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a n y  l i q u i d  p r o d u c t  or 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  or 

n a t u r a l  gas;

(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 "  as d e f i n e d  in AS 3 8 - 0 5 - 3 6 5 ;

(B) p u b l i c  l and o f  the U n i t e d  S t a t e s  s e l e c t e d  by the 

s t a t e  u n d e r  sec. C o f  the A l a s k a  S t a t e h o o d  A c t  o f  1 9 5 8  (PL 8 5 - 5 0 8 ;

72 Stat. 399), as a m e n d e d ,  a n d  r e a l  p r o p e r t y  of  the U n i t e d  S t a t e s  

t r a n s f e r r e d  to the s t a t e  u n d e r  secs. 21, 35 a n d  4 5 o f  the A l a s k a  

O m n i b u s  Act o f  1 9 5 9  (PL 86 - 70; 73 Stat. 1 ^ 1 ) ,  as a m e n d e d ;

(C) an y  i n t e r e s t  o w n e d  by the s t a t e  in land;

(10) " t r a n s p o r t a t i o n "  m e a n s  the .pinent o r  c a r r i a g e  bj a

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

t e r m i n u s  in o n e  or m o r e  f i e l d s  or p o i n t s  of p r o d u c t i o n  or  s u p p l y  of 

t h e  m i n e r a l s  to a d o w n s t r e a m  t e r m i n u s  in o n e  or m o r e  p o i n t s  for 

d e l i v e r y  o f  the m i n e r a l s  to a p u r c h a s e r  o r  c o n s i g n e e ,  fo r s t o r a g e ,  

o r  for f u r t h e r  c a r r i t j 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  that may  be c l a s s i f i e d  as i n t e r s t a t e  or i o r e i g n  

t r a n s p o r t a t i o n  to the e x t e n t  tha t  the t r a n s p o r t a t i o n  m a y  c o n s t i t u t i o n­

al l y  be s u b j e c t e d  to the p r o v i s i o n s  o f  t his c h a p t e r ,  as w e l l  as all 

s e r v i c e s  n e c e s s a r y  to e f f e c t u a t e  s h i p m e n t  or c a r r i a g e ,  i n c l u d i n g ,  

a m o n g  o t h e r  t h in 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

fer  in t r a n s j t ,  f o r w a r d i n g ,  an d  d e l i v e r y  o f  the m i n e r a l s .

* Sec. 23. AS 3 8 . 3 5  is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to r ead:

Sec. 38.35.2^10. L E A S E  S A V I N G S  C L A U S E .  A j u d i c i a l  f i n d i n g  that 

a n y  t e r m  o r  c o n d i t i o n  o f  a right-of-v/ay l e a s e  i s s u e d  u n d e r  this 

c h a p t e r  is u n l a w f u l  o r  i n v a l i d  m a y  n o t  o p e r a t e  to i n v a l i d a t e  the 

l e a s e  or a n y  o t h e r  t e r m  or c o n d i t i o n  o f  the lease.

Sec. 3 8 . 3 5 . 2 5 0 .  B I N D I N G  E F F E C T  O F  C O V E N A N T S .  By e n t e r i n g  in t o  

a l e a s e  u n d e r  thi s  c h a p t e r ,  the l e s s e e  is b o u n d  by a l l  the c o v e n a n t s  
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s t a t e  to i m p o s e  t h o s e  c o v e n a n t s  u n d e r  Its a u t h o r i t y  as o w n e r  o f  the

l and to be l e a s e d  or u n d e r  its p o l i c e  o r  r e g u l a t o r y  p o w e r s  or o t h e r w i s e ]

p r o v i d e d  that the r i g h t  o f  the l e s s e e  to c h a l l e n g e  the p o w e r  o f  the

s t a t e  to r e q u i r e  s u c h  a c o v e n a n t  as o w n e r  o f  the l a n d  to be l e a s e d  

or u n d e r  its 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  is p r e s e r v e d  

u n t i l  s u c h  ti m e  as a c t i o n  to e n f o r c e  the c o v e n a n t  is t a k e n  by the state.

* Sec. 24. AJ 0 9 . 5 5 . 2 4 0 ( a )  (12^ is a m e n d e d  to read:

(12) [ S U B J E C T  T O  T H E  R E Q U I R E M E N T S  O F  T H E  A L A S K A  R I G H T - O F -  

W A Y  L E A S I N G  A C T  OF 1 97 2  (AS 3 8 . 3 5 ) , ]  f o r  the l o c a t i o n  o f  p i p e l i n e s  

fo 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 ,  or 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  gas o r  oi l  o r  a n y  l i q u i d  or 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 ,  out not l i m i t e d  to, 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 ,  and r e l a t e d  i n s t a l l a t i o n s .

* Sec. 25. AS 3 8 . 0 5 . 0 2 0 ( c ) ( 1 )  is a m e n d e d  to read:

(1) g r a n t i n g  l e a s e s  o f  s t a t e  [ P U B L I C ]  land [ A N D  I S S U I N G  

C E R T I F I C A T E S ]  fo 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 ;

* Sec. 26. AS 3 8 . 0 5 . u 20(c ) (2) is a m e n d e d  to read:

(2) l e a s i n g ,  p u r c h a s i n g ,  o r  otherv/ise 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  by 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  or o t h e r  i n t e r e s t s  

in [ O N  P R I V A T E  OR F E D E R A L ]  l a n d  in this s t a t e  f o r the p u r p o s e  of 

u t i l i z i n g  or g r a n t i n g  l e a s e s  o f  the land, e a s e m e n t s  or i n t e r e s t s  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 ;

Sec. 27. AS 3 8 . 0 5 . 0 2 0 ( c ) ( 4 )  is a m e n d e d  to read:

(4) 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  an y  l e s s e e  

[ C A R R I E R ]  w i t h  a v i e w  to a s s u r i n g  c o m p l i a n c e  by it w i t h  its r i g h t - o f -  

way le a s e,  [ C E R T I F I C A T E S  I S S U E D  U N D E R  T H A T  L E A S E , ]  this c h a p t e r ,  and 

an 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  Law;

* Sec. 28. AS 3 8 . 0 5 . 3 3 0  Is a m e n d e d  to read:

- 1 7 -  FC C S  H C S  C S S B  3

provided for in the lease to the full extent of the power of the

AGO 787951



I. 

7 

it

v

10
11 

12

13

14

15

16

17

18

19

20 

21 

22

2 3

2 4

2 5

2 6

27

2 8  

2 9

Sec. 3 8 .0 5 . 3 3 0 .  P E R M I T S .  T h e  d i r e c t o r ,  w i t h o u t  the p r i o r  

a p p r o v a l  o f  the c o m m i s s i o n e r ,  ma y i s s u e  p e r m i t s ,  r i g h t s - o f - w a y  or 

e a s e m e n t s  on s t a t e  land for sec o n da r j 1 r e a d s ,  trail s ,  d i t c h e s ,  f i e l d  

g a t h e r i n g  lines or 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  not 

s u b j e c t  to AS 3 8 . 3 5 j t e l e p h o n e  an d t r a n s m i s s i o n  lines, lo g  s t o r a g e ,  

o i l  wel l  d r i l l i n g  s i t e s  a n d  p r o d u c t i o n  f a c i l i t i e s  for the 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  f r o m  a d j a c e n t  l a n d s  u n d e r  v a l i d  lease, an d  

o t h e r  s i m i l a r  u s e s  or i m p r o v e m e n t s ,  o r  for the 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  or  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  of 

the d i r e c t o r ,  s h a l l  e s t a b l i s h  a r e a s o n a b l e  r a t e  or fee s c h e d u l e  to 

be c h a r g e d  for t he s e  u s e s .  In the 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  or e a s e m e n t  o f  la n d s , the d i r e c t o r  shall g i v e  p r e f e r e n c e  

to that u s e  of the lan d w h i c h  w i l l  be 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  to 

the s t a t e  and the d e v e l o p m e n t  of  its r e s o u r c e s .  H o w e v e r ,  f irst 

p r e f e r e n c e  s h a l l  be g r a n t e d  to the u p l a n d  o w n e r  f o r  the use o f  a 

t r a c t  o f  t i d e l a n d ,  o r  t i 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  land, w h i c h  

Is s e a w a r d  o f  the u p l a n d  pr' e r t y  o f  the u p l a n d  o w n e r  an d  w h i c h  is 

n e e d e d  by the u p l a n d  o w n e r  f o r  an y  of the p u r p o s e s  for w h i c h  the use 

m a y  be g r a n t e d .

s Sec. 29. AS A 2 . 0 6 . 3 1 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) E ve r y  c o m m o n  c a r r i e r  sh a l l,  w h e n  o r d e r 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 ,  e x t e n d  or e n l a r g e  its p i p e l i n e  or 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  the e x t e n s i o n  or e n l a r g e m e n t  s h a l l  be f o u n d  to 

be r e a s o n a b l e  an d  r e q u i i e d  in the p ub l i c  i n t e r e s t  a n d  that the e x p e n s e  

i n v o l v e d  w ill not i m p a i r  the a b i l i t y  of the c o m m o n  c a r r i e r  or p u b l i c  

u t i l i t y  to p e r f o r m  its d u t y  to the p u b l i c .

* Sec. 3 C . T h e  c o m m i s s i o n e r  of 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  to the

m e m b e r s  o f  the 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  th a n  S e p t e m b e r  1, 1974 a full

r e p o r t  c o v e r i n g  all l ands c o n v e y e d  u n d e r  p r o v i s i o n s  of AS 3 8 .05 . 063 an d  

F C C S  H C S  C S S B  3 - 1 8 -
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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  all p a r c e l s  c o n v e y e d  

u n d e r  the A c t  i n c l u d i n g  a c r e a g e  (to I n c l u d e  a d e t a i l e d  p lat o f  e a c h  p a r c e l ) ,  

land 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  sal e  va l u e ,  p r o p o s e d  l a n d  

us a ge ,  a n d  any  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 a y  fee l  n e c e s s a r y  to a n  

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

* Sec. 31. AS 3 8 .05 . 063  a n d  3 8 . 0 5 . 0 7 6  ar 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, 

974.

* Sec. 32. T h i s  Ac t  t a k e s  e f f e c t  o n  the d a y  a f t e r  its p a s s a g e  and  a p p r o v e  

:• o n  th e  da y  it 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 .

-19-
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AUDIT DIVISION
POUCH W -  ALASKA OFFICE BUILDING

T H E  L E G I S L A T U R E

FINANCE DIVISION 
POUCH WF —  STATE CAPITOL

BUDGET AND AUDIT COMMITTEE JUNEAU 99801

M E M 0 R A N D U M

TO: Honorable Tom Fink
Speaker
House of Representatives

DATE: October 17, 1973

FROM: Robert L. Grogan
Fiscal Analyst 
Legislative Finance

S U B J : Rights-of-Way Leasing
Amendment, Points of 
Consideration

RIGHTS-OF-WAY LEASING

POINTS OF CONSIDERATION

1. Fiscal impact (see attachment).

2. Do the changes in Sec. 38.39.120, Item 10, relating to the
wholesale purchase of crude oil, nullify the provision?
By exempting the pipeline company from any cost or obliga­
tion, as the amendment lanugage so states, would this
economically prevent another firm from utilizing this 
provision? (Loss of terminal production alone, as a result 
of a sub-line installation, might exceed $ 3 5 0 , 0 0 0  an hour.)

3. The bill makes repeated reference to "field gathering 
lines" as being exempt from additional leasing. A defi­
nition for field gathering lines is not provided.

4. The transfer of right-of-way leases will no longer be 
approved by the Commissioner of Natural Resources; the 
amendment calls for notification only.

AGO 787954 !



gvIr»1:1 rr* *• aw provides for a right-of-way Trace based cn ik • 
hif::.cr oi two formulas— one reln.ti. ; to p i p e 3 ine assets, and the c.t • 
to not m i n e s  of the pipeline. According to the joint ntJr.ulaf.ion 
in ti.o oil companies' suit against tije State, the asset formula,

"AS 38. 35. i'lO(a ), would require a minimum aggrep: fa 
payment by the TAPS owners L ̂  the State of approximate-:, y 
$72,739,800 (or $2,073,280 per year), if TAPS were con­
structed for a throughput c.\ pa city of 2 ,0 0 0 , 0 0 0  barrels 
per day. The minimum aggregate rental payment would be 
approximately $ 6 7 ,9 0 0 , 0 0 0  (or $ 1 ,9 ^ 0 ,0 0 * 0  per year) if 
TAPS we:e constructed for a throughput capacity of
1 ,2 0 0 , 0 0 0  barrels per day."

Expected revenues undr 0 the net earnings formula depend c.n tho 
manner in which net earnings are calculated. The joint stipulations 
anticipated three possible variations:

"(1) 'Proposed 1 e m u l a t i o n s 1 multiplier- both 'net 
earnings' and 'total assets' (as those terms arc used 
in AS 3 8 .3!5.1*)C(a) (2) by a term referred to as the 
Alaska Land Factor (ALP). The Alaska Land Factor is 
defined sn the length cf right-of-way over lani 
which the state has an ownership interest eivi 
the total length of the pipeline in the state, 
factor is 0,33.81. This formula also provide.?, 
determining 'net earnings', both the minimum r 
under AS 33. 35. l*'IO(a) (1) and the percentage rental 

under AS 3 8 .35-1^0(a) (2) '-hall be deducted from gross 
r e v e n u e s .

(2) 1 Formula A' is identical to the formula 
described above except that the Alaska Land Factor is 
not used.

(3) 'Formula B' is identical to Formual A except 
that the percentage- rental under AS 3 8  . 35. l^lO(a) (2) is 
not deducted in calculating 'net earnings'."

; f-Tey L as.inm

or 1 s
in

ed by(‘. - Cl. cI-,
! 1' ! ‘J in
r.L al

Following these various approaches,

"the average annual aggregate amount of the rent payable 
to the state over the life of the pipeline by all TABS 
owners will be approximately as follow:;, assuming dif­
ferent rates of return cn Interstate Commerce Commission 
valuation of the pipeline- property:

AGO 787955



ICC Rate 
of Return

Using Proposed 
Regulation:-'. Using formula A Using formula E

2 per cent
4 per cent
5 per cent 
7 per cent

If Pipeline is Constructed for
1,200,000 bbl/day Throughput Capacity

$ 6 , 7 0 0 , 0 0 0

1 6 , 3 0 0 , 0 0 0

23.500.000
40.500.000

$20,300,000
52.400.000
75.900.000

1 2 9 , 3 0 0 , 0 0 0

$ 39,300,000
1 0 8 , 5 0 0 , 0 0 0

1 5 0 , 8 0 0 , 0 0 0

2 5 8 ,6 0 0 , 0 0 0

2 per cent
4 per cent
5 per cent 
7 per cent

If Pipeline is Constructed for
2,000,000 bb/day Throughput Capacity

$ 7 ,1 0 0 , 0 0 0
1 7 , 2 0 0 , 0 0 0

24.900.000
42.900.000

$21,500,000
55.400.000
8 0 . 3 0 0 . 0 0 0

127,000,000

$ 41,700,000
1 0 9 , 5 0 0 , 0 0 0  

1 5 9 , 6 0 0 , 0 0 0

2 7 4 . l 0 0 . 0 0 0

Thus, in all the cases considered, under existing la tv, the net 
earnings formula would yield greater revenue and thus be ir effect. 
There is serin feeling that the 4g ICC rate of return is the one that 
oxl compame.i t.eulu eiioc.se.

Governor K r.■.n'a proposal for right-of-way leasing wou 1 d su 1?-• 
stitute a rental based on fair market value. According to the 
plaintiff's prop-;.ed stipulat'dens of fact, the market value of 

State right-of-way ( - 4 9  0f the 7 8 9  miles) is between $384,248 and 
$m6/,612 assuming a value of $ 8 ? - $ 1 0 6  per acre. Thus, the revenue 
to be receive-:; under this approach can to expected to bo rather snul 
A common o:\iCitice in leasing by tee Department of natural Resources 
has been uo charge an annual rental equivalent to 6p of the fair mar 
v a l u e .

AGO 787956



M E M O R A N D U M

T O : D A T E :

FROM: Robert L. Grogan S U B J : Rights-of-Way Leasing
Fiscal Analyst Amendment, Points of
Legislative Finance Consideration

RIGHTS-OF-WAY LEASING 

POINTS OF CONSIDERATION

1. Fiscal impact (see attachment).

2. Do the changes in Sec. 38.35*120, Item 10, relating to the
wholesale purchase of crude oil, nullify the provision?
By exempting the pipeline company from any cost or obliga­
tion, as the amendment lanugage so states, would this
economically prevent another firm from utilizing this 
provision? (Loss of terminal production alone, as a result 
of a sub-line installation, might exceed $350,000 an hour.)

3. The bill makes repeated reference to "field gathering 
lines" as being exempt from additional leasing. A defi­
nition for field gathering lines is not provided.

L). The transfer of right-of-way leases will no longer be 
approved by the Commissioner of Natural Resources; the 
amendment calls for notification only.

AGO T87957 -y



M E M O R A N D U M

TO: Honorable Tom Fink
Speaker
House of Represen" '' s

DATE: October 1793

FROM: V. Kent Dawson IK,.
Fiscal Analyst j ' 1'
Legislative Finance

S U B J : Proposed Measure Replacing
Common Purchaser Provision 
in the Right-of-V/ay Leasing 
Act of 1972

In separating the common purchaser provisions from the Right-of-V/ay 
Leasing Act the Governor has greatly reduced the penalties for viola­
tion. Under the present statute the penalty for violation is a possible
forfeiture of the right-of-way lease. The G o v e r n o r ’s amendments reduce 
that penalty to a $100 to $1,000 fine for each day of violation.

Common Purchaser statutes exist primarily in acknowledgement of the 
principle that petroleum in place belongs to the overlying surface
o w n e r s , and that those owners should be given a reasonable chance to
recover and market what is theirs.

in terms of possible implications for the future, it could be that with 
a strong common purchaser statute on the books the State would find a 
greater number of producers (perhaps more smaller producers) taking 
part in future competitive bids for lease bonus sales. This then could 
lead to more competitive bidding and possibly higher returns from those 
sales to the State.

AGO 707958 |
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M E M O  R A M D U M

TO: Earl D. Hillstrana DATE: November 6, 1973
Chairman
House Finance Committee

FROM: Jay H. Hogan S U B J : Summary of Committee
Director Changes to CS HB 3
Legislative Finance
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Th*_ following changes have been made to date by the House Finance
Committee in the Judiciary Committee Substitute for House Bill
No. 3- (All comments refer to pages and lines in the "Committee
mark-up" version of the bill.)

1. Page 2, lines 28 and 29: The Committee amended language at
the suggestion of the Attorney General to make it clear that 
tiie State could not impose service obligations upon lessees 
receiving rights-of-way permits under this Act that arc not 
ordinarily imposable under existing State law. In other words, 
no specific temporary or emergency service abandonment, reduc­
tion or impairment powers are given State agencies by this 
provision.

2. Page 3 a line 2}\: Regarding applications for rights-of-way, the
Commissioner was given authority to hold a public hearing if lie
feels a public hearing is warranted. The remaining provisions 
relating to applications are not conditional and must be com­
pleted by the Commissioner. (The same is accomplished by chang­
ing "shall" to "may" on page t , line 17.)

3. Page 8 and 9, beginning on line 2'4: In place of the option tc
purchase provision inserted by Judiciary, the Finance Committee 
included language granting the State right of first refusal for 
purchase of any available interest in the p i p e l i n e . However, 
contract obligations pertaining to sale of interests existing at
the time the right-of-way lease is granted are protected.

". Page 10, line ?: The phras® "subject to the lease" was struck
from the bill at the suggestion of the Attorney General. The
language was removed in an attempt to make clear that the pro­
vision for connections to the line was not a condition of any
right-of-way.

5. Pago 10, line 12: Language was &dtiud specifying that municipal
corporations could cordraai. for delivery and purchase oi oil cr
gas transported by enc pipeline.
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Page 14, line 2-6: Language restricting the a p p r a i s e r ’s
judgment as to fair market value of leased land was removed 
by the Finance Committee.

Page 14, lines 24 and 25: The phrase "of the public interest,
convenience, ar.d necessity..." was removed at the suggestion of 
the Attorney General. It was pointed out that a concern of the 
oil companies lay in the area of State regulation of "economic 
matters". The language inserted by the Finance Committee re­
stricts State surveilance of transfer of rights-of-v/ay to judg­
ments of whether the transferee is "fit, willing and able to 
perform..." and reasonably able to "protect the lives, prop­
erty, and general welfare of the people...".

Page 1 5 j line 29 and page 16, line 2: This change restricts
judicial review of decisions of the Commissioner to rights- 
of-way applications under Section 100 cf the chapter (Decisions 
On Application).

Page 17, line 22-28: The definition "subject to the lease" was
included to cover the specific reference deleted by the Commit­
tee on page 10, line 9. With the phrase deleted, there is no 
need for the definition.
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Sec. 25. The Commissioner of Natural Resources shall submit 

to the Second Session of the Eighth Legislature not later 

i,han March 1, 1974 a full report covering all lands conveyed 

under provisions of Chapter..FSS-SLA 1973* The report shall 

contain a description of all parcels conveyed under the Act 

including acreage (to include a detailed plat of each parcel), 

land classification, appraised value, lease or sale value, 

proposed land useage, and any other information the Commissioner 

may feel necessary to an understanding of the particular 

d i s p o s a l .

Sec. 26. Chapter^FSS-SLA 1973 is repealed effective 

March 1, 1974.
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TO: Honorable Tom Fink
Speaker
House of Representatives

FROM: V. Kent Dawson
Fiscal Analyst 
Legislative Finance

DATE: October 1793

>URJ: Proposed Measure Replacing
Common Purchaser Provision 
in the Right-of-Way Leasin 
Act of 1972

In separating the common purchaser provisions from the Right-of-Way 
Leasing Act the Governor has greatly reduced the penalties for viola­
tion. Under the present statute the penalty for viol<J‘ion is a pcssibl 
forfeiture of the right-of-way lease. The Governor's amendments reduce 
that penalty to a $100 tc $1,000 fine for each day of violation.

Common Purchaser statutes eyist primarily in acknowledgement of the 
principle that petroleum in place belongs to the overlying surface 
owners, and that jhose owners should be given a reasonable chance to 
recover and market what is t h e i r s .

In term . f possible implications for the future, it could be that with 
a strong common purchaser statute on the books the State would find a 
greater number of producers (perhaps more smaller producers) taking 
part in future competitive bids for lease bonus sales. This then could 
lead to more competitive bidding and pcssibly higher returns from thcs. 
sales to the State.
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M E M O R A N D U M

TO: Honorable Tom Fink DATE: October 17, 1973
Speaker
House of Representatives

FROM: J. H. Hogan Vl~~7;■ SUB J : Oil and Gas
Director / ’ ' Conservation
Legislative Finance Tax

The framers of the Alaska Constitution decided to avoid
n  n  ■! •• 1  4  4 r> *1 "1 /> •» «•« * ^  in  /5 1»  «« «*• r» y» • * n  4  »n «  **-| f  • 4- r* X- .  U . « • .t  t-. ~ ^ ■ ■] —na ,  x  J . o C a x  j J i i / i a x i  U A i / C x  x c l J t - c u  i j y  i u c U i ty a  x  o  t c i  o t a t f o  u  j  p i  u u x u x  u l i i ^
the establishment of dedicated taxes (taxes levied for a specific
purpose with the receipts going into an earmarked fund from which
appropriations can only be made for the specific purpose). The 
reasoning behind this prohibition is simply that (1) as they 
proliferate the dedicated taxes and funds become a budgetary and 
accounting nightmare, and (2) a dedicated tax unavoidably provides 
either too much or too little revenue for the specific purpose.

This proposed piece of legislation does not provide for a 
dedicated tax; it provides for an almost dedicated tax. Rather 
than go through the exercise, why not simply add the requested 
cents-per-barrel figure to whatever rate the Legi. "ature chooses 
for its severance tax rate and be done with the Droolem.
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TO: The Hon. Tom Pink, Speaker
House of Representatives 
Alaska State Legislature

DATE: October 17, 1973

PROM: Milt Barker
Fiscal Analyst 
Legislative Pinance

S U B J : Severance Tax

Severance Tax

The accompanying charts depict the impact of the proposed 
change in severance taxation. In th :■ existing Perth Slope situ­
ation, the cents per barrel tax with royalty credit would produce 
a constant 50<t per barrel of revenue up to wellhead values of 
$ 2 . 65s thereafter, the percentage i ôf wellhead value) severance 
tax portion of existing law would be in effect because it yields 
greater revenue (12.5% royalty and 6.^% severance tax after the 
royalty exemption for a total State take of 195?).

Under Governor E g a n ’s proposed law, there would be a con­
stant 25b per barrel severance tax (adding the 12.55? royalty 
produces the sloping line on the chart) up to a wellhead value 
of $3.37; thereafter, the exiscing percentage severance tax 
schedule would be in effect because it yields greater revenue.

Thus, for wellhead values above $3-37, the fiscal impact of 
either approach will be the same, while for wellhead values between 
$3.37 and $2.25, th. proposed law would yield greater revenue. Below 
$2.25, existing law is more advantageous.. There is some expectation 
that wellhead values will be above $3 - 3 7 i and thus there would be no 
increment in revenue over the existing law although the Governor's 
press release claimed $30 million of additional revenue for the 
proposed law.

The second chart shows the Cook Inlet situation. For moot 
wells, the cents per barrel tax ocrt.ion of existing law is not in 
effect because the wellhead values cause the percentage tax to 
yield greater revenue. In Cook Inlet, wellhead values now average 
$3.53. At this price, the proposed severance tax would add 1$ per 
barrel over existing law, bringing in an additional $690,590 in 
revenue in FY 7 .
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POUCII W — ALASKA OFFICE BUILDING

BUDGET AND AUDIT COMMITTEE / JUNEAU 99801

M E M O R A N D U M

TO: Honorable Tom Fink
Speaker
House of Representatives

D A T E : October 17, 1973

FROM: Milt Barker
Fiscal Analyst 
Legislative Finance

S U B J : Production Tax on 
O i l — Basis of 
Calculation

The Governor's proposal for a cents-per-barrel production 
tax would change the basis on which the tax is calculated from 
"'average daily production for each well" to "average daily per 
well production" based upon the "total production from each lease 
or property". "Lease or property" is defined as "a lease or 
property including, but not limited to, a unitization or pooling 
a g r e e m e n t ."

This means that the production from the entire Prudhoe field 
for ‘which a unitization agreement is being sought could be divided 
by the number of wells in the field to determine average per well 
production. This has the effect of lov/ering the effective pro­
duction tax rate.

For example, if two wells produce 1,000 BPD and 6,000 BPD, 
under the old method there would be a tax of 14.86 on 1,000 barrels 
and a tax of 23.36 on 6,000 barrels for an average tax of 22.16 
on the 7,000 barrels. Under the proposed language, there would be 
an average production rate of 3,500 BPD on which the tax is 20.66.
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TO: Honorable Tom Fink 
Speaker
House of Representatives

DATE: October 17, 1973

FROM: Milt Barker
Fiscal Analyst 
Legislative Finance

SUBJ : Ad Valorem Tax—
Assessed Value

There is more uncertainty surrounding the value at which the TAPS 
line will be assessed than has been publicly acknowledged. Al­
though a $4.5 billion figure is being quoted as the cost of the 
line, taxable assets will be no more than $4.0 billion at most 
since capitalized interest, facilities transferred to the State, 
and perhaps some other costs will be excluded.

Even the valuation of the taxable assets is opeii to wide variation 
Various methods or factors can he considered in arriving at assessed 
value including actual cost and the economic value or income stream 
the line is capable of producing. Ir. jnstances where the recover­
able reserves prove to be less than required to sustain full pipeline 
operation over its physical life, depreciation is to be accelerated.

Thus, the ad valorem tax as a source of revenue is not entirely 
insulated from political and economic uncertainties. One possible 
way to reduce some of these risks might be to set as a minimum 
assessed value that which the ICC determines as a base for allowed 
rate-of-return. The oil companies would ordinarily seek higher 
valuations for this purpose so as to increase their rate-of-return.

It may be of interest to note the relati ’e advantages and disadvan­
tages to the State of increased costs for the pipeline. The ICC allows 
a maximum return of 7% on investment. Thus, for every additional 
$1 million in pipeline cost, TAPS could charge annually an additional 
$76,600 in tariffs, assuming 35 years to recover principal and earnings 
of 7%• IT there is a cents-per-barrel tax, the only detriment to the 
State at the wellhead, which is reduced by the amount of the pipe­
line tariff increase, is in the royalty. Thus, the State would 
suffer a loss of 12.5$ of the $76,600 in royalty receipts, or $ 9 ,6 0 0 . 
This would be a maximum and would be less if the oil companies 
sought a lesser rate-of-return on their pipeline operation.
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By comparison, if the State has a 20 mill ad valorem tax on the 
pipeline, every $1 million of additional assessed value would 
bring in an additional $20,000 to the State. This would result 
in $13,000 to State government and $7,000 to local governments 
if a full 7 mills were shared with local government.
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TO: Honorable Tom Fink
Speaker
House of Representatives

DATE: October 17, 1973

FROM: Robert L. Grogan
Fiscal Analyst 
Legislative Finance

S U B J : Rights-of-Way Leasing
Amendment, Points of 
Consideration

RIGHTS-OF-WAY LEASING

POINTS OF CONSIDERATION

1.

2.

3.

11.

Fiscal impact (see attachment).

Do the changes in Sec. 38.35.]20, Item 10, relating to the 
wholesale purchase of crude oil, nullify the provision?
By exempting the pipeline company from any cost or obliga­
tion, as the amendment lanugage so states, would this 
economically prevent another firm from utilizing this 
provision? (Loss of terminal production alone, as a result 
of a sub-line Installation, might exceed $350,000 an hour.)

The bill makes repeated reference to "field gathering 
lines" as being e:empt from additional leasing. A defi­
nition for field gathering lines is not provided.

The transfer of right-of-way leases will nc longer be 
approved by the Commissioiser of Natural Resources; the 
amendment calls for notification only.

A G O  7 8 7 9 7 0



The existing lav: provides for a r i g h t - o f - w a y  lease based cn the 
hir.hcr cl' two formulas— one r e l a t i n g  to p i p e l i n e  assets, and the ct 
to net earnings of the pipeline. A c c o r d i n g  to the j o i n t  stipulation.' 
in the oil c o m p a n i e s ' suit against the State, the asset formula,

"AS 3 8 .3 p . l J1'J(a), would require a minimum, a g g r e g a t e  
nayrcent by the TAPS owners i: 0 the State of a p p r o x i m a t e l y  
*$72,739,800 (or $2,073,280 per year), if TAPS w e r e  c o n­
structed for a throughput capacity of 2 , 0 00,000 barrels 
per day. The minimum aggregate rental payment w o u l d  be 
approximately $67,900,000 (or $1,9^0,00*0 per year) if 
TAPS were constructed for a throughput capacity of
1,200,000 barrels per day."

Expected revenues under the net earnings form u l a  depend cn the 
manner in which net earnings are calculated. The j o i n t  s t ipulations 
anticipated three possible variations:

"'1) ’Proposed r e g u l a t i o n s ’ mult i p l i e s  b o t h  ’net 
e a r n i n g s ’ and ’total a s s e t s ’ (as those terms are used 
in AS 3 8 .35.1 ^ 0 ( a )(2) by a term referred to as the 
Alaska L.,nd Factor (ALF). The A l a s k a  Land F a c t o r  is 
defined as the length of right-sf~.-.'ay over land in 
which the state has an ownership interest d i v i d e d  by 
the total length of the pipeline in the state. Seen 
factor is 0. 3 1 3 j . This formula uj.sc provides that in 
d e termining 'net earnings', both the m i n i m u m  r e n t a l  
under AS 3 8 . 35. l'!0(a) (1) and the perc e n t a g e  r e n t a l  

under AS 3 8 .35.1 ^ 0 ( a ) (2) shall be d e d u c t e d  f r o m  gross 
r e v e n u e s .

(2) 'Formula A ’ is identical to the f o r mula 
described above except that the Ala s k a  Land 
not used.

'actor is

(3) ’Formula B ’ is identical uo F o r m u a l  A except 
that the percentage rental under AS 3 8 . 35. l ‘*0 ( a ) (2) is 
not deducted in calculating ’net earnings'."

Fo l l o w i n g  these various approaches,

"the average annual a g g regate amount of the r e n t  payable 
to the state over the life of the p i p e l i n e  by all TAPS 
owners will bo approximately as follows, a s s u m i n g  d i f­
ferent rates of return cn Interstate C o m m e r c e  C o m m i s s i o n  
valuation of the pipeline property:
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Us i n g  Proposed 
P.c-rulat ions

$ 6,700,000
1 6 .3 0 0 . 0 0 0
2 3 . 5 0 0 . 0 0 0  

40,500,000

$ 7 , 1 0 0 , 0 0 0  

1 7 , 2 0 0 , 0 0 0

24.900.000
42.900.000

sire I'ornu la A Usir.fr ’formula

If Pipeline is Constructed for 
1,200,000 bbl/day Throughput n  .v* U city

$ 2 0 , 3 0 0 , 0 0 0  

52, 00 , COO 
7 5 , 9 0 0 . 0 0 0  

1 2 9 , 3 0 0 , 0 0 0

$ 39,300,000 
1 0 3 , 5 0 0 , 0 0 0  

1 5 0 , 6 0 0 , 0 0 0  

2 5 8 , 6 0 0 , 0 0 0

If Pipeline is Constructed for 
2,000,000 bb/day Throughput Capacity

f * 1 , 5 0 0 , 0 0 0  

, 4 0 0 ,  0 0 0  

. 3 0 0 , 0 0 0
J 0 0 , 0 0 0

$ ill,7 0 0 , 0 0 0

1 0 9 .5 0 0 . 0 0 0
1 5 9 .6 0 0 . 0 0 0
274.100.000

Thun, in all the cases considered, under e x i s t i n g  lav;, the nor 
earnings forr.ula would yield greater revenue and thus be in effect. 
There 3s corse feeling that the 4£ ICC rate of retu r n  is the one that 
oi.l companion would choose.

G o v e r n o r  Errar.1 s proposal for right-of-way leas i n g  v;ould sub­
stitute a rental based on fair market value. A c c o r d i n g  to the

value o:plaintiff's proposed stipulations of fact, the mar k e t  

State r i ght-of-way (? ‘49 of the 7 8 9  miles) is b e t w e e n  $384,248 and 
$467,612 a s s uming a value of $ 8 7  - $ 1 0 6  per acre. Thus, the revenue

  1 .    .  _• ___  • « ,  .  .  .  *
to be received 
A common practi 
has been bo 
v a l u e .

e in leasing by
.roach can be expected to be rather small.

the Department of N a t u r a l  Resource;
barge an annual rental equivalent to 5% of the fair marks
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TO: The Hon. Tom Fink, Speaker
House of Representatives 
Alaska State Legislature

DATE: October 17, 1973

FROM: Robert L. Grogan
Fiscal Analyst

S U B J : Sale or Lease
of Lands Bill

The reasoning to avoid land sale competitive bidding and specula­
tion in an effort to maintain wellhead price for the state's 
benefit begs the question: why not simply give the land to the
pipeline company, thereby reducing costs even further? In con­
trast, competitive bidding may have advantageous fiscal implica­
tions .

The pipeline company's maximum rate of annual profit is held at 
7% by ICC regulation. In addition, the company also is allowed 
to recover the cost of the pipeline over an established depreci­
ation period. These factors raise the pipeline tariff and thus 
lower wellhead value, reducing the state's royalty. The state's 
royalty rate amounts to 1/8 or 12 and 1/2 percent of this maximum. 
For each additional $1 million of increased investment base, the 
state's portion is $9,585 per annum (assuming a 35-year depreci­
ation period and a maximum 7/5 rate of return by the pipeline 
company). This figure would be smaller if the company's rate of 
return should be lower, and slightly higher should the pipeline 
be depreciated over a shorter period of time.

Tr the state invested the $1 million at 8% annual interest (a
1 storic rate of return on Alaska's investments) the resulting 
J ivestinent income would be $80,000. The state's annual loss 
v $9,585) deducted from this annual g a i n -leaves $70,nl3 for a
net annual gain. (See chart, page ?.)

If intermediate owner speculation did occur, the ultimate selling 
price to the pipeline company would have to be over eight times 
the original selling pj'ice to result in a loss to the state.
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Example

Increased investment base 
for pipeline tariff 
(times maximum allowance 
rate of return, plus 
annual depreciation of 
principal)

State royalty percentage

Annual state loss

Land s e lling price

Receipt of sale invested 
at 8%

Amount of annual gain

Annual state loss deducted 
from annual gain

Net annual gain

$1,000,000 

$1,000,000 x 7% -

$ 7 6 , 6 8 0

$76,680 x 12 and 1/2 % = $9,585 

$9,585

$1,000,000 x 8% -  $ 8 0 , 0 0 0  

$ 8 0 , 0 0 0

$80,000 - $9,585 = $70,415 

$70,415
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M E M O R A N D U M

TO: Ho no ra bl e Torn Fi nk
Sp ea ke r
House of R e p r e s e n t a t i v e s

' \
FROM: V. Kent D a w s o n

Fiscal A n a l ys t  
L e gi s la t iv e  F i n a n c e

DATE: O c t o b e r  17, 1973

S U B J : G o v e r n o r’s Propos ed
A m e n d m e n t s  - Pi pe li n e 
L e g i s l a t i o n

The m o s t  s ig ni f ic a nt  chan ge b r o u gh t  about by the G o v e r n o r ' s  propose d 
a m e n d m e n t s  to the A l a s k a  Pi pe l in e  C o m m i s s i o n  Act w o u l d  be the switch 
from S t a t e  to F e d e r a l  econ om i c l e g i s l a t i o n  of i n te rs t a t e  pipelines.
Fr o m n e a r l y  every qua r te r , t es t im on y in. the pa s t  has in d icated a r e­
luct an ce Oil the part of the I n te r s t a t e  C o m m er c e C o m m i s s i o n  to r e gu la te  
p i p e l i n e  tarrifs.

For example, in M a r c h  of 1972 Mr. Peter Templ e of T e m p l e , ,Barker and 
Sloane, when t e s t i f y i n g  as an a d m i n i s t r a t i o n  w i t n e s s  before the hearings 
on p r o p o s e d  p i p e l i n e  l e g i s l a t i o n  b efore  the A l a s k a  Suatc Senate and 
House S t at e Affairs J o i n t  C o m m i t t e e  stated, ".. .t he re's not b e e n  a 
single h e a r i n g  w i t h  r e g a r d  to p ip el i n e  rates b efor e the ICC since 19^10 
and that was not an ICC hearing". He went on to say, "...if the ICC 
isn't exa c tl y  m o r i b u n d  in p i p e l i n e  r e g u l a t i o n  it at least is inert".

The use of the w e l l h e a d  value as a basis for r o y a l t y  reve nu e s indicates 
a c o n si de r ab l e state i n te re st  in those ma tt er s w h i c h  can affect it. 
R e m e m b e r i n g  the now f a m i l ia r formula: r e f i ne r y sales p ri ce  less t r a n s­
por t a t i o n  costs = w e l l h e a d  value, it is c o nc e iv a bl e that if not adeq ua te 
ly r e g u l a t e d  the i n d u s t r y  p e op l e in p u r su i t of t he ir o wn  in terests could 
r ai se  t r a n s p o r t a t i o n  costs (both p i pe l i n e  and tanker) to the point 
where the w e l l he a d v al ue and c o r r e s p o n d i n g l y  State ro y al t i e s  are u n­
rea s o n a b l y  low.

Is the ICC Changing?

The G o v e r n o r  in his co ver letter states that there are "clear i n d i c a­
tions that the ICC m a y  well a l r ea d y be r e - e x a m i n i n g  its role". 'T’he 
only i m m e di a te ly  a v a i l a b l e  i n d i c a t i o n  of such a r e - e v a l u a t i o n  is the 
r e p o r t e d  m o v e  in C o n g r e s s  to ma k e  a d di t i o n a l  a p p r o p r i a t i o n s  to the ICC 
due to the Impact of the A l a s k a  Pipeline. Hi st o ri c al l y,  the ICC has 
found it d i ff ic u lt  to obt ai n funds from Co n gr e ss  for p i p e l i n e  r e g u l a t i o n  
It is pos s ib le  that the f u n d i n g  s i t u at i on  wi l l now be ch an ge d somewhat.
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Da t a C o l l e c t i o n

Un de r  the Go v er no r 's  am e nd m e n t s  r e p o r t s  w o u l d  be ma de  to the Pipe li ne 
C o m m i s s i o n  "on an i n di vi d ua l  p i p e l i n e  basis for any p i p e l i n e  located 
w h o l l y  or in part in the State". A point that could be of import an c e 
w o u l d  be the method of r e p o r t i n g  the m a r i n e  (tanker) p o r t i o n  of the 
t r a n s p o r t a t i o n  costs. W i ll  the tanker owners be a l lo we d  to c o ns o li d at e 
A l a s k a n  oil t r a n s p o r t a t i o n  costs w i t h  th eir tank e r costs e ls e wh er e  w h e n  
r e po r ti n g?  If so, the Pip el i ne  C o m m i s s i o n ' s  job of d e t e r m i n i n g  the 
r e a s o n a b l e n e s s  of t r a n s p o r t a t i o n  costs could be greatly complicated.

In the p r o p o s e d  a me n dm e n t s  to AS 4 2. 0 6.430(6 ) on page three it appears 
that by re mo val of the w o r d i n g  "where c o n s i d e r e d  p r a c t i c a b l e  by the 
Co mm is s io n " we may be locking o u r s e lv e s into the fe de ra l  s y st em  of 
a c c o u n t i n g  v/hich might not in all i ns t an c es  be the s ys t em  mo st  suited 
to the St ate's interests.

What About L i t i g a t i o n  as an A l t e r n a t i v e ?

If it can be d e te r mi n ed  that l e a vi n g the A l a s k a  P ip el ine C o m m i s s i o n  
on the books in its e x i s t i n g  role as a r e g u l a t o r  of i n t e r s t a t e  pipeliner 
w o u l d  not slow p i p el i ne  c onstruc ti on , it could be co me a fe as i bl e  a l t e r­
native to the Gove rn o r 's  approach. T he re  are i nd ic a t i o n s  that the nor.- 
c o n t i g u i t y  issue as rega r ds  federal p r e - e m p t i o n  ma y  be m o r e  si gnif ic an t 
than at first realized. A s s u m i n g  no d a n g e r  of c o n s t r u c t i o n  slow-down, 
a d e q u a t e  time may c o nc e iv a bl y  exist for s e t t l e m e n t  of j u r i s d i c t i o n a l  
d i s pu te s  be t we e n the State and the federa l r e g u l a t o r y  agencies. It 
is still p o s s ib l e that the State as an i n t e r s t a t e  p i p e l i n e  r e g u l at or  
w o u l d  survive  litigation.
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I
mCET AND AUDIT COMMITTEE JUIIEAU 99801

M E M O R A N D U M

TO: H o n o r ab l e Tom Pink DATE: O ct ob e r 17, 1973
Sp ea k er
House of R epresen ta ti ves

PROM: Robert L. G ro g an  S U B J : Sale or Lease
F is c al  A n al y st  of Lands Bill
L e g i s l a t i v e  Finance

SALE OR L E A S E  OF LANDS BILL 

POINTS OF C O N S I D E R A T I O N

1. H a v e  all p o s s i b l e  land uses be en inc lu d ed  in the amendm en t ? 
(secs . 1 & 2.)

2. Is the d e t e r m i n a t i o n  of what land is "ne ce ss ary" a nd what 
are "r eas on a bl e  needs" and what is "fair m a r k e t  value" to 
be ma d e only by the dire ct or  of the D i v i s i o n  of Lands?
(sec. 2, 1^'b).

3. Wha t p ro c ed u re  wi ll  be used to a s c e r t a i n  fair m a r k e t  value 
of these lands and what wo u ld  be the terms of such sales?

l\. What specific pa rc els are to be sold? Might it be more 
a d v a n t a g e o u s  to lease these lands?

5. Co ul d  the state be sett i ng  a po or  p re ce dent by a l l o w i n g  
these purchase., to be exempt of the c o mp e ti t iv e bid p r o­
cedure?
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M  E M  0 R  A N  D U M

TO : DATE:

FROM: Ro bert L. G r o g a n  \U_Cr
F i s c a l  Analyst 
L e g i s l a t i v e  Finan ce

S U B J : Righ t - of -W a y Le asing
S ubstan ti ve  Changes

1. A d d i t i o n  of Sec. 38 .3 5. 250 b i n d i n g  effect of covenants. 
Pr ov i de s lessee w i t h  the right to challenge the power 
of  the state to re qu ir e  covenants.

2. D e l e t i o n  of o w n e r s h i p  option. All provi si on s for state 
p u r c h a s e  of a p i p e l i n e  wer e removed.

3. S u b s t i t u t i o n  of a p u r c h a s e  price provision, based  on 
fair m a r k e t  value, in place of p r i o r  me th od  base d on a 
p r o d u c t i o n  formula (see att achment).

4. A d d i t i o n  of se ct ion r e l a t i n g  to sale or lease of lands 
bill creates a r e p e a l e r  for the bill. The sec ti on  also 
p r o v id e s for r e p o r t i n g  of the sale or lease transactions. 
Un de r  the n e w  section, the sale or lease of lands bill 
w i l l  be re p e al e d ef f ec t iv e S e p t e m b e r  1, 1974.

ago  T S i- n a  A-
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The e x i s t i n r  law p r o v i d e s  f or  a r i g h t - o f - w a y  l e a s e  b a s e d  cn the 
hi f.'her of I mo  f o r m u l a s — one rc l au  ing to p i p e l i n e  a s s e t s ,  and t h  
•:a i'o': :-?rninjrs of the p i pe l in e . A c c o r d i n g  to the j o i n t  s t i p H i  
in t h e  ciJ companies ' suit a g a i n s t  tiie Stat e,  the a s s e t  fo rm u la ,

"AS 36. 33 . l̂ J'J ( a ), w o u l d  r e q u i r e  a minimum. a g g r e g a t e  
oayir.ent by the f APS o w n e r s  to the S t a t e  of a p p r o x i m a t e l y  
$ 7 2 , 7 3 9 , 2 0 0  (or $ 2 , 0 7 8 ,2 8 c oar y e ar ) , if  T A P S  w e r e  c o n­
st r u c t e d  for a t h r o u g h p u t  eerr ci t y  of  2 , 0 0 0 , 0 0 0  b a r r e l s  
p e r  day. T h e  m i n i m u m  a g g r e g a t e  r e n t a l  p a y m e n t  w o u l d  be 
a p p r o x i m a t e l y  $ 6 7 , 9 0 0 , 0 0 0  (or $1,9^0,00*0 p er  y e a r )  if 
T A P S  w e r e  c o n s t r u c t e d  for a t h r o u g h p u t  c a p a c i t y  of
1 , 2 0 0 , 0 0 0  b a r r e l s  p er  day."

E x p e c t e d  r e v e n u e s  u n d e r  the net e a r n i n g s  f o r m u l a  d e p e n d  c n  the 
m a n n e r  in w h i c h  net e a r n i n g s  are c a l c u l a t e d .  The j o i n t  s t i p u l a t i o n s  
a n t i c i p a t e d  t h re e p o s s i b l e  v a r i a t i o n s :

"(1) ' P ro p os e d r e g u l a t i o n s ' m u l t i p l i e s  b o t h  'net 
e a r n in g s'  a n d  'total as sess' (a:; t h o s e  terns ar e  us e d 
i n  A S  3 8 .35. l^tC(a) (2) by  a t e r m  r e f e r r e d  to as t h e  
A l a s k a  JT.nu F a c t o r  (ALF). T h e  A l a s k a  L a n d  F a c t o r  is 
d e f i n e d  as the l e n g t h  of r i g h t - c f - i a y  o v e r  la r d  in 
w h i c h  the state has an o w n e r s h i p  i n t e r e s t  d i v i d e d  by 
the t o t a l  l e n g t h  of the p i p e l i n e  in the state, k e e n  
f a c t o r  is 0,32.8), Th is  f o r m u l a  al e c  p r o v i d e s  t h a t  in ’ 
d e t e r m i n i n g  'net e ar n in g s ' ,  b o t h  the m i n i m u m  r e n t a l  
u n d e r  AS 3 2 . 35.1'J0(a) (1) a nd the p e r c e n t a g e  r e n t a l  

u n d e r  AS 3 8 . 3 5 • 1 ^ 0 ( a ) (2) s h a l l  be d e d u c t e d  f r o m  gross 
r e v e n u e s .

(2) ' F o r m u l a  A' is i d e n t i c a l  to the f o r m u l a  
d e s c r i b e d  a b o v e  e x c e p t  that the A l a s k a  L a n d  F a c t o r  is 
not used.

(3) ' F o r m u l a  B 1 is i d e n t i c a l  to F o r m u e l  A e x c e p t  
t h a t  the p e r c e n t a g e  r e n t a l  u n d e r  AS 3 2 . 3 5. 1  '10(a)(2) is 
no t d e d u c t e d  in  c a l c u l a t i n g  'net e a r n i n g s ' . "

F o l l o w i n g  t h e s e  v a r i o u s  a p p r o a c h e s ,

" t h e  a v e r a g e  a n n u a l  a g g r e g a t e  a m o u n t  of the r e n t  p a y a b l e  
t o  the s t a t e  o v e r  the life of the p i p e l i n e  by  a l l  T A P S  
o w n e r s  w i l l  be  a p p r o x i m a t e l y  as follow;:, a s s u m i n g  d i f­
fer e n t  r a t e s  of r e t u r n  cn I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  
v a l u a t i o n  of the p i p e l i n e  p r o p e rt y :
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ICC Ra t e 
of R e t u r n

U s i n g  P r o p o s e d  
R e g u l a t i o n s Usir.fr ’.'ormula

If P i p e l i n e  is C o n s t r u c t e d  for
1 , 2 0 0 , 0 0 0  b b l / d a y  T h r o u g h p u t  C a p a c i t y

2 p er cent $ 6 , 7 0 0 ,0 0 0 $ 2 0 , 3 0 0 , 0 0 0
4 p e r cent 1 6 , 3 0 0 , 0 0 0 5 2 , 4 0 0 , 0 0 0
5 per cent 2 3 , 5 0 0 , 0 0 0 7 5 , 9 0 0 . 0 0 0
7 per cent 4 0, 5 00 , 0 0 0 1 2 9 , 3 0 0 , 0 0 0

If P i p e l i n e  i s C o n s t r u c t e d  f
2 ,000,000 b b / d a y T h r o u g h p u t  Capa

2 p er cent $ 7 ,1 0 0 , 0 0 0 $ 2 1 , 5 0 0 , 0 0 0
4 p e r cent 1 7 , 2 0 0 , 0 0 0 5 5 , 4 0 0 . 0 0 0
5 per cent 2 4, 9 09 , 0 0 0 8 0 , 3 0 0 , 0 0 0
7 per cent 4 2 , 9 0 0 , 0 0 0 1 2 7 , 0 0 0 , 0 0 0

$ 3 9 , 3 0 0 , 0 0 0  
1 0 3 , 5 0 0 , 0 0 0

1 5 0 . 3 0 0 . 0 0 0
2 5 8 . 6 0 0 . 0 0 0

$ 4 1 , 7 0 0 , 0 0 0
1 0 9 . 5 0 0 . 0 0 0
1 5 9 . 6 0 0 . 0 0 0  
274 ,100.000

Thus, in ail the oases c on s id e r e d ,  u n d e r  e x i s t i n g  lav;, the nec 
e a r n in g s f o r mu l a w o ul d  y i e l d  g r e a t e r  r e v e n u e  and th u s  be in effect. 
T h e r e  is scr.c f e e l in g that the 45 ICC r a t e  of r e t u r n  is the one that 
oil c o m p a n ie s mould choose.

G o v e r n o r  Ervin's p r o p o s a l  for r i g h t - o f - w a y  l e a s i n g  w o u l d  s u b­
stitute  a r ental b as e d on fa • m a r k e t  value. A c c o r d i n g  to the 
p l a i n t i f f ' s  prop osel s t i p u l a t i o n s  of fact, the m a r k e t  v a l u e  of 

State r i g h t - o f - w a y  ( ? 'J9 of the 7 8 9  m i l e s )  is b e t w e e n  $ 3 8 4 , 2 4 8  and 
$46 /,6lw a s s u m i n g  a value of $ 8 7  - $106 per acre. T h us ,  the r e v e n u e  
to be r e c e i v e d  u n d e r  this a p p r o a c h  can be e x p e c t e d  to be r a t h e r  smul 
A c o m m o n  p r a c t i c e  in l e a s in g  by the D e p a r t m e n t  of  n a t u r a l  R e s o u r c e s  
has be e n ro ch arge a.n a n n ua l r e n t a l  ecjulvalent to 65 of the fa ir  m ar  
value.

A G O  7 8 7 9 8 0



>.

'"hr c.y.l s t i n g  lav: p r o v i d e s  for a r i g h t - o f - w a y  l e a s e  b a s e d  cn the 
h i g h e r  oi two f o r m u l a s — o ne  r e l a t i n g  to p i p e l i n e  a s s e t s ,  and t h e  cine 
vo not ea r ni ng s  cf the pip eline. A c c o r d i n g  to the j o i n t  st ipulati cr w 
in th e oil companies' suit ag ai n st  tiio State, the a s s e t  formula,

"AS 3 8 . 35• I 4 0 ( a ), w o u l d  r e q u i r e  a m i n i m u m  a g g r e g a t e  
navir.ent by the T A P S  o w ne rs  - the S t a t e  of a p p r o x i m a t e l y  
$ 7 2 , 7 3 9 , 8 0 0  (or $ 2 , 0 7 8 , 2 8 0  car year), i f  T I P S  -were c o n­
st r u c t e d  for a t h r o u g h p u t  ca; . city of 2 , 0 0 0 , 0 0 0  b a r r e l s  
p e r  day. Th e m i n i m u m  a g g r e g a t e  r e n t a l  p a y m e n t  w o u l d  be 
a p p r o x i m a t e l y  $ 6 7 , 9 0 0 , 0 0 0  (or $ 1 , 9 4 0 , 0 0 0  per ?'c-ar) if 
T A P S  w e r e  c o n s t r u c t e d  for a t h r o u g h p u t  c a p a c i t y  of
1 , 2 0 0 , 0 0 0  b a r r e l s  p e r  day."

E x p e c t e d  r e v e n u e s  u n d e r  the net e a r n i n g s  f o r m u l a  de pe nd  cn the 
m a n n e r  in w h i c h  net e a r n in g s are calc u l at ed .  T he  j o i n t  s t i p u l a t i o n s  
a n t i c i p a t e d  three p o s s i b l e  va ri at i on s :

"(1) 'P ro posed r e g u l a t i o n s '  m u l t i p l i e s  b o t h  'net 
earnings'  a nd  'total assets' (as th o se  terms a re  use d 
i n  AS 3 8 . 3 5 . 1 4 0 ( a ) ( 2 )  by a term, r e f e r r e d  to as t h e  
A l a s k a  L a n d  F a c t o r  (ALL). T h e  A l a s k a  L a n d  F a c t o r  is 
d e f i n e d  as the lengt h of r i g h t - o f - w a y  o v e r  l a n d  in 
w h i c h  the state has a n  o w n e r s h i p  i n t e r e s t  d i v i d e d  by 
the t o t a l  l e n g t h  of the p i p e l i n e  in the state. S u c n  
f a c t o r  is O o i S j .  Th is  f o r m u l a  alec p r o v i d e s  t h a t  in 
d e t e r m i n i n g  'net e a r ni n gs ',  b o t h  the m i n i m u m  r e n t a l  
u n d e r  AS 3 8 .3 5 . 1 4 0 ( a ) ( 1 )  and the p e r c e n t a g e  r e n t a l  

u n d e r  AS 3 8 . 3 5 . 1 4 0 ( a ) ( 2 )  s h a l l  be d e d u c t e d  f r o m  gross 
r e v e n u e s .

(2) 'Formula A' is i d e n t i c a l  to the f o r m u l a  
d e s c r i b e d  a b o v e  e xc e pt  that the A l a s k a  Lan d F a c t o r  is 
not used.

(3) 'Formula 3' is i d e n t i c a l  to F o r m u a l  A except 
t ha t  the p e r c e n t a g e  r e n t a l  u n d e r  AS 3 8 . 3 5 . 1 4 0 ( a ) ( 2 )  is 
not  d e d u c t e d  in c a l c u l a t i n g  'net e a r n i n g s ' . "

F o l l o w i n g  these v a r i o u s  a p p r o a c h e s ,

"the  a v e r a g e  a n n ua l  a g g r e g a t e  a m o u n t  of the r e n t  p a y ab l e 
to the st at e ove r the life of the pip-- lire b y  a l l  T A v d 
o w n e r s  w i l l  be a p p r o x i m a t e l y  as fo l lo w s,  a s s u m i n g  d i f­
ferent r a t e s  of r e t u r n  cn I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  
v a l u a t i o n  of the p i p e l i n e  pr oper ty :

.  ....   -  • : A  v_ L;^rfj!i.r
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ICC R a t e U s i n e  R ” op o r. c d
of Rot ur n IV‘"ulet ions Usir.m f o r m u l a  A Usi

If P i p e l i n e is C o n s t r u c t e d  fcr
1 .,200,000 b b l / d a j  --------------- cp* L* ‘A u u j f

2 pe r cen t $ 6 , 7 0 0 , 0 0 0 $ 2 0 , 3 0 0 , 0 0 0 $
4 p e r cent 1 6 , 3 0 0 , 0 0 0 5 2 , 4 0 0 , 0 0 0

5 p e r cent 2 3 , 5 0 0 , 0 0 0 7 5 , 9 0 0 . 0 0 0

7 pe r cent 4 0 , 5 0 0 , 0 0 0 1 2 9 , 3 0 0 , 0 0 0

*

If P ip e l i n e is C o n s t r u c t e d  for

2.,000,000 b b / a a y T h r o u g h p u t  C a p a c i t y

2 p e r cent $ 7 ,1 0 0 , 0 0 0 $ 2 1 , 5 0 0 , 0 0 0 $
4 p e r cent 1 7 , 2 0 0 , 0 0 0 5 5 , 4 0 0 , 0 0 0

5 per cent 2 4 , 9 0 0 , 0 0 0 8 0 , 3 0 0 , 0 0 0

7 p e r cent 4 2 , 9 0 0 , 0 0 0 1 2 7 , 0 0 0 , 0 0 0

U s i n v  ’’or m u l a

1 0 3 , 5 0 0 , 0 0 0

1 5 0 , 6 0 0 , 0 0 0

2 5 8 , 6 0 0 , 0 0 0

1 0 9 , 5 0 0 , 0 0 0

1 5 9 , 6 0 0 , 0 0 0

2 7 4 , 1 0 0 , 0 0 0

Thun, i n  all the? esses c o n s i d e r e d ,  u n d e r  07.isti.nG law, t h e  net 
e a r n i n g s  f o r m u l a  w ou ld  y i e l d  g r e a t e r  r e v e n u e  a n d  t h u s  be  in effect. 
T h e r e  j a sere f e e l i n g  that the 4,5 ICC r a t e  of r e t u r n  is the o n e  that 
o il  c o m p a n i e s  w o u l d  choc.so.

G o v e r n o r  E u a n ' s  p r o p o s a l  for r i g h t - o f - w a y  l e a s i n g  w o u l d  s u b­
sti t u t e  a r e n t a l  b a s e d  on fai r m a r k e t  v a l u e .  A c c o r d i n g  to the 
p l a i n t i f f’s p r o p o s e d  s t i p u l a t i o n s  of fact, th e  m a r k e t  v a l u e  of  

S t a t e  r i g h t - o f - w a y  ( ?'19 of the 7 89 m i l e s )  is b e t w e e n  $384,2*48 and 
$ 4 6 7 , 6 1 2  a s s u m i n g  a value of s-87 - $1 0 6  p e r  acre. T h u s ,  the r e v e n u e  
to be receive*:: u n d e r  this a p p r o a c h  can to- e x p o  c u e d  to bo r a t h e r  small.
A c o m m o n  p r a c t i c e  in l e a s i n g  ty t he  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  
has b e e n  to c ha rg e  an a n n u a l  r e n t a l  e q u i v a l e n t  to op of the f a i r  m a r k e t  
value.

A G O  7 8 7 9 8 2



A  M  E  N  D  M  F. N  I

O f f e r e d  i n  t h e  H O U S E :

T n . IICS f o r  os

B y : f i n a n c e  c o m m i t t e e

T o : H O U S E  B I L L  N o .  

S E N A T E  B I L L  N o

P a g e :
]. L i n e : ______ A

Change t h e  t i t l e  t o  r e a d  "An Act  r e l a t i n g  t o  
t h e  u s e  o f  s t a t e  l a n d s  f o r  p i p e l i n e  p u r p o s e s ;  and p r o ­
v i d i n g  f o r  an e f f e c t i v e  d a t e . "

P age  1 ,  b e tw e en  L i n e s  10 and  1 1 .  i n s e r t  a new S e c t i o n  1 
t o  r e a d :  " ^ S e c t i o n  1 .  AS 3 9 . 3 5 - 0 1 0  i s  amended  by 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 )  The 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  and  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  commerce l a w s  a n d  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 . "
R enum be r  a l l  s e c t i o n s  a c c o r d i n g l y .
P age  1 5 ,  L i n e  2 7 ,  a f t e r  t h e  w o r d " h e a r i n g " , i n s e r t  t h e  
w o rd s  " o r  n o t i c e " .
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O r i g i n a l  s p o n s o r :  R u l e s  C o m m i t t e e  by ■*•yc£>r~r*~'r.--Vh'-ri^'+x
r e q u e s t  o f  the G o v e r n o r  J£Ln&a<ia.

SENATE FINANCE COMMITTEE
I N  T H E  H O U S E  BY T H E  JlHH€IA-R¥--eeH?*H1T E EHCS f o r  CS f o r  SENATE B I L L  3

•e&-P0R-He«SE-Bifasr-fK>:-9'

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  O F  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

r i g h t s - o f - w a y  f o r  p i p e l i n e
F o r  a n  A c t  e n t i t l e d :  "An Ac t r e l a t i n g  to ■h«tseti-<M^’lghtrs-©f-wa:y--0'V-er

p u r p o s e s ;
st-ate— iawd- -fop- -the- t-r&mv®*4 ta-tl-e-n -©•£- -©4i T -pi*o4ue t-s- -or 

nat+irat-gfj-s; and p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

BE I T  K N A C T E B  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  J. A.". 38.3Ci.nPO 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  L E A S E .  (a) R i g h t s - o f - w a y  

o n  s t a t e  [ S T A T E - O W N E D ]  l a n d  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  O N,] 

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  the 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 n e  r i g h t - o f - w a y  of 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 ,  or [ON,] a c r o s s ,  u p o n ,  over, or 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  or l a n d  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  be 

g r a n t e d  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  fo r p i p e l i n e

p u r p o s e s  fo r  the t r a n s p o r t a t i o n  o f  oil, 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  by la w o r  [ AMD] by 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  to Llie e x t e n t  a u t h o r i z e d  by an oil and gar, lease o r  ur.lt 

a g r e e m e n t  a p p r o v e d  by the s ta t e ,  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 ]  o r  o p e r a t i o n  o f  any [, OR T R A N S P O R T A T I O N ,  

S E R V I C E ,  OR S A L E  BY  T H E  W H O L E  OR A] p a r t  o f  an oi l ,  p r o d u c t s ,  or 

n a t u r a l  gas 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 

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 h a t  p e r s o n  [IS A C A R R I E R  AND] 

h a s  o b t a i n e d  f r o m  the 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  the l a n d  

u n d e r  this c h a p t e r  [AS WELL, A S  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 E A N S P O R V A T f O N , S E R V I C E ,  OR S A L E ,  IF S U B J E C T  

T O  T H E  LEAS E ,  W 1 U  B E  Til A C C O R D A N C E  W I T H  ITS T E R E S ] .

- 1 - 'Tt;p, 3
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(b) T h i s  c h a p t e r  d o e s  no t  r e q u i r e  a r i g h t - o f - w a y  l e a s e  f o r  th e

c o n s t r u c t i o n  or o p e r a t i o n  of f i e l d  g a t h e r i n g  lines.

* Sec. 2. AS 3 8 . 3 5 - 0 3 0  is ar.iended to read:

Sec. 3 8 . 3 5 . 0 3 0 .  A B A N D O N M E N T ^  [OF OR] 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 ] .  N o  l e s s e e  [ C A R R I E R ]  m a y  

a b a n d o n  a n y  p o r t i o n  of a p i p e l i n e  tha 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 r i g h t - o f - w a y  [THE] lease, or a b a n d o n  a ny  o p e r a t i o n ^

[OR] t r a n s p o r t a t i o n ,  s e r v i c e ,  or 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 ,  u n l e s s  the l e s s e e  [ C A R R I E R ]  has f i r s t  n o t i f l e d  [ A P P L I E D  F O R

AND] the c o m m i s s i o n e r  in the f o rm and jjanner p r o s c r i b e d  by r e g u l a t i o n .

T o  th e  e x t e n t  t h a t  t h i s  r e q u i r e m e n t  w o u l d  i n t e r f e r e  v.'lth or w o u l d  be

i n c o n s i s t e n t  w i t h  f e d e r a l  o r  o t h e r  s t a t e  lav; or w i t h  r e g u l a t i o n s  or 

r u l i n g s  of a f e d e r a l  r e g u l a t o r y  a g e n c y  or the A l a s k a  P i p e l i n e  C o m m i s­

sion, it is I n a p p l i c a b l e  [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

ME N T ,  R E D U C T I O N ,  O R  I M P A I R M E N T  IS 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 ] .

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

Sec. 3 8 . 3 5 . 0'JO. T E M P O R A R Y  O R  E M E R G E N C Y  S E R V I C E  O R  [ 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 t h e  f o r m  he 

r e q u i r e s  [ 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  his 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  tempo r a l’,'/ or 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  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 - 1 0 0  of  this c h a p t e r  N o t h i n g  in t his s e c t i o n  p r e v e n t s  

a l e s s e e  [ 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  in the 

e v e n t  of an 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  or s a f e ty ;  h o w e v e r ,  

n o t i c e  s h a l l  be g i v e n  t h e  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 .  -Trr-tircr 

-c-x-bcirfr -bhat-ft - n r  cy-i-s-i-orr - o f -  -ti m r  -.r.rrlr.h’/rr -wo tt id -In ter fere- wi*t+r xn~ -trcr



i n c o n s i s t e n t  w i t h  f e d e r a l  o r  o t h e r  s t a t e  l a w  or w i t h  r e g u l a t i o n s  or

r u l i n g s  o f  a f e d e r a l  r e g u l a t o r y  a g e n c y  or t h e  A l a s k a  P i p e l i n e  C o m m i s­

si o n .  i-t- -hr -i-mrp?r]r jre-ab i e ?

* Sec. H . 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  to r ead:

Sec. 3 8 . 3 5 . 0 5 0 .  A P P L I C A T I O N S  F O R  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 p e r s o n s  d e s i r i n g  t o  o w n  a p i p e l i n e  w h i c h  is p r o p o s e d  t o  be 

l o c a t e d  in w h o l e  or in p a r t  on s t a t e  land, s h a l l  a p p l y  for 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  of the s t a t e  land.

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

(c) A n  a m e n d m e n t  to a n  a p p l i c a t i o n  f i l e d  u n d e r  t hi 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 the a p p l i c a t i o n  is s u b j e c t  

to th e  p r o v i s i o n s  of t h i s  s e c t i o n  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 .

* Sec. 5. A S  3 8 . 3 5 . 0 6 0  is r e p e a l e d .

* Sec. 6. AS 3 8 . 3 5 . 0 7 0  is a m e n d e d  t o  r e a d :

Sec. 3 8 . 3 5 . 0 7 0 .  N O T I C E  O F  A P P L I C A T I O N .  (a)_ U p o n  r e c e i v i n g  

n o t i f j c a t i o n  u n d e r  sec. 30 o r  an a p p l i c a t i o n  u n d e r  sec. 50 [OR 60] 

of t h i s  c h a p t e r ,  t h e  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  o f  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 th e  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  o f  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 nc 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  the land i n v o l v e d ;

(B) a s u m m a r y  o f  the s u b s t a n c e  of the a p p l i c a t i o n ;  and
if w a r r a n t e d

C C )/ ’<.|r- l ..;„c a.‘id nlace of public hearing to be held

o n  th e  a p p l i c a t i o n ;

(2) f i l e  c o p i e s  of the 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]

(3) f u r n i s h  at c o s t  c o n i e s  of a n o t i c e  cr 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 ; a nd

- 3“ CSI1B 3
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(*)) 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  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  t h e  a p p l i c a t i o n .

# Sec. 7. A S  3 8 . 3 5 . 0 8 0  is a m e n d e d  t o  r ea d :

Sec. 3 8 . 3 5 . 0 8 0 .  A N A L Y S I S  [OP A P P L I C A T I O N ]  A N D  P U B L I C  B L A R I N G .

(a) T h 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  

th e  a p p l i c a t i o n  or n o t i f 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  for 

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  [O R  C E R T I F I C A T E  O R  B O T H ]  a n d  a 

g e n e r a l  s t a t e m e n t  of h i s  b a s i s  a n d  p u r p o s e s ,  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 o r  a c t i o n  is no 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  of the a n a l y s i s  b u t  no t  l e s s  t h a n  30 d a y s  

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

me n t  to a n  a p p l i c a t i o n  or a m a t t e r  of w h i c h  he w a s  n o t i f i e d  u n d e r  

sec. 30 of t h i s  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  p u b l i s h  n u L i c e ,  anu.
f

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  in sec. 70 o f  t h i s  c h a p t e r .
m a y

(c) T h e  c o m m i s s i o n e r  set a l l  a p p l i c a t i o n s  a n d  m a t t e r s  of 

w h i c h  he w a s  n o t i f i e d  for p u b l i c  h e a r i n g  as s o o n  as p r a c t i c a b l e .

(d) E x c e p t  to the e x t e n t  s p e c i f i e d  in sec. 190(b) o f  thi s  

c h a p t e r ,  the p r o v i s i o n s  of the 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  (AS M . C 2 )  

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

* Sec. 8. AS 3 8 . 3 5 . 1 0 0  Is r e p e a l e d  a n d  r e - e n a c t e d  to r e a d :

Sec. 3 8 . 3 5 . 1 0 0 .  D E C I S I O N  O N  A P P L I C A T I O N .  (-a) T he  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 i l e d  w i t h  

h i m  u n d e r  sec. 50 o f  t his c h a p t e r  w h e t h e r  the a p p l i c a n t  is fit, 

w i l l i n g  a n d  a b 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  o r  o t h e r  a c t s  

p r o p o s e d  in a m a n n e r  that w i l l  r e a s o n a b l y  p r o t e c t  th 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  the p e o p l e  o f  A l a s k a .  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 h a l l  c o n s i d e r  w h e t h e r  o r  not 

C S H B  3 -i|-
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(1) the  p r o p o s e d  u s e  o f  th 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  the 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) the a p p l i c a n t  h a s  the t e c h n i c a l  an d  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  h a s  the 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  to t ake a c t i o n  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 l  to

(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  but n o t  l i m i t e d  to, e r o s i o n  o f  the s u r f a c e  

o f  the land an d  d a m a g e  to f i s h  a n d  w i l d l i f e  and 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

ta 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  

ir. 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 e l y  o n  fish, 

w i l d l i f e  a n d  bj.otic r e s o u r c e s  o f  the 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 ;

(A) th e  a p p l i c a n t  ha s  the 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  d a m a g e s  f o r  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  r i s i n g  f r o m  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  o f  t h e  p i p e l i n e .

(b) I f  th e  c o m m i s s i o n e r  d e t e r m i n e s  t h a t  the a p p l i c a n t  is 

not fit, w i l l i n g ,  a n d  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  o r  o t h e r  

p r o p o s e d  a c t s  in a m a n n e r  that w i l l  r e a s o n a b l y  p r o t e c t  the li ve 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  the p e o p l e  o f  A l a s k a ,  the c o m­

m i s s i o n e r  s h a l l  d e n y  the a p p l i c a t i o n .  If h e  d e t e r m i n e s  t h a t  the 

a p p l i c a n t  is fit, w i l l i n g ,  a n d  a b l e  to p e r f o r m ,  he s h a l l  p r o m p t l y  

o f f e r  the a p p l i c a n t  a lease.

Sec, 9. A S  3 C . 3 5 . 1 1 0  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Sec. 38.35.110. T E R M  OF  LE AS E .  The commis s i o n e r  shall
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d e t e r m i n e  the t e r m  o f  the lease. In m a k i n g  t his d e t e r m i n a t i o n  he 

s h a l l  tak e  int o  c o n s i d e r a t i o n  the c o s t  o f  the p r o p o s e d  p i p e l i n e ,  

its u s e f u l  life, a n d  the 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 s  f o r  the 

p r o p o s e d  p i p e l i n e .  T h e r e a f t e r ,  u p o n  a p p l i c a t i o n  o f  a l e s s e e ,  the 

c o m m i s s i o n e r  s h al l  e x t e n d  the t e r m  o f  the l e a s e  for a d d i t i o n a l  

p e r i o d s  of t i m e  so l o n g  as the p r o p o s e d  p i p e l i n e  is u s e d  f o r  the 

p u r p o s e s  for w h i c h  t h e  l e a s e  w a s  g r a n t e d  a n d  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 l e a s e  s u b j e c t  to a d d i t i o n a l  terms r nd c o n d i t i o n s  

t h e n  r e a s o n a b l y  r e q u i r e d  to p r o t e c t  the 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  of the p e o p l e  o f  A l a s ka .

Sec. 10. AS  3 8 . 3 5 . 1 2 0  is a m e n d 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  BE I N C L U D E D  IN 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  p u b l i c  land  for 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  at $ 1 , 0 0 0 , 0 0 0  o r  m o r e  m a y  

be g r a n t e d  o n l y  u p o n  the c o n d i t i o n  t h a t  the l e s s e e  [ C A R R I E R ]  e x­

p r e s s l y  c o v e n a n t s  in the le a s e ,  in c o n s i d e r a t i o n  o f  the r i g h t s  

a c q u i r e d  by it u n d e r  the l e a s e ,  t hat

[(1) I T  W I L L  O B T A I N  A C E R T I F I C A T E  O F  C O M P L I A N C E  W I T H  T H E  

T E R M S  A N D  C O N D I T I O N S  O F  T H E  L E A S E  B E F O R E  U N D E R T A K I N G  AN Y  C O N S T R U C­

TIO N ,  A C Q U I S I T I O N  OR O P E R A T I O N  O F  OR T R A N S P O R T A T I O N ,  S E R V I C E  OH 

S A L E  BY T H E  W H O L E  OR A N Y  P A R T  O F  A P I P E L I N E  O N  S T A T E  P U B L I C  LAND, 

I N C L U D I N G  T H E  P O R T I O N S  O F  T H E  P I P E L I N E  N O T  O N  S T A T E  P U B L I C  L A N D ;

(2) I T  W I L L  U N D E R T A K E  A N D  C O M P L E T E  O R  R E G U L A R L Y  P E R F O R M  

W I T H I N  OR D U R I N G  T H E  T I M E  P E R I O D  A N D  IN A C C O R D A N C E  W I T H  T H E  P R O J E C T  

D E S C R I P T I O N  C O N T A I N E D  IN T H E  L E A S E  O R  C E R T I F I C A T E ,  T H R O U G H O U T  T H E  

E N T I R E  R O U T E  O F  T H E  P I P E L I N E  IN T H E  S T A T E ,  B O T H  O N  S T A T E  P U B L I C  

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 M D  O H  O T H E R  L A N D , A N Y  C O N S T R U C T I O N  

O R  A C Q U I S I T I O N  O R  O T H E R  A C T  R E Q U I R E D  T O  B E  P E R F O R M E D  IN C O N J U N C­

T I O N  W I T H  T H E  LE A S E ,  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 ,

3 - 6 -
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O R  S A L E  BY T H E  P I P E L I H E  IN G O O D  F A I T H  A N D  IN A C C O R D A N C E  W I T H  T H E  

L E A S E  A N D  C E R T I F I C A T E S ,  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  OR F E D E R A L  L A W; ]

(3) It w i l l  p e r f o r m  all o f  lt.s f u n c t i o n s  u n d e r  the l e a s e ,  

as a c o m m o n  c a r r i e r ;  In p e r f o r m i n g  as a c o m m o n  c a r r i e r  It w i l l  a c c e p t ,  

c o n v o y  a n d  t r a n s p o r t  without; d i s c r i m i n a t i o n  c r u d e  o i l  d e l i v e r e d  to It 

f o r  t r a n s p o r t a t i o n  t h r o u g h o u t  its r o u t 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 u t e s  a n d  t a r i f f s ;  the c o m m o n  c a r r i e r  c o v e n a n t  r e q u i r e d  by t h i s  

p a r a g r a p h  d o e s  not a p p l y  to p r o d u c t s  l i n e s  or to a n a t u r a l  nas p i p e l i n e  

o w n e d  or o p e r a t e d  by a .lessee w h i c h  Is s u b j e c t  to r e g u l a t i o n  u n d e r  the 

N a t u r a l  H a s  Act (5? St at. 821; 68 S t a t . 36) or by a l e s s e e  w h i c h  Js 

s u b j e c t  to r e g u l a t i o n  by 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  J u r i s­

d i c t i o n  to r e r u l a t e  the r a t e s  a n d  charmer, for s a l e  o f  n a t u r a l  m s  to 

c o n s u m e r s  In the s t a t e  [ 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  OF 

IT 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 H E  L E A S E  AS A C O M M O N  C A R R I E R  A N D  W I L L
t

A C C E P T ,  C O N V E Y ,  A N D  T R A N S P O R T  A L L  C R U D E  O I L  OR 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  IT 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  IN T H E  V I C I N I T Y  OF 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  ITS R O U T E  B O T H  O N  S T A T E  P U B L I C  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  ON O T H E R  LAND; H O W EV E R ,  W H E R E  T H E  L E S S E E  C A R R I E 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  A N D  IS S U B J E C T  BY V I R T U E  OF T H I S  O P E R A T I O N  

T O  R E G U L A T I O N  U N D E R  T H E  N A T U R A L  G A S  A C T  O F  T H E  U N I T E D  S T A T E S  (52 S T A T.  

821; 68 STAT. 36; 15 U.S.C. 71? 1 S E Q . ) ,  I T  W I L L  A S S U M E  T H E

S T A T U S  O F  A N D  S H A L L  P E R F O R M  A L L  OF  ITS 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 H E  L E A S E  AS A C O M M O N  C A R R I E R  A N D  S H A L L 'P E R F O R M  A L L  O F  T H E  A C T S  

D E S C R I B E D  xN T H I S  P A R A G R A P H  W H E N  A T  A M Y  T I K E  A F T E R  T H E  E X E C U T I O N  

O F  T H E  L E A S E  T H E  C O M M I S S I O N E R  A F T E R  P U B L I C  H E A R I N G  D E T E R M I N E S  

T H A T  A S S U M P T I O N  O F  T H I S  S T A T U S  IS R E Q U I R E D  IN O R D E R  T O  S U B S E R V E  T H E  

P U B L I C  I N T E R E S T ,  C O N V E N I E N C E ,  A N D  N E C E S S I T Y ] ;
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[('I) IT W I L L  A S S U M E  T H E  S T A T U S  O F  A N D  S H A L L  B E  A C O M M O N  

P U R C H A S E R  OF  C R U D E  O I L  A N D  N A T U R A L  GAS, D E P E N D I N G  U P O N  T H E  K I N D  OF 

P I P E L I N E  I N V O L V E D ,  T H A T  IS P R O D U C E D  F R O M  F I E L D S  IN T H E  V I C I N I T Y  OF 

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  A N D  S H A L L  P U R C H A S E  C R U D E  O I L  

O R  N A T U R A L  G A S  T H A T  IS O F F E R E D  I T  W H E N  A T  A N Y  T I M E  A F T E R  T H E  

E X E C U T I O N  OF  T H E  L E A S E  T H E  C O M M I S S I O N E R  A F T E R  P U B L I C  H E A R I N G  

D E T E R M I N E S  T H A T  A S S U M P T I O N  O F  T H I S  S T A T U S  IS R E Q U I R E D  IN O R D E R  TO 

S U B S E R V E  T H E  P U B L I C  I N T E R E S T ,  .CONVENIENCE, AN D  N E C E S S I T Y j

(?) I T  W I L L  A C C E P T ,  C O N V E Y ,  A M D  T R A N S P O R T  OR P U R C H A S E

C R U D E  O I L  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 H  IN 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 ,  AS A G A I N S T  

A N O T H E R  IN T H E  S A M E  F I E L D ,  A N D  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  A S  B E T W E E N  F I E L D S  IN T H E  S T A T E  B U T  W I L L  T A K E  T H E  

C R U D E  O I L  OH N A T U R A L  GAS, D E P E N D I N G  O N  T H E  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  IN T H E  P R O P O R T I O N  T H A T  T H E  C O M M I S S I O N E R  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  BE  R E A S O N A B L E ;

(6) I T  W I L L  E X C H A N G 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  

U P 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  C O M M O N  C A R R I E R

A M 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  OF C R U D E  O I L  

OR  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 A D E  BY 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 ; ]

(-7-)— The 1 e^a-c-e— r rtmt-a- the at ai,f -t-be— — t-a— uwe-ha-a-e , 

h e c m — c e  g-a < a-~: a-i JPe— — In — the— ouL.ir.u-.

TertK -Lh - o -P— <.■■>: l • ■ i> -U-i a - f r i ra- te- ;— — I

r-^'— af-P ;.■i- lipM- ft-r-

&•£— k-L-*-— ta-ta-l- v o 1

( 7 )  i t  w i l l  a f f o r d  th e  s t a t e  a f i r s t  o p p o r t u n i t y  t o  n ego ­
t i a t e  f o r  th e  p u r c h a s e  o f  any i n t e r e s t  i n  th e  p i p e l i n e  o f f e r e d  f o r  
s a l e  by i t  on th e  same te rm s  o f f e r e d  any o t h e r  p o t e n t i a l  p u r c h a s e r ,  
p r o v i d e d  t h a t  t h i s  o b l i g a t i o n  w i l l  n o t  . i n t e r f e r e  o r  s u p e r s e d e  c o n t r a c t  
r i g h t s  o r  o b l i g a t i o n s  e x i s t i n g  among th e  p r o p o s ed  owners  o f  t h e  p i p e ­
l i n e  a t  t h e  t im e  t h e  r i g h t - o f - w a y  l e a s e  i s  g r a n t e d .

1
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P^yi-tv-s-f^tvpeNor-cntla-'L-r-lg.h.t-to-Diir.c.hase...the._JLn-terest. >?.n...tlie.^sar.e.- t e r n s ,,

r-ona-X.ldi5,^-r>v'ac>coGcl2-i-vo-nur-eha-8etwwlio-..ig^r-eaeiy^ 

nrldr3rirTT7r'^^~^^l'g~l:?-r'Ui>c h a s e -’i't'*--but^the— statir-!T!eyt-'no't>>»ot>uat^e«^ry>^o» 

•t-hsri— ci~totalj-unciIvlcied- i n t e r e s t  ■■og-.x" 1 ve— oer~-cent— In— tha~sr-tJ.re— lo 1 n 

G-g-the-p 1 p&-l-lnc— wl-bh-1 n — b-he— s-bste- [THE  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  R I G H T  T O  P U R C H A S E ,  U P O N  R E A S O N A B L E  N O T I C E ,  A N  U N D I V I D E D  I N T E R E S T  

I N  T H E  E N T I R E  L E N G T H  O F  T H E  P I P E L I N E  W I T H I N  T H E  S T A T E ,  N O T  T O  E X C E E D  

20 P E R  CENT; T H E  P U R C H A S E  P R I C E  S H A L L  B E  A T  A R E A S O N A B L E  F I G U R E  S E T  

O U T  IN T H E  L E A S E  A T  T H E  T I M E  O F  T H E  L E A S E ' S  EXECUTION', P U R C H A S E  OF 

T H I S  I N T E R E S T  M A Y ,  A T  T H E  O P T I O N  O F  T H E  S T A T E ,  B E  M A D E  IN S T A G ES ;  

E X E R C I S E  O F  A N  O P T I O N  T O  P U R C H A S E  AN I N T E R E S T  IN A P I P E L I N E  P R O J E C T  

O R  F A C I L I T Y  IS S U B J E C T  T O  T H E  A P P R O V A L  OF T H E  L E G I S L A T U R E ;  T H E  

I N C U R R I N G  O F  A N Y  B O N D E D  I N D E B T E D N E S S  B Y  T H E  S T A T E  T O  I M P L E M E N T  T H E  

E X E R C I S E  OF ITS O P T I O N  U N D E R  T H I S  P A R A G R A P H  IS S U B J E C T  T O  V O T E R  

A P P R O V A L ] ;

(8) It 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 ,  and 

r e c o r d s  [, P A P E R S ,  A N D  C O R R E S P O N D E N C E  A N D  O T H E R  R E C O R D S ]  and w i l l  m a k e  

tdiose r e p o r t s  tha t  the s t a t e  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

-9- CSHB 3
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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  of 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 ;

(9) 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 t h e  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  and a u d i t o r s  t h e  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  of 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  

and c o p y i n g  o f  r e c o r d s ;

(10) it w i l l  p r o v i d e ,  w h e r e  e c o n o m i c a l l y  f e a s i b l e  [ A N D

C O N S I S T E N T  W I T H  T H E  P R I M A R Y  F U N C T I O N  O F  T H E  L I N E ] ,  c o n n e c t i o n s  [AN D

F A C I L I T I E S ]  on th e  p i p e l i n e  -stibj-eirtr-fct>— trhe--Tease-, [BOTH ON 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 , ]  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  o i l  or naturaj. gas, d e n e p d i n g  on th e  k i n d  of p i p e l i n e  i n v o l v e d ,  
or mun i c ip a l  c o r p o r a t i o n s

to p e r s o n s / c o n t r a c t i n g  fo 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  [ D E S I R I N G  T O  P U R C H A S E  W H O

A R E  L O C A T E D  I N  M U N I C I P A L I T I E 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 ] ;

(11) it w i l l ,  at it s  o w n  e x p e n s e ,  d u r i n g  the t e r m  o f  the

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  i n  g o o d

r e p a i r ;

(B) e x e r c i s e  the h i g h e s t  d e g r e e  of car e  i n  u s i n g  the

l e a s e h o l d  an d  o p e r a t i n g  the p i p e l i n e  [TO P R E V E N T  A P I P E L I N E

I N C I D E N T ] ;

(C) 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  t o  [ O R  

D E S T R U C T I O N  OF] the l e a s e h o l d  [OR P I P E L I N E ] ;

(D) p r o m p t l y  c o m p e n s a t e  fo r  or r e m e d y  a n y  d a m a g e  to 

or d e s t r u c t i o n  of p u b l i c  or D r i v a t e  p r o p e r t y  r e s u l t i n g  f r o m
I

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

of fault, n o t w i t h s t a n d i n g  th e  l i m i t a t i o n s  o f  AS *16.03.822(1) (B) ,

(C) a n d  (D), a n d  4 6 . 0 3 . 8 2 2 ( 2 ) ;

[(12) I T  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  O F  IN AN Y 

CSIIB 3 - 1 0 -
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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 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 ,  IT 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 ,  OR  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 ,  E X C E P T  

A S  A U T H O R I Z E D  B Y  T H E  C O M M I S S I O N E R ,  U P O N  A P P L I C A T I O N  BY T H E  C A R R I E R ;

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 ; ]

(13) ii.' 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 a m e d  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  to be Lts r e g i s t e r e d  

a g e n t  in the s t a t e  and 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  the e o m m i s s 1 o n e r : If It f a l l s  to a p p o i n t  an 

a g e n t  fo r  s e r v i c e ,  s e r v i c e  m a y  b e  m a d e  by p o s t i n g  a c o p y  i n  the 

o f f i c e  of  th 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  it in t h e  o f f i c e  

o f  th e 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 l e s s e e ' s  las t  

k n o w n  addrejss ;

(1*0 th 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  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 leasej_

(15) it w i l l  be l i a b l e  to the s t a t e  f o r  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  

o r  m a i n t e n a n c e  o f  the p i p e l i n e  a n d  it w i l l  i n d e m n i f y  th e s t a t e  f o r  

th e  l i a b i l i t i e s  o r  d a m a g e s ;

(16) it 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  nrooert.v 

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  to d o  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  o r  u n d e r t a k i n g  u p o n  the t e r m s  a n d  c o n d i t i o n s  

th 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  if the c o m m i s s i o n e r  f i n d s  t h a t  

the n e t  a s s e t s  of  the l e s s e e  a r e  i n s u f f i c i e n t  to p r o t e c t  t h e  public, 

f r o m  d a m a g e  for w h i c h  t he  l e s s e e  m a y  be l i a b l e  a r i s i n g  o u t  o f  the 

c o n s t r u c t i o n  or oner-ition o f  the p i p e l i n e ;

.(17.) It will not I n t e r f e r e  w i t h  construer.ion a n d  o p e r a t i o n  o f

a n y  o i l or ga s  p i p e l i n e  a u t h o r i s e d  by th e  c o m m i s s i o n e r  for l o c a t i o n  on

- 1 1 -  C S H B  3
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r i g h t - o f - w a y , s u b j e c t  to c o m p e n s a t i o n  of the p r i o r  l e s s e e  by the s u b s e­

q u e n t  l e s s e e  f o r  an y  d a m a g e  to or I n t e r f e r e n c e  w i t h  the o p e r a t i o n  of the 

p r i o r  p i p e l i n e  c a u s e d  by c o n s t r u c t i o n  of t h e  s u b s e q u e n t  p i p e l i n e .

(b) T h e  l e a s e  will a l s o  c o n t a i n  t e r m s a n d  c o n d i t i o n s  that 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  use s  o f  t h e  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) 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 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 ,  

lncludlnr. but not l i m i t e d  to the e r o s i o n  o f  the s u r f a c e  of the land, 

a n d  d a m a g e  to f i s h  an d  w i l d l i f e  a n d  their h a b i t a t ;

(^) 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 term ? .to at t e r m i n a t i o n  

o f  t h e le a s e ;  and

(5) p r o t e c t  the 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  the r i g h t - o f - w a y  w h o  r e l y  o n  the fish, w i l d l i f e ,  an d  

b i o t i c  r e s o u r c e s  of the 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 .

(c) In the 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 two or m o r e  l e s s e e s  f o r  the s a m e  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  te.vns in the l e a s e  o r  l e as e s  w h i c h  e s t a b l i s h  the l imit 

o f  th e o b l i g a t i o n s  and 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  o r  u n d e r  the l e a s e  or l e a s e s .

(d) T h e  l e a s e  m a y  c o n t a i n  o t h e r  t erms a n d c o n d i t i o n s  tha t  w i l l  

r e a s o n a b l y  p r o t e c t  the 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  the 

p e o p l e  o f  A l a s k a .

* Sec. 11. A S  3 8 . 3 5 * 1 3 0  is a m e n d e d  to read:

Sec. 3 8 . 3 5 . 1 3 0 .  H 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) T h e  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  i3Y T H E  C A R R I E R  T H A T  
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(1) I T  W I L L ,  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  P R I C E ,  C O N V E Y  T O  T H E  S T A T E

A N Y  R I G H T S - O F - W A Y ,  R I G H T - O F - W A Y  P E R 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  B E  A C 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 ;

(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  AN D T H E  L E S S E E  G R A N T S  TO 

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 ,  D Y  D E C L A R A T I O N  O F  T A K I N G ,  R E A L  

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  O R  E A S E M E N T S  OR 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  IN 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 "  AS T H A T  T E R M  IS D E F I N E D  IN S ECS. 3(E), 17(C)

A N D  (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 S T A T . 683; '13 U . S . C .  1 6 0 1  ET S E Q . ) ,  R E Q U I R E D  F O R  R I G H T -  

nir_wi\Y P U R P O S E S  F O 17 T ,,T? P I P F T T H 17 S U B J E C T  riin T,np’ rrASF-

(3) T H E  C A R R I E R  W I L L ] ,  if 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 d e m n ,  by d e c l a r a t i o n  o f  t a k i n g ,  u n d e r

A S  0 9 . 5 5  .'120 ~ 0 9 . 5 5  ■'<50, r e a l  p r o p e r t y  an 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  o n  [ P U B L I C ]  l a n d s  in th e  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  for 

r i g h t - o f - w a y  p u r p o s e s  for a_ [ TH E ]  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 t h e  s ta t e ,  in w h i c h  t i t l e  to or i n t e r e s t  

in 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  [ R E Q U I R E D  B Y  T H I S  S E C T I O N  

S H A L L  B E  A C C O M P A N I E D  BY A P R O V I S I O N ]  th.at the 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  thi s  s e c t i o n  is o r  w i l l  f o r m  p a r t  o f  the 

l a n d  l e a s e d  to th e  l e s s e e  [ C A R R I E R ] .

Sec. 12. AS 3 8 - 3 5 . 1 ^ 0  is r e p e a l e d  a n d  r e - e n a c t e d  to r ead:

Sec. 38.35.1'tO. P A Y M E N T  O F  R E N T A L  A M D  CO S T S .  (a) T h e  l e a s e  

p r i c e  for a r i g h t - o f - w a y  l e a s e  s h a l l  he the ann u a l  f a i r  m a r k e t
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I r e n t a l  of 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  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. -TTrc-appr-alserk-fa-ir-markefe- 

vf£L-u e -&€- -th e -t&i id- l e a s e d -  fe-r- -rig hfe— of— w ay- -ohai 1- -be- d  e t-ermine d- 

-wi-t-heu-fe- -regard- -be- an-y- -enhaneement- -in- -value- -a-tbrtbui-ab le- -aole ly- -t-o- bfce- 

-con-sferucbi-on - M -  -pipe-line- faciii-b te-3- -on- the- i-and- -or--the- -us-e- e £ -the— l a n d  

-for-piprrTiTie-pinrp'ose-s-. 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 or b e f o r e  the a n n i v e r s a r y  of t h e  lease. 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  the 

p r o v i s i o n s  of AS 3 8 . 0 5 . 1 0 5 .

(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  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  in m o n i t o r i n g  th 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  on 

the r i g h t - o f - w a y .

# Sec. 13. AS 3 8 . 3 5 . 1 5 0 ( b )  and (c) a r e  r e p e a l e d .

* Sec. 1*1. AS 3 8 . 3 5 . l 6 0  is a m e n d e d  to r e a d :

Sec. 3 8 . 3 5 . 1 6 0 .  T R A N S F E R  O F  R I G H T - O F - W A Y  L E A S E  [, C E R T I F I C A T E S , ]

OR P I P E L I N E .  N o  l e s s e e  [ C A R R I E R ]  m a y  t r a n s f e r  [, A S S I G N , ]  or d i s p o s e

of i n  a n y  m a n n e r  i t s  r i g h t - o f - w a y  l e a s e ,  or a n y  r i g h t s  u n d e r  the

lease, or a n y  p i p e l i n e  s u b j e c t  to t h e  l e a s e ,  w h e t h e r  o n  s t a t e  [ P U B L I C ]  

la n d  or o t h e r  l a n d  in the st a t e ,  e i t h e r  v o l u n t a r i l y  or i n v o l u n t a r i l y ,  

d i r e c t l y  or i n d i r e c t l y ,  o r  b y  t r a n s f e r  of c o n t r o l  of a n y  c o r p o r a t i o n  

h o l d i n g  th e  l e a s e  [OR C E R T I F I C A T E  O R  O W N I N G  T H E  P I P E L I N E , ]  to any 

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  of the o w n e r s ) , e x c e p t  t o  th e  e x t e n t  t h a t  th 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 l o n ATrf--tlTtriTiitrl±c--±Trfc-eT’esfc7 -convenieTi'ce-, 
by o r d e r  a u t h o r i s e s  the  t r a n s f e r .  T h e  c o m m i s s i o n e r  

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  t h i s  a u t h o r i z a t i o n .  T h e  a p p l i c a t i o n  

s h a l l be d i s p o s e d  of a s  if the p r o p o s e d  t r a n s f e r e e  or a s s i g n e e  w e r e  

m a k i n g  a p p l i c a t i o n  u n d e r  secs. 50 - 1 0 0  o f  t h i s  c h a p t e r .

* Sec. 15. AS 3 8 . 3 5 . 1 7 0  is r e p e a l e d  a n d  r e - e n a c t e d  to r e a d :

A w h e t h e r  t he p r o p o sed transTl;ree if fit, w i n i i u i and a b le; to pe r f o r m  t. 1 
t r a n s p o r t a t i o n  or o t h e r  u c tc p r o m i s e d  in a m a n n e r  I lia I. m i II r e asonabl}/ p r o t e c t  

the lives, pu>pe> i:y and n m e r a i  well,ire ot the p e o p l e  0 1' A l a s k a ,  ]
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Sec. 3 8 . 3 5 . 1 7 0 .  F O R F E I T U R E  O F  L E A S E .  F a i l u r e  to b e g i n  c o n­

s t r u c t i o n  o f  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  t i m e  of 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  this c h a p t e r  f o r  r e a s o n s  w i t h i n  

th e  c o n t r o l  of th 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  

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  the t e r m s  

o f  the r i g h t - o f - w a y  a r e  g r o u n d s  for f o r f e i t u r e  o f  the ’i g h t - o f - w a y  

i n t e r e s t  of  the l e s s e e  o r  o w n e r  in a n  a c t i o n  b r o u g h t  by the c o m m i s­

s i o n e r  in the s u p e r i o r  co u r t .  B e f o r e  the c o m m e n c e m e n t  of ar a c t i o n  for 

f o r f e i t u r e  o f  a n  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  t h i s  s e c t i o n ,  

thp f’.nmmi ssl n n p r  shall g 1 v p  the l e s s e e  or o w n e r  o f  t h 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  the i n t e r e s t  ha s  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 t h e  d e f a u l t  w i t h i n  60 d a y s  o f  the n o t i c e  o f  the 

a l l e g e d  d e f a u l t .

s Sec. 16. AS 3 8 . 3 5 * l 8 0  is r e p e a l e d  a n d  r e - e n a c t e d  to r ead:

.Sec. 3 8 . 3 5 . 1 8 0 .  IN J U N C  J N S . W h e n  in the j u d g m e n t  o f  the

c o m m i s s i o n e r  a p e r s o n  ha s  v i o l a t e d  o r  is a b o u t  to v i o l a t e  a p r o v i s i o n

o f  this c h a p t e r  o r  c o v e n a n t ,  t e r m  or  c o n d i t i o n  o f  a l e a s e ,  the 

a t t o r n e y  g e n e r a l ,  on a d v i c e  of th e c o m m i s s i o n e r ,  m a y  s e e k  a 

p r o h i b i t i o n  o r  m a n d a t o r y  i n j u n c t i o n  f r o m  t h e  s u p e r i o r  c o u r t  to r e m e d y  

t h e  v i o l a t i o n .

* Sec. 17. A S  3 8 . 3 5 . 1 9 0 ( c )  a n d  (d), A S  3 8 . 3 5 . 2 0 0  a n d  A S  3 8 . 3 5 . 2 2 0 ( d )  

a r e  r e p e a l e d .

* Sec. 13. AS 3 8 . 3 5 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

Sec. 3 8 . 3 5 . 2 2 5 .  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  o r  c o m p e t i n g  a p p l i c a n t  or  a p e r s o n  

w h o  r a i s e s  o b j e c t i o n s  w i t h i n  30 d a y s  a f t e r  d e c i s i o n  f o l l o w i n g  t h e  h e a r i n

u n d e r  sec. 80 o f  thi s  c h a p t e r  a r e  the o n l y  p e r s o n s  w i t h  s t a n d i n g  to seek
, u n d e r  Sec. 100 of this

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 commissioner/.
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(b) T h e  o n l y  g r o u n d s  fo r  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  t h e  
u n d e r  Sec. 100 o f  this c h a p t e r

c o m m i s s i o n e r / a r 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 o u t  i n  t h i s  

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  so c a p r i c i o u s ,  a r b i t r a r y  or c o n­

f i s c a t o r y  a s  to c o n s t i t u t e  a d e n i a l  of d u e  p r o c e s s .

# Sec. 19. AS 3 8 . 3 5 . 2 3 0  is r e p e a l e d  a n d  r e - e n a c t e d  to r e a d :

Sec. 3 8 . 3 5 . 2 3 0 .  D E F I N I T I O N S .  In 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  the c o m m i s s i o n e r  of n a t u r a l

r e s o u r c e s ;

(2) " l e a s e " m e a n s  th e i n s t r u m e n t  o r  e x t e n s i o n  o f  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 a  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  to a p e r s o n  a n d  a u t h o r i z i n g  

t h e  c o n s t r u c t i o n  or o p e r a t i o n  of, or t r a n s p o r t a t i o n ,  s e r v i c e  or  sal e  

b y  a p i p e l i n e  f o r  c r ud e  oil, n a t u r a l  gas ,  o r  p r o d u c t s ;  ,

(3) " 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 

th e  w e l l h e a d  not d e f i n e d  as oil;

(*0 "oil" 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  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  of  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  a n d  th e  l i q u i d  h y d r o c a r b o n s  k n o w n  a 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^ 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  o i l  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;

(5) " p i p e l i n e "  or " p i p e l i n e  f a c i l i t y "  m e a n s  a l l  th e  f a c i l i­

ti e s  of a t o t a l  s y s t e m  of p i p e  ( w h e t h e r  o w n e d  or o p e r a t e d  u n d e r  a 

c o n t r a c t ,  a r e e m e n t ,  or lease) 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  oil, n a t u r a l  gas, o r  p r o d u c t s  fo r  d e l i v e r y ,  f o r  s t o r a g e ,  or 

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 ,  p u m p  or 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  an d 
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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 t h e  p i p e l i n e  a n d  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

m e n t  f a c i l i t i e s ,  an u  f i r e  p r o t e c t i o n  syst e m ,  c o m m u n i c a t i o n  syst e m ,  

an d  all o t h e r  f a c i l i t i e s  u s e d  or 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  of 

p i p e ,  t a k e n  as a wh o 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  an 

e x t e n s i o n  or  e n l a r g e m e n t  of th e  line;

(6) " 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  stock, uncraclred. fue l oil, fue l oil, t r e a t e d  c r u d e  oil, 

r e s i d u u m ,  g a s  oil, c; s t r g h e n d  *??*sol 1 , n a t u r a l  gas n s o l  inr-_ 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  or m i x t u r e s  of 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  or 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  or 

n a t u r a l  gas;

(7) " 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 "  as 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  of th e  U n i t e d  S t a t e s  s e l e c t e d  by the 

s t a t e  u n d e r  sec. 6 c f  she A l a s k a  S t a t e h o o d  Act of 1958  (PL 05-503;

72 Stat. 399), as amend. 1, an d  r e a l  p r o p e r t y  o f  the 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  the s t a t e  u n d e r  set:, 21, 35 a n d  45 of t h e  A l a s k a  

O m n i b u s  A c t  of 1959 (PL 86 - 70; 73 '-tat. l4i), as a m e n d a d j

A G O  7 8 8 0 0 0
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p i p e l i n e  of c r u d e  oil, n a t u r a l  gas, or p r o d u c t s  f r o m  an u p s t r e a m  

t e r m i n u s  in o n e  or m o r e  f i e l d s  or 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  of

t h e  m i n e r a l s  to a d o w n s t r e a m  t e r m i n u s  in one  o r  m o r e  p o i n t s  f o r

d e l i v e r y  of the m i n e r a l s  to a p u r c h a s e r  or  c o n s i g n e e ,  f o r  s t o r a g e ,  

or 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  th e  s t a t e  t h a t  m a y  be c l a s s i f i e d  a s  i n t e r s t a t e  or  f o r e i g n  

t r a n s p o r t a t i o n  to the 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 a y  c o n s t i t u t i o n­

a l l y  be s u b j e c t e d  to th e  p r o v i s i o n s  of t h i s  c h a p t e r ,  as w e l l  a s  al l  

s e r v i c e s  n e c e s s a r y  to e f f e c t u a t e  s h i p m e n t  or c a r r i a g e ,  i n c l u d i n g ,  

a m o n g  o t h e r  t h i n g s ,  the 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  in 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 .

* Sec. 20. AS 0 9 - 5 5 - 2 ^ 0 ( a ) (12) is a m e n d e d  to r ead:

(12) [ S U B J E C T  T O  T H E  R E Q U I R E M E N T S  O F  T H E  A L A S K A  R I G H T - O F - W A Y  

L E A S I N G  A C T  O F  197 2  (AS 3 8 . 3 5 ) , ]  fo r  the l o c a t i o n  o f  p i p e l i n e s  for 

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 ,  or 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  ga s  o r  oil 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 ,  but not l i m i t e d  to, 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 ,  a nd  r e l a t e d  i n s t a l l a t i o n s .

* Sec. 21. AS 3 8 . 0 5 . 0 2 0 ( c ) ( 1 )  is a m e n d e d  to read:

(1) g r a n t i n g  le a s e s  o f  s t a t e  [ P U B L I C ]  l a n d  [ A N D  I S S U I N G  

C E R T I F I C A T E 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 ;

* Sec. 22. AS 3 8 . 0 5 . 0 2 0 ( c ) ( 2 )  is a m e n d e d  to read:

(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  

"or.demnJng by d e c l a r a t i o n  of 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  in 

[ON P R I V A T E  OR F E D E R A L ]  l a n d  i n  thi s  s t a t e  fo r  the p u r p o s e  of  u t i l i z i n g  

o r  g r a n t i n g  l e a s e s  o f  the land, 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 ;

* See. 23. AS 38 . 05. 0 20(c ) (Jl) is a m e n d e d  to read:

(;l) 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  

C S H B  3 - 1 8 -
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[ C A R R I E R ]  w i t h  a v i e w  to a s s u r i n g  c o m p l i a n c e  by it w i t h  its 

r i g h t - o f - w a y  le as e ,  [ C E R T I F I C A T E S  I S S U E D  U N D E R  T H A T  L E A S E , ]  this 

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  law;

* Sec. 2 l\. A S  3 8 . 0 5 . 3 3 0  is a m e n d e d  to read:

Sec. 3 8 . 0 5 . 3 3 0 .  P E R M I T S .  T h e  d i r e c t o r ,  w i t h o u t  the p r i o r  

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

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  or 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  not 

s u b j e c t  to AS 38.35, t e l e p h o n e  a n d  t r a n s m i s s i o n  lin e s ,  l o g  s t o r a g e ,  

nil 1 d r i l l i n g  s11.es a n d  p r o d u c t i o n  f a c i l i t i e s  for the 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  f r o m  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  the l i m i t e d  p e r s o n a l  use

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  the 

d i r e c t o r ,  s h a l l  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  fee s c h e d u l e  to be 

c h a r g e d  f o r  t h e s e  u s e s .  In the g r a n t i n g ,  s u s p e n s i o n  or r e v o c a t i o n  of 

a p e r m i t  o r  e a s e m e n t  o f  l a n d s ,  the 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  to 

t h a t  us e  o f  the l a n d  w h i c h  wi 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  to the 

s t a t e  and  the d e v e l o p m e n t  o f  its 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  be g r a n t e d  to t h e  u p l a n d  o w n e r  fo r  the u s e  o f  a t ra c t  o f  tidelanti, 

o r  t i 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  land, w h i c h  is s e a w a r d  o f  the 

u p l a n d  p r o p e r t y  o f  th e  u p l a n d  o w n e r  a n d  w h i c h  is n e e d e d  by the u p l a n d

* S e c . Thi s Act t a k e s  e f f e c t  o n  t h e  a v a f t e r  its p a s s a g e  a n d  

a p p r o v a l  or o n  the d a y  it b e c o m e s  lav; w i t h o u t  a p p r o v a l .

o w n e r n t e d .
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*  S e c .  25. 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  S e c o n d  S e s s i o n  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  

M a r c h  1 ,  1 9 7 ^  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  A S  3 8 .0 5 . 0 6 3  a n d  .076. 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 e 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 a y  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 .

* Sec. 26. AS 3 8 .0 5 . 0 6 3  and .076 are r e p e a l e d  ef fe ct iv e M a r c h  1, 

1 9 7 4 .
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O r i g i n a l  s p o n s or : R u l e s  C o m m i t t e e  by 

r e q u e s t  o f  the G o v e r n o r
Gffere-I: 1 0 / 3 1 / 7 3
R e f e r r e d :  F i n a n c e

I N  T H E  H O U S E  BY T H E  J U D I C I A R Y  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 3 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  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  a n  A c t  e n t i t l e d :  "A n  Ac t  r e l a t i n g  to l e a s e s  o f  r i g h t s - o f - w a y  o v e r

s t a t e  l a n d  fo r  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 ;  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 . "

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  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. AS 3 8 . 3 5 . O P 0  is a m e n d e d  to read:

Sec. 38. 35.0 2 0 .  G R A N T  O F  R I G 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  [ S T A T E - O W N E D ]  l and 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 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  or h i g h w a y  o r  the 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  [ON,] a c r o s s ,  u p o n ,  over, o r  u n d e r  a r i v e r  or 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  to or a d m i n i s t e r e d  by tne s t a t e  m a y  ue
X

g r a n t e d  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  f o r  p i p e l i n e  

p u r p o s e s  fo r  the 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  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 l a w  o r  [ AN D ]  by 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  to t h e e x t e n t  a u t h o r i s e d  by a n  oil a n d  g a s  l e a s e  or u n i t  

a g r e e m e n t  a p p r o v e d  by the s t at e ,  n o  p e r s o n  m a y  e n g a g e  in an y  

c o n s t r u c t i o n  [, A C Q U I S I T I O N ]  o r  o p e r a t i o n  o f  a n ^  [, OR T R A N S P O R T A T I O N ,  

S E R V I C E ,  OR S A L E  BY  T H E  W H O L E  OR A] 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  in w h o l e  o r  in p a r t  is o r  is p r o p o s e d  to 

be on s t a t e  [ P U B L I C ]  l a n d  [,] u n l e s s  t h a t  p e r s o n  [ S A C A R R I E R  A M D ]  

h a s  o b t a i n e d  fro m  the 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  the l a n d  

u n d e r  this c h a p t e r  [AS W E L L  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 ,  OR S A L E ,  I F  S U B J E C T  

T O  T H E  L E A S E ,  W1LI HE IN A C C O R D A N C E  W I T H  I T S  T E R M S ] ,

- 1 -  OSIIB 3
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(b) T h i s  c h a p t e r  d o e s  n o t  r e q u i r e  a r i g h t - o f - w a y  l e a s e  f o r  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  f i e l d  g a t h e r i n g  lines.

* Sec. 2. AS 3 8 . 3 5 . 0 3 0  is a m e n d e d  t o  read:

Sec. 3 8 . 3 5 . 0 3 0 .  A B A N D O N M E N T ^  [OF OR] 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  B Y  L E S S E E  [ C A R R I E R ] .  N o  l e s s e e  [ C A R R I E R ]  m a y  

a b a n d o n  a n y  p o r t i o n  of a p i p e l i n e  th 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 r i g h t - o f - w a y  [THE] l e a s e ,  or a b a n d o n  a n y  o p e r a t i o n ^

[OR] t r a n s p o r t a t i o n ,  s e r v i c e ,  or 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 ,  u n l e s s  t h e  l e s s e e  [ C A R R I E R ]  h a s  f ir s t  n o t i f i e d  [ A P P L I E D  FO R  

AND] the c o m m i s s i o n e r  in the f o 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 .

I O  b i l e  t J A L C i l b  O
A 4- A y\ +• fi v> f* o n ci Tif i f* h nr* w o n’l h Pi J Cl U l< 11 X O x uciuxi uniuiiw 1 1 v - ■» \. — ... ' —

I n c o n s i s t e n t  w i t h  f e d e r a l  o r  o t h e r  s t a t e  l a w  or w i t h  r e g u l a t i o n s  or 

r u l i n g s  of a f e d e r a l  r e g u l a t o r y  a g e n c y  o r  t h e  A l a s k a  P i p e l i n e  C o m m i s­

sion. it is I n a p p l i c a b l e  [HA S  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

MENT. R E D U C T I O N ,  O R  I M P A I R M E N T  IS 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 ] .

* Sec. 3- AS 3 8 . 3 5 - 0 4 0  is a m e n d e d  to read:

Sec. 3 8 . 3 5 . 0 4 0 .  T E M P O R A R Y  O R  E M E R G E N C Y  S E R V I C E  O R  [ 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  OR I M P A I R M E N T  O F  S E R V I C E  BY 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 t h e  fo r m  he 

r e q u i r e s  [ 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  his ow 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 s e  o r  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  

o f  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  b y  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 - 1 0 0 of  thi s  c h a p t e r .  N o t h i n g  in t his s e c t i o n  p r e v e n t s  

a l e s s e e  [ 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 an 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  or 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 .  ~To~~ttnr 

-e-yfegr»fc-fehab-ft -provi-s-i-on--of--tHrirs--revfrj-rtrr -wopId - i n t e r f  erg—  w±tfr-or--tre-

ISHB 3 . - 2 -
Tlns s e c t i o n  does not i m p o s e  a n y  o b l i n a t i o n  upon the l e s s e e  w h i c h  c o u l y  nGt_cqn-

3jitiitional 1y. t>e^~imposecl hv a direct exercise ' o i ~ T aixr~]Tec)lTratToif or  TiTfy"olSTiq. 1:i on
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i n c o n s i s t e n t  w i t h  ^ e d e r a l  or o t h e r  s t a t e  lav; e^ w i t h  r e g u l a t i o n s  or 

r u l i n g s  of a f e d e r a l  r e g u l a t o r y  a g e n c y  or t h e  A l a s k a  P i p e l i n e  C o m m i s­

si o n .  M r  "hr -'.hrr̂ Ti-.bci-y.b le r 

k Sec .  ;t. AS 38.35. 050 is 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 :

Sec. 3 8 . 3 5 . 0 5 0 .  A P P L I C A T I O N S  F O R  R I G 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  to o w n  a p i p e l i n e  w h i c h  is p r o p o s e d  to be 

l o c a t e d  in w h o l e  or in p a r t  on s t a t e  land, s h a l l  a p p l y  fo r  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  of t h e  s t a t e  land.

(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  be m a d e  in a 

f o r m  a n d  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 .

(c) An 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  is s u b j e c t  

t o  the p r o v i s i o n s  o f  t h i s  s e c t i o n  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 .

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

* Sec. 6. AS 3 8 . 3 5 . 0 7 0  is a m e n d e d  t o  r ead:

Sec. 3 8 . 3 5 . 0 7 0 .  N O T I C E  O F  A P P L I C A T I O N .  (a). U p o n  r e c e i v i n g  

n o t i f i c a t i o n  u n d e r  sec. 30 or an a p p l i c a t i o n  u n d e r  sec. 50 [OR 60] 

of  this c h a p t e r ,  th e  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

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  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 , t h e  n o t i c e  to 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  the lan d  i n v o l v e d ;

(D) a s u m m a r y  o f  the s u b s t a n c e  of the a p p l i c a t i o n ;  and

if w a r r a n t e d
(C)/~ \:.nc 1 grid p l a c e  o f  p u b l i c  h e a r i n g  to be h e l d  

on the a p p l i c a t i o n ;

(2) f i l e  c o p i e s  of 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 ;  [AND]

(3) f u r n i s h  a t  c ost 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 ; a n d
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(*t) 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  a n d  a p p r o p r i a t e  to Inforn. the p u b l i c  o f  the a p p l i c a t i o n .

# Sec. 7. AS 3 8 . 3 5 . 0 8 0  is 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  [OP 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 .

(a) T h e  c o m m i s s i o n e r  sh 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  or n o t i f 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  

o r  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 ]  a n d  a 

g e n e r a l  s t a t e m e n t  of his b a s i s  an d  p u r p o s e s ,  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  fo r  a c t i o n  is 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  the s u b j e c t s  a n d  i s s u e s  i n v o l ve d .

(u) U p o n  c o m p l e t i o n  of the a n a l y s i s  out n o t  les s  th a n  30 d a y s  

b e f o r e  the d a t e  set for 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  or a m a t t e r  of  w h i c h  he w a s  n o t i f i e d  u n d e r  

sec. 30 of t h i s  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  p u b l i s h  n o t i c e ,  a n d  

onp'ipc a v a i l a b J e  as ie ^n nf* thi s
** m a y '

(c) T h e  c o m m i s s i o n e r  ■stitrrl" set a l l  a p p l i c a t i o n s  a n d  m a t t e r s  of 

w h i c h  he w a s  n o t i f i e d  f o r  p u b l i c  h e a r i n g  as s o o n  as p r a c t i c a b l e .

(d) E x c e p t  to the e x t e n t  s p e c i f i e d  in sec. 190(b) of t h i s  

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

d o  not a p p l y  to h e a r i n g s  hel d  u n d e r  t h i s  s e c t i on .

* Sec. 8. AS 3 8 . 3 5 . 1 0 0  is r e p e a l e d  an d  r e - e n a c t e d  to r ead:

S ec. 3 8 . 3 5 - 1 0 0 .  D E C I S I O N  O N  A P P L I C A T I O N .  (a) Th 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  a n  a p p l i c a t i o n  f i l e d  w i t h  

h i m  u n d e r  sec. 50 o f  this  c h a p t e r  w h e t h e r  the a p p l i c a n t  is fit, 

w i l l i n g  a n d  a b 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  in a m a n n e r  t hat w i l l  r e a s o n a b l y  p r o t e c t  the lives, 

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  the p e o p l e  o f  A l a s k a .  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 h a l l  c o n s i d e r  w h e t h e r  or no t  

C S H B  3 -H-



I

2

3

<1

5

6

7

It
I

9

10

II

12

13

M

15

16

17

10

19

20

21

22

23

24

25

26

27

28

29

(1) the p r o p o s e d  u s e  o f  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  o f  the lan 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 ;

(?) the a p p l i c a n t  ha s  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 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 th e  t e c h n i c a l  an d  f i n a n c i a l

c a p a b i l i t y  to take a c t i o n  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 l  to

(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  bu t  n o t  l i m i t e d  to, 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 f i s h  an 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  an 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

tat i o n ;  a n d

(C) p r o t e c t  th 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 the g e n e r a l  a r e a  of the r i g h t - o f - w a y  wh o  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  of  t h e  a r e a  for s u b s i s t e n c e  

p u r p o s e s ;
I

(<l) the a p p l i c a n t  has the 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  d a m a g e s  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  r i s i n g  f r o m  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  o r  

t e r m i n a t i o n  o f  the p i p e l i n e ,

(b) I f  the c o m m i s s i o n e r  d e t e r m i n e s  that the a p p l i c a n t  is 

not fit, w i l l i n g ,  a n d  a b l e  to p e r f o r m  t h e  t r a n s p o r t a t i o n  or o t h e r  

p r o p o s e d  a c t s  in a m a n n e r  tha t  w i l l  r e a s o n a b l y  p r o t e c t  the l iv 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 l a s k a ,  the c o m­

m i s s i o n e r  s h a l l  d e n y  the a p p l i c a t i o n .  If he d e t e r m i n e s  t hat tlie 

a p p l i c a n t  is fit, w i l l i n g ,  a n d  a b l e  to p e r f o r m ,  he s h a l l  p r o m p t l y  

o f f e r  th e  a p p l i c a n t  a le as e ,

* Sec. 9* AS 3 8 . 3 9 . 1 1 0  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 9 . H O .  T E R M  O F  L E A S E .  T h e  c o m m i s s i o n e r  s h a l l

- 9 -  C S H B  3

A G O  7 0 0 0 0 8



I

\:

\:

11

15

16

17

1C

19

20

21

22

23

2-1

25

26

27

28

29

*

CSIID

d e t e r m i n e  the t e r m  of the l e a s e .  In 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  the co s t  o f  t h e  p r o p o s e d  p i p e l i n e ,  

its u s e f u l  l ife, a n d  the 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 s  f o r  the 

p r o p o s e d  p i p e l i n e .  T h e r e a f t e r ,  u p o n  a p p l i c a t i o n  of  a l e s s e e ,  the 

c o m m i s s i o n e r  sh a l l  e x t e n d  t h e  t erm of the l e a s e  for a d d i t i o n a l  

p e r i o d s  of t i m e  so l o n g  as the p r o p o s e d  p i p e l i n e  is u s e d  f o r  the 

p u r p o s e s  for w h i c h  the l e a s e  was g r a n t e d  a n d  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 l e a s e  s u b j e c t  to a d d i t i o n a l  t erms a n d  c o n d i t i o n s  

t h e n  r e a s o n a b l y  r e q u i r e d  to p r o t e c t  the 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  the p e o p l e  o f  A l a s k a .

Sec. 10. AS 3 8 . 3 5 . 1 2 0  is a m e n d e d  to r ead:

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  BE I N C L U D E D  IN 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  p u b l i c  l a n d  f o 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  o r  m o r e  m a y  

be g r a n t e d  o n l y  u p o n  the c o n d i t i o n  that  the l e s s e e  [ C A R R I E R ]  e x­

p r e s s l y  c o v e n a n t s  in the l ea s e ,  in c o n s i d e r a t i o n  o f  the r i g h t s  , 

a c q u i r e d  by it u n d e r  th e  l e a s e ,  t h a t

[(1) IT W I L L  O B T A I N  A C E R T I F I C A T E  O F  C O M P L I A N C E  W I 1 H  T H E  

T E R M S  A N D  C O N D I T I O N S  O F  T H E  L E A S E  B E F O R E  U N D E R T A K I N G  A N Y  C O N S T R U C­

TIO N ,  A C Q U I S I T I O N  OR O P E R A T I O N  OF OR T R A N S P O R T A T I O N ,  S E R V I C E  OR 

S A L E  BY T H E  W H O L E  O R  A N Y  P A R T  O F  A P I P E L I N E  O N  S T A T E  P U B L I C  L A N D ,  

I N C L U D I N G  T H E  P O R T I O N S  O F  T H E  P I P E L I N E  N O T  O N  S T A T E  P U B L I C  L A ND ;

(2) I T  W I L L  U N D E R T A K E  A N D  C O M P L E T E  OR R E G U L A R L Y  P E R F O R M  

W I T H I N  OR D U R I N G  T H E  T I M E  P E R I O D  A N D  IN A C C O R D A N C E  W I T H  T H E  P R O J E C T  

D E S C R I P T I O N  C O N T A I N E D  IN T H E  L E A S E  OR C E R T I F I C A T E ,  T H R O U G H O U T  T H E  

E N T I R E  R O U T E  O F  T H E  P I P E L I N E  IN T H E  S T A T E ,  B O T H  O N  S T A T E  P U B L I C  

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 R  L A N D ,  A M Y  C O N S T R U C T I O N  

O R  A C Q U I S I T I O N  OR O T H E R  A C T  R E Q U I R E D  T O  BE P E R F O R M E D  I N  C O N J U N C­

T I O N  W I T H  T H E  LE A SE ,  OR 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 ,

3 - 6 -
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OH S A L E  B Y  T H E  P I P E L I N E  IN O O O O  HAITI! A M D  IN A C C O R D A N C E  W I T H  T H E  

L E A S E  A M P  C E R T I F I C A T E S ,  T H I S  C H A P T E R , A M D  A N Y  O T H E R  A P P L I C A B L E  

S T A T E  OH F E D E R A L  L A W ; ]

(3 ) It w ill p e r f o r m  all o f  i t r, fu n c t l o n n  u n d e r  the l e a s e , 

as a c o m m o n  c a r r i e r ;  In p e r f o r m i n g  as a c o m m o n  cnri'lor it 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  d e l i v e r e d  to lb 

f o r  t r a n s p o r t a t i o n  t h r o u g h o u t  Its r o u t 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 u t e s  and t a r i f f s ;  t h e  c vnnton c a r r i e r  c o v e n a n t  r e q u i r e d  by t h i s  

p a r a g r a p h  d o e s  not a p n l y  to p r o d u c t s  l i n e s  o r  to a n a t u r a l  r,as p i p e l i n e  

o w n e d  o r  o p e r a t e d  by a l e s s e e  w h i c h  Is s u b j e c t  to r e g u l a t i o n  u n d e r  the 

Natui'al O a s  Ac t  (52 S tat. 821; 68 Stat-. 360 ot1 By a l e s s e e  w h i c h  Js 

s u b j e ct to rep;u l a t i o n  by s t a t e  o r  p o l i t i c a l  m i M i  v 11 i nnr wi <■ h j 

d i c t i o n  to r e g u l a t e  the r a t e s  a n d  c h a r g e s  for s a l e  o f  n a t u r a l  pas  to 

c o n s u m e r s  In the s t a t e  [ A S S U M E S  T H E  S T A T U S  OF A M D  W I L L  P E R F O R M  A L L  OF 

ITS 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 H E  L E A S E  AS A C O M M O N  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 M D  T R A N S P O R T  A L L  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  FOR 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 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  IT S  R O U T E  B O T H  ON S T A T E  P U B L I C  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  ON O T H E R  LAND; H O W E V E R ,  W H E R E  T H E  L E S S E E  C A R R I E 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  A N D  IS S U B J E C T  BY V I R T U E  OF T H I S  O P E R A T I O N  

T O  R E G U L A T I O N  U N D E R  T H E  N A T U R A L  GA S  A C T  O F  T H E  U N I T E D  S T A T E S  (52 S TAT. 

821; 68 STAT. 36; 15 U . S . C .  717 E T  S E Q . ) ,  I T  W I L L  A S S U M E  T H E  

S T A T U S  O F  A M D  S M A L L  P E R F O R M  A L L  O F  ITS 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 H E  L E A S E  AS A C O M M O N  C A R R I E R  A M D  S M A L L  P E R F O R M  A L L  O F  T H E  A C T S  

D E S C R I B E D  IN T H I S  P A R A G R A P H  W H E N  AT A N Y  T I M E  A F T E R  T H E  E X E C U T I O N  

OF T H E  L E A S E  T H E  C O M M I S S I O N E R  A F T E R  P U B L I C  H E A R I N G  D E T E R M I N E S  

T H A T  A S S U M P T I O N  O F  T H I S  S T A T U S  IS R E Q U I R E D  IN O R D E R  T O  S U B S E R V E  T H E  

P U B L I C  I N T E R E S T ,  C O N V E N I E N C E ,  A N D  N E C E S S I T Y ] ;

-7- C S H B  3

A G O  7 0 8 0 1 0



[ ( n ) IT W I L L  A S S U M E  T H E  S T A T U S  O P  A N D  S H A L L  B E  A C O M M O N  

P U R C H A S E R  O P  C R U D E  O I L  A M D  N A T U R A L  GAS, D E P E N D I N G  U P O N  T H E  K I N D  OP 

P I P E L I N E  I N V O L V E D ,  T H A T  IS P R O D U C E D  F R O M  F I E L D S  II! T H E  V I C I N I T Y  OP 

T H E  P I P E L I N E  S U B J E C T  TO T H E  L E A S E  A N D  S H A L L  P U R C H A S E  C R U D E  O I L  

OR N A T U R A L  G A S  T H A T  IS O F F E R E D  IT W H E N  A T  ANY T I M E  A F T E R  TH E  

E X E C U T I O N  O P  T H E  L E A S E  T H E  C O M M I S S I O N E R  A F T E R  P U B L I C  H E A R I N G  

D E T E R M I N E S  T H A T  A S S U M P T I O N  O F  T H I S  S T A T U S  IS R E Q U I R E D  IN O R D E R  TO 

S U B S E R V E  T H E  P U B L I C  I N T E R E S T ,• ,C O N V E N I E N C E ,  A N D  N E C E S S I T Y ;

(5) IT 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  OR P U R C H A S E  

C R U D E  O I L  O 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 -
I

T I O N  IN F A V O R  O F  O N E  P R O P U C E R  OR P E R S O N ,  I N C L U D I N G  I T S E L F ,  AS A G A I N S T  

A N O T H E R  I N  T H E  S A M E  F I E L D ,  A N D  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  AS B E T W E E N  F I E L D S  IN T H E  S T A T E  B U T  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 T H E  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  IN T H E  P R O P O R T I O N  T H A T  T H E  C O M M I S S I O N E R  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 I E  N O T I C E  TO  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  FA C T S ,  D E T E R M I N E  TO  B E  R E A S O N A B L E ;

(6) IT W I L L  E X C H A N G E  C R U D E  O I L  OH N A T U R A L  GAS ,  D E F E N D I N G  

U P O N  T H E  K I N D  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  L I K E  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  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  U F  CKUDti u i n
I

OR 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  BY 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  TO R A T E S  A N D  R E G U L A T I O N S  M A D E  BY  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 ; ]

(~7 )■■■ Th-e— ,

—5 I-iiUci^os4-~ln ~i h e— ontdjae-

3renreUr-»>l— the—  

per* o o n -t-;—

hft3-i-3— o-P— the ŷ pke'--— c.-?— ■wr rr^lo-r— orc4>o ac-cL.S-Li.::■ d_h.y

(7) it. w ill a f f o r d  the s t a t e  an o p p o r t u n i t y  to n e g o t i a t e  

Tor the p u r c h a s e  o f  any I n t e r e s t  In t h e ' p i p e l i n e  o f f e r e d  for s a l e  by It- 

e x c e p t  For c a l c s  o r  transfer?; o f  I n t e r e s t .-, In the p i p e l i n e  ainonp she 

owner’s o f  the p i p e l i n e  ( I n c l u d i n g  t h e i r  s u b s i d i a r i e s ,  p a r e n t s  and 

a f f i l i a t es) ur s a l e s  or t r a n s f e r s  result. 1 ni' f r o m  m o i r o r s  or r e o r r a n l s o - 

t J o n s ,  p r o  v l ' I oil the sale to 1 ho s t a t e  w i l l  not. J n t o r  fere w.llh e x i s t  Inn 

c o n t r a c t  r i r h t s  or oiil 1 r a t ! on,". a m o u r  the o w n e r s  o f  the pipc-.Hijn r.i ■ ! *- h 

any o t h e r  t h i r d  part, l.o::, and p r o v I d o d  the t . " i o f  ti 1 c o I T - t  tor s a l e  

ar e  s o l e l y  at. the d i s c  r o t  .1 on o f  the l e s s e e ;

-8-
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oJ— the— p ipel-1p.o-wi-th.1-n— E h e — state- [ THE 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  R I G H T  TO P U R C H A S E ,  U P O N  R E A S O N A B L E  N O T I C E ,  A N  U N D I V I D E D  I N T E R E S T  

IN T H E  E N T I R E  L E N G T H  O P  T H E  P I P E L I N E  W I T H I N  T H E  S T A T E ,  N O T  T O  E X C E E D  

20 P E R  C ENT; T H E  P U R C H A S E  P R I C E  S H A L L  B E  A T  A R E A S O N A B L E  F I G U R E  S E T  

O U T  IN T H E  L E A S E  A T  T H E  T I M E  O F  T H E  L E A S E ' S  E X E C U T I O N ;  P U R C H A S E  OF 

T H I S  I N T E R E S T  MAY , A T  T H E  O P T I O N  O F  T H E  S T A T E ,  BE M A D E  IN S T A G E S ;  

E X E R C I S E  O F  A N  O P T I O N  T O  P U R C H A S E  AM I N T E R E S T  IN A P I P E L I N E  P R O J E C T  

O R  F A C I L I T Y  IS S U B J E C T  T O  T H E  A P P R O V A L  O F  T H E  L E G I S L A T U R E ;  T H E  

I N C U R R I N G  OF A N Y  B O N D E D  I N D E B T E D N E S S  B Y  T H E  S T A T E  T O  I M P L E M E N T  T H E  

E X E R C I S E  OF IT S  O P T I O N  U N D E R  T H I S  P A R A G R A P H  IS S U B J E C T  T O  V O T E R  

A P P R O V A L ] ;

(3) it 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 ,  an d  

r e c o r d s  [, P A P E R S ,  A N D  C O R R E S P O N D E N C E  A N D  O T H E R  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 a y  p r e s c r i b e  b y  r e g u l a t i o n  or l a w  as
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n e c e s s a r y  .and a p p r o p r i a t e  fo 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  of t h i s  

c h a p t e r ;

(9) 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  it s  a u t h o r i z e d  a g e n t s  an d  a u d i t o r s  t h e  r i g h t  of a c c e s s  to its 

p r o p e r t y  a nd  r e c o r d s ,  of i n s p e c t i o n  of i t s  p r o p e r t y ,  a n d  of 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 ;

(10) it w i l l  p r o v i d e ,  w h e r e  e c o n o m i c a l l y  f e a s i b l e  [AN D  

C O N S I S T E N T  W I T H  T H E  P R I M A R Y  F U N C T I O N  O F  T H E  L I N E ] ,  c o n n e c t i o n s  [AND 

F A C I L I T I E S ]  o n  the p i p e l i n e  s u b j e c t  to t h e  le a s e ,  [ BOTH ON S T A T E  

L A N D  A N D  O T H E R  L A N D  IN T H E  S T A T E , ]  f o r  t h e  p u r p o s e  of d e l i v e r i n g  

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  o n  t h e  k i n d  of p i p e l i n e  i n v o l v e d ,
m i i m n n a l  r n r n n r a r i o n c  

r-r_»— —  - r,\'
t o  p e r s 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  [ D E S I R I N G  T O  P U R C H A S E  W H O  

A R E  L O C A T E D  I N  M U N I C I P A L I T I E 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 ] ;

(11) 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 e r m  of the

l e a s e

(A) m a i n t a i n  th e l e a s e h o l d  and p i p e l i n e  in g o o d

r e p a i r ;

(B) e x e r c i s e  t h e  h i g h e s t  d e g r e e  of c a r e  i n  u s i n g  the 

l e a s e h o l d  a n d  o p e r a t i n g  t h e  p i p e l i n e  [TO P R E V E N T  A P I P E L I N E  

I N C I D E N T ] ;

(C) 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  t o  [ O R  

D E S T R U C T I O N  OF] the l e a s e h o l d  [OR P I P E L I N E ] ;

(D) p r o m p t l y  c o m p e n s a t e  f o r  or r e m e d y  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 u b l i c  o r  p r i v a t e  p r o p e r t y  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  r e g a r d l e s s  

o f  fau l t ,  n o t w i t h s t a n d i n g  th e  l i m i t a t i o n s  of AS ^ 6 . 0 3 . 8 2 2 ( 1 ) ( B ) ,

(C) a n d  (p), a n d  4 6 . 0 3 . 8 2 2 ( 2 ) ;

[(12) 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  IN AN Y  

CS H B  3 - 1 0 -
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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 ,  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 ,  IT S  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 ,  O R  A N Y  

R I G H T S  U N D E R  T H E  L E A S E ,  OR 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 ,  E X C E P T  

A S  A U T H O R I Z E D  BY  T H E  C O M M I S S I O N E R ,  U P O N  A P P L I C A T I O N  B Y  T H E  C A R R I E R ;

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 ; ]

(13) It w i l l  f i l 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  

a g e n t  in the s t a t e  an d  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  o f  the c o m m i s s i o n e r ;  i f  it f a l l s  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  m a y  b e  m a d e  by p o s t i n g  a c o p y  i n  the 

o f f i c e  o f  th e  c o m m i s s i o n e r  an d  f i l i n g  a c o p y  o f  it in the 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  an d  by m a i l i n g  a c o p y  to l e s s e e ' s  las t 

k n o w n  a d d r e s s ;

(1*1) the 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  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  t h e  l e a s e r

(IT,) it w i l l  be l i a b l e  to t h e  s t a t e  f o r  d a m a g e s  o r  

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 th 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 f  the p i p e l i n e  a n d  it w i l l  i n d e m n i f y  t h e  s t a t e  f o r  

the l i a b i l i t i e s  o r  d a m a g e s  ;

(16) it 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  and 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  to do b u s i n e s s  ir. 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  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  if 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 he n e t  a s s e t s  o f  the l e s s e e  a r e  i n s u f f i c i e n t  to p r o t e c t  t h e  p u b l i c  

f r o m  d a m a g e  for v.-hjch the l e s s e e  m a y  be l i a b l e  arising, o u t  o f  th 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  the p i p e l i n e ;

(17) It w i l l  not I n t e r f e r e  w i t h  c o n s t r u c t i o n  a n d  o p e r a t i o n  of

a n y  o i l  or gas p i p e l i n e  a u t h o r i s ed by th e  c o m m i s s i o n e r  f o r  l o c a t i o n  o n  t!
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r i g h t - o f - w a y , s u b j e c t  to c o m p e n s a t i o n  of the p r i o r  l e s s e e  by th e  s u b s e -

q u e n t  l e s s e e f o r  an y  d a m a g e  to or i n t e r f e r e n c e  w i t h  t h e  o p e r a t i o n  of the

p r i o r  p i p e l i n e  c a u s e d  by c o n s t r u c t i o n  o f  th e  s u b s e q u e n t  p i p e l i n e .

(b) Th e l e a s e  w i l l  a l s o  c o n t a i n  t e r m s  and c o n d i t i o n s  tha 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 a 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  u s e s  o f  th 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 re s t ;

i l l p r o t e c t  s t a t e  an 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 ;

I ! I 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  but n ot l i m i t e d  to the e r o s i o n  o f  the s u r f a c e  o f  the l a nd ,

a n d  d a m a g e  to f i s h  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 ;

m 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 t i o n

o f  the le a s e ; a n d

(5J p r o t e c t  the 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 th 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  wh o  r e l y  o n  the fish, w i l d l i f e ,  and  

b i o t i c  r e s o u r c e s  o f  th e a r e a  for s u b s i s t e n c e  p u r p o s e s .

(c) In the 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  o f f e r  a l e a s e  or 

l e a s e s  to tw o  o r  m o r e  l e s s e e s  f o r  the s a m e  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 rm s  in the l e a s e  o r  l e a s e s  w h i c h e s t a b l i s h  th^ l i m i t  

o f  the o b l i g a t i o n s  and 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  thi s  

c h a p t e r  o r  u n d e r  the l e a s e  or  lease s .

(d) T h e  l e a s e  m a y  c o n t a i n  o t h e r  t e r m s  a n d  c o n d i t i o n s  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  the 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 l a s k a .

* Sec. 11. A S  3 8 . 3 5 . 1 3 0  is a m e n d e d  to r ead:

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) T h e  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  B Y  T H E  C A R R I E R  T H A T  

C S H B  3 - 1 2 -
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(1) IT W I L L ,  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 M 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  P R I C E ,  C O N V E Y  T O  T H E  S T A T E

A N Y  R I G H T S - O F - W A Y ,  R I G H T - O F - W A Y  P E R 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  OR T O  D E  A C 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 ;

(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 ,  R E A L  

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  OR 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  IN 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 "  AS T H A T  T E R M  IS D E F I N E D  IN S E C S.  3 (E), 17(C)

A N D  (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 - 20 3 ;  85 S T A T .  688; 43 U. 3. 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 EA S E ;

(3) T H E  C A R R I E R  W I L L ] ,  if t h e  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 d e m n ,  by 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 . 8 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  or 

e a s e m e n t s  or r i g h t s - o f - w a y  o n  [ P U B L I C ]  l a n d s  in the 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  for 

r i g h t - 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 t h e  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  th e  s t a t e ,  i n  w h i c h  t i t l e  to o r  i n t e r e s t  

in the 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  [ 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  B E  A C C O M P A N I E D  BY A P R O V I S I O N ]  t h a t  t h e  l a nd ,  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  this s e c t i o n  is o r  w i l l  f o r m  p a r t  o f  the 

l a n d  l e a s e d  to the l e s s e e  [ C A R R I E R ] .

* Sec. 12. A S  3 8 . 3 5 . l 4 o  is r e p e a l e d  a n d  r e - e n a c t e d  to r e a d :

Sec. 3 8 . 3 5 . 1 4 0 .  P A Y M E N T  OF R E N T A L  A N D  C O 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 the a n n u a l  f a i r  m a r k e t

- 1 3 -  C S H B  3
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r e n t a l  o f  th e  s t a t e  l a n d s  i n c l u d e d  in th e  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  a p p r a i s e d  f air m a r k e t  

v a l u e  of the l a n d  l e a s e d  for r i g h t - o f - w a y  s h a l l  be d e t e r m i n e d  

w i t h o u t  r e g a r d  to any e n h a n c e m e n t  in v a l u e  a t t r i b u t a b l e  s o l e l y  to the 

c o n s t r u c t i o n  of p i p e l i n e  f a c i l i t i e s  on the l a n d  o r  th e  u s e  o f  the l a n d  

f o r  p i p e l i n e  p u r p o s e s .  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 or b e f o r e  t h e  a n n i v e r s a r y  of th e lease. 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  the 

p r o v i s i o n s  o f  AS 3 8 . 0 5 . 1 0 5 .

(b) T h e  l e s s e e  s h a l l  r e i m b u r s e  th e  s t a t e  f o r  al l  r e a s o n a b l e  

c o s t s  i n c u r r e d  in m o n i t o r i n g  the c o n s t r u c t i o n  of the p i p e l i n e  on 

th e  r i g h t - o f - w a y .

* Sec. 13- AS 3 8 . 3 5 . 1 5 0 ( b )  and (c) a r e  r e p e a l e d .

* Sec. 1*). AS 3 8 . 3 5 . l 8 0  is a m e n d e d  t o  read:

Sec. 3 8 . 3 5 . 1 6 0 .  T R A N S F E R  O F  R I G H T - O F - W A Y  L E A S E  [, C E R T I F I C A T E S J  

OR P I P E L I N E .  H o  l e s s e e  [ C A R R I E R ]  m a y  t r a n s f e r  [, A S S I G N , ]  or d i s p o s e

of in a n y  m a n n e r  its r i g h t - o f - w a y  l e a s e ,  or a n y  r i g h t s  u n d e r  th e

l ease, or a n y  p i p e l i n e  s u b j e c t  to the lease, w h e t h e r  on s t a t e  [ PU B L I C ]  

lan d o r  o t h e r  lan d  in the state, e i t h e r  v o l u n t a r i l y  or i n v o l u n t a r i l y ,  

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  of c o n t r o l  of an y  c o r p o r a t i o n  

h o l d i n g  the l e a s e  [OR C E R T I F I C A T E  O R  O W N I N G  T H E  P I P E L I N E , ]  to any 

p e r s o n  o t h e r  t h an a n o t h e r  o w n e r  of th 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  and a f f i l i a t e s  of the o w n e r s ) , e x c e p t  to the 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  consideration*TTp-t-tm-i7irirtJx'--JTrt7errcst7 -convenience-, 
-lHkj--nocwrs-i-t-yr b y  o r d e r  a u t h o r i s e s  the t r a n s f e r .  T h e  c o m m i s s i o n e r  

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  t h i s  a u t h o r i z a t i o n .  T h e  a p p l i c a t i o n  

s h a l l  be d i s p o s e d  of a s  if the p r o p o s e d  t r a n s f e r e e  or a s s i g n e e  w e r e

IG_

/ p r o t o c r

m a k i n g  a p p l i c a t i o n  u n d e r  secs. 50 - 1 0 0  o f  thi s  c h a p t e r .

* Sec. 15. AS 3 8 . 3 5 . 1 7 0  is r e p e a l e d  an d r e - e n a c t e d  to r ead:

A 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 ,  v/ i  11 i  n n a n d  ah To to perforin t 

transport;- Lion o r  o t h e r  acts p r o p o sed in r. m a n n e r  that. wi 1 1 reason ah 1 

t h e  lives, p r o p e r t y  a n d  penora I w e l f a r e  of the pe o p le  o f  A l a s k a ^
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Sec. 3 8 . 3 5 . 1 7 0 .  F O R F E I T U R E  O F  LEASE. F a i l u r e  to b e g i n  c o n­

s t r u c t i o 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  t i m e  o 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  this c h a p t e r  for 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  o f  a n  o w n e r  o f  a n  i n t e r e s t  

in 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  to c o m p l y  w i t h  the t e r m s  

o f  th e  r i g h t - o f - w a y  a r e  g r o u n d s  for f o r f e i t u r e  o f  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  o r  o w n e r  in a n  a c t i o n  b r o u g h t  by the c o m m i s­

s i o n e r  in the s u p e r i o r  c o u r t . B e f o r e  the c o m m e n c e m e n t  o f  a n y  a c t i o n  for1 

f o r f e i t u r e  o f  a n  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  th e  l e s s e e  or o w n e r  o f  the I n t e r e s t  n o t i c e  

1n w r i t i n g  of 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  t h e  l e s s e e  or o w n e r  o f  the 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 c u r e  the d e f a u l t  w i t h i n  60 d a y s  o f  the n o t i c e  of the 

a l l e g e d  d e f a u l t .

* Sec. 16. AS 3 8 .3 5 .l8 O is r e p e a l e d  a n d  r e - e n a c t e d  to r ead:

Sec. 3 8 . 3 5 . 1 8 0 .  I N J U N C T I O N S .  W h e n  In the j u d g m e n t  o f  the

c o m m i s s i o n e r  a p e r s o n  has v i o l a t e d  or  is a b o u t  to v i o l a t e  a p r o v i s i o n

o f  t his c h a p t e r  or c o v e n a n t ,  t e r m  o r  c o n d i t i o n  o f  a l e a s e ,  the 

a t t o r n e y  g e n e r a l ,  o n  a d v i c e  of  the c o m m i s s i o n e r ,  m a y  s e e k  a 

p r o h i b i t i o n  o r  m a n d a t o r y  i n j u n c t i o n  f r o m  the s u p e r i o r  c o u r t  to r e m e d y  

the v i o l a t i o n .

* Sec. 17. AS 3 8 . 3 5 . 1 9 0 ( c )  a n d  (d), AS 3 8 . 3 5 . 2 0 0  a n d  AS 3 8 . 3 5 . 2 2 0 ( d )

ar e  r e p e a l e d .

* Sec. 18. AS 3 8 . 3 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

Sec. 3 8 . 3 5 . 2 2 5 .  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) A n  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 r a i s e s  o b j e c t i o n s  w i t h i n  30 d a y s  a f t e r  d e c i s i o n  f o l l o w i n g  t h e  h e a r i n

u n d e r  sec. 80 o f  thi 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  to seti.i
, u n d e r  Sec. 100 o f  tin si 

J u d i c i a l  r e v i e w  c f  a d e c i s i o n  o f  th e  commissioner/,
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(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  of a d e c i s i o n  of t h e  
u n d e r  oec. TOO o f  this c h a p t e r

c o m m i s s i o n e r / a r e

(1) f a i l u r e  to f o l l o w  t h e  p r o c e d u r e s  set out in t h i s  

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  so c a p r i c i o u s ,  a r b i t r a r y  or c o n­

f i s c a t o r y  a s  to c o n s t i t u t e  a d e n i a l  of d u e  p r o c e s s .

* Sec. 19* AS 3 8 . 3 5 . 2 3 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:

Sec. 3 8 . 3 5 . 2 3 0 .  D E F I N I T I O N S .  In 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  the c o m m i s s i o n e r  of n a t u r a l

r e s o u r c e s ;

(2) " l e a s e "  m e a n s  t h e  i n s t r u m e n t  or e x t e n s i o n  o f  an 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  ci.apter 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  f c 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  to a p e r s o n  a n d  a u t h o r i z i n g  

th e  c o n s t r u c t i o n  or o p e r a t i o n  of, or t r a n s p o r t a t i o n ,  s e r v i c e  or sale 

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  gas, o r  p r o d u c t s ;

(3) " n a t u r a l  g a s "  i n c l u d e s  a i l  h y a r o c a r o o n s  p r o d u c e d  at 

the w e l l h e a d  n o t  d e f i n e d  a s  oil;

' (*0 "oil" i n c l u d e s  c r u d e  p e t r o l e u m  oil 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  of  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 t h e  l i q 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  or 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  in  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  gas ;

(5) " p i p e l i n e "  or " p i p e l i n e  f a c i l i t y "  m e a n s  a l l  th e  f a c i l i­

t i e s  of a t o t a l  s y s t e m  of p i p e  ( w h e t h e r  o w n e d  or 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 ,  or le a s e )  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 ,  fo r  s t o r a g e ,  or 

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 pe ,  p u m p  or 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  and 
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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 c r o l  c e n t e r  f o r  b o t h  the 

u p s t r e a m  p a r t  of t h e  p i p e l i n e  a n d  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

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 ,  

an d  a l l  o t h e r  f a c i l i t i e s  u s e d  or 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  of 

p ipe, t a k e n  as a w h o 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  an 

e x t e n s i o n  or  e n l a r g e m e n t  of the line;

(6) " 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  t ops, 

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  sto c k ,  u n c r a e k e d  f u e l  oil, f u e l  oil, t r e a t e d  c r u d e  oil, 

r e s i d u u m ,  g a s  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  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 ,  oen2j.no, 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  of p e t r o l e u m  an d  

a n y  l i q u i d  p r o d u c t  or 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  or 

n a t u r a l  gas;

(A) "sta ' la n d s "  as d e f i n e d  in AS 3 8 . 0 5 . 3 6 5 ;

(B) p u b l i c  l a n d  of t h e  U n i t e d  S t a t e s  s e l e c t e d  by the 

s t a t e  u n d e r  sec. 6 f she A l a s k a  S t a t e h o o d  A c t  of 195° (F L  8 5 -5 0 8 ;

72 S tat. 399). as amend.cl. a n d  r e a l  p r o p e r t y  o f  the 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  the s t a t e  u n d e r  secs, 21. 35 and ^5 of t h e  A l a s k a  

O m n i b u s  Act of 1 959 (F L  85 -- 70; 73 S t at .  l 4l), as a m e n d e d ;

■» M mmtm—  **>».-* ** rm. * '* * .* ' *  — ~  +  M •* w  H| yw «• •*#-)«• — •* W > i m '

fern r.ap y t r . t r i  .r’r r  r - r -  -  t t y

p u r  r  w t-'l* Wt !—' — “  — U .. *1.. m *■ au •« .. .a. m h 'm m  , .* ._ « •  «* a. ■■». m  m m) m *. m> U

i  “  m r  “  n -  r y  -  ~ n r --------- — ̂  -  r r ,~  —  — ■ r  r 1 r  c  r  *j “  c -  r  t  -  y " -  y *  y r  - ' - r  r r v r t - r r r

r*tp  j* ̂  — — -w * M M  ““ .""n r**’ ** * " T " T - n n n - r - . - : - ■ v t t t ? * * '* "  r ”^“

r t a t c“cr-i'p-TTa*3"f"“.“

(8) n  p o r t ' t i o n "  m e a n s  the r.ii)pm-.-nl or c a r r i a g e  b y  o
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p i p e l i n e  of c r u d e  oil, n a t u r a l  gas, 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  in o n e  o r  m o r e  f i e l d s  or 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  of 

th e  m i n e r a l s  to a d o w n s t r e a m  t e r m i n u s  in o n e  or m o r e  p o i n t s  f o r  

d e l i v e r y  of th e  m i n e r a l s  to a p u r c h a s e r  or c o n s i g n e e ,  f o r  s t o r a g e ,  

or f o r  f u r t h e r  c a r r i a g e  or 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  th e  s t a t e  t hat m a y  be c l a s s i f i e d  as 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  to th e  e x t e n t  t h a t  th e  t r a n s p o r t a t i o n  m a y  c o n s t i t u t i o n­

a l l y  be  s u b j e c t e d  to t h e  p r o v i s i o n s  of t h i s  c h a p t e r ,  as w e l l  a s  al l  

s e r v i c e s  n e c e s s a r y  to 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 o n g  o t h e r  t h i n g s ,  the 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

fe r  in t r a n s i t ,  f o r w a r d i n g ,  and  d e l i v e r y  o f  t h e  m i n e r a l s .

* Sec. 20. A S  09. 55.2*10(a) (12) is a m e n d e d  to read:

(12) [ S U B J E C T  T O  T H E  R E Q U I R E M E N T S  O F  T H E  A L A S K A  R I G H T - O F - W A Y

L E A S I N G  A C T  O F  1 9 7 2  (AS 3 8 . 3 5 ) , ]  for the l o c a t i o n  o f  p i p e l i n e s  fo 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 ,  or 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  or o i l  or a n y  l i q u i d  or 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  to, 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 ,  or r e s e r v o i r s ,  a n d  r e l a t e d  i n s t a l l a t i o n s .

* Sec. 21. A S  3 8 . 0 5 . 0 2 0 ( c ) ( 1 )  is a m e n d e d  to read:

(1) g r a n t i n g  l e a s e s  o f  s t a t e  [ P U B L I C ]  l a n d  [ A N D  I S S U I N G  

C E R T I F I C A T E 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 ;

* Sec. 22. AS  3 8 . 0 5 . 0 2 0 ( c ) ( 2 )  is a m e n d e d  to read:

(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  by 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  in_ 

[O N  P R I V A T E  OR F E D E R A L ]  land in this s t a t e  fo r  the p u r p o s e  o f  u t i l i z i n g  

o r  g r a n t i n g  l e a s e s  o f  the 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 ;

* Sec. 23. A S  3 O . 0 5 . 0 2 0  (c ) (*)) is a m e n d e d  to read:

(*l) i n v e s t i g a t i n g  an 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
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[ C A R R I E R ]  w i t h  a v i e w  to a s s u r i n g  c o m p l i a n c e  by J.t w i t h  its 

r i g h t - o f - w a y  l e a s e ,  [ C E R T I F I C A T E S  I S S U E D  U N D E R  T H A T  L E A S E , ] this  

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  law;

* Sec. 2A . AS  3 8 . 0 5 . 3 3 0  is a m e n d e d  to read:

Sec. 3 8 . 0 5 . 3 3 0 .  P E R M I T S .  T h e  d i r e c t o r ,  w i t h o u t  th e  p r i o r  

a p p r o v a l  o f  the  c o m m i s s i o n e r ,  m a y  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  for 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 ld  

g a t h e r i n g  l i n e s  or 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  not 

s u b j e c t  to 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 n d  p r o d u c t i o n  f a c i l i t i e s  for the 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  f r o m  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 ,  and

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 ,  or f j r  the l i m i t e d  p e r s o n a l  u se

o f  t i m b e r  or 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  the 

d i r e c t o r ,  s h a l l  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  to be 

c h a r g e d  for t h e s e  u ses. In th 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 ,  the 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  to 

t ha t  u s e  o f  the l a n d  w h i c h  w i l l  be 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  to the 

s t a t e  a n d  the d e v e l o p m e n t  o f  its 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  be g r a n t e d  to th e  u p l a n d  o w n e r  fo r  the use o f  a t r a c t  o f  t i d e l a n d ,  

c r  t i 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  land, w h i c h  is s e a w a r d  o f  the 

u p l a n d  p r o p e r t y  o f  the u p l a n d  o w n e r  a n d  w h i c h  is n e e d e d  by t h e  u p l a n d  

o w n e r  f o r  an y  o f  the p u r p o s e s  f o r  w h i c h  the use  m a y  be g r a n t e d .

* Sec. 25. T h i s  Act t a k e s  e f f e c t  o n  t h e  d a y  a f t e r  its p a s s a g e  a nd  

a p p r o v a l  o r  o n  th e  d a y  it 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 .
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IN  T H E  S E N A T E  BY T H E  F I N A N C E  C O M M I T T E E

CS F O R  S E N A T E  B I L L  NO. 3 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  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  ari Act e n t i t l e d :  "Ari Act r e l a t i n g  to l e a s e s  o f  r i g h t s - o f - w a y  o v e r

s t a t e  l and for the t r a n s p o r t a t i o n  o f  oil, p r o d u c t s  or 

n a t u r a l  gas; a n d  p r o v i d i n g  for an e f f e c t i v e  da t e . "

B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

'* S e c t i o n  1. AS 30*01.0 is a m e n d e d  by addinr. n n e w  s u b s o e  .J on 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 r i g h 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 federal i n t e r s t a t e  c o m m e r c e  

l a w s  and r e g u l a t i o n s  in the r i g h t - o f - w a y  l e a s i n g  o f  any 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 9 . 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  LE AS E .  (a_)_ R i g h t s - o f - w a y  

on s t a t e  [ 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 v e r , under, a l o n g ,  a c r o s s ,  or u p o n  the r i g h t - o f - w a y  o f  a p u b l i c  road 

or h i g h w a y  o r  the r i g h t - o f - w a y  o f  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  

o r  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  ' e g r a n t e d  by 

n o n c o m p e t i t i v e  l ease by the c o m m i s s i o n e r  for p i p e l i r e  p u r p o s e s  f o r  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  or 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 and by a d m i n i s t r a t i v e  r e g u l a t i o n .  N o  p e r s o n  may 

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 

[, O R  T R A N S P O R T A T I O N ,  S E R V I C E ,  OR S A L E  BY T H E  W H O L E  O R  A] p a r t  of an 

oil, p r o d u c t s ,  01* 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  pari, in 

or is p r o p o s e d  to be o n  s t a t e  [ P UB L I C ]  land, e x c e p t In c o n f o r m i t y  witl
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the t e r m s  of a r i g h t - o f - w a y  l ea s e  o f  t h a t  l and, I s s u e d  by the c o m m i s­

s i o n e r  u n d e r  t his c h a p t e r  [ U N L E S S  T H A T  P E R S O N  IS A C A R R I E R  A N D  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  AS W E L L  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

TION, 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 , OR  S A L E ,  I F  S U B J E C T  T O  T H E

L E A S E ,  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) Th e c o m m i s s i o n e r  m a y  b y  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

or o p e r a t i o n  of field g a t h e r i n g  l i n e s  or a n y  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  t h e  r e q u i r e m e n t  of a r i g h c - o f - w a y  l e a s e  u n d e r  tills 

c h a p t e r .

* Sec. 3 . AS 3 8 . 3 5 . 0 3 0  is a m e n d e d  to r e a d:

S ec. 3 8 . 3 5 . 0 3 0 .  A B A N D O N M E N T ^  [OF OR] 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  a n y  p o r t i o n  o f  a p i p e l i n e  chat 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] lease g r a n t e d  u n d e r  t h i s  c h a p t e r , o r  o p e r a t i o n  or 

t r a n s p o r t a t i o n ,  s e r v i c e ,  or sal e  b y  it, o r  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  v;:' ch th e  t e r m s  of the l e a s e  or sec. *10 o f  t h i s  

c h a p t e r  [ U N L 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  T H E  C O M M I S S I O N E R  

H A S  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

M E N T  IS 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 ] ,

* Sec. *1. AS 38.35.0*10 is a m e n d e d  to r e a d :

Sec . 38.35.0*10. T E M P O R A R Y  O R  E M E R G E N C Y  S E R V I C E  O R  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  OR I M P A I R M E N T  O F  S E R V I C E  BY 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  m ay, 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  

b y  r e g u l a t i o n  r e q u i r e ,  or u p o n  hi 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  

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  or i m p a i r m e n t  of s e r v i c e  b y  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.

5 0  - 1 0 0  of this c h a pter. 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  
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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  in t h e  e v e n t  of an 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  or 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 si 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  to read:

Sec. 3 8 . 3 5 . 0 5 0 .  A P P L I C A T I O N S  F O R  R I G 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  to e n g a g e  in 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 a p i p e l i n e  w h i c h  is p r o p o s e d  to be l o c a t e d  in w h o l e  or  in 

p a r t  on s t a t e  land, s h a l l  a p p l y  fo r  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  the s t a t e  land u n d e r  this c h ap t e r .

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

f o r m  a n d  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 

d ata, I n f o r m a t i o n ,  p l a n s  and e x h i b i t s  W h i c h  th e  c o m m i s s i o n e r  d e t e r m i n e s  

a re 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 of t h i s  c h a p t e r .

(c) T h e  a p p l i c a t i o n  f i l e d  u n d e r  t his s e c t i o n  s h a l l  be i n c o r p o r a t e d  

i n t o  an y  r i g h t - o f - w a y  l e a s e  i s s u e d  in r e s p o n s e  to it an d s h a l l  b e c o m e

a p a r t  of the t e r m s  and c o n d i t i o n s  of the lease.

(d) Any a m e n d m e n t  to a n  a p p l i c a t i o n  f i l e d  u n d e r  t his 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 the a p p l i c a t i o n  is s u b j e c t  to a l 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 an o r i g i n a l  a p p l i c a t i o n .

(e) All p e r s o n s  o w n i n g  or p l a n n i n g  t o  o w n  an 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  iri the a p p l i c a t i o n  

u n d e r  (a) o f  this s e c t i o n .  A n y  p e r s o n  e m p l o y e d  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 the c o v e n a n t s  of the 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 iiis e m p l o y m e n t  as if he w e r e  an a p p l i c a n t  u n d e r  t he  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  out of c o m p l i a n c e .

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

* Sec. 7. AS 3 8 . 3 5 . 0 7 0  Is a m e n d e d  to read:
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Sec. 3 8 . 3 5 . 0 7 0 .  N O T I C E  O F  A P P L I C A T I O N .  U p o n  r e c e i v i n g  a n  a p p l i c a t i o n  

u n d e r  sec. 50 [OR 60] of t h i s  c h a p t e r ,  the c o m m i s s i o n e r  shall within 30 day

(1) c a u s e  n o t i c e  of It to a p p e a r  in a d a l l y  n e w s p a p e r  of g e n­

er a l  c i r c u l a t i o n  p u b l i s h e d  in t h e  v i c i n i t y  of th e  p r o p o s e d  p i p e l i n e ;

(2) fil e  c o p i e s  o f  the a p p l i c a t i o n  w i t h  t he D e p a r t m e n t s  of 

L a b o r ,  H i g h w a y s ,  a n d  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 ,  and 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  [ EA C H  C O O R D I N A T E  A G E N C Y ] ;  and

(3) m a k e  c o pi e s  a v a i l a b l e  for  p u b l i c  I n s p e c t i o n [ 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  THEM].

- Sec. 8. AS 3 8 . 3 5 . 0 8 0  is a m e n d e d  to read:

Sec. 3 8 . 3 5 . 0 8 0 .  A N A L Y S I S  O F  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 ,  (a) The 

c o m m i s s i o n e r  sh a l l,  w i t h i n  90 d a y s  [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  of the a p p l i c a t i o n ,  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  lease [Oh C E R T I F I C A T E  OR 

B O T H ]  a n d  a g e n e r a l  s t a t e m e n t  of hi s  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  for a c t i o n  is no 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  the s u b j e c t s  a n d  i s s u e s  i n volved.

(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  not l ess than 30 d a y s  

b e f o r e  th e  d a t e  set for 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  tu 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  s h a l l  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  in sec. 70 of thi s  c h a pt e r .

(c) T h e  c o m m i s s i o n e r  s h a l l  h old 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  

w i t h i n  1 2 0  d a y s  of r e c e i v i n g  it [SET A L L  A P P L I C A T I O N S  FO R  P U B L I C  H E A R I N G  

AS S O O N  AS P R A C T I C A B L E ] .

s Sec. 9. AS 3 8 . 3 5 . 1 0 0 ( a )  is a m e n d e d  to read:

(a) T h e  c o m m i s s i o n e r  s h a l l  d e t e r m i n e ,  on an a p p l i c a t i o n  filed 

w i t h  h i m  u n d e r  sec. 50 o f  t h i s  c h a p t e r  for a r i g h t - o f - w a y  l e a s e  of 

s t a t e  [ P U B L I C ]  land [OR FO R  A C E R T I F I C A T E ]  u n d e r  a lease, w h e t h e r  the 

a p p l i c a n t  is fit, w i l l i n g ,  a n d  a b 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 
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o t h e r  a c t s  p r o p o s e d  a n d  to c o n f o r m  t o  the p r o v i s i o n s  of the p r o p o s e d  

r i g h t - o f - w a y  l e a s e  [OR C E R T I F I C A T E , ]  and o f  thi s  c h a p t e r ,  and w h e t h e r  

th e  p r o p o s e d  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 OR T R A N S P O R T A­

TION, S E R V I C E ,  OR S A L E  BY T H E  P I P E L I N E ]  is or 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  [ AMD N E C E S S I T Y ] ,  If t he  c o m m i s­

si 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  ' to the a p p l i c a n t ,  then 

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  t h e  a p p l i c a t i o n .  In o r d e r  to g r a n t  the w h o l e  o r  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  [OR C E R T I F I C A T E ]  

to t h e  a p p l i c a n t  for 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  of the l e a s e  [OR 

C E R T I F I C A T 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  te r m s ,  c o n d i t i o n s ,  and 

o b l i g a t i o n s  and w i t h  t h i s  c h a p t e r .  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  [O R  C E R T I F I C A T E ]  by t h e  a p p l i c a n t  w i t h i n  50 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 he  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 .

* Sec. 10. AS 3 8 . 3 5 . 1 0 0 ( b )  a n d  (0 ) a re  r e p e a l e d .

* Sec. 11. A S  3 8 .3 5 . H O  is a m e n d e d  ;o r ead:

S ec. 3 3 . 3 5 . 1 1 0 .  T E R M  O F  L E A S E .  E a c h  l e a s e  of s t a t e  [ P U B L I C ] 

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  s h a l l  c o n t a i n  a p r o v i s i o n  chat 

the 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  of n o t g r e a t e r  t h a n  30. [25] 

y e a r s ,  a n 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

each, so l o n g  a s  th e  l e a s e ?  is in f u l l  c o m p l i a n c e  w i t h  a i l  s t a t e  law,

i n c l u d i n g  out n o t  l i m i t e d  to s t a t e  l a w  p e r t a i n i n g  to r e g u l a t i o n  an d  

t a x a t i o n  o f  the p i p e l i n e  f a c i l i t y ,  a n d  is i n  c o m p l i a n c e  w i t h  a l l  t e r m s  

of t h e  lease.

* Sec. 12. A S  3 8 .3 5 .i20 Is r e p e a l e d  av a r e - e n a c t e d  to read:

L e e . 3 8 . 3 5 . 1 2 C .  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  cf s t a t e  l a n d  f o "  a i '.ghtrof-way fcr a n  o il  

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 oil,0 0 0 , 0 0 0  or m o r e  m a y  be g r a n t e d

only u p o n  t h e  c o n d i t i o n  t h a t  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
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le a s e ,  i n  c o n s i d e r a t i o n  o f  th e  r i g h t s  a c q u i r e d  by it u n d e r  the lease, 

t h a t

(1) it a s s u m e s  t h e  s t a t u s  of a n d  w i l l  p e r f o r m  a l l  of its

f u n c t i o n s  u n d e r t a k e n  u n d e r  the l e a s e  as a c o m m o n  c a r r i e r  and 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  oi l  or 

n a t u r a l  gas ,  d e p e n d i n g  on the kind 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  

t o  It 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  in th e  v i c i n i t y  of t h e  p i p e l i n e

s u b j e c t  to  the l e a s e  t h r o u g h o u t  its 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  th e  l e a s e  a n d  on o t h e r  land; h o w e 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 h e  N a t u r a l  G a s  A c t  (15 U . S . C .  717 et. seq.) of che U n i t e d  S t a t e s ,  or

(B) b y  the 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  to r a t e s  an d 

c h a r g e s  f o r  the sal e of n a t u r a l  gas, is, t o  th e e x t e n t  o f  that r e g u l a­

tion, e x e m p t  f r o m  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 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  or 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  in f a v o r  of one  p r o d u c e r  or 

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  i n  t h e  sam e  f i e l d ,  and 

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 '

(2) it w i l l  e x c h a n g 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  

u p o n  th e  k i n d  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  and 

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 t h e  i n t e r c h a n g e  of c r u d e  oil 

or n a t u r a l  g a s at ever;- l o c a l i t y  r e a c h e d  b;r b o t 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  a n d  r e g u l a t i o n s  m a d e  by the 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) t h e  l e s s e e  g r a n t s  the s t a t e  the r i g h t  to p u r c h a s e ,  u p o n  

r e a s o n a b l e  n o t i c e ,  an u n d i v i d e d  i n t e r e s t  in t h e  e n t i r e  l e n g t h  o f  the 

p i p e l i n e  w i t h i n  the st a t e ,  n o t  to e x c e e d  20 p e r  cent; the purchase: 

p r i c e  s h a l l  be fai r  m a r k e t  v a l u e  o f  the i n t e r e s t  at the t i m e  t h e  o p t i o n  

is e x e r c i s e d ;  e a c h  l e s s e e  s h a l l  a d d i t i o n a l l y  a g r e e  not to sell, t r a n s f e r
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or o t h e r w i s e  d i s p o s e  o f  a l l  or an y  p a r t  o f  a p i p e l i n e  s u b j e c t  in any 

p a r t  to the l e a s e e x c e p t  a f t e r  o f f e r i n g  s u c h  I n t e r e s t  to the st a t e ,  

to w h i c h  the l e s s e e  g r a n t s  u p r e f e r e n t i a l  r i g h t  to p u r c h a s e  s u c h  

i n t e r e s t  on the s a m e  t e r m s  o f f e r e d  by o r  to a n y  b o n a  fide, p r o s p e c t i v e  

p u r c h a s e r  w h o  is ready, w i l l i n g  a n d  a b l e  to p u r c h a s e  s ame; p r o v i d e d  

that this o b l i g a t i o n  w i l l  n o t interfere w i t h  or s u p e r s e d e  c o n t r a c t u a l  

r i g h t s  or o b l i g a t i o n s  e x i s t i n g  on the e f f e c t i v e  d a t e  o f  this Act; 

e x e r c i s e  o f  an o p t i o n  to p u r c h a s e  an i n t e r e s t  in a p i p e l i n e  p r o j e c t  

or f a c i l i t y  is s u b j e c t  to the a p p r o v a l  of th e  l e g i s l a t u r e ;  the i n c u r r i n g  

of a n y  b o n d e d  i n d e b t e d n e s s  by the s t a t e  to i m p l e m e n t  the e x e r c i s e  of 

its o p t i o n  u n d e r  this p a r a g r a p h  is s u b j e c t  to v o t e r  a p p r o v a l ;

(l|) the s t a t e  s h a l l  p r o v i d e  for the r e p a y m e n t  of t h e  o u t­

s t a n d i n g  d e b t  i n c u r r e d  by the l e s s e e  w h o s e  u n d i v i d e d  i n t e r e s t  s hare 

is a c q u i r e d  u n u e r  (3) of t his s u b s e c t i o n ,  e i t h e r  by u n d e r t a k i n g  the 

d e b t  d i r e c t l y  if that is a c c e p t a b l e  to t h e  l e n d e r ,  or by d i s c h a r g i n g  

the a p p l i c a b l e  o u t s t a n d i n g  d ebt, i n c l u d i n g  any p e n a l t i e s  f o r  p r e p a y­

men t ,  a n d  u n d e r t a k i n g  its o w n  d ebt;

(5) it w i l l  m a i n t a i n  an d  p r e s e r v e  b o o k s ,  a c c o u n t s ,  an d 

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  th a t  t he  s t a t e  m a y  r e q u i r e  u n d e r  

AS t 2 . 0 6 J l 3 0 ;

(6) it w i l l  a c c o r d  at all r e a s o n a b l e  t i m e s  t o  the s t a t e  a n d  

its a u t h o r i s e d  a g e n t s  and 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 ,  an d  o f  e x a m i n a t i o n  and 

c o p y i n g  of r e c o r d s ;

(7) it w i l l  p r o v i d e ,  i f  the e x p e n s e  i n v o l v e d  w i l l  not i m p a i r  

the a b i l i t y  of the l e s s e e  to p e r f o r m  it s d u t y  to the p u b l i c  a s  a 

c o m m o n  c a r r i e r ,  c o n n e c t i o n s  ts 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  on s t a t e  l a n d  a n d  o t h e r  lan d  in the s t a t e ,  f o r  the 

p u r p o s e  o 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 as, d e p e n d i n g  u p o n  the

- 7 -  C S S B  3 (F i n a n c e )
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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  t h e  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  for the e x c h a n g e ,  d e l i v e r y  or 

p u r c h a s e  at w h o l e s a l e  of c r u d e  o i l  or n a t u r a l  gas t r a n s p o r t e d  by the 

p i p e l i n e ;  p r o v i d e d ,  that if the c o n n e c t i o n  is not e c o n o m i c a l l y  f e a s i b l e  

b u t  th e  c o m m i s s i o n e r  b e l i e v e s  t hat th e  c o n n e c t i o n  is r e q u i r e d  i n  the 

p u b l i c  i n t e r e s t ,  the s t a t e  m a y  r e q u i r e  that the c o n n e c t i o n  be m a d e  a n d  

the c o s t  d i f f e r e n c e  s h a l l  b e  m e t  at s t a t e  e x p e n s e  s u b j e c t  t o  s u c h  

a r r a n g e m e n t s  for r e c o v e r y  o f  the e x p e n s e  f r o m  b u y e r s  o r  s e l l e r s  of o i l  

or g a s  as m a y  be m a d e  by t he  state;

(8) it s h a l l ,  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  a n d  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  au s u c h  p l a c e s  

on s t a t e  lands the s t a t e  c o n s i d e r s  n e c e s s a r y  if th e s t a t e  d e t e r m i n e s  

to c ake a p o r t i o n  c:' its r o y a l t y  or taxes in o j 1 or n a t u r a l  gas;

(9) it w i l l  e x t e n d  or e n l a r g e  t h e  p i p e l i n e  or s t o r a g e  

f a c i l i t i e 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  to be in 

t h e  p u b l i c  int e r e st ;

(10) it will, at its o w n  e x p e n s e ,  d u r i n g  the t e r 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  t o  the l e a s e­

hol d  ;

(C) p r o m p t l y  c o m p e n s a t e  for an 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  for w h i c h  th e 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  

t o  or d e s t r u c t i o n  of the  l e a s e h o l d  or p i p e l i n e ;

(11) it w i l l  nob  t r a n s f e r ,  a s s i g n ,  or d i s p o s e  of i n  a n y  

m a n n e r ,  d i r e c t l y  cr i n d i r e c t l y ,  or  by t r a n s f e r  of c o n t r o l  of 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 ,  o r  a n y  

r i g h t s  u n d e r  the l e a s e  or a n y  p i p e l i n e  s u b j e c t  to t h e  l e a s e  to a n y  

p e r s o n  ot] sr t h a n  a n o t h e r  o w n e r  of the p i p e l i n e  ( i n c l u d i n g  s u b s i d i -
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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  the o w n e r s ) ,  e x c e p t  to the e x t e n t  

t h a t  th 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  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 s ,  a u t h o r i s e s ;  the comnissioner 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 the t r a n s f e r ,  a s s i g n m e n t  or d i s p o s a l ;

(1 2 ) it w i l l  f i l 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  

of  a n a m e d  p e r m a n e n t  r e s i d e n t  of the s t a t e  to b e  its 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  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 h e  c o m m i s s i o n e r ;  if it f a i l s  to 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 a y  be  m a d e  by p o s t i n g  a c o p y  in the o f f i c e  o f  t h e  

c o m m i s s i o n e r  and f i l i n g  a  c o p y  o f  it In the o f f i c e  of 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  th 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 5 ) t h e  a p p l i c a b l e  l a w  of t h i s  st 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  of i n t e r p r e t a t i o n  o f  Uie lease;

(l'l) th e  g r a n t i n g  of t h e r i g h t - o f - w a y  l e a s e  is s u b j e c t  to 

th 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  of the 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  the 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  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  b y  th e  s t a t e  of the l an d  a f f e c t e d  by 

t h e  l e a s e ,  and t h a t  the l e s s e e  a g r e e s  a n d  c o n s e n t s  to t h e  o c c u p a n c y  

a n d  u s e  by the st a te ,  i t s  g r a n t e e s ,  per m i t t e e s , o r  o t h e r  l e s s e e s  o f  

a n y  p a r t  of the r i ' 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  or r e q u i r e d  by the 

p i p e l i n e  for the f u l l  an d  s a f e  u t i l i s 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

sa r y  o p e r a t i o n s  i n c i d e n t  to l a n d  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

po s a l ;

(1 5 ) it w i l l  be l i a b l e  fc j  t h e  s t a t e  f o r  d a m a g e s  ir 

i n j u r y  i n c u r r e d  by t h e  s t a t e  c a u s o d  by th e  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  a n d  it w i l l  i n d e m n i f y  th e  s t a t e  

f o r  Che l i a b i l i t i e s  or d a m a g e ? ;

(16) if: 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  .1 sompar.y l i c e n s e d  t o  d o  b u s i n e s s

-9- Cbf-3 ' CFinance)
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in 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  the 

t e r m s  an d  c o n d i t i o n s  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  if 

the c o m m i s s i o n e r  f i n d s  tha t t h e  ne t  a s s e t s  of t h e  l e s s e e  a r e  

i n s u f f i c i e n t  to p r o t e c t  t h e p u b l i c  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 a y  be l i a b l e  a r i s i n g  out  of th e  c o n s t r u c t i o n  or o p e r a t i o n  of 

t h e  p i p e l i n e ;

(17) it w i l l  c o n s t r u c t  a n d  o p e r a t e  the p i p e l i n e  i n  a c c o r­

da n c e  w i t h  a p p l i c a b l e  s t a t e  lav/s a n d  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 ;  h o w e v e r ,  th e  t e r m s  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  s h a l l  no t  be c o n s i d e r e d  

to p e r m i t  or r e q u i r e  a l e s s e e ,  the c o m m i s s i o n e r ,  or the A l a s k a  

P i p e l i n e  Coimnission to t a k e  a n y  a c t i o n  t h a t  is in c o n f l i c t  w i t h  

f e d e r a l  la w  or w i t h  l a w f u l  r e g u l a t i o n s  or o r d e r s  of  the I n t e r s t a t e  

C o m m e r c e  C o m m i s s i o n  o r  t h e  F e d e r a l  P o w e r  C o m m i s s i o n .

(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  

fo r  a n  o il  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

to be v a l i d  an d o f  l e g a l  e f f e c t ,  it m u s t  c o n t a i n  th e t e r m s  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  of secs. 11 0  - 1 5 0  of  t h i s

ch a p t e r .  An o i l  or 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  thi s  c h a p t e r  t h a t  d o e s  no t 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  an d  v o i d  a nd  w i t h o u t  l e g a l  e f f e c t  an d d o e s  n o t  v e s t  a n y

i n t e r e s t  in s t a t e  l a n d  or a n y  a u t h o r i t y  in th e  c a r r i e r  g r a n t e d  

t h e  lease.

(c) Th e  c o m m i s s i o n e r  m a y ,  at his d i s c r e t i o n ,  i n c l u d e  any  or a l l  

oi‘ the terms set out in (a) o f  t his 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. 13. AS 3 8 . 3 5 . 1 3 0  is a m e n d e d  to read:

Sec. 3 8 .3 5 .i3 O. R I G H T - O F - W A Y  E A S E M E N T S  O R  L E A S E S  A C Q U I R E D  

F R O M  OTHERS. (a) T h e  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  

CSS B 3 (Fi n a n ce )  - 1 0 -
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E X P R E S S  A G R E E M E N T  B Y  T H E  C A R R I E R  T H A T

(1) IT W I L L ,  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  PRI CE ,  C O N V E Y  T O  T H E  S T A T E

ANY R I G H T S - O P - W A Y ,  R I G H T - O F - W A Y  P E R 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  B E  A C 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  LEASE;

(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 ,  R E A L  

P R O P E R T Y  F O R  R I G H T - O F - W A Y  PURPOSE.1; 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  O R  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  IN 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 "  AS T H A T  T E R M  IS D E F I N E D  IN SECS. 3(e), 17(c)

A N D  (d)(3), A N D  22 (i) OF 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  AC T

(PL 9 2 - 2 0 - ;  85 STAT. 688; 43 U.S .C .  1 601 E T  SE 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  THE  LEA S E ;

(3) T H E  C A R R I E R  W I L L ] ,  if t h e  c o m m i s s i o n e r  d e l e g a t e s  th e 

f u n c t i o n  to it, c o n d e m n ,  by d e c l a r a t i o n  o r taki n g ,  u n d e r  AS 0 9 . 5 5 .420 - 

09.55■450, r e a l  p r o p e r t y  and a c q u i r e  l e a s e s  of or e a s e m e n t s  or r i g h t s -  

o f - w a y  on [ P U BL I C ]  lands in t h e 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  for r i g h t - o f - w a y  p u r p o s e s  

f o r  a [THE] p i p e l i n e  s u b j e c t  to th e  lease, o n  b e h a l f  of and as a g e n t  

f o r  the state, I n  w h i c h  t i t l e  to or i n t e r e s t  in t h e  lan d s h a l l  vest.

(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 ]  tha t  the land, 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  is o r  wi l l  f o r m  p a r e  of the 

l and l e a s e d  to t h e  l e s s e e  [CARR I E R ].

Sec. 14. AS 3 8 . 3 5 . 1 4 0  is r e p e a le  1 an d  r e - e n a c t e d  t o  read:

S ec. 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  COSTS. (a) T h e l e a s e  

p r i c e  for a r i g h t - o f - w a y  l e a s e  s h a l l  be the a n n u a l  fair m a r k e t  r e n t a l

- 1 1 -  C S S B  3 ( F inance)
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