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AS 09.55.420 - 09.55.450, real property and acquire leases of or
easements or rights-of-way o [PUBIIC] lands in the state [BELONGING TO
THE UNITED STATES, INCLUDING "WITHDRAWN PUBLIC LANDS"] required for
right-of-way purposes for a [THE] pipeline subject to the lease, on
behalf of and as agent for the state, in which title to or Interest
In the Iland shall vest.
(h) The lease shall contain a covenant [REQUIRED BY THIS SECTION
SHALL BE ACCOMPANIED BY A PROVISION] that the land, right-of-way,
or easement acquired under this section is or will form part of the
land leased to the lessee [CARRIER].
* Sec. 11. AS 3?.35.140 is repealed a.id re-enacted to read:
Sec. 38.35.170. PAYMENT OF RENTAL AND COSTS. (@) The lease
price for a right-of-way lease shall be the annual fair market
rental ofthe state lands included in the right-of-way based on the
appraised fair market value of the land. Theappraised fair market
value of the land leased for right-of-way shall be determined
without regard to any enhancement in value attributable solely to the
construction of pipeline facilities on the land or the use of the land
for pipeline purposes. The lease price is payable annually in
advance on or before the anniversary of the lease. The appraised
fair market rental value shall be adjusted periodically under the
provisions of AS 38.05.105.
(b) The lessee shall reimburse the Jtate for all reasonable
costs incurred in monitoring the construction of the pipeline on
the right-of-way.
* Sec. 12. AS 38.35.150 is repealed.
* Sec. 13. AS 38.35.160 is amended to read:

Sec. 38.35.160. TRANSFER OF RIGHT-OF-WAY LEASE [, CERTIFICATES,]
OR PIPELINE. No lessee [CARRIER] may transfer [, ASSIGN,] or dispose cf
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in any manner its right-of-way lease, or any rights under the

lease, [OR ANY PIPELINE] subject to the lease, whether on state
[PUBLIC] Iland or other land in the state, either voluntarily or
involuntarily, directly or indirectly, or by transfer of control of any
corporation holding the lease [OR CERTIFICATE OR OWNING THE PIPELINE,]
cO any person, without notifying the commissioner [EXCEPT TO THE

EXTENT THAT THE COMMISSIONER, AFTER CONSIDERATION OF THE PUBLIC INTEREST
CONVENIENCE, AND NECESSITY, BY ORDER AUTHORIZES THE TRANSFER. THE
COMMISSIONER SHALL NOT UNREASONABLY WITHHOLD THIS AUTHORIZATION. THE
APPLICATION SHALL BE DISPOSED OF AS IF THE PROPOSED TRANSFEREE OR
ASSIGNEE WERE MAKING APPLICATION UNDER SECS. 50 - 100 OF THIS CHAPTER].
Sec. 1*1. AS 38-35-170 1is repealed and re-enacted to read:

Sec. 38.35.170. FORFEITURE OF LEASE. Failure to begin con—
struction of the pipeline facility within a reasonable time of the
granting of a right-of-way lease under this chapter for reasons witnin
the control of the lessee or failure of an rwner of an interest
in the granted right-of-way substantially to comply with the terms
of the right-of-way shall be grounds for forfeiture of the right-of-way
interest of the lessee or owner in an ac ion brought by the commis—
sioner in the superior court. Before the commencement of any action for
forfeiture of an interest in a right-of-way under this section,
the commissioner shall give the lessee or owner of the interest notice
in writing of the alleged default and shall not commence the proceeding
unless the lessee or owner of the interest has failed to initiate good
faith efforts to cure ,he default within 60 days of the notice of the
alleged default.

sec. 15. As 38.35.380 is repealed and re-enacted to read:
Sec. 38.35.180. INJUNCTIONS. When in the judgment of the
commissioner a person has violated or is about to violate a provision
-13- HB j
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of this chapter or covenant, term or condition of a lease, the

attorney general, on advice of the commissioner, may seek a

prohibition or mandatory injunction from the superior court to remedy
the violation.

Sec. 16. AS 38.35.190(b), (c) and (d), AS 38.35.200 and AS 38.35.220(d)
repealed.

Sec. 17. AS 38.35 is amended by adding a new section to road:

Sec. 38.35.225. JUDICIAL REVIEW OP DECISIONS OF COMMISSIONER ON
APPLICATION. (@) An applicant or competing applicant or a person
who raises objections within 60 days of the publication of notice under
sec. 10 of this chapter are the only persons with standing to seek
judicial review of a decision of the commissioner.

(b) The only grounds for which judicial review of a decision
of the commissioner are

(1) failure to follow the procedures set out in this
chapter; or
(2) abuse of discretion so capricious, arbitrary
or confiscatory as to constitute a denial of due process.
Sec. 18. AS 38.35.230 1is repealed and re-enacted to read:
Sec. 38.35.230. DEFINITIONS. In this chapter
(1) "commissioner"™ means tie commissioner of natural

resources;

(2) "natural gas"™ includes all hydrocarbons produced at
the wellhead not defined as oil;

(3* "oil" includes crude petroleum oil and other hydrocarbons
regardless of gravity which are produced at the wellhead in liquid
form and the liquid hydrocarbons known as distillate or condensate

recovered or extracted from gas, other than gas produced in association

with oil and commonly known as casinghead gas;
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D "product™ means refined crude oil, crude tops,
topped crude, processed crude petroleum, residue from crude petroleum,
cracking stock, uncracked fuel oil, fuel oil, treated crude oil,
residuum, gas oil, casinghead gasoline, natural gas gasoline,
naphtha, distillate, gasoline, kerosene, benzine, wash oil, waste oil,
blended gasoline, lubricating oil, blends or mixtures of petroleum and
any liquid products or by-product derived from crude petroleum oil or
natural gas;
(5) "state land™ means
(A) "state lands” as defined in AS 38.05.365;
(B) public land of the United States selected bythe
state under sec. 0 of the Alaska Statehood Act of 1958 (PL 85-508;
72 Stat. 399), as amended, and real property of the United
States transferred to the state under secs. 21, 35 and ~50f the
Alaska Omnibus Act of 1959 (PL 86 - 70; 73 Stat. 1~71), as
amended.
Sec. 19- AS 09.55m240(a)(12) is amended to read:
(12) [SUBJECT TO THE REQUIREMENTS OF THE ALASKA RIGHT-OF-WA
LEASING ACT OF 1972 (AS 38.35),] for the location of pipelines for
gathering, transmitting, transporting, storing, or delivering natural
or artificial gas or oil or any liquid or gaseous hydrocarbons,
including, but not limited to, pumping stations, terminals, storage
tanks, or reservoirs, and related installations.
Sec. 20 AS 38.05.020(c)(1) 1is amended to read:
(1) granting leases of state [PUBLIC] Uland [AND ISSUING
CERTIFICATES] for pipeline right-of-way purposes;
Sec. 21. AS 38.05.020(c)(2) 1is amended to read:
(2) leasing, purchasing, or- otherwise acquiring (including
condemning by declaration of taking) , easempnts or other interests 1in
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[ON PRIVATE OR FEDERAL] Uland In this state for thepurpose of utilising
or granting leases of the land, easements or interests for pipeline
right-of-way purposes;
Sec. 22. AS 38.05.020(c)(3) isrepealed.
Sec. 23. AS 38.05.020(c)(4) is amended to read:

(*0 investigating any matters concerning any lessee
[CARRIER] with a view to assuring compliance by it with its
right-of-way lease, [CERTIFICATES ISSUED UNDER THAT LEASE,] this
chapter, and any other applicable state or federal law;
Sec. 24. AS 38.05.330 is amended to read:

Sec. 38.05.330. PERMITS. The director, without the prior
approval of the commissioner, may issue permits, rights-of-way or
easements on state land for secondary roads, trails, ditches, field
gathering lines or transmission and distribution pipelines not
subject to AS 38.35, telephone and transmission lines, log storage,
oil well drilling sites and production facilities for the purposes
of recovering minerals from adjacent lands under validlease, and
other similar uses or improvements, or for the limitedpersonal use
of timber or materials. The commissioner, upon recommendation of the
director, shall establish a reasonable rate or fee schedule to be
charged for these uses. In the granting, suspension or revocation of
a permit or easement of lands, the director shall give preference to
that use of the land which will be of greatest economic benefit to the
s™ate and the development of its resources. However, Ffirst preference
shall be granted to the upland owner for the use of a tract of tideland,
or tideland and contiguous submerged land, which is seaward of the
upland property of the upland owner and which is needed by the upland

owner for any of the purposes for which the use may be granted.

Sec. 25. This Act takes effect on the day after its passage and
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approval

or on the day

it becomes

lav; without approval.

-17-

B 3

AGO 788122



Original sponsor: Rules Committee by

request of the Governor W miee
SENATE FINANCE COMMITTEE
1 IN THE mWFIE BY THE JTHH6I4HH=—03HE$FHVH
HCS for CS for SENATE BILL 3
2 67&-POB-HOHFjE- -Bi bfx-iKH - O-
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
A EIGHTH LEGISLATURE - FIRST SPECIAL SESSION
5 A BILL
rights-of-way for pipeline
6 For an Act entitled: "An Act relating to ]Jrees««-crfL-t*i"Chti?-0-*""*wa-y--ov-es*
7 éﬁk%; egéﬁﬁfj—£©p——t4>e— tVfcA-*T)&-£--044 T -r-txxd-ye ts- -or
hertrci“et-fAtro; and providing for an effective date."
) BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
n \Y4 i. AQ v .35 -n"n - nnmnrlrwl In revh ;
n . Sec. 30.35.020. GRANT OF RIGHT-OF-WAY LEASE. (aj[ Rights-of-way
u on state [STATE-OWNED] land including rights-of-way [RIGHT-OF-WAY ON,]
B over, under, along, across, or upon the right-of-way of a public
M road or highway or the right-of-way of a railroad or other public
utility, or [ON,] across, upon, over, or under a river or other body
of water or land belonging to or administered by the state may be
v granted by noncompetitive lease by the commissioner for pipeline
purposes for the transportation of oil, products or natural gas under
those conditions prescribed by law or [AND] by administrative regulation
0 Except to Die extent authorised by an oil and gas lease or unit
it agreement approved by the state, no person may engage 1in any
2 construction [, ACQUISITION] or operation of any [, OR TRANSPORTATION,
= SERVICE, OR SALE BY THE WHOLE OR A] part of an oil, products, or
2l natural gas pipeline, which in whole or In part is or is proposed to
2 be on state [PUBLIC] land [,] unless that person [IS A CARRIER AND]
% has obtained from the commissioner a right-of-way lease of the land
2/ under this chapter [AS WELL AS A CERTIFICATE THAT THE CONSTRUCTION,
e ACQUISITION, OPERATION, TF.ANSPORTAT; h, SERVICE, OR SALE, IF SUBJECT
n TO THE LEASE, Will BE IN ACCORDANCE WITH TfS TERMS],
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(b) This chapter does not require a right-of-way lease for the
construction or operation of field gathering lines.

Sec. 2. AS 38.35.030 1is amended to read:

Sec. 38.35.030. ABANDONMENT*. [OF OR] REDUCTION OR IMPAIRMENT OF
SERVICE OF PIPELINE BY LESSEE [CARRIER]. No lessee [CARRIER] may
abandon any portion of a pipeline that is [ON STATE PUBLIC LAND OR]
subject to a right-of-way [THE] lease, or abandon any operation”

[OR] transportation, service, or sale by it, or reduce or impair
service, unless the lessee [CARRIER] has first notified [APPLIED FOR
AND] the commissioner in the form and mannerprescribed byregulation.
To the extent that this requirement would interfere with or would be
inconsistent with federal or other state law or with regula .ons or
rulings of a federal regulatory agency or the Alaska Pipeline Commis—
sion, it 1is inapplicable [HAS GRANTED A CERTIFICATE THAT THE ABANDON—
MENT, REDUCTION, OR IMPAIRMENT IS IN ACCORDANCE WITH THE TERMS OF THE
LEASE].

Sec.3. AS 38.35.0*10 is amended to read:

Sec. 38.35.0*10. TEMPORARY OR EMERGENCY SERVICE OR F"TEMPORARY]
ABANDONMENT, REDUCTION OR IMPAIRMENT OF SERVICE BY LESSEE [CARRIER].
The commissioner may, either upon a request made in the forn he
requires [SHALL] by regulation [REQUIRE], or upon his own motion
without request, authorise or require temporary or emergency rendering
of service or temporary or emergency abandonment, reduction or impair—
ment of service by a pipeline of a lessee [CARRIER] without compliance
with secs. 50 - 100 of this chapter. Nothing in this section prevents
a lessee [CARRIER] from temporarily suspending operations in the
event of an emergency which threatens public health or safety; however,
notice shall be given the commissioner as soon as possible. JIrx-tITtr

-ex-bertfr-tHat-a-prevird-orr -of--H rra- iree-tr Bn -wow td-inter fcrr--wixfrin-inr
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llns section does not impose anv obiination wupon the lessee v.hich could
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inconsistent with federal or other state law or with regulations or
rulings of a federal regulatory agency or the Alaska Pipeline Commis—
sion. i-trrl-a-rhyy*rl-i“e-ableT

Sec. AS 38.35.050 is repealed and re-enacted to read:

Sec. 38.35.050. APPLICATIONS FOR RIGHT-OF-WAY LEASES. (a) A
person or persons desirinG to ov/n a pipeline which is proposed to be
located in whole or in part on state land, shall apply for a noncom—
petitive right-of-way lease of the state land.

(b) Applications under (a) of this section shall be made in a

fi\r>ni onrl mnevdow fvencpn LhoH  Her n.Cir]Jln’_‘eDn "

(©) All amendment to an application filed under this section
which constitutes a substantial change in the application is subject
to the provisions of this section applying to an original application.

Sec. 5. AS 38.35.060 is repealed.
sec. 6. AS 38.35.070 is amended to read:

Sec. 38.35.070. NOTICE OF APPLICATION. (a) Upon receiving
notification under sec. 30 or an application under sec. 50 [OR 60]
of this chapter, the commissioner shall

(1) cause notice of it to appear in a [THE] daily newspaper
of general circulation published in the vicinity of [NEAREST] the
location of the proposed pipeline, the notice to include:

(A) ageneral description ofthe land involved;
(B) asummary of the substanceof the application; and
(C)fj{}yaﬂﬁgJigd place of public hearing to be held

on the application;

(2) file copies of tho application with each coordinate
agency; [AND]

(3) furnish at cost copies of a notice or application to
persons requesting them; and

-3- CJ1b 3
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(A) provide other publication and notice he considers
reasonable and appropriate to Inform the public of the application.
Sec. 7. AS 38.J5.080 is amended to read:

Sec. 38.35.080. ANALYSIS [OF APPLICATION] AND PUBLIC NEARING.
(a) The commissioner shall, within a reasonable time after receiving
the application or notification, prepare an analysis of the application
or of the matter of which he was notified, including a proposal for
action if feasible; a proposed lease [OR CERTIFICATE OR BOTH] and a
general statement of his basis and purposes, if favorable action is
proposed; or, when a proposal for action is not feasible before a
hearing, a description of the subjects and Issues Involved.

(b) Upon completion of the analysis but not less than 30 days
before the date set for hearing an application or a substantial amend—
ment to an application or a matter cf which he was notified under
sec. 30 of this chapter, the commissioner shall publish notice, and
make copies available as proHéﬁed in sec. [0 of this chapter.

(¢) The commissioner mstrrT™ set all applications and matters of
which he was notified for public hearing as soon as practicable.

(d) Except to the extent specified in sec. 190(b) of this
chapter, the provisions of the Administrative Procedure Act (AS M.62)
do not apply to hearings held under this section.
sec. 8. as 38.35.100 is repealed and re-enacted to read:

Sec. 38.35.100. DECISION ON APPLICATION. (a) The commis—
sioner shall promptly determine, on an application filed with
him under sec. 50 of this chapter whether the applicant is fit,
willing and able to perform the transportation or other acts

proposed in a manner that will reasonably protect the lives,
properry and general welfare of the people of Alaska. In making

a determination the commissioner shall consider whether or not

CSHIB 3 -11-
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(1) tin?proposed use of the right-of-way v/ill

un—

reasonably conflict with existing uses of the land Involving a

superior public

capability to protect state and private property

capability to

impact,

(2) the applicant has the technical

(3) the applicant

interest;

lias the technical

and financial
interests;
and financial

take action to the extent reasonably practical to

(A) prevent any significant adverse environmental

including but not

limited to,

erosion of the surface

WX oo T w eivtubilianc 8 TV BE i Kbd x»@ Bl ¢t et vnziems ]

13)

tation; and

undertake any necessary restoration or revege—

(C) protect theinterests of individuals

in the general

area ofthe right- r-wav whorely on

living

fish,

wildlife and biotic resources of the area for subsistence

purposes;

Q)

the applicant has the financial

reasonably foreseeable damages for which he may become |

claims rising from the construction,

termination of the pipeline.

(b)

not fit,

proposed

px"operty
missioner shall
applicant

offer the applicant a

* Sec.

9.

Sec.

capability to pay

iable on

operation, maintenance or

IT the commissioner determines that the applicant is

willing, and able to perform the transportation or other

acts in a manner that will

and general

is fit, wil

AS 38.39.110
38.39.110.

welfare of the

ling, and able

lease,

reasonably protect the lives,

people of Alaska, tne com—

deny the application. If he determines

to perform, he shall

that the

promptly

is repealed and re-enacted to read:

TERM OF LEASE.
-5-

The commissioner shall
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determine the term of the lease. In making this determination he
shall take Into consideration the cost of the proposed pipeline,
Its useful life, and the probable financing requirements for the
proposed pipeline. Thereafter, upon application of a lessee, the
commissioner shall extend the term of the lease for additional
periods of time so long as the proposed pipeline is used for the
purposes for which the lease was granted and is in compliance with
all terms of the lease subject to additional terms and conditions
then reasonably required to protect the lives, property and general
welfare of the people of Alaska.
Sec. 10. AS 38.35.120 is amended to read:

Sec. 38.35.120. COVENANTS [REQUIRED] TO BE INCLUDED 1IN LEASE.
(@) A noncompetitive lease of state public land for a right-of-way
for an oil or natural gas pipeline valued at $1,000,000 or more may
be granted only upon the condition that the lessee [CARRIER] ex—
pressly covenants in the lease, in consideration of the rights

acquired by it under the lease, that

[(D) IT WILL OBTAIN A CERTIFICATE OF COMPLIANCE WITH THE
TERMS AND CONDITIONS OF THE LEASE BEFORE UNDERTAKING ANY CONSTRUC —
TION, ACQUISITION OR OPERATION OF OR TRANSPORTATION, SERVICE OR
SALE BY THE WHOLE OR ANY PART OF A PIPELINE ON STATE PUBLIC LAND,

INCLUDING THE PORTIONS OF THE PIPELINE NCT ON STATE PUBLIC LAND;

2) IT WILL UNDERTAKE AND COMPLETE OR REGULARLY PERFORM

WITHIN OR DURING THE TIME PERIOD AND IN ACCORDANCE WITH THE PROJECT
DESCRIPTION CONTAINED IN THE LEASE OR CERTIFICATE, THROUGHOUT THE
ENTIRE ROUTE OF THE PIPELINE IN THE STATE, BOTH ON STATE PUBLIC

LAND OBTAINED UNDER THE LEASE AND ON OTHER LAND, ANY CONSTRUCTION
OR ACQUISITION OR OTHER ACT REQUIRED TO BE PERFORMED IN CONJUNC —
TION WITH THE LEASE, OR OPERATION OF, OR TRANSPORTATION, SERVICE,

CSHB 3 _6-
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OR SALE BY THE PIPELINE IN GOOD FAITH AND IN ACCORDANCE WITH THE
LEASE AND CERTIFICATES, THIS CHAPTER, AND ANY OTHER APPLICABLE
STATE OR FEDERAL LAW;]

(3) It will perform all of it.s functions under the
as a common carrier; Jn perform!nr as a common carrier it will accept,
convey and transport without discrimination crude oil delivered to It
for transportation throughout Its route In accordance with applicable
statutes and tariffs; the common carrier covenant required by this
paragraph Hoes not apply to products lines or to a natural r,as pipeline
owned or operated by a lessee which 1is subject to regulation under the
Natural Gas Act (52 Stat . 821; 68 Stat;. 36) or by a lessee whlcbh Is
subject to regulation by state or political subdivisions with .juris—
diction to reriulate the rates and charges for sale of natural ras to
consumers In the state [ASSUMES THE STATUS OF AND WILL PERFORM ALL OF
ITS FUNCTIONS UNDERTAKEN UNDER THE LEASE AS A COMMON CARRIER AND WILL
ACCEPT, CONVEY, AND TRANSPORT ALL CRUDE OIL OR NATURAL GAS, DEPENDING ON
THE KIND OF PIPELINE INVOLVED, DELIVERED TO IT FOR TRANSPORTATION
FROM FIELDS IN THE VICINITY OF THE PIPELINE SUBJECT TO THE LEASE
THROUGHOUT ITS ROUTE BOTH ON STATE PUBLIC LAND OBTAINED UNDER THE
LEASE AND ON OTHER LAND; HOWEVER, WHERE THE LESSEE CARRIER OPERATES
A NATURAL GAS PIPELINE AND 1S SUBJECT BY VIRTUE OF THIS OPERATION
TO REGULATION UNDER THE NATURAL GAS ACT OF THE UNITED STATES (52 STAT.
821; 08 STAT. 36; 15 U.S.C. 717 ET SEQ.), IT WILL ASSUME THE
ni
THE LEASE AS A COMMON CARRIER AND SHALL PERFORM ALL OF THE ACRD

DESCRIBED IN THIS PARAGRAPH WHEN AT ANY TIME AFTER THE EXECUTION

CSHB 3
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[-.CO IT WILL ASSUME THE STATUS OF AND SHALL BE A COMMON
PURCHASER OF CRUDE OIL AND NATURAL GAS, DEPENDING UPON THE KIND OF
PIPELINE INVOLVED, THAT.IS PRODUCED FROM FIELDS IN THE VICINITY OF
THE PIPELINE SUBJECT TO THE LEASE AND SHALL PURCHASE CRUDE OIL
OR NATURAL GAS THAT IS OFFERED IT WHEN AT ANY TIME AFTER THE
EXECUTION OF THE LEASE THE COMMISSIONER AFTER PUBLIC HEARING
DETERMINES THAT ASSUMPTION OF THIS STATUS 1S REQUIRED IN ORDER TO
SUBSERVE THE PUBLIC INTEREST, .CONVENIENCE, AND NECESSITY;

(5) IT WILL ACCEPT, CONVEY, AMD TRANSPORT OR PURCHASE
CRUDE OIL OR NATURAL GAS WITHOUTtUNJUST OR UNREASONABLE DISCRIMINA-
TIOH IN FAVOR OF ONE PRODUCER OR PERSON, INCLUDING ITSELF, AS AGAINST
ANOTHER IN THE SAME FIELD, AND WITHOUT UNJUST OR UNREASONABLE
DISCRIMINATION AS BETWEEN FIELDS IN THE STATE BUT WILL TAKE THE
CRUDE OIL OR NATURAL GAS, DEPENDING ON THE KIND OF PIPELINE INVOLVED,
DELIVERED OR OFFERED IN THE PROPORTION THAT THE COMMISSIONER SHALL,
AFTER A FULL HEARING WITH DUE NOTICE TO THE INTERESTED PARTIES AND
A PROPER FINDING OF FACTS, DETERMINE TO BE REASONABLE;

(6) IT WILL EXCHANGE CRUDE OIL OR NATURAL GAS, DEPENDING
UPON THE KIND OF PIPELINE INVOLVED, WITH EACH LIKE COMMON CARRIER
AND PROVIDE CONNECTIONS AND FACILITIES iOR THE INTERCHANGE OF CRUDE OIL
OR NATURAL GAS AT EVERY LOCALITY REACHED BY BOTH PIPELINES WHEN
THE NECESSITY EXISTS, SUBJECT TO RATES AND REGULATIONS MADE BY THE
APPROPRIATE STATE OR FEDERAL REGULATORY AGENCY;]

-HrpR-tL- 1-0- ru-rc-hn-s-e,

ilmc- he— Hi-w -id4v4tU«ti- j-n*r-esl.— In- the- ciilJ.un
el WAMN-T-n- Lk * - —hod we
per-een-R-t- ) >mm-P-ite
hftti-irV—8-F- 'mpmto 1mi] iw; itui-p LUF-.3L-iL_LIncd-h/
(7) it will afford the state a first opportunity to nego-

tiate for the purchase of any interest in the pipeline offered for
sale by it on the same terms offered any other potential purchaser,
provided that this obligation will not interfere or supersede contract
rights or obligations existing among the proposed owners of the pipe-

line at the time the right-of-way lease is granted.

-8- AGO 788130
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j\u.j~as”3r>-.a.>»plQclir,a.-suJxliiC t~l.ruaay.Pcar.t»tQ o kO."‘l *asé&

purMjvvi-a— i-erenmm”elal-rir.ht -Lo_ purchase. ._te._..Interest. ,cn mthe.-sa.roe.-.terr.S-.

I"-W" m &= rv-bon —lilde. - £wyesrur chas-er ko s~.; “&ackfry
—irHrri ;i""antr trb-i"e- CT nui"e hr.3e*~it:-bu t~thg—cfrafre'"raey"—no'.*?vom»£pe»?—rit6—y»0>
~Aharr-e~tctai-undivided- interest of.-_£i.v&--oeg-cent~i-n>-the. -enli&v&-3.Qnxfrh
&E- the—dine l-i-ne- wi-th in- tays-sivat-e- [THE LESSEE GRANTS TO THE STATE
THE RIGHT TO PURCHASE, UPON REASONABLE NOTICE, AN UNDIVIDED INTEREST
IN THE ENTIRE LENGTH OP THE PIPELINE WITHIN THE STATE NOT TO EXCEED
20 PER CENT; THE PURCHASE PRICE SHALL BE AT A REASONABLE FIGURE SET
OUT IN THE LEASE AT THE TIME OF THE LEASE®"S EXECUTION; PURCHASE OF
THIS INTEREST MAY, AT THE OPTION OF THE STATE, BE MADE IN STAGES;
EXERCISE OF AN OPTION TO PURCHASE AN INTEREST IN A PIPELINE PROJECT
OR FACILITY IS SUBJECT TO THE APPROVAL OF THE LEGISLATURE; THE
INCURRING OF ANY BONDED INDEBTEDNESS BY THE STATE TO IMPLEMENT THE
EXERCISE OF ITS OPTION UNDER THIS PARAGRAPH 1S SUBJECT TO VOTER
APPROVALT];

(8) it will maintain and prenerve books, accounts,

records [, PAPERS, AND CORRESPONDENCE AND OTHER RECORDS] and will make

those reports that the otate may prescribe by regulation or lavw/ as

-9- CSHD 3
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necessary and appropriate for purposes of administration of this

chapter;

(9) it will accord at all reasonable times to the state

and its authorized agents and auditors the right of access to its
property and records, of inspection of its property, and of examination
and copying of records;

(10) it will provide, where economically feasible [AND
CONSISTENT WITH THE PRIMARY FUNCTION OF THE LINE], connections [AND
FACILITIES] on the pipeline -im-bj-ec-tr-to-t-he-deasir, [BOTH ON STATE
LAND AND OTHER LAND IN THE STATE,] for the purpose of delivering
crude oil °5r”ﬁfﬁﬁ%fpé?a%nrﬁ%ﬁﬁTﬂﬁﬁﬂ on the kind of pipeline involved,
to persons/contracting for the purchase at wholesale of crude oil
or natural gas transported by the pipeline [DESIRING TO PURCHASE WHO
ARE LOCATED IN MUNICIPALITIES IN THE VICINITY OF "THE PIPELINE];

(11) it will, at its o;;» expense, Guij.iig the term ui one
lease

(A) maintain the leasehold and pipeline in good
repair;

(B) exercise the highest degree of care in using the
leasehold and operating the pipeline [TO PREVENT A PIPELINE
INCIDENT];

(C) promptly repair or remedy any damage to [ OR
DESTRUCTION OF] the leasehold [OR PIPELINE];

(D) promptly compensate for or remedy any damage to
or destruction of public or private property resulting from
damage to or destruction of the leasehold or pipeline regardless
of fault, notwithstanding the limitations of AS *5.03.822(1)(8),

(C) and (D). and 46.03.622(2);
[(1?) IT WILL NOT TRANSFER, ASSIGN, OR DISPOSE OF IN ANY
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MANNER, DIRECTLY OR INDIRECTLY, OR DY TRANSFER OF CONTROL OF THE
CARRIER CORPORATION, ITS INTEREST IN A RIGHT-OF-WAY LEASE, OR ANY
RIGHTS UNDER THE LEASE, OR ANY PIPELINE SUBJECT TO THE LEASE, EXCEPT
AS AUTHORIZED BY THE COMMISSIONER, UPON APPLICATION BY THE CARRIER;
THE COMMISSIONER SHALL NOT UNREASONABLY WITHHOLD HIS CONSENT TO THE
TRANSFER, ASSIGNMENT OR DISPOSAL;]

(13) it will file with the commissioner a written appoint—
ment of a named permanent resident of the state to be its registered
agent in the state and to receive service of notices, regulations,
decisions and orders of the commissioner: if it fails to appoint an
agent for service, service may be made by posting a copy in the
offiue of the commissioner and filing a copy of it in the office
of the lieutenant governor and by mailing a cony to lessee®s last
known address;

(14) the applicable law of this state will be used in
resolvingquestions of interpretation of the leasej_

(IB) it will be liable to the state for damages or
injury incurred by the state caused by the construction, operation
oi* maintenance of the pipeline and it will Indemnify the state for
the liabilities or damages;

(16) it will procure and furnish liability and property
damage Insurance from a company licensed to do business in the state
or furnish other security or undertaking upon the terms and conditions
the commissioner considers necessary if the commissioner finds that
the net assets of the lessee are insufficient to protect the public
from damage for which the lessee may be liable arising out of the

construction or operation of the pipeline;
(17 it will not interfere with const ruction and oneray, ionof
any oilor gas pipeline authorised by the commissioner for locatl>non

-11- CSHB 3
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right-of-way, subject to compensation of the prior lessee by the subse—
quent lessee for any damage to or interference with the operation of the
prior pipeline caused by construction of the subsequent pipeline.

(b) The lease will also contain terms and conditions that arc

reasonably necessary to obligate the lessee, to the extent reasonably

practicable, to

(1) prevent conflicts with other existing uses of the land

involving a superior public Interest;

(2) protect state and private property interests;

(3) prevent any significant adverse environmental impact,
including but not limited to the erosion of the surface of the land,
and damage to fish and wildlife and their habitat;

(*0 restore and revegetate during the teirn and at termination

of the lease; and

(5) protect the Interests of individuals living in the

general area of the right-of-way who rely on the fish, “wildlife, and
biotic resources of the area for subsistence purros s”

(©) In the event the commissioner proposes to offer a lease or
leases to two or more lessees for the same pipeline, the commissioner
may Include terms in the leasel or leases which establish the linmit
of the obligations and liabilities of each lessee arising under this
chapter or under the le-ase or leases.

(d) The lease may contain other terms and conditions that will
reasonably protect the lives, property and general welfare of the
people of Alaska.

Sec. 11. AS 38.35.130 is amended to read:

Sec. 38.35.130. RIGHT-OF-WAY EASEMENTS OR LEASES
ACQUIRED FROM OTHERS. (@) The lessee may [LEASE SHALL CONTAIN THE

FURTHER EXPRESS AGREEMENT BY THE CARRIER THAT

CSHB 3 -12-
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(1) IT WILL, UPON A DETERMINATION BY THE COMMISSIONER AND
UPON REASONABLE CONDITIONS AND AT A JUST PRICE, CONVEY TO THE STATE
AW RIGFTS-OF-WAY, RIGHT-OF-WAY PERMITS, EASEMENTS, OR LEASES PREVIOUSLY
ACQUIRED OR TO BE ACQUIRED FOR RIGHT-OF-WAY PURPOSES FOR THE PIPELINE
SUBJECT TO THE LEASE;

(2) THE STATE RESERVES TO ITSELF AND THE LESSEE GRANTS TO
THE STATE THE SOLE RIGHT TO CONDEMN, BY DECLARATION OF TAKING, REAL
PROPERTY FOR RIGHT-OF-WAY PURPOSES AND TO ACQUIRE TO THE EXTENT
FEDERALLY PERMISSIBLE LEASES OF OR EASEMENTS OR RIGHTS-OF-WAY ON
PUBLIC LANDS BELONGING TO THE UNITED STATES IN THIS STATE, Ii.CLUDINC-
"WITHDRAWN PUBLIC LANDS" AS THAT TERM IS DEFINED IN SECS. 3(E), 17(C)
AND (D)(3), AND 22(1) OF THE ALASKA NATIVE CLAIMS SETTLEMENT ACT
(PL 92-203; 85 Sl iT. 0688; "3 u.s.c. 1col ET SEQ.), REQUIRED FOR RIGHT-
OF-WAY PURPOSES FOR THE PIPELINE SUEJECT TO THE LEASE;

(3) THE CARRIER WILL], if the commissioner delegates the
function to it, condemn, by declaration of taking, under
AS 09.55."120 - 09.55.750, real property and acquire leases of or
easements or rights-of-way on [PUBLIC] lands in the state [BELONGING TO
THE UNITED STATES, INCLUDING "WITHDRAWN PUBLIC LANDS"] required for
right-of-way purposes for a [THE] pipeline subject to the lease, on
behalf of and as agent for the state, in which title to or interest
in the land shall vest.

(b) The lease shall contain a covenant [REQUIRED BY THIS SECTION

SHALL BE ACCOMPANIED BY A PROVISION] that the land, right-of-way,
or easement acquired under this section is or will form part of the
land leased to the lessee [CARRIER].

Sec. 12. AS 38.35.170 1is repealed and re-enacted to read:
Sec. 38.35.1"t0. PAYMENT OF RENTAL AND COSTS. (a) The lease

price for a right-of-way lease shall be the annual fair Let

-13- CSHLV 3
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rental of the state lands included in the right-of-way based on the
appraised fair market value of the land. ~le-arppi®ised-~lrTnarkcfc-
vaitie -&--the - land- leaaed—'ﬁkr——righfe—of—way——o4h41——bo—-defcenM—Hed—
—Wit—heﬂ:——regard——to—any——onheneomer1t—ln——velue——attributabIe——eedeljk—to—tho—
-eoirstmc-t-i-en-of-p-ipe-M-rre-fac-H-1ib ie-s--on- the--i-and -or- -the-aae- e P -bite-4 end
-ftn—p ip'crl-ine-pttrposcs-. The lease price is payable annually in
advance on or before the anniversary of the lease. The appraised

fair market rental value shall be adjusted periodically under the
provisions of AS 38.05 105.

(b) The lessee shall reimburse the state for all reasonable

costs incurred in monitoring the construction of the pipeline on

the right-of-way.

Sec. 13. AS 38.35.150(b) and (c) are repealed.

Sec. 14. AS 38.35.160 1is amended to read:

Sec. 38.35.160. TRANSFER OF RIGHT-OF-WAY LEASE [, CERTIFICATES,]

OR PIPELINE. No lessee [CARRIER] may transfer [,ASSIGN,] or dispose
of in any manner its right-of-waylease, or anyrights under the

lease, or any pipeline subject to the lease, whether on state [PU3LJ.C]
land or other land in the state, either voluntarily or involuntarily,
cirectly or indirectly, or by transfer of control of any corporation
holding the lease [OR CERTIFICATE OR OWNING THE PIPELINE,] to any
person other than another owner of the pipeline (Including subsidiaries,
parents and affiliates of the owners), except to the extent that the
commissioner, after considerathnﬁoof—~ﬁthrmmmﬁiihﬂijemsb7—00nvtnlenﬁen
eand--noo0-&s-:Ltyr by order authorizes the transfer. The commissioner
shall not unreasonably withhold this authorization. The application
shall be disposed of as if the proposed transferee or assignee were

making application under secs. 50 - 100 of this chapter.

Sec. 15. AS 38.35.170 is repealed and re-enacted to read:

3 * whether the proposed transrVree is fit, willing and <He toperforml 1
transports lon or other acts proposed in n ii.inner that wil i reason.;!)] 7/
the lives, property and roneral welfare of the people of Alasl.a, 1

AGO 7881
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Sec. 38.35.170. FORFEITURE OF LEASE. Failure to begin con—
struction of the pipeline facility within a reasonable time of the
granting of a right-of-way lease under this chapter for reasons within
the control of the lessee or failure of an owner of an interest
in the granted right-of-way substantially to comply with the terms
of the right-of-way are grounds for forfeiture of the right-of-way
interest of the lessee or owner in an action brought, by the commis—
sioner in the superior court. Before the commencement 01 any action for
forfeiture of an interest in a right-of-way under this section,
thiC CIT. . T.1.£22.11. £xve Inss*?? (2=owner np t*hp ].nf].prpSt*. notios
in writing of the alleged default and shall not commence the proceeding
unless the lessee or owner of the interest has failed to Initiate good
faith efforts to cure the default within 60 days of the notice of the
alleged default.

Sec. 16. AS 38.35*180 is repealed and re-enacted to read:

sec. 38.35.180. INJUNCTIONS. When in the judgment of the
commissioner a person has violated or is about to violate a provision
of this chapter or covenant, term or condition of a lease, the
attorney general, on advice of the commissioner, may seek a
prohibition or mandatory injunction from the superior court to remedy

the violation.

* Sec. 17. AS 38.35.190(c) and (d), AS 38.35.200 and AS 38.35.220(d)

are repealed.

* Sec. 18. AS 38.35 is amended by adding a new section to read:

Sec. 38.35.225. JUDICIAL REVIEW OF DECISIONS OF COMMISSIONER ON
APPLICATION. (a) An applicant or competing applicant or a person
who raises objections within 30 days after decision following the hearin

under sec. 80 of this chapter ai'e the only persons with igandifﬁb t% ? ek
. . .unaer Sec. 0 IS
Judicial TevView 0f a decision 0f the COmMMmlssion.ed.

-15- CHES 3
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(b) The on(%r ggeundfoo rfihcllécb p \I(iew of a decision of the

commissioner/are

(1) failure to follow the procedures set out in this
chapter; or

(2) abuse of discretion so capricious, arbltrary or con-—
fiscatory as to constitute a denial of due process.

Sec. 19. AS 38.35.230 is repealed and re-enacted to read:
sec. 38.35.230. DEFINITIONS. In this chapter

(1) "commissioner”™ means the commissioner of natural
resources;

(2) "lease™ means the instrument or extension of an instru—
ment issued under this chapter granting a leasehold interest in state
land for pipeline right-of-way purposes to a person and authorizing
the construction or operation of, or transportation, service or sale
by a pipeline for crude oil, natural gas, or products;

(3) "natural gas" includes all hydrocarbons produced at
the wellhead not defined as oil;

(4) "oil" includes crude petroleum oil and other hydrocarbons
regardless of gravity which are produced at the wellhead in liquid
form and the liquid hydrocarbons known as distillate or condensate
recovered or extracted from gas, other than gas produced in association
with oil and commonly known as casinghead gas;

(5) "pipeline” or "pipeline facility" means all the facili—
ties of a total system of pipe (whether owned or operated under a
contract, agreement, or lease) used by a carrier for transportation
of crude oil, natural gas, or products for delivery, for storage, or
for further transportation, and including all pipe, pump or compressor

stations, station equipment, tanks, valves, access roads, bridges,

airfields, terminals and terminal facilities, including docks and

CSHB 3 -16-
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tanker loading facilities, operations control center for both the
upstream part of the pipeline and the terminal, tanker ballast treat—
ment facilities, and fire protection syscem, communication system,

and all other facilities used or necessary for an integral line of
pipe, taken as a whole, to effectuate transportation, including an
extension or enlargement of the line;

(6) "product”™ means refined crude oil, crude tops,
topped crude, processed crude petroleum, residue from crude petroleunm,
cracking stock, uncracked fuel oil, fuel oil, treated crude oil,
residuum, gas oil, casinghead gasoline, natural gas gasoline, naphtha,
distillate, gasoline, kerosene, bensine, wash oil, waste oil,
blended gasoline, lubricating oil, blends or mixtures of petroleum and
any liquid product or by-product derived from crude petroleum oil or
natural gas;

w4~ “state land" means

(A) "state lands" as defined in AS 38.0ii.365j
(B) public land of the united States selected by the
state under sec. 6 cf the Alaska Statehood Act of 1958 (PL 85-50?
72 Stat. 399), as amended, and real property of the United States
transferred to the &ta? o under secs. Z~. 35 ana "5 of the Alt ,ia

Omnibus Act of 1959 (PL 86 - 70; 73 Stat. 171), as amended;

/  TFNFm oF.~Remm oF=t-Fom.o—Fmmmmm = — = = * % _ _ty ~v-Jr-2r
mn s _toMVME* N d wm e nQrhmminATi
fc-nrr-~rh*" “érh-:- - r—-_-*-rfr-r- -*....... B tv-hh--
rrTrr-c-r.r-—h- -err m r<s—  — % —_ rh-=--rr-— ~rn“Ar rkhrrr.r
Cf<577577?- _— - r—rmm—n——:—r7—r—r——t1—vﬁnrr—rnrﬂrhrhﬂm

rrrt/-or-t-ti— —r
ﬂ) 1J epnrtat! =™ means. : .- Jxnjiit <> carriage by a

<1/ r.-VBh
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pipeline of crude oil, natural gas, or products from an upstreanm
terminus in one or more fields or points ofproduction orsupply of
the minerals to a downstream terminus in one or more points for
delivery of the minerals to a purchaser or consignee, for storage,
or for further carriage or shipment, including shipment or carriage
within the state that may be classified as interstate or foreign
transportation to the extent that the transportation may constitution—
ally be subjected to the provisions of this chapter, as well as all
services necessary to effectuate shipment or carriage, including,
among other things, the receipt, storage, processing, handling, trans-—
fer in transit, forwarding, and delivery ofthe minerals.

* Sec. 20. AS 09-55-2A0(3)(12) is amended tcread:

(12) [SUBJECT TO THE REQUIREMENTS OF THE ALASKA RIGHT-OF-WAY
LEASING ACT OF 1972 (AS 38.35),] for the location of pipelines for
gathering, transmitting, transporting, storing, or delivering natural
or artificial gas or oil or any liquid or gaseous hydrocarbons,
including, but not limited to, pumping stations, terminals, storage
tanks, or reservoirs, and related installations.

* Sec. 21. AS 38.05.020(c)(1) 1is amended to read:

(1) granting leases of state [PUBLIC] land [AND ISSUING

CERTIFICATES] for pipeline right-of-way purposes;
* Sec. 22. AS 38.05.020(c)(2) is amended to read:

(2) leasing, purchasing, or otherwise acquiring (including
condemning by declaration of taking), easements or other interests in
[ON PRIVATE OR FEDERAL] Iland in this state for the purpose of utilizing
or granting leases of the land, easements or interests for pipeline
right-of-way purposes;

* Sec. 23. AS 38.05.020(0)(4) is amended to read:

(* investigating any matters concerning any lessee

CSHB 3 _18-
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[CARRIER] with a view to assuring compliance by it with its
right-of-way lease, [CERTIFICATES ISSUED UNDER THAT LEASE,] this
chapter, and any other applicable state or federal lav;;

Sec. 24. AS 38.05.330 is amended to read:

Sec. 38.05.330. PERMITS. The director, without the prior
approval of the commissioner, may issue permits, rights-of-way or
easements on state land for secondary roads, trails, ditches, field
gathering lines or transmission and distribution pipelines not
subject to AS 38.35, telephone and transmission lines, log storage,
oil well drilling sites and production facilities for the purposes
of recovering minerals from adjacent lands under valid lease,and
other similar uses or improvements, or for the limited personaluse
of timber or materials. The commissioner, upon recommendation of the
director, shall establish a reasonable rate or fee schedule to be
charged for these uses. In the granting, suspension or revocation of
a permit or easement of lands, the director shall give preference to
that use of the land which will be of greatest economic benefit to the
state and the development of its resources. However, first preference
shall be granted to the upland owner for the use of a tract of tideland,
or tideland and contiguous submerged land, which is seaward of the

upland property of the upland owner and which is needed by the upland

owner 91y 205 1 1S MIRBSES, 94 RIS L e Qg g tpnted

* sec.=35] This Act takes effect on the day after its passage and

approval or on the day it becomes law without approval.

-19- CSHB 3

AGO 788L"i



Sec. 25. The Commissioner of natural Resources shall submit

to the Second Session of the Eighth Legislature not later than
March 1, 197~ a full report covering all lands conveyed under
provfsior.s of AS 3B.05.063 and .076. The repox't shall contain

a description of all parcels conveyed under the Act including
acreage (to include a detailed plat of each parcel), land classi-
fication, appraised value, lease or sale value, proposed land
useage, and any other information the Commissioner may feel neces-
sary to an understanding of the particular disposal.

Sec. 26. AS 38.05.063 and .076 are repealed effective March 1,
197%»,

AGO 788142
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Original sponsor: Rules Committee by Offered:  11/2/73

request of the Governor Referred: Finance

IN THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE BILL NO. 3
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

A BILL

For an Act entitled: "An Act relating to leases of rights-of-way over

BE

*

state land for the transportation of oil, products or

natural gas; and providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS 38.35-020 is amended to read:

Sec. 38.35.020. GRANT OF RIGHT-OF-WAY LEASE. (a)_Rights-of-way
on state [STATE-OWNED] land including rights-of-way [RIGHT-OF-WAY ON,]
over,under, along, across, orupon the right-of-way of apublic road
orhighwayor the right-o.”-way of a railroad or other publicutility,
or [ON,] across, upon, over, or under a river or other body of water
or land belonging to or administered by the state may be granted by
noncompetitive lease by the commissioner for pipeline purposes for the
transportation of oil, products or natural gas under those conditions
prescribed by law and by administrative regulation. No person may
engage in any construction [, ACQUISITION] or operation of any
[, OR TRANSPORTATION, SERVICE, OR SALE BY THE WHOLE OR A] part of an
oil, products, or natural gas pipeline, which n whole or in part is
or Is proposed to be on state [PUBLIC] land, except in conformity with
the terms of a right-of-way lease of that land, issued by the commis—
sioner under this chapter [UNLESS THAT PERSON IS A CARRIER AMD HAS
OBTAINED FROM THE COMMISSIONER A RIGHT-OF-WAY LEASE OF THE LAND UNDER
THIS CHAPTER AS WELL AS A CERTIFICATE THAT THE CONSTRUCTION, ACQUISITION
OPERATION, TRANSPORTATION, SERVICE, OR SALE, IF SUBJECT TO THE LEASE,
WILL BE IN ACCORDANCE WITH ITS TERMS].

-1- CSSB 3
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(b) The commissioner may by regulation exempt the construction
or operation of field gathering lines or any reasonable classification
of them from the requirement of a right-of-way lease under this
chapter.

*Sec. 2. AS 38.35.030 is amended to read:
Sec. 38.35.030. ABANDONMENT~ [OF OR] REDUCTION OR IMPAIRMENT OF

SERVICE OF PIPELINE [BY LESSEE CARRIER]. No lessee [CARRIER] may
abandon any portion of a pipeline that is [ON STATE PUBLIC LAND OR]
subject to a [THE] lease granted under this chapter, or operation or
transportation, service, or sale by it, or reduce or impair service,
except in accordance with the terms of the lease or sec. 0 of this
chapter [UNLESS THE CARRIER HAS FIRST APPLIED FOR AND THE COMMISSIONER
HAS GRANTED A CERTIFICATE THAT THE ABANDONMENT, REDUCTION, OR IMPAIR-—
MENT IS IN ACCORDANCE WITH THE TERMS OF THE LEASE].

*Sec. 3. AS 38.35.040 is amended to read:

Sec. 38.35.040. TEMPORARY OR EMERGENCY SERVICE OR TEMPORARY
ABANDONMENT, REDUCTION OR IMPAIRMENT OF SERVICE BY LESSEE [CARRIER].
The commissioner may, either upon a request made in the form he shall
by regulation require, or upon his own motion without request, authorise
or require temporary or emergency rendering of service or temporary
or emergency abandonment, reduction or Impairment of service bya
pipeline of a lessee [CARRIER] without compliance with secs. 30and
50 - 100 of this chapter. Nothing in this section prevents a carrier
from temporarily suspending operations In the event of an emergency
which threatens public health or safety; however, notice shall be
given the commissioner as soon as possible.

* Sec. 4. AS 38.35.050 is repealed and re-enacted to read:

Sec. 38.35.050. APPLICATIONS FOR RIGHT-OF-WAY LEASES. @ A

person or persons desiring to engage in construction, acquisition or

SSB 3 -2-
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operation of a pipeline which is proposed to be located in whole or
in part an state land, shall apply for a noncompetitive right-of-way
lease of the sr,ate land under this chapter.

(b) Applications under (a) of this section shall be made in a
form and manner prescribed by regulation, and shall include any and
all data, information, plans and exhibits which the commissioner
determines are necessary to prepare the analysis required by sec. 80
of this chapter and to make a decision under sec. 100 of this chapter,

(c) The application filed under chis section shall be incorporated
into any right-of-way lease issued in response to it and shall become
a part of the terms and conditions of the lease.

(d) Any amendment to an application filed under this section
which constitutes a substantial change -in the application is subject
to all provisions ol this chapter applying to an original application.

(e) All persons owning or planning to own interest in a pipeline
or proposed pipeline subject to a lease, and every corporation or
association employed or to be employed to operate the pipeline, must
join in the application under (a) of this section.

Sec. 5- AS 38.35.060 is repealed.
Sec. 0. AS 38.35.070 is amended to read:

Sec. 38.35.070. NOTICE OF APPLICATION. Upon receiving an applica—
tion under sec. 50 [OR 60] of this chapter, the commissioner shall
within 30 days

(1) cause notice of it to appear in the daily newspaper
of general circulation published nearest the location of the proposed
lipellne;

(2) file copies of the application with the Departments of
Labor, Highways, and Environmental Conservation, and the Alaska Pipeline
Commission [EACH COORDINATE AGENCY]; and

-3- CSSB 3
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3) make copies available for public inspection [FURNISH
AT COST COPIES OF A NOTICE OR APPLICATION TO PERSONS REQUESTING THEM],
* Sec. 7. AS 38.35.080 is amended to read:

Sec. 38.35.080. ANALYSIS OF APPLICATION AND PUBLIC HEARING. (@)
The commissioner shall, within 90 days [A REASONABLE TIME] after
receiving the application, prepare an analysis of the application,
including a proposal for action if feasible; a proposed lease [OR
CERTIFICATE OR BOTH] and a general statement of his basis and purpose,
if favorable action is proposed; or, when a proposal for action is
not feasible before a hearing, a description of the subjects and issues
involved.

(b) Upon completion of the analysis but not less than 30 days
before the date set for hearing an application or a substantial amend—
ment to an application, the commissioner shall publish notice, and
make copies available as provided in sec. 70 of this chapter.

(c) The commissioner shall hold a public hearing on an applica—
tion within 120 days of receiving it [SET ALL APPLICATIONS FOR PUBLIC
HEARING AS SOON AS PRACTICABLE].

* Sec. 8. AS 38.35.090 is amended to read:

Sec. 38.35.090. MULTIPLE APPLICATIONS FOR SAME LEASE. When the
commissioner receives within a 30—day period two or more applications
relating to the same or substantially the same subject matter, he
shall consider the applications upon a comparative basis. [THE
COMMISSIONER MAY EXTEND THE TIME WITHIN WHICH A CARRIER MAY SUBMIT
AN APPLICATION FOR CONSIDERATION UPON A COMPARATIVE BASIS WITH A
PREVIOUSLY FILED APPLICATION.]

* Sec. 9. AS 38.35.100(a) 1is amended to read:

(a) The commissioner shall determine, on an application filed

with hin under sec. b0 of this chapter for a right-of-way lease of

CSSB 3 -4-
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state [PUBLIC] land [OR FOR A CERTIFICATE] under a lease, whether the
applicant Is fit, willing, and able to perform the transportation or
other acts proposed and to conform to the provisions of the proposed
right-of-way lease [OR CERTIFICATE,] and of this chapter, and whether
the proposed construction, acquisition, or operation [OF OR TRANSPORTA—
TION, SERVICE, OR SALE BY THE PIPELINE] is or will be required by
the present or future public interest [AND NECESSITY]. If the commis—
sioner makes these determinations favorably to the applicant, then
he may grant the whole or part of the application. Otherwise, he
shall deny the application. In order to grant the whole or part of
the application the commissioner shall offer a lease [OR CERTIFICATE]
to the applicant for its acceptance through signing of the lease [OR
CERTIFICATE] and agreeing to comply with its terms, conditions, and
obligations and with his chapter. Only upon proper acceptance of
offered lease [OR CERTIFICATE] by the applicant within 30 days after
its having been presented is the grant of the application consummated.
Sec. 10. AS 38.35.100(b) and (c) are repealed.
sec. 11. AS 38.35.H0 isamended to read:

Sec. 38.35.110. TERM OF LEASE. Each lease of state [PUBLIC]
land for pipeline right-of-way purposes shall contain a provision that
the lease shall run for a specified term of not greater than QQ [25]
years, and shall be renewable for additional periods of up to 10 years
each, so long as the lessee is in full compliance with all state law,
including but not limited to state law pertaining to regulation and
taxation of the pipeline facility, and Is in compliance with all terms
of the lease.
* sec. 12. As 38.35.i20 is repealed and re-enacted to read:

Sec. 38.35.120. COVENANTS REQUIRED TO BE INCLUDED IN LEASE. ()
A noncompetitive lease of state land for a right-of-way for an oil

-5- CSSB 3
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or natural gas pipeline valued at $1,000,000 or more may be granted
only upon the condition that the lessee expressly covenants In the
lease, in consideration of the rights acquired by it under the lease,
that

(1) it assumes the status of and will performall of its
functions undertaken under the lease as a common carrier and will
accept, convey, and transport without discrimination crude oil or
natural gas, depending on the kind of pipeline involved, delivered
to it for transportation from fields in the vicinity of the pipeline
subject to the lease throughout its route both on state land obtained
under the lease and on other land; however, a lessee who owns or
operates a natural gas pipeline subject to regulation either (A) undei
the Natural Gas Act (15 U.S.C. 717 et. seq.) of the United States, or
(B) by the state or political subdivisions with respect to rates and
charges for the sale of natural gas, is, to the extent of that regula—
tion, exempt from the common carrier requirement in this paragraph;
it will accept, convey, and transport crude oil or natural gas without
unjust or unreasonable discrimination in favor of one producer or
person, including itself, as against another in the same field, and
without unjust or unreasonable discrimination as between fields in the
state but will take the crude oil or natural gas, depending on the
kind of pipeline involved, delivered or offered in the proportion that
the Alaska Pipeline Commission shall, after a full hearing with due
notice to the interested parties and a proper finding of facts, deter—
mine to be reasonable;

(2) it will exchange crude oil or natural gas, depending
upon the kindof pipeline involved, with each like common carrier and

provide connections and facilities for the interchange of crude oil

or natural gas at every locality reached by both pipelines when the
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necessity exists, subject to rates and regulations made by the appro—
priate state or federal regulatory agency;

(3) the lessee grants the state the right to purchase,
reasonable notice, an undivided interest in the entire length of the
pipeline within the state, not to exceed 20 per cent; the purchase
price shall be calculated on the basis of the total value of carrier
property as defined by the ICC uniform system of accounts, plus
accumulated interest during construction and less depreciation after
commencement of operations; interest during construction shall be
calculated at an annual rate equivalent to 125 per cent of the best
interest rate offered during the year by the First National City Bank
of New York on 90-day loans to substantial and responsible commercial
borrowers; each lessee shall additionally agree not to sell, transfer
or otherwise dispose of all or any part of a pipeline subject in any
part to the lease except after offering such interest to the state,
to Which the lessee grants a preferential right to purchase such
Interest on the same terms offered by or to any bona fide, prospective
purchaser who 1is ready, willing and able to purchase same; exercise
of an option to purchase an Interest in a pipeline project or facility
is subject to the approval of the legislature; the incurring of any
bonded Indebtedness by the state to implement the exercise of its
option under this paragraph is subject to voter approval;

(t) the lessee shall transfer to the state any throughput
guarantees corresponding to the undivided interest acquired under
(3) of this subsection; the state shall provide for the repayment of
the outstanding debt incurred by the. lessee whose undivided interest
share 1is acquired under (3) of this subsection, either by undertaking

the debt directly if that is acceptable to the lender, or by dis—

charging the applicable outstanding debt, including any penalties for
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prepayment, and undertaking its own debt;

(5) it will maintain and preserve books, accounts, and
records and will make those reports that the state may require under
AS 42.06.430;

(6) it will accord at all reasonable times to the state and
its authorized agents and auditors the right of access to its property
and records, of inspection of its property, and of examination and
copying of records;

(7) it will provide, if the expense involved will not impair
the ability of the lessee to perform its duty to the public as a
common carrier, connections to facilities on the pipeline subject to
the lease, both on state land and other land in the state, for the
purpose of delivering crude oil or natural gas, depending upon the
kind of pipeline involved, to persons (Including the state and its
political subdivisions) contracting for the delivery or purchase at
wholesale or exchange of crude oil or natural gas transported by the
pipeline;

(8) it will extend or enlarge the pipeline or storage
facilities if the expense Involved will not impair the ability of the
lessee to perform its duty to the public as a common carrier and such
extension or enlargement is determined by the Alaska Pipeline Commis—
sion to be in the public Interest;

(9) it will, at its own expense, during the term of the

lease
(A) maintain the leasenold and pipeline in good repair;
(D) promptly repair or remedy any damage to the lease—
hold ;
© promptly compensate for any damage to or destruction

of property for which the lessee 1is liable resulting from damage
3 -8-

AGO 788150
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to or destruction of the leasehold or pipeline;

(10) it will not transfer, assign, or dispose of in any
manner, directly or indirectly, or by transfer of control of the
carrier corporation, 1its interest in a right-of-way lease, or any
rights under the lease or any pipeline subject to the lease to any
person other than another owner of the pipeline (including subsidi—
aries, parents and affiliates of the owners), except to the extent
that the commissioner, after consideration of the public Interest,
authorizes; the commissioner shall not unreasonably withhold his
consent to the transfer, assignment or disposal;

(11) it will file with the commissioner a written appointment
of a named permanent resident of the state to be its registered agent
in the state and to receive service of notices, regulations, decisions
and orders of the commissioner; if it fails to appoint an agent for
service, service may be made oy posting a copy in the office of the
commissioner and filing a copy of it in the office of the lieutenant
governor and by mailing a copy to the lessee"s last known address;

(12) the applicable law of this state will be used in
resolving questions of interpretation of the lease;

(13) the granting of the right-of-way lease is subject to
the express c jndition that the exercise of the rights and privileges
granted under the lease will not unduly interfere with the management,
administration, or disposal by the state of the land affected by
the lease, and that the lessee agrees and consents to the occupancy
and use by the state, 1its grantees, permittees, or other lessees of
any part of the right-of-way not actually occupied or required by the
pipeline, or the full arid safe utilization of the pipeline, for neces—
sary operations Incident to land management, administration, or dis—

posal;

-9- CSSB 3
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(1*0 It will be liable to the state for damages or

Injury incurred by the state caused by the construction, operation

3 or maintenance of the pipeline and it will indemnify the state
A for the liabilities or damages;

1 (15) it will procure and furnish liability and

6 property damage insurance from a company licensed to do business

in the state or furnish other security or undertaking upon the

oo

terms and conditions the commissioner considers necessary if

the commissioner finds that the net assets of the lessee are
insufficient to protect the public from damage for which the lessee
may be liable arising out of the construction or operation of

the pipeline;

(16) it will construct and operate the pipeline in accor—
dance with aoplicable state laws and lawful regulations and orders
of the Alaska Pipeline Commission; however, the terms of a right-
of-way lease issued under this chapter shall not be considered
to permit or require a lessee, the commissioner, or the Alaska
Pipeline Commission to take any action that is in conflict with
federal law or with lawful regulations or orders of the Interstate
Commerce Commission or the Federal Power Commission.

(b) For a right-of-way lease granted under this chapter
for an oil or natural gas pipeline valued pt $1,000,000 or more
to be valid and of legal effect, it must contain the terms required
to be Inserted under t.ie provisions of secs. 110 - 150 of this
chapter. An oil or natural gas pipeline right-of-way lease granted
under this chapter that does not contain the required terms is
null and void and without legal effect and does not vest any

Interest in state land or any authority in the carrier granted

B B N B B B RBRRBp B & B E b BB B o

the lease.
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(©) The commissioner may, at his discretion, include any or all
of the terms set out in (a) of this section in leases of state land
for products pipeline right-of-way purposes.

Sec. 13. AS 38.35.130 is repealed and re-enacted to read:

Sec. 38.35.130. CONDEMNATION FOR RIGHT-OF-WAY PURPOSES. The
lease shall contain the further express agreement that the state
reserves to itself and the lessee grants to the state the sole right
to condemn real property for right-of-way purposes.

Sec. 14. AS 38.35.1**0 is repealed and re-enacted to read:

Sec. 38.35.170. PAYMENT OF RENTAL AND COSTS, (a) The lease
price for a right-of-way lease shall be the annual fair market rental
of the state lands included in the right-of-way based on the appraised
fair market value of the land. The appraised fair market value of
the land leased for right-of-way shall be determined without regard
to any enhancement in value attributable solely to the construction
of pipeline facilities on the land or the use of the land for pipe—
line purposes. The lease price is payable annually in advance on or
before the anniversary of the lease. The appraised fair market
rental value shall be adjusted periodically under the provisions of
AS 38.05.105.

(b) The lessee shall reimburse the state for all reasonable
costs incurred in monitoring the construction of the pipeline on the
right-of-way.

Sec. 15. AS 38.35.150 is repealed and re-enacted to read:

Sec. 38.35.150. ADDITIONAL PROVISIONS OF LEASE. (a) The com—
missioner may insert in any right-of-way lease other reasonable
provisions and conditions that he determines the public interest

requires.
(b) The lease will also cont tin terms and conditions that are
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reasonably necessary to obligate the lessee, to the extent reasonably

practicable, to

(1) prevent conflicts with other existing uses of the land
involving a superior public interest;

(2) protect state and private property interests;

(3) prevent any significant adverse environmental impact,
including but not limited to the erosion of the surface of the land,
and damage to fish and wildlife and their habitat;

(H) restore and revegetate during the terir and at termina—
tion of the lease; and

(5) protect the interests of individuals living in the
general area of the right-of-way who rely on the fish, wildlife, and
biotic resources of the area for subsistence purposes.

(©) In the event the commissioner proposes to offer a lease or
leases to two or more lessees for the same pipeline, the commissioner
may include terms in the lease or leases which establish the limit
of the obligations and liabilities of each lessee arising under this
chapter or under the lease or leases.
Sec. 16. AS 38.35.160 is amended to read:
Sec. 38.35.160. TRANSFER OF RIGHT-OF-WAY LEASE [, CERTIFICATES,]

OR PIPELINE. No lessee [CARRIER] may transfer, assign, or dispose of
in any manner its right-of-way lease, or any rights under the lease,
or any pipeline subject to the lease, whether on state [PUBLIC] Iland
or other land in the state, either voluntarily or involuntarily,
directly or indirectly, or by transfer of control of any corporation
holding the lease [OR CERTIFICATE] or owning the pipeline, to any
person other than another owner of the pipeline (including subsidiaries,

parents ard affiliates of the owners), except to the extent that the

commissioner, after consideration of the public interest by order
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authorizes the transfer. The commissioner shall not unreasonably
withhold this authorization. The application shall be disposed of
as iIf the proposed transferee or assignee were making application
under secs. 950 - 100 of this chapter.

Sec. 17. AS 30.35.170 1is repealed and re-enacted to read:

Sec. 38.35.170. FORFEITURE OF LEASE. Failure to begin construc—
tion of the pipeline facility within a reasonable time of the granting
of a right-of-way lease under this chapter for reasons within the
control of the lessee or failure of an owner of an interest in the
granted right-of-way substantially to comply with the terms of the
right-of-way shall be grounds for forfeiture of the right-of-way
interest of the lessee or owner in an action brought, by the commis—
sioner 1in the superior court. Before the commencement of any action
for forfeiture of an interest in a right-of-way under this section,
the commissioner shall give the lessee or owner of the interest notice
in writing of the alleged default and shall not commence the proceeding
unless the lessee or owner of the interest has failed to initiate
good faith efforts to cure the default within 60 days of the notice
of the alleged default.

Sec. 18. AS 35.38.180(c) 1is amended to read:

(c) Neither tills section nor the state®s obtaining an injunction
or recovering penalties extinguishes any civil cause of action or
criminal responsibility arising out of a violation of this chapter
or the provisions of [,] a right-of-way lease [, OR CERTIFICATE UNDER
A LEASE]. A person obtaining a money Judgment In an action arising
out of a violation is entitled to a reasonable attorney fee, fixed
by the court, to be taxed and collected as costs of the suit.

Sec. 19- AS 35.38.190(c) and (d) are repealed,
Sec. 20. AS 35.38.200 is repealed and re-enacted to read:
-13- CSSB 3
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Sec. 35.38.200. JUDICIAL REVIEW. An applicant or competing
applicant or a person who raises objections within 60 days of the filing
of an application for a right-of-way lease under this chapter are the
only persons having standing to contest the commissioner'3 decisions
in court.

Sec. 21. AS 35.38.210 is amended to read:

Sec. 35.38.210. DELEGATION OP COMMISSIONER®S AUTHORITY. The
commissioner may delegate to an employee of the Department of Natural
Resources or the Department of Lav; the authority granted under this
chapter, except for the authority to execute leases [AND CERTIFICATES].
Sec. 22. AS 35.38.220 is repealed and re-enacted to read:

Sec. 38.35.220. CONTINUED OPERATION OP EXISTING CARRIER. (a)
Persons holding easements, rights-of-way or permits for natural gas
pipelines on state land on May 20, 1972 are unaffected by this
chapter within the scope of their existing operations, normal expan—
sions and extensions of them so long as their original or present
purpose and function remains unchanged.

(b) Subject to (a) of this section if an existing right-of-way
is revocable or for a term of years, then upon revocation or expiration
this chapter applies.

(c) Applications for pipeline permits which have been filed
with the division of lands before May 20, 1572 shall be considered
as filed under this chapter but this does not otherwise restrict the
authority of the commissioner in acting on these applications under
this chapter; however, in the event the division of lands has, before
May 20, 1972, granted right-of-entry to an applicant or issued
a letter of no-objection to an applicant, and the applicant thereafter
fully complies with all of the terms and conditions originally speci—

fied by the division of lands or other agency, tiiese applications are
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an existing valid permit or easement on the effective date of this
chapter.
Sec. 23. AS 33.313.230(2) and (3) are repealed.

Sec. 24. AS 38.35.230(9) is amended to read:

(©)) "lessee [CARRIER]"™ means a person or persons [CARRIER]
holding a valid lease [AND CERTIFICATES UNDER IT] issued by the commis—
sioner;

Sec. 213. AS 38.35.230(17) is amended to read:
(17) "state [PUBLIC] Iland" means
(A) "state lands" as defined in AS 38.05.365;
(B) public land of the United States selected by the

state under sec. 6 of the Alaska Statehood Act of 1958 (PL 05-508;

72 Stat. 399), as amended, and real property of the Jnlted States

transferred to the state under secs. 21, 35 and 45 0;’the Alaska

Omnibus Act of 1959 (PL 86-70; 73 Stat. 141), as amended;

(C) any Interest owned by the state in land;
Sec. 26. AS 38.35 is amended by adding new sections to read:

Sec. 38.35.240. LEASE SAVINGS CLAUSE. A judicial finding that
any term or condition of a right-of-way lease issued under this
chapter is unlawful or Invalid may not operate to invalidate the lease
or any other term or condition of the lease.

Sec. 38.35.250. FEDERAL PREEMPTION. To the extent that the
application of this chapter affects a pipeline carrier or a pipeline
subject to the Interstate Commerce Act (49 U.S.C. secs. 1 et. seq.)
or the Natural Gas Act (15 U.S.C. 717 et. seq.) this chapter may not
be applied so as to conflict with applicable federal laws and regula—
tions, rules, orders, or other requirements under vnlch jurisdiction
has been expressly assumed by the federal commission or agency charged
with the administration of these federal Acts.
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* Sec. 27. AS 38.05.020(c)(1l) 1is amended to read:
(¢D) granting leases of state [PUBLIC] land [AND ISSUING
CERTIFICATES] for pipeline right-of-way purposes;
““Sec. 28. AS 38.05020(c)(4) is amended to. read:
(*J) investigating any matters concerning any lessee
[CARRIER] with a view to assuring compliance by it with its right-of-
way lease, [CERTIFICATES ISSUED UNDER THAT LEASE,] this chapter, and
any other applicable state or federal law;
* Sec. 29. AS 38.05.330 is amended to read:

Sec. 38.05.330. PERMITS. The director, without the prior
approval of the commissioner, may issue permits, rights-of-way or
easements on state land for secondary roads, trails, ditches, field
gathering lines or transmission and distribution pipelines not subject
to AS 38.35, telephone and transmission lines, log storage, oil well
drilling sites and production facilities for the purposes of recovering
minerals from adjacent lands under valid lease, and other similar
uses or improvements, or for the limited personal use of timber or
materials. The commissioner, upon recommendation of the director,
shall establish a reasonable rate or fee schedule to be charged for
these uses. In the granting, suspension or revocation of a permit or
easement of lands, the director shall give preference to that use of
the land which will be of greatest economic benefit to the state and
the development of its resources. However, first preference shall
be granted to the upland owner for the use of a tract of tideland, or
tideland and contiguous submerged land, which is seaward of the upland
property of the upland owner and which is needed by the upland owner
for any of the purposes for which the use may be granted.

* Sec. 30. This Act takes effect on the day after its passage and approval
or on the day It becomes law without approval.
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state lurid for the transportation of oil, products or

natural gas; and providing for an effective date."

Section 1. AS 38*3D*010 Is amended by adding a new subsection to read:

(b) The State of Alaska reserves unto itself all rights, powers,
privileges and immunities not preempted by federal interstate commerce
laws and regulations in the right-of-way leasing of any state lands
for pipeline construction, transmission, or operation within its
boundaries.

Sec. 2. AS 3?*35*020 is amended to read:

Sec. 38.35*020. GRANT OF RIGHT-OF-WAY LEASE. (&_Rights-of-way
on state [STATE-OWNED] land including rights-of-way [RIGHT-OF-WAY ON,]
over, under, along, across, or upon the right-of-way of a public road
orlhighway or the right-of-way of a railroad or other public utility,
or [ON,] across, upon, over, or under a river or other body of water
or land belonging to or- administered by the state may be granted by
noncompetitive lease by the commissioner for pipeline purposes for the
transportation of oil, products or natural gas under those conditions
prescribed by law and by administrative regulation. No person may
engage in any construction [, ACQUISITION] or operation of any
[, OR TRANSPORTATION, SERVICE, OR SALE BY THE WHOLE OR A] part of an

oil, products, or natural gas pipeline, which in whole or in part is
or is proposed to be on state fPUBLIC] land, except in conformity with
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the terms of a right-of-way lease of that land, Issued by the commis—
sioner under this chapter [UNLESS THAT PERSON IS A CARRIER AND HAS
OBTAINED FROM THE COMMISSIONER A RIGHT-OF-WAY LEASE OF THE LAND UNDER
THIS CHAPTER AS WELL AS A CERTIFICATE THAT THE CONSTRUCTION, ACQUISI —
TION, OPERATION, TRANSPORTATION, SERVICE, OR SALE, IF SUBJECT TO THE

LEASE, WILL BE IN ACCORDANCE WITH ITS TERMS].

(b) The commissioner may by regulation exempt the eonstruction
or operation of field gathering lines or any reasonable classification
of them from the requirement of a right-of-way lease under this
chapter.

Sec. 3. AS 38.35.030 Is amended to read:

Sec. 38.35.030. ABANDONMENT~ [OF OR] REDUCTION OR IMPAIRMENT OF
SERVICE OF PIPELINE [BY LESSEE CARRIER]. No lessee [CARRIER] may
abandon any portion of a pipeline that is [ON STATE PUBLIC LAND OR]
subject to a [THE] lease granted under this chapter, or operation or
transportation, service, or sale by it, or reduce or impair service,
except in accordance with the terms of the lease or sec. ;lIQ of this
chapter [UNLESS THE CARRIER HAS FIRST APPLIED FOR AND THE COMMISSIONER
HAS GRANTED A CERTIFICATE THAT THE ABANDONMENT, REDUCTION, OR IMPAIR—
MENT 1S IN ACCORDANCE WITH THE TERMS OF THE LEASE],

Sec. 4. AS 38.35.070 is amended to read:

Sec. 38.35.070. TEMPORARY OR EMERGENCY SERVICE OR TEMPORARY

ABANDONMENT, REDUCTION OR IMPAIRMENT OF SERVICE BY LESSEE [CARRIER].

The commissioner may, either upon a request made in the form he shall

by regulation require, or upon his own motion without request, authorize

or require temporary or emergency rendering of service or temporary
or emergency abandonment, reduction or impairment of service by a
pipeline of a lessee [CARRIER] without compliance with secs.

50 - 100 of this chapter. Nothing in this section prevents a carrier

CSSB 3 (Finance) 2
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from temporarily suspending operations in the event of an emergency
which threatens public health or safety; however, notice shall be given
the commissioner as 3oon as possible.

Sec. 5. AS 38.35.050 is repealed and re-enacted to read:

Sec. 38.35.050. APPLICATIONS FOR RIGHT-OF-WAY LEASES. (a) A
person or persons desiring to engage 1in construction, acquisition or
operation of a pipeline which is proposeo to be located in whole or 1in
part on state land, shall apply for a noncompetitive right-of-way lease
of the state land under this chapter.

(b) Applications under (a) of this section shall be made in a
form and manner prescribed by regulation, and shall. Include any and till
data, information, plans and exhibits which the commissioner determines
are necessary to prepare the analysis required by sec. HO of this
chapter arid to make a decision under sec. 100 of tills chapter.

(c) The application filed under this section shall be incorporated
into any right-of-way lease issued in response to It and shall become
a part of the terms and conditions of the lease.

(d) Any amendment to an application filed under this section w ch
constitutes a substantial change in the application is subject to all
provisions of this chapter applying to an original application.

(e) All persons owning or planning to own an Interest in a pipe—
line or proposed pipeline subject to a lease must join in the application
under (a) of this section. Any person employed in operating the pipeline
is bound by the covenants of the lease applicable to functions within the
scope of his employment as if he were an applicant under the lease and
the state may enforce any breach of a covenant directly against an

operator out of compliance.

* Sec. 6. AS 38.35.060 1is repealed.

- Sec. 7- AS 38.35.070 is amended to read:
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Sec. 38.35.070.

under sec. 50 [OR 60] of this chapter,

@)

eral circulation published

cause notice of

it to appear

NOTICE OP APPLICATION. Upon receiving an application
the commissioner shall within 30 day

in a daily newspaper of

in the vicinity of the proposed pipeline;

(?) file copies of the application with the Departments of

Labor, Highways,

and Environmental Conservation, and the Alaska Pipeline

Commission [EACH COORDINATE AGENCY]; and

(3) make copies available for public

Inspection

[FURNISH

AT COST COPIES OP A NOTICE OR APPLICATION TO PERSONS REQUESTING THEM].

s Sec. 8. AS 38.35.080

Sec. 38.35.080.

commissioner shal

the application,

proposal for action

BOTH] and a general

I, within

90 days

is amended to read:

prepare an analysis of the application, i

if feasible;

a proposed lease

statement of his basis and purpose,

action 1is proposed; or, when a proposal for action

before a hearing,

ANALYSIS OP APPLICATION AND PUBLIC HEARING, (a) The

[A REASONABLE TIME] after receiving

ncluding a

[OR CERTIFICATE OR

is not

a description of the subjects and Issues

(b) Upon completion of the analysis but not

if favorable

feasible

Involved.

less than 30 days

before the date set for hearing an application or a substantial, amend—

ment to an application,

the commissioner shall

make copies available as provided

(c) Th? commissioner shall

within 120 days of receiving

AS SOON AS PRACTI

CABLE].

* sec. 9. AS 38.35.100(a)

(@)

with him under sec.

The commissioner shall

publish notice, and

in sec. 70 of this chapter.

hold a public hearing on an application

is amended to read:

state [PUBLIC] land [OR FOR A CERTIFICATE] under a

applicant is fit,
SSB 3 (Finance)

willing,

determine,

50 of this chapter for a right-of-way

lease,

it [SET ALL APPLICATIONS FOR PUBLIC HEARING

on an application filed

lease of

whether the

and able to perform the transportation or

i
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other acts proposed and to conform to the provisions of the p Bposed
right-of-way lease [OR CERTIFICATE,] and of this chapter, and whether
the proposed construction, acquisition, or operation [OF OR TRANSPORTA-—
TION, SERVICE, OR SALE BY THE PIPELINE] is or will be required by
the present or future public interest [AND NECESSITY], If the commis—
sioner makes these determinations favorably to theapplicant, then
he may grant the whole or part of the application. Otherwise, he
shall deny the application. In order to grant the whole or part of
the application the commissioner shall offer a lease [OR CERTIFICATE]
to the applicant for its acceptance through signing of the lease [OR
CERTIFICATE] and agreeing to comply with its terms, conditions, and
obligations and with this chapter. Only upon proper acceptance of
offered lease [OR CERTIFICATE] by the applicant within 30 days after
its having sen presented Is the grant of the application consummated.

s Sec. 10. AS38.35.100(b) and (c) are repealed.

* sec. 11. AS38.35.H0 is amended to read:

Sec. 38.35.110. TERM OF LEASE. Each lease of state [PUBLIC]

land for pipeline right-of-way purposes shall contain a provision the.t
the lease- shall run for s specified term of not greater than Q. [25]
years, and shall be renewable for additional periods of up to 10 years
each, so long as th> leasee 1is in lull compliance with all state law,
including bur. not limited to state law pertainin®? to regulation and
taxation of the par. line facility, and is in compliance with all terms
of the lease.

* Sec. 12. /,3 38.35.12C 1is rope led and re-enacted to read:

Sec. J8.35.120. COVENANTS EEQiltRFi) TO BE INCLUDED IN LEASE. (a)

A noncompel, tive lease cf dr '0 lard for a rightro:" ray far an cil

or natural gas pipeline valued a: $1,00" ,00u or more may be granted

only upon the condition that the lessc- erprtsnly. covenants in the
-5% CSSfc 3 (Finance)
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lease, in consideration of the rights acquired by it under the lease,
that

(€D) it assumes the status of and will perform all of its
functions undertaken under the lease as a common carrier and will
accept, cor.vey, and transport without discrimination crude oil or
natural gas, depending on the kind of pipeline Involved, delivered
to it for transportation from fields in the vicinity of the pipeline
subject to the lease throughout its rou"e both on state land obtained
under the lease and on other land; however, a lessee who owns or
operates a natural gas pipeline subject to regulation either (A) under
the Natural Gas Act (15 U.S.C. 717 et. seq.) of the United States, or
(B) by the state or political subdivisions with respect to rates and
charges for the sale of natural gas, 1is, to the extent of that regula—
tion, exempt from the common carrier requirement 1in this paragraph;
it will accept, convey, and transport crude oil or natural gas without
unjust or unreasonable discrimination in favor of one producer or
person, 1including itself, as against another in the same field, and
without unjust or unreasonable discrimination;

(2) it will exchange crude oil or natural gas, depending
upon the kind of pipeline involved, with each like common carrier ar.d
provide connections and facilities for the Interchange of crude oil
or natural gas at every locality reached by both pipelines when the
necessity exists, subject to rates and regulations made by the appro—
priate state or federal regulatory agency;

(3) the lessee grants the state the right to purchase, upon
reasonable notice, an undivided Interest in the entire length of the
pipeline within the state, not to exceed 20 per cent; the purchase
price shall be fair market value of the interest at the time the option

is exercised; each lessee shall additionally agree not to sell, transfer

CSSB 3 (Finance) -6-



or otherwise dispose of all or any part of a pipeline subject in any
part to the lease except after offering such Interest to the state,

to which the lessee grants a preferential right to purchase such
interest on the same terms offered by or to any bona fide, prospective
purchaser who 1is ready, willing and able to purchase same; provided
that tliis obligation will not Interfere with or supersede contractual
rights or obligations existing on the effective date of this Act;

exercise of an option to purchase an interest in a pipeline project

or facility is subject to the approval of the legislature; the incurring

of any bonded indebtedness by the state to implement the exercise of
its option under tills paragraph is subject to voter approval;

(4) the state shall provide for the repayment of the out-—
standing debt incurred by the lessee whose undivided Interest share
is acquired under (3) of this subsection, either by undertaking the
debt directly if that is acceptable to the lender, or by discharging
tlui applicable outstanding debt, including any penalties for prepay—
ment, and undertaking its own debt;

(5) it will maintain and preserve books, accounts, and
records and will make those reports that the state may require under
AS "12.06.430;

(6) It will accord at all reasonable times to the state and
its authorised agents and auditors the right of access to its property
and records, of inspection of its property, and of examination and
copying of records;

a it will provide, if the expense involved will not impair
the ability of the lessee to perform its duty to the public as a
common carrier, connections to facilities on the pipeline subject to
the lease, both on state land and other land in the state, for the

purpose of delivering crude oil or natural gas, depending Upon the

-7- CSSB 3 (Finance)
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kind of pipeline involved, to persons (including the state and its
political subdivisions) contracting for the exchange, delivery or
purchase at wholesale of crude oil or natural gas transporteu by the
pipeline; provided, that if the connection is not economically feasible
but the commissioner believes that the connection is required in the
public interest, the state may require that the connection be made and
the cost difference shall be met at state expense subject to such
arrangements for recovery of the expense from buyers or sellers of oil
or gas as may be made by the state;

(8) it sha]l] , notwithstanding any other provision, provide
connections and inter-ci.ange facilities at state expense at such places
on state lands the state considers necessary if the state determines
to take a portion of its royalty or taxes 1in oil or natural gas;

9 it will extend or enlarge the pipeline or storage
facilities as determined by the Alaska Pipeline Commission to be in
the public interest;

(10) it will, at its own expense, during the term of the
lease

(A) maintain the leasehold and pipeline in good x-epair;

(B) promptly repair or remedy any damage to the lease—
hold;

(C) promptly compensate for any damage to or destruction
of property for which the lessee is liable resulting from damage
to or destruction of the leasehold or pipeline;

(11) it will not transfer, assign, or dispose of in any
manner, directly or indirectly, or by transfer of control of the
carrier corporation, 1its interest in a right-of-way lease, or any

rights under the lease or any pipeline subject to the lease to any

person other than another owner of the pipeline (including subsidi-

2SSB 3 (Finance) -8-
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aries, parents and affiliates of the owners), except to the extent

that the commissioner, after consideration of the protection of the

public interests, authorizes; the CQfidnissiorlershS.il not unreasonatly with—
hold his consent to the transfer, assignment or disposal;

(12) it will file with the commissioner a written appointment
of a named permanent resident of the state to be its registered agent
in the state and to receive service of notices, regulations, decisions
and orders of the- commissioner; if it fallj to appoint an agent for
service, service may be made by posting a copy in the office of the
commissioner and filing a copy of it in the office of the lieutenant
governor and by mailing a copy to the lessee®s last known address;

(13) the applicable law of this state will be used In
resolving questions of interpretation of the lease;

(1*1) the granting of the right-of-way lease 1is subject to
the express condition that the exercise of the rights and privileges
granted under the lease will not unduly interfere with the management,
administration, or disposal by the state of the land affected by
the lease, and that the lessee agrees and consents to the occupancy
and use by the state, its grantees, permittees, or other lessees of
any part of the right-of-way not actually occupied or required by the
pipeline for the full and safe utilization of the pipeline, for neces—

sary operations incident to land management, administration, or dis—
posal;

(15) it will be liable to the state for damages or
injury Incurred by the state caused hy the construction, operation
or maintenance of the pipeline and it will indemnify the state

for the liabilities or damages;

(lo) it will procure and furnish liability and
property damage insurance fronm company licensed to do business
—9— ; (Finance)
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In the state or furnish other security or undertaking upon the

terms and conditions the commissioner considers necessary if

the commissioner finds that the net assets of the lessee are
insufficient to protect the public from damage for which the lessee
may be liable arising out of the construction or operation of

the pipeline;

17) it will construct and operate the pipeline in accor—
dance with applicable state laws and lawful regulations and orders
of the Alaska Pipeline Commission; however, the terms of a right-
of-way lease issued under this chapter shall not be considered
to permit or require a lessee, the commissioner, or the Alaska
Pipeline Commission to take any action that is in conflict with
federal law or with lawful regulations or orders of the Interstate
Commerce Commission or the Federal Power Commission.

(b) For a right-of-way lease granted under this chapter

for an oil or natural gas pipeline valued at $1,000,000 or more

to be valid and of legal effect, it must contain the terms required
to be inserted under the provisions of secs. 110 - 150 of this
chapter. An oil or natural gas pipeline right-of-way lease granted
under this chapter that does not contain the required terms is

null and void and without legal effect and does not vest any
interest in state land or any authority in the carrier granted

the lease.

(c) The commissioner may, at his discretion, include any or all
of the terms set out. in (0) of this section in leases of stcte land
for products pipeline right-of-way purposes.

# Sec. 13. AS 38.35.130 is amended to read:
Sec. 38.35.130. RIGHT-OF-WAY EASEMENTS OR LEASES ACQUIRED

FROM OTHERS. (a) The lessee may [LEASE SHALL CONTAIN THE FURTHER

CSSB 3 (Finance) -10-
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EXPRESS AGREEMENT BY THE CARRIER THAT

(1) IT wiLL, UPON A DETERMINATION BY THE COMMISSIONER AMD
UPON REASONABLE CONDITIONS AND AT A JUST PRICE, CONVEY TO THE STATE
ANY RIGHTS-OF-WAY, RIGHT-OF-WAY PERMITS, EASEMENTS, OR LEASES PREVIOUSLY
ACQUIRED OR TO BE ACQUIRED FOR RIGHT-OF-WAY PURPOSES FOR THE PIPELINE
SUBJECT TO THE LEASE;

(2) THE STATE RESERVES TO ITSELF AND THE LESSEE GRANTS TO
THE .".TATE THE SOLE RIGHT TO CONDEMN, BY DECLARATION OF TAKING, REAL
PROPERTY FOR RIGHT-OF-WAY PURPOSES AND TO ACQUIRE TO THE EXTENT
FEDERALLY PERMISSIBLE LEASES OF OR EASEMENTS OR RIGHTS-OF-WAY ON
PUBLIC LANDS BELONGING TO THE UNITED STATES IN THIS STATE, INCLUDING
"WITHDRAWN PUBLIC LANDS™ AS THAT TERM IS DEFINED IN SECS. 3(e), 17(c)
AND (d)(3),AND 22 (1) OF THE ALASKA NATIVE CLAIMS SETTLEMENT ACT
(PL 92-203;85 STAT. 688; "@ U.S.C. 1601 ET SEQ.), REQUIRED FOR RIGHT-
OF-WAY PURPOSES FOR THE PIPELINE SUBJECT TO THE LEASE;

(3) THE CARRIER WILL], if the commissloner delegates the

function to it, condemn, by declaration of taking, under AS 09.55. *120
09.55. **50, real property and acquire leases of or easements or rights-
of-way on [PUBLIC] lands in the state [BELONGING TO THE UNITED STATES,
INCLUDING "WITHDRAWN PUBLIC LANDS"™] required for right-of-way purposes
for a [THE] pipeline subject to the lease, on behalf of and as agent
for the state, in which title to or interest in the land shall vest.
(b) The lease shall contain a covenant [REQUIRED BY THIS SECTION
SHALL BE ACCOMPANIED BY A PROVISION] that the land, right-of-way,
or easement acquired under this section is or will form part of the
land leased to the lessee [CARRIER].
Sec. 14. AS 38.35.1*10 is repealed and re-enacted to read:
Sec. ”"8.35.10. PAYMENT OF RENTAL AND COSTS. (a) The lease

price for a right-of-way lease shall be the annual fair market rental

-11- CSSB 3 (Finance)
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of the state lands included in the right-of-way based on the appraised
fair market value of the land. The appraised fair market value of

the land leased for right-of-way shall be determined without regard

to any enhancement in value attributable solely to the construction

of pipeline facilities on the land or the use of the land for pipe—
line purposes. The lease price is payable annually in advance on or
before the anniversary of the lease. The appraised fair market

rental value shall be adjusted periodically under the provisions of

AS 38.05.105.

(b) The lessee shall reimburse the state for all reasonable
costs incurred in monitoring the construction of the pipeline on the
right-of-way.

Sec. 15. AS 38.35.150 1is repealed and re-enacted to read:

Sec. 38.35.150. ADDITIONAL PROVISIONS OP LEASE. (a) The com—
missioner may insert in any right-of-way lease other reasonable
provisions and conditions that he determines the public interest
requires.

(b) The lease will also contain te”ms and.conditions that are
reasonably necessary to obligate the lessee, to the extent reasonably
practicable, to

(1) prevent conflicts with other existing uses of the land
involving a superior public interest;

(2) protect state and private property interests;

(3) prevent any significant adverse environmental impact,
including but net limited to the erosion of the surface of the land,
and damage to fish and wildlife and their habitat:

(*l) restore and revegetate during the term and at termina—
tion of the lease; and

(5) protect the interests of individuals living 1in

CSSB 3 (Finance) -12-
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general area of the right-of-way who rely on the fish, wildlife, and
biotic resources of the area for subsistence purposes.

(c) In the event the commissioner proposes to offer a lease or
leases to two or more lessees for the same pipeline, the commissioner
may include terms in the lease or leases which establish the limit
of the obligations and liabilities of each lessee arising under this
chapter or under the lease or leases.

Sec. 16, AS 38.35.160 is amended to read:

Sec. 38.35.160. TRANSFER OF RIGHT-OF-WAY LEASE [, CERTIFICATES,]
OR PIPELINE. No lessee [CARRIER] may transfer, assign, or dispose of
in any manner its right-of-way lease, or any rights under the lease,
or any pipeline subject to the lease, whether on state [PUBLIC] Iland
or other land in the state, either voluntarily or involuntarily,
directly or Indirectly, or by transfer of control of any corporation
holding the lease [OR CERTIFICATE] or owning the pipeline, to any
person other >ban another owner of the pipeline (including subsidiaries,

parents and affiliates of the owners), except to the extent that the

commissioner, after consideration of the protection of the public
interest by order authorizes the transfer. The commissioner shall not

unreasonably withhold this authorisation. The application shall be

disposed of as if the proposed transferee or assignee were making

application under secs. 50 - 10b v this chapter,
authorizes the transfer. The commissioner shall not unreasonably
withhold this authorisation. The application shall be disposed of

as if the proposed transferee or assignee were making application
under secs. 50 - 1CO of this chapter.
Sec. 17. AS 38.35.170 1is repealed and re-enacted to read:
Sec. 38.35.170. FORFEITURE OF LEASE. Failure to begin construc—
tion of the pipeline facility within a reasonable time of the granting
~13- CSSB 3 (Finance)
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of a right-of-way lease under this chapter for reasons within the
control of the lessee or failure of an owner of an interest in the
granted right-of-way substantially to comply with the terms of the
right-of-way shall be grounds for forfeiture of the right-of-way
interest of the lessee or owner 1in an action brought by the commis—
sioner 1in the superior court. Before the commencement of any action
for forfeiture of an interest In a right-of-way under this section,
the commissioner, shall give the lessee or owner of the interest notice
in writing of the alleged default and shall not commence the proceeding
unless the lessee or ov/ner of the Interest has failed to initiate

good faith efforts to cure the default within 60 days of the notice

of the alleged default.

Sec. 18. AS 38.35.180(c) 1is amended to read:

(c) Neither this section nor the state®s obtaining an injunction
or recovering penalties extinguishes any civil cause of action or
criminal responsibility arising out of a violation of this chapter
or the provisions of [,] a right-of-way lease [, OR CERTIFICATE UNDER
A LEASE]. A person obtaining a money judgment 1in an action arising
out of a violation is entitled to a reasonable attorney fee, fixed
by the court, to be taxed and collected as costs of the suit.

H Sec. 19. AS 38.35.190(b), (c) and (d) are repealed.
s Sec. 20. AS 38.35.200 is repealed ar.dre-enacted to read:

Sec. 38.35.200. JUDICIAL REVIEW OF DECISIONS OF COMMISSIONER ON
APPLICATION, (a) An applicant or competing applicant or a person who
has a direct financial interest 1in the lease who raises objections
within 60 days of the publication of notice under sec. 70 of this
chapter are the only persons with standing to seek judicial review of

a decision of the commissioner.

(b) The only grounds for judicial review of a decision of the

CSSB 3(Flnance) -1n-
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commissioner are

(&) failure to follow the procedures set out 1in this chapter;
o1"

(2) abuse of discretion so capricious, arbitrary or confisca—
tory as to constitute a denial of due process..
Sec. 21. AS 38.35.210 is amended to read:

Sec. 38.35.210. DELEGATION OF COMMISSIONER®S AUTHORITY. The
commissioner may delegate to an employee of the Department of Natural
Resources or the Department of Lav/ the authority granted under this
chapter, except for the authority to execute leases [AND CERTIFICATES].
Sec. 22. AS 38.35.220 is repealed and re-enactc-d to read:

Sec. 38.35.220. CONTINUED OPERATION OF EXISTING CARRIER. (a)
Persons holding easements, rights-of-way or permits for natural gas
pipelines on state land on May 20, 1972 are unaffected by this
chapter within the scope of their existing operations, normal expan-—
sions and extensions of them so long as their original or present
purpose and function remains unchanged.

(b) Subject to (a) of this section if an existing rifhu-of-way
is revocable or for a term of years, then upon revocation or expiration
this chapter applies.

(c) Applications for pipeline permits which have been filed
with the division of lands before May 20, 1972 shall be considered
as filed under this chapter but tiiis does not ot.<vrwlse restrict the
authority of the commissionei 1in acting on these applications under
f is chapter; however, in the event the division of lands has, before
May 20, 1972, granted right-cf-antry to an applicant or issued
a letter of no-objection to an applicant, and the applicant thereafter
fully complies with all of the terms and conditions originally speci-

fied by the division of lands or other agency, these applications are

-15- CSSB 3 (Finance)
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*

*

an existing valid permit or easement on the effective date of this
chapter.

Sec. 23. AS 38.35.230(2) and (3) are repealed.

Sec. 24, AS 38.35.230(9) is amended to read:

9 "lessee [CARRIER]"™ means a person or persons
holding a valid lease [AND CERTIFICATES UNDER IT] 1issued by the commis—
sioner;

Sec. 25. AS 38.35.230(17) 1is amended to read:
(17) "state [PUBLIC] Iland™ means
(A) "state lands" as defined in AS 38.05.385;
(B) public land of the United States selected by the

state under sec. 6 of the Alaska Statehood Act of 1958 (PL 85-508;

72 Stat. 399), as amended, and real property of the United States

transferred to the state under secs. 21, 35 and 45 of the Alaska

Omnibus Act of 1959 (PL 86-70; 73 Stat. 141), as amended;

(C) any interest owned by the state in land;
Sec. 26. AS 38.35 is amended by adding new sections to read:

Sec. 38.35.240. LEASE SAVINGS CLAUSE. A judicial finding that
any term or condition of a right-of-way lease issued under this
chapter 1Is unlawful or Invalid may not operate to invalidate the lease
or any other term or condition of the lease.

Sec. 38.35.250. FEDERAL PREEMPTION. To the extent that the
application of this chapter affects a pipeline carrier or a pipeline
subject to the Interstate Commerce Act (49 U.S.C. secs. 1 et. seq.)
or the Natural Gas Act (15 U.S.C. 717 et. seq.) this chapter may not
be applied so as to conflict with applicable federal laws and regula—
tions, rules, orders, or other requirements under which Jurisdiction

has been expressly assumed by the federal commission or agency charged

with the administration of these federal Acts.

CSSB 3 (Finance) -16-
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* Sec. 27. AS 09.55. 2¢21C(a) (12) is amended to read:
(12) [SUBJECT TO THE REQUIREMENTS OF THE ALASKA RIGHT-OF-WAY
LEASING ACT OF 1972 (AS UQ.3(3),] for the location of pipelines for
gathering, transmitting, transporting, storing, or delivering natural
or artificial gas or oil or any liquid or gaseous hydrocarbons,
Including, but not limited to, pumping stations, terminals, storage
tanks, or reservoirs, and related installations.
* Sec. 28. AS 38.05.020(c)(1) 1is amended to read:
D) granting leases of state [PUBLIC] 1land [AND ISSUING
CERTIFICATES] for pipeline right-of-way purposes;
* Sec. 29. AS 38.05.02000 (™) is amended to read:
(*)) investigating any matters concerning any lessee
[CARRIER] with a view to assuring compliance by it with its right-of-
way lease, [CERTIFICATES ISSUED UNDER THAT LEASE,] this chapter, and
any other applicable state or federal law;
4 Sec. 30. AS 38.05.330 is amended to read:
Sec. 30.05.330. PERMITS. The director, without the prior
approval of the commissioner, may 1issue permits, rights-of-way or
easements on state land for secondary roads, trails, ditches, field
gathering lines or transmission and distribution pipelines not subject
to AS 38.35, telephone and transmission lines, log storage, oil well
drilling sites and production facilities for the purposes of recovering
minerals from adjacent _.lands under valid lease, and other similar
uses or improvements, or Tfor the limited personal use of timber or
materials. The commissioner, upon recommendation of the director,
shall establish a reasonable rite or fee schedule to be charged for
these uses. In the granting, suspension or revocation of a permit or
easement of lands, the director shall give preference to that use of

the land which will be of greatest economic benefit to the state an:

-17- C3SB 3 (Finance)
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the development of Its resources. However, first preference shall
be granted to the upland owner for the use of a tract of tideland, or
tideland and contiguous submerged land, which is seaward of the upland
property of the upland owner and which 1is needed by the upland ownc-r

for any of the purposes for which the use may be granted.

* Sec. 31* This Act takes effect on the day after 1its passage and approval

or on the day it becomes law v/ithout approval.
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The Legislature of the State of Alaska
FISCAL NOTE

First Special Session - Eighth Legislature
REQUEST
Bill Identification Senate Bill 3 & liB 3
Title: Rights-of-Way Leases Over State Land for 0il and Gas Transportation
Requested by: Legislative Finance Date : 10/11/73
Return Date Requested: October 17, or as scon after that date as possible.
Agency : Revenue and Natural Resources Program:

FISCAL DETAIL ~
Budget Request Unit(s) Affected:
A. EXPENDITURES: (Thousands of dollars)

79

/
/

OBJECT FY 71 FY 75 FY 76 FY 77 Fy 78 FY
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
uoo COMMODITIES
500 EQUIPMENT ;
600 LAND & STRUCTURES i’
700 GRANTS, CLAIMS, ETC.
r\
6D -0- -0- -0- -0- -0- -0-
B. FUNDING: (Thousands of dollars)
GENERAL FUND -0- _0- -0- -0- -0- 0-
FEDERAL FUNDS
OTHER
C. positions:
PERMANENT/TEMPORARY -0-/ -0-/ -0-/ -0/ 1 -0-/ -0-
MAN MONTHS (P./T.) -0-/ . -0-/ —Q-/ . -0/ -0-/ -0-
(N ANALYSIS (See Fiscal Note Preparation Instructions™, Section 111)
No effect on Department of Revenue funding.
Contact Department of Natural Resources.
1v. ATTACHMENTS
V.<DATE: October 22. 1973 PREPARED BY.
Lawrence C. EppfoafSach
Deputy Commissioner, Treasury
Original: Legislative Finance Department of Revenue
cc: Budget and Management

e Prime Sponsor (First Legislator Named)
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FEDERAL FUNDS
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PERMANENT/TEMPORARY -0-/ -0-/ -0-/ -0/ -0-/ -0- /
HAN MONTHS (P./T.) —iir/ . -0-/ -0-/ -o/ _-0-/___ -0-7/
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No effect on Department of Revenue funding.
Contact Department of Natural Resources.
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cc: Budget and Management
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and Gas Transportation
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Pursuant to the Uniform Rules of the Alas):a
Legislature | will be tiansin.itting a bill relatiny to leases
of rights-of-way over state lands for the rrunsportation of
oil products or natural gas. Th.it: bill would amend the
Right-of-Way Leasing Act of 1972.

The Alaska Pipeline Commission Act (Ch. 133 SLA 1372)
established a comprehensive plan for the economic rogulot ion
of pipelines in Alaska. But as a practical matter direct
regulation of most pipelines in Alaska would seem to have
been preempted by the feduial constitutional interest In
assuring the free flow of commerce among the slates ar.d by
congressional action in adopting federal regulatory systems
through the Interstate Commerce Act and the natural rus Act.

Considering the uniquely urgent interest of Alaska in
the economic decisions of major Alaskan pipelines, the 1972
legislature determined that the state®"s ownership inter-"t
in the land over which such pipelines must cross migbi offer
a v;ay to greatly expand control over the economic decision-
making of pipeline companies by requiring state parrici.patron
as a condition of use of the laud by contract. Thus, the
Right-of-Way Leasing Act was primarily viewed as a supplemental
tool for economic regulation.

Under the role 1 am proposing for the Pipeline Commis—
sion, when the economic conduct of pipeline companies does
not conform to the needs of Alaskans through administrolive
direction, the state will assert its concerns regarding the
conduct of interstate pipelines through the quasi-j utlicJdal
forums provided under federal lav;. Provisions 1in the Right-
of-Way Leasing Arc relating to economic regulation and more
properly belonging to the .Alaska Pipeline Comm:iss:ion or the
federal government are eliminated. Vim Right-of-Way Leasing
Act now becomes a vehicle fur protecting the property
interests of the- sLate and its people as they might bo
affected by pipeline activity™ both on rights-of-way and off.

Thus, a list of now requirements has boon added to the
bill to establish fnot the applicant for n right-of-way is
fit, willing and able to pur form the ttransportation or other
acts proposed in a manner that will reasonably protect the
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lives,” property and general welfare of the people of Alaska,
and requiring that the Commissioner insert provisions 1in any
lease which can accomplish this. New .requirements specifi—
cally inc-ludo findings by the state that no superior land
use is Jjeopardised; that the applicants have adequate
financial and technical capability; that adverse, environ-—
mental effects are prevented; that subsistence interests
along the line be protected and that the land be restored
upon abandonment of the line.

The Right-of-Way Leasing Act of 1072 provided for a
rental based upon a percentage of the profits from the trans—
portation of oil or gas. Changes being proposed 1in the
production tax and the new conservation and property taxes
more than compensate for the revenue that would be raised
under the percentage rental. The rental charged under the
proposed amendments cun be based on the fair market value of
the 1land. In turning from the lease rental as a revenue
source, a possible entanglement with the pending federal
Right-of-\7ay Act 1is also avoided. If the state percentage
rental had determined the "fair market rental value™ of the
two-thirds of the line traversing federal lands, then “-ice
as much rental would Joe charged by the federal government,
diminishing the state®"s o.il revenues.

The proposed amendments to the Right-of-Way Leasing
Act reflect the intensive effort undertaken by the Congress
to establish sound public policy in the design of the
federal Right-of-Way Act now in the last stages of adoption.

The common purchaser requirement imposed Joy the original
Right-of-Way Leasing Act, we feel 1is really a question that
sJiould bo dca.lt with separately, and accordingly, a separate
Act 1is Joeing proposed.

A number of provisions liavc been amended simply to pro—
vide clarification. For instance, it appeared likely that
it was not the legislature®s intent to require tlie extensive
procedures applicable to pipeline right-of-way leasi to
apply to field gatliering lines which could continue ib be
hcuidlcd under the summary procedure provided under prior
law. Tlie procedures for processing applications, 1including
Jiearirigs, pulol.ic notice and judicial review, liavo Jieen
reorganized.

The 1972 Jaw provided that as a condition of receiving
a lease for any Jcngtli of right-of-way, any pipeline company
investing over $1 ,01)0,000 in value would Jjo required to
grant the state an option to purchase up to 20 per cent of
lhc value of tlie entire length of the line. Tlie probabi-
lity that the provision would over be of any practical use
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to the state was small. At tlie same time, tlie limitation
on the-extent oi" ownership was uniatisfactory from the
point of view of the state adminjsiration in that a wholely
owned pipeline might lie of interest to the state. The
provision substj.tutcd requires the owners to negotiate 1in
good faith with the state in the event that any disposition
of any interest in tlie pipeline is considered by any owner
either voluntarily or under economic or legal compulsion.

™R 30.35.120 (a) (10) was amended to make it clear that
interconnection to a line for purpose of taking delivery
could be required at any location, not just near a munici—
pality, but that a person taking delivery through an
interconnection must be prepared to share the connection
thereby assuring that a number of inefficient connections
would not be required. Though the requirement that connection
be made on federal Iland was removed to avoid possible conflict
with federal law, as a practical matter state land is so well
mixed in along tlie line that no difficulty is foreseen in
finding U convenient location.

Provisions regarding the transfer of all federal, right-
of-way interest to the sUite, since they relate to a rcgula.-
tory effort now proposed to be conducted differently, have
been eliminated and a modified form of eminent domain has
been restored so that construction of pipelines may proceed
n"-om Tipke =,
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IN TIMS LEGISLATURE OP THE STATE OF"ALASKA
EIGIITIJ! LEGISLATURE - FIRST SPECIAL SESSION
A BILL
For an Act ontitled: "An Act relating to leases of rights-of-way over
state land for the transportation of oil, products or
natural gas; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA.
*J Section 1. AS 38.35.020 is amended to read:
Sec. 38.35.020. GRANT OP RIGHT-OF-WAY LEASE. 00 Rights-of-way
oo wde ropprp i gopg e lem L e L, L fmrdee ot by i
over, under, along, across, or upon tlie right-of-way of a public,
road or highway or the right-of-way of a railroad or other public
utility, or on, across, upon, over, or under a river or other body
of water or land belonging to cr administered by the state may bo
granted by noncompetitive lease by the commissioner for pipeline
purposes Tfor the transportation of oil, products or natural gas under
those conditions prescribed by law and by administrative regulation.
Except to 1D» o.xt.ciit author)sod by on oil and res lease or unit
amrcorient approved by the state, no person may engage 1in any
construetsJ on [, ACQUISITION] or one.ivN ion of any f, OR TivAMSPORTATI(®)-,
SERVICE, OR SALE BY THE WHOLE OR Aj part of an cjl, products, or
natural gar. pipeline, which in whole or in part 1is or :1s proposed to
bo on .stale [iUi"LIC.1 land I ,]. unless (.led. person TIS A CARRIER ANI".!
bar. obtained fro-, i}j. commissioner a rligljl—rf vyuy loose of the las i
Uld*» » this chant* )» IAS WELLL AS A CERTIFICATE THAT THE (ZINBTKUCTIiON,

ACi.HI IE ITI'RI, dUEN.VITJOil, Vi.AlJJiSWi AVroJ! * SERVICE, Oh SAL.S, IP SIUTI) c *
TO T°I'! ERASE, VMM, P 1! ACCMNPARSE W ITi! iTS TERSE |.
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(b) This chapterl does not require a rlrht-of-way leas? for the
coilstruct:! on or operation of field gatherlng lines.
Sec. 2. AS 38.3.5.030 ~ AS 38.35.0710 are repealed.
See. 3- AS 38.35.050 is repealed and re-enacted to read:

Sec. 38.35.050. APPLICATIONS FOR RIGHT-OF-WAY LEASES. (a; A
person or persons desiring to own a pipeline which 1is proposed to he
located in whole or in part on state land, shall apply for a noncom-—

petitive right-of-way lease of the state Iland.

A Ao iluLtor [ A1Ael 1 U,
wjl t/ii.L O ofG o j.uji &ucu.j. ut: iiia uc jogi a

i Mipp £V ai-i SV e e 1t
form and manner prescribed by regulation.

(c) An amendment to an application filed under this section
which constitutes a substantial change in the application is subject
to the provisions of this section applying to an original _.application
Sec. 3. AS 38.35.060 1is repealed.

Sec. 5. AS 30. 35.070 is repealed and re-enacted to road:

Sec. 38.35.070. HOIICE OP APPLICATION: HEARING. (a) Upon
receiving an application under sec. 50 of this chapter, the
commissioner shall promptly publish notice of it in a daily newspaper
of general circulation published in the vicinity of the proposed
pipeline and shall provide other publication and notice ho considers
reasonable and appropriate to inform the public of the application.

The notice must generally describe the land involved and must include
a summary of the substance of the application. If thecommissioner”
decides that, a public heari tig in necessary, the notice shall also
include the LI'm. and place of the public hearing.

(b) Any publ.lc hearing on the application shall be hold no
than NO (lay:: or more than 60 days aftor pul.l Icat lon of notice under (
oT this sect ton. At the hearing, the applicant and other persons shod 1

hav" the npportun ity to present informat ion ro"lalin;” to th** app.l icat. *

Aco T88L8A
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and t the determination to be made under sec. 100 of this chapter
(c) The ."revisions of the Administrative Procedure Act
(AS 4*1.62) do not apply to hearings held under this section.
Sec. 6. AS 38-33.080 is repealed.
Sec. 7. AS 38.35.100 is repealed and re-enacted to road:
Sec. 38.35.100. DECISION ON APPLICATION. (a) The commis—
sioner shall promptly determine, on an application filed with
him under sec. 50 of this chanter whether the applicant is fit,
willing and able to perform the transportation or other acts
proposed in a manner that will reasonably protect the lives,
property and general welfare of the people of Alaska. In making
a determination tlie commissioner shall consider whether or not
(1) the proposed use of the right-of-way will un—
reasonably conflict with existing uses of the land involving a
superior public interest;
(2) the applicant has the technical and financial
capability to protect state and private property interests;
(3) the applicant lias tlie technical and financial
capability to take action to the extent reasonably practical to
(A) prevent any significant adverse environmental
impact;, including but not limited to, erosion of the surface
of the lana and damage to fish and wildlife and their habitat
(B) undertake any necessary restoration or revego-
tat-.ion; and
(0 protect the interests of individuals
in Llie general area of the right-oT-way who roly on f.i.sh,
wildlife and biotic resources of the area for subsistence
purposes;
) the applicant lias the finairvial capability to nay
_3-~
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reasonably foreseeable damages for which he may become liable on
claims rising from the construction, operation, maintenance or
termination of tlie pipeline.

(b) IfT the commissioner determines that the applicant is
not fit, willing, and able to perform the transportation or other
proposed acts in a manner that will reasonably protect the lives,
property and general welfare of the people of Alaska, the com—

missioner shall deny the application. |If lie determines that the

Ar. ft f Lt T UL W 0o >irA mh i o v»Pz-wnn Van chol 1m> T tr
M .U y N LTt U3 N1 N non - L ..y * xS ~ L»

offer the applicant a lease.
Sec. 8. AS 38.35.110 is repealed and re-enacted to read:

Sec. 38.35.HO. TERM OK LEASE. The commissioner shall
determine the term of the lease. In making, this determination lie
shall take into consideration the cost of the proposed pipeline,
its useful life, and the probable financing requirements for the
proposed pipeline. Thereafter, upon application of a lessee, the
commissioner shall extend tlie term of the lease for additional
periods of time so long as the proposed pipeline is used for the
purposes for which the lease was granted and is in compliance with
all terms of the lease subject to additional terms and conditions
then reasonably required to protect the lives, property and general
welfare of the people of Alaska.

Sec. 9. AS 38.35.i20is amended to read:

Sec. 38.35.120. OOVENALTS [REQUIREDj TO PE I1110tUDKD IT! LEASE.
(a A noncompetitive lease of state public land for a right-of-way
for an oil or natural gas pipeline valued at $1,000,000 or more may
Iif grantml only upon the* condition that the lesser [CARRIE!! I ex—

pressly eoycii.aiil.z.; in tlio l.ertn;, In cans! deration of the rights
actpi ired by 1, under Llie louse, that

->\-

AGO 781106



[(D IT WILL OBTAIN A CERTIFICATE OF COMPLIANCE WITH THE
TERMS AMD CONDITION.".; OF THE LEASE BEFORE UNDERTAKING AMY CONSTRUC —
TION, ACQUISITION OR OPERATION OF OR TRANSPORTATION, SERVICE OR
SALE BY THE WHOLE OR ANY PART OF A PIPELINE ON STATE PUBLIC LAND,
INCLUDING THE PORTIONS OF THE PIPELINE NOT ON STATE PUBLIC LAND;

(2) IT WILL UNDERTAKE AND COMPLETE OR REGULARLY PERFORM.
WITHIN OR DURING THE TINE PERIOD AND IN ACCORDANCE WITH THE PROJECT
DESCRIPTION CONTAINED IN THE LEASE OR CERTIFICATE, THROUGHOUT THE
ENTIRE ROUTE OF THE PIPELINE IK THE STATE, BOTH ON STATE PUBLIC
LAND OBTAINED UNDER THE LEASE AMD ON OTHER LAND, ANY CONSTRUCTION
OK ACQUISITION OR OTHER ACT REQUIRED TO BE PERFORMED IN CONJUNC—
TION WITH THE LEASE, OR OPERAO"ON OF, OR TRAUSPORTA"PTOW, SERVICE,
OR SALE BY THE PIPELINE IN GOOD FAITH AND IN ACCORDANCE WITH THE
LEASE AMD CERTIFICATES, THIS CHAPTER, AND ANY OTHER APPLICABLE
STATE OR FEDERAL LAW;]

3) it v:TIl perform alii of its functions unde}"- tlie lease ,
ar; a comm'o]]. carrier, if the-; ooirniisslonor determines at the time
the lease ia iswued or if at any time aftior the execution of the
lease the commissi,oner* rftor nulllc hearJnre dme i'minas lllat
assume ti.on of tlie atatan of common carrier is nnu.ired In order
to servo the public Interest; 1in nerrorm.Lnr”as a common carrier it
vail 1 ac.cent, convoy and trnnsnorl vithoiit dir;cr!mination ernde ci]
del lver*ed to id, for tronr.'-.ortal.l on thronrl:ouf it a route in
nocordslie* .ith Mni'1}3*I'Mo si.a.ct**r, and (:ir Lffs: the Irno".Il.ion of
e'mmon co:*r<i  atalni.. does nil I'CGAiud.- 1in» ! :"* to accost 1 iol ).
of eru-1lo oji e>c id. at nojnt: vhoro 11L.¢ o ifit tnainin™ ad -diona o~
lier viri1'Hi 3 NV =il r oc(iil. vr crip. "0 ("nl":;:; tli<* t.ondor
Lic hid.» > ..iTi-r I» 1 : all a;.;oc 1mi*1i0;1 nd |1lahhi 1lldo;;) , oi

P11 1 :id" "IMde @i 1 vl >t Het -w 1ii 1THan". at>1" oil i*% 1i;rav iip.
0‘6_
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through L)ir_ pipe].:; no fac.il ity Vil-hoi.it laD crl ally adverse]y affects
the quality of th:" eomniiriftlod streav: of crude c;Jl. of other shioooj
and without adverr.o"l>» affecfcinr, the leasee "0 nirel yne faeAlll iors:
the co.vunon carrier covenant vcqulrod Dy this para.rranh does not
apply to a natural :;an pipeline owned or a)orated by a lessee
which 1is sub.iect to re;*ulation under the Natural Gas Act (52 Stat.
821; 68 Stat. 36) or by a loanee which is subjnet to rep-.ulat :ior
by state or uoj.iti.cnl subdj. visions with duriudiulion tu 1i"e;"ulc-ite
the rater, and chnrrvs for sale of natural. rras to consumers 1in the
state [ASSUMES THE STATUS OP AMD WILL PERFORM ALL OP ITS FUNCTIONS
UNDERTAKEN UNDER THE LEASE AS A COMMON CARRIER AMD WILL ACCEPT,
CONVEYjJ AND TRANSPORT ALL CRUDE OIL OR NATURAL GAS, DEFENDING ON
THE KIND OP PIPELINE INVOLVED, DELIVERED TO IT FOR TRANSPORTATION
FROM FIELDS IN THE VICINITY OF T1IE PIPELINE SUBJECT TO THE LEASE
THROUGHOUT ITS ROUTE DOTH ON STATE PUBLIC LAND OBTAINED UNDER THE
LEASE AND ON OTHER LAND: HOWEVER, WHERE THE LESSEE CARRIER OPERATE
A NATURAL CAS PIPELINE AND 1,S SUBJECT BY VIRTUE OF THIS OPERATION
TO REGULATION UNDER THE NATURAL GAS ACT OF THE UNITED STATES (5?7 S
.821; 68 STAT. 36; 15 U.S.C. 717 ET SEQ.), IT WILL ASSUME THE
STATUS OF AND SHALL PERFORM ALL OF ITS FUNCTIONS UNDERTAKEN UNDER
THE LEASE AS A COMMON CARRIER AND SHALL PERFORM ALL OP THE ACTS
DESCRIBED IN THIS PARAGRAPH WiiPIJ AT ANY TIME AFTER THE EXECUTION
OF THE LEASE THE COMMISSIONER AFTER PUBLIC HEARING DETERMINES
TilAT ASSUMPTION OP TUI"S STATUS, IS REQUIRED IN ORDER TO SUBSERVE TN
PUBLIC INTEREST, CONVENIENCE, AND J1ECEBSITY T;

LD IT WIRT, ASSUME THE STATUS OP AND SHALL RE A COMMON

PURCHASER OF CRUDE OIL AND NATURAL GAS, DEPENDIN®"; UPON THE KIND OT
rl PER IHE INVOLVED, THAT IS PR *DIICKD Eh"!, EIKKDS 11' THE VICINITY O1°
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STATE THE RIGHT TO PURCHASE, UPON REASONABLE NOTICE, AN UNDIVIDED
INTEREST IN THE ENTIRE LENGTH OF THEPIPELINE WITHIN THE STATE, NOT TO
EXCEED 20 PER CENT; THE PURCHASE PRICE SHALL EEAT AREASONABLE

FIGURE SET OUT IN THE LEASE AT THE TIME OF THE LEASE"S EXECUTION;
PURCHASE OF THIS INTEREST MAY, AT THE OPTION OF THE STATE, BE MADE IN
STAGES; EXERCISE OF AN OPTION TO PURCHASE AN INTEREST IN A PIPELINE
PROJECT OR FACILITY 1S SUBJECT TO THE APPROVAL OF THE LEGISLATURE, THE
INCURRING OF ANY BONDED INDEBTEDNESS BY THE STATE TO IMPLEMENT THE
DYRRAETOTS Gt The nfijngen OMelZD mEETG R AVGATRIAPTT TQ. CWRJTRIT:  \ P T%
APPROVAL-; ]

(8) it will maintain and preserve books, accounts, ancl
records [, PAPERS, AND CORRESPONDENCE AND OTHER RECORDS] and will make
those reports that the state may require under AS 12 .0C.<43P fPRESCRIBE
BY REGULATION OR LAW AS NECESSARY AND APPROPRIATE FOR PURPOSES OF
ADMINISTRATION OF THIS CHAPTER];

(5) it will accord at all reasonable times to the state
and its authorized agents and auditors the right of access to its
property and records, of inspection of its property, and of examination
and copying of records under AS ;1?7.06J01Q;

(10) it will provide, where economically feasible and
consistent with the primary function of the pipeline [LIME], connecticli
[AND FACILITIES] on the land [PIPELINE] subject to the lease, [P.OTH
OH STATE LAND AND OTHER LAND IN THE STATE,] for the purpose of
doll vering crude ol L or natural gas., depending on the kind of

pipeline luve 1V'.-d, to persons oontjviet iiu: for the punch: so at rhn'l- -

sap- i.rjmiiil- o" | or il i, 01 1.P"nisporf*-d by fhe r :nmmino ; in
ot'l r oI Lh— viiu.ii  ml.;. jiF blitsi o-i 1lit the 1t sl shat1nos
1omT* o7 Tir-41 tmm i lerm - 1 njgnljur Ft*N, e"1-"lid the >iif Iln<m

TileljT11 Yemm it 11 ik mb el 111 e <el%e] '™y 3 IIl>en imm ei. tidu11.10tial Cb11#1110U
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or J iicur ny costs or l.i.abilnties associatcd with the conne ction or
connect el fael3itlew.. or assume any oblliration 1inconsistent with
anu3lcab3c fVdoral low [DESIRING TO PURCHASE WHO ARE LOCATED 1l
MUNICIPALITJ BS IN THE VICINITY OF THE PIPELINE];

(1) it will, at its own expanse, during the term of the
lease

(A) maintain the leasehold and pipeline in good
repalr;

(B) exercise the [HIGHEST] degree of care required 1;
law in using tire leasehold and operating the pipeline [TO PREYAs
A PIPELINE INCIDENT];

(C) promptly repair or remedy any damage to [OIL
DESTRUCTION OF] the leasehold [OR PIPELINE];

(D) promptly compensate for [REMEDY] any damage to
or destruction of property for which the carrier is liable
resulting from damage to or destruction of the leasehold or
pipeline;

[(12) IT WILL NOT TRANSFER, ASSIGN, ORDISPOSE OF IN AMY
MANNER, DIRECTLY OR INDIRECTLY, OR BY TRANSFER OF CONTROL OF *""HE
CARRIER CORPORATION, ITS INTEREST IN A RIGHT-OF-WAY LEASE, OR ANY
RIGHTS UNDER THE LEASE, OR ANY PIPELINE SUBJECT TO THE LEASE, EXCEPT
AS AUTHORIZED BY THE COMMISSIONER, UPON APPLICATION BY THE CARRIER;
THE COMMISSIONER SHALL NOT UNREASONABLY WITHHOLD HIS CONSENT TO THE
TRANSFER, ASSIGNMENT OR DISPOSAL;]

(33) 31. w133 fJlo with the eomv.l asionor a writl.en -appoint -
merit of a named penman*"tit res ldent of the state to bo its register-d
alanl. in the stale and to roc" ive :wi"V.i<* of notices, regulations ,
\N<cls li>ns and <ri* rs of | lie <«<>:lIssloruf; IP itfalls to appoint an
"l for riu™'|c™, I"*bv1 i may h mad" by poallnga copy In tin;

S.oa
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of:"iet. of the commissioner and filing n copy of it in the office

of the lieutenant governor and by mcllinr, a copy to lessee *s last

known address;

(1J) tlie applicable law of this state v/ill be used in
resolving questions of interpretation of the lease]_

(15) _id; will bi: liable to t\Me state for dariapen or
injury incurrod by the state caused by the constructJon, oneration
or malr.tcnance of the pipeline and it will indemnify the state for
the 1lial:1llties or damaeosy

(16) it will procure and furnishliability and proneif:y
darnape insurance from a company licensed to do business in the state
or furnish othc—r security or undertaking upon the terms and couoli ions
the ca;nnlss:ioneir considers necessary if the cor.vlsslonor finds that
the not assets of the less.see are Insufficient to protect tlie public
from damapc for which the lessee may be .llabile arisinr out of the
construction or operation of tlie ninollnc.

(b) The .lease will also contain terms andconditions that awy-

reasonably necessary to obligate the lessee, tothe o:tont reasonably

pract:i cable, to

involving a suoerior nubile interest:
(?.) protect stale and nrivute property interests;
(3 prevent any sirnlfleant: adverse environmental 3!pact,

includ.inr. hut not limited to the erosion of the surface of the Jland,

and < mto fish and vil.".iliand tla.ir h'd>isat;

ULL. '™ store and rewgpatvil+ durln=: the term and at vir:P'na“
of th'' | aso; and

(5) 1 rote“Ct ‘'die ‘'ilitervs-d._;: [jrlivddual s 1jyLap 1n ule

pc neun | ur 1 <7 1l i*iplil -oi'~v;ny who rely in tin* fish, wl1<«!!iw, and

- |(>__
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biotic resource's of the aroa for r.ubsintence ninmosos.

(c) In the ov- nt. tho cormni :;sioner rronooor, to offer n lease err
leases to two or more !ossees for tine snne nivoline. the commisslonc:
may Include terms 1a fhc leasa or ieaaeo which crtab13oh 1lhe 11mlt
of tlie obiiwitiplls ard 1llabil >ties of noii les.sre a.rlsir,a under r.iis
chanter g* under the lease or leases.

(d) fiie lease mey_contain other tor.l,a and none"it.ions that will

reasonably protect tlie live;.;. .ronerty and renewal welfare of tine

people of Alaska.
Sec. 10. AS 38.33.130 is amended to read:
Sec. 38.35.130. RIGHT-OF-WAY EASEMENTS OR LEASES

ACQUIRED FROM OTHERS. (a) The lessee may [LEASE SHALL CONTAIN TUP
FURTHER EXPRESS AGREEMENT BY THE CARRIER THAT

(D IT wiLL, UPON A DETERMINATION BY THE COMMISSIONER AND
UPON REASONABLE CONDITIONS AND AT A JUST PRICE, CONVEY TO THE STATE
ANY RIGHTS-OF-WAY, IttCHT-OF-WAY PERMITS, EASEMENTS. OR LEASES PREVIOUSLY]
ACQUIRED OR TO BE ACQUIRED FOR RIGHT-OF-WAY PURPOSES FOR THE PIPELINE
SUBJECT TO THE LEASE;

(2) THE STATE RESERVES TO ITSELF AMD THE LESSEE GRANTS TO
THE STATE THE SOLE RIGHT TO CONDEMN, BY DECLARATION OF TAKING, REAL
PROPERTY FOR RITIIT-OF-WAY PURPOSES AMD TO ACQUIRE TO THE EXTENT
FEDERALLY PERMISSIBLE LEASES OF OR EASEMENTS OR RIGHTS-OF-WAY ON
PUBLIC LANDS BELONGING TO THE UNITED STATES IN THIS STATE, INCLUDING
"WITHDRAWN PUBLIC LANDS"™ AS THAT TERM IS DEFINED IN SECS. 3(E), 17(0)
AND (D)(3), AND 22(l) OF THE ALASKA NATIVE CLAIMS SETTLEMENT ACT
(PL 92-203; 85 STAT. R88; ™13 U.S.C. 1(0.1 ET SEQ.), REQUIRED FOR RIG: -
OF-NAY PIIUPOBJ..". FOR THE PIPE!,T HE NUR."ECT TO THE LEASE;

(3)THE llruR!HR w.eILL), if him conm.i.rnione r delor"/i ter. tlie
functionto It, ctilitumipy dec tarat ton of tak.1 1l under

- 11-
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AS 09.55.°1?0 - 00.55.MnN0, real property and acquire leases of or
easements or rl Zils-of-way on [PUBLIC] "ends in the state [BELONGTE; ;
TUl;: UNITED STATES, INCLUDING "WITHDRAWN PUBLIC LANDS"™ ] required for
riij ht-of-way purpose;-, for a [THL] nineJine subject to the lease, on
behalf of and as ardent for the state, 1in which title to or interosi
in the land shall vest.

(b) Tiie lease shall contain a covenant [REQUIRED BY THIS SECT!
SHALL BE ACCOMPANIED BY A PROVISION] that the land, richt-of-way,
or easement acquired under this section is or will form part of the
land leased to the lessee [CARRIER].

Sec. 11. AS 38.35*1-10 is repealed and re-enacted to read:

Sec. 38.35.1IRQ. PAYMENT ON RENTAL AMD COSTS. (a) The lease
price for a rlght-of-v."a.v lease shall be the annual fair market
rental of the state lands included in the ri[jnt-of-v/ay based on the
appraised fair market value of the land. The appraised fair market
value of the land leased for rinht-of-v/ay shall be determined
without regard to any enhancement in value attributable solely to th
construction of pipeline facilities on theland orthe use ofthe la
for pipeline purposes. The lease price is payable annually 1in
advance on or before the anniversary of the lease. The appraised
fair market rental value shall be adjusted periodically under the
proves iaq:.-; of nS 38.0[).105.

(b) The lessee shall rt ii.sburae the state for all reasonable
costs 1incurred in moni iori.n;-; the construction of the pipeline on
tin- ri<;ht-o I"-iiny .

Hoc. 12. AD 38.35.150 |Is t-opea.led.

1;. a:: 3ft. 35. ITo Is. srijoi.cioii to read: -

35.if.n. tlambekr or rtcht-on-v/ay leauk [, c;:i;'fr].r?

OR PI"LILIHI . ijo les | t"Als. 1EI< 1 may transfer (, AUGIGN, 1 or di.spe:
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In any manner its right-of-way lease, or any rights under the

lease, [OR AHY PIPELINE.! subject to the ".ease, whether on state
[PUBLICJ land or olher land in the state, cither voluntarily or
involuntarily, directly or incirire-ctly, or by trailsfor of control of anv
corporation holding the lease [OK CERTIFICATE OR OWNING THE PIPELINE. 1
to any person, without not! fyl nr the comi.is.-loner [EXCEPT TO THE

EXTENT THAT THIS COMMISSIONER, AFTER CONSIDERATION OF THE PUBLIC IRTISHNT...
CONVENIENCE, AND NECESSITY, LY ORDER AUTHORIZES THE TRANSFER. THE
COMMISSIONER SHALL NOT UNREASONABLY WITHHOLD THIS AUTHORIZATION. THE
APPLICATION SHALL BE DISPOSED OF AS IF THE PROPOSED TRANSFEREE OR
ASSIGNEE WERE MAKING APPLICATION UNDER SECS. 30 - 100 OF THIS CHAPTER.].
W N AQ FFTV. 17H are yemrofled snd Vigo..prnto o P2

si

Soc. 38.33.170. FORFEITURE OF LEASE. Failure to begin con-—
struction of the pipeline facility within a reasonable time of the
Granting of a right-of-way lease under this chapter fox  reasons within
the control of the lessee ov- failure of an owner of an interest
in the granted right-of-way substantially to comply with 1—e terms
of the right-of-way shall be gx"ounds for forfeiture of the right-of-wa./
interest of the lessee or owner 1in an action brought by the commis—
sioner .in the superior court. Before the commencement of any action fo -
forfeiture of an interest, in a right-of-way under this section,
the commissioner shall give the .lessee or owner of the _interest notice
in writing of the alleged default and shall not commence the proceed lir-
un loss tnc Jesiu o or owner of the interest has failed to initiate good
faith efforts to cure D.I7T onfault within bn iP-ys of the notice of 11 «
al logfu d>1gu It.

Hoc . 13* AH A 1-"I'MIDO is rempealed and t*o-. naoted to read:

Hoc. 35 13. IUG. IN,MENOTION: ;. Whon in ~Lie judgment or the
comm Is;; toner a n-.rrton In:; No lal m »r .is short to violate a prov 1r i-:n.
e |
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of this chapter or covenant, term or condition of a lease, the
attorn®"";/ penor*tal , cn advice of the commissioner} may seek a
prohibition or mandatory 1injunction from the superior court to remedy
the violation.
JSec. 16. AS 38. Sri.190(h), (c) and (d), AS 3B.35.200 and AS 38.35.220(d)
p/\ repealed.
Sec. 17. AS 38.3j is amended by adding a new section to road:
Sec. 38.35.225. JUDICIAL REVIEW OF DECISIONS OF COMMISSIONER ON
APPLICATION. () An applicant or competing applicant or a person
who raises objections within 60 days of the publication of notice under
soc. 70 of tliis chapter are tlie only persons with standing to seek
JUAAC tu-l iuvid®™ "ii & CluCiS101 O j* MU GGifiiij.S & LU ii@rs 1
(b) The only grounds for which judicial review of a decision
of the commissioner are
(1) failure to follow the procedures set out in this
chapter; or
(2) abuse of discretion so capr.i.cious, arbitrary
or confiscatory as to constitute a denial of due process.
Soc. 18. AS 33.35.230 1is repealed and re-cna“cvted to read:
Sec. 33.35.230. DEFIINTIGHS. Inthis chapter
¢ (1) "commissioner”™ moans the commissioner of natural
Jvr;ou.Wrt; ;
(?.) "natura®J gasllincludes aidl hydrocarbons produced at

the v.villhead not haf!ﬂ--l as oil;

(3) "o ”I" Includes ev\UU 1 lrolou;:. oil. and o t.lior hydro* : rbon.
j"cgard 1e of gravity which are produced at the woilhead 1in Tiiiuid
form and I.lie Jire id liyiitvc.iriHum &Ll*e :las di 1 1i lute or enndrnsnl!."e

i7aflive si or e hearted I'rev! gas, other Ilian p is produced In assoc i L*n;
Willi oil pud . iplyv tn> wii ar. “ens.iu, .h enl (as,;
-1
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(/) "product” moans refined crude oil, crude tops,
topped crude, processed crude petroleum* residue from crude petroleum,
cracking stock* unerneked fuel oil* fuel oil, treated crude oil,
residuum, gas oil* casinghead .gasoline, natural gas gasoline,
naphtha, distillate, gasoline, kerosene, benrdne, wash oil, waste; oil,
blended gasoline, lubricating oil, blonds or mixtures of petroleum, and
any liquid products or by-produ*t derived from crude petroleum oil or
natural gas:
(5) "state land" means
(A) "state lands” as defined in AS 38.05*365;
(B) public land of the United States selected bytlie
state under see. 60f the Alaska Statehood Act of 1;50 (PL 05-503;
72 Stat. 399)» as amended, and real property of the Unlited
States transferred to the state under secs. 21 35 and *15 of the
Alaska Omnibus Act of 1959 (PL 86 - 70 73 Stat. 1*11), as
amende 1
Sec. 10. AS 09.55.2*I0(a) (12) 1is amended to read:
(12) [SUIJIKCT TO THE REQUIREMENTS OF THE ALASKA RIGHT-(
LEASING ACT OF 1972 (AS 38.35),] for the location of pipelines for
gathering, transmitting, transporting, storing, or delivering natural
or artificial gas or oil or any liquid or gaseous hydrocarbons,
incli-.ding, but not limited to, pumping stations, terminals, storage
tanks , or reservoir::, and related lnsi.—FJ ].ations .
Sec. 20 AS 98.05.0;:0(c) (1) 1.; amended to road:
(1) granting lease;: of stat- (PUBLIC] Uland [ADD ISSUING
CUVifi"TFICATI;;; J for l>Imfj jlb» right-of-v/ny purpose.-,;
He :. 21. AS gU.05.1i, 0(e)(2) is aimuided to read;
(2) leasing ptir.-i® elii;z, or nthrpul:;e af.viuir ing (inclic i ;m
ri*l imi<el<ii b.v. Her I C 1led id" 1-dlitig), = i:.eni*>|l.s OP Oilier 1nlLlirest . 5ii
- 15-
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[ON PRIVATE OR FEDERAL] 1land in this statefor thepurpose of utilising
or granting leases of the land, easements or interests for pipeline*
right-of-way purposes;
Sec, 22. AS 38.05.020(c)(3) 1is repealed.
Sec. 23- AS 33.05.020(c)(3) 1is amended toread:

(*1) investigating any matters concerning any lessee
[CARRIER] with a view to assuring compliance by it with its
right-of-way Jlease, [CERTIFICATES ISSUED UNDER THAT LEASE,] this
chapter, and any other applicable state or- federal law;
Sec. 2¥1. AS 38.05.330 is amended to read:

Sec. 38.05.330. PERMITS, The director, without the prior
PDrircriyrii of the commiss loner * may 1issu"? permits eights-of ay or
easements on state land for secondary roads, trails, ditches, fleld
gall]ering nines or transmission and distribution pipelines not
subject to AS 38.35, telephone and transmission lines, log storage,
oil well drilling sites and production facilities for the purposes
of recovering minerals from adjacent land:; under valid lease, and
other similar uses or improvements, or for the limitedpersonal use
of timber or materials. The commissioner, upon recommendation of the
director, shall establish a reasonable rate or fee schedule to bo
cjiargcd for these uses. In the granting, suspension or revocation of
a permit or casement of lands, the director shall give preference to
that use of the land which will be of greatest economic bc-nefit to the
r.latc.* and the development of its, resources. however, first preferinc--
shall 1)0 “ranted to the* upland owner »6r the us““ of a tract of tide Imm:<.
or tideland and contiguous submerged land, which is. aeawai d of the
lie land 1iirep=rly of the upland owner and which 1is. needed by the upland
owner Tfeu®.any of 11i““ purposes fur which the use may be granted.

25. Tit's. Ad l.aale .; effecl. on Ih"™ day s.I'T i' .its passage and

-i >~
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approval or on the day it becone.3 lav; without approve.] ,
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The Legislature of the State of Alaska

FISCAL NOTE

First Special Session - Eighth Legislature

I . REQUEST
Bill

Title:
Requested by:
Return

Identificatio

1. FISCAL DETAIL
Budget Request Unit(s) Affected:Land Management,

Rights-of-wa" Leases Over State Land for Oil
Legislative Finance; Date:
Date Requested: October 17. or as soon after that date as nnssihlp
Agency: Revenue and Natural Resources Program:

n: SB-3, hb-3

and Gas Tran«;nnrtni-inn

In/Ti /73

Division of Lands

A. EXPEND I'NURES: (Thousands of dollars)
OBJECT FY 71 FY 75 FY 76 FY 77 Fy 78
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
500 LAND & STRUCTURES 1
700 GRANTS, CLAIMS, ETC.
TOTAL
B. FUNDING: (Thousands of dollars)
GENERAL FUND L
FEDERAL FUNDS
OTHER
C. POSITIONS:
PERMANENT/TEMPORARY / / / / /
MAN MONTHS (P./T.) / / / / /
. ANALYSIS (See Fiscal Note Preparation Instructions, Section 1II11)

Rights-of-way

Lands. Additional

FY 79

leases will be administered by staff of Division of
Note for SB-8

personnel are budgeted on Fiscal

\ e
1v. ATTACHMENTS
V. DATE:. - Nef, [/ -; PREPARED BY: / -,V
Original: Legislative Finance

co:

Budget and Management

Prime Sponsor

(First Legislator Named)
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The Legislature of the State of Alaska
FISCAL NOTE

First Special Session - Eighth Legislature
. REQUEST
Bill Ildentification: SB-3, MB-3
Title: Rights-of-way Leases Over State Land for Oil rind Gas Transnnrtatinn
Requested by: Legislative Finance® Date: in/ll /73
Return Date Requested: October 17, or as soon after that date as possible
Agency: Revenue and natural Resources Program:

I1. FISCAL DETAIL
Budget Request Unit(s) Affected:Land Management, Division of L?nds

A. EXPEND ITURES : (Thousands of dollars!

OBJECT FY 771 FY 75 FY 76 FY 77 FY 78 FY 79

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

A0O COMMODITIES

500 EQUIPMENT

600 LAND & STRUCTURES m 1 ;
700 GRANTS, CLAIMS, ETC.

TOTAL

B. FUNDING: (Thousands of dollars)

f
GENERAL FUND
FEDERAL FUNDS
OTHER
C. POSITIONS:
PERMANENT/TEMPORARY /f / / / / /
MAN MONTHS (P./T.) V / YA / / /
. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
Rights-of-way leases will be administered by staff of Division of
Lands. Additional personnel are budgeted on Fiscal Note for SB-8 -- 1IB-8
\
1v. ATTACHMENTS
Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)
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