he  c o v e n a n t s  of t h e  l e a s e  a p p l i c a b l e  

to f u n c t i o n s  w i t h i n  the s c o p e  of his e m p l o y m e n t  as if he w e r e  an a p p l i­

cant und<_ • the l e a s e  and the s t a t e  m a y  e n f o r c e  a n y  b r e a c h  of a c o v e n a n t  

d i r e c t l y  a g a i n s t  an o p e r a t o r  w h o  is not in c o m p l i a n c e  w i t h  t h e  c o v e n a n t .

s Sec. 6 . AS 3 8 .3 5 . 0 6 u  is r e p e a l e d .

* Sec. 7. AS 3 8 .3 5 . 07 0 :Ls a m e n d e d  to read:

Sec. 3 0 . 3 5 . 07 0 .  N O T I C E  OF  A P P L I C A T I O N .  U p o n  r e c e i v i n g  an a p p l i c a­

tion 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  in the 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 the p r o p o s e d  p i p e l i n e ,  the n o t i c e  to i n clude:
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(A) a general description of the land involved;

(B) a s u m m a r y  o f  t h e  s u b s t a n c e  of the a p p l i 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 ;  [AND]

(j) f u r n i s h  a t  cos t  c o p i e s  o f  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  t h e m ; an d

(;l) 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  and 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 th e  a p p l i c a t i o n .

* Sec. 8. AS 3 8 . 3 5 . 0 8 0  i s  a m e n d e d  to read:

S ec. 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 .

I'a) T h e  c o m m i s s i o n e r  s h al l ,  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  

t h e  a p p l i c a t i o n ,  p r e p a r e  an a n a l y s i s  o f  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  f o r  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 e a s e  [OR C E R T I F I C A T E  O R  B O T H ]  ind a g e n e r a l  

s t a t e m e n t  of his b a s i s  a n d  p u r p o s e ,  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 ;  

or, w h e n  a p r o p o s a l  f or  a c t i o n  is not f e a s i b l e  b e f o r e  a h e a r i n g ,  a 

d e s c r i p t i o n  of the s u b j e c t s  a n d  i s s u e s  i n v o l v e d .

(b) U p o n  c o m p l e t i o n  of th e a n a l y s i s  b u t  no t  l ess t h a n  30 d a y s  

b e f o r e  the d a t e  set fo r  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

m e n t  to a n  a p p l i c a t i o n ,  the c o m m i s s i o n e r  shal] p u b l i s h  n o t i c e ,  and 

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  I n  sec. 70 of t h i s  c h a p t e r .

(c) T h e  c o m m i s s i o n e r  s h a l l  se t  a l l  a p p l i c a t i o n s  f o r  p u b l i c

h e a r i n g  as s oon as p r a c t i c a b l e , if a p u b l i c  h e a r i n g  on an a p p l i c a t i o n

is r e q u e s t e d  by a n y  p e r s o n  w i t h i n  30 d a y s  of p u b l i c a t i o n  of n o t i c e

u n d e r  sec.. 70(a) of thi s  c h a p t e r  or if th e  p r o p o s e d  a c t i o n  b e i n g

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

s h a l l  set the a p p l i c a t io n  f o r  p u b l i c  h e a r i n g  and p u b l i s h  n o t i c e  of

t h e  t i m e  and p l a c e  of the p u b l i c  h e a r i n g  at l e a s t  30 d a y s  b e f o r e  the 

heari n g .
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(d) E x c e p t  to t h e  e x t e n t  s p e c i f i e d  In sec. 190(b) of this 

c h a p t e r ,  the p r o v i s i o n s  of th e  A d m l n l s t r a t i v e  P r o c e d u r e  Ac t  (AS A A . 6 2 ) 

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 h i s  s e ction.

Sec. 9. AS 3 8 . 3 5 . 1 0 0  is r e p e a l e d  and r e - e n a c t e d  to read:

Sec. 3 8 . 35 . 1 0 0 .  D E C I S I O N  ON A P P L I C A T I O N .  (a) T h e  c o m m i s s i o n e r  

s h a l l  p r o m p t l y  d e t e r m i n e ,  on a n  a p p l i c a t i o n  f iled w i t h  him u n d e r  

sec. 50 of this c h a p t e r  w h e t h e r  t h e  a p p l i c a n t  is fit, w i l l i n g  and 

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  a cts p r o p o s e d  i n  a m a n n e r  

t hat w i l l  be r e q u i r e d  by the p r e s e n t  or f u t u r e  p u b l i c  I n t e r e s t .  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 hall c o n s i d e r  w h e t h e r  or not

(1) the p r o p o s e d  u s e  of 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  of the land 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) the a p p l i c a n t  has th e  t e c h n i c a l  and 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 t h e  t e c h n i c a l  and 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 t he  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  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  

I m p a c t,  i n c l u d i n g  but not limi t e d  to, e r o s i o n  of the s u r f a c e  cf 

the land and d a m a g e  to f ish a n d  w i l d l i f e  an d  t h e i r  h a b i t a t ;

(B) u n d e r t a k e  a n 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 t a­

tion; and

(C) p r o t e c t  t h 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  in 

t h e  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  on 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  of the a r e a  for s u b s i s t e n c e  p u r p o s e s ;

(!l) the a p p l i c a n t  has t h e  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  damage:? for w h i c h  he m a y  b e c o m e  l i a b l e  on 

c l a i m s  a r i s i n g  from the 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  of the p i p e l i n e .
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(b) If the c o m m i s s i o n e r  m a k e s  t h e s e  d e t e r m i n a t i o n s  f a v o r a b l y  to 

t h e  a p p l i c a n t ,  t h e n  he m a y  g r a n t  the w h o l e  or p a r t  of the a p p l i c a t i o n .  

O t h e r w i s e ,  he s h a l l  d e n y  the a p p l i c a t i o n .  In o r d e r  to g r a n t  t h e  w h o l e  

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

t h e  a p p l i c a n t  f o r its a c c e p t a n c e  t h r o u g h  s i g n i n g  of the io a s e  and 

a g r e e i n g  to c o m p l y  w i t h  its terms, c o n d i t i o n s ,  an d  o b l i g a t i o n s .  O n l y  

u p o n  p r o p e r  a c c e p t a n c e  of o f f e r e d  l e a s e  by t h e  a p p l i c a n t  w i t h i n  30

d a y s  a f t e r  its h a v i n g  b e e n  p r e s e n t e d  is t h e  g r a n t  of the a p p l i c a t i o n

c o n s u m m a t e d .

Sec. 10. AS 3 8 .3 5 . H O  is a m e n d e d  to read:

Sec. 3 8 . 3 5 . 1 1 0 .  T E R M  OP LEASE. E a c h  l e a s e  of s t a t e  [ P U B L I C ]

land for p i p e l i n e  r i g h t - o f - w a y  p u r r e e s  s hall c o n t a i n  a p r o v i s i o n  that 

the l e a s e  s h a l l  ru n  fo r  a s p e c i f i e d  t e r m  of riot g r e a t e r  t han 30. L25] 

y e a r s ,  an d  s h a l l  be r e n e w a b l e  f o r  a d d i t i o n a l  p e r i o d s  of up to 10 y e a r s  

ea c h ,  so l o n g  as the  l e s s e e  is In c o m m e r c i a l  o p e r a t i o n  and is i n  f u l l  

c o m p l i a n c e  w i t h  a l l  s t a t e  law, i n c l u d i n g  but not li m i t e d  to  s t a t e  law 

p e r t a i n i n g  to r e g u l a t i o n  and t a x a t i o n  of the p i p e l i n e  f a c i l i t y ,  and 

is in c o m p l i a n c e  w i t h  a l l  t e r m s  o f  the lease. I n  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  i n t o  c o n s i d e r a t i o n  th e cos t  of th e  p r o p o s e d  

p i p e l i n e ,  its u s e f u l  life, and th e  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  for 

t h e  p r o p o s e d  p i p e l i n e .

Sec. 11. AS 3 8 . 3 5 . 1 2 0  is .’ep e a l e d  an d  r e - e n a c t 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 s t a t e  land fo r  a r i g h t - o f - w a y  f o r an o i l 

or n a t u r a l  g a s  p i p e l i n e  v a l u e d  at $ 1 , 0 0 0 , 0 0 0  or m o r e  m a y  be g r a n t e d  

o n l y  u p o n  t h e  c o n d i t i o n  that the l e s s e e  e x p r 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  of the r i g h t s  a c q u i r e d  by it u n d e r  t h e  lease, 

th a t

(1) it a s s u m e s  the s t a t u s  o f  and w i l l  p e r f o r m  a l l  of its 
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f u n c t i o n s  u n d e r t a k e n  u n d e r  th e  l e a s e  a s  a c o m m o n  c a r r i e r  an d  w i l l  

a c c e p t ,  c o n v e y ,  and 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  or 

n a t u r a l  gas, d e p e n d i n g  on th e  kin 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  

to it Tor 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 the v i c i n i t y  of the pipeline- 

s u b j e c t  to the l e a s e  t h r o u g h o u t  i t s  r o u t e  b o t h  on s t a t e  lan d  o b t a i n e d  

u n d e r  the l e a s e  ar.d on o t h e r  land; h o we v e r ,  a l e s s e e  w h o  o w n s  or 

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  s u b j e c t  to r e g u l a t i o n  e i t h e r  (A) u n d e r  

t'.ie N a t u r a l  G a s  Ac t  (15 U. S . C .  717 et. seq.) of the U n i t e d  S t a t e s ,  or

(B) by the 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  w i t h  r e s p e c t  to r a t e s  and 

c h a r g e s  for the sal e  of n a t u r a l  g a s ,  is, to the e x t e n t  o f  t h a t  r e g u l a­

tion, e x e m p t  f rom the c o m m o n  c a r r i e r  r e q u i r e m e n t  in thi s  p a r a g r a p h ;  

it will a c c e p t ,  conv e y ,  arid t r a n s p o r t  c r u d e  oil or n a t u r a l  g a s  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 o n 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  itself, as a g a i n s t  a n o t h e r  but w i l l  t a k e  t h 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  on the 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 ,  w i t h o u t  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 ,  t h a t  the 

A l a s k a  P i p e l i n e  C o m m i s s i o n  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 th 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  o f  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  i n  the p e r f o r m a n c e  of its d u t i e s  as  a c o m m o n  

c a r r ie r ;

(2) it w i l l  I n t e r c h a n g e  c r u d e  oil or n a t u r a l  gas ,  d e p e n d i n g  

u p o n  the kind 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  like 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  for the i n t e r c h a n g e  o f  c r u d e  o i l

or n a t u r a l  g a s  at e v e r y  l o c a l i t y  r e a c h e d  by bot h  p i p e l i n e s  w h e n  the 

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  and r e g u l a t i o n s  m a d e  by th e  a p p r o­

pr 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  agen c y ;

(3) it w i l l  m a i n t a i n  and p r e s e r v e  books, a c c o u n t s ,  and 

r e c o r d s  an d  w i l l  m a k e  t h o s e  r e p o r t s  tha t  the state m a y  p r e s c r i b e  by 

r e g u l a t i o n  or law as n e c e s s a r y  a n d  a p p r o p r i a t e  for n u r p o s e s  of
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a d m i n i s t r a t i o n  of th i s  c ha p t e r ;

(4) it w i l l  a c c o r d  at a l l  r e a s o n a b l e  t i m e s  to the s t a t e 

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

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

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

(5) it w i l l  p r o v i d e  c o n n e c t i o n s ,  as d e t e r m i n e d  by the 

A l a s k a  P i p e l i n e  C o m m i s s i o n  u n d e r  AS 4 2 . 0 6 . 3 ^ 0 ,  to f a c i l i t i e s  on the 

p i p e l i n e  s u b j e c t  to the lease, b o t h  o . s t a t e  l and a n d o t h e r  land in 

the sta t e ,  for 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  ol] or n a t u r a l  g a s ,  

d e p e n d i n g  u p o n  the 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  ( i n c l u d i n g  

the s t a t e  a n d  its p o l i t i c a l  s u b d i v i s i o n s )  c o n t r a c t i n g  f o r  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  

w h e n  r e q u i r e d  by  th e  p u b l i c  i n t e r e s t ;

(6) it shall, n o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n ,  p r o v i d e  

c o n n e c t i o n s  and i n t e r c h a n g e  f a c i l i t i e s  at s t a t e  e x p e n s e  at s u c h  p l a c e s  

t h e  s t a t e  c o n s i d e r s  n e c e s s a r y  if the s t a t e  d e t e r m i n e s  to t ak e  a p o r t i o n  

of its r o y a l t y  or t a x e s  in o i l  o r  n a t u r a l  gas;

(7) it w i l l  c o n s t r u c t  and o p e r a t e  the p i p e l i n 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 e  laws and l a w f u l  r e g u l a t i o n s  an d  o r d e r s  of the 

A l a s k a  P i p e l i n e  C o m m i s s i o n ;

(8) it w i l l ,  at its o w n  e x p e n s e ,  d u r i n g  the t er m  of th e

l e a s e

(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) 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 the l e a s e­

hold ;

(C) p r o m p t l y  c o m p e n s a t e  for a n y  d a m a g e  to o r  d e s t r u c t i o n  

of p r o p e r t y  f o r  w h i c h  the l e s s e e  is l i a b l e  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  o f  the l e a s e h o l d  or p i p e l i n e ;

( 9 )  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 an 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 ,  or by t r a n s f e r  o f  c o n t r o l  o f  the 

c a r r i e r  c o r p o r a t i o n ,  its 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 ,  or any 

r i g h t s  u n d e r  the l e a s e  or an y  p i p e l i n e  s u b j e c t  to th e  l e a s e  to any 

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

ari e s ,  p a r e n t s  arid a f f i l i a t e s  o f  the o w n e r s ) ,  e x c e p t  to the e x t e n t  

that the c o m m i s s i o n e r ,  a f t e r  c o n s i d o r a t i o n  of the p r o t e c t i o n  of the 

p u b l i c  i n t e r e s t  ( i n c l u d i n g  w h e t h e r  the  p r o p o s e d  t r a n s f e r e e  1 s fit, 

w i l l i n g  an d  a bl 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 other* a c t s  p r o p o s e d  

In a manner* that w i l l  r e a s o n a b l y  p r o t e c t  t h e  liv e s ,  p r o p e r t y  and 

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 ) ,  a u t h o r i s e s ;  Lh< enimnlasJnnor 

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  h i s  c o n s e n t  to th e  t r a n s f e r ,  a s s i g n­

me n t  or d i s p o s a l ;

(10) it w i l l  fil e  w i t h  the 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  

o f  a n a m e d  p e r m a n e n t  r e s i d e n t  o f  the s t a t e  to be its r e g i s t e r e d  agent 

in the s t a t e  a nd  to r e c e i v e  s e r v i c e  o f  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  of t he  c o m m i s s i o n e r ;  if it f ails to a p p o i n t  an a g e n t  for 

s e r v i c e ,  s e r v i c e  may be m a d e  by p o s t i n g  a cop y in th e  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 copy o f  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 the l e s s e e ' s  last k n o w n  a d d r e s s ;

(11) the a p p l i c a b l e  l a w  of this 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 lea s e ;

(12) t h e  g r a n t i n g  o f  t h e  rlght-ol'-way l e a s e  is s u b j e c t  to 

the e x p r e s s  c o n d i t i o n  t h a t  t h e  e x e r c i s e  of th e  r i g h t s  a nd  p r i v i l e g e s  

g r a n t e d  u n d e r  the l e a s e  w i l l  not u n d u l y  i n t e r f e r e  w i t h  the m a n a g e m e n t ,  

a d m i n i s t r a t i o n ,  o r  d i s p o s a l  by the s t a t e  of the lan d  a f f e c t e d  by

the lease, a n d  that t h e  l e s s e e  a g r e e s  and c o n s e n t s  to t h e  c - o u p a n c y  

a n d  use by the stat e ,  its g r a n t e e s ,  p e r m i t t e e s ,  o r  o t h e r  l e s s e e s  of 

a n y  p a r t  of the r i g h t - o f - w a y  n o t  a c t u a l l y  o c c u p i e d  o r  r e q u i r e d  by the 

p i p e l i n e  for the ful l  a n d  s a f e  u t i l i z a t i o n  o f  the p i p e l i n e ,  f o r  n e c e s -

-9- fccs nor, ornn 3
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sar y o p e r a t i o n s  I n c i d e n t  to l a n a  m a n a g e m e n t , a d m i n i s t r a t i o n ,  or d i s­

posa l ;

(13) it w i l l  be l ia b l e  to the 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  o f  the p i p e l i n e  and it w i l l  i n d e m n i f y  the s t a t e

for the b i l i t i e s  or d a m a 0 es;

i!
(14) it w i l l  p r o c u r e  an 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

Ii
d a m a g e  i n s u r a n c e  front 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 s t 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 terms a n d  c o n d i t i o n s

i
the 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  i f  the c o m m i s s i o n e r  f i n d s  that 

the net a s s e t s  of the les s e e  ar e  i n s u f f i c i e n t  to p r o t e c t  the p u b l i c
I

f r o m  d a m a g e  for w h i c h  the l e s s e e  rnay 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  or o p e r a t i o n  o f  the p i p e l i n e ;

(b) Fo r  a r i g h t - o f - w a y  l e a se  g r a n t e d  u n d e r  this c h a p t e r  for 

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 , 0 0 0 , 0 0 0  o r  m o r e  to be 

v a l i d  arid of l e g al  e f fe c t ,  it m u s t  c o n t a i n  the t e r ms  r e q u i r e d

to be i n s e r t e d  u n d e r  the p r o v i s i o n s  o f  secs. 110 - 1 hO of thi s  

c h a p t e r .  An oil  or- natu r a l  gas p i p e l i n e  r i g h t - o f - w a y  l e a s e g r a n t e d  

u n d e r  this c h a p t e r  that does not c o n t a i n  the r e q u i r e d  t e r m s  is 

n u l l  a n d  void an d  w i t h o u t  l egal e f f e c t  and d oes not v e s t  any 

i n t e r e s t  in s t a t e  l a n d  or any a u t h o r i t y  in the c a r r i e r  g r a n t e d  

the lease.

(c) Th e  c o m m i s s i o n e r  ma y  i n s e r t  in any r i g h t - o f - w a y  l ea s e  

o t h e r  r e a s o n a b l e  p r o v i s i o n s  a n d  c o n d i t i o n s  that lie d e t e r m i n e s  the 

p u b l i c  interest, r e q u i r e s .

(d) T h e l ea s e  w i l l  a l s o  c o n t a i n  t erns a n d  c o n d i t i o n s  t h a t  a r e  

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  uses o f  the land 
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(2) 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) p r e v e n t  a ny  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 mp a c t ,  

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

a n d  d a m a g e  to I'ish an d  w i l d l i f e  and t h e i r  h a b i t a t ;

0 0  r e s t o r e  a n d  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

tio n  o f  t h e  lease; and

(5) p r o t e c t  th e  i n t e r e s t s  o f  i n d i v i d u a l s  l i v i n g  in the 

g e n e r a l  a r e a  o f  t h e  r i g h t - o f - w a y  w h o  r el y  on the f i sh ,  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  the a r e a  for s u b s i s t e n c e  p u r p o s e s .

(e) In t h e  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  t w o  o r  m o r e  less e e s  f o r  the same 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 limit

o f  t h e  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.

(f) T h e  c o m m i s s i o n e r  may, at h i s  d i s c r e t i o n ,  I n c l u d e  any or a l l  

of t h e  t e r m s  set out in this s e c t i o n  in l e a s e s  of s t a t e  l a n d  for 

p r o d u c t s  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. 1?. AS 3 8 .35 . 130 is a m e n d e d  to read:

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  O T H E 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  BY T H E  C A R R I E R  T H A T

(1) IT W ILL, U P O N  A D E T E R M I N A T I O N  BY 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  PR I C E , C O N V E Y  T O  T H E  S T A T E

A MY R I G H T S - O F - W A Y ,  R I G H T - O F - W A Y  P ER 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  FOR 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  T O  I T S E L F  A N D  T H E  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  S O L E  R I G H T  T O  C O N D E M N ,  BY D E C L A R A T I O N  O F  T A K I N G ,  REAL

involving a superior public interest;
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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  O F  OR E A S E M E N T S  O R  R I G H T S - O F - W A Y  O N  

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  I N  T H I S  S T A T E ,  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 L  (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 9 2 -2 0 3 ;  85 STAT. 688; 43 U . S . C .  1 6 0 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  L E A S E ;

(3) T H E  C A R R I E R  W I L L ] ,  i f  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 de m n ,  by d e c l a r a t i o n  o f  ta k i n g ,  u n d e r  A S  0 9 . 5 5 . 4 2 0  - 

09■55.450, 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  or e a s e m e n t s  o r  r i g h t s -  

o f - w a y  on [ P U B L I C ]  lands in che s t a t e  [ 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 ,  

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  f o r  r i g h o - o f - w a y  p u r p o s e s  

fo r  a [THE] p i p e l i n e  s u b j e c t  to the l e a s e  on b e h a l f  o f  a n d  as a g e n t  

f o r  the s t a t e  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 est.

(b) T h 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  BY T H I S  S E C T I O N  

S H A L L  BE A C C O M P A N I E D  BY A P R O V I S I O N ]  that 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  t his 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 and l e a s e d  to the l e s s e e  [ C A R R I E R ] .

* Sec. 13. A S  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  CO S T S .  (a) T h e  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 th e  a n n u a l  f a i r  m a r k e t

r e n t a l  o f  t he  s t a t e  lands i n c l u d e d  in the 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 t h e  land. 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  in a d v a n c e  on o r  b e f o r e  the a n n i v e r s a r y  o f  t h e  le as e .  T h e  

a p p r a i s e d  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

t h e  p r o v i s i o n s  of A S  3 8 .05.105. R e n t a l  m a y  no t  be c h a r g e d  f o r  any

l and a c q u i r e d  by th e  l e s s e e  u n d e r  sec. 130(b) of t h i s  c h a p t e r  a n d  

c o n v e y e d  w i t h o u t  cost g o  the state.

(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  for a l l  r e a s o n a b l e  
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c o s t s  i n c u r r e d  i n  m o n i t o r i n g  the c o n s t r u c t i o n  o f  the p i p e l i n e  on the 

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

Sec. 14. A S  3 8 . 3 5 . 1 5 0  is r e p e a l e d .

Sec. 15. A S  3 8 . 3 5 . ICO is r e p e a l e d .

Sec. 16. AS 3 8 . 3 5 . 1 7 0  is r e p e a l e d  and r e - e n a c t e d  t o  read:

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

tio n  of  the 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  time e 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  t h i s  c h a p t e r  ''or r e a s o n s  w i t h i n  the 

c o n t r o l  o f  the l e s s e e  or f a i l u r e  of  an o w n e r  of 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  tlu: t e r m s  o f  the 

r i g h t - o f - w a y  s h a l l  be g r o u n d s  f o r  f o r f e i t u r e  of the r i g h t - o f - w a y  

i n t e r e s t  o f  the l e s s e e  or o w n e r  in an a c t i o n  b r o u g h t  by the c o m m i s­

si o n e r  in the s u p e r i o r  court. B e f o r e  the c o m m e n c e m e n t  o f  an y  a c t i o n  

fo r  f o r f e i t u r e  o f  an 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  this s e c t i o n ,  

the c o m m i s s i o n e r  s h a l l  g i v e  the l e s s e e  or o w n e r  o f  th e  i n t e r e s t  n o t i c e  

in w r i t i n g  o f  the a l l e g e d  d e f a u l t  a n d s h a l l  not c o m m e n c e  the p r o c e e d i n g  

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

of the a l l e g e d  d e fa u l t .

Sec. 17. A S  3 8 . 3 5 . 1 8 0 ( c )  Is a m e n d e d  to read:

(c) N e i t h e r  t*is s e c t i o n  n o r  t h e  s t a t e ' s  o b t a i n i n g  an i n j u n c t i o n

or1 r e c o v e r i n g  p e n a l t i e s  e x t i n g u i s h e s  any c.i.vil c a u s e  o f  a c t i o n  [OR 

C R I M I N A L  R E S P O N S I B I L I T Y ]  a r i s i n g  out of a v i o l a t i o n  o f  t h i s  c h a p t e r  

or the p r o v i s i o n s  of [,] a r i g h t - o f - w a y  l e a s e  [, PR C E R T I F I C A T E  U N D E R  

A LE A S E .  A P E R S O N  O B T A I N I N G  A M O N E Y  J U D G M E N T  IN AN A C T I O N  A R I S I N G  

O U T  O F  A V I O L A T I O N  IS E N T I T L E D  T O  /> R E A S O N A B L E  A T T O R N E Y  FEE, F I X E D  

EY T H E  C O U R T ,  T O  B E  T A X E D  A N D  C O L L E C T E D  A S  C C S T S  OF T H E  SUIT].

Sec. 18. A S  3 8 . 3 5 . 1 9 0 ( b ) ,  (c) and (d) are r e p e a l e d .

Sec. 19. AS 3 8 .35 . 200 is r e p e a l e d  and r e - e n a c t e d  lu read:
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Sec. 3 8. 3 5 . 2 0 0 .  J U D I C I A L  R E V I E W  O F  D E C I S I O N S  O F  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) An 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  o r  a p e r s o n  w h o  

h a s  a d i r e c t  f i n a n c i a l  i n t e r e s t  a f f e c t e d  by t h e  l e a s e  w h o  r a i s e s  o b j e c­

tio n s  w i t h i n  60 d a y s  o f  t h e  p u b l i c a t i o n  o f  n o t i c e  u n d e r  sec. 70 o f  this 

c h a p t e r  are the o nly p e r s o n s  w i t h  s t a n d i n g  to se e k  J u d i c i a l  r e v i e w  of 

a d e c i s i o n  o f  the c o m m i s s i o n e r  u n d e r  sec. 100 of  this c h a p t e r .

(b) T h e only g r o u n d s  fo r  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  ar e

(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 out in t his 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  s o  c a p r i c i o u s ,  a r b i t r a r y  o r  c o n f i s c a­

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

* Sec. 20. AS 3 8 . 3 5 . 2 1 0  is a m e n d e d  to read:

Sec. 3 8 . 3 5 . 2 1 0 .  D E L E G A T I O N  O F  C O M M I S S I O N E R ' S  A U T H O R I T Y .  Th e

c o m m i s s i o n e r  ma y  d e l e g a t e  to a n  e m p l o y e e  o f  th 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  or t h e  D e p a r t m e n t  o f  L a w  the a u t h o r i t y  g r a n t e d  u n d e r  this 

c h a p t e r ,  e x c e p t  f o r  the a u t h o r i t y  to e x e c u t e  l e a s e s  [ A N D  C E R T I F T C A T E S j

* Sec. 21. A S  3 8 . 3 5 . 2 2 0 ( d )  is r e p e a l e d .

* Sec. 22. AS 3 8 . 3 5 . 2 3 0  is r e p e a l e d  and 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  chapte:

(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  o f  n a t u r a l

r e s o u r c e s ;

(2) " c o o r d i n a t e  a g e n c i e s "  i n c l u d e s  D e p a r t m e n t  o f  L a b o r ,  

D e p a r t m e n t  of  H i g h w a y s ,  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n ,  a n d  

th e  A l a s k a  P i p e l i n e  C o m m i s s i o n ;

(3) "lea s e "  m e a n s  t h e  i n s t r u m e n t  o r  e x t e n s i o n  of an i n s t r u­

m e n t  i s s u e d  u n d e r  this 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 a n d  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  to a p e r s o n  an d  a u t h o r i s i n g  

tn e  c o n s t r u c 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 ale
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by a p i p e l i n e  for c r u d e  oil, n a t u r a l  gas ,  or p r o d u c t s ;

(>l) " l e ssee" m e a n s  a p e r s o n  or p e r s o n s  h o l d i n g  a v a l i d

l e a s e  i s s u e d  by th e  c o m m i s s i o n e r ;

(5) " n a t u r a l  g as "  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 oil;

(6) "oil" Includes c r u d e  p e t r o l e u m  oi 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  o f  g r a v i t y  w h i c h  a r 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  an d  the l iq 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  o r  e x t r a c t e d  f r o m  gas, o t h e r  t h a n  g a s p r o d u c e d  in a s s o c i a t i o n  

w i t h  oil an 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;

(7) " p i p e l i n e "  o r  " 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

ties of a t otal s y s t e m  o f  p i p e  ( w h e t h e r  o w n e d  o r  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 ,  o'.’ 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

o f  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 ,  f o r  s t o r a g e ,  or 

for f u r t h e r  t r a n s p o r t a t i o n ,  a n d  i n c l u d i n g  all p i p e ,  p u m p  or c o m p 1" .ssor 

s t a t i o n s ,  s t a t i o n  e q u i p m e n t ,  ta n ks ,  v a l v e s ,  a c c e s s  r o a 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  and 

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  for 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  and 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

me n t  f a c i l i t i e s ,  and 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  s y s t e m ,  

and all o t h e r  f a c i l i t i e s  use d  o r  n e c e s s a r y  for a n  i n t e g r a l  l i n e  of 

p ipe, t a k e n  as a w ho 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  a n  

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

(8) " 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  c r u d e ,  p r o c e s s e d  c r u d e  p e t r o l e u m ,  r e s i d u e  f r o m  c r u d e  p e t r o l e u m ,  

c r a c k i n g  s t o c k ,  u n c r a c k e d  fuel oil, fuel oil, t r e a t e d  c r u d e  oil, 

r e s i d u u m ,  gas 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  gas 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  o r  m i x t u r e s  o f  p e t r o l e u m  a n d
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