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Original sponsor: Rules Committee by request Offered: 10/30/73

of the Governor Referred: Rules
I IN THE HOUSE BY THE FINANCE COMMITTEE
2 SENATE CS FOR CS FOR HOUSE BILL NO. 7
J IN THE LEGISLATURE OF THE STATE OF ALASKA
A EIGHTH LEGISLATURE - FIRST SPECIAL SESSION
5 A BILL
6 Foran Act entitled: "An Act relating to common purchasers of oil;- and
7 providing for an effective date."

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

V * Section 1. AS 31 is amended by adding a new chapter to read:

]O CHAPTER 15. COMMON PURCHASERS OF OIL.

n Sec. 31.15.010. HEARING ON QUESTION OF DISCRIMINATION. (a)

© Upon the complain; of a person having an interest in the production of

13 oil from a field, the commission shall hold a hearing or hearings, or,
M at the commission®s own discretion, the commission may hold a hearing of”~
15 hearings to determine if there has been unjust and unreasonable dis—
16 crimination in purchases of oil offered for purchase within the state,
u (€D) in favor of one or more owners of oil producrJ as
18 . . . .

against another owner in the same field; or
19 N - -

(2) in favor of one or more fields in reasonably close
Z) proximity to each other.
21 S -
(b) In determining whether there has been unjust and unreasonable

discrimination in favor of one or more owners of oil produced from a
23 R ) ) ) } : )

field, the commission shall consider the kind and quality of the oil,
24 i ) )

the sales prices of tlie oil, and other related matters.
25

(c) In determining whether there has been unjust and unreasonable

26 ; L ) ; ) :

discrimination in favor of one or more fields in reasonably close
27

proximity to each other, the conanission shall consider the kind and
28

quality of the oil, the sales prices of the oil, the size and
29 location of the fields, the maximum efficient rate of production from

-1- SCS CSHB 7
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18

19

23

24

25

26

27

28

29

SCS

the pools, the cost and mode of transporting the oil from the fields,
the term of the offerings, and other related matters.

Sec. 31.15.020. DETERMINATION OP COMMON PURCHASER. (a) Where a
nurchaser is purchasing from a field and the commission finds that
the purchaser has unjustly and unreasonably discriminated in purchases
with regard to dLl offeied for sale in favor of one or more owners
of oil produced in the field, he shall order the purchaser go be

a common purchaser with respect bo oal offered for sale from the

field.

(b) Where a purchaser is purchasing from fields 1in reasonably
close proximity to each other and the commission finds that the
purchaser has unjustly and unreasonably discriminated in purchases with
regard to oil offered for sale in favor of one or more of the fields,
re shall order the purchaser to be a common purchaser with respect to
oil offered for sale from each field involved.

(c) A purchaser cannot be ordered to be a common purchaser
s'r. the basis of purchases of oil taken in kind by the United States
or the State of Alaska, or on the basis of the payment of royalties,
overriding royalties, net profits, carried interests or similar
interests, whether in kind or in value or on the basis of a producer
taking its own production.

Sec. 31.15.030. RESPONSIBILITY OP COMMON PURCHASER. (a) A
common purchaser purchasing in this state shall purchase ratably
erchout unjust and unreasonable discrimination in favor of any owner

r producer over any other owner or producer offering to sell oil
reduced from a field where it is a common purchaser or from fields 1in
"sasonably close proximity to each otl > where it is a common

r,rchaser.

(b) If a purchaser is a common ourchaser in more than one field
vi-3 7 -2-
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in reasonably close proximity to each other, the commission may order
the purchaser to purchase ratably from the fields involved in propor—
tions which will prevent unjust and unreasonable discrimination among
the fields.

(c) The commission may make 1inquiry in each field concerning
the connections of the various producers and when unjust and unreason—
able discrimination is found to be practiced by any common purchaser as
defined in this chapter the commission shall Issue an order to the
common purchaser to make reasonable extensions of their lines and
reasonable connections as will prevent the discrimination.

Sec. 31.15.070. PENALTY. A person violating an order issued
under this chapter shall be assessed by the commission a civil
penalty of not less than $1,000 nor more than $10,000. Each day a

violation continues constitutes a separate offense.

Sec. 31-15.050. DEFINITIONS. In this chapter
(€D} "commission" means the Alaska Pipeline Commission;
(2) "field" means a general area which is underlain or

appears to be underlain by at least one pool, and includes the
underground reservoir containing oil or gas; and the words "pool"
and "field"” mean the same thing when only one underground reservoir
is involved, but "field"” unlike "pool" may relate to two or more
pools;

(3) "oil"™ includes crude petroleum oil and other hydro-—
carbons regardless of gravity which are produced at the wellhead
in liquid form and the liquid hydrocarbons known as distillate or
condensate recovered or extracted from gas, other than gas produced

in association with oil and commonly known as casinghead gas;
(*0 "pool"™ means an underground reservoir containing
oil; each sone of a general structure which is completely separated
-3- SCS CSHB 7
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16

17

18

19

21

23

25

26

27

28

29

from anvother zone In the structure Is covered by the term "pool";
(5) "purchaser"” means a person who purchases oil in the
state.
* Sec. 2. AS 4*1.62.330(3) 1is amended by adding a new paragraph to read:
(37) Alaska Pipeline Commission as to functions relating
to common purchasers under AS 31.15*
* Sec. 3% This Act takes effect on the day after its passage and

approval or or. the day it becomes law without approval.
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Pursuant to the? Uniform Units oi the Legislature |
vi;i]l bo transmitting a bill relating to common purchasers
of oil. This measure replaces common purchaser provisions
in the Right-of-Way Leaning .hot of 1972 which may have
allowed the Commissioner of Natural Resources to require
anyone transporting oil or gas to cilso go into the business
of buying it as a condition of crossing state land.

The measure being offered now enables the Commissioner
to prevent, any purchaser of oil from discriminating unjustly
and unreasonably among those who offer oil for sale from a
given field, A purchaser buying from more than one field
in reasonably close proximity may also be barred from such
discrimination among sellers.

An investigation into alleged discrimination may bo
initiated either by the Commissioner on his own initiative
or on the basis of a complaint filed with him and can
include public hearings. IT the Commissioner finds that
a purchaser has discriminated unreasonably and unjustly,
lie must order that purchaser to become a common purchaser.
In cases whore purchases from more than one field are
involved, the Commissioner has the authority to tailor his
ordej: to reflect differing circuiastancos.

Common purchaser status requires a purchaser to buy

proportionately from all of those offering oil for sale,
according to the volumes of oil offered.

AGO 788514



{1l THE LECIRLATURE OP THE STATE OP ALASKA
EIGHTH LEGISLATURE e FIRST .SPECIAL SESSION
a bill
For an Acl entitled: "An Act relating to common purchasers of oil;
; and providing for an effective date."
"BE IT EI'ACTED BY THE LEGISLATURE OP THE STATE OP ALASKA:
* Section [ AS 3! is amended by adding a new chapter to read:
CHAPTER IS. COMEOH PURCHASERS OP OIL.
.l, Sec. 3L1*5.010. HEARING ON QUESTION OF DISCRIMINATION. (a)
3 WAED ae. Mo o e g irzrecrah  TiONT e it uvi - | Sz . i"A R
of oil from a field or at the commissionerls own discretiort1, the
commissioner may hold a hearing or hearings to delermine if there has
been unjust and unreasonable discrimination in purchases of oil offere-,
for purchase, within the state,
(1) in favor of one or more owners of oil produced as
against another owner in the same field; or
(?) in favor of one or more fields in reasonably close
proximity to each other,
(b) Tr dotermininr, whether there has boon unjust andun-
rva. enable di.e.crimination in favor of one or more owners of oil
produced from a field, the commissioner* shall consider the kind awi
quality o* the oil, the sales prices of I>. oil, and otherrelated
i.a lera.
(¢) In fislei"jiljiin' wii'st!r o th we j, DI « unjust- ami me-
I'ea.ciaialel ti.crililm s\ ilmlawm o" <In (I'ml'siam ;> <:;in iv;tso.> 1i
> r.|" imi <y 1> "a**l].ul M. r, tle came is: t.;um shall c.uisid mm]|L tel..

M i"i "1 i1ty iaef |,].1* .11, 1In* 11 : nrie -nf lie oil, lie si :mand
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location of the fields, the maximum efficient rate of production from
the pools, tlie cost and moda of transporting the oil from the fields,
the term of the offerings, and other related matters.

Sec. 31.15.0HO. DKTERMIHATTON' OF COMMON PURCHASER. (a) Where a
purchaser is purchasing from a field and the commissioner finds that
the purchaser has unjustly and unreasonably discriminated in purchases
with regai'd to oil offered for sale in favor of one or more owners
of oil produced in the field, he shall order the purchaser to be
a common purchaser with ros'noef to oi* offered Pou solo from the
field.

(b) Where a purchaser Is purchasing from fields in reasonably
close proximity to each other and tlie commissioner finds that the
purchaser has unjustly and unreasonably discriminated in purchases wit
regard to oil offered for sale in favor of one or more of the fields,
ho shall order the purchaser to be a common purchaser with respect to
oil offered for sale from each field involved.

(c) A purchaser cannot be ordered to be a common purchaser
on the basis of purchases of oil taken in kind by the United States
or the State of Alaska, or on the basis of the payment of royalties,
overriding royalties, not profits, carried interests or similar
interests, whether in kind or in value or on the- basis of a producer
taking its own productJon.

dec. 3L1-5.030. KERPOUfUPirj' i’y OF COMMON PORCHACER. (a) A
common purchaser purchasing in this si-atn shall purchase ratably
without unjust athi utn'en.joiir.ulo ulseriminntion in favor of any owner
or producer rv r any other :auer or producer offer.Ing to soil oil
fptuivoed from a jsMa wir r< it Is a i"i;a0:i nnl'charer or from field. in

ndasoiiab ly cI(>§;< ppt-/Lhitty e« mirii ¢*h r who it is. a common
| Itvil .
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(b) If a purchaser is a common purchaser ;Ln more than one field
in reasonably close proximity to each other, the commissioner may order
the purchaser to purchase ratably from the fields involved in propor-
tions which will prevent unjust and unreasonable discrimination among
the fields.

Sec. 3L15.Cdl0. PENALTY. A person violating an order issued
under* this chapter siiall b€ assessed by the commissioner a civil
penalty of not less than $100 nor more than $!1,000. Each dry a
violation continues constitutes a separate offense.

Sec. 31.15.050. DEFINITIONS. In this chapter

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

(2) "field" means a general area which is underlain or
appears to be underlain by at least one pool, and includes the
underground reservoir containing oil or gas; and the words "pool"
and "field" mean the same thing when only one underground reservoir
is involved, but "field" unlike "pool" may relate to two or more
pools;

(3) "oil" includes crude petroleum oil and other hyd.ro-
.carbons regardless of gravity which are produced at the wellhead
in liquid form and the liguid hydrocarbons known as distillate or
condensate recovered o* extracted from g.as, other than gas produced
Inassoeiat ion with oil and cor.aonly known as casinghead gas;

(I) "pool" means an underground rest rvoir eonta.in.Ing
oil; each sone of a general structure Which As completely separatel
from any nth r none .in Ilie :.truoiun* is covred ny tin* term "poo'."

(@) "purchaser" moans a person who purchases oj 1 Jn tlie

siate.
yfi'c. . Ad *VLIM.! ¢«*) Is *eeojle*i by adding a 1k paragraph to
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(37) Department of Natural lier.ourcee, as to functions

i relating to common purchaser.?, under AS 31*15-
m “ Sec. 3. Thin Act takes effect on the day after its passage and
,'Lapproval or on the clay it becomes law without approval! .

.J1-
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V.

The Legislature of the State of Alaska
FISCAL NOTE
First Special Session - Eighth Legislature

REQUE e

AT S

Requested by. Legislative Finance ... . Date: LQZil/73
Regwrn Dawyﬂoeques%d:: octoler 17 or ASAP —10
Agency: pept. of Natural Resources Program:

FISCAL DETAIL _
Budget Request Unlt(”s]) Affecte?:Na‘uraI ResourceS—admin. SSUM ort
A. EXPENDITURES: (Thousands of dollars'!”
OBJECT FY H FY 75 FY 76 FY 77 FY 78 FY 79
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
E(AQUIPMENT ‘
LAND & STRUCTURES
GRANTS, CLAIMS, ETC.
TOTAL

B. FUNDING: (Thousands of dollars)

GENERAL FUND f

FEDERAL FUNDS

OTHER

C. positions:

PERMANENT/TEMPORARY / / .

MAN MONTHS (P.7T.) f f / | 7 v/

ANALYSIS (See Fiscal Note Preparation Instructions, Section [I1)
Included in Fiscal Note for SB-6, HB-A

ATTACHMENTS

DATE: PREPARED BY: L ah e

Original: Legislative Finance
cc:

Bu_n?et and Manggement
Prinie Sponsor ? Irst Legislator Named)
AGO 788519



T10:

FROM:

< fill? AOA p" At

POHW- AAKA GHE BULONG

wy g UL TraiLirany i 1A _
/ HANANEmISIOIN
'E'fiGE LKdSfiSLATRJBta: roucu m - sw e capitol
M E M OR k N D UWM

Chairmen and Members DATE: November 15, 1973
Senate & House Finance Committees
V, Kent Dawson SUBJ: An Act relating to
Fiscal An aIyst C mmoh Purchasers
Legislative” Finance 0 House B ill 7

The serﬁ aﬁnon of the corhmon purchaser prowsmns into a segar?te

act ca
the RI

th e common purc
W lCh the lessee was bound at the risk of making the

vold

as part Governor's requested  revampin

ht-of- WaK Leasm Act cf 1972. In that legislation of 1972,
ase provision had been one of the covenants to

ease null and

The final act ﬁ)assed by the Special Session differed from the

Governor's b il

as follows:

Wherever the word commissioner $Comm|53|oner of Natural

Resources pﬁ)eared In 1he Gove
commissio

by

Whereas under the Governor'

nor's pill, the word
Alaska Pipeline Commission) was substituted

the Legislature.
version upon complaint of

d|scr|m|nat|on erson havm an Interest In the
0|¥ ?rcP a field %h

Rro uction of
old

m e .commissioper may
a hearmg or hearings, the Le Iq|slature changed” the

wording to:..""the commission shall"....
The Legislature added a new subsection c? to AS 31.35.030

crimination on the

whjch States that UEOH the Comm|?]3|ons f
order that reasonab

nding of dis-
art o urc se the ¢ m|33|on ]c,hall
e extensions of lines and reasonable

connections he made so as to prevent the discrimination.

The
ger day proposed by the Governor to £1,000 to *I0,000 per

penalty for violation was raised from the ?100 to £1,000

ay.
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COMMITTEE REPORT

SENATE
1-V ?0./7 }
Mr. President: Date fumi
The Committee on has had
under consideration. A Majority of the members of the Committee

( ) recommends it DO PASS
( ) recommends it DONOT PASS
( ) recommends it DOPASS WITHATTACHED AMENDMENT(S)

( ) recommends it BEREPLACEDWITH CSFOR AND THAT

CS FOR DO PASJ

() "and” recommends it BE REFERRED TO THE

COMM I TTEE
() reports it back WITHOUT RECOMMENDATION
( ) "other™

Members signing the Majorit/ report:

Members NOT concurring in the Majority report:

recommends:

recommends:

recommends:

recommends:

recommends:

Cha irman
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Mr.

COoOMMI
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President:

The Committee on
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under
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(
(

)

)
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consideration.

A Major ity of

TTEE REPO

SENATE

recommends it DO PASS

recommends it DO NOT PASS

recommends it DO PASS WITH ATTACHED AMENDMENT(S}
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Date

has had

the members

recommends it BE REPLACED WITH CS FOR

CS FOR

DO PASS

and recommends

COMMITTEE

*.u

it BE REFERRED TO THE

the Committee

AND THAT

reports it back WITHOUT RECOMMENDATION

"other" N I V

Members signing the Ma

Members NOT concurring

v 2,

jor'ty report:

in the Majority
recommends:
recommends:
recommends:
recommends:

recommends:

report:

Cha irman

AGO 788620



LAWS OF ALASKA

1973

Source Chapter No.
FSS-SCS CSHB 8 B

AN ACT

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

BE ITENACTED BY THE LEGISLATIVE OF THE STATE OF ALASKA:

g'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 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 pipeline purposes:

(1) storage, surge and fuel tanks;

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

(3) scraper trap and turbine metering facilities;
(t) topping plants and oil treating facilities;

_(5) valves including remotely controlled block
valve equipment sites;

(6) monitoring sites, navigational aid sites,
communication system sites, mechanical refrigeration equip-
ment 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 celling land under this section the director

AGO
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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 all sales shall
be at fair market value or greater.

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

gd) 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 Stat. 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 Stat. IAIl), as

amended, but- does not include tiuelands, submerged lands

or shore land.

(::IllSec. 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 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;

(A) scraper trap and turbine metering facilities;
(5) fuel and water lines;
(6) topping plants and oil treating facilities;

(7) access facilities including roads, bridges,
causeways, stream crossings, airfields and heliports;

(8) valves including remotely controxled block
valve equipment sites;

(9) effluent and diffuser outfall structures;

(10) land fill and erosion and e ivironmental
control devices and installations;

(11) fire protection systems including break-
water structures;

(12) construction, operation and maintenance
camp sites;

) (13) material sites, spoil disposal sites, moni-
toring 3ites, navigational aid sites, communication system

) AGO 788611



Chanter T

silot., mechanical rcfr3.Eorai.ion equipment cites; and

(18) 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
determine that the land leased under this section does not
exceed the reasonable needs cf the owners of the Pi?eline.
Thu director .hall have the land appraised and all leases
shall be at fair market value cr Greater.

(c) AS 88.62.330 - 88.62.630 do not apply to deter-
minations mede 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 Stat. 399),
as amended, and real property of the United States trans-
ferred to the state under secs. 21, 35 and JI5 of the
Alaska Omnibus Act of 1959 (FL 86-70; 73 Stat. 381), as
amended.

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

-3-

Approved by governor: November 19, 1073
Actual effective dote: November SO, 1973
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FROM:

\UrZJ nrp nn f\p—r’)a MO/ DIVISICN

Eﬂ- I FAHV - AAKACHEBUDIG
RS (im
B ARADTCONTEE / JHAME]L
ORANDUM
Chairmen and Members DATE:  November 15, 1973
Senate and House Finance
Robert L. Groc{;an SUB.J: Right-of-Way leasing
Fiscal Analys Ubstantive® Changes
Legislative”Finance from Existing Law—
HB 3, HB 8

. Addition of Sec. 38.35.250 hinding effect of covenants.
Provides lessee with the right to challenge the power
of the state to require covenants.

de vucJicUrun  UX Uv'/fid ollJ-iJ i % ‘J-’I‘_Ul\aﬁ oj.diio | 0baiv/t
purchase of a pipeline were removed.

3.. Substitution of a urch Se price provisi hased on
air market value, P ?acepo Por met%od based on a

production formula (see attachmen

Addition of section relating to saIe or_lease cf lands
bill crea}es a repealer for” the lfl” The section also
rovides for reporting of the sale or lease transactions.
nder the new section; the sale or Iease of lands b ill
will be repealed effective September 1, 1577e
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The existing law/ provides for a right-of-way lease based on the higher of
two formulas— one relating to pipeline assets, and the other to net earnings of
the pipeline. According to the joint stipulations in the oil companies' suit
against the State, the asset formula,

"'1S 38.35.140(a), would require a minimum aggregate payment

by the TAPS owners to the State of approximately $72,739,800

(or $2,078,280 per year), if TAPS were constructed for a
throughput capacity of 2,000,000 barrels per day. The minimum
aggregate rental payment would be approximately $07,900,000

(or $1,940,000 per year) if TAPS were constructed for a through-
put capacity of 1,200.000 barrels per day."

Expected revenues under the net earnings formula depend on the manner in
which net earnings are calculated. The joint stipulations anticipated three
possible variations:

(1) 'Proposed regulations' multiplies both 'net earnings’

2nd Ttotl! assetsT (as those terms are used in AS 38.35. MQ(e)(2)
by a term referred to as the Alaska Land Factor (ALF). The
Alaska Land Factor is defined as the length of right-of-wa’,

over land in which thestate has anownership interest divided
by the total length of the pipeline in the state. Such factor

is 0.3181. This formula also provides that in determining

'net earnings', both the minimum rental under AS 38.35.140(a)(1)
and the percentage rental under AS 3 8 . 140(a)(2) shall be
deducted from gross revenues. ,

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

(3) 'Formula B' is identical to Formula A except that the
percentage rental under AS 38.35.140(a)(2) is no+ deducted

in calculating 'net earnings"'.
Following fhese Various approaches,

"the average annual aggregateamount of the rent payable to the

stale over the life of the pipeline by all TAPS owners will be

approximately as follows, assuming different rates of return on
Interstate Commerce Commission valuation of the pipeline property:

AGO 7886L4



ICC RATE USING PRCPOSED USING US ING
of RETURN REGULATIONS FORMULA A FORMULA B

&

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

2 per cent $ 6,700,000 $ 20,300,000 $ 39,300,000
4 per cent 16,300,000 52,400,000 103,500,000
5 per cent 23,500,000 75,900,000 150,800,000
7 per cent 40,500,000 129,300,000 258,600,000
If Pipeline is Constructed for
1,200,000 bbl/day Throughput Capacity
2 per cent $ 7,100,000 $ 21,500,000 $ 41,700,000
4 per cent 17,200.000 55,400,000 109,500,000
5 per cent 24,900,000 80,300,000 159,600,000
7 per cent 42,900,000 127,000,000 274,100,000

Thus, in all the cases considered, under existing law, the net earnings formula
would yield greater revenue and thus be in effect. There is some feel ng that the
Db 1cc rate of return is the one that oil companies would choose.

Governor Egan's proposal for right-of-way leasing would substitute a rental based
on fair market value. According to the plaintiff's proposed stipulations of fact, the
market value of State right-of-way (249 of the 789 miles) is between $384,248 and
$467,612 assuming a vliue of $87 - $106 per acre. Thus, the revenue to hereceived under
*'his approach can be expected 1o be rather small. A common practice inleasing by the
Department of Natural Resources has been to charge an annual rental equivalent to 6
of the fair market value.
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LAWS OF ALASKA

19""3
Source Cliapler No.
FSS-SCS CSHB 8 8

AN ACT
Relating to the or sale of state land for pipeline pur-

poses; and providing for an effective date.

BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

read:

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

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 pipeline purposes:

(1) storage, surge and fuel tanks;

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

(3) scraper trap and turbine metering facilities;
() topping plants and oil treating facilities;

(5) wvalves including remotely controlled block
valve equipment sites;

(6) monitoring sites, navigational aid sites,
communication system rites, mechanical refrigeration equip-
ment 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

AGO 788616



Chapter 6

read:

AGO

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 all sales shall
be at fair 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. IUI), 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

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;

()) scraper trap and turbine metering facilities
(5) fuel and water lines;
(6) topping plants and oil treating facilities;

(7) access facilities including roads, bridges,
causeways, stream crossings, airfields and heliports;

(8) valves including remotely controlled block
valve equipment sites;

(9) effluent and diffuser outfall structures;

(10) land fill and erosion and environmental
control devices and installations;

(11) fire protection systems including break-
water structures;

(12) construction, operation and maintenance
canp sites;

. _(13) material sites, spoil disposal sites, moni-
toring sites, navigational aid sites, communication system

2=
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§1U) tejminal and terminal facilities including
berthing facilities, docks, canker loading facilities and
tanker ballast treatment faciljtles, sanitation and scwage
treatment facilities 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 all leases
snail be at fair market value cr greater.

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

Q) 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 W of the
Alaska Omnibus Act of 1959 (PL 86-70; 73 Stat. 1U1l), as
amended.

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

-3-
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BY THE RULES COMMITTEE BY
I IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 8

IN THE LEGISLATURE OF THE STATE OF ALASKA

q EIGHTH LEGISLATURE - FIRST SPECIAL SESSION
5 A BILL
® For an Act entitled: "Ai Act relating to the lease or sale of state land

i for i-ipeline purposes; and providing for an effective

a date."

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

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

n Sec. 38.05.063. SALES FOR PIPELINE PURPOSES. (a) The director,
when it is in the best Interests of the state, may wit" the approval

of the commissioner sell state .and after public notice and without

v public auction for the following nipeline purposes:
5 (1) storage, surge and fuel tanks;
B (2) pump, power and compressor stations and station equip—
= ment ;
18 - -
(3) scraper trap and turbine metering facilities;
19 . - -
(4) topping plants and oil treating facilities;
20 ) ; .
(5) valves including remotely controlled bioit valve
A equipment sites;
2 i . ) ) . . . . -
(6) monitoring sites, navigational aid sites, communication
23
system sites, mechanical refrigeration equipment sites; and
2A
(7) terminal and terminal facilities including berthing
)
facilities, docks, tanker loading facilities and tanker ballast
26
treatment facilities, sanitation and sewage treatment facilities and
27

pollution control centers.
(b) Before selling land under this section the director shall

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

- 188 AGO 78862!



13

14

15

17

19

20

23

24

25

26

27

28

29

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 shal], have the land appraised and all sales
shall be at fair market value or greater.

(c) AS ~.62.330 - AS M.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 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)j as amended, and real property of theUnited
Statestransferred to the state under secs. 21, 35 and 5 of the Alaska
Omnibus Act of 1959 (PL 86-70; 73 Stat. 171), as.amended 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 with the
approval of the commissioner lease state land after public notice and
without public auction for pipeline purposes including

(D) 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 facilities;

(5) fuel and water lines;

(6) topping plants and oil treating facilities;

(7) access facilities including roads, bridges, causeways,
stream crossings, airfields and heliports;

(8) valves Including remotely controlled block valve

equipment sites;

HB 8 -2-
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(9) effluent and diffuser outfall structures;
(10) land fill and erosion and environmental control
devices and installations;
(11) fire protection systems Including breakwater
structures;
(12) construction, operation and maintenance camp sites;
(13) material sites, spoil disposal sites, monitoring sites,
navigational aid sites, communication system sites, mechanical
refrigeration equipment sites; and
(14) 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 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 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 public land of the
United States selected by the state under sec. 6 of the Alaska
Statehood Act of 1958 (PL 85-508; 72 Stat. 399), as amended, and
real property of the United States transferred to the state under
secs. 21, 35 and 45 of the Alaska Omnibus Act of 1959 (PL 86-70;

73 Stat. 141) , as amended.

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

ago 88623
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1 approval or on the day It becomes

2

©

B B B B

20

R

8

B B N B W

HB 8

lav; without approval.

AGO 788624



13

14

15

17
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20
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I Original sponsor: Rules Committee

Offered: 10/25/73
by request of the Governor Referred: Judiciary

BY THE RESOURCES COMMITTEE

IN THE HOUSE
CS FOR HOUSE BILL NO. 8
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION
A BILL
For an Act entitled: "An Act relating to the lease of state land for pipe—

line purposes; and providing for an effective date/®
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.051 is amended by adding 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 wlth the approval of
the commissioner lease 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 equip—
ment ;

(3) scraper trap and turbine metering facilities;

O) topping plants and oil treating facilities;

(5) valves including remotely controlled block valve equip-
ment sites;

(6) monitoring sites, navigational aid sites, communication
system sites, mechanical refrigeration equipment sites;

(7) terminal and terminal facilities including berthing
facilities, docks, tanker loading facilities and tanker ballast treat—
ment Tfacilities, sanitation ar.d sewage treatment facilities and
pollution control centers;

(8) pipe storage yards and equipment storage sites;

(9) fuel and water lines;

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

1 CS1-IB 8
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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, monitoring sites,
navigational aid sites, communication system sites, mechanical
refrigeration equipment sites.

(b) AS 4%.62-330 - 4*1.62.630 do not apply to determinations made
under this section.

(c) In this section state land Includes state lands as defined in
sec. 369 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 38.05.063 shall be subject to
forfeiture if the lands under lease are put to a use substantially
different from the uses allowable under AS 38.05.063.

(e) The initial lease period of state lands under this section
is not to exceed 55 years with the lessee having 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 38.05.063 is effective upon

CSHB 3 2=
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the lessee paying the state not

* Sec. 3.

or on the day

This Act takes effect on the day after

it

becomes

law without approval.

less than $10 million.

Its passage and approval

CSHB 8
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Original sponsor: Rules Committee by Offered: 10/31/73

request of the Governor Referred: Rules

IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 8
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

A BILL

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

for pipeline purposes; and providing for an effective

date.”

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) 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 pipeline purposes:

(1) storage, surge and fuel tanks;

(2) pump, power and compressor stations and station equip—
ment;

(3) scraper trap and turbine metering facilities;

(i) topping plants and oil treating facilities;

(5) valves including remotely controlled block valve
equipment sites;

(6) monitoring sites, navigational aid sites, communication
system sites, mechanical refrigeration 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

determine that the land 1is necessary for a purpose set out in (a) of

-1- SCS CSHB 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 appraised and all sales
shall be at fair market value or greater.

(c) AT. *W|.62.330 - AS A1 .62 .6°J0 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. 399)j as amended, and real property of the United
States transferred to the state under secs. 21, 35 and A5 of the Alaska
Omnibus Act of 1959 (PL 86-70; 73 Stat. 171), as amended 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. (@) 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 andequipment storage sites;

(2) storage, surge and fuel tanks;

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

(*Q scraper trap and turbine metering facilities;

(5) fuel and water lines;

(6) topping plants and oiltreating facilities;

(7) access facilities including roads, bridges, causeways,
stream crossings, airfields and heliports;

(8) wvalves including remotely controlled block valve

equipment sites;

ICS CSHB 8 -2-
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(9) effluent and diffuser outfall structures;

(10) land fill and erosion and environmental control
devices and installations;

(11) fire protection systems including breakwater
structures;

(12) construction, operation and maintenance camp sites;

(13) material sites, spoil disposal sites, monitoring sites,
navigational aid sites, communication system sites, mechanical
refrigeration 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 1is necessary for a purpose set out 1in
(a) of this section and he shall also determine that the land leased
under this section does not exceed the reasonable needs of the
ownei 3 of the pipeline. The director shall have the land appraised
and all leases shall be at fair market value or greater.

(e) AS *1*1.62.330 - AS *1*1.62.630 do not apply to determinations
made under this section.

(d) In this section state land includes state lands as
defined in sec. 30D 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; ‘(2 Stat. 399), as amended, and
real property of the United States transferred to the state under
secs. 21, 35 and *15 of the Alaska Omnibus Act of 1959 (PL 86-70;

73 Stat. 1*11), as amended.
* Sec. 3. This Act takes effect on the day after its passage and

-3- SGS CSHB 8
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approval or on the day

SCS CSHB 8

it becomes

law without approval.
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Original sponsor: Rules Committee by Offered: 10/31/73

request of the Governor Referred: Rules

IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 8
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

A BILL

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

for pipeline purposes; and providing for an effective

date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF 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, may with the approval
of the commissioner sell 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 equip—
ment;

(3) scraper trap and turbine metering facilities;

(4) topping plants and oil treating facilities;

(5) valves including remotely controlled block valve
equipment sites;

(6) monitoring sites, navigational aid sites, communication
system sites, mechanical refrigeration 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
determine that the land 1is necessary for a purpose set out in (a) of

-1- SCS CSHB 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 appraised and all sales
shall be at fair market value or greater.

(c) A* AA .2 .310 - AR AA.62.630 do not apply to dcl.orr.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 of the Alaska
Omnibus Act of 1959 (PL 86-70; 73 Stat. 1Al), as amended 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 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 facilities;

(5) fuel and water lines;

(6) topping plants and oil treating facilities;

(7) access facilities including roads, bridges, causeways,
stream crossings, airfields and heliports;

(8) valves including remotely controlled block valve

equipment sites;

SCS CSHB 8 o
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(9) effluent and diffuser* outfall structures;
(10) land fill and erosion and environmental control
devices and Installations;
(11) fire protection systems Including breakwater
structures;
(12) construction, operation and maintenance camp sites;
(13) material sites, spoil disposal sites, monitoring sites,
navigational aid sites, communication system sites, mechanical
refrigeration 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 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 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 public lar.d of the
United States selected by the state under 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. 141), as amended.

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

-3- SCS CSHB 8
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approval or on the day
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it becomes

law without approval.
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BY THE RULES COMMITTEE BY

I IN THE SENATE REQUEST OF THE GOVERNOR
2 SENATE BILL NO. 8
3 IN THE LEGISLATURE OP THE STATE OF ALASKA
4 EIGHTH LEGISLATURE - FIRST SFECIAL SESSION
5 A BILL
6 For an Act entitled: "An Act relating to the lease or sale of state land

i for pipeline purposes; and providing for an effective
8 date."

Q9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

It Sec. 38.05.063. SALES FOR PIPELINE PURPOSES. (a) The director,
R when it is in the best interests of the state, may with the approval
13 of the commissioner sell state land after public notice and without

1 public auction for the following pipeline purposes:

(1) storage, surge and fuel tanks;

(2) pump, power and compressor stations and station equip—

ment ;
(3) scraper trap and turbine metering facilities;
(4) topping plants and oil treating facilities:
20 (5) valves including remotely controlled block valve
2 equipment sites;
N (6) monitoring sites, navigational aid sites, communication
23 . . . . . _
system sites, mechanical refrigeration equipment sites; and
24
(7) terminal and terminal facilities including berthing
25 I . S -
facilities, docks, tanker loading facilities and tanker ballast
treatment facilities, sanitation and sewage treatment facilities and
27 _
pollution control centers.
28
(b) Before selling land under this section the director shall
2 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 appraised and all sales
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 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)j as amended, and real property of the United
States transferred to the state under secs. 21, 35 and 45 of the Alaska
Omnibus Act of 1959 (PL 86-70; 73 Stat. 141), as amended 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 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;

(4) scraper trap and turbine metering facilities;

(5) fuel and water lines;

(6) topping plants and oil treating facilities;

(7) access facilities including roads, bridges, causeways,
stream crossings, airfields and heliports;

(8 wvalves including remotely controlled block valve

equipment sites;

SB 8 -2-
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(9) effluent and diffuser outfall structures;
(10) land fill and erosion and environmental control
devices and installations;
(11) fire protection systems including breakwater
structures;
(12) construction, operation and maintenance camp sites;
(13) material sites, spoil disposal sites, monitoring sites,
navigational aid sites, communication system sites, mechanical
refrigeration equipment sites; and
(14) 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 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 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. 305 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 transferred to the state under
secs. 21, 35 and 45 of the Alaska Omnibus Act of 1959 (PL 86-70;

73 Stat. 141), as amended.

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

-3- SB 8
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The Legislature of the State of Alaska
FISCAL NOTE

First Special Session - Eighth Legislature
I . REQUEST
Bill Identification: SB-8, i-ib8§
T 11e : Sale or Lease of State Land for Pipeline Purposes
equested by Legislative Finance 10/11/73
eturn Dﬁte R chuested October 17, or Igs soon after that date possihlp
gency atural Resources' rogram.

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

A. EXPENDITURES: (Thousands of dollars)

OBJECT ry 74 FY 75 FY 76 FY 711 FY 78 FY 79

100 PERSONAL SERVICES 22.7 47 .7 50,0 52.1 5 2 77 .6
200 TRAVEL 5.0 10.5 \i. m0 11.6 11 A0
300  CONTRACTUAL
AD O COMMODITIES
500  EQUIPMENT 2.0 3.n 3.1 3.2 2.3 L7
600 LAND & STRUCTURES i
700 GRANTS, CLAIMS, ETC.

TOTAL 29.7 61.2 64.1 67.1 70. 6 35.3

B. FUNDING: (Thousands of dollars)

GENERAL FUND 29.7 61.2 o4 .1 67 .1 M6 o3
FEDERAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPORARY 3/ N | 3/ 3/ 3 7 3/
MAN MONTHS (P./T.) 18/ 36 7 ,36 / 36 / B6 / 18 /
1. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

Exam|nat|on appraisal and management of the var|e|t_PE3 and number
?f land éparcels identified in SB-§ — re uire
C

Li” tim serwces of L d Man ?eme t Off|c r Agﬁrawer aP
erk-T Activity ear owing, completion

%/r? Re out In
of AlyeSka P|peI|ne unless Trans aska (as P|pel|ne IS under construction
V. ATTACHMENTS

V. DATE: PREPARED BY: / * cJed N

Original: Legislative Finance
cc: Budget and Management
Prime Sponsor (First Legislator Named)

AGO 788640



e'

THTC T M -
V ZJ.M v ) AIMEovision
oFEfIE LMIlISDATTUJIU H POUCH I'F~ SIVUF O3 .

f/oCtr //Z0ADIT COMITTEE 7/ JUNEAU SBDI
/

ME MORA NDUM

T10:

The Hon. John Sackett DATE: October 31> 1973
State Senator
Alaska Legislature

PROM: R,ober} L. (‘frogan SUBJ: Sale or,Leas,?
Fiscal Analys] of Lancia B ill
Legislative”Finance

In response to your questions concerning the Sale cr Lease of
Lands Blﬁ SB % I / f mg

would like to submit the following:

POINTS OF CONSIDERATION

[. Have all nossible land uses been included in the amend-
ment? (secs. | & 2

2. s the determination of what land is "necessary" and
what are Beasogable needs" agd what is "fair “market
value"™ to be mace onlxl by the director of the Division
of Lands? (sec. 2, ['hb)

3. Wh?t procedure will be used to aS(igr ain fair market
va t#]e o{ tr)ese lands and what wou e the terms of
such sales?

A, What specific parcels are to be sold? Might it be more
advantageous to lease these lands?

Could the state be setting a poor precedent_b_x/ allowing
these purchases to be exempt of the competitive bid
procedure?

COMPETITIVE BIDDING vs. CLOSED SALE

Assumin tha% a comp?tmve sale W.OLHd result in a h|gh%r
ale Brce, he gf:lln rom such z? igher sale price woul
ar outweigh the“loss as a result of Increased pipeline
cost. The ratio of this relationship is on the order of
e|%ht_ to one in favor of a higher sale price. Details to
clarify these comments follow:

AGO 788641
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The Hon. John Sackett

October 31, 1973
Page 2

The eI|ne compary's maX|mum rate of annual profit is held
5‘:)% re pflat/mn da| tion, the company also Is

P” d to recover the ¢o t of the Plpellne over an estab-
IS eé) C|at|on Penoﬁ These Ttactors raise the p|peI|ne
tar|ff and_thus lower wellhead value, reducing the stat

royalty. The state's royalty rate amounts to”1/8 or nd
;)ZY ercent of this maxi umy For each additiona % million

increased investment base, the state's ort|on IS $9,585
er annung,,(assuming a 35- year epremiatmn per|o and_a,
aximum (o rate of return the ipeline companl) IS
f|gure would be smaller |f the com an 's rate eturn should

lower, and slightly higher should e p|peI|ne be depreci-
ated over a shorter period of time.

|f the state |nvested the $! m|II|on at 8% annual interest (a
h| toric rate of retur on Aas a's inyestments) the resultm
vestment |ncome wouI be $80,000. The state’ annua loss

SIS (i W el g el S0 ot

If intermediate owner S eculat|on did oc? r, the ultimate

selll ng{nﬁmce to the h) elile, company would have to be over
el |Jé es the original selling price to resuit m a loss to

LEASE LIMIT BASED OH FAIR MARKET VALUE

Alaska statutes do not stipulate a price for leases based
upon a ﬂercentage of the fair market value of the land In
questio

LEASING vs. S/LE

Based on a 55-year Iease and |v en discount rate, an

lease amet 1L779.63 w uI equal a present
vaPue sale prPce/ P$?0,000,00 | P
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$1,000,000

Increased mvestment base $1.000,000 x M =
ﬁ]e ine tariff (times
maX| u a lowance rate of
return dpnus annual . de-

preciation of prlnC|paI) $76,680
State royalty percentage $76,680 x 12 and 1/2# = $9,585
Annual state loss $9,585
ReCtEi%;t’? of sale invested $1,000,000 x 8 = $80,000
d K
Amnimt- nf niinngl £93n $80,000
Annual f ite loss deducted $80,000 - $9,585 = $70,415
from annual gain
Net annual gain $70,415
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WU.LIAM /ﬁ.atr:CAfi

c.u.trn S

STATK O0Or ALAHKA .
OrNcr or Xnr c»uvr.*?non

JUKUAU

Pursuant to the Uniform Rules of the Legislature, 1
will be transmitting a bill relating to the sale or lease
of state land for pipeline purposes. This measure 1is
intended to eliminate possible impediments to the earliest
possible start of pipeline construction 1is existing state
procedures for the disposal of land.

In general, the provisions of present state land law
allow the Director, Division of Lands, to dispose of .inter—
ests in land through lease or sale only upon competitive
bids.

However, the only purpose in bidding on the disposal
of land for the terminal site at Valdez would be for the
purpose, by land speculators, of selling the land right
back to the pipeline owners who cannot complete their plans
without it. This does not enhance the public interest
since the cost of land, acquisition V) .11 be passed bade in
large part to the state through an increased investment
base for the pipeline tariff. It appears that the public
interest would be better served if state land which is
reasonably necessary to pipeline purposes could be made
available without auction, though with public notice and
professional appraisal to protect the public interest.

Similar provisions allowing for the non-competitive
sale of state lands for fisheri.es and agriculture pur—
poses when those uses are in the best public interest
have existed in Alaska law for many years.

I fully appreciate that this proposal urges you to
enact a statute that under normal circumstances neither
the executive branch nor the legislative brand) would be
eager to entertain. However, wo do find ourselves in a
situation where, 1 am convinced, it is in the best inter—
ests of Alaska®™s people to take this action diminishing
the risk of further substantial delay in the date when
North Slope oil could bo on Its way to market. In your
Co."Ix idoration ot the nocessity for this proposadl, let
mo make it crystal clear that no land would be conveyed
undo)" the requested statute short oi: a purchase price
equalling asuessol true value, or even greater.
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IN THE LEGISLATURE OF THE STATE OF ALASKA
EI(HIT'I LEGISLATURE - FIRST SIT CIAL SESSION
A DILL
For an Act entitled: "An Act relating to the lease or sale of state land
for pipeline purposes; and providing for an effective
date.l
BE IT ENACTED LY THE LEGISLATURE OF THE STATE OF ALASKA:
“ Section [.  AS 38.05 is amended by adding a new section to read:

Sec. so.o5.063. SALES ror PIPELINE PURPOSES. (a) The director,
when :it .is .n the best .inherenta of the state, may with the approval
of the commjss..oncr sell state land after public notice and without
public auction for the following pipeline purposes:

(1) storage, surge and fuel tanks:
(?.) pump, power and compressor stations and station equip-
ment ;
(3) scraper trap and turbine metering facilities;
(;) topping plants and oil treating facilities:

(9) valves including remotely controlled block valve

equipment si.tos;

(6) monitoring slues, navigational aid sites, communication

system sites, mechanical refrigeration equipment sites; and

(1) terminal and terminal Cacllilies, including I*.-rthin..

f'aoi] iiri> , docls,, tanker loading Pne!llbios and tanker ballast
treatment facilities%sanitation and sewage troni sent facilities a
pel lut. il rent.re | renters .

() I 'uii melliug Inn | and. I' rbis sect. Son the dir'e'tor shat’
d>d%elts! (ue tiiit tl]i'e taud la 2 »m . fc a purpose set. .nil in (a)

1 -
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this hoct!on and ho shall also determine that the land sold under thi
section decs not exceed. the reasonable needs of the owners of the
pipeline, 'Ine director shall have the land appraised and all sales
shall be at fair market value or greater.

(c) Ad 44.62.330 - AS 44.62.630 do not apply to determinations
inode under tliis section.

(c) In tl-s section state land includes state lands us 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 195
(PL 85-503i 72 Stat. 399), as amended, and real property of the Units
States transferred to the state under secs. 2!, 35 and 45 of the Alas
Omnibus Aci, of 1959 (PL 86-70: 73 Stat. |41) , as amended but does not
include tidolands, submerged lands or shore land.

Sec. 2. AS 38.05 la amended by adding a new sectionto read:

Sec. 38.05.076. LEASES POP 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, surra aiiu fuel tanks;

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

(4) scraper trap and turbine motering facilities ;

(5) fuel and water lines;

(6) topping plants and oil treating facilities;

(7) are- sr. fuel lit:<s 1Inel udlns: reads, i>ridgos , causeway s ,
e'rt.ns In.gs , airfield.: and 3.l iports ;

(th vals'S liii: mai!: 1, riwa<| 11 i'hiil snlIP-djdjoel: v-ilvr

Tiutjdiw. 0% s
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v

(9) effluent and cliffuser outfall structures;
(10) lend fill aria erosion and environmental control
devices and installations;
(1) fire protection systems including breakwater
structures;
(12) construction, operation and maintenance camp sites;
(13) material, sites, socil disposal sites, monitoring site
navigational aid sites, communication system sites, mechanical
refrigeration equipment sites; and
(14) terminal and terminal facilities including berthing
facilities, clocks, tanker loading facilities and tanker ballast
i-wcte<mr.n< 201 11 f10N ii;n{,"irn fine) soy.WP'0 freeknout Ffaci 11i%0f*
and pollution control centers.
(b) Before leasing land under th:is 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 all leases shall bhe at Fair market value or greater.
(e) AS 44.62.330 - AS 44.62.630 do not apply to jeterminations
rude under this section.
(c) In ibis section state land includes state lands as
defined in soc. 365 of this chapter and public land of the
United States loetuJ by the state under see.6 ofthe Alaska
Etn‘>hood Act of 10'3 (fb Eg-SOS; 72 Stat, )0, as amended, and
mal property of we; United State:; trausfurred to the skate under
secs. PI, 3b and 4b of !li" Alaska Omnibus AM of 1965 (Pl. S6-7M;
73 Stat. 141), as am nd-M.

Sec. 3. Tills Act, f,d i effect <1l 1he day after |Its passage and
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MEMORANDUM

T0: The Hon. W. |. Palmer DATE: October 31, 1973
S}atﬁ Senate
Alaska Legislature
R L. SUBJ: Sale or Lease
PROM obert Gro%an ople of Lease

Flsc.a|aé\inaely[§

Legislative " Finance

(ands BT 8 BT Wt IR 00 sim the wolfouhngt™se °f

POINTS OF CONSIDERATION

. Have all possible land uses bheen included in the amend-
ment? (secs. 1 & 2)

2. Is the determinatjon of what land is ,"neg?ssar ! ind
what are "reasonable needs” and what is "fair market
value" to be made oan by the director of the Division
of Lands? (sec. 2, l4b)

3. What procedure viill oe ysed to ascertain fair market
\S/a(I: eZglfeSthse lands and ‘what woufd be the terms o?
u .

What specific garcels are to be sold? Might it be more
advantageous t0 lecse these lands?

5. Could the state be setting a poor precedent allowin
these purchases to be exe%pt gf thg competit?\ye bid ’
procedure?

COMPETITIVE BIDDING vs. CLOSED SALE

As?umln? that a comp?tltlve sale would result In a higher
?ae Br ce, the gain from such 3 higher sale price would
ar outweigh the“loss as a result of increased pipeline
cost. The ratio of this relationship 1s on the order of
e\%ht to one in favor oI ﬂ higher sale price. Details to
clarify these comments follow:

AGO 788649



The Hon, W. 1. Palmer
October 31, 1973
Page 2

Thedp|pel]b/?)%yc
b i
ﬂt peline t)

m an 'S maX|mum rate of annuaI rofit is
C ulation. In add n, the compan

to rcover the cost o te | eline over
de eC|t n period. ese acﬁors ra|se
| an us lower WeI ead value, reducing
lty. The s%ate s royalty rate amouynts to

ercent of this maximu For each
II|on mcreased mvestment bas% the

er. annung,, (assuming a ear

lon er|od an(? Pnammum n?% raﬁe oqgreturnybY
n om an ure would be smaIIer f the
raé re urn s ouI be lower, and slig Iy
oyl the pipeline be depreciated over a sho ter

ate |nvestfed the $! m|II|on at. & annual mte]rest
0 |c rate of return on Ila gas investments)

ng mvestment |ncome Wou e $80,000. The stateé
Ifs §$9, 5) aducted from this annual galn leaves

net annual gain. (See Chart, Pag

I \ termediate owner speculation did OCCTJ the uIt|Bnate
sel d r|ce to the R eline. com wou ave to be over
egrtrt | t the original selling r?rl e to result in a loss

|11, LEASE LIMIT BASED ON FAIR MARKET VALUB

Alaska statutes do not stipulate a price for leases based
a%%nstaoﬁercentage of the fair market value of the land |

V. LEASING vs. SALE

e PR S ey O 1P SRR el
value sale prPe/ of $10 OO0,000 1 P

A Iease might be negotiated under these terms with a
stipulation for reaﬁprmsal awlven Intery At

e Jear%)ralsa the ‘fair market valu coudlbe re-estab-
|s lease a ments would then be based on the present

ik, e e ol ot el e el e

p]%n es%m v%}uatlocnru e OI?S?)I’PC evvro{ﬁd suag%s% t%at this
valuation~w ill continue to rise
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bef

ADTDMICON
FOUH V- AASACHEBULONG

FINANCE DIVISICN

THE LEGISLATURE POUCH WF — STATE CAPITOL

BUDGET AND AWDDITCOMMIT " NA 901

MEMOR DUM
gha 'maE.
en- ~e Finance

FROM:  Rob | . Grog*. e Sale or Leas
Fis- Analystg o? Lands Blﬁ

Legi  ative ri - _nee

SAL.I OR LEASE 27 LANDS IILL
HITS OF COrSIDERAT -

)zave a___ npos s)ier snd uses been incl ed in the amendment?

Secs.” - & 2

2. Is th,e etermnar -n of what land |s.; ecessiry a?d ,\,Nhat

msonable r~-is" and y/hat 1s “f- .r market va ue

e mad- only by t e director or tlie | - ision of Lands?
(sec. I*b).
What cedure wi e used tc ascer-'- #fair market value
of thg lands ar.” ~ -hat would be the ms of such sales?
What s~ -cific gar Is are to be sold" light it be more
advant  sous t ?e these lands?

Could ud. tt dent by allowin
}:he%iere ..'ricﬁa\g,ebé3 C :See e%%wp% Q?O grel 0e t|t| e bid pr%-
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MEMORANDUM

T0: DATE:

PROM: R,ober} L. rogan SUBJ: S?Ie or Lea_s?
Fiscal Analys] of Lands Bl
Legislative " Finance

SALE OR LEASE OF LANDS BILL
POINTS OF CONSIDERATION

. Have all possible land uses been included in the amendment?
(secs. 1 & 2.)

2. Is the determinatiora of what land is, "necessary" apd what
are "reasonable needs” and what |]s1 fair market value” to
I%e mad% °|“A| )by the director of the Division of Lands?
Sec. 2, .

3. What procedure will be used to ascertain fair market value
of these lands and what would be the terms of such sales?

& \What specific parcels are to be sold? Might it be more
advantageous to lease these lands?

5. Could the state be setting a poor precedent by allowin
these }))urchases to De exe%pt Fo) thg competlt?\ye bid pr%—

cedure
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ALDT DMION
FOUHW- AAKA GHEBULDNG

FINANCE DIVISION

TIFIT LEGISLATUKE FOUCH WF — STATE CAPITCL

BUDGET AND ALDIT COWITTEE  JUNEAU 90801

MEMORANDUM

T0: TrF]e Hon. Sen. Groh DATE: October 29, 1973
ge%l&ttear&mance

FROM: Robert . rogan SUBJ: S?Ie or Lease
Fiscal Analys Lands B il

The reasonrng} to avoid land sale competitjve hrddrng and specula—
tion gn an etfort to marntarn wellhead price for th éle

bene it begs the ques |on hy not S|mp|y give the land to the
Prpe Ine company, th erer¥ reducing coots even further In con-
rast, competitive bidding may have advantageous fiscal implica-

tions .
%ye ipeline com anys maxrm m rate of annual profit s heId a

bg ICC re uIa H |t|on the companz %so IS 3 lowe
to . recover t e cost of t ipeline over an esta

and {eu%"
ower well ue, re crn e sta é/ He state's
royalty rate amounts t ent of this maximum.
Fo each additional gl m| |on o |ncrease |nvestment base, the
state's portion is $9*58 annum {assuming, a year epreci-

tion peTIOea \T/gese factor ra| e te; eline tar|
2

pe
atlon rPerlo and a maxrmum 6/0ra -e o return by t ilpe ine f
compa IS figure wou smal ny's rate o
Beturrn ghout %e wer, anc! ? hﬂ ﬁ her s?tou?d teyplpetlne
e deprecrated over a shorter perrod
Lf the state invested the $! \(Ilron at 55 ann alinterest g
istoric rate cf return on Alaska's inyestment si the resul ng
Investment income would be $80000 The state' annua l0SS

9*585) deducted from this annual gain leaves$70,415 fora
rg%t ann)ua(tj ga?n See chart, page % 5

| f |ntermehd|ate O\ivner speculation %%aoccur the ultimat II ng

al e S.€
be” o riginal 8alfing: price 10 result i a loss o the State
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Example

Land selling price

Increased investmen} base
for pipeline tar|ff
times’ maximum allpwance
ate of return, Pus
annual depreciation of
principal)

State royalty percentage

Annual state loss

Regtei t of sale invested

Amount of annual gain

Anpual state loss deducted
from annual gain

Net annual gain

$1.000,000
$1000,000 x 7%=

$76,680

$76.680 x 12 and 1/2 %= $9585
$9.585

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

$80,000

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

$70,15
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MEMORANDUM

T0: The Hon Tom Fink, SPeaker DATE: October 17, 1973
House of Representatives
Alaska Stat Legislature

FROM: Robert ro an SUBJ: Sale or Lease
Fisca Ana Lands D il

The reasoning, to avoid land sale etitjve Piddrng and specula—

t|on In an etfort to maintain weII r|ce or th

enefrt egs the q estron \(q/ ot srmsp grve the Iang to the
olpe Ine company, t ereal reducing costs evén further? |n con-
rast, competitive bidding may have advantageous fiscal implica-

tions .

w/e |peI|ne com{)annys maximum rate of annual profit js held a
b r%:1ula 10 addition, the company also |a llowed
to.r cover t cost o t e pipeling over an es ablished depreci-
tion L)Verro ese factor ra| e the prpe |ne tarrff nd thus

ower ellhead value, cin stat The state's
royalty rate amounts 't ? } & fZ er ent of tﬂrs maximum.

For each additional 1m|II|on of |ncrease iInvestment base, the

state s portion is $95 annum (assuming, a ear gepreci-
ation ee'lOdI and d maX|mum ?%rate 0% eturngb :1] y pIp e?ln%

company Is figure would be smaller iIf pany's ra
Eeturn goud %e %wer and S?Ig htly hltgher s?tou?d t%eyplpehne
e depreciated over a shorter period of time.

Lf the  state |nvested the $ million at 8 annuallnterest q
Istoric ratelof ret urn on as a's Investmentsé the r?sul ng
Investment income would be $80,000. The state’ annua loss

9,585 ducted from this annual gain leaves$70M415  for a
rg%t ann)ua(tlegla?n See chart, page % 3

| f mtermei] late owner speculation % occur, the uItlmahe selling
;t)rrce e Qgpf ne ¢ epana/ would have to ‘e over e”ght times
he origina ITing pric result in a loss to the ~iate.
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Example
Land selling price
Increased mvestment base

tlmgspr%awr%ur%aglh)wance

ate of return
annual dfpremanon of
principal)

State royalty percentage

Annual state loss

Receigt of sale invested
at 8*

Amount of annual gain

Anpual state loss deducted
from annual gain

Met annual gain

$1000,000
$1000,000 x 1%-=

$76,680

$76.680 x 12 and 1/2 %= $9585
$9,585

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

$80,000

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

$70,1115
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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



COMMITTEE REPORT

SENATE
1/3/73
Hr.President: Date
The Committee on F|NANCE has had SB 9

und=r(?-oLA*Irillc,?2rOprfiijM ~ . a$id4fi8)m=mber5 cf the Committee
() recommends it DO PASS

() recommends it DONOT PASS

() recommends it DOPASS WITHATTACHED AMENDMENT(S)

() recommends it BEREPLACEDWITH CSFOR AND THAT

CS FOR DO PASS

() "and" recommends it BE REFERRED TO THE

COMMITTEE
() reports it back WITHOUT RECOMMENDATION
() "other"®

Members signing the Majority report:

Members NOT concurring in the Majority report:

recommends:

recommends:

recommends:

recommends:

recommends:

Cha irman

AGO 788522 "



COMMITTEE REPORT
October 22, 1973

HOUSE
Mr. Speaker: Date
The Committee on FiNANCe has had House Bill 9
under consideration. A Major ity of the members of the Committee

() recommends it DO PASS
() recommends it DONOT PASS
() recommends it DOPASS WITH ATTACHED AMENDMENT(S)

() recommends it BEREPLACED WITH CSFOR AND THAT

CS FOP. DO PASS

() ™and™ recommends it BE REFERRED TO THE

COMMITTEE
() reports it back WITHOUT RECOMMENDATION
() "other™

Members signing the Majority report:

Members NOT concurring in the Major? ty report:

recommend s :

recommends:

recommends:

recommends:

recommends:

Cha irman

AGO 788547 ;



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

IK THE SENATE jJY HENSL EY AND iiOiii-lArl

SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION
A BILL
For an Act entitled: "Art Act relating to the taxation of oil and gas
properties; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE CF THE STATE OF ALASKA:
8 Section 1. AS 43. :lb amended by adding a new chapter to read:

CHAPTER 5&. OIL AMD GAS PROPERTY TAXES.

Sec. 43.58.010. vevy OF TAX. An annual tax of 8 mills is
levied each year beginning January 1974, on the full and true
value of taxable nroperty taxable under this chapter. When the
taxable property taxable under this chapter is in production, it is
subject to the oil and ga3 properties production tax (ch. 55 of this
title).

Sec. 43,58.020. 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. 56
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) producing 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) posscf33ory Interests in oil or gas leaseholds

whether producing or not;
(C) the value of Intangible drilling and exploration

uj.v-al*ill COPY -1- jl. 9
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22

23

24

25

26

27

28

29

Ar o -ivH'

expenses; or

(D) real and tangible personal property used within
this state primarily for an interborough common carrier pipeline
system for the transportation of gas or unrefined oil (except
gas pipeline systems operating as utilities and regulated by
the Alaska Public Utilities Commission).

Sec. 43.58.030. STATE ASSESSMENT REVIEW BOARD. The State
Assessment Review Board is created within the Department of REvenue.
The board consists of three persons appointed by the governor to
serve at his pleasure. Each board member

(1) must be a resident of the state and knowledgeable
of assessment procedures; and

(2) is subject to confirmation by a majority of the
members of the legislature in joint session.

Sec. '43.58.040. COMPENSATION; PER DIEM AND EXPENSES. Except
for a state official or employee who is a memter of the hoard, each
member of the board shall receive a stipend of $l00 a day for each
day In which he attends a board meeting or carries out his responsibi-
lities under this chapter. All board members shall receive per diem
and expenses authorized by lav; for boards and commission.

Sec. 43.58.050. ASSESSMENT. (a) The department shall assess
property for the tax levied under sec.10 of this chapter at its
full and true value as of January! ofthe assessment year.

(b)  The full and true value of taxable property is determined
each January ! by ascertaining the present value of the proven
reserves of gas or unrefined oil. As used in this section "proven
reserves" means the volumes of gas and unrefined oil that geological
and engineering information jndicates are recoverable in the future
from oil and gas reservoirs under existing economic and operating
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conditions,

Sec. 43.58*060. RETURNS. (a) The department may require by
notice every person having ownership or control of an interest in
property taxable under sec. 10 of this chapter to submit a return
in the form prescribed by the department, based on property values
existing on January 1, except as otherwise provided in this chapter.

(b) The department by written notice may require a person to
provide additional information within 30 days of the notice.

Sec. 43.58.070. INVESTIGATION. (a) The department may make an
investigation of property on which a return 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 may enter any premise
necessary for the investigation during reasonable hours and may examine
property 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 refused 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
examination under oath by the department.

Sec. 43.58.080. ASSESSMENT ROLL. The department shall prepare
annually the only assessment roll for taxation under sec. 10 of this
chapter. The roll shall contain:

(1) a description 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.

313 |
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Sec. 43.58.090. ASSESSMENT NOTICE. Before March 2 of each
year, the department shall send to every owner of taxable property
named in the assessment roll a notice of assessment, showing the
assessed value of the property. Notice of assessment is effective
on the date of mailing.

Sec. 43.58.100. APPEAL TO THE DEPARTMENT. (a) An owner of
taxable property receiving an assessment notice may object to the
assessment by advising the department in writing of the objections
to the assessment within 20 days of the effective date of the
notice

(b) The department shall provide by regulation for notices of
appeals to interested persons.

(c) Following an objection the department may adjust the assess-
ment and the assessment roll. An adjustment based on an objection from

an owner of taxable property shall be made within 30 days of the
effective date of the notice of assessment.
Sec. 43.58.110. APPEAL TO THE STATE ASSESSMENT REVIEW BOARD.

(a) After a ruling by the department on an appeal made under sec. 100
of this chapter, the owner may further appeal to the board. The appeal
must be filed in writing within 50 days of the effective date of

the notice of assessment.
(b) The board shall provide by regulation for notices of appeals

to interested persons.
Sec. 43.58.120. HEARINGS OF STATE ASSESSMENT REVIEW BOARD. (a)

The board shall hear appeals filed under sec. 110(a) of this chapter.
(b) A majority of the board constitutes a quorum required to

transact business.
(c) The board shall provide by regulation for notices of hearings

to interested persons.
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(rl) If an appellant fails to appear at the hearing, the board

may proceed with the hearing in his absence.
(e) The appellant bears the burden of proof at the hearing.
(f) ~ The only grounds for adjustment of assessed value is proof of

unequal, excessive or improper valuation or valuation not determined in
accordance with the standards set out in this chapter, based on
facts stated in a written appeal timely filed or proved at the hearing.

() The board shall certify its determinations to the department
within seven days of the hearing.

(h) The department shall enter the changes and certify the final
assessment roll ori or before June | of each year and by July 1 shall
mail to the owner of taxable property or his authorised agent a
statement of the amount of tax due.

(1)An owner may appeal to the superior court for, and is
entitled  to, trial de novo of the board's action.

Sec. 4358'.130. SUPPLEMENTARY ASSESSMENT ROLLS. The department
shall include property omitted from the assessment roll on a supple-
mentary roll, using the procedures set out in this chapter for the
original roll.

Sec. 43.58.140. COLLECTION AND DEPOSIT. (a) The tax levied by
sec. 10 of this chapter is payable to the department before October !
of the tax year.

(b) The department may provide for voluntary prepayment and for
payment by installments.

(c) All other taxes, interest and penalties collected under
this chapter shall be deposited in the general fund.

Sec. 43.58.150. INTEREST AND PENALTY. When the tax levied by
sec.l0 of this chapter 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. 43.58.160. LIEN FOR TAX. The tax levied under sec. 10

of this chapter and the interest and penalty 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. The 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 dis-
trained .

Sec. 43.58.180. PENALTIES. A person who knowingly fails to
file a return when' due or who makes a false statement in a return
required under this chapter with intent to evade taxation is guilty of
a misdemeanor and upon conviction is punishable by a fine of not more
than $1,000 or by imprisonment for not more than six months, or by both,
together with the costs of prosecution, notwithstanding the provisions

of AS 12.80.030.
Sec. 43.58.190. REGULATIONS. The board and the department may

adopt regulations in accordance with the Administrative Procedure Act
(AS 44.62) as appropriate to carry out their respective duties under
this chapter.

Sec. 43.58.200. DEFINITIONS. In this chapter

() "board" means State Assessment Review Board,;

(2) "department" means Department of Revenue;

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

(4) "taxable property" means the ownership of, or possessory
rights and privileges in, non-producing oil and gas properties or
leasehold interests;

(5) "unrefined oil" includes crude petroleum and other



hydrocarbons regardless of gravity which are produced at the wellhead
in liguid form.
* Sec. 2. AS 2953 is amended by adding a new section to read:

Sec. 29.53.0n"5. OIL AND GAS PROPERTIES. No municipality may
assess, levy or collect an ad valorem tax on the value of intangible
drilling and exploration expenses, oil or gas in place, possessory
interests in oil or gas leaseholds whether producing ornot, or
on real and tangible personal property used within the state for an
Interborough common carrier pipeline system for the transportation
of gas or unrefined oil (except gas pipeline systems operating as
utilities and regulated by the Alaska Public Utilities Commission).
This prohibition does not limit the collectability of any tax levied
before the effective date of this section.

Sec. 3. AS 29.53.050 is amended by adding a new subsection to read:

(b) No municipality, or combination of municipalities occupying
the same geographical area in whole or in part, may levy taxes
which will result in tax revenues from all sources exceeding $2,000
a year for each person residing within its boundaries. [f t/o or
more municipalities occupying the same geographical area, in whole
or in part, attempt to levy a tax, the combined levy of which
would result 3n taxrevenues from all sources exceeding $2,000 a
year for each person residing within their boundaries, the commissioner
of community and regional affairs shall apportion the lawful levy
and equitably divide these revenues on the basis of need, services
performed and other considerations in the public interest. For
the purpose of this subsection, population shall be determined by

the commissioner of community and regional affairs based on the

latest statistics of the United States Bureau of the Census or
on other reliable population data.
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* Sec. I» AS ~3.55.010(b) is repealed and re-enacted to read:

(b) Except for the Imposition of the oil and pas transportation
property tax (ch. 50 of this title) and the oil and gas property tax
(ch. 58 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) producing oil or gas leases: or
(D) oil or gas produced or extracted in the state; or
(2) a political subdivision upon
(A) oil or gas in place:
(B) possessory interests ir, oil or gas leaseholds
whether producing or not;
(C) the value of Intangible drilling and exploration
expenses; or
(D) real and tangible personal property used within
this state primarily for an interborough common carrier

pipeline system for the transportation of gas or unrefined

oil (except gas pipeline systems operating as utilities

and regulated by the Alaska Public Utilities Commission).

-Sec. 5, This Act takes effect on the day afterits passage and approval
or ontheday it becomes lav. without approval.
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Offered: 11/3/73
Referred: Finance

IN THE SENATE BY HENSLEY 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 H3. 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
title).

sec. 43.53.020. 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%
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) producing 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 producing or not;
(C) the value of intangible drilling and exploration
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expenses; or
(D) real and tangible personal property used within

this state primarily for an interborough common carrier pipeline

system for the transportation of gas or unrefined oil (except

gas pipeline systems operating as utilities and regulated by

the Alaska Public Utilities Commission).

sec. 43.58.030. STATE ASSESSMENT RE\r H-/ BOARD. The State
Assessment Review Board is created within t.ie Department of REvenue.
The board consists of three persons appointed by the governor to
serve at his pleasure. Each board member

(1) must be a resident of the state and knowledgeable
of assessment procedures; ar.d

(2) is subject to confirmation by a majority of the
members of the legislature in joint session.

Sec. 43.58.040. COMPENSATION; PER DIEM AND EXPENSES. Except
for a state official or employee viho is a member of the board, each
member of the board shall receive a stipend of $100 a day for each
day in which he attends a boaid meeting or carries out his responsibi—
lities under this chapter. All board members shall receive per diem
and expenses authorized by law for boards and commission.

Sec. 43.58.050. ASSESSMENT. (a) The department shall assess
property for the tax levied under sec. 10 of this chapter at its
full and true value as of Januaryl of the assessment year.

(b) The full and true valueof taxable property Ls determined
each January 1 by ascertaining the present value of the proven
reserves of gas or unrefined oil. As used in this section "proven
reserves" means the volumes of gas and unrefined oil that geological
and engineering information indicates are recoverable in the future

from oil and gas reservoirs under existing economic and operating

SB 9
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conditions.

Sec. 43.58*060. RETURNS, (a) The department may require by
notice every person having ownership or control of an interest in
property taxable under sec. 10 cf this chapter to submit a return
in the form prescribed by the department, based on property values
existing on January 1, except as otherwise provided in this chapter.

(b) The department by written notice may require a person to
provide additional Information within 30 days of the notice.

Sec. *13«58.070. INVESTIGATION, () The department may make an
investigation of property on which a return 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 may enter any premise
necessary for the investigation during reasonable hours and may examine
property 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 refused 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
examination under oath by the department.

sec. 43.58.080. ASSESSMENT ROLL. The department shall prepare
annually the only assessment roll for taxation under sec. 10 of this
chapter. The roll shall contain:

(1) a description 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.
-3- SB 9
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Sec. "13.58.090. ASSESSMENT NOTICE. Before March 2 of each
year, the department shall send to every owner of taxable property
named In the assessment roll a notice of assessment, showing the
assessed value of the property. Notice of assessment is effective
on the date of mailing.

Sec. 43.58.100. APPEAL TO THE DEPARTMENT. (a) An owner of
taxable property receiving an assessment notice may object to the
assessment by advising the department in writing of the objections
to the assessment within 20 days of ;he effective date of the
notice.

(b) The department shall provide by regulation for notices of
appeals to interested persons.

(c) Following an objection the department may adjust the assess—
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

effective date of the notice of assessment.

sec. 43.58.110. APPEAL TO THE STATE ASSESSMENT REVIEW BOARD.
(a) After a ruling by the department on an appeal made under sec. 100
of this chapter, the owner may further appeal to the board. The appeal

nust be filed in writing within 50 days of the effective date of

the notice of assessment.

(b) The board shall provide by regulation for notices of appeals

to interested persons.

sec. 43.58.120. HEARINGS OF STATE ASSESSMENT REVIEW BOARD. (a)
The board shall hear appeals filed under sec. 110(a) of this chapter.

(b) A majority of the board constitutes a quorum required to

transact business.

(c) The board shall provide by regulation for notices of hearings

to interested persons.
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(d) If an appellant fails to appear at the hearing, the board

may proceed with the hearing in his absence.
(e) The appellant bears the burden of proof at the hearing.

) The only grounds for adjustment of assessed value is proof of
unequal, excessive or improper valuation or valuationnot determined in
accordance with the standards oet out in this chapter, based onl
facts stated in a written appeal timelv filed or proved at the hearing.

(@) The board shall certify its determinations to the department
within seven days of the hearing.

(h) The department shall enter the changes and certify the final
assessment roll bn or before June 1 of each year and by July 1 shall
mail to the owner of taxable property or his authorized agent a
statement of the amount of tax due.

(i)An owner may appeal to the superior court for, and is
entitled to, trial de novo of the board"s action.

Sec. ”73.58.130. SUPPLEMENTARY ASSESSMENT ROLLS. The department

shall include property omitted from the assessment roll or. a supple—
mentary roll, using the procedures set out in this chapter for the
original roll.

Sec. 43.58.140. COLLECTION AND DEPOSIT, (a) The tax levied by
sec. 10 of this chapter is payable to the department before October 1
of the tax year.

(b) The department may provide for voluntary prepayment and for
payment by installments.

(c) All other taxes, interest and penalties collected under
this chapter shall be deposited in the general fund.

Sec. 43.58.150. INTEREST AND PENALTY. V/hen the tax levied by
sec.10 of this chapter 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 penalty 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 dis—
trained.

Sec. 43.58.180. PENALTIES. A person who knowingly falls to
file a return when due or who makes a false statement in a return
required under this chapter with intent to evade taxation is guilty of
a misdemeanor and upon conviction is punishable by a fine of not more
than $1,000 or by imprisonment for not more than six months, or by both,

together with the costs of prosecution, notwithstanding the provisions

of AS 12.80.030.
Sec. 43.58.190. REGULATIONS. The board and the department may

adopt regulations 1in accordance with the Administrative Procedure Act
(AS 44.62) as appropriate to carry out their respective duties under

this chapter.

Sec. 43.58.200. DEFINITIONS. In this chapter
(1) "board"™ means "tate Assessment Review Board;
(2) "department"” means Department of Revenue;
(3) "gas" includes all natural gas and all hydrocarbons

produced at the wellhead not defined as oil;

(4) "taxable property"” means the ownership of, or possessory
rights and privileges in, non-producing oil and gas proper!1l s or
leascholu interests;

(5) "unrefined oil"™ Includes crude petro]sum and other
-6-
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