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I N  T H E  H O U S E  B Y  T H E  F I N A N C E  C O M M I T T E E

S E N A T E  C S  F O R  CS  F O R  H O U S E  B I L L  NO. 7 

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

E I G H T H  L E G I S L A T U R E  - F I R S T  S P E C I A L  S E S S I O N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  c o m m o n  p u r c h a s e r s  o f  oil;- a n d

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

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

* S e c t i o n  1. A S  31 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  t o  r e a d :

C H A P T E R  15. C O M M O N  P U R C H A S E R S  O F  OIL.

Se c .  3 1 . 1 5 . 0 1 0 .  H E A R I N G  O N  Q U E S T I O N  O F  D I S C R I M I N A T I O N .  (a)

U p o n  t h e  c o m p l a i n ;  o f  a p e r s o n  h a v i n g  a n  i n t e r e s t  i n  t h e  p r o d u c t i o n  o f

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

at  t h e  c o m m i s s i o n ' s  o w n  d i s c r e t i o n ,  t he c o m m i s s i o n  m a y  h o l d  a  h e a r i n g  of’ 

h e a r i n g s  t o  d e t e r m i n e  i f  t h e r e  h a s  b e e n  u n j u s t  a n d  u n r e a s o n a b l e  d i s ­

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

(1) in f a v o r  o f  o n e  o r  m o r e  o w n e r s  o f  o i l  p r o d u c r J  a s  

a g a i n s t  a n o t h e r  o w n e r  in t h e  s a m e  f i e l d ;  or

(2) in f a v o r  o f  o n e  o r  m o r e  f i e l d s  in  r e a s o n a b l y  c l o s e  

p r o x i m i t y  to  e a c h  o t h e r .

(b) In  d e t e r m i n i n g  w h e t h e r  t h e r e  h a s  b e e n  u n j u s t  a n d  u n r e a s o n a b l e  

d i s c r i m i n a t i o n  in  f a v o r  o f  o n e  o r  m o r e  o w n e r s  o f  o i l  p r o d u c e d  f r o m  a 

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

t h e  s a l e s  p r i c e s  o f  tlie o i l ,  a n d  o t h e r  r e l a t e d  m a t t e r s .

(c) In d e t e r m i n i n g  w h e t h e r  t h e r e  h a s  b e e n  u n j u s t  a n d  u n r e a s o n a b l e  

d i s c r i m i n a t i o n  in f a v o r  o f  o n e  o r  m o r e  f i e l d s  in r e a s o n a b l y  c l o s e  

p r o x i m i t y  t o  e a c h  o t h e r ,  t h e  con a n i s s i o n  s h a l l  c o n s i d e r  t h e  k i n d  a n d  

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

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

t h e  t e r m  o f  t h e  o f f e r i n g s ,  a n d  o t h e r  r e l a t e d  m a t t e r s .

S e c .  3 1 . 1 5 . 0 2 0 .  D E T E R M I N A T I O N  O P  C O M M O N  P U R C H A S E R .  (a) W h e r e  a 

n u r c h a s e r  is  p u r c h a s i n g  f r o m  a f i e l d  a n d  t h e  c o m m i s s i o n  f i n d s  t h a t  

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

w i t h  r e g a r d  t o  dLl o f f e i e d  f o r  s a l e  in  f a v o r  o f  o n e  o r  m o r e  o w n e r s  

o f  o i l  p r o d u c e d  i n  t h e  f i e l d ,  h e  s h a l l  o r d e r  t h e  p u r c h a s e r  g o  be 

a c o m m o n  p u r c h a s e r  w i t h  r e s p e c t  bo o a l  o f f e r e d  f o r  s a l e  f r o m  t h e  

f i e l d .

(b) W h e r e  a  p u r c h a s e r  is  p u r c h a s i n g  f r o m  f i e l d s  in  r e a s o n a b l y  

c l o s e  p r o x i m i t y  t o  e a c h  o t h e r  a n d  t h e  c o m m i s s i o n  f i n d s  t h a t  t h e  

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

r e g a r d  t o  o i l  o f f e r e d  f o r  s a l e  i n  f a v o r  o f  o n e  o r  m o r e  o f  t h e  f i e l d s ,  

re s h a l l  o r d e r  t h e  p u r c h a s e r  to b e  a c o m m o n  p u r c h a s e r  w i t h  r e s p e c t  to  

o i l  o f f e r e d  f o r  s a l e  f r o m  e a c h  f i e l d  i n v o l v e d .

(c) A p u r c h a s e r  c a n n o t  b e  o r d e r e d  t o  b e  a c o m m o n  p u r c h a s e r  

s'r. t h e  b a s i s  o f  p u r c h a s e s  o f  o i l  t a k e n  in  k i n d  b y  t h e  U n i t e d  S t a t e s  

o r  t h e  S t a t e  o f  A l a s k a ,  o r  o n  t h e  b a s i s  o f  t h e  p a y m e n t  o f  r o y a l t i e s ,  

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

i n t e r e s t s , w h e t h e r  i n  k i n d  o r  in v a l u e  o r  o n  t h e  b a s i s  o f  a  p r o d u c e r  

t a k i n g  i t s  o w n  p r o d u c t i o n .

S e c .  3 1 . 1 5 . 0 3 0 .  R E S P O N S I B I L I T Y  O P  C O M M O N  P U R C H A S E R .  (a) A 

c o m m o n  p u r c h a s e r  p u r c h a s i n g  in t h i s  s t a t e  s h a l l  p u r c h a s e  r a t a b l y  

• r c h o u t  u n j u s t  a n d  u n r e a s o n a b l e  d i s c r i m i n a t i o n  i n  f a v o r  o f  a n y  o w n e r  

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

r e d u c e d  f r o m  a f i e l d  w h e r e  it is a c o m m o n  p u r c h a s e r  o r  f r o m  f i e l d s  in 

" s a s o n a b l y  c l o s e  p r o x i m i t y  t o  e a c h  otl >r w h e r e  it is a c o m m o n  

r „ r c h a s e r .

(b) I f  a p u r c h a s e r  is a  c o m m o n  o u r c h a s e r  in  m o r e  t h a n  o n e  f i e l d  
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i n  r e a s o n a b l y  c l o s e  p r o x i m i t y  t o  e a c h  o t h e r ,  t h e  c o m m i s s i o n  m a y  o r d e r  

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

t i o n s  w h i c h  w i l l  p r e v e n t  u n j u s t  a n d  u n r e a s o n a b l e  d i s c r i m i n a t i o n  a m o n g  

t h e  f i e l d s .

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

t h e  c o n n e c t i o n s  o f  t h e  v a r i o u s  p r o d u c e r s  a n d  w h e n  u n j u s t  a n d  u n r e a s o n ­

a b l e  d i s c r i m i n a t i o n  is f o u n d  t o  b e  p r a c t i c e d  b y  a n y  c o m m o n  p u r c h a s e r  as  

d e f i n e d  i n  t h i s  c h a p t e r  t h e  c o m m i s s i o n  s h a l l  I s s u e  a n  o r d e r  t o  t h e  

c o m m o n  p u r c h a s e r  t o  m a k e  r e a s o n a b l e  e x t e n s i o n s  o f  t h e i r  l i n e s  a n d  

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

S ec. 3 1 . 1 5 . 0 ^ 0 .  P E N A L T Y .  A p e r s o n  v i o l a t i n g  a n  o r d e r  i s s u e d  

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

p e n a l t y  o f  n o t  l e s s  t h a n  $ 1 , 0 0 0  n o r  m o r e  t h a n  $ 1 0 , 0 0 0 .  E a c h  d a y  a 

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

Se c .  3 1 - 1 5 . 0 5 0 .  D E F I N I T I O N S .  In  t h i s  c h a p t e r

(1) " c o m m i s s i o n "  m e a n s  t h e  A l a s k a  P i p e l i n e  C o m m i s s i o n ;

(2) " f i e l d "  m e a n s  a  g e n e r a l  a r e a  w h i c h  i s  u n d e r l a i n  or  

a p p e a r s  t o  be u n d e r l a i n  b y  at l e a s t  o n e  p o o l ,  a n d  i n c l u d e s  t h e  

u n d e r g r o u n d  r e s e r v o i r  c o n t a i n i n g  o i l  o r  g a s ;  a n d  t h e  w o r d s  " p o o l "  

a n d  " f i e l d "  m e a n  t h e  s a m e  t h i n g  w h e n  o n l y  o n e  u n d e r g r o u n d  r e s e r v o i r  

is i n v o l v e d ,  b u t  " f i e l d "  u n l i k e  " p o o l "  m a y  r e l a t e  t o  t w o  o r  m o r e  

p o o l s ;

(3) " o i l "  i n c l u d e s  c r u d e  p e t r o l e u m  oil a n d  o t h e r  h y d r o ­

c a r b o n s  r e g a r d l e s s  o f  g r a v i t y  w h i c h  a r e  p r o d u c e d  at t h e  w e l l h e a d  

in l i q u i d  f o r m  a n d  t h e  l i q u i d  h y d r o c a r b o n s  k n o w n  a s  d i s t i l l a t e  or  

c o n d e n s a t e  r e c o v e r e d  o r  e x t r a c t e d  f r o m  g a s ,  o t h e r  t h a n  g a s  p r o d u c e d  

i n  a s s o c i a t i o n  w i t h  o i l  a n d  c o m m o n l y  k n o w n  a s  c a s i n g h e a d  g a s ;

(*0 " p o o l "  m e a n s  a n  u n d e r g r o u n d  r e s e r v o i r  c o n t a i n i n g  

o i l ;  e a c h  s o n e  o f  a g e n e r a l  s t r u c t u r e  w h i c h  is c o m p l e t e l y  s e p a r a t e d
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f r o m  a n v  o t h e r  z o n e  I n  t h e  s t r u c t u r e  Is c o v e r e d  b y  t h e  t e r m  " p o o l " ;

(5) " p u r c h a s e r "  m e a n s  a  p e r s o n  w h o  p u r c h a s e s  o i l  in  t h e

s t a t e .

* S e c .  2. AS 4 * 1 . 6 2 . 3 3 0 ( 3 )  is  a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  t o  r e a d :

(37) A l a s k a  P i p e l i n e  C o m m i s s i o n  a s  to  f u n c t i o n s  r e l a t i n g  

t o  c o m m o n  p u r c h a s e r s  u n d e r  A S  3 1 . 1 5 *

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

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

_il—
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V I  • " .I .I  i

S  r a  r i: i > l • j\. j. A  ;s K  a

c . i v  c £  n r  t i i i  o n v E R N r u
l l  i ;  K  I !  A  I.T

P u r s u a n t  t o  the? U n i f o r m  U n i t s  o i  t h e  L e g i s l a t u r e  I 

v:;i ] 1 b o  t r a n s m i t t i n g  a  b i l l  r e l a t i n g  to  c o m m o n  p u r c h a s e r s  

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

i n  t h e  R i g h t - o f - W a y  L e a n i n g  .hot o f  1 9 7 2 w h i c h  m a y  h a v e  

a l l o w e d  t h e  C o m m i s s i o n e r  o f  N a t u r a l  R e s o u r c e s  t o  r e q u i r e  

a n y o n e  t r a n s p o r t i n g  o i l  o r  g a s  t o  cilso g o  i n t o  t h e  b u s i n e s s  

o f  b u y i n g  i t  a s  a  c o n d i t i o n  o f  c r o s s i n g  s t a t e  l a n d .

T h e  m e a s u r e  b e i n g  o f f e r e d  n o w  e n a b l e s  t h e  C o m m i s s i o n e r  

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

a n d  u n r e a s o n a b l y  a m o n g  t h o s e  w h o  o f f e r  o i l  f o r  s a l e  f r o m  a 

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

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

d i s c r i m i n a t i o n  a m o n g  s e l l e r s .

A n  i n v e s t i g a t i o n  i n t o  a l l e g e d  d i s c r i m i n a t i o n  m a y  b o  

i n i t i a t e d  e i t h e r  b y  t h e  C o m m i s s i o n e r  o n  h i s  o w n  i n i t i a t i v e  

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

i n c l u d e  p u b l i c  h e a r i n g s .  I f  t h e  C o m m i s s i o n e r  f i n d s  t h a t  

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

lie m u s t  o r d e r  t h a t  p u r c h a s e r  t o  b e c o m e  a c o m m o n  p u r c h a s e r .

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

i n v o l v e d ,  t h e  C o m m i s s i o n e r  h a s  t h e  a u t h o r i t y  t o  t a i l o r  h i s  

o r d e j: t o  r e  f 1 e c  t d i f f e r i n g  c i r c u i a s  t a n c o s .

C o m m o n  p u r c h a s e r  s t a t u s  r e q u i r e s  a  p u r c h a s e r  t o  b u y  

p r o p o r t i o n a t e l y  f r o m  a l l  o f  t h o s e  o f f e r i n g  o i l  f o r  s a l e ,  

a c c o r d i n g  t o  t h e  v o l u m e s  o f  o i l  o f f e r e d .
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111 THE LEC1 RLATURE OP THE STATE OP ALASKA 

EIGHTH LEGISLATURE •• F IR S T  .SPECIAL SESSION
I

a  b i l l

For an Ac I: e n t i t le d :  "An Act r e la t in g  to common purchasers o f  o i l ;
;; and p r o v id in g  fo r  an e f f e c t iv e  d a te ."

' BE I T  El!ACTED BY THE LEGISLATURE OP THE STATE OP ALASKA:
* S e c tio n  1 .  AS 31 is  amended by add ing  a new chapter to  read :

CHAPTER IS . COMEOH PURCHASERS OP O IL .
II
.! Sec. 3 1.1* 5 .0 10 . HEARING ON QUESTION OF D IS C R IM IN ATIO N . (a)
II

l U ^ r  n  r\ ̂ » » 7 » ;  #*> t*' r> n r ? r » c *  a h  Ti 0 ^ 7  *? fi* u  vi *' y\* * ri n  i"! A P
J- *- t-' *- • - •«» * - ^  - *“>  * - -« -  c* j, w  - —  1 —  i -     - —     l-  - - -

t

o f o i l  from a f i e l d  or at the com m issioner1 s own d is c r e t io n ,  the 
com missioner may h o ld  a h e a r in g  or hearings  to  del;erm ine i f  there  has 

been u n ju s t and unreasonable d is c r im in a t io n  in  purchases o f  o i l  o f  fere-, 

fo r  purchase , w ith in  the s ta te ,
( 1 )  in  favor  o f  one or more owners o f  o i l  produced as 

a g a in s t another owner in  the same f i e l d ;  or
(?.) in  favor  o f  one or more f ie ld s  in  reasonab ly  c lose  

p r o x im ity  to  each o th er ,
(b) Tr doterm in i nr; whether there has boon u n ju s t  and un-

rva. enable d i .• .crim ination in  favor  o f  one or more owners o f  o i l  
produced from a f i e l d ,  the commissioner* s h a ll c on s id e r  the  k in d  awi
q u a l i t y  oi* the o i l ,  the sa le s  p r ic e s  o f  1 >... o i l ,  and o th er  re la te d

i .a' I era .
( c )  I n  fi ■ ’ l.ei'!ji 1 j i.i n ' wi i' • t ! r  • r  th  w e  j , I»• «11 u n ju s t -  am i m e -

I 'e a .: i a i a I • .1 t i . c r  i I:, i I '■ ’ *> \: i l ■ I 'aw ■ o ' ’ <'! n (.!'■!:' s i a ■ > “; > . < : ; i n i v  ;t s o . > 11 i ;
>• r.|" i m  i ‘ y  I . > "  a * * 11 ul !i. r  , t I • * c a m e  is : t..; u ■ r s h a l l  c. u i s i d  ■ i ■ I L  ' • 1..

M'i'i ' 111 i I .! t y i • f |,| .1* ..ll, 1 In* :: 11 : n  r i e -; n f  lie o i l ,  l i e  si : • ■ a n d

... | .
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lo c a t io n  o f  the f i e l d s , the maximum e f f ic ie n t  rate  o f  p ro d u c tio n  from 
the  p o o ls , tlie  cost and moda o f  tr a n s p o r t in g  the o i l  from the f i e l d s ,  

the  term o f the  o f f e r in g s , and o ther  r e la te d  m atters .
Sec. 3 1 . 1 5 .  OHO. DKTERMIHATTON' OF COMMON PURCHASER. (a) Where a

purchaser is  purchas ing  from a f i e l d  and the com missioner f in d s  tha t 

the  purchaser has u n ju s t ly  and unreasonably d is c r im in a te d  in  purchases 
w ith  regai'd to o i l  o ffe re d  fo r  s a le  in  favor  o f  one or more owners 
o f o i l  produced in  the  f i e l d ,  he s h a ll  order the purchaser to  be 
a common purchaser w ith  ros'noef to  o i '* o ffe re d  Pou s o lo  from the 

f i e l d .
(b) Where a purchaser Is  purchas ing  from f ie ld s  in  reasonab ly  

c lose  p r o x im ity  to  each o th er  and tlie  commissioner f in d s  th a t  the 
purchaser has u n ju s t ly  and unreasonab ly  d is c r im in a te d  in  purchases w it 
regard to  o i l  o ffe r e d  fo r  s a le  in  favo r  o f one or more o f the f i e l d s ,  

ho s h a l l  order the purchaser to  be a common purchaser w ith  respect to 

o i l  o ffe re d  fo r  s a le  from each f i e l d  in v o lv e d .
(c) A purchaser cannot be ordered to be a common purchaser

on the bas is  o f purchases o f o i l  taken  in  k in d  by the U n ite d  S ta tes  

or the S ta te  o f A la s k a , or on the bas is  o f  the payment o f  r o y a lt ie s ,  
o v e r r id in g  r o y a l t ie s ,  not p r o f i t s ,  c a rr ie d  in te r e s ts  or s im ila r  
in t e r e s t s , whether in  k in d  or in  va lu e  or on the- bas is  o f  a producer 

t a!: i  n g i t s  own pro cl u c t Jon.
dec. 3 1.1-5 .0  30. KERPOUfUP ir j'i’Y OF COMMON PORCH ACER. (a) A 

common purchaser purchas ing  in t h is  si'-atn s h a l l  purchase r a ta b ly  
w ith o u t u n ju s t at hi utn'en.joiir.ulo u:l ser i m 1 nnt i on in  favo r  o f  any owner 
or producer r v  r any o th er  :a uer or producer o ffer .1 ng to  s o i l  o i l  
fptuiuoed from a j * i »Vl c i wlr r-c i t  Is a i''ii;ao:i nn I'charer or from f i e l d .• in 
ndasoiiab I y cl (»:;•<: ppt-/1 hit ty  : •.< mirii o'* h r who .it. is. a common 
I 11 tv 11 a r.
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(b) I f  a purchaser is  a common purchaser ;l.n more than one f i e l d  

in  reasonably c lose  p r o x im ity  to  each o th e r , the  com m issioner may order 
the purchaser to purchase r a ta b ly  from the f ie ld s  in v o lv e d  in  p ropor­

t io n s  which w i l l  prevent u n ju s t  and unreasonab le  d is c r im in a t io n  among 
the  f i e l d s .

Sec. 3 1 .I5 .C d lO . PENALTY. A person v io la t in g  an order issue d  

under* t h is  chapter s i ia l l  be? assessed by th e  com m issioner a c i v i l  
p e n a lty  o f not less  than $100 nor more than  $ 1,0 0 0 . Each dry a 

v io la t io n  con tinues  c o n s t itu te s  a separate  o ffe n s e .
Sec. 3 1 .15 .0 5 0 . D E F IN IT IO N S . In  t h is  chapter

( 1 )  "com m issioner" means the  com m issioner o f  n a tu r a l

resources ;
(2) " f ie ld "  means a genera l area w hich i s  u n d e r la in  or 

appears to be u n d e r la in  by at le a s t  one p o o l ,  and in c lu d e s  the  
underground re s e rvo ir  c o n ta in in g  o i l  or ga s ; and the  words "p o o l"  

and " f ie ld "  mean the same th in g  when o n ly  one underground r e s e r v o ir  

is  in v o lv e d , but " f ie ld "  u n l ik e  "p o o l"  may r e la te  to  two or more 

p o o ls ;
(3) " o i l "  in c lu d e s  crude petro leum  o i l  and o th er  hyd.ro- 

.carbons regard less  o f g r a v ity  w hich are produced a t the w e llhe a d  

in  l i q u id  form and the l i q u id  hydrocarbons known as d i s t i l l a t e  or 
condensate recovered or* e x tra c te d  from g.as, o th e r  than gas produced 
In  assoe iat :i on w ith  o i l  and cor. aon ly  known as cas inghead  gas ;

( l|) "p oo l"  means an underground rest r v o ir  eonta.i n.lng
o i l ;  each sone o f  a genera l s tru c tu re  Which As c o m p le te ly  s e p a r a te 1 
from any nth r none .in I lie :.truo i un* is  c o v r e d  ny tin.* term "poo'!.":

(a) "purchaser" moans a person who purchases c»j 1 Jn tlie
si a t e .

•v f.i'c . . Ad *Vl. I * d ..! •' • ( *i) Is ;*<•.• •» j .!•*' i by a dd in g  a 11«* *;v paragraph to
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!■ read !' 
ii (37) Department o.f N a tu ra l lier.ourcee, as to  fu n c t io n s  

r e la t in g  to common purchaser.?, under AS 3 1* 15 -
If
i!
I;|j
■■ “ Sec. 3. Th in  Act takes e f fe c t  on the  day a fte r  i t s  passage and
!j
;• approva l or on the clay i t  becomes law  w ith o u t approval! .

. J 1 -
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T h e  L e g i s l a t u r e  of the S t a t e  of A l a s k a
F I S C A L  N O T E

F i r s t  S p e c i a l  S e s s i o n  - E i g h t h  L e g i s l a t u r e

I . REQUEST
B i l l  I d e n t i f i c a t i o n :  SB -7 , HR-7_______
T i t l e :  R e g u la t in g  c o m m o n  Pur c n o s e r s  o r  O f T1  1L U 1 C  t UXU UXiiy COllUllWii J. UJ. CIJUOV
Requested b y : L e g is la t iv e  Finance
R e t m ’n Dnl-.p Rpniinr,tf>rl: n p ' - n K n v  17
i i c e j u c u c c u  u ty . J j U q i b l c ----- .......  - ....... ...........................

R eturn  Date Requested : October 17  or ASAP
A gency : pep t .  o f  N a tu ra l Resources Program:

.D a t e :___ L Q / il/7.3.

I I .  F IS C A L  D ETA IL
Budget Request U n it ( s )  A f f e c t e d : N atur a l Resources— A d m i n .  sSum o r t
A . EXPENDITURES: (Thousands o f  d o l la r s '!”

OBJECT FY 7H FY 75 FY 76 FY 77 FY 78 FY 79
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES ‘
700 GRANTS, CLAIM S, ETC .

TOTAL

B. FU N D IN G :  (Thousands o f  d o l la r s )

GENERAL FUND f
FEDERAL FUNDS
OTHER

c. p o s i t i o n s :

PERMANENT/TEMPORARY / / / / - / /
MAN MONTHS ( P ./ T .) / / / . / V

I I I .  ANALYSIS (See F is c a l  Note P re p a ra tio n  In s t r u c t io n s , S e c tio n  I I I )  

In c lu d e d  in  F is c a l  Note fo r  SB-6, HB- A

IV .  ATTACHMENTS

V . D ATE : PREPARED BY: . <r ̂  <-•

/

O r ig in a l :  L e g is la t iv e  F inance
c c : Budget and Management

Prime Sponsor ( F ir s t  L e g is la t o r  Named)
AGO 788519
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IA
audif division
POUCH \V —  ALASKA OFFICE BUILDING

l iU li I r A iL lr A ^ )  i iA
/ FINANCE miSIOII

'E 'f iG E  L K d S f iS L A T R J B t a :  roucu m  -  s w e  capitol

IIUDGET MID AUDIT COIWFFEE /  JUNEAU 99110!

M  E  M  O R  k  N  D  U  M

TO : Chairmen and Members DATE: November 15 ,  1973
Senate & House F inance  Committees

FROM: V . Kent Dawson
F is c a l  A n a lys t 
L e g is la t iv e  F inance

SUBJ: An Act r e la t in g  to
Common Purchasers 
o f o i l  - House B i l l  7

The sepa ra tion  o f the common purchaser p r o v is io n s  in to  a separate 
act came about as part o f the Governor’ s requested revam ping o f 
the R igh t-o f-W ay Lea s ing  Act c f  19 72 . In  th a t  le g is la t io n  o f 19 7 2 , 
the common purchase p r o v is io n  had been one o f the covenants to  
which the lessee was bound at the r is k  o f making the lease  n u l l  and 
v o id .

The f i n a l  act passed by the S p e c ia l Session d if fe r e d  from the 
Governor’ s b i l l  as fo l lo w s :

Wherever the word commissioner (Commissioner o f N a tu ra l 
Resources) appeared in  the Governor’ s b i l l ,  the word 
commission (A laska  P ip e l in e  Commission) was s u b s t itu te d  
by the L e g is la tu r e .
Whereas under the Governor's  vers ion  upon com pla in t o f 
d is c r im in a t io n  by a person hav ing  an in te r e s t  in  the 
p ro duc tion  o f o i l  from a f i e l d ,  the commissioner may 
ho ld  a hear ing  or h e a r in g s , the L e g is la tu r e  changed the 
w ording t o : . . . "the  commission s h a ll." . . . .

The L e g is la tu r e  added a new subsection  (c) to  AS 3 1.3 5 .0 3 0  
which s ta tes  th a t upon the Com m ission's f in d in g  o f d is ­
c r im in a t io n  on the part o f a purchase, the commission s h a l l  
order th a t reasonable extens ions  o f l in e s  and reasonab le  
connections be made so as to  prevent the d is c r im in a t io n .
The p e n a lty  fo r  v io la t io n  was ra ise d  from the ?100 to  £ 1,000 
per day proposed by the Governor to  £ 1,000 to  *10 ,000 per 
d a y .
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Section

. 0 1 0

(Hearings)

. 0 1 0

( H o a r I n g a )

. O p O

(Reap on a la­
b i l i t y  oi* 
CeP. )

. 040
(P e n a lt y )
. 0 5 0  
( D e fn c .)

4 4 . 6 2 . 3 3 0  (c.

CP5.1H0H P U R C H A S E R  (7)

Governor' a B i l l House B il l(C S IIB  7) Senate F inance  V ers ion

' Comm In  s i  or or of 
Nat u r a l Roa ourc 0 a 
is  supervisory
agent

Commiealoner o f 
N a tu ra l Re a our co a 
la  superv isory 
agent

Reserves o p tio n  to  Reserves o p tio n  to
H o ld , or no t to  
h o ld , hoaringa 
up> on com pla in t

h o ld , or not t o  
h o ld , hearings 
uoon com pla int

Adds subsection  (c) 
w hich req u ires  a 
C-P . to  make exten­
s ion s  to  l in o s  to  
prevent d is c r ir a ln a t l

A la ska  P ip e l in e  
Commission is  
superv isory  agency 
NOTE? Change stands 
throughout b i l l  
Becomes im perative  
fo r  A .P .O . to  hold 
hearings up on c cm - 
p la in t  but roservoa 
r ig h t  fo r  A .P .C .. to  
i n i t i a t e  hearings

on
y lG O -1000 per day (jlOO-lOOO per day ^.1000-3.0,000 per day

Commissioner is  
N a tu ra l Res our cos 
Commissioner

) Refers to  D epart­
ment of N a tu ra l 
Resources

Commissioner is  
N a tu ra l Rea ourcos 
Commissioner

Refers to  D epart­
ment of N a tu ra l 
Rosources

Commission is  thu 
A laska  P ip e l in e  
Commission
Refers to  A la s ka  V i  p  01  i  n e 0 omm i  s s i  on

/
/*

f/ 0
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C O M M I T T E E  R E P O R T

S E N A T E
1-V  ?0./7 }

M r .  P r e s i d e n t :  D a t e  /<;■■'/ .

T h e  C o m m i t t e e  on  h a s  had

u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  m e m b e r s  o f  t h e  C o m m i t t e e  

( ) r e c o m m e n d s  i t  DO PASS

( ) r e c o m m e n d s  i t  DO NOT PASS

( ) r e c o m m e n d s  i t  DO PASS W ITH ATTACHED AMENDMENT(S)

( ) r e c o m m e n d s  i t  BE REPLACED WITH CS FOR _____________________________  AND THAT

CS FOR _______________________________  DO PAS J

( ) " a n d "  r e c o m m e n d s  i t  BE REFERRED TO THE _____________________________________________

COMM I TTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

M e m b e r s  s i g n i n g  t h e  M a j  o r i t / r e p o r t :

M e m b e r s  NOT c o n c u r r i n g  i n  t h e  M a j o r i t y  r e p o r t :

____________________________________________________  r e c o m m e n d s :

_____________________________________________________ r e c o m m e n d s :

_____________________________________________________ r e c o m m e n d s :

____________________________________________________  r e c o m m e n d s :________________________________________________ r e c o m m e n d s : _______________________________________________________ C h a  i r m a n
AGO 7806 J. 9



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

S E N A T E
1 - V  i J» /  7 3

M r .  P r e s i d e n t :  D a t e   _____ * ■ u_______________

T h e  C o m m i t t e e  on  ______________________________  h a s  h a d _____________________________________________

2.1 e  of* st-:*. ‘ iar.«1 f o r  p l r -2 I L i e  ■'Urr 'cno-.s) 
u n d e r  c o n s i d e r a t i o n .  A M a j o r  i t y  o f  t h e  m em b e r s  o f  t h e  C o m m i t t e e

( ) r e c o m m e n d s  i t  DO PASS

( ) r e c o m m e n d s  i t  DO NOT PASS

( ) r e c o m m e n d s  i t  DO PASS W ITH ATTACHED AM E NDM E N T ( S }

( ) r e c o m m e n d s  i t  BE REPLACED WITH CS FOR ____________________________  AND THAT

CS F O R _______________________________ DO PASS

( ) " a n d "  r e c o m m e n d s  i t  BE REFERRED TO THE ______________________________________________

COMMITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION

( ) " o t h e r "  „  i  V , , , :1,

M em b e r s  s i g n i n g  t h e  M a j o r ! t y  r e p o r t :

M em b e rs  NOT c o n c u r r i n g  i n  t h e  M a j o r i t y  r e p o r t :

____________________________________________________  r e c o m m e n d s :

____________________________________________________  r e c o m m e n d s :

____________________________________________________  r e c o m m e n d s :

____________________________________________________  r e c o m m e n d s :_______________________________________________  r e c o m m e n d s : C h a  i r m a n
AGO 788620



Source

FSS-SCS CSHB 8

LAWS OF ALASKA
1973

Chapter No. 

B

AN ACT

Relating to the lease or sale of state land for pipeline pur­
poses; and providing for an effective date.

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

c Section 1. AS 38.05 is  amended by adding a new section to 
read:

Sec. 38.05.063. SALES FOR PIPELINE PURPOSES. (a) The 
director, when i t  is  in the best interests of the state, 
may with the approval of the commissioner s e ll state land 
after public notice and without public auction for the 
following pipeline purposes:

(1) storage, surge and fuel tanks;

(2)  pump, power and compressor stations and 
station equipment;

(3) scraper trap and turbine metering f a c i l it ie s ;

( t )  topping plants and o il treating f a c i l it ie s ;

(5) valves including remotely controlled block 
valve equipment s ite s ;

(6) monitoring s ite s , navigational aid s ites , 
communication system s ite s , mechanical refrigeration equip­
ment s ite s ; and

(7) terminal and terminal fa c i l it ie s  including 
berthing f a c i l i t ie s , docks, tanker loading fa c ilit ie s  and 
tanker ballast treatment f a c i l it ie s , sanitation and sewage 
treatment fa c ilit ie s  and pollution control centers.

(b) Before ce lling land under this section the director

AGO 7 8 861 0



Chapter 0

shall determine that the land Is necessary for a purpose 
set out in (a ) of this section and he shall also determine 
that the land sold under this section uues not exceed tlie 
reasonable needs of the owners of the pipeline. The 
director shall have the land appraised and a l l  sales shall 
be at fa ir  market value or greater.

(c ) AS AA.62.330 -  AA.62.630 do not apply to deter­
minations made under this section.

(d) In this section state land Includes state lands 
as defined in sec. 365 of this chapter anr public lands of 
the United States selected by the state under see. 6 of 
the Alaska Stntehoci Act of 1956 (PL 85-500; 72 S tat. 399),
as amended, and real property of the Uni.ed States trans- t
forced to the state under secs. 21, 35 and A5 cl' the
Alaska Omnibus Act of 1959 (PL 06-70; 73 S ta t. lA l) , as
amended, but- does not include tiuelands, submerged lands
or shore land.

11 Sec. 2. AS 38.05 is  amended by adding a new section to 
read:

Sec. 38.05.076. LEASES FOR PIPELINE PUHFOSES. (a)
Tlie director, when i t  is  in the best interests of the 
state , may with the approval of the commissioner lease 
state land after public notice and without public auction 
for pipeline purposes including

(1) pipe storage yards and equipment storage
sites ;

(2) storage, surge and fuel tanks;

(3) pump, power and compressor stations and 
station equipment;

(A) scraper trap and turbine metering f a c i l i t ie s ;

(5) fuel and water lines ;

(6) topping plants and o il treating f a c i l i t ie s ;

(7) access fa c i l it ie s  including roads, bridges, 
causeways, stream crossings, a irf ie ld s  and heliports;

(8) valves including remotely controxled block 
valve equipment s ites ;

(9) effluent and diffuser outfall structures;

(10) land f i l l  and erosion and e ivironmental 
control devices and insta llations;

(11) f ire  protection systems including break­
water structures;

(12) construction, operation and maintenance 
camp s ite s ;

(13) material s ite s , spoil disposal s ite s , moni­
toring 3 ites, navigational aid s ite s , communication system

//
I
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Chanter f

si lot., mechanical rcfr3.Eorai.ion equipment c ite s ; and

(18) terminal and terminal fa c i l it ie s  including 
berthing fa c i l it ie s , docks, tanker loading fa c i l i t ie s  and 
tanker ballast treatment f a c i l i t ie s , sanitation and sewage 
treatment fa c ilit ie s  and pollution control centers.

(b) Before leasing land under this section the 
director shall determine that the land is necessary for a 
purpose set out in (a) of this section and he shall also 
determine that the land leased under this section does not 
exceed the reasonable needs cf the owners of the pipeline. 
Thu director .h a ll have the land appraised and a l l  leases 
shall be at fa ir  market value cr Greater.

(c ) AS 88.62.330 -  88.62.630 do not apply to deter­
minations made under this section.

(d) In this section state land Includes state lands 
as defined in sec. 365 of this chapter and public land cf 
the United States selected by the state under sec, 6 of 
the Alaska Statehood Act of 1958 (11 85-508; 72 S ta t. 399), 
as amended, and real property of the United States trans­
ferred to the state under secs. 21, 35 and J15 of the 
Alaska Omnibus Act of 1959 (FL 86-70; 73 S ta t. 381), as 
amended.

* Sec. 3. This Act takes effect on the day after it s  passage 
and approval or on the day i t  becomes law without approval.

-3-

Approved by governor: November 19, 1C)73
Actual effective dote: November SO, 1973
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TO :

FROM:

i\l if\ u
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r1± 3
fn\ rp n n r\ p- r ? a
I  if

FIIIANCE DIVISIOUPOUCH IVF — 5)71 CAFim

M0/r DIVISION
POUCH V/ -  ALASKA OFFICE BUIIDIIIG

BUDGET AMD AUDIT COMMITTEE / JUHEAU 99801
0 R A N D U M

Chairmen and Members 
Senate and House F inance

DATE: November 15 ,  1973

Robert L . Grogan 
F is c a l  A n a lys t 
L e g is la t iv e  F inance

SUB.J: R igh t-o f-W ay Leas ing
S u bs tan tive  Changes 
from E x is t in g  Law—  
HB 3, HB 8

1 .  A d d it io n  o f Sec. 38.35.250 b in d in g  e f fe c t  o f covenants .
Provides lessee  w ith  the r ig h t  to  c h a lle n g e  the power 
o f  the s ta te  to  req u ire  covenants .

, *i j .  .» . r* J  „  j .  j  . * n 1 n  M  ^  « r .i -  ^  _  4 . j .d. • U c  J.C U l u n  Ui Uv'/fid ollJ-iJ o.t'Jii % i\ j.-L Ui vj •/ j.o j.uiio j. ooai/t

purchase o f  a p ip e l in e  were removed.
3 . .  S u b s t itu t io n  o f a purchase p r ic e  p r o v is io n , based on 

f a i r  market v a lu e , i n  p lace  o f  p r io r  method based on a 
produc tion  form ula (see a ttachm ent).

. A d d it io n  o f se c tio n  r e la t in g  to  sa le  or lease  c f  lands 
b i l l  creates a repea ler  for  the b i l l .  The s e c t io n  a lso  
prov ides  fo r  re p o r tin g  o f  the s a le  or lease  tr a n s a c t io n s . 
Under the new s e c t io n , the  sa le  or lease  o f  lands b i l l  
w i l l  be repea led  e f fe c t iv e  September 1 ,  15 7 ^•

A GO 788613



The e x i s t i n g  lav/ p r o v i d e s  f o r  a r i g h t - o f - w a y  l e a s e  based on the  h i g h e r  o f  

two f o rm u l a s — one r e l a t i n g  t o  p i p e l i n e  a s s e t s ,  and the  o t h e r  t o  n e t  e a r n i n g s  o f  

t h e  p i p e l i n e .  A cco rd in g  t o  th e  j o i n t  s t i p u l a t i o n s  in  the  o i l  compan ie s '  s u i t  

a g a i n s t  the  S t a t e ,  t h e  a s se t  f o rm u l a ,

" 'IS 3 8 . 3 5 . 1 4 0 ( a ) ,  wou ld  r e q u i r e  a min imum a g g r e g a t e  payment 

by the  TAPS owners t o  t h e  S t a te  o f  a p p r o x im a t e l y  $ 7 2 , 7 3 9 ,8 0 0  

( o r  $ 2 , 0 7 8 , 2 8 0  p e r  y e a r ) ,  i f  TAPS were c o n s t r u c t e d  f o r  a 
t h r o u g h p u t  c a p a c i t y  o f  2 , 0 0 0 , 0 0 0  b a r r e l s  p e r  day .  The minimum 
a g g r e g a t e  r e n t a l  payment wou ld  be a p p r o x im a t e l y  $ 0 7 , 9 0 0 ,0 0 0  

( o r  $ 1 , 9 4 0 , 0 0 0  p e r  y e a r )  i f  TAPS were c o n s t r u c t e d  f o r  a t h r o u g h ­

pu t  c a p a c i t y  o f  1 , 2 0 0 .0 0 0  b a r r e l s  pe r  d a y ."

Expected revenues  under  the  ne t  e a r n i n g s  f o rm u l a  depend on t h e  manner in

wh ich  net e a r n i n g s  a r e  c a l c u l a t e d .  The j o i n t  s t i p u l a t i o n s  a n t i c i p a t e d  t h r e e

p o s s i b l e  v a r i a t i o n s :

" ( I )  'P roposed  r e g u l a t i o n s '  m u l t i p l i e s  both  ' n e t  e a r n i n g s '

2nd Tt o t 2 ! a s s e t s T (as those  terms are  used in  AS 3 8 . 3 5 .  M Q ( e ) ( 2 )  

by a te rm  r e f e r r e d  to  as the A la s ka  Land F ac to r  (ALF ) .  The 

A la s k a  Land Fac to r  is  d e f i n e d  as the  l e n g t h  o f  r i g h t-o f-wa ' ,  

o v e r  land  in  wh ich  the  s t a t e  has an o w ne r s h ip  i n t e r e s t  d i v i d e d
by the  t o t a l  l e n g th  o f  th e  p i p e l i n e  in  th e  s t a t e .  Such f a c t o r
i s  0 . 3 1 8 1 .  T h is  f o rm u la  a l s o  p r o v i d e s  t h a t  in  d e t e rm i n i n g  

' n e t  e a r n i n g s ' ,  bo th  the  minimum r e n t a l  under  AS 3 8 . 3 5 . 1 4 0 ( a ) ( 1 )  

and the  p e rcen ta g e  r e n t a l  under  AS 3 8 . 1 4 0 ( a ) ( 2 )  s h a l l  be 

deducted from g r o s s  revenues .  ,

( 2 )  ' F o rm u l a  A' i s  i d e n t i c a l  t o  t h e ' f o r m u l a  d e s c r i b e d  above

except  t h a t  t h e  A la s k a  Land F ac to r  i s  n o t  used .

( 3 )  ' F o rm u la  B' i s  i d e n t i c a l  t o  Formu la  A excep t  t h a t  the  

pe r c en ta g e  r e n t a l  unde r  AS 3 8 . 3 5 . 1 4 0 ( a ) ( 2 )  i s  no+ deducted 

i n  c a l c u l a t i n g  ' n e t  e a r n i n g s ' . "

F o l l o w i n g  f h e s e  V a r i o u s  ap p ro ache s ,

" the  a v e ra g e  annua l  a g g r e g a t e  amount o f  t h e  r e n t  p a y a b l e  t o  t h e
s t a l e  o v e r  the  l i f e  o f  th e  p i p e l i n e  by a l l  TAPS owners w i l l  be

a p p r o x im a t e l y  as f o l l o w s ,  assum ing  d i f f e r e n t  r a te s  o f  r e t u r n  on 

I n t e r s t a t e  Commerce Commission v a l u a t i o n  o f  t he  p i p e l i n e  p r o p e r t y :

AGO 7886L4



ICC RATE 
o f  RETURN

USING PRC POSED 

REGULATIONS
USING 

FORMULA A
US 1 NG 

FORMULA B

2 pe r  cent

&
I f  P i p e l i n e  i s  Cons t ruc ted  f o r  

1 , 2 00 ,0 00  b b l / d a y  Th roughpu t  C apa c i t y

$ 6 , 7 0 0 , 0 0 0  $ 2 0 , 3 0 0 , 0 0 0 $ 3 9 , 3 0 0 , 0 0 0
4 pe r  cent 16 , 3 00 ,0 00 5 2 , 4 0 0 , 0 0 0 103 ,5 0 0 ,0 0 0
5 pe r  cent 2 3 , 5 0 0 , 0 0 0 7 5 , 9 0 0 , 0 0 0 150 ,8 00 ,0 00
7 pe r  cent 4 0 , 5 0 0 , 0 0 0 129 ,3 0 0 ,0 0 0 2 5 8 , 6 0 0 , 0 0 0

I f  P i p e l i n e  i s  Cons t ruc ted  f o r
1 , 2 00 ,0 00  b b l / d a y  Th roughpu t  C apa c i t y

2 pe r  cent $ 7 , 1 0 0 , 0 0 0 $ 2 1 , 5 0 0 , 0 0 0 $ 4 1 , 7 0 0 , 0 0 0
4 pe r  cent 17 , 2 0 0 .0 0 0 5 5 , 4 0 0 , 0 0 0 109 ,5 00 ,0 00
5 p e r  cent 2 4 , 9 0 0 , 0 0 0 8 0 , 3 0 0 , 0 0 0 159 ,6 0 0 ,0 0 0
7 p e r  cent 4 2 , 9 0 0 , 0 0 0 1 2 7 , 0 0 0 ,0 0 0 2 7 4 , 1 0 0 , 0 0 0

Thus ,  i n  a l l  the  cases c o n s i d e r e d ,  under  e x i s t i n g  law ,  t h e  n e t  e a r n i n g s  f o rm u l a  

wou ld  y i e l d  g r e a t e r  revenue and thu s  be in  e f f e c t .  There  i s  some f e e l  ng t h a t  t he

4% ICC ra te  o f  r e t u r n  i s  t he  one t h a t  o i l  compan ies wou ld  choose .

Gove rno r  E ga n 's  p roposa l  f o r  r i g h t - o f - w a y  l e a s i n g  wou ld  s u b s t i t u t e  a r e n t a l  based 

on f a i r  ma rke t  v a l u e .  A cco rd in g  t o  the  p l a i n t i f f ' s  proposed s t i p u l a t i o n s  o f  f a c t ,  the  

market v a lu e  o f  S ta te  r i g h t - o f - w a y  (249 o f  t h e  789 m i l e s )  i s  between $384 ,2 48  and 
$467 ,612  assum ing  a v l u e  o f  $87 - $106 pe r  a c r e .  Thus ,  t h e  revenue t o  he r e c e i v e d  under

*'his approach can be expected  1o be r a t h e r  s m a l l .  A common p r a c t i c e  in l e a s i n g  by th e
Department o f  N a t u ra l  Resources has been to  cha rge  an annua l  r e n t a l  e q u i v a l e n t  t o  6$ 
o f  the  f a i r  market  v a l u e .
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L A W S  O F  A L A S K A

19''3

Cliapler No.

 8

AN ACT

R e l a t i n g  t o  t h e  o r  s a l e  o f  s t a t e  l a n d  f o r  p i p e l i n e  p u r ­
p o s e s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .

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

* Section 1. AS 38.05 is  amended by adding a new section to 
read:

Sec. 38.05.063. SALES FOR PIPELINE PURPOSES, (a ) T h e  
director, when i t  is  in the best interests of the state, 
may with the approval of the commissioner se ll state land 
after public notice and without public auction for the 
following pipeline purposes:

(1) storage, surge and fuel tanks;

(2) pump, power and compressor stations and 
station equipment;

(3) scraper trap and turbine metering f a c i l i t ie s ;

(I)) topping plants and o il treating fa c i l it ie s ;

(5) valves including remotely controlled block 
valve equipment s ites ;

(6) monitoring s ites , navigational aid s ite s , 
communication system r ite s , mechanical refrigeration equip­
ment s ites ; and

(7) terminal and terminal fa c ilit ie s  including 
berthing fa c i l i t ie s , docks, tanker loading fa c ilit ie s  and 
tanker ballast treatment f a c i l it ie s , sanitation and sewage 
treatment fa c ilit ie s  and pollution control centers.

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

Source

F S S - S C S  CSHB 8
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Chapter 6

shall determine that tlie land lo necessary for a purpo.se 
set out In (a) of tills section and he shall also determine 
that the land sold under this section does not exceed the 
reasonable needs of the owners of the pipeline. The 
director shall have the land appraised and a l l  sales shall 
be at fa ir  market value or greater.

(c) AS UU.62.330 -  UU.62.630 do not apply to deter­
minations made under this section.

(d) In this snction state land includes state lands 
aB defined in sec, 365 of this chapter and public lands 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 trans­
ferred to the state under sens. 21, 35 and U5 of the 
Alaska Omnibus Act of 1959 (PL 86-70; 73 Stat. lU l ) , as 
amended, but does not include tidelanas, submerged lands
or shore land.

* Sec. 2. AS 38.05 is  amended by adding a new section to 
read:

Sec. 38.05.076. LEASES FOR PIPELINE PURPOSES. (a)
The director, when it  is  in the best interests of the 
state, may with the approval of the commissioner lease 
state land after public notice and without public auction 
for pipeline purposes including

(1) pipe storage yards and equipment storage
sites ;

(2) storage, surge and fuel tanks;

(3) pump, power and compressor stations and 
station equipment;

(I)) scraper trap and turbine metering fa c ilit ie s

(5) fuel and water lines ;

(6) topping plants and o il treating fa c i l it ie s ;

(7) access fa c ilit ie s  including roads, bridges, 
causeways, stream crossings, a irfie ld s  and heliports;

(8) valves including remotely controlled block 
valve equipment s ites ;

(9) effluent and diffuser outfall structures;

(10) land f i l l  and erosion and environmental 
control devices and installations;

(11) f ire  protection systems including break­
water structures;

(12) construction, operation and maintenance 
camp sites ;

(13) material s ite s , spoil disposal s ite s , moni­
toring s ites , navigational aid s ite s , communication system

-2-
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(1U) tejminal and terminal fa c ilit ie s  including 
berthing fa c i l it ie s , docks, canker loading fa c ilit ie s  and 
tanker ballast treatment f a c i l j t le s , sanitation and sc-wage 
treatment fa c ilit ie s  and pollution control ceritc-rr.

(b) Before leasing land under this section the 
director shall determine that the land is necessary for a 
purpose set out in (a ) of this section and he shall also 
determine that the land leased under this section does not 
exceed the reasonable needs of the owners of the pipeline. 
The director shall have the land appraised and a l l  leases 
snail be at fa ir  market value cr greater.

(c ) AS Uti.62.330 -  UU.62.630 do not apply to deter­
minations made under this section.

(d) In this section state land includes state lands 
as defined in sec. 365 of this chapter and 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 trans­
ferred to the state under secs. 21, 35 and U5 of the 
Alaska Omnibus Act of 1959 (PL 86-70; 73 Stat. 1U1), as 
amended.

* Sec. 3. This Act takes effect on the day after it s  passage 
and approval or on the day I t  becomes law without approval.

-3 -
Approved by governor: November 19, 1973
Actual effective date: November 20, 1973 AGO 788618
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HOUSE BILL NO. 8 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTH LEGISLATURE - FIRST SPECIAL S E S SION 

A BILL

For an Act entitled: "Ai Act rela t i n g  to the lease or sale of state land

for i-ipeline purposes; and p r o v i d i n g  for an effective 

d a t e ."

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

* Section 1. AS 38.05 is amended by adding a new section tc read:

Sec. 38.05.063. SALES FOR PIPELINE PURPOSES. (a) The director, 

when it is in the best Interests of the state, m ay wit' the approval 

of the commissioner sell state .and after p u blic notice and without 

public auction for the following nipeline purposes:

(1) storage, surge and fuel tanks;

(2) pump, power and compressor stations and station e q u i p­

ment ;

(3) scraper trap and turbine m e t e r i n g  facilities;

(4) topping plants and oil trea t i n g  facilities;

(5) valves including remotely c o n t rolled bio i t  valve 

equipment sites;

(6) m o n i toring sites, naviga t i o n a l  aid sites, commu n i c a t i o n  

system sites, mechanical refrigeration equipment sites; and

(7) terminal and terminal facilities i n c l u d i n g  b e r t h i n g  

facilities, docks, tanker loading facilities and tanker ballast 

treatment facilities, sanitation and sewage treatment facilities and 

pollution control centers.

(b) Before selling land under this section the d i r e c t o r  shall

determine that the land is necessary for a p u r pose set out i n  (a) of

-1- H B  8 ,AGO 788621
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this section and he shall also determine that the land sold un d e r  this 

section does not exceed the reasonable needs of the owners of the 

pipeline. The dire c t o r  shal], have the land a p praised and all sales 

shall be at fair m arket value or greater.

(c) AS ^ . 6 2 . 3 3 0  - AS M . 6 2 . 6 3 0  do not apply to determinations 

made under this section.

(d) In this section state land includes state lands as defined 

in sec. 365 of this c h a pter and public lands of the United States 

s elected by the state under sec. 6 of the A l a s k a  S t a t e h o o d  Act of 1958 

(PL 85-508; 72 Stat. 3 9 9 ) j as amended, and real property of the United

States transferred to the state under secs. 21, 35 and ^5 of the Alaska

Omnibus Act of 1959 (PL 86-70; 73 Stat. 1^1), as.amended but does not 

include tidelands, subm e r g e d  lands or shore land.

* Sec. 2. AS 38.05 is a m e nded by adding a new section to read:

Sec. 38.05.076. LEASES F OR PIPELINE PURPOSES. (a) The 

director, when it is in the best interests of the state, may wi t h  the 

approval of the c o m m i s s i o n e r  lease state land after public notice and 

without public auction for pipeline purposes i n cluding

(1) pipe storage yards and equipment storage sites;

(2) storage, surge and fuel tanks;

(3. pump, p o w e r  and c o m pressor stations and station

e q u i p m e n t ;

(*l) s c r aper trap and turbine m e t e r i n g  facilities;

(5) fuel and w a t e r  lines;

(6) t o p p i n g  plants and oil treating facilities;

(7) access facilities i n c l u d i n g  roads, bridges, causeways, 

s tream crossings, airfields and heliports;

(8) valves Inc l u d i n g  remotely c o n trolled block valve 

e quipment sites;

HB 8 -2-
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(9) effluent and d i f f u s e r  outfall structures;

(10) land fill and erosion and e n v i r onmental control 

devices and installations;

(11) fire p r o t ection systems I n cluding breakwater 

s t r u c t u r e s ;

(12) construction, o p eration and ma i n t e n a n c e  camp sites;

(13) material sites, spoil disposal sites, m o n i t o r i n g  sites, 

navigational aid sites, c o m m unication s ystem sites, mechanical 

refrigeration equipment sites; and

(14) terminal and terminal facilities i n cluding b e r t h i n g  

facilities, docks, t anker loading facilities and t a n k e r  ballast 

treatment facilities, s a n i tation and sewage treatment facilities 

and pollution control centers.

(b) Before leasing land under this section the director 

shall determine that the land is nece s s a r y  for a purpose set out in

(a) of this section and he shall also determine that the land leased 

under this section does not exceed the r e a sonable needs of the 

owners of the pipeline. The dire c t o r  shall have the land appraised 

and all leases shall be at fair market value or greater.

(c) AS 44.62.330 - AS 44.62.630 do not apply to determinations 

made under this section.

(d) In this section state land includes state lands as 

defined in sec. 365 of this chapter and p u blic 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 t r a n s f e r r e d  to the state under 

secs. 21, 35 and 45 of the A l aska Omnibus Act of 1959 (PL 86-70;

73 Stat. l4l) , as amended.

Sec. 3- This Act takes effect on the day after its passage and

-3- HB 8
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approval or on the day It becomes lav; without approval.
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I Original sponsor: Rules Committee
by request of the Governor

O f f e r e d :  1 0 / 2 5 / 7 3R e f e r r e d :  J u d i c i a r y
IN THE HOUSE BY THE RESOURCES COMMITTEE

CS FOR HOUSE BILL NO. 8 

IN T HE LEGISLATURE OF THE STATE OF ALASKA 

EI G H T H  L EGISLATURE - FI R S T  SPECIAL SESSION 

A BILL

For an Act entitled: "An Act relating to the lease of state land for p i p e­

line purposes; and providing for an effective date/'

BE IT ENACTED BY T HE L E G I S LATURE OF T HE STATE OF ALASKA:

* Section 1. AS 38.051 is amended by a dding a new section to read:

Sec. 38.05.063. LEASES FOR PIPELINE PURPOSES. (a) The director, 

when it is in the best interests of the state, may w1th the approval of 

the commissioner lease state land after public notice and without public 

auction for the following pipeline purposes:

ment sites;

(6) m o n i t o r i n g  sites, navigational aid sites, communication 

system sites, mechanical r e f r i g e r a t i o n  equipment sites;

(7) terminal and terminal facilities including berthing 

facilities, docks, tanker loading facilities and tanker ballast tr e a t­

ment facilities, sanitation ar.d sewage treatment facilities and 

pollution control centers;

(1) storage, surge and fuel tanks;

(2) pump, power and compressor stations and station eq u i p­

ment ;

(3) scraper trap and turbine mete r i n g  facilities;

( )  topping plants and oil trea t i n g  facilities;

(5) valves including remotely controlled block valve equip-

(8) pipe storage yards and equipment storage sites;

(9) fuel and water lines;

(10) access facilities inc l u d i n g  roads, bridges, causeways,

_ 1 _ CS1-IB 8
AGO 788625
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stream crossing, airfields and heliports:

(11) effluent and diffuser outfall structures;

(12) land fill and erosion and environmental control devices 

and installations;

(13) fire protection systems including breakwater structures; 

(1*0 construction, operation and maintenance camp sites;

(15) material sites, spoil disposal sites, m o n i t o r i n g  sites,

navigational aid sites, communication system sites, me c h a n i c a l  

refrigeration equipment sites.

(b) AS 4*4. 62- 330 - 4*1. 62.630 do not apply to d e terminations made 

under this section.

(c) In this section state land Includes state lands as d e f ined in 

sec. 365 of this chapter and public lands 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 *<5 of the Alaska 

Omnibus Act of 1959 (PL 86-70; 73 Stat. 1*J1), as amended.

(d) Before leasing land under this section the director shall 

determine that the land is necessary for a purpose set out in (a) of 

this section and he shall also determine that the land leased under  

this section dtes not exceed the reasonable needs of the owners of 

the pipeline. Leases granted under AS 3 8 .O5 .O63 shall be subject to 

forfeiture if the lands under lease are put to a use substantially 

different from the uses allowable under AS 3 8 .0 5 .0 6 3 .
(e) The initial lease period of state lands under this section 

is not to exceed 55 years with the lessee h aving an option to renew the 

lease at the end of the initial term for an additional term of up to 

55 years.

# Sec. 2. The lease provided for under AS 3 8 .05 .0 63 is effective upon 

CSHB 3 -2-
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the lessee p ayin g  th e  s t a t e  not  l e s s  than $10 m i l l i o n .

* S e c .  3. This Act t a k e s  e f f e c t  on t h e  day a f t e r  Its passage a n d  a p p r o v a l  

or on the day i t  becomes law w ith out a p p r o v a l .
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Original sponsor: Rules Committee by
request of the Governor

O f f e r e d :R e f e r r e d : 1 0 / 3 1 / 7 3R u l e s
IN THE HOUSE BY T HE F I N A N C E  C O M M I T T E E

SENATE CS FOR CS FOR HOUSE BILL NO. 8 

IN THE LEGISLATURE OF THE STATE OF A LASKA  

EIGHTH LEGISLATURE - FI R S T  S P E C I A L  S E S SION

A BILL

For an Act entitled: "An Act relating to the lease or sale of state land

for pipeline purposes; and p r o v i d i n g  for an e f fective 

d a t e ."

BE IT ENACTED BY THE L E G I S LATURE OF THE STATE OF ALASKA:

* Section 1. AS 38.05 Is amended by a dding a new s e c tion to read:

Sec. 38.05.063. SALES FOR PIPELINE PURPOSES. (a) The director,  

when It Is in the best interests of the state, m ay with the appro v a l  

o f  the commissioner sell state land after public n o tice and without  

public auction for the following pipeline purposes:

(1) storage, surge and fuel tanks;

(2) pump, power and compressor stations a nd s t a t i o n  e q u i p­

ment;

(3) scraper trap and turbine m e t e r i n g  facilities;

(if) topping plants and oil treating f acilities;

(5) valves including remotely controlled block valve 

e quipment sites;

(6) mo n i t o r i n g  sites, n a vigational aid sites, c o m m u n i c a t i o n  

system sites, mechanical r e f r i geration equipment sites; and

(7) terminal and terminal facilities I n c l u d i n g  bert h i n g  

facilities, docks, tanker loading facilities and tanker ballast 

treatment facilities, sanitation and sewage t r eatment fa c i l i t i e s  and 

p o llution control centers.

(b) Before selling land under this section the d i r e c t o r  shall 

d ete r m i n e  that the land is necessary for a purpose set out in (a) of
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this section and he shall also det e r m i n e  that the land sold under this 

section does not exceed the rea s o n a b l e  needs of the owners of the 

pipeline. The dire c t o r  shall have the land appraised and all sales 

shall be at fair market value or greater.

(c) AT. *W|. 62. 330 - AS A*l .62 .6'JO do not apply In dol.ernil nations 

made under this section.

(d) In this section state land Includes state lands as defined 

in sec. 365 of this chapter and public lands of the United States 

selected by the state under sec. 6 of the Alaska Statehood Act of 1958 

(PL 85-508; 72 Stat. 3 9 9 ) j as amended, and real property of the United 

States transferred to the state under secs. 21, 35 and JI5 of the Alaska 

Omnibus Act of 1959 (PL 86-70; 73 Stat. 1^1), as amended but does not 

include tidelands, submerged lands or shore land.

# Sec. 2. AS 38.05 is a m e n d e d  by a d d i n g  a new section to read:

Sec. 38.05.076. LEASES FOR PIPELINE P U R P O S E S . (a) The

d irector, when it is in the best interests of the state, may with the 

approval of the c o m m i s s i o n e r  lease state land after public notice and 

without public a u c t i o n  for pipel i n e  purposes including

(1) pipe storage yards and equipment storage sites;

(2) storage, surge and fuel tanks;

(3) pump, power and com p r e s s o r  stations and station

equipment;

(*() scraper trap and turbine mete r i n g  facilities;

(5) fuel and water lines;

(6) topping plants and oil treating facilities;

(7) access facilities including roads, bridges, causeways, 

s t ream crossings, airfields and heliports;

(8) valves i n c l u d i n g  remo t e l y  controlled block valve 

e quipment sites;

ICS CSHB 8 -2-
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(9) effluent and d i f f u s e r  o u t f a l l  structures;

(10) land fill and erosion and environmental control 

devices and installations;

(11) fire p r o t e c t i o n  systems inc l u d i n g  breakwater 

structures;

(12) construction, o p e r a t i o n  and m a i n t e n a n c e  camp sites;

(13) mate r i a l  sites, spoil d i s p o s a l  sites, m o n i t o r i n g  sites, 

navigational aid sites, c o m m u n i c a t i o n  s y s t e m  sites, m e c h anical 

r e f r i g e r a t i o n  equipment sites; and

(1*0 terminal and terminal f a c i lities i n cluding berthing 

facilities, docks, tanker l o a ding fa c i l i t i e s  and tanker ballast 

treatment facilities, sa n i t a t i o n  and s e wage treatment facilities 

and p o l l u t i o n  control centers.

(b) Before leasing land under this section the director 

shall det e r m i n e  that the land is n e c e s s a r y  for a purpose set out in

(a) of this section and he shall also d e t e r m i n e  that the land leased 

under this section does not exceed the r e a s o n a b l e  needs of the 

ownei’s of the pipeline. The d i r e c t o r  shall have the land appraised 

and all leases shall be at fair m arket va l u e  or greater.

(e) AS *1*1.62.330 - AS *1*1.62.630 d o  not apply to d eterminations  

made under this section.

(d) In this section state land incl u d e s  state lands as 

defined in s e c . 365 of this c h a pter and public land of the 

United States selected by the state u n d e r  sec. 6 of the Alaska 

S t atehood Act of 1958 (PL 85-508; '(2 Stat. 399), as amended, and 

real property of the United States t ransferred to the state under 

secs. 21, 35 and *15 of the Alaska O m n i b u s  Act of 1959 (PL 86-70;

73 Stat. 1*11), as amended.

* Sec. 3. This Act takes effect on the day after its passage and
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approval or o n  the day it becomes law without approval.
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Original sponsor: Rules Committee by
request of the Governor

Offered: 10/31/73
Referred: Rules

IN THE HOUSE BY THE F I N ANCE COMMITTEE

SENATE CS FOR CS FOR HO U S E  BILL NO. 8 

IN THE LEGISLATURE OF T HE S T A T E  OF ALASKA  

EIGHTH LEGISLATURE - F I R S T  S P E C I A L  SESSION

A BILL

For an Act entitled: "An Act rela t i n g  to the lease or sale of state land

for pipeline purposes; and pro v i d i n g  for an effective 

d a t e ."

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

* S e c tion 1. AS 38.05 is amended by a d d i n g  a new section tc read:

Sec. 38.05.063. SALES FOR PIPELINE PURPOSES. (a) The director, 

when it is in the best interests of the state, may with the approval 

of the commissioner sell state land after public notice and without 

public auction for the following pipel i n e  purposes:

(1) storage, surge and fuel tanks;

(2) pump, power and compressor stations and station e q u i p­

ment;

(3) scraper trap and turbine m e t e r i n g  facilities;

(4) topping plants and oil treating facilities;

(5) valves including remotely controlled block valve 

equipment sites;

(6) m o n i toring sites, navig a t i o n a l  aid sites, communication 

system sites, mechanical r e f r i g e r a t i o n  equipment sites; and

(7) terminal and terminal facilities including berthing 

facilities, docks, tanker loading facilities and tanker ballast 

treatment facilities, sanitation and sewage treatment facilities and 

pollution control centers.

(b) Before selling land under this section the director shall 

det e r m i n e  that the land is necessary for a purpose set out in (a) of

-1- SCS CSHB 8

AGO 788632



this section and he shall also d e termine that the land sold under this

2 s e c tion does not exceed the r e a s onable needs of the owners of the

3 pipeline. The dire c t o r  shall have the land appraised and all sales 

shall be at fair market value or greater.

(c) A.*'. AA . G? . 310 - AR A A . 62.630 do not apply to dcl.orrn.Lnrit.lonr>

made under this section.

(d) In this section state land includes state lands as defined 

in sec. 365 of this chapter and public lands 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 1)5 o f  the Alaska 

Omnibus Act of 1959 (PL 86-70; 73 Stat. lAl), as amended but does not 

include tidelands, submerged lands or shore land.

* Sec. 2. AS 38.05 is amended by a d d i n g  a new section to read:

Sec. 38.05.076. LEASES FOR PIPELINE PURPOSES. (a) The 

director, when it Is in the best interests of the state, may with the 

appr o v a l  of the commi s s i o n e r  lease state land after public notice and 

without public a u c tion for pipe l i n e  purposes including

(1) pipe storage yards and equipment storage sites;

(2) storage, surge and fuel tanks;

(3) pump, power and com p r e s s o r  stations and station

e q u i p m e n t ;

(A) scraper trap and turbine m e t e r i n g  facilities;

(5) fuel and water lines;

(6) topping plants and oil treating facilities;

(7) access facilities including roads, bridges, causeways, 

s tream crossings, airfields and heliports;

(8) valves including remotely controlled block valve 

equipment sites;
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(9) effluent and diffuser* o u t fall structures;

(10) land fill and erosion and environmental control 

devices and Installations;

(11) fire pro t e c t i o n  systems I n cluding breakwater 

s t r u c t u r e s ;

(12) construction, o p eration and mainte n a n c e  camp sites;

(13) material sites, spoil dispo s a l  sites, mo n i t o r i n g  sites, 

navigational aid sites, commu n i c a t i o n  system sites, mechanical 

r e f r igeration equipment sites; and

(1*0 terminal and terminal facilities including berthing 

facilities, docks, tanker loading facilities and tanker ballast 

treatment facilities, sanitation and sewage treatment facilities 

and pollution control centers.

(b) Before leasing land under this section the director 

shall determine that the land is necessary for a purpose set out in

(a) of this section and he shall also d e termine that the land leased 

under this section does not exceed the r e a sonable needs of the 

owners of the pipeline. The dire c t o r  shall have the land appraised 

and all leases shall be at fair market value or greater.

(c) AS 44.62.330 - AS 44.62.630 do not apply to determinations  

mad e  under this section.

(d) In this section state land includes state lands as 

defined in sec. 365 of this chapter and public lar.d of the 

United States selected by the state un d e r  sec. 6 cf 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. l4l), as amended.

* Sec. 3 . This Act takes effect o n  the day after its passage and
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approval or on the day it becomes law without approval.
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i.

BY THE RULES COMMITTEE BY
IN THE SENATE R E Q U E S T  OF THE GOVE R N O R

S ENATE B I L L  NO. 8 

IN THE L E G I S LATURE OP THE S T A T E  OF A L ASKA 

E I G H T H  LE G I S L A T U R E  - FI R S T  S F E C I A L  S E S SION 

A BIL L

For an Act entitled: "An Act r e l a t i n g  to the lease or sale of state land

for pipe l i n e  purposes; and p r o v i d i n g  for an effective 

d a t e . "

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

* S e c tion 1. AS 38.05 is a m e nded by a d d i n g  a new section to read:

Sec. 38.05.063. SALES FOR PIPE L I N E  PURPOSES. (a) The director, 

when it is in the best interests of the state, m ay wi t h  the approval 

of the commissioner sell state land after public notice and without 

public auction for the foll o w i n g  p i p e l i n e  purposes:

(1) storage, surge and fuel tanks;

(2) pump, power and c o m p r e s s o r  stations and station e q u i p­

ment ;

(3) scraper trap and turbine m e t e r i n g  facilities;

(4) topping plants and oil t r e a t i n g  facilities:

(5) valves i n cluding remot e l y  c o n trolled block valve 

equipment sites;

(6) m o n i t o r i n g  sites, n a v i g a t i o n a l  aid sites, communication 

system sites, m e c h anical r e f r i g e r a t i o n  equipment sites; and

(7) terminal and terminal facilities incl u d i n g  berthing 

facilities, docks, tanker loading facilities and t anker ballast 

treatment facilities, sanitation and sewage treatment facilities and 

pollution control centers.

(b) Before selling land un d e r  this section the dire c t o r  shall 

determine that the land is necessary for a purpose set out in (a) of

-1- SB 8
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this section and he shall also determine that the land sold under this 

section does not exceed the reasonable needs of the owners of the 

pipeline. The director shall have the land a p praised and all sales 

shall be at fair market value or greater.

(c) AS 44.62.330 - AS 44.62.630 do not apply to d eterminations 

ma d e  under this section.

(d) In this section state land includes state lands as d e f ined 

in sec. 365 of this chapter and public lands of the U nited States 

selected by the state under sec. 6 of the A l aska Stat e h o o d  Act of 1958 

(PL 85-508; 72 Stat. 3 9 9 ) j as amended, and rea l  p r o p e r t y  of the United 

States transferred to the state under secs. 21, 35 and 45 of the A l a s k a  

Omnibus Act of 1959 (PL 86-70; 73 Stat. I4l), as a m e nded but does not 

include tidelands, submerged lands or shore land.

# Sec. 2. AS 38.05 is amended by adding a new section to read:

Sec. 38.05.076. LEASES FOR PIPELINE PURPOSES. (a) The 

director, when it is in the best interests of the state, may w i t h  the 

approval of the commissioner lease state land after public notice and 

without public auction for pipeline purposes including

(1) pipe storage yards and equipment storage sites;

(2) storage, surge and fuel tanks;

(3) pump, power and compressor stations and station

e q u i p m e n t ;

(4) scraper trap and turbine m e t e r i n g  facilities;

(5) fuel and wa t e r  lines;

(6) topping plants and oil trea t i n g  facilities;

(7) access facilities i n cluding roads, bridges, causeways, 

s tream crossings, airfields and heliports;

(8) valves including remotely c o n t rolled block valve 

equipment sites;

S B  8 -2-

AGO 788637



M

i

2

3

4

5

6

/

8

9

10

II

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

(9) effluent and diff u s e r  outfall structures;

(10) land fill and erosion and e n v i r o n m e n t a l  control 

devices and installations;

(11) fire protection systems incl u d i n g  b r e a k w a t e r  

structures;

(12) construction, operation a nd m a i n t e n a n c e  camp sites;

(13) material sites, spoil disposal sites, m o n i t o r i n g  sites, 

naviga t i o n a l  aid sites, communication s y s t e m  sites, m e c h a n i c a l  

r e f r igeration equipment sites; and

(14) terminal and terminal facilities I n c l u d i n g  bert h i n g  

facilities, docks, tanker loading facilities and t a n k e r  ballast 

treatment facilities, sanitation and sewage t r eatment facilities 

and p ollution control centers.

(b) Before leasing land under this section the d i r e c t o r  

shall d etermine that the land is n e c e s s a r y  for a p u r pose set out in

(a) of this section and he shall also det e r m i n e  that the land leased 

under this section does not exceed the r e a s o n a b l e  needs of the 

owners of the pipeline. The direc t o r  shall have the land app r a i s e d  

and all leases shall be at fair market value or greater.

(c) AS 44.62.330 - AS 44.62.630 do not apply to d e t e r m i n a t i o n s 

made under this section.

(d) In this section state land includes state lands as 

d e f ined in sec. 365 of this chapter and public land of the 

United States selected by the state under sec. 6 of the A l a s k a  

S t atehood Act of 1958 (PL 85-508; 72 Stat. 399) > as amended, and 

real property of the United States t ransferred to the state under 

secs. 21, 35 and 45 of the Alaska Omnibus Act of 1959 (PL 86-70;

73 Stat. 141), as amended.

* Sec. 3. This Act takes effect on the day after its p a s sage and
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I . REQUEST
B i l l  I d e n t i f i c a t i o n : _________ S B - 8 , i-ib- 8 ___________________________________________
T i 1 1 e : Sale or Lease of State Land for Pipeline Purposes_______________________
R e q u e s t e d  by: Legislative_Finance_____________________ D a t e  : _______ 10/11/73
Return Date Requested : October 17 , or as soon after that date as possihlp 
Agency : Natural Resources'_______________Program:_________________________

The L e g i s l a t u r e  of the State of A laska
F I S C A L  N O T E

F irst Special S e s s i o n  - E i g h t h  Legis l a t u r e

I I .  F I S C A L  D E T A IL
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d :  L a n d  M a n a g e m e n t , D i v i s i o n  o f  L a n d s
A .  E X P E N D I T U R E S : ( T h o u s a n d s  o f  d o l l a r s )

O BJECT F Y  7 4 FY 75 FY 76 FY 77 FY 78 FY 79
1 0 0 PERSONAL S E R V I C E S 2 2 . 7 4 7  . 7 5 0 , 0 5 2 .1 55 2 77  . 6
2 0 0 TRAVEL 5 . 0 1 0 . 5 Vi. ■ 0 1 1 .6 1 1  ̂ 0
3 0 0 CONTRACTUAL
 ̂0 0 COMMODITIES

5 0 0 EQUIPMENT 2  . 0 3 .  n 3 . 1 3 . 2 2  . 3 1 .7
6 0 0 LAND & STRUCTURES i
7 0 0 GRANTS, CLA IM S,  E T C .

TOTAL 2 9 . 7 6 1 . 2 6 4 . 1 6 7 . 1 7 0 . 6 3 5 . 3

B .  F UNDI NG: ( T h o u s a n d s  o f  d o l l a r s )

GENERAL FUND 2 9 . 7 6 1 . 2 64 .1 67 .1 ?n 6 .—^4, .3__
FEDER AL FUNDS
OTHER

C.  P O S I T I O N S :

PERMANENT/TEMPORARY 3/ 3  ^
| 3 / 3 / 3 / 3 /

MAN MONTHS ( P . / T . ) 1 8 / 36 / , 36  / 36 / B6 / 1 8  /

I I I .  ANA LY SIS ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )

Exa m in a t io n , a p p ra is a l and management o f the v a r ie ty  and number 
o f  la n d  parce ls  id e n t i f ie d  in  SB-8 —  IIB-8 p lus  SB-3 — HB-3 requ ire  
f u l l - t im e  serv ices  o f Land Management O ff ic e r  I I ,  Appra iser  I I ,  and 
C le rk -Ty p is t . I I I .  A c t iv i t y  w i l l  peak out in  year fo llo w in g  com pletion 
o f  A lyeska  P ip e l in e  un less Trans A laska  Gas P ip e lin e  is  under con struc tion

I V .  ATTACHMENTS

V. DATE:  PREPARED B Y : / * 'c- J e d  ̂

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  
c c :  B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N am ed )

AGO 788640
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FIIIMICE DIVISION
POUCH I 'IF —  SJVUf OtWOi.

f'/DCtr /.//0 AUDIT COMMITTEE / JUNEAU S9BDI
/

M E M O R A  N D U M

TO: The Hon. John Sackett DATE: October 3 1 > 1973
State  Senator 
A laska  L e g is la tu r e

PROM: Robert L . Grogan SUBJ: Sa le  or Lease
F is c a l  A n a lys t o f  Lancia B i l l
L e g is la t iv e  Finance

In  response to your q ues tions  concern ing  the Sa le  cr Lease o f 
Lands B i l l ,  SB 8, I  would l i k e  to  subm it the  f o l lo w in g :

I .  POINTS OF CONSIDERATION
1 .  Have a l l  n o s s ib le  la n d  uses been in c lu d e d  in  the amend- 

ment? (secs. 1  & 2)
2. Is  the  de te rm in a tio n  o f  what la n d  is  "necessary" and 

what are "reasonable needs" and what is  " f a ir  market 
va lue" to  be made o n ly  by the d ir e c to r  o f  the  D iv is io n  
o f  Lands? (sec . 2 , 1 hb)

3. What procedure w i l l  be used to  a s c e rta in  f a i r  market 
va lue  o f these lands  and what would be the terms o f 
such sales?

^ . What s p e c if ic  parce ls  are to  be so ld?  M ight i t  be more
advantageous to lease  these lands?

5. Could the s ta te  be s e t t in g  a poor precedent by a llo w in g
these purchases to  be exempt o f  the c o m p e tit ive  b id  
procedure?

I I .  COMPETITIVE BIDDING vs . CLOSED SALE
Assuming th a t a c o m p e tit ive  s a le  would r e s u lt  in  a h ig h e r  
sa le  p r ic e , the ga in  from such a h ig h e r  s a le  p r ic e  would 
far  outweigh the loss  as a r e s u lt  o f  increased p ip e l in e  
cost. The r a t io  o f  th is  r e la t io n s h ip  is  on the order o f 
e ig h t  to one in  favor  o f  a h igher  s a le  p r ic e . D e ta i ls  to  
c la r i f y  these comments fo l lo w .

AGO 788641



The Hon. John Sackett
O c t o b e r  31, 1973
Page 2

The p ip e l in e  compary's maximum rate  o f  annual p r o f i t  is  h e ld  
a t r(% by ICC r e g u la t io n . In  a d d it io n , the company a ls o  is  
a llow ed  to recover the cost o f  the p ip e l in e  over an estab­
lis h e d  r e p r e c ia t io n  p e r io d . These fac tors  ra ise  the p ip e l in e  
t a r i f f  and thus lower w e llhead  v a lu e , reduc ing the s t a t e ’ s 
r o y a lty . The s ta te 's  r o y a lty  ra te  amounts to 1/8 or 12  and 
1/2 percent o f  th is  maximum. For each a d d it io n a l $ 1 m i l l io n  
o f  increased investm ent base , the  s ta te 's  p o r t io n  is  $9,585 
per annum (assuming a 35-year d e p re c ia t io n  per iod  and a 
maximum '(% rate  o f return  by the p ip e l in e  company). T h is  
f ig u r e  would be sm a ller  i f  the company's rate  o f  return  shou ld  
be low er, and s l ig h t l y  h ig h e r  shou ld  the  p ip e l in e  be d e p re c i­
ated over a shorter  p e r io d  o f  tim e .
I f  the s ta te  in ve s te d  the $ 1 m i l l io n  at 8# annual in te r e s t  (a 
h is to r ic  rate  o f  re turn  on A la s k a 's  investm ents) the r e s u lt in g  
investm ent income would be $80,000. The s ta te 's  annual loss  
($9,585) deducted from th is  annua l g a in  leaves $70 ,^ 15  fo r  a 
net annual g a in . (See C h a rt, Page 3 .)
I f  in term ed ia te  owner s p e c u la t io n  d id  occur, the u lt im a te  
s e l l i n g  p r ice  to  the p ip e l i ie  company would have to  be over 
eitfiJi/ times the o r ig in a l  s e l l in g  p r ic e  to  r e s u it  m  a loss  to 
the s ta te .

I I I .  LEASE L IM IT  BASED OH FA IR  MARKET VALUE

A laska  s ta tu te s  do not s t ip u la te  a p r ic e  for  leases based 
upon a percentage o f the f a ir  market va lue  o f  the la n d  in  
q u e s t io n .

I V . LEASING vs . S/LE

Based on a 55-year le a s e , and g iven  an 8?) d iscou n t r a te , an 
annual lease  payment o f $ 8 11 ,7 7 9 .6 3  would equa l a present 
va lue  sa le  p r ic e  o f  $10 ,000 ,000.
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Increased investm ent base 
fo r  p ip e l in e  t a r i f f  (tim es 
maximum a llow ance rate  o f  
re tu rn , p lus  annual de­
p r e c ia t io n  o f p r in c ip a l)

S ta te  r o y a lty  percentage

Annual s ta te  loss

R ece ip t o f  sa le  in ve s te d  
\!at 8-?

Amnimt- n f  niinngl £9.3 n

Annual f ite  loss  deducted 
from annual ga in

Net annua l g a in

$1,000,000 

$1,000,000 x 7% =

$ 7 6 , 6 8 0

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

$9,585

$1,000,000 x 8# = $80,000 

$80,000

$80,000 -  $9,585 = $ 70 ,4 15  

$70 ,4 15
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WU.LIAM A. r:CAfi
c.u. t r; fiats

S T  A '1' K  O  r  A  l . A  H K  A  . 
o r n c r  or xnr c»uvr.*?non 

J U K U A U

P u r s u a n t  to the U n i f o r m  Rules of the L e g i s l a t u r e ,  1 
will be t r a n s m i t t i n g  a bill r e l a t i n g  to the sale or lease 
of state land for p i p e l i n e  purposes. This m e a s u r e  is 
i n t e n d e d  to e l i m i n a t e  p o s s i b l e  i m p e d i m e n t s  to the e a r l i e s t  
p o s s i b l e  s t a r t  of p i p e l i n e  c o n s t r u c t i o n  is e x i s t i n g  state 
p r o c e d u r e s  for the d i s p o s a l  of land.

In general, the p r o v i s i o n s  of p r e s e n t  state land law 
a l l o w  the Director, D i v i s i o n  of Lands, to d i s p o s e  of .inter­
ests in land through lease or sale o n l y  upon c o m p e t i t i v e  
b i d s .

H o w e v e r , the only p u r p o s e  in b i d d i n g  on the d i s p o s a l  
of land for the t e r m i n a l  site at V a l d e z  w o u l d  be for the 
purpose, by land s p e c u l a t o r s ,  of s e l l i n g  the land r i g h t  
b a c k  to the p i p e l i n e  owners w h o  c a n n o t  c o m p l e t e  t h e i r  p l a n s  
w i t h o u t  it. This d o e s  n o t  e n h a n c e  the p u b l i c  i n t e r e s t  
s ince the c o s t  of land, a c q u i s i t i o n  v?j .1.1 be p a s s e d  b a d e  in 
large part to the s t a t e  t h r o u g h  an i n c r e a s e d  i n v e s t m e n t  
base for the p i p e l i n e  tariff. It a p p e a r s  that the p u b l i c  
i n t e r e s t  w o u l d  be b e t t e r  served if state land w h i c h  is 
r e a s o n a b l y  n e c e s s a r y  to p i p e l i n e  p u r p o s e s  could be m a d e  
a v a i l a b l e  w i t h o u t  auction, t ho ugh w i t h  p u b l i c  n o t i c e  and 
p r o f e s s i o n a l  a p p r a i s a l  to p r o t e c t  the p u b l i c  interest.

Si m i l a r  p r o v i s i o n s  a l l o w i n g  for the n o n - c o m p e t i t i v e  
sale of state lands for fisheri.es a n d  a g r i c u l t u r e  p u r­
pos e s  w h e n  those uses are in the b e s t  p ublic i n t e r e s t  
have e x i s t e d  in A l a s k a  law for m a n y  years.

I fully a p p r e c i a t e  that this proposal urges y o u  to 
e n a c t  a s t a t u t e  that u n d e r  n o r m a l  c i r c u m s t a n c e s  n e i t h e r  
the e x e c u t i v e  b ranch nor the l e g i s l a t i v e  b rand) w o u l d  be 
e a g e r  to entertain. However, wo d o  find o u r s e l v e s  in a 
s i t u a t i o n  where, I am convinced, it is in the b e s t  i n t e r­
ests of A l a s k a 's p e o p l e  to take this a ction d i m i n i s h i n g  
the risk of f u rt her s u b s t a n t i a l  d e l a y  in the d a t e  w h e n  
N o r t h  Slope oil c o u l d  bo on Its w a y  to market. In your  
Co.'1. x .i dor a t i on o !; the n ocess i t y f o r t hi s p r o p o s a .1., 1 e t 
mo  m a k e  it crystal c l e a r  that n o  land w o u l d  be c o n v e y e d  
undo)' the r e q u e s t e d  s t a t u t e  short oi: a p u r c h a s e  p r i c e  
e q u a l l i n g  a s u e s s o l  true value, o r  e v e n  greater.
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IN  THE LEGISLATURE OF THE STATE OF ALASKA 

E l  (HIT! I LEGISLATURE - F IR S T  SIT C IAL  SESSION
A D IL L

For an Act e n t i t le d :  "An Act r e la t in g  to  the lease  or s a le  o f  s ta te  land

fo r  p ip e l in e  purposes ; and p r o v id in g  fo r  an e f f e c t iv e  

d a te . 11
BE I T  ENACTED LY THE LEGISLATURE OF THE STATE OF ALASKA:

“ S e c tio n  1 .  AS 38.05 is  amended by add ing  a new s e c t io n  to read :

Sec. 3 O . O 5 . O 6 3 . SALES FOR P IP EL IN E  PURPOSES. (a) The d ir e c to r , 
when :it  .is .in the best .inherenta  o f  the s ta te , may w ith  the approval 

o f  the commj ss.i.oncr s e l l  s ta te  lan d  a fte r  p u b lic  n o t ic e  and w ith o u t 

p u b lic  a u c tio n  fo r  the f o l lo w in g  p ip e l in e  pu rp o ses :
(1 ) s to ra g e , surge and f u e l  ta n k s ;
(?.) pump, power and compressor s ta t io n s  and s t a t io n  e q u ip ­

ment ;
( 3 ) scraper trap  and tu rb in e  m etering  f a c i l i t i e s ;
( ;!) to p p in g  p la n ts  and o i l  t r e a t in g  f a c i l i t i e s :
(5 ) va lves  in c lu d in g  rem otely c o n tr o lle d  b lo c k  va lve  

equipm ent s i .to s ;
(6 ) m o n ito r in g  s lu e s , n a v ig a t io n a l a id  s i t e s ,  com m unication 

system s i t e s , m echanica l r e fr ig e r a t io n  equipment s i t e s ;  and

('!) term ina l and term ina l Cacl l i l i e s ,  in c lu d in g  l* .-r th in .. 
f'aoi] i iri > , doc!: s., tanker lo a d in g  Pne ! .1.1 b ios and tanker  b a l la s t
treatm ent f a c i l i t i e s % s a n ita t io n  and sewage tro n i sent f a c i l i t i e s  a.
p e l  l u t .  i 1 r e n t . r e  | r e n t e r s  .

(!>) I1' I'ui'i ;■ • ! I i ug Inn I and. r rb is  sect. 5 on the d ir 'e 'to r  s h a t ’
d>• I.*• 1 t.s! (u• tii.it t.|i'• taud la >1 >• ■ . . :• f c  a purpose set. .nil in  (a) • ■f

I -
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t h is  hoc t.! on and ho s h a ll a ls o  determ ine th a t the  la n d  s o ld  under t h i  

s e c t io n  decs not exceed. the  reasonab le  needs o f  the  owners o f the 

p ip e l in e ,  'Ine d ir e c to r  s h a ll have the  land  appra ised  and a l l  sa les  

s h a l l  be at f a ir  market va lu e  or g re a te r .

(c) Ad 44.62.330 - AS 44.62.630 do not app ly  to  de te rm in a tio n s  

inode under t l i is  s e c t io n .
(cl) In  t l  -s se c tio n  s ta te  la n d  in c lu d e s  s ta te  lands  us d e f in e d

in  sec. 365 o f  t h is  chapter and p u b lic  lands  o f  the  U n ite d  S ta tes
se le c te d  by the  s ta te  under sec . 6 o f  the A laska  S tatehood Act o f  195 

(PL 85-503i 72 S t a t . 399), as amended, and r e a l property  o f  the Units 
S ta tes  transferred  to the  s ta te  under secs . 2 1 ,  35 and 45 o f  the A las  

Omnibus Ac: i, of’ 1959 (PL 86-70: 73 S ta t . l 4 l )  , as amended but does not 
in c lu d e  t id o la n d s , submerged lands or shore la n d .

" Sec. 2 . AS 38.05 la  amended by add in g  a new s e c t io n  to  read :

Sec. 38.05.076. LEASES POP P IP EL IN E  PURPOSES. (a) The

d ir e c to r , when i t  is  i n  the best in te r e s ts  o f  the s t a t e , may w ith  the  
approva l ‘o f the commissioner lease  s ta te  land  a f te r  p u b l ic  n o t ic e  and 

w ith o u t p u b lic  a uc tio n  fo r  p ip e l in e  purposes in c lu d in g
(.1) p ip e  storage yards and equipm ent storage  s i t e s ;

(2) s to ra g e , surra ai iu f u e l  ta n k s ;

(3) pump, power and compressor s ta t io n s  and s ta t io n

equ ipm ent;
(4) scraper trap  and tu r b in e  mote r in g  f a c i l i t i e s  ;

(5) fu e l and water l in e s ;
(6) to p p in g  p la n ts  a.nd oi l t r e a t in g  f a c i l i t i e s ;

( 7 )  a r e -  sr. f u e l  I i.t : < s I n e l  u d l n s :  r e a d s ,  i >ri d  g o s  , c a u s e w a y  s  , 

e'rt.ns I n.gs , a i r f i e l d . :  a n d  :)•'.! i p o r t s  ;

( t ! )  v a l s ' S  I iii: m a i !: 1 ," ri ■ >?•<-I 1 • 1 i 'h i i I  s n l P - d  jd jo e l:  v-'i I v r

"1 iu ! jmi'.i Hi. i * s ;
q ̂
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(9) e f f lu e n t  and c l i f f  user o u t f a l l  s tr u c tu r e s ;

( 10 )  lend  f i l l  aria eros ion  and env ironm enta l c o n tr o l 
dev ices  and in s t a l la t io n s ;

( 1 1 )  f i r e  p r o te c t io n  systems in c lu d in g  breakw ater 

s tr u c tu r e s ;
( 12 )  c o n s tr u c t io n , o p e ra tio n  and m aintenance camp s i t e s ;

(13 ) material, s i t e s ,  s o c i l  d is p o s a l s i t e s ,  m o n ito r in g  s it e  
n a v ig a t io n a l a id  s i t e s ,  communication system s i t e s ,  m echanical 

r e fr ig e r a t io n  equipment s i t e s ;  and
( 14 )  te rm in a l and te rm ina l f a c i l i t i e s  in c lu d in g  b e r th in g  

f a c i l i t i e s ,  clocks, tanker  lo a d in g  f a c i l i t i e s  and ta n k e r  b a l la s t
i - v>ct '• <- mr.n <- f  ̂  01 1 1  f 1 O  ̂  i i;n{,'i r n  fine) s oy.’ci P'O f r e e k n o u t  f a c i  1 '1 i.'i Of*

and p o l lu t io n  c o n tro l c en ters .

(b) Before le a s in g  la n d  under th :is  s e c t io n  th e  d ir e c to r  

s h a l l  determ ine th a t the land is  necessary fo r  a purpose set out in

(a) o f  th is  se c tio n  and he s h a l l  a lso  determ ine th a t  the lan d  leased 

under th is  se c t io n  does not exceed the reasonable  needs o f the 
owners o f the p ip e l in e .  The d ir e c to r  s h a l l  have th e  la n d  a ppra ised  

and a l l  leases s h a l l  be at F a ir  market va lu e  or g r e a te r .
(e) AS 4 4.62.330 - AS 44.62.630 do not a pp ly  to  je te rm in a t io n s  

rude under th is  s e c t io n .

(cl) In  ib is  se c tio n  s ta te  land  in c lu d e s  s ta te  lands  as 

d e f in e d  in  soc. 365 o f th is  chapter and p u b l ic  la n d  of’ the
U n ited  S tates  loe tu J  by the s ta te  under see . 6 o f  the A la ska
E tn ‘.> hood Act o f 1.0 ‘33 ( fb  Eg-SOS; 72 S ta t , '-J*')0) , as amended, and 
)■< a I property o f the; U n ited  S ta te :; trau s furred  to  the ska te  under 
s e c s .  P I ,  3b and 4b o f ! li" A laska  Omnibus AM o f  1965 (PI. S6-7M;
7 3 S t a t . 1 4 I ) , as am nd-M.
S e c .  3. Tills Act, f, d  i e f f e c t  < 11 ! h e  d a y  a f t e r  I t s  p a s s a g e  a n d
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M E M O R A N D U M

TO : The Hon. W. I .  Palmer
S ta te  Senate 
A laska  L e g is la tu r e

DATE: October 3 1 , 1973

PROM: Robert L .  Grogan
F is c a l  A n a lys t 
L e g is la t iv e  F inance

SUBJ: Sa le  or Lease 
o f  Lands B i l l

I n  response to  your questions concerning the  S a le  or Lease o f  
Lands B i l l ,  SB 8, I  would l i k e  to submit the  fo llo w in g :

I .  POINTS OF CONSIDERATION
1 .  Have a l l  p o s s ib le  land  uses been in c lu d e d  in  the amend­

ment? (secs . 1  & 2)
2. Is  the de term ina tion  o f what lan d  is  "necessary1' and 

what are "reasonable needs" and what is  " f a ir  market 
va lue" to  be made o n ly  by the d ir e c to r  o f  the D iv is io n  
o f  Lands? (sec . 2 , 14b )

3. What procedure v i i l l  oe used to a sc e rta in  f a i r  market 
va lu e  o f  these lands and 'what would be the terms o f 
such sales?
What s p e c if ic  parce ls  are to  be sold? M ight i t  be more 
advantageous to  lecse  these lands?

5. Could  the  s ta te  be s e t t in g  a poor precedent by a llo w in g  
these purchases to  be exempt o f  the com petit ive  b id  
procedure?

I I .  COMPETITIVE BIDDING vs . CLOSED SALE
Assuming th a t a com petitive  s a le  would r e s u lt  In  a h igher  
s a le  p r ic e , the g a in  from such a h igh er  s a le  p r ice  would 
fa r  outweigh the loss  as a r e s u lt  o f  increased p ip e l in e  
c o s t . The r a t io  o f  th is  r e la t io n s h ip  is  on the order o f  
e ig h t  to  one in  favor o f a h igher  sa le  p r ic e . D e ta ils  to  
c la r i f y  these comments fo llo w .
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T he Hon, W. I. P almer
O c t o b e r  31, 1973
Page 2

The p ip e l in e  company's maximum ra te  o f  annual p r o f i t  is  
h e ld  at 7% by ICC r e g u la t io n . In  a d d it io n , the  company 
a ls o  is  a llow ed  to recover the cost o f  the  p ip e l in e  over 
an e s ta b lis h e d  d e p re c ia tio n  p e r io d . These fac tors  ra is e  
the  p ip e l in e  t a r i f f  and thus lower w e llh ea d  v a lu e , reducing 
the s ta te 's  r o y a lt y . The s ta te 's  r o y a lty  rate amounts to 
1/8 or 12  and 1/2 percent o f  th is  maximum. For each 
a d d it io n a l  $ 1 m i l l io n  o f  increased investm ent base , the 
s ta te 's  p o r t io n  i f  *1*9,585 per annum (assuming a 35-year 
d e p r e c ia t io n  per io d  and a maximum 7% rate  o f  return  by 
the p ip e l in e  company). T6ss f ig u r e  would be sm aller i f  the 
company's rate  o f  return  shou ld  be low er , and s l ig h t ly  
h ig h e r  shou ld  the p ip e l in e  be deprec ia ted  over a shorter 
p e r io d  o f  t im e .
I f  the  s ta te  in ve s te d  the  $ 1 m i l l io n  at 855 annual in te r e s t  
(a h is t o r ic  rate  o f  return  on A la s k a 's  investm ents) the 
r e s u lt in g  investm ent income would be $80,000. The s ta te js  
annua l lo s s  ($9,585) deducted from th is  annual ga in  leaves 
$70 ,4 15  fo r  a net annual g a in . (See C hart, Page 3 .)
I f  In term e d ia te  owner s p e c u la t io n  d id  occur, the u lt im a te  
s e l l i n g  p r ic e  to the p ip e l in e  company would have to  be over 
e ig h t  tim es the o r ig in a l  s e l l in g  p r ic e  to  r e s u lt  in  a loss  
to  the s ta te .

I I I .  LEASE L IM IT  BASED ON FA IR  MARKET VALUB

A la ska  s ta tu te s  do not s t ip u la te  a p r ic e  fo r  leases based 
upon a percentage o f  the  f a i r  market va lu e  o f the lan d  In  
q u e s t io n .

IV .  LEASING vs . SALE

Based on a 55-year le a s e , and g ive n  an 8JS d iscount r a te , an 
annua l lease  payment o f  $ 8 11,7 7 9 .6 3  would equa l a present 
va lu e  s a le  p r ice  o f  $10 ,000,000.
A lease  m ight be n e g o tia te d  under these terms w ith  a 
s t ip u la t io n  fo r  rea p p ra isa l a t g iven  in t e r v a ls .  At 
each re a p p ra is a l the  f a ir  market va lu e  cou ld  be re-estab­
lis h e d  and lease  payments would then  be based on the  present 
v a lu e . T h is  procedure would prov ide  th a t the s ta te 's  in te r e s t  
in  the  lands cou ld  be a d ju s te d  p e r io d ic a l ly  to  compensate fo r  
changes in  v a lu a t io n  o f  these p r o p e r t ie s . The attached 
chart (Page 4) o f  crude o i l  pr ices  would suggest th a t th is  
v a lu a t io n  w i l l  continue to  r is e .
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T H E  L E G I S L A T U R E

BUDGET AND AUDIT COMMIT

FINANCE DIVISION 
POUCH WF —  STATE CAPITOL

AUDIT DIVISION
POUCH IV -  ALASKA OFFICE BUILDING

■i'JNEAU 99S0I

M E M 0 R D U M

TO : The on. Sen.
Cha. ' man 
Sen- ~e F inance

: on October 29, 1973

FROM: Rob
F is -  
Le g i

I . Grog*. • 
A na lys t 

a t iv e  F i  ' _ nee

S a le  or Lease 
o f  Lands B i l l

SAL.I OR LEASE 2? LANDS I I L L  

HITS OF COrSIDERAT - -j

2.

Have a _ _ _  D O S  s ib  Lr _snd uses been in c l
(secs . - & 2 .)
Is  the e te r n in a r _ - n o f  what land is
are "r ■ sonable r. - - is "  and y/hat is  " f -
be mad- o n ly  by t • d ir e c to r  cf tlie  I -
(s ec . l*»b).
What p cedure w i_ _ be used tc ascer-'-
o f the lands  ar. -hat would be the
What s~ - c i f i c  par Is  are to  be so ld"
advant sous to 1 ?e these lands?
Could ■5 S ud.bG s e t t in g  a poor pre .
these ..rchases c :e  exempt c f the : .
cedure

ed in  the amendment?

ecessary" and what 
,.r market va lue" to 
is io n  o f Lands?

-■ f a i r  market va lue  
■-ms o f  such sales?
lig h t  i t  be more

dent by a llo w in g  
o e t i t i v e  b id  prc-
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M E M O R A N D U M

TO : DATE:

PROM: Robert L .  Grogan SUBJ: Sa le  or Lease
F is c a l  A n a lys t o f  Lands B i l l
L e g is la t iv e  F inance

SALE OR LEASE OF LANDS B ILL  
POINTS OF CONSIDERATION

1 .  Have a l l  p o s s ib le  land  uses been in c lu d e d  in  the amendment? 
(secs . 1  & 2 .)

2. Is  the de term ina tion  o f  what land  is  "necessary" and what 
are "reasonable needs" and what is  " f a ir  market va lue" to 
be made o n ly  by the d ir e c to r  o f  the D iv is io n  o f  Lands?
(sec . 2 , l^ b ) .

3. What procedure w i l l  be used to  a s c e r ta in  f a ir  market va lue  
o f these lands and what would be the terms o f  such sales?

•■I. What s p e c if ic  parce ls  are to  be sold? M ight i t  be more 
advantageous to  lease these lands?

5. Cou ld  the  s ta te  be s e t t in g  a poor precedent by a llo w in g  
these purchases to  be exempt o f the c om petit ive  b id  pro­
cedure?
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AUDIT DIVISION
POUCH W —  ALASKA OFFICE BUILDING

T I F I i  L E G I S L A T U K E

FINANCE DIVISION 
POUCH WF — STATE CAPITOL

BUDGET AND AUDIT COMMITTEE JUNEAU 99801

M E M 0 R A N D U M

TO: The Hon. Sen. Groh
Chairman 
Senate Finance

DATE: October 29, 1973

FROM: Robert L . Grogan
F is c a l A na lys t

SUBJ: Sa le  or Lease
o f Lands B i l l

The reasoning to avo id  land  sa le  c o m p e tit ive  b id d in g  and specu la­
t io n  in  an e f fo r t  to  m a in ta in  w ellhead  p r ic e  fo r  the s ta te 's  
b e n e f it  begs the q u e s tio n : why not s im p ly  g iv e  the land  to  the
p ip e lin e  company, thereby reducing coots even further?  In  con­
t r a s t , com petit ive  b id d in g  may have advantageous f is c a l  im p lic a ­
t io n s  .
The p ip e l in e  company's maximum rate  o f annu a l p r o f i t  is  he ld  at 7% by ICC r e g u la t io n . In  a d d it io n , the company a lso  is  a llow ed  
to  recover the cost o f  the p ip e l in e  over an e s ta b lis h e d  d ep rec i­
a t io n  p e r io d . These factors ra is e  the p ip e l in e  t a r i f f  and thus 
lower w ellhead  v a lu e , reducing the s ta te 's  r o y a lt y . The s ta te 's  
r o y a lty  rate  amounts to  1/8 or 12  and 1/2 percent o f th is  maximum. 
For each a d d it io n a l $ 1 m i l l io n  o f increased investm ent base, the 
s ta te 's  p o r tio n  is  $9*585 per annum (assum ing a 35-year d ep rec i­
a t io n  per iod  and a maximum 7% ra-e o f re tu rn  by the p ip e l in e  
company). T h is  f ig u r e  would be sm aller i f  the  company's rate  o f 
return  should be low er, and s l ig h t ly  h ig h e r  shou ld  the p ip e l in e  
be depreciated over a shorter per iod  o f t im e .

I f  the s ta te  invested  the $ 1 m i l l io n  at 55 annua l in te r e s t  (a
h is to r ic  rate  c f return  on A la s k a 's  investm ents) the r e s u lt in g  
investm ent income would be $80,000. The s ta te 's  annual loss  
($9*585) deducted from th is  annual g a in  leaves  $70 ,4 15  for  a
net annual g a in . (See c ha rt, page 2 .)
I f  in term ed ia te  owner s p e c u la tio n  d id  occur , the u lt im a te  s e l l in g  
p r ic e  to  the p ip e l in e  company would have to  be over e ig h t  times 
the o r ig in a l  s e l l in g  p r ice  to r e s u lt  in  a lo s s  to  the s ta te .

AGO 788653



Example
Land s e l l in g  p r ic e
Increased investm ent base 

for  p ip e l in e  t a r i f f  
(tim es maximum a llow ance 
rate  o f r e tu r n , p lus  
annual d e p re c ia t io n  o f 
p r in c ip a l)

S tate  r o y a lty  percentage
Annual s ta te  loss

$1,000,000 
$1,000,000 x 7% =

$ 7 6 , 6 8 0

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

$9,585

R ece ip t o f sa le  invested  
at 85

Amount o f annual ga in
Annual s ta te  loss  deducted 

from annual ga in

$1,000,000 x 85 - $80,000

$ 8 0 , 0 0 0

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

Net annual ga in $70 ,^ 15
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M E M O R A N D U M

DATE: O c tober 17, 1973

SUBJ: Sa le  or Lease
o f Lands D i l l

The reason ing  to  avo id  land  sa le  com petit ive  b id d in g  and specu la­
t io n  in  an e f fo r t  to  m a in ta in  w ellhead  p r ic e  fo r  the  s ta t e ’ s 
b e n e f it  begs the q u e s t io n : why not s im ply  g ive  the land  to  the
p ip e l in e  company, thereby reduc ing  costs even further?  In  con­
t r a s t ,  com petit ive  b id d in g  may have advantageous f is c a l  im p lic a ­
t io n s  .
The p ip e l in e  company's maximum rate  o f  annual p r o f i t  is  he ld  at 7% by ICC r e g u la t io n . In  a d d it io n , the company a ls o  is  a llow ed 
to  recover the cost o f the p ip e l in e  over an e s ta b lis h e d  deprec i­
a t io n  p e r io d . These factors ra is e  the p ip e l in e  t a r i f f  and thus 
lower w ellhead  v a lu e , reduc ing  the s ta te ’ s r o y a lt y . The s ta te 's  
r o y a lty  ra te  amounts to  1/8 or 12  and 1/2 percent o f  th is  maximum. 
For each a d d it io n a l $ 1 m i l l io n  o f increased investm ent base , the 
s ta te ’ s p o r t io n  is  $9,585 per annum (assuming a 35-.year d e p re c i­
a t io n  per iod  and a maximum 7% ra te  o f re turn  by the p ip e l in e  
company). T h is  f ig u r e  would be sm a ller  i f  the  company’ s ra te  o f 
return  should be low er, and s l ig h t ly  h igher  shou ld  the p ip e l in e  
be deprec iated  over a shorter per iod  o f  t im e .

I f  the s ta te  invested, the $ 1 m i l l io n  a t 8£ annua l In te r e s t  (a
h is to r ic  ra te 1 o f  return  on A la s k a ’ s Investm ents) the  r e s u lt in g  
investm ent income would be $80,000. The s ta te 's  annual loss  
($9,585) deducted from th is  annual g a in  leaves $70,^415 fo r  a
net annual g a in . (See c h a rt, page 2 .)
I f  in term ed ia te  owner sp e c u la tio n  d id  occur, the  u lt im a te  s e l l in g  
p r ic e  to  the  p ip e l in e  company would have to  be over e^ght times 
the o r ig in a l  s e l l in g  p r ic e  to  r e s u lt  in  a loss  to  the  ~ ia te .

TO : The Hon. Tom F in k ,  Speaker
House o f  Representatives 
A laska  S tate  L e g is la tu r e

FROM: Robert L . Grogan
F is c a l  A n a lys t
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Example
Land s e l l in g  p r ic e
Increased investm ent base 

fo r  p ip e l in e  t a r i f f  
(tim es maximum a llow ance  
ra te  o f  r e tu r n , p lu s  
annual d e p r e c ia t io n  o f  
p r in c ip a l)

S ta te  r o y a lty  percentage 
Annual s ta te  loss

R ece ip t o f  sa le  in ve s te d  
at 8*

Amount o f annual g a in
Annual s ta te  loss  deducted 

from annual g a in

Met annua l g a in

$1,000,000 
$1,000,000 x 1 % =

$ 7 6 , 6 8 0

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

$9,585

$1,000,000 x 8/5 - $80,000

$ 8 0 , 0 0 0

$80,000 - $9,585 = $70 ,4 15

$ 7 0 , 1 1 1 5

AGO 788656



I, the undersigned, an employee of the State of Alaska, do hereby certify 

chat the microfilm images on this microform are accurate reproductions 

of the original records of the State of Alaska as accumulated during the 

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

of this State to microfilm its records and to dispose of the original records 

after microfilm reproductions have been made.

Date



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

S E N A T E  

11/3/73

H r . P r e s i d e n t :  D a t e

The  C o m m i t t e e  on  FINANCE_____________________________ h a s  had  SB 9
u n d  = r ( ? - o L ^ l r i l 1 c , ? r 0 p r f i i j M ^ . a $ i 4 f i 8 ) m = m b e r 5  c f  t h e  C o m m i t t e e  

( ) r e c om m e n d s  i t  DO PASS

( ) r e c om m e n d s  i t  DO NOT PASS

( ) r e c om m e n d s  i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) r e c om m e n d s  i t  BE REPLACED WI TH CS F O R _______________________________ AND THAT

CS F O R _______________________________DO PASS

( ) " a n d "  r e c om m e n d s  i t  BE REFERRED TO THE ______________________________________________

COMMITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

M em be rs  s i g n i n g  t h e  Ma j  o r i t  y r e p o r t :

M em be rs  NOT c o n c u r r i n g  i n  t h e  M a j  o r i t y r e p o r t :

__________________________________________________  r e c o m m e n d s :

__________________________________________________  r e c o m m e n d s :

__________________________________________________  r e c o m m e n d s :

__________________________________________________ r e c o m m e n d s :

__________________________________________________  r e c o m m e n d s :

C ha i rma n

AGO 788522 "j~



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

October 22, 1973
H O U S E

M r .  S p e a k e r :  D a t e ________________________________________

T h e  C o m m i t t e e  on  Finance __________________________ h a s  had  House B i l l  9________

u n d e r  c o n s i d e r a t i o n .  A M a j o r  i t y  o f  t h e  m e m b e r s  o f  t h e  C o m m i t t e e  

( ) r e c o m m e n d s  i t  DO PASS

( ) r e c o m m e n d s  i t  DO NOT PASS

( ) r e c o m m e n d s  i t  DO PASS WI TH ATTACHED AMENDMENT(S)

( ) r e c o m m e n d s  i t  BE REPLACED WITH CS F O R _________________________________AND THAT

CS FOP. ________________________________________ DO PASS

( ) " a n d "  r e c o m m e n d s  i t  BE REFERRED TO THE ___________________________________________________

COMMITTEE

( ) r e p o r t s  i t  b a c k  WI THOUT RECOMMENDATION 

( ) " o t h e r "

M em b e r s  s i g n i n g  t h e  M a j o r i t y  r e p o r t :

M em b e r s  NOT c o n c u r r i n g  i n  t h e  M a j o r ?  t y  r e p o r t :

________________________________________________r ecommend  s :

_________________________________________________  r e c o m m e n d s :

_________________________________________________  r e c o m m e n d s :

_________________________________________________  r e c o m m e n d s :

_________________________________________  r e c o m m e n d s :

C ha i rma n

AGO 7 885 47 ;



Offered: .11/3/73
Referred: 'inunce

IK  THE SENATE jJY HENSL EY AND iiOiii-IArl

SENATE B IL L  NO.

IN  THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

A B IL L
For an Act e n t i t le d :  "Art Act r e la t in g  to  the ta x a t io n  o f  o i l  and gas

p r o p e r tie s ; and p r o v id in g  for  an e f fe c t iv e  d a te ."
BE I T  ENACTED BY THE LEGISLATURE CF THE STATE OF ALASKA:

8 S e c tio n  1 .  AS 43. :1b amended by add ing  a new chapter to  read :
CHAPTER 5&. O IL  AMD GAS PROPERTY TAXES.

Sec. 43 .5 8 .0 10 . L E V Y  OF TAX . An annual ta x  o f  8 m i l ls  is  
le v ie d  each year b e g in n in g  January 19 7 4 , on the  f u l l  and true 
va lu e  o f  ta xa b le  nroperty  ta xa b le  under t h is  chap ter . When the 

ta x a b le  property ta xa b le  under t h is  chapter is  in  p r o d u c t io n , i t  is  
s u b je c t to  the  o i l  and ga3 properties  produc tion  ta x  (c h . 55 o f  t h is  

t i t l e ) .
Sec. 43 ,58.020. IN  PLACE OF ALL OTHER TAXES. Except fo r  the 

im p o s it io n  o f the o i l  and gas properties  produc tion  ta x  (ch . 55 o f  

t h is  t i t l e )  and the o i l  and gas tra n s p o r ta t io n  property  tax  (c h . 56 
o f  t h is  t i t l e ) ,  the ta x  imposed by t h is  chapter is  in  p la ce  o f  a l l  
taxes Imposed b y :

( 1 )  the s ta te  or any o f  i t s  p o l i t i c a l  s u b d iv is io n s  upon
(A) producing o i l  or gas le a s e s ; or

(B) o i l  or gas produced or extracted  in  the s ta te ; or
(2) a p o l i t i c a l  s u b d iv is io n  upon

(A) o i l  or gas in  p la c e ;
(B) posscf33ory In te re s ts  in  o i l  or gas leaseho lds  

whether produc ing or n o t ;
(C) the va lue  o f In ta n g ib le  d r i l l i n g  and e x p lo r a t io n

u j . v - a l * ill COPY - 1- ;jl. 9
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8B If

expenses; or

(D) r e a l and ta n g ib le  persona l property  used w ith in  
t h is  s ta te  p r im a r ily  fo r  an in terborough  common c a rr ie r  p ip e l in e  

system fo r  the tra n s p o r ta t io n  o f gas or u n re fine d  o i l  (except 
gas p ip e l in e  systems opera ting  as u t i l i t i e s  and re g u la te d  by 

the A laska  P u b lic  U t i l i t i e s  Com m ission).

Sec. 43 .58.030. STATE ASSESSMENT REVIEW BOARD. The S tate  
Assessment Review Board is  created w ith in  the  Department o f  REvenue. 

The board con s is ts  o f three persons appo in ted  by the governor to 
serve a t h is  p le a s u re . Each board member

( 1 )  must be a re s id e n t o f  the s ta te  and know ledgeable 

o f  assessment procedures; and
(2) is  su b jec t to  c on firm a tio n  by a m a jo r ity  o f  the 

members o f the le g is la t u r e  in  jo in t  se ss io n .

Sec. '43.58.040. COMPENSATION; PER DIEM AND EXPENSES. Except 

fo r  a s ta te  o f f i c i a l  or employee who is  a memter o f  the board , each 

member o f  the board s h a l l  rece ive  a s tip e n d  o f $100 a day for  each 

day In  which he a ttends  a board m eeting or c arr ies  out h is  r e s p o n s ib i­
l i t i e s  under th is  chapter . A l l  board members s h a l l  rece ive  per diem 

and expenses a u th o r ized  by lav; for boards and commission.

Sec. 4 3 .5 8 .050 . ASSESSMENT. (a) The department s h a l l  assess
property  fo r  the tax  le v ie d  under sec. 10  o f  t h is  chapter at i t s

f u l l  and true  va lue  as o f  January 1  o f  the assessment year .
(b) The f u l l  and true  va lue  o f  ta xa b le  property  is  determ ined

each January 1  by a s c e r ta in in g  the present va lue  o f the proven 

reserves o f  gas or u n re fine d  o i l .  As used in  t h is  se c tio n  "proven 
reserves" means the volumes o f gas and u n re fine d  o i l  th a t g e o lo g ic a l 

and e ng in ee r in g  in fo rm a tio n  jn d ic a te s  are recoverab le  in  the fu ture  
from o i l  and gas reservo irs  under e x is t in g  economic and opera ting

- 2 - COMMITTEE COPY «o
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c o n d it io n s .

Sec. 43.58*060. RETURNS. (a) The department may req u ire  by 
n o t ic e  every person hav ing  ownership or c o n tro l o f an in te r e s t  in  

property  ta xa b le  under sec. 10 o f th is  chapter to  submit a return  
in  the form prescribed  by the department , based on property va lu es  

e x is t in g  on January 1 ,  except as otherw ise prov ided  in  t h is  chapter .

(b) The department by w r itte n  n o t ic e  may req u ire  a person to  
prov ide  a d d it io n a l  in fo rm a tio n  w ith in  30 days o f the n o t ic e .

Sec. 43 .58 .070 . INVESTIGATION . (a) The department may make an 
in v e s t ig a t io n  o f property  on which a return  has been f i l e d  or o f ta xa b le  
property upon which no return  has been f i l e d .  In  e ith e r  case , the 

department may make i t s  own v a lu a t io n  o f the ta xa b le  p ro p e rty , which 
is  prima fa c ie  evidence o f  f u l l  and true v a lu e .

(b) An employee or agent o f  the department may enter any premise 
necessary for  the in v e s t ig a t io n  dur ing  reasonable hours and may examine 
property and appropr ia te  records. The owner o f  the ta xa b le  property

upon request s h a l l  fu r n is h  to  the employee or agent o f  the department 

reasonable ass is tance  req u ired  fo r  the in v e s t ig a t io n . I f  refused  e n tr y , 
the department may seek a court order to  compel e n try .

(c) For the purpose o f  the in v e s t ig a t io n  the owner o f the ta xa b le  

property or h is  rep re se n ta tive  may be requ ired  to  present h im s e lf  for  
exam ination  under oath by the departm ent.

Sec. 43 .58 .08o. ASSESSMENT ROLL. The department s h a l l  prepare 
a n n u a lly  the o n ly  assessment r o l l  fo r  ta x a t io n  under sec. 10  o f  t h is  

chapter . The r o l l  s h a ll  c o n ta in :

( 1 )  a d e s c r ip t io n  o f a l l  ta xa b le  p ro p e rty ;
(2) the assessed va lue  o f a l l  ta xa b le  p ro p e rty ;

(3) the names and addresses o f persons owning property  
sub jec t to  assessment and ta x a t io n .

313 [)
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Sec. 43 .58.090. ASSESSMENT NOTICE. Before March 2 o f each 

year , the  department s h a l l  send to  ever;y owner o f ta xa b le  property 
named in  the assessment r o l l  a n o t ic e  o f assessment, showing the 

assessed va lu e  o f the p ro p e rty . N o tice  o f assessment is  e f fe c t iv e  

on the date o f  m a il in g .

Sec. 4 3 .5 8 .10 0 . APPEAL TO THE DEPARTMENT. (a) An owner o f 

ta xa b le  property r e c e iv in g  an assessment n o t ic e  may ob jec t to  the 
assessment by a d v is in g  the department in  w r it in g  o f the o b je c t io n s  

to  the assessment w ith in  20 days o f the e f fe c t iv e  date o f the 
n o t ic e

(b) The department s h a l l  prov ide  by r e g u la t io n  for  n o tic es  o f 

appeals to  in te re s te d  persons.

(c) F o llo w in g  an o b je c t io n  the department may a d ju s t the assess­

ment and the assessment r o l l .  An adjustm ent based on an o b je c t io n  from 
an owner o f ta xa b le  property  s h a ll  be made w ith in  30 days o f the 
e f fe c t iv e  date o f the n o t ic e  o f assessment.

Sec. 4 3 .5 8 .1 10 . APPEAL TO THE STATE ASSESSMENT REVIEW BOARD.

(a) A fte r  a r u l in g  by the department on an appeal made under sec. 100 
o f  t h is  chap ter , the  owner may fu r th e r  appeal to  the board. The appeal 

must be f i l e d  in  w r it in g  w ith in  50 days o f the e f fe c t iv e  date o f 

the n o t ic e  o f assessment.
(b) The board s h a l l  prov ide  by r e g u la t io n  for  n o tic e s  o f appeals 

to  in te r e s te d  persons.
Sec. 4 3 .5 8 .12 0 . HEARINGS OF STATE ASSESSMENT REVIEW BOARD. (a) 

The board s h a l l  hear appeals f i l e d  under sec. 1 10 ( a )  o f th is  chapter.

(b) A m a jo r ity  o f the board c o n s t itu te s  a quorum requ ired  to 

transact bus iness .
(c) The board s h a l l  prov ide  by r e g u la t io n  for  no tic es  o f hearings 

to in te re s te d  persons.

SO 9 -4- COMMITTEE COPY1 AGO 788326
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(rl) I f  an a p p e lla n t  f a i l s  to  appear at the h e a r in g , the board 

may proceed w ith  the hear ing  in  h is  absence.
(e) The a p p e lla n t  bears the  burden o f proof at the  he a r ing .
( f )  The o n ly  grounds for  adjustm ent o f assessed va lu e  is  proof o f

un eq u a l, excess ive  or improper v a lu a t io n  or v a lu a t io n  not determ ined in
accordance w ith  the standards set out in  t h is  chapter , based on

fa c ts  s ta ted  in  a w r it te n  appeal t im e ly  f i l e d  or proved at the hear ing .

(g) The board s h a l l  c e r t i f y  i t s  determ inations  to  the department 
w ith in  seven days o f the he a r ing .

(h) The department s h a l l  enter the changes and c e r t i f y  the f in a l  
assessment r o l l  ori or before  June 1  o f  each year and by J u ly  1  s h a ll  

m a il to  the owner o f ta xa b le  property or h is  au th or ised  agent a 

statem ent o f the amount o f tax  due.

( i )  An owner may appea l to  the superior court f o r , and is

e n t it le d  t o , t r i a l  de novo o f the board ’ s a c t io n .
Sec. 43.58'. 13 0 . SUPPLEMENTARY ASSESSMENT ROLLS. The department 

s h a l l  in c lu d e  property om itted from the  assessment r o l l  on a supp le­
mentary r o l l ,  us in g  the procedures set out in  t h is  chapter fo r  the 
o r ig in a l  r o l l .

Sec. 4 3 .5 8 .14 0 . COLLECTION AND DEPOSIT. (a) The tax  le v ie d  by 
sec. 10  o f  t h is  chapter is  payab le  to  the department before October 1  
o f  the ta x  year.

(b) The department may prov ide  for  vo lu n ta ry  prepayment and for 
payment by in s ta llm e n ts .

(c) A l l  o ther ta xe s , in te r e s t  and p e n a lt ie s  c o lle c te d  under 
t h is  chapter s h a l l  be depos ited  in  the general fu n d .

Sec. 4 3 .5 8 .15 0 . INTEREST AND PENALTY. When the ta x  le v ie d  by 

s e c .10 o f th is  chapter becomes d e lin q u e n t , a p e n a lty  o f 10 per cent 
s h a l l  be added. In te r e s t  on the d e lin q u e n t ta x e s , e xc lu s iv e  o f p e n a lty ,
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s h a l l  be assessed at a rate  o f e ig h t per cent a year .
Sec. 4 3 .5 8 .16 0 . L IEN  FOR TAX. The ta x  le v ie d  under sec. 10  

o f  t h is  chapter and the in te r e s t  and p e n a lty  prov ided  in  sec. 150 o f 
t h is  chapter are f i r s t  and paramount l ie n s  on the property su b jec t to

tax  under t h is  chapter.
Sec. 4 3 .5 8 .17 0 . REMEDY. The remedy o f d is t r a in t  on property  

set out in  AS 43.20.270 a p p lie s  to  the ta x  le v ie d  by sec. 10  o f 

t h is  chapter. However, o n ly  property sub jec t to  the  ta x  may be d is ­

tra in e d  .
Sec. 43 . 58 . l 80 . PENALTIES. A person who know ing ly  f a i l s  to

f i l e  a return  when' due or who makes a fa ls e  statem ent in  a re turn
requ ired  under t h is  chapter w ith  in te n t  to  evade ta x a t io n  is  g u i l t y  o f 

a misdemeanor and upon c o n v ic t io n  is  pu n isha b le  by a f in e  o f  not more 
than $1,000 or by imprisonment for  not more than s ix  m onths, or by b o th , 

toge ther w ith  the costs o f p ro sec u tio n , n o tw ith s ta n d in g  the p ro v is io n s  

o f AS 12 .8 0 .0 3 0 .
Sec. 4 3 .5 8 .19 0 . REGULATIONS. The board and the  department may

adopt re g u la t io n s  in  accordance w ith  the A d m in is tr a t iv e  Procedure Act 

(AS 44.62) as appropr ia te  to  carry out th e ir  resp ec tive  d u t ie s  under 

t h is  chapter.

Sec. 43 .58 .200 . D EFIN IT IO N S . In  t h is  chapter

( 1 )  "board" means S tate  Assessment Review Board;

(2) "department" means Department o f Revenue;
(3) "gas" inc lu d e s  a l l  n a tu ra l gas and a l l  hydrocarbons 

produced at the w ellhead not d e fin e d  as o i l ;
(4) " ta xa b le  property" means the ownership o f ,  or possessory 

r ig h ts  and p r iv i le g e s  in ,  non-producing o i l  and gas p ro p e rtie s  or 

lea se h o ld  in te r e s ts ;

(5) "u nre fin ed  o i l "  in c lu d e s  crude petroleum  and other



hydrocarbons regard less  o f  g r a v ity  which are produced at the w ellhead 

in  l iq u id  form.

* Sec. 2 . AS 29.53 is  amended by add ing  a new se c tio n  to  read :
Sec. 29 .53 .0^5. O IL  AND GAS PROPERTIES. No m u n ic ip a lit y  may 

assess , le v y  or c o l le c t  an ad valorem ta x  on the va lue  o f  in ta n g ib le  

d r i l l i n g  and e x p lo r a t io n  expenses, o i l  or gas in  p la c e , possessory

in te r e s ts  in  o i l  or gas leaseho lds  whether produc ing or n o t , or

on r e a l and ta n g ib le  personal property  used w it h in  the s ta te  fo r  an 
Interborough common c a rr ie r  p ip e l in e  system fo r  the tr a n s p o r ta t io n  

o f gas or u n re fin e d  o i l  (except gas p ip e l in e  systems opera ting  as 

u t i l i t i e s  and reg u la te d  by the A laska  P u b lic  U t i l i t i e s  Comm ission).

T h is  p r o h ib it io n  does not l im i t  the c o l l e c t a b i l i t y  o f any tax le v ie d  

before the e f fe c t iv e  date o f t h is  s e c t io n . 
s Sec. 3. AS 29.53.050 is  amended by add ing  a new subsection  to  read:

(b) No m u n ic ip a l i t y ,  or com bination  o f m u n ic ip a l it ie s  occupying 

the same geograph ica l area in  whole or in  p a r t , may le v y  taxes 
which w i l l  r e s u lt  in  tax  revenues from a l l  sources exceeding $2,000 

a year for  each person r e s id in g  w ith in  i t s  b oundar ies . I f  tv/o or 
more m u n ic ip a l it ie s  occupying the same geograph ica l area , in  whole 

or in  p a r t , attem pt to  le v y  a t a x ,  the  combined le v y  o f which

would r e s u lt  3n tax  revenues from a l l  sources exceeding $2,000 a
year fo r  each person r e s id in g  w ith in  t h e ir  boundar ies , the commissioner 

o f community and r e g io n a l a f fa ir s  s h a l l  a pportion  the la w fu l le v y  

and e q u ita b ly  d iv id e  these revenues on the bas is  o f need, services 
performed and other con s id era tio n s  in  the p u b lic  in te r e s t . For 

the purpose o f t h is  s u b se c tio n , p o p u la t io n  s h a l l  be determ ined by 
the commissioner o f community and r e g io n a l a f f a ir s  based on the 
la te s t  s t a t is t ic s  o f the U n ited  S tates Bureau o f the Census or 
on other r e l ia b le  p o p u la t io n  d a ta .
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* Sec. I». AS ^ 3 .5 5 .0 10 (b ) is  repea led  and re-enacted to read :
(b) Except fo r  the Im p o s it io n  o f  the  o i l  and pas tra n s p o r ta t io n  

property ta x  (c h . 56 o f  t h is  t i t l e )  and the  o i l  and gas property  tax  

(ch . 58 o f  t h is  t i t l e ) ,  the  tax  imposed by t h is  chapter is  in  p lace  

o f  a l l  taxes Imposed b y :
( 1 )  the  s ta te  or any o f  i t s  p o l i t i c a l  s u b d iv is io n s  upon

(A) producing o i l  or gas le a s e s : or
(D) o i l  or gas produced or extracted  in  the  s ta te ; or

(2) a p o l i t i c a l  s u b d iv is io n  upon
(A) o i l  or gas in  p la c e :
(B) possessory in te r e s ts  ir, o i l  or gas leaseho lds  

whether produc ing or n o t ;
(C) the  va lu e  o f  In ta n g ib le  d r i l l i n g  and e x p lo r a t io n  

expenses; or
(D) r e a l and ta n g ib le  persona l property used w ith in  

t h is  s ta te  p r im a r ily  fo r  an interborougb common c a r r ie r  
p ip e l in e  system fo r  the tra n s p o r ta t io n  o f  gas or u n re fin e d
o i l  (except gas p ip e l in e  systems opera ting  as u t i l i t i e s

and reg u la ted  by the A laska  P u b lic  U t i l i t i e s  Com m ission).
- Sec. 5, T h is  Act takes e f fe c t  on the  day a fte r  i t s  passage and approva l

or on the day i t  becomes lav.' w ith o u t approva l.

AGO 700530



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

1 \ . Legislature •!■>.! Ai-Session

u o o o r t le
' 1 / ’ 7 -1

Introduced in  the Senate " f . ^ ,1 9

J

A G O  78 8 5 3 1

H I S T O R Y  I N  T H E  S E N A T E

SECRETARY OF THE SENATE

Read third time and

Yeas

PASS : Absent
Excused

Effective Dale
Yeas

„ , C q  . N a >’SPASS . A|jKCnt
Excused

Reported correctly engrossed 
Signed by President 
Sent to House

Reported back with 
recommendation that

Read second time and

Read first time and referred 
to Committee on

H I S T O R Y  I N  T H E  H O U S E

19
Read first time and referred 
to Committee on

Reported back with 
recommendation that

Read second time and

Read third time and

PASS 

Effective Date 

PASS

Yeas
Nays
Absent
Excused

Yeas
Nays
Absent
Excused

Reported correctly engrossed 
Signed by Speaker 
Returned to Senate

CHIEF CLERK OF THE HOUSE

H I S T O R Y  I N  T H E  S E N A T E

19
Received from House

Reported correctly enrolled

Sent to Governor

.............  By Governor

Filed with I,t. Governor

Chapter No.



Offered: 11/3/73
Referred: Finance

IN THE SENATE BY H E N S L E Y  AND HOIIMAN

SENATE BILL NO. 9 

IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

A BILL

For an Act entitled: "An Act relating to the taxation of oil and gas

properties; and providing for an effective date."

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

* Section 1. AS H 3. is amended by adding a new chapter to read:

CHAPTER 58. OIL AND GAS PROPERTY TAXES.

Sec. J43.58. 010. LEVY OF TAX. An annual tax of 8 mills is 

levied each year beginning January 1, 197*4, on the full and true

value of taxable property taxable under this chapter. When the

taxable property taxable under this chapter is in production, it is 

subject to the oil and gas properties production tax (ch. 55 of this 

t i t l e ) .

Sec. *13.5 3 .020. IN PLACE OF ALL OTHER TAXES. Except for the 

imposition of the oil and gas properties production tax (ch. 55 of 

this title) and the oil and gas transportation property tax (ch. 5*5 

of this title), the tax imposed by this chapter is in place of all 

taxes imposed by:

(1) the state or any of its political subdivisions upon

(A) p r oducing oil or gas leases; or

(B) oil or gas produced or extracted In the state; or

(2) a political subdivision upon

(A) oil or gas in place;

(B) possessory interests in oil or gas leaseholds 

whether p roducing or not;

(C) the value of intangible drilling and exploration
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expenses; or

(D) real and tangible personal p r o p e r t y  used within 

this state p r imarily for an i n terborough c ommon carrier pipeline 

system for the tran s p o r t a t i o n  of gas or u n r e f i n e d  oil (except 

gas pipeline systems o p erating as util i t i e s  and r e gulated by 

the Alaska Public U tilities Commission).

Sec. 4 3 .5 8 .O3 O. STATE A S S E S S M E N T  RE\r H-/ BOARD. The State 

Assessment Review Board is created w ithin t.ie Department of REvenue.

The board consists of three persons appo i n t e d  by the governor to 

serve at his pleasure. Eac h  bo a r d  m e m b e r

(1) must be a resident of the state and k n o w ledgeable 

of assessment procedures; ar.d

(2) is subject to c o n f i r m a t i o n  by a m a j o r i t y  of the 

members of the l egislature in joint session.

Sec. 43.58.040. COMPENSATION; PER DI E M  A ND EXPENSES. Except 

for a state official or employee viho is a m e m b e r  of the board, each 

me m b e r  of the board shall receive a stipend of $100 a day for each 

day in w h i c h  he attends a boai’d m e e t i n g  or carries out his r e s p o n s i b i­

lities under this chapter. All board m e m b e r s  shall receive per diem 

and expenses a u t h orized by law for b oards and commission.

Sec. 4 3 . 5 8 .O5 O. ASSESSMENT. (a) The dep a r t m e n t  shall assess

property for the tax levied u n d e r  sec. 10 of this c h a pter at its

full and true value as of January 1 of the a s s essment year.

(b) The full and true value of taxable prope r t y  Ls determined

each J a n uary 1 by ascert a i n i n g  the present value of the proven 

reserves of gas or u n refined oil. As used in this section "proven 

reserves" means the volumes of gas and u n r e f i n e d  oil that geological 

and engineering information indicates are re c o v e r a b l e  in the future 

from oil and gas reservoirs un d e r  exist i n g  economic and o p erating 
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conditions.

Sec. 43.58*060. RETURNS, (a) The department m a y  require by 

notice every person having ownership or control of an interest in 

p roperty taxable under sec. 10 cf this chapter to submit a return 

in the form prescribed by the department, based on property values 

e xisting on January 1, except as otherwise provided in this chapter.

(b) The department by written notice may require a p erson to 

provide additional Information w ithin 30 days of the notice.

Sec. *13 • 58.0 70. INVESTIGATION, (a) The department m ay make an 

investigation of property on which a r eturn has been filed or of taxable 

property upon which no return has been filed. In either case, the 

department may make Its own valuation of the taxable property, which 

is prima facie evidence of full and true value.

(b) An employee or agent of the department m ay enter any premise 

necessary for the investigation d uring reasonable hours and may examine 

p roperty and appropriate records. The owner of the taxable property

upon request shall furnish to the employee or agent of the department 

reasonable assistance required for the investigation. If r e f used entry, 

the department may seek a court order to compel entry.

(c) For the purpose of the investigation the owner of the taxable 

property or his representative may be required to present himself for 

e xamination under oath by the department.

Sec. 4 3 .5 8 .0 8 0 . ASSESSMENT ROLL. T he department shall prepare 

annually the only assessment roll for taxa t i o n  under sec. 10 of this 

chapter. The roll shall contain:

(1 ) a d escription of all taxable property;

(2 ) the assessed value of all taxable property;

(3 ) the names and addresses of persons owning property  

subject to assessment and taxation.
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Sec. '13.58.090. ASSESSMENT NOTICE. Before March 2 of each 

year, the d e p a rtment shall send to every owner of taxable property 

na m e d  In the assessment roll a notice of assessment, showing the 

a s s e s s e d  value of the property. Notice of assessment is effective 

on the date of mailing.

Sec. 43.58.100. APPEAL TO T H E  DEPARTMENT. (a) An owner o f  

t a x able prop e r t y  receiving an assessment notice may object to the 

as s e s s m e n t  by advising the department in writing of the objections 

to the assessment within 20 days of ;he effective date of the 

n o t i c e .

(b) The department shall provide by regulation for notices of 

a p p eals to interested persons.

(c) F o l l o w i n g  an objection the department may adjust the a s s e s s­

ment and the assessment roll. An adjustment based on ar objection from 

an owner of taxable property shall be made within 30 days of the 

eff e c t i v e  date of the notice of assessment.

Sec. 4 3 .5 8 .llO. APPEAL TO T HE STATE ASSESSMENT REVIEW BOARD.

(a) After a ruling by the department on an appeal made under sec. 100 

of this chapter, the owner m a y  further appeal to the board. The appeal 

nust be filed in writing w ithin 50 days of the effective date of 

the n otice of assessment.

(b) The board shall provide by r e g u lation for notices of appeals 

to int e r e s t e d  persons.

Sec. 4 3 .5 8 .1 2 0 . HEARINGS OF STATE A S S ESSMENT REVIEW BOARD. (a)

The bo a r d  shall hear appeals filed under sec. 110(a) of this chapter.

(b) A m a j o r i t y  of the board constitutes a quorum required to 

transact business.

(c) The board shall provide by regulation for notices of hearings 

to i n t erested persons.

-4-

SB 9
AGO 78853?



I

2

3
A

5

6

7

8

9
10

II

12

13

14

15

16
17

18
19

20

21

22

23
7A

25

26

27
28

29

(d) If an appellant fails to a ppear at the hearing, the board 

m a y  p r o c e e d  with the h e a ring in his absence.

(e) The appellant bears the burden of pr o o f  at the hearing.

(f) The only grounds for adjustment of assessed value is pr o o f  of

unequal, excessive or improper valu a t i o n  or v aluation not d e t ermined in

a c c ordance with the standards oet out in this chapter, based o n 1

facts stated in a w r i t t e n  appeal timelv filed or proved at the hearing.

(g) The board shall certify its d e t e r m i n a t i o n s  to the department 

wi t h i n  seven days of the hearing.

(h) The department shall enter the changes and certify the final 

assessment roll bn or before June 1 of ea c h  year and by July 1 shall 

mai l  to the owner of taxable p r o p e r t y  or his authorized agent a 

statement of the amount of tax due.

(i) An owner m a y  appeal to the superior court for, and is

entitled to, trial de novo of the board's action.

Sec. ^3.58.130. S U P P L E M E N T A R Y  AS S E S S M E N T  ROLLS. The department 

shall include p r o p e r t y  o m i tted from the assessment roll or. a s u p p l e­

mentary roll, using the p r o cedures set out in this chapter for the 

original roll.

Sec. 43.58.l40. CO L L E C T I O N  AND DEPOSIT, (a) The tax levied by 

sec. 10 of this chapter is p a y able to the department before O c t ober 1 

of the tax year.

(b) The department m a y  p r o vide for voluntary prepayment and for 

payment by installments.

(c) All other taxes, interest and pen a l t i e s  coll e c t e d  under 

this chapter shall be d e p o s i t e d  in the general fund.

Sec. 43.58.150. INTEREST AND PENALTY. V/hen the tax levied by 

s e c . 10 of this c h a p t e r  becomes delinquent, a penalty of 10 per cent 

shall be added. Interest on the delinquent taxes, exclusive of penalty,
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shall be assessed at a rate of eight per cent a year.

Sec. ''3.58.160. LIEN FOR TAX. The tax levied under sec. 10 

of this '"haptc.” and the Interest and p e n a l t y  provided In sec. 150 of 

this chapter are first and paramount liens on the property subject to

tax under this chapter.

Sec. 43.58.170. REMEDY. Tne remedy of distraint on property 

set out in AS 43.20.270 applies to the tax levied by sec. 10 of 

this chapter. However, only property subject to the tax may be d i s­

trained.

Sec. 43.58.l80. PENALTIES. A p e r s o n  who k n owingly falls to 

file a return when due or who makes a false statement in a return 

r equired under this chapter with intent to evade taxation is guilty of 

a m i s d e m e a n o r  and upon conviction is pu n i s h a b l e  by a fine of not more 

than $1,000 or by imprisonment for not mor e  than six months, or by both, 

t ogether with the costs of prosecution, n o t w i t h s t a n d i n g  the provisions 

of AS 12.80.030.

Sec. 43.58.190. REGULATIONS. The board and the department may 

adopt regulations in accordance with the A d m i n i strative Procedure Act 

(AS 44.62) as approp r i a t e  to carry out their respective duties under 

this chapter.

Sec. 43.58.200. DEFINITIONS. In this chapter

(1) "board" means 'tate Assessment R eview Board;

(2) "department" means D e p a rtment of Revenue;

(3) "gas" includes all natural gas and all h y drocarbons 

p rod u c e d  at the wellhead not defined as oil;

(4) "taxable property" means the o w nership of, or possessory 

rights and privileges in, n o n - producing oil and gas proper! 1 _-s or 

leascholu interests;

(5) "unrefined oil" Includes crude pet r o ] s u m  and other
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