,Aﬂr\b.??&KA hEEéSLATURE (12? I\/II_T'IEEELF[’8I LES198/7-1988867 2



* Sec. 2. AS 38.09.010(b) is amended to read:

INTEREST DO

OT JUSTIFY OR REQUIRE THE CADASTRAL SURVEY].

timum

ﬁere 0p

ow aligquof parce

t
a
I
I
|
S
m
p oW

S
d
C
€
€l
ra. |
ns 6
[ON A DETERMINATION THAT TOPOGRAPHIC

S
iy
S 0
ctica
ommis
surve)(0
1d not

P
t
a
e
a
:
hin
lon wou

urat

S
FEATURES, DIFFUSE SETTLEMENT, OR THE PUBLIC

n

ary

ohservation seems necessary.

One furth



Representative Cotten
Page 4
W arch 5, 1987

And because of the press of other business, 1 have not really
sought to rationalize the changes made or to fully understand
them.

IT 1 may be of further assistance, please advise.

RAB mkr
m9/099
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March 16, 1907

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Patricia A. Keim
C"jreral Delivery
/Skwentna, AK 99667

Re: ADL 217C66 87-
Dear Mrs. Keim:

This letter is in response to your letter of February 20, 1937 indicating fdnic
some of your inprovements may be locatec outside the bkwenta Flats Remote
Project.

Mr. Forbes, your surveyor, was in on March 3, 1937 with a sketcn plat showing
the location of your new house ano the airstrip. It appears that there are
approximately four acres that lie beyond the project ano your parcel
boundaries.

To comply with your request for inclusion of the A acres with your homestead
iIs not just a simple matter of adjusting the project boundaries to your
parcel. The land outside the project boundary on which your improvements arc
located is classified wildlife habitat. Tne state cannot sell lands
designated with this classification. Therefore, the land will have tc be
reclassified to settlement before any conveyance action. In order to
acccmplisn this, varios agencies sucn as the Alaska Department cf Fish and
Game, Division of Forestry, Division of Parks and Outdoor Recreation and die.
Mat-Su Borough must review the Regional Manager’s Decision whether to aliov; v
exception to the Susitna Area Plan and change the primary use of the lano, TF
they concur then the reclassification process can begin. This will involve
public notice and If no adverse comments are received, it can then be
classified to settlement. You would then be ehie to acquire this lano as psrt
of your 40 acre Itonestsad.

However, at this time we cannot be certain of the outcome of this processn

Therefore, no further activity is authorized on that poi “ 1d located
outside the existing project boundaries.

MAN i7 i$Q7



Ms. Keim
March 16, 1937
Page 2

You will nave to pay for some of tne costs associated with th*s action since
this was an error cn your part in not prcpcrly locating yourself and youx*
improvements. We have attached a statement that you need to sign and return
to us before we can begin with this action. This statement means you will pay
for such costs as public noticing (newspaper advertisements) for
classification, mineral closure, and conveyance and other associated costs
concerning this action.

IT you have any questions concerning this matter, please contact Gary U Sapt?
of ray staff at 762-2284.

Sincerely,

Margaret J. Hayes
Regional Manager

KJH:GLS :bsp/C76CP

cc Dick LeFebvre
Oerome Pape



STEVE CQVVPER, GOVERNOR

400 WILLOUGHBY AYE.

DEPARTMENT OF NATURAE RESOURCES

Subject:

Position:

Background:

10-J9LH

PHONE: (907) 465-2400

OFFICE OF THE COMMISSIONER

February 17, 1987

The Honorable Sam Cotten, Co-Chair

The Honorable Adelheid Herrmann, Co-Chair
House Resources Committee

P."0. Box V

Jur.eau, AK 99811

Dear Representatives Cotten and Herrmann:

House Bill 111, relating to survey requirements for
state land intended for disposal.

The Department of Natural Resources is unable to
support this bill because it would completely eliminate
the department®s ability to waive cadastral survey
requirements. Currently, cadastral survey walvers are
allowed when the topographic features of the land, the
diffuse nature of the proposed settlement, or the
public interest warrant a waiver.

The large majority of state lands are not surveyed and,
although the desirability of cadastral survey is widely
recognized, the cost can be very high. In remote areas
that will not be developed in the near future, it does
not make fiscal sense to conduct cadastral survey prior
to land offerings, particularly low-density offerings
such as homesteads. In addition, enhanced survey
technology in the future may allow less costly
approaches to survey.

Sincerely,

*J/udith M. Brady
ommissioner

cc: Committee memi rs
Sponsors

Governor's Legislative Liaison
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Offered: 1/24/86 506 >0 5TrE fi
Referred: Finance

Original sponsors: Koponen, M_.M_Miller,
Sund, et al

IN THE HOUSE BY THE RESOURCES COMMITTEE
CS FOR HOUSE BILL NO. 286 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act- entitled: "An Act relating to survey requirements for state
land intended for disposal and to the description of
the land."
BE IT ENACTED bY :HE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.04.045(b) is amended to read:

(b) Before the conveyance of surface rights to state land, an
official cadastral survey shall be accomplished, unless a comparable,
acceptable survey exists that has been conducted by the federal Bureau
of Land Management. The rectangular survey section corner positions
shall be monumented ai. i shown on a cadastral survey plat approved by
the state. K oWEVErl FOR THOSE AREAS WHERE THE STATE MAY WISH TO
CONVEY SURFACE ESTATE OUTSIDE OF AN OFFICIAL ;{ADASTRALj SURVEY GRID,

®an  >$>fcajf /i- ;

THE|DIRECTORMMAY WAIVE MONUMENTATION OF [ALL* INDIVIDUAL SECTION CORNER
POSITIONS AND SUBSTITUTE AN OFFICIAL CONTROL SURVEY WITH CONTROL
POINTS BEING MONUMENTED AND SHOWN ON CONTROL”ASURVEY PLATS APPROVED BY
THE STATE. NO PORTION OF LAND TO BE CONVEYED MAY BE LOCATED MORE THAN
TWO MILES FROM SUCH A SURVEY CONTROL MONUMENT jJEXCEPT THAT~THE COMMIS-
["STONER MAYT ITVE_"*HTS_REQUIREMENT ON A DETERMINATION THAT TOPOGRAPHIC
\{EATURES. DIFFUSE SETTLEMENT, OR THE PUBLIC INTEREST DO NOT JUSTIFY
THE REQUIREMENT.] Tie lots and tracts in state subdivisions shall be
monumented and the cadastral survey and plats 1ior the subdivision
shall be approved by t e state. Where land is located within a munic-
ipality with pfenning, platting, and zoning powers, plats for state

subdivisions shall comply with local ordinances and regulations in the

-1- CSHB 286(Res)
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same manner and to the satle axtent as plats for subdivisions by other
landowners. State subdiv}sions shall be filed 1iIn the district re-

corder’s office -~"Tha requirements of this section ® not apply to \

Land made available tlirc/ugh a cabin permit system, material sales, or

short-term Leases; however, tor short-term Leases the lessee must

Q./@O (I

comply with local subdivision ordinances unless waived by the munic-
ipality under procedures specified by ordinance.
Sec. AS 33.09.010(b) it am&nJtl to read:

(b1 The commissioner shall ecmplete a cadastral survey of home-
stead entry state land under AS 33.04.045 before disposing of state
land for homestead entry” A homestead entry uarcei shall _be ystvb-

iished in aliauot oarts of surveyed section or let: or tracts X

> %

that are fractions of aliouot oarts cf a suaevhion. The com- 4

missioner shall ensure practical access to each .tomestcad entry parcel *V n

i~ CtAMIISL /f /1 A
2BUT THE COMMISSIONER MAT WAIVE THE GAL SURVEY ON A DETERMINA- » A

TICN THAT TOPOGRAPHIC FEATURES, DIFFUSE SETTLEMENT, OR THE PUBLIC =& ~#

INTEREST DO NOT JUSTIFY OR REQUIRE THE CADASTRAL SURVEY;) . N oK
- Sec. 3. AS 36.09.020(a) 1is amended co read:

A O

t (@) A aomestead entry permit amities in applicant to intei land ~ _

S |

tTithin an area designated under AC *"3.09.010 and to [SURVEY,] occupy

[.] and improve the land in crdai to qualify for a patent, under this

g((t o "T** aia-/ oP*

CSHo

Sec. 4. AS 38.09.040(a) > amended to read:

(@ A .iretend ... permit may bo invoked ty he commissioner
for any substant &), breach of clie permit conditions or the require-
ments of this _pter, including

(It al assignment * conveyance, or transfer of the permit
not .u~.horizad un ier AS 33.09.030(c);

(2 fa _lure of the permit holder tc submit an aliquot parts

256 (?.es)
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or- y
\Y% \/
description of the homestead en :ry PLAT OF SURVEYj to the commis-
sioner within two years after the issuance of the permit or under (b)
of this section;

(©)) failure of the permit holder to erect adwelling inthe
time required under AS 38.09.050(a), except that if the commissioner
finds that the dwelling has been nearly completed and progress toward
completion is being made at the expiration of the time required, the
commissioner may extend the time required for completion for not more
than one year; y-vcfitf r-"rifp >y

(4) failure to brush the boundaries of the landyywi._hin 90
days after issuance of the homestead entry permit;

o) failure to clear and either put into production or
prepare for cultivation 25 percent of the land classified for agricul-
tural use within five years after the issuance of the permit.

Sec. 5. AS 38.09.050(a) 1is amended to read:
(@) The commissioner shall issue a patent -0 homestead entry
land if the permit holder

(1) resides and lives on the homestead entry land for not

less tnan 25 months within five years after the issuance of the home-

stead entry permit; q & N

(2) submits an aliquot parts descriptionVquO—l’LETES AN L
1 v av fuftPA )
APPROVED SURVEYJ of the" land”within two years after the issuance of
the permit or under AS 38.09.040(b);
(@) erects a habitable, permanent dwelling on the homestead
within thrae years after the issuance of the homestead entry permit;
i/Mt-fIU “i/; //Nicre- i> ie*In/AtQ "/ TH T
(4) Dbrushes the boundaries of the land™within 90 days after
the issuance of the permit;

(5) clears and either puts into production or prepares for

cultivation either 25 percent of the land classified for agricultural

-3- CSHB 236(Res)

/‘|>/

*

> %



use or 50 percent of the land having class 1l or I1ll soils, whichever
is less, within five years after issuance of the permit.

* Sec. S. AS 38.09.040(b) 1is repealed.

CSHB 285(Res) -4-
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Introduced: 1/19/87
Referred: Resources and
Finance

IN THE HOUSE BY BROWN AND KOPONEN

HOUSE BILL NO. 41
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to the confidentiality of certain

oil and gas information."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 31.05.035(c) is amended to read:

i-(c) The reports and information required in (a) of this section

£ shall/be kept confidential for 24 months following the 30-day Filing

period unless the owner of the well gives written permission to re-
lease the reports and information at an earlier date. [1IF THE COMMIS-
SIONER OF NATURAL RESOURCES FINDS THAT THE REQUIRED REPORTS AND INFOR-
MATION CONTAIN SIGNIF .CANT INFORMATION RELATING TO THE VALUATION OF
UNLEASED LAND IN THE SAME VICINITY, THE COMMISSIONER SHALL KEEP THE
REPORTS AND INFORMATION CONFIDENTIAL FOR A REASONABLE TIME AFTER THE
DISPOSITION OF ALL AFFECTED UNLEASED LAND, UNLESS THE OWNER OF THE
WELL GIVES WRITTEN PERMISSION TO RELEASE THE REPORTS AND INFORMATION
AT AN EARLIER DATE.] Well location, depth, status and production data
and production reports required by the commission to be TFfiled subse-
quent to the 30-day filing period i [SHALL BE CONSIDERED] public
information and may [SHALL] not be classified conficential.
Production data, as used in this subsection, means volume, gravity”®
and gas-oil ratio of all production of oil or gas after the well

begins regular production.

HBO041A -1 - HB 41
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23 March '8 7

MEMO

To: Ned Farquhar
From: John Dunker

Re.: HB111 Survey Requirements for State Land

The Tfollowing are Representative Koponen®s views on DNR"s
suggestions for clmges to HB111, and on other areas under
consideration for change 1in th : bill. Hereinafter 1 refer

to Rep. Koponen as '"sponsor'.

Unless otherwise noted, "bill" page and Iline references are
to the original HBIlIl, and "draft" page and line references
are to Work Draft 5-0587B of 3/9/87. (Note that DNR"s note
of 3/9/87 entitled "Suggested changes..."elc., refers to

pages and lines of the earlier Work Draft 5-0587B of 3/6/87
I have applied their suggestions to corresponding lines of

the later draft to avoid confusion.)

--DNR"s Suggestion 1.: Draft p.I1, 1.22



(Maximum number of 25 conveyances to be allowed within
a township without a prior rectangular survey.) Sponsor
prefers the compromise of 18 conveyances per township that

was reached by Rep. Springer’s subcommittee.

--DNR*"s Suggestion 2.: Draft p.2, 1.11

(Exemption from rectangular survey requirement for
special single-purpose uses.) Sponsor 1is not opposed to
adding "but 1is not Ilimited to" after "includes"™, but
suggests 1inclusion of language making clear that the intent
is not to extend the exemption to mulliple-entry disposal

programs.

--DNR®"s Suggestion 3.: (This was a typo, corrected in the

3/9/87 draft.)

--DNR*"s Suggestion 4.: Draft p.2, 1.6-12
(Deletion 1in draft of 3/6/87 was restored 1in draft of
3/9/787.) Sponsor agrees that this should not have been

deleted; approves of restoration in later draft.

--DNR*"s Suggestion 4 (continued): Draft p.2, 1.8
There are two major 1insertions suggested here by DNR.

The sponsor is amenable to the 1idea of the first, or to
areas where a right-of-way for access has been surveyed', if

clarified so as to limit this Tfurther exemption from the

bill"s general previsions to make it clear that such



PA/TT

rights-of-way are to be surveyed and monumented, and that
only parcels adjacent to said rights-of-way be exempted from
the requirement oc rectangular survey prior to disposal.

The sponsor would entertain some broadening here if the
survey profession were to suggest other Jlanguage aliowing
the exemption to parcels appurtenant to or approximate to
the surveyed right-of-way to some limited extent, but not

retaining the loose term ™"areas'".

The sponsor does not accept the second insertion suggested
here, "or to areas that have been open to random staking 1in
the past™, 1in that the intent of the bill 1is not only to
prevent, thv use of control-monument surveys 1in new areas of
state land proposed for disposal, but to limit the damage
alreaay done by these surveys 1in areas of prior disposals.
Only if a prior random-staking disposal area did not yet
have the density maximum allowed on p,1, 1. 22,23, or if an
access right-of-way were later surveyed and monumented to
which parcels could then be tied, should a prior disposal
area be exempted from rectangular survey requirements. If
the purpos m of DNR"s second suggested insertion here 1is to
exempt prior-staked parcels from the bill"s general
requirements, then the sponsor would not object to Ulanguage

to that effect.

--DNR's Suggestion 5: p.2,1.21



(Commence same as DNR"s Suggestion 1.)

--DNR"s Suggestion 6: p-3, 1.6,7
(Alternative method and timing of DNR"s recovering
costs of survey.) The sponsor does not object to this

suggested change.

--DNR"s Suggestion?: p-3, 1. 17

(Extending period of time for aliquot part description
or control monument survey plat from two years to five
years.) The sponsor sees no need to allow more time for
permittees to submit an aliquot parts description when an
entry has been made on land already having a rectangular
survey; 1in Tfact, the time could be less with no burden to
the permittee and with benefits to the state and subsequent
lo; ators/perrni ttees. This 1is one of the advantages of
returning to the system of rectangular surveys prior to
disposal, as provided in this bill. As to allowing more
time for permittees to secure a control monument survey
plat, the sponsor suspects that cost, not time, 1is the
problem. However, 1if DNR"s experience 1is that permittees
need the additional three years to obtain the control
monument survey plat, the sponsor does not object to

granting it in this bill.

-DNR Suggestion 8: p.A, 1. 8-11



(See above under DNR Suggestion 7.)

--Other 1issues under consideration:

The sponsor 1is not opposed to language waiving the
requirements of the bil] for long-term right-of-way leases
for access and/or utility rights-of-way that would require
their own survey and monumentation. This would presumably
be inserted in bill p. 2, 1. 5, after the first instance of
the word "leases'™, or by a separate sentence at the end of
bill Sec. 1. Such a waiver would be for the right-of-way
lease only, and not for remote parcel or homestead
parcel-type programs that might take place 1iIn the vicinity.
When the waiver 1in this section is made for an access
right-of-way lease, however, the survey and monumentation
for it then could provide the monumentation that would allow
the commissioner to permit entries adjacent or appurtenant
to the right-of way. This would not be the case with
utility right-of-way leases that did not axso provide for an

incorporated access right-of-way.



Suggested changes to CSHB 111 (Resources)

1.

2.

3.

4.

8.

Page 1, line 22; change 18 to 25.
Page 1, line29; add "but is not limited to" after "includes™.

Page If line29; if the line ends with the word *site”, a period should
be added after the word site.

Page 2, lines 8-12 should not be deleted, and on line 9, after the
word leases, add "orto areas where a right-of-way for access has been
surveyed™or to areasthat have been open to randan staking in the
past'.

Page 2, line2l; change 18 to 2.

Page 3, line8; add "a survey deposit prior to issuance of a honestead
entry permit to cover the cost of either an aliquot part or access
route survey after the word "‘pay”’, and delete "‘the costs of survey for
an aliquot part entry before the canmissioner issues the entry permit’.

Page 3, line 19; change two to five, and delete "or under () of this
section'.

Page 4, line 12; change two to five.
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Suggested changes to CSHB 111 (Resources)

1. Page 1, [line22; change 18 to 25.

2.

3.

Page 1, [line29; add "but is not limited to" after "includes’.

Page 1, line29; if the line ends with the word *site”, a period should
be added after the word site.

Page 2, lines 8-12 should not be deleted, and on line 9, after the
word leases, add ''or to areas where a right-of-way for access has been
surveyed, or to areas that have been open to randan staking in the
past''.

Page 2, line2l; change 18 to 5.

Page 3, 1ine8; add "a survey deposit prior to issuance of a homestead
entry permit to cover the cost of either an aliquot part or access
route surnvey" after the word "pay’’, and delete "‘the costs of survey for
an aliquot part entry before the commissioner issues the entry permit’.

Page 3, line 19; change two to five, and delete "or under () of this
section™.

Page 4, line 12; change two to five.
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5-058(B

Bradle
il
Original sponsors: Koponen, Zawagcki
Navarre, et al.
"IN THE HOUSE BY THE RESOURCES COMMITTEE
? CS FOR HOUSE BILL NO. HI (Resources)
¥ IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FIFTEENTH LEGISLATURE - FIRST SESSION
: A BILL

° For an Act entitled: "An Act relating to survey requirements for state

7 land intended fcr disposal and to thedescription of
the land; and providing for aneffective date."

BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

© * Section 1. AS38.04.045(b) is amended to read:

. (b) Before the conveyance of surface rights to state land, an

© official rectangular (CADASTRAL] survey grid shall be accomplished,

v unless a comparable, acceptable survey exists that has heen conducted
3 by the federal Bureau of Land Management. The rectangular survey
b section corner positions shall be monumented and shown on a cadastral
. survey plat approved by the state. For (HOWEVER, FOR] those areas
i where the state may wish to convev surface estate outside of an offi-
v cial rectangular [CADASTRAL] survey grid, the commissioner (DIRECTOR]
? mav waive monumentation of TALLL individual section corner positions
@ and substitute an official control survey with control points being
2 monumented and shown on control survev plats approved bv the state.
z The commissioner mav not issue more than 18 conveyances within a
. township outside of an official rectangular survev grid. No portion
: of land to be conveyed may be located more than two miles from [SUCH]
. a survey control monument except that the commissioner may waive this
. requirement on a determination that a single purpose use does [TOPO-
: GRAPHIC FEATURES, DIFFUSE SETTLEMENT, OR THE PUBLIC INTEREST DO] not
jz justify the requirement. The lots and tracts in state subdivisions |

shall be monumented and the cadastral survey and plats for the sub-



*
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! division shall be approved by the state. Where land is located within
2 a municipality with planning, platting, and zoning powers, plats for
: state subdivisions shall comply with local ordinances and regulations
4 In the same manner and to the same extent as plats for subdivisions by
: other landowners. State subdivisions shall be filed in the district
76 recorder's office. The requirements of this section do not apply to

land made available through a cabin permit system, material sales, or
-

° short-term leases; however, for short-term leases the lessee must
comply with local subdivision ordinances unless waived by the munic-

© ipality under procedures specified by ordinance. In this subsection,
. "a single purpose use" includes a communication site, an aid to na\T
© igation, and a park site.

. * Sec. 2. AS 33.09.010(b) is amended to read;

) (b) The commissioner shall complete a rectangular [CADASTRAL]
b survey grid of homestead entry state land under AS 38.04.045 before
f disposing of state land for homestead entry. A homestaad entry parcel
. shall be established in aliquot parts of a surveyed section or as lots
. or tracts that are fractions of aliquot parts of a surveyed section.
? The commissioner shall ensure practical access to each homestead entrv
2: parcel but the commissioner may waive the rectangular [CADASTRAL]

survey grid if no more than 18 entries are made within a township [ON
z A DETERMINATION THAT TOPOGRAPHIC FEATURES, DIFFUSE SETTLEMENT, OR THE

. PUBLIC INTEREST DO NOT JUSTIFY OR REQUIRE THE CADASTRAL SURVEY].

3 * Sec. 3. AS 38.09.020(a) is amended to read:

. (a) A homestead entry permit entitles an applicant to enter I
® within an area designated under AS 38.09.0TO and to [SURVEY,] occupy
. [,1 and improve the land in order to qualify for a patent under this

= chapter.

29

* Sec. 4. AS 38.09.020(h) 1is amended to read:
CSHB 111 (Res) -2-
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1 (b) An applicant for a homestead entry permit shall person
2 stake the corners and flag the boundaries of the land entered under
3 this chapter and shall personally file with the commissioner a de-
* scription of the land entered. A homestead entry shall be described
g by aliquot parts unless otherwise permitted byrfhg>gomgﬂsﬁ9ne{. The
6 commissioner may require the applicant to pay the costs of survey for
f an aliquot part énﬂytm?o@uﬂﬁ commissioner issues the entry permit.
8 * Sec. 5. AS 38.09.040(a) is amended to read:
d (a) A homestead entry permit may be revoked by the commissi
= for any substantial breach of the permit conditions or the require-
= ments of this chapter, including
= (1) an assignment, conveyance, or transfer of the permit
. not authorized under AS 38.09.030(c);
g (2) failure of the permit holder to submit an aliquot parts
b description of the homestead entry or, a plat of survey where the
. commissioner waived the requirement of a rectangular survey grid to
{ the commissioner within two years after the issuance of the permit or
1 under (b) of this section; !
. (3) failure of the permit holder to erect a dwelling in the
D time required under AS 38.09.050(a), except that if the commissioner
2 finds that the dwelling has been nearly completed and progress toward
2 completion is being made at the expiration of the time required, the
# commissioner may extend the time required for completion for not more
“ than one year;
2 (4) failure to brush the boundaries of the land within 90
2 days after issuance of the homestead entry permit unless the parcel is
o described by aliquot parts;
2 (5) failure to clear and either put into production or

# prepare for cultivation 25 percent of the land classified for

-3 - CSHB 111 (Res)
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agricultural use within five years after the issuance of the permit,
Sec. 6. AS 38.09.050(a) is amended to read:

(a) The commissioner shall issue a patent to homestead ent
land if the permit holder

(1) resides and lives on the homestead entry land for not
less than 25 months within five years after the issuanceof the home:
stead entry permit;

(2) submits an aliquot parts description or completes an
approved survey of the land in an area where the commissioner waives
the rectangular survey grid within twojyears after the issuance of the
permit [OR UNDER AS 38.09.040(b)];

(3) erects a habitable, permanent dwelling on the homestead
within three years after the issuance of the homestead entrypermit;

(4) brushes the boundaries of the land unless the parcel is
described by aliquot parts within 90 days after the issuance of the
permit;

(5) clears and either puts into production or prepares for
cultivation either 25 percent of the land classified for agricultural
use or 50 percent of the land having class Il or Il soils, whichever
is less, within five years after issuance of the permit.

* Sec. 7. AS 38.09.040(b) is repealed.
* Sec. 8. This Act takes effect July 1, 1988

CSHB 111(Res) -4 -
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Original sponsors: N%;\)l%r}e eZtawaa]cki,

D=

1IN THE HOUSE BY THE RESOURCES COMMITTEE
CS FOR HOUSE BILL NO. Il (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL
© For an Act entitled: "An Act relating to survey requirements for state
f land intended for disposal and to the description of
the land."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
= * Section 1. AS 38.04.045(b) is amended to read:
- : (b) Before the conveyance of surface rights to state land of-
L 1 fered under AS 38.05.055 - 38.05.057, AS 38.08, or AS 38.09, an offi-
cial rectangular [CADASTRAL] survey grid shall be accomplished, unless
a comparable, acceptable survey exists that has been conducted by the
federal Bureau of Land Management. The rectangular survey section
corner positions shall be monumented and shown on a cadastral survey
plat approved by the state. For [HOWEVER, FOR] those areas where the
state may wish to convey surface estate outside of an official rectan-
: gular [CADASTRAL] survey grid, the commissioner [DIRECTOR] may waive

(J‘I-boo'\)

«©

D monumentation of [ALL] individual section corner positions arc substi-
4 tute an official control survey with control points being monumented
2 and shown on control survey plats approved by the state. The commis-
B sioner mav not issue more than one conveyance for each two sections or
. portions of sections within a township outside of an official rectan-
& gular survey grid. No portion of land to be conveyed may he located
% more than two miles from [SUCH] a survey control monument except that
d the commissioner may waive this requirement on a determination chat a
% single purpose use does [TOPOGRAPHIC FEATURES, DIFFUSE SETTLEMENT, OR
& THE PUBLIC INTEREST DO not justify the requirement. The lots and

- CSHB 111(R’s)
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in state subdivisions shall be monumented and the
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cadastral

survey and plats for the subdivision shall be approved by the state.
Where land is located within a municipality with planning, platting,
and zoning powers, plats for state subdivisions shall comply with
local ordinances and regulations in the same manner and to the same
extent as plats for subdivisions by other landowners. St

VISIons

shall be filed in the district recorder's office.

ate subdi-
The re-

quirements of this section do not apply to land made available through
a cabin permit system, for material sales, for [OR] short-term leases”
I for parcels adjoining a surveyed right-of-wav, or for areas that have
"oeen open to random staking under the remote parcel program or

bl

I'homestead program in the past; however, for short-term leases the

lessee must comply with local subdivision ordinances unless waived by
the municipality under procedures specified by ordinance.
subsection, "a single purpose use" includes a communication site, an
aid to navigation, and a park site.

* Sec. 2.
(b)

AS 38.09.010(h) is amended to read:

The commissioner shall complete a rectangular [CADASTRAL

In this

survey grid of homestead entry state land under AS 38.04.045 hefore
disposing of state land for homestead entry. A homestead entry parcel
shall be established in aliquot parts of a surveyed section or as lots
or tracts that are fractions of aliquot parts of a surveyed section,
The commi -sioner shall ensure practical access to each homestead entrv

parcel

but the commissioner may waive the rectangular

[CADASTRAL]

;-survey grid if no more than one conveyance is made for each two
YN sections or portions of sections within a township [ON A DETERMINATION
, i~ that TOPOGRAPHIC FEATURES, DIFFUSE SETTLEMENT, OR THE PUBLIC INTEREST

DO NOT JUSTIFY OR REQUIRE THE CADASTRAL SURVEY].

* Sec. 3.

CSHB 111(Res)

AS 38.09.020(a) is amended to read:
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(a) A homestead entry permit entitles an applicant to enter land
within an area designated under AS 38.09.010 and to [SURVEY,] occupy
[,] and improve the land in order to qualif]/ for a patent under this
chapter.

* Sec. 4. AS 38.09.020(b) is amended to read:

(b) An applicant for a homestead entry permit shall personally
stake the corners and flag the boundaries of the land entered under
this chapter and shall personally file with the commissioner a de-
scription of the land entered. A homestead entry shall be described
by aliquot parts unless otherwise permitted by the commissioner. The

IX costs of survey before issuing the homestead entry permit.
* Sec. 5. AS 38.09.040(a) is amended to read:

(a) A homestead entry permit may be revoked by the commissione
for any substantial breach of the permit conditions or the require-
ments of this chapter, including

(1) an assignment, conveyance, or transfer of the permit
not authorised under AS 38.09.030(c);

(2) failure of the permit holder to submit an aliquot parts
description of the homestead entry or, a plat of survey where the
commissioner waived the requirement of a rectangular survey grid to
,the commissioner within five [TWO] years after the issuance of the
“permit [OR UNDER (b) OF THIS SECTION]:

(3) failure of the permit holder to erect a dwelling in the
time required under AS 38.09.050(a), except that if the commissioner
finds that the dwelling has been nearly completed and progress toward
completion is being made at the expiration of the time required, the
commissioner may extend the time required for completion for not more
than one year;

-3 - CSHB 111 (Res)
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(4) failureto brush the boundaries of the land within 90
days after issuance of the homestead entry permit unless the parcel is
described bv aliquot parts;

(5) failureto  clear and either put into production or
prepare for cultivation 25 percent of the land classified for agricul-
tural use within five years after the issuance of the permit.

" Sec. 6. AS 38.09.050(a) is amended to read:
(a) The commissioner shall issue a patent to homestead entry
land if the permit holder

(1)  resides andlives on the homestead entry land for not
less than25 months withinfive years after the issuance of the home-
stead entry permit;

(2) submitsan aliquot* parts description or completes an
approved survey of the land in an area where the commissioner waives

" the rectangular survev grid within;five [TWO] years after the issuance
* of the permit [OR UNDER AS 38.09.040(b)];
(3) erects a habitable, permanent dwelling on the homestead
within three years after the issuance of the homestead entry permit;
(4) brushes the boundaries of the land unless the parcel is
described bv aliquot parts within 90 days after the issuance of the
permit;

*

(5) clears and either puts into production or prepares for
cultivation either 25 percent of the land classified for agricultural
use or 50 percent of the land having class [l or Il soils, whichever
Is less, within five years after issuance of the permit.

* Sec. 7. AS 38.09.040(b) is repealed.

CSHB ]11(Res) -4 -
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Original sponsors: Koponen, Zawacki,
J d Navarre, et aﬁ.

IN THE HOUSE BY THE RESOURCES COMMITTEE
CS FOR HOUSE BILL NO. Il (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to survey requirements for state
land intended for disposal and to the description of
the land; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1,

(b) Before the conveyance of surface rights to state land,
official rectangular [CADASTRAL] survey grid shall be accomplished,
unless a comparable, acceptable survey exists that has been conducted
by the federal Bureau of Land Management. The rectangular survey
section corner positions shall be monumented and shown on a cadastral
survey plat approved by the state. For [HOWEVER, FOR] those areas
where the state may wish to convev surface estate outside of an offi-
cial rectangular [CADASTRAL] survey grid, the commissioner TDIRECTOR]
mav waive monumentation of TALL] individual section corner positions
and substitute an official control survey with control points being
monumented and shown on control survev plats approved bv the state.
The commissioner mav not issue more than; 18 “conveyances within a
township outside of an official rectangular survev grid.)) No portion
of land to be conveyed may be located more than two miles from [SUCH]|
a survey control monument except that the commissioner may waive this
requirement on a determination that a single purpose use does [TOPO-
GRAPHIC FEATURES, DIFFUSE SETTLEMENT, OR THE PUBLIC INTEREST DO] not
justify the requirement. The lots and tracts in state subdivisions
shall be monumented and the cadastral survey and plats for the sub-

-1 - CSHB 111 (Res)
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division shall be approved by the state. Where land is located within
a municipality with planning, platting, and zoning powers, plats for
state subdivisions shall comply with local ordinances and regulations
in the same manner and to the same extent as plats for subdivisions by
other landowners. State subdivisions shall be filed in the district
recorder's office. The requirements of this section do not apply to
land made available “hrough a cabin permit system, material sales, or
short-term leases; /however, for short-term leases the lessee must
comply with local subdivision ordinances unless waived by the munic-
ipality under procedures specified by ordinance. In this subsection,
"a single purpose ..;- iIncludes (@ communication site, an aid to nav-

igation, and a park site. ¢ oo |
Sec. 2. AS 38.09.010(b) is amended to read:
(b) The commissioner shall complete a rectangular [CADASTF

survey grid of homestead entry state land under AS 38.04.045 before
disposing of state land for homestead entry. A homestead entry parcel
shall be established in aliquot parts of a surveyed section or as lots
or tracts that are fractions of aliquot parts of a surveyed section.
The commissioner shall ensure practical access to each homestead entrv
parcel but the commissioner may waive the rectangular [CADASTRAL]
survey/'gri if no more than 18 entries are made within a township® [ON
A DETERMINATION THAT TOPOGRAPHIC FEATURES, DIFFUSE SETTLEMENT, OR THE
PUBLIC INTEREST DO NOT JUSTIFY OR REQUIRE THE CADASTRAL SURVEY],

Sec. 3. AS 38.09.020(a) is amended to read:

(a) A homestead entry permit entitles an applicant to enter
within an area designated under AS 38.09.0"0 and to [SURVEY,] occupy
[,] and improve the land in order to qualify for a patent under this
chapter.

* Sec. 4. AS 38.09.020(b) is amended to read:

CSHB 111(Res) -2 -
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An applicant for a homestead entry permit shall person
stake the corners and flag the boundaries of the land entered under
this chapter and shall personally file with the commissioner a de-

A homestead entry shall he described

by aliquot parts unless otherwise permitted by the commissioner. .iThe
MaasiXAy qlcQEON\ 1

commissioner may require the applicant to pav| the costs o

survey for

an aliquot part entry before the commissioner issues the entry permit.
AS 38.09.040(a) is amended to read:

A homestead entry permit may be revoked by the commissioner
for any substantial breach of the permit conditions or the require-
ments of this chapter, including
an assignment, conveyance, or transfer of the permit
not authorized under AS 38.09.030(c);
failure of the permit holder to submit an aliquot parts
a plat of survey where the
commissioner waived the “requirement of a rectangular survey grid to
the commissioner within {
under (b) of this section?”
failure of the permit holder to erect a dwelling in the
time required under AS 38.09.050(a), except that if the commissioner
finds that the dwelling has been nearly completed and progress toward
completion is being made at the expi ;tion of the time required, the
commissioner may extend the time required for completion for not more

Sec. 5.
(a)

description of the homestead entry or,

than one year;

prepare

(1)

2)

&)

(4)

(5)

for

cultivation

\

failure to brush

failure to clear and either put into produc

25 percent

-3 -

of

A

17

wo years after the issuance of the permit

for

the boundaries of the land
days after issuance of the homestead entry permit unless the parcel Is
described bv aliquot parts;

the

land

classifies

CSHB 111(Res)
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1 agricultural use within five years after the issuance of the permit.
2 * Sec. 6. AS 38.09.050(a) is amended to read:

3 () The commissioner shall issue a patent to homestead entry
) land if the permit holder

° (1) resides and lives on the homestead entry land for not
6 less  than 25 months within fiveyears after the issuanceof the home-
! stead entry permit;

’ (2) submits an aliquot parts description or completes an
? approved survey of the land in an area where the commissioner waives
0 the rectangular survey grid within® two years after the issuance of the
- permit [OR UNDER AS 38.09.040(b)]; "

L (3) erects a habitable, permanent dwelling on the homestead
s within three years after the issuance of the homestead entry permit;
. (4) brushes the boundaries of the land unless the parcel is
15 described by aliquot parts within 90 days after the issuance of the
° permit;

g (5) clears and either puts into production orprepares for
. cultivation either 25 percent of the land classified foragricultural
n use or 50 percent of the land having class Il or Il soils, whichever
20

is less, within five years after issuance of the permit.
* Sec. 7. AS 38.09.040(b) is repealed.
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HOUSE COMMITTEE REPORT

Date referred: 2/11/87 FURTHER REFERRALS: Resources

DATE: March 13. 1937

The Transportation Committee has considered HB 118

"An Act relating to decisions on right-of-way lease applications.”

RECOMMENDS :
[ ] replace with [ ] the same title
[ 1 attached amendment(s) [ 1anew title
CX do pass
[ do not pass
[ no recommendation
[ individual recommendations
[ additional referral to the Committee
ADOPTS: [ ] letter of intent

ATTACHES NEW FISCAL NOTE(s):

[ ] fiscal impact [ ] same as previous fiscal note
[ X] zero fiscal note published
[ 1 zero with analysis [ ] same as previous zero fiscal

note published
SIGNING OTHER RECOMMENDATIONS:

3;ﬁ Chairman's signature

£ >



Representative Dick Shultz

Allaska Stale House of Represantatives
RO. BoxV e Jueau, Alaska 99811 < (907)465-4940
Home: RO. Box487 < Tok, Alaska 99780 Member

House Resources Committee

MEM ORANDUM

TO: Members of the House
Transportation Committee

FROM: Representative Dick Shultz®NvV-?/™"
DATE: February 24, 1987

RE: HB 118 "Decisions on ROW Lease Applications

Presently under AS 38.35.100(B), the Commissioner of DNR must
make the determination that the applicant is "fit, willing and
able to perform the transportation'™ prior to issuing a
right-of-way lease.

Past interpretation of this standard has meant that any
applicant must have the financial capability to go forth with
the project which would utilize the right-of-way.

In today"s world a right-of-way permit has a value all its own
when negotiating financing. To make financing a condition of
the ROW lease application hampers a project®"s chances of
becoming a financial reality.

This bill amends the Right-of-Way Lease Act so that the
Commissioner can condition a grant of right-of-way so that the
applicant can receive the right-of-way but must demonstrate
the 1t i1s "fit, willing and able”™ prior to being allowed to
start construction on that right-of-way.

The current standard of "fit, willing and able™ 1is not
circumvented but the finding is postponed to a later phase 1in
the process.

I believe it is important in these times to allow
modifications in our statutes that assist industry iIn the real
world, without lifting our standards.
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ctp n trp STEVE COWPER, GOVERNOR

F M S M

400 WILLOUGHBY AVE.
DEPARTMENT OF NATURAL RESOURCES JUNEAU, ALASKA 99801-1796

PHONE: (907) 465-2400

OFFICE OF THE COMMISSIONER

February 24, 1987

The Honorable Bette Cato
Chair

House Transportation Committee
Alaska State Legislature

P.O. Box V

Juneau, AK 99801

Dear Representative Cato:

Subject: House Bill 118, relating to decisions on right-of-
way lease applications.

Position: The Department of Natural Resources supports the
amendment to the oil and gas pipeline right-of-way leasing
statute (AS 38.35.100(b)) described in this bill.

Background: House Bill 118 would allow the commissioner to
issue a conditional pipeline right-of-way lease even if the
applicant is not presently "fit, willing and able."

The existing "fit, willing and able" standard requires the

applicant to be nearly ready to begin construction before a
right-of-way lease can be issued. In other words, financing
has to be reas..nably assured, gas sale contracts and markets
jn place, and construction designs substantially completed.

The commissioner currently has only one alternative to
flndln% an applicant "fit, willing and able," and that is to
deny the application. This bill would provide the commis-
sioner with an additional alternative; the abl||t3/_ to issue
a conditional right-of-way lease, subject to conditions that
ensure the applicant will become "fit, willing and able."

This bill would have a positive effect on the economic
development of pipeline projects in Alaska and would not
reduce the "fit, willing and able" standards an app,llcant
W,ouldl,be required to meet prior to actual construction of a
pipeline.

10-J9LH



The Honorable Bette Cato -2 - February 24, 1987

Recommendation: To ensure that the applicant is required to
become ™"fit, willing and able"™ within a reasonable period of
time, add the words "within a prescribed amount of time" to
line 15, after the word ™"able.™

Please let me know if you would like additional information.

cc: Committee Members
Sponsor
Governor®s Legislative Liaison
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June 13, 1332

Ddvin A. Kuhn, Director

Government S Environmental Affairs
Northwest Alaskan Pipeline Company
Cr.e Lefayette Centre

11_0 m\jtn rtrset, N.W., «u*t2 S— w0
Washington, D. C. 20036

Ee : Major Issues
Dear Mr. Kuhn:

Deference is made to the Northwest Alaskan Pipeline Company (HWA)
letters catec November 5, 1981, (GCA-31-1133) , January S, 1982, (GCA-32-
1004), February 16, 1982, (GOA-82-1021), and March 29, 1982, (GOA-02-
1024) regarding NASA’s application for a right-of-way lease for the gas
pipeline and the Alaska Gas Conditioning Facility. In these communi-
cations, specifically the February 16, 1982, Iletter, NWA responded to
seme of the major issues identified by the State in previous letters.

The purpose of this letter is to address and explain, in further detail,
the State"s position with respect to the pending W.sA application for a
lease. I will attempt to respond to each point covered iIn your recent
letters, and I also will identify other outstanding concerns which e
continue to be important but which NWA has not addressed.

State-Selected and Tentatively Aocroved Lands

Your assessment of my previous verbal statements regarding Tentatively
Approved (TA"d) Ilands is correct, except that 1 have never thoucht the
State"s control of TA"d lands could be iIn question and have considered
any such question to be frivolous. *

At the time land becomes TA"d, the Federal government has no further
alternative but to patent the land to the State upon survey. Thus, only
the State issues the Right-of-Way (ROW) lease on TA®"d land. The only
exception to this is that TA"d lands which were withdrawn and properly
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selected pursuant to Alaska Native Claims Settlement Act (.-NCSA) , hut not
yet conveyed, ray be leased with the concurrence of the State, the
Native corporation(s) , and the Federal government.

The topic of selected lands has not, to the best of my memory, been
raised before. Pursuant to Federal regulation, land is segregated at
the time it is selected by the State. Prior *o Alaska National Interest
Lands Conservation Act (ANILCA) no procedure was spelled out in the law
for conveyance of any interest iIn selected lands to a third party.
Arguably, prior to ANILCA selected lends could net be conveyed to a
third party at all, until becoming TA"d, whereupon the State could
convey. However, the standard procedure, which was acceptable to the
State, was that, following the State"s concurrence, the Federal government
could convey interests in selected lard to third parties. You will note
that this procedure was followed on the TAPS project. However, at r.o
time has the Federal government notified the State that it wished to
issue a PO®” grant to SKA on selected lands; thus, it did not seek the
State"s concurrence prior to the issuance of the Federal ACW grant as is
required, and which was required even prior to ANILCA, fcr the conveyance
to a third party of interests in selected lands.

Since State concurrence to convey rights to selected lar.d was neither
sought nor obtained by Department of Interior (DOl) for the NWA ROW
grant, the Federal government did not convey a RCW grant across selected
lands, because it lacked the authority, without prior State concurrence,
to do so. (Again, where State-selected land was opened for Native
selection pursuant to ANCSA and selected by a Native corporation, all
parties must concur in any grant or lease to third parties.)

At seme point, should the pro~ect become an imminent reality, NWA would
appear to be well advised to seek a Right-Of-Way Grant from the Federal
government to cover those lands which (@) were validly State-selected on
December 1, 19S0, ar.d (2 still remain in that category. (Clearly those
lands which were State-selected on December 1, 1960, art which have
become TA"d or patented since will be covered by the S ate Right-of-Way *
Lease.) Such a crant would have to receive the formal concurrence of

the State, prior _o ita issuance. The State"s concurrence would probably
be conditioned on the Federal lease®"s lapsing at the time of TA with the
State lease becoming effective simultaneously. The State lease must
contain a provision for the inclusion of lands which "hereafter'™ become
TA"d, patented, cr otherwise acquired. If a Federal Grant covering
selected lands is ultimately obtained by NWA, the TA would, of course,

be subject to the Federal crant conditions to the extent that the State
recognizes prior authorized activities conducted pursuant to that grant
prior to TA.

Any actions by Northwest on TA"d lands which do not comply with the
above-outlined procedure could place NWA in a trespass posture and would
be dealt with accordingly by the State.

3,
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Sociceconcnic_MalLters

I was pleased to receive NWA"s proposed socioeconomic planning activities
attached to your letter of February 16, 1932. However, as indicated by
NWA in the Initial, and only, negotiating meeting of July 12, 1991, and
corroborated by my letter to Kuhn of August 13, 1981, 1 have beer,
awaiting NWA"s written response to the draft Socioeconomic stipulations
given to NWA cn March 18, 1981. Thus far, there has been r.o response by
NWA, except for the NWA sociceccr.cmic planning document of February 16,
1952.

It cppears that ycur proposed sociceconcmic planning activities of
February 16, 1982, constitute a further elaboration ci your letter of
December 9, 1950, (C-DA-30-1139) , in which you outlined similar plsr.s.

As you noted in your December 8, 1530, letter, "the impact plans are
presumably a part of the Stipulations, and a compjj:-t s assassment requires
us to review them in their larger context" (emphases added).

While it appears that you have reassessed the plans outlined in your
December 3, 1900, letter in light of the initial craft Socioeconomic
Stipulations transmitted to your office on March 19, 1931, we are unable
to comment upon their adequacy in the absence of knowing how the proposed
planning fits into the larger context of the proposed Stipulations

which, as you correctly observed, needs to be done.

The State views NWA®"s obligation to minimise the cost impact to w..C
potential rate-cayers as being parallel to, and not in conflict with,
sound social impact management. Minimal disruption of services
infrastructure both inside and outside the corridor upon which c

project depends for support can only enhance the smooth progress

project construction. NWA estimates (Center Point Justification, Vol.
V, July 1, 1930, page 4-12) that each break in project cace.nce vill cost
two million dollars, and, given the close ar.d complex interrelatiaor.ship
between project activities and State and local support systems, the
possible points of inadvertent conflict ar.c disruption are many. NWA®"**
recognises this, as you point out in your December S, 1950, letter.

We believe that planning in these areas is important both to the success
of the project and for the avoidance of unnecessary disturbance to
Alaskan communities. However, the plans which you have set forth fall
far short of the extent of those premised by the April 1978, agreement
signed by Mr. McMillian and Governor Hammond. Clearly, NWA still has a
great deal of work to do. 1

NWA has expressed cost concerns for its potential rate-cayers; however,
the State sees little virtue in the concept of its communities ana seme
of its citizens suffering severe, adverse, unmitigated socioecor.cmic
impacts in order to reduce costs to the rate-cayers. ITWA has equally as
important an obligation to mitigate adverse impacts on Alaska as it does
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to attempt to mitigate the cost impact to the potential r-tFe-payers. We
tee ro iscssible reason for the Alaskan communities and adversely im-
pacted citizens to become, essentially, paying partners ir. the project
while not receiving the benefits which the other equity partners and the
rate-cayers would receive.

Sinilsrity 0f Federal and State Richt-of-Way Grant/Tease_

The -te has beer, working to have the technical and er.virc:-ental
segments of the State Right-of-way lease be as consistent with the
Federal Richt-ci-Way Grant as is prudent at the time of offering of the
lease. Though 1 anticipate the similarities to be very considerable,
differences are deemed necessary to reflect:

A) ::WA’s resccr.se, to cate, to the Federal stipulations;

3) Mevacant of the NWA pipeline RCW location, after development of
the Federal stipulations, to close proximity to State highways
at locations extending ever approximately 272 miles of the
right-of-way;

(6] Socioeconomic implications (including plans identified in my letter
of March IS, 1951) to citizens of Alaska net addressed by the
Federal Right-of-Way Grant;

D) Additional State concerns for the health, safety, and welfare of
State citizens;

BE) Additional Stipulation 1.6.1 Plans to cover the Haul Road and the
possible choiceby contractors to use snow/ice workmans and roads;

F) The State lease Stipulations will not contain a preamble; and

G) The State lease will contain additional language dealing with Stop
.Orders and ether matters which, in the Federal Grant, are covered m*
by regulations incorporated by reference.

You have expressed concerns regarding the potential inclusion of a field
authorization procedure in the State Richt-of-Way lease. It is the
State’s position that field authorizations to proceed are necessary
since Notices to Proceed (NTP’s) will be issued, generally, many months
prior to the beginning of work and prior to contractors’” bidding on the
work covered by the NT?. It is not the "purpose of the proposed field
authorizations to change the stipulations of a Right-of-Way lease. The
r-incipal purpose of the field authorization is to provide a check on
field conditions, field staking (where necessary), and compliance of the
contractor®s work plan, submitted immediately prior to the initiation of
work, with the lease stipulations. I certainly agree that the contractor
must not be exposed to the possibility of having conditions of the

19,
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lease, principally the stipulations, subject to unilateral chance by the
State during the course of the bidding and contract award processes or
during the mobilization and construction processes.

It is also important for a high level of government authority to be
located in the Tfield to expedite field chances proposed by the con-
tractors through the project sponsors. The Tfield authorization also
vill allow this to be achieved, and it should be a positive improvement
of the State Riyht-cf-Way Lease ever the Federal Richt-of-Way Grant.

You have mentioned that the field authorization concept may affect
"fixed-or ice cortractine.” 1 think ycur concerns have been adoressee
above; however, the State is concerned about possible interpretations of
what "fixed-prioe contrac t actually is. Goes A rear, that it will
contract on the basis of a fixed-ccst for a completed -tread of pipeline
or a completed foot of pipeline, or does it mean, o. the other hand,
that NWA Will cc.-.tract, for example, cn a fixed-cr.it basis per cubic
yard of excavation for trench, wcrkpaa, haul, etc.? The concept of a
fixed-ur.it price bid for each of the separate components of a corpleted
unit of pipeline is net a fixed-prioe bid, but is, rather, an cper.-er.ded
bid. Such unit-cost bidding would not meet the concept of fixed-prioe
bidding required by the President®s Decision and would certainly leave
the possibilities for cost overruns wide-open. Indeed, it would probably
promote cost overruns. The State is curious to know what JrWA"s precise
definition of the term "fixed-price contracting" Iis.

Highway Hatters

You have expressed concern about the State"s position that ail highway-
related matters must be brought to agreement simultaneously.

Cn January 26, 19=1, (NWA-51-70) , the SPCO informed >WA of the key

issues which require negotiation between IBA and the Alaska Department

of Transportation and Public Facilities (AEOT/PF). Included with that
letter was an identification of 13 points requiring resolution in addition
to Highway Indemnification. It is the intent of this office to include

as a binding part of the lease an agreement between ACOT/PF and NWA

which addresses the following:

Highway Indemnification;
“Alignment;
Construction scheduling (minimize conflicts between NWA and
ADCT/PF highway improvement plcgrams);
Yukon River Bridge (risk analysis);
-lce Cut Hill;
Five-Mile Airport;
Governor®"s Haul Road Policy;
Pipe Haul, corresponding permits, methods, and scheduling;
Regulatory enforcement (weights, measures, public safety);
Security within the camps and along the Haul Road;

18,
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The use of various State airports and the need for i.r.creve-
rent of existing facilities;

Atigun Pass; and

Availability of Mineral Materials.

Thus far, irWA has been quite anxious to reach agree.-ants with the Stats
on those critical areas in which NWA cesiros to obtain special con-
cessions from the State to allow the pipeline to be constructed within
the Salter. Highway and, in some cases, beneath the reed surface, while
exposing the State and the driving public to the attendant risks,
hazards, and traffic delays on this rose important of the State®s industrial
highways, not to mention additional risks to the Yukon P.iver Sriire’s
integrity and to the transportation (anc_ production) cf crude oil free,
the berth Slope. Tor more than two years, the State has repeatedly, (by
letter and verbally), indicated that NWA rust develop, for the State"s
review and approval, therral analyses and appropriate mitigation.designs
for thaw settlement for the approximately 270 riles of workpad, which
would severely impact the short-and long-term stability of the highway,
immediately adjacent to the Prudhce Say highway. To cate, though NWA
has developed preliminary prcposed designs and construction plans for
the Yukon River Bridge, Ice Cut Hill, and Aticun Pass, no_such ler.g-term
thermal cesicn or thaw settlement mitigation designs have been presented
by :JWA to the State for review.

NWA®"s construe:ion plans call for considerable highway-hauling of pipe
and gravel in @ overload or over-dimer.sicn mode. Such loads are
hazardous to t-e driving public and generally destructive to the high-
ways involved. NWA has stated that it wants to be treated in a "r.on-
ciscrim.ir.atory" fashion with regard to highway usage. It interprets the
term "ton-discriminatory”™ to allow NWA to inflict highway damages which
the State has estimated to potentially be approximately SI173 M (19S0O
S"s). Thus, on the one hard, NWA wishes the State to "sign off" new on
the very considerable concessions which NWA desires from the State that
will clearly discriminate against the traffic rights of other users of
the highway and will certainly create massive additional road maintenance
problems; while, on the other hand, NWA wishes to celav, until seme
undesigr.ated future time, resolution of the iImportant matters of thermal
design of 270 miles of work cad and of the highway damages which NWA®s
work plans clearly indicate will occur to the State"s highways. In
addition, NWA"s risk analysis supporting its desir~ to locate its pipe
on the Yukon Paver Bridge has iencrea the potential losses cf revenue to
the State and the North Slope oil producers which a possible disastrous
gas pipeline-generated accident could cluse. That risk analysis has
also ignored construction activities risks. Thus, the risk analysis, by
virtue of its incompleteness, really dees not answer the question, "What
is the risk to the State and others of the construction and operation of
the NWA vice on the Yukon River Bridee?"



E. Kuhn Face 7 June 18,

NWA-82-038

The State declines to accept hundreds of million of dollars of NWA
highway and other damages while simultaneously giving NWA hundreds of
millions of dollars of concessions for which the State and travelling
public would incur indirect expenditures. It also declines to need-
lessly endanger the continued, timely production of crude oil from
Frurihce Eay. Thus, the State insists that all highway related matters
must be resolved simultaneously in a single agreement. The State
Department of Transportation and Public Facilities is prepared, as it
has been for the past two years, to discuss any or all highway matters
with NILA which would lead to a complete, acceptable agreement.

Ssparets _Lease fcr Pipeline and Ccndi lioninc Plant

The State accepts the concept of separate ?.0V leases fcr the cas con-
ditioning plant and the pipeline across State lands, when highway
related anc socioeconomic matters are satisfactorily resolved for
inclusion or reference in the two RCW leases and when KVA has satisfied
certain other conditions (discussed later).

Cn April 17, 19S1, Commissioner LeRasche waived the requirements fcr the
filing of a separate Form DL1C-120 (pursuant to 11 AAC S0.CCS) for the
Conditioning Plant because the Plant was to be included as an addendum
to the Pipeline Richt-of-Way Lease. Since NWA has recently determined
that it desires separate leases fcr the pipeline and conditioning

plant, a Form DL11-120 for the Conditioning Plant lease must be filed.

Certainly, according to the present project schedule, the two leases
can be developed and could go to the required public hearings well in
advance cf initiation of construction unless, of course, NWA continues
to ignore the State"s important highway and socioeconomic concerns.

Subsistence

Not discussed in your letter of February 16, 1982. is the topic of
subsistence, addressed in my letter of May 14, 1981. The impacts cf the
project on various rural subsistence users (subsistence hunting, Tfishing,
trapping, etc.) may be quite important. In my letter I nctec that NWA
would have to be prepared to identify and set forth the potential
subsistence impacts of the project and commit to appropriate impact
mitigation plans. I stated that subsistence use cf resources requires
the continued presence, during construction, of normally usable resources
and the timely accessibility to the resource for the users. NWA studies,
to date, address the present existence cf seme subsistence resources.
This ar.d information documenting the present subsistence use of such
resources must be related by NWA to the presence and accessibility of
the resources to subsistence users curing the construction process. If
the construction process and scheduling cannot reasonably accommodate
normal subsistence resource harvests in the area, proper mitigation

19
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procedures must be set forth by MNA for review and discussion -;rong the
people effected so that a suitable set of mitigation procedures, wh”re

necessary, may be finalized, approved by the State, and Implemented by
NWA .

Acplliability of AS23.35 to Temtorarv Eacilities

Wn requested, in the January 3, 1932, and the Mairh 29, 19=2, letters,
that the State ?.CN lease (AS 38. 35) cover temycrary Tfacilities. V. hersas
I had initially hcped that temporary facilities, including access reads,
camps, .disposal sites, cculd be included under AS :-8.25, | have now
determined that leases issued pursuant tc AS :=.25 can -.over only the
.zemsnenz niceiir.e uacilities (fcr example, if c-mr.ar.c access reads
can be identified, )WA should submit a list cc these to the State for
inclusion under AS 33.35) including the pipeline. All remaining facilities
(temporery—use areas, including disposal sites! will be processed under
AS 23.05, art the possibility of issuing 23.25 permits for period m
excess of one year is being explored. However, 1 have not requested a
formal Attorney Generals (AG’s) opinion cn the applicability of AS 28.25
to temporary fTacilities. Should NWA wish to pursue this tcpic further
(AG"s opinion) please inform Ccmxissicr.er Kate.

Further Frocessir.c cf the Facht-cf-Wav lease

Several deficiencies exist at this time in the IWA Right-of-Way lease
application. The details of the deficiencies are dealt with by a separate
letter, however, a summar; cf the deficiencies are as follows:

D No valid application exists for t-s ccr.ai-icr.ir9
plans (previously discussed, page 7);

2 When NWA filed its pipeline Right-cf-Way lease with the State it
deferred submission of several items pending then ongoing work with
State and Federal agencies in the preparation of key "1.6.1 Plans".
These plans have still not been completed, and by virtue of NWA"s
cancellation of its pre-lease, reimbursable services agreement with
the State, State participation in the ore Right-of-Way Lease development
of the lease application is no longer possible. Thus, the NWA"s stateme:
in several locations cf its lease application justifying deferral
is no longer valid. Prior to further processing of the Lease, now
through normal State operations, these items of the application
must be properly completed and submitted for review; ana

t

)] In NWA’s lease application several very subjective statements are
mace in support of NWA’s financial capability to perform the trans-
portation proposed in its application. It is abundantly clear that
though the President"s Decision and a Federal Right-of-Way Grant
(and later, the "wailver package') are necessary to allow NWA to
obtain financial capability to perform the actions outlined ir. the
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Right-of-Way Lease application, they do not provide or guarantee
such financial capabilities. Also, a definition of all persons
owning or planning to own an interest in the project has not been
provided in the application, as is required by statute.

Because of the continuing absence of the items mentioned above, as
required by AS 38.35.050 and 11 AAC S0.005, it has not been possible for
the State to move to the procedures set forth cn AS 33.35.CSC(a), (b),
and (¢) which must preceed a decision on the application as required by
AS 38.35.100.

To summarize: a complete lease application must be Tfiled fcr the Ccr.ditic
Plant, and the lease application for the pipeline Richc-cf-Wav must be
amended to properly and completely address the information required by

AS 38.35 and 11 AAC S0.005. When the existing lease application have

beer, properly amended, the lease application processing vill be carried
forth through the normal State processing procedures fcr such applications
The most recently announced project delays of three years should provide
adequate time for processing thrcug"n the normal channels if NWA provides
the necessary information to complete its lease application in a timely
manner. However, if NWA continues to ignore important aspects of its
Right-of-Way lease application, it will create additional delays which,
certainly, the State will have no control ever. NWA should be advised
that the review of the significant amount of still outstanding information
for the lease application will require several months prior to proceeding
with the requirements of AS 38.35.CSO and AS 38.35.100. Public hearings
also require lead time. Thus, processing of a crcperly ammended Richt-
of-Way Lease application will not be an instantaneous master. It is

thus, extremely important that the numerous remaining deficiencies in
the lease application, which I have summarized above and itemize by
separate letter, be properly addressed according to a realistic time
schedule if NWA is not to create additional, future delays in the
issuance of the appropriate leases.

Sincerely, -

Charles E. Behlke
State Pipeline Coordinator
Office of the Pipeline Coordinator

CEE/ce 1

cc: John Katz, Commissioner, Department of Natural Resources, Juneau
Wilson Condon, Attorney General, Department of Law, Jur.eau
John Rhett, Federal Inspector, Office of the Federal Inspector,
Washington, D. C.
Robert Loeffler, Counselor, Morrison and Foerster, Washington, D. C.
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DIVISION OF PIPELINE SURVEILLANCE

June 21, 1982

Edwin A. Kuhn, Director

Government 5 Envircnrr.ental Affairs
Northwest Alaskan Pipeline Company
One Lafayette Centre

1120 2Cth Street, N. W. , Suite S-700
Washington, D. C. 20036

Re: Further Processing of the Right-of-Way Le35e(s) Referenced in the Behlke
(NWA-32-038)

to Kuhn Letter of June 18, s
Dear Hr. Kuhn:

The following project developments:

D NWA®"s decision to request a separate right-of-way

cond ition ing piant;

2 Multi-year delay inthe project schedule;

M
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RBA
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lease for the

3 Cancellation of thereimbursement agreement with the State for pre-

right-of-way lease work;

have resulted In substantial chances

Alaskan Pipeline Company (NWA) Right-of-Way

future processing by the State.

The Department of the Interior (DO1) Right-of-Way Grant as
Northwest Alaskan Pipeline Company on December 1, 1350,
of Stipulations that had been developed with significant
representatives of the State of Alaska.

The overall objective,

the status of the Northwest
lease application and of its

issued to

contained a set
input from

as you

are aware, was to have a State Right-of-Way Lease with stipulations

similar to the DO1 Right-of-Way Grant,

an objective the State still

maintains. Therefore, iIn the past severa.l years the majority of NWA
project.re lated documents which received a coordinated State agency

review have actually been fulfilling requirements of the DOI
Way Grant as well as the pending State Lease.
filed its pipeline right-of-way lease with the State,
of several items pending ongoing work with State anc Federal
the preparation of key "1.6.1 Plans"™ which

For example,

Right-of-

when NWA

it deferred submission
agencies in
indicated would serve two
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purposes; 1) be elements of the right-of-way lease application, and, 2)
satisfy subsequent lease stipulations. With an adequate level of State
agency review, this was an acceptable process. Indeed completed 1.6.1 Plans
would, 1in general, go farther than required for right-of-way lease applications.
Hcwever, these plans have not been completed, and, by virtue of NWAT"s
cancellation of its pre-lease, reimbursable services agreement with the
State, State participation in further reviews of post-lease related

items (i.e., 1.6.1 Plant) is not possible. Those key 1.6.1 Plans which
were to have been prepared in conjunction with State and Federal agencies
and which were to satisfy both the requirements of the lease application

and subsequent lease stipulations include the following 1.6 Plans referenced
in the applicat ion.

Blast ing

Camps Plan

Clearing Plan

Environmental Srierincs Plan

Fi re Control Plan

Pesticides, Herbicides and Chemicals
Quality Assuran®.e/Quality Control
Human-Carnivore Interaction Plan
Restoration Plan

Visual Resources Plan

River Training Structures

Stream, River and Floodplain Crossings
Wetland Construction

Erosion and Sedimentation Control

Oil and Hazardous Substances Control, Cleanup and Disposal

Additional deficiencies iIn NWA"s Right-of-Way Application are identified,
as listed below:

D Schedule - the schedule, as filed, is obviously incorrect in light
of recent announcements. NWA should at such time as it is prepared

to do so, provide realistic estimates of initiation and completion
dates to which it intends to adhere;

2) It is not possible to determine from the present application NWA"s
technical capability to:

a) -protect property interests;

b) prevent adverse environmental impact;

(0)) undertake necessary restoration and revegetation;

d properly develop material sites or disposal sites; and

e) protect th_ interests of subsistence resource users along the
pipeline right-of-way and in the vicinity of related activities.
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K)) The present application dees not demonstrate the applicant®s financial
capability to fulfill the requirements of A.S. 38.35.100. Extensive
rhetoric, submitted in support of NWA"s financial capability to
perform the proposed transportation, related only to government
approvals (President®s Decision, Federal Right-of-Way”~Grant, etc.)
which do not prove the sponsor®s financial capability to perform
the proposed transportation of natural gas. Though the items
enumerated by NWA, 1in support of its application, (plus the later
waiver package approval) are some of the conditions necessary for
the obtaining of financing, events of the past year certainly prove
that they do not provide financing. When the NWA financial plan is
ready for submission to the FERC, it also should be submitted to
the State as part of an extensively amended application for a State
Right-of-Way Lease, so that the Commissioner may reasonably determine
if NWA is actually financially capable to perform the transportation
proposed;

K No agreement has keen obtained with Alaska Ceoert-ent of Trar.spc.rtaticn
and Public Facilities (ADOT/PF) covering highway useece, damage,
and encroachments (Yukon River Bridge, Aticun Pass, Ilce Cut Hill,
proximity, thermal workpads, etc.); ana

5 As indicated before, a conditioning plant lease application shouid
be filed separately.

6) AS 38.35.050 also requires that all persons planning to own an
interest in a pipeline must join in the application. The application
must be amended to reflect changes in interest iIn ownership.

/1\t appeared last year when NWA filed its lease application that NWA"s
financial capability would now be established, and, through work and
negotiation with the State, NWA would be able, by now, to satisfy the
lease application requirements of A.S. 38.35. Unfortunately, those
developments, optimistically anticipated by NWA and this office a year
ago, have not happened. At this point, the lease application dees not.
meet the requirements of A.S. 38.35*050 to the extent that the analysis
required under A.S. 38.35.080 could be properly accomplished and the
Commissioner could make the decision required under A.S. 38.35*100.

When the proper amendments have been provided and when the separate
conditioning plant lease application has been received by this oifice,

the pipeline lease application and the conditioning plant application
processing will again be resumed through?the normal State pipeline

leasing process. The recently announced, delays preside more than adequate
time for NWA to provide the State with the amendments for further processing
of the lease(s) as well as providing more than adequate time for the

State to process the lease prior to the time it will actually be needed.
This is, of course, only true if NWA does not allow the preparation of

the application amendment and the plant lease application to Jrag on.



Sincerely,

a ,

Charles E. Sehlke
State Pipeline Coordinator
Office of the Pipeline Coordinator

CE3/de

cc: John Katz, Comnissloner, Department of Natural Resources, Juneau
Wilson Condon, Attorney General, Department of Law, Juneau
John Rhett, Federal Inspector, Office of the Federal Inspector,
Washington, 0. C.
Robert Loeffler, Counselor, Morrison and Fcerster, Washington, D



1(1) Public Lands § 38.35.110

p *5835100 Decision on application, (@) The commissioner
P * X™@¥ N\ determine, on an application filed under AS 38.35.050,
A pplicantis fit, willing and able tp perform the transporta-
wneracts proposed 11 £ MARAGY Hiat Wl BL rosReed B Mo
future public interest. In making a determination the com-

Shall consider whether or not

W, proposed use of the right-of-way will unreasonably conflict
a injt u<=es of the land involving a superior public interest;

, nplicant has the technical and financial capability to protect
S ,Ind private property interests;

the iipphcant #as technical and financial capability to take
J to the extent reasonably practical to

revent any significant adverse environmental impact, includ-
8ot not limited to, erosion of the surface of the land and damage to
, nd wildlife and their habitat;
tpi undertake any necessary restoration or revegetation; and

ip protect the interests of individuals living in the general area of
0* right-of-way who rely on fish, wildlife and biotic resources of the
ftvi for subsistence purposes;

141 the applicant has the financial capability to pay reasonably
ttfreoeable damages for which the applicant may become liable on
(Uims arising from the construction, operation, maintenance or ter-
O4tuition of the pipeline.

ibi Ifthe commissioner makes these determinations favorably to the
upphcant, then the commissioner may grant the whole or part of the
Bpplication. Otherwise, the commissioner shall deny the application.
Inorder to grant the whole or part of the application the commissioner
*Kail offer a lease to the applicant for its acceptance through signing
U the lease and agreeing to comply with its terms, conditions, and
obligations. Only upon proper acceptance of offered lease by the appli-
cant within 30 days after its having been presented is the grant of the
?ﬁ)z%(-:ation consummated. (8 1 ch 72 SLA 1972; am § 9 ch 3 FSSLA

See. 38.35.110. Term oflease. Each lease ofstate land for pipeline
right-of-way purposes shall contain a provision that the lease shall run
foraspecified term of not greater than 30 years, and shall be renewable
for additional periods of up to 10 years each, so long as the lessee is in
commercial operation and is in full compliance with all state law,
including but not limited to state law pertaining to regulation and
Uxation of the pipeline facility, and is in compliance with all terms of
die lease. In making this determination the commissioner shall take
into consideration the cost of the proposed pipeline, its useful life, and
the probable financing requirement for the proposed pipeline. (8 1 ch
'2SLA 1972; am § 10 ch 3 FSSLA 1973)
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mAre theJapanese and South Koreansfinally

gelling ready to buy Alaskan natural gas?

Gas for the lamps
of Seoul?

By Lawrence MInard

T rthe Japanese, Koreans and Tai-

wanese are serious abnut reducing

their tracesurpluses— $81 billion,
combined, k", ;ar— against the US_,
there isa U.S. product to which they
could quickly commit: Alaskan nacu-
ral ggs. So much natural gas comes up
wi'th the crude ail on the North Slupc
that the Punlliuc Bay field’s owner-
operators, Standard Oil and Arco, arc
reinlccting the ges at the rate of 26
billion cubic festaday (bef/d)-

Over the years, several schemes
have been advanced to create a mar-
ket for the ges. One was the Alaska
Natural Oas Transporta-
tin .System (Angts) pro-
posal, which was ap-
proved by the U.S. and Ca-
nadian governments in
1977. Under it, a 4,790~
mile pipeline would have
been buikt from the North
Slope through Canada,
piping tre. gas imo mid-
western and Califomia
markets(sfemap). Project-
ed oost in 1930: about 540
billion, which reflected
inflation and interest
rates at the time.

The Angts proposal re-
mains the only federally
approved gas pipeline
project. But fallirg energy
prices have postponed the
proicer, perhaps  indefi-
nitely: five of the original
ten members of the con-
sortium- backing Angts
have dropped aut. Says a
leading North Slope oil
executive bluntly: ""Angts
isdead.”

What may have inure

N

life in it is a fivcycar-old competing
proposal by Anchorage®s Yukon Pacif-
ic Corp. to ship liguefied natural gas
across the Pacific. Yukon Pecific has
substantial backers, Including CSX
Corp., with a onc-third imterest, for-
mer Alaska Governor Walter j.Hickcl
and other Inestors, with another
one-third] and Supra Corp-, one-third.
Supra®s owner9 Include former Aren
Chairman Robert 0. Anderson and
shipping magnate Daniel K. Ludwig.
Yukon Pecific’s proposed Trans-
Alaska Gas System (Tags| would run a
pipeline along most of the existing
Trans-Alaska nil pipelire’s rigtt-of-
way 800 miles south toValdez. There

J«i wumu tie jigreitd and
shipped to Asia-

In his modest Anchorage offices,
Yukon Pecific Chief Executive How -
ard Griffith says he would liketomar-
ket all 14 million metric tons of lique-
fied natural gu3h year (the equivalent
of around 2billion cubic feet chilyl of
North Slope gas awailable. But Tags,
he adds, could he viable on half that
volume.

Japan Is the most obvious prospect.
It currently consumes around 28 mil-
lion metric tons of gas amually, most
of itimported from Indonesiaand Bru-
rei. Projecting energy needs isnotori-
ously diffiault. But according to the
Japan Gan Association®s latest fore-
cast, Japanese gas consumption will
lize  over 42 million metric tons
annual ly sy the year 2000. Yet con-
tracts ano commitments have been
signed for up to 35 million metric
tons. Yukon Pacific wants to supply
the additional 7 million or 8million
metric tons.

But so large sTags” sale, says Yu-
kon Pecific Treasurer Mead Tread-
well, that "Tt"s too big for any one
cuuiuiy to take on." For Tags towork
well, Korea would have to sign on for
around 6 million metric tons a year.
Or Taiwan would have to.

Why have the Asians so far failed to
commit t Alaskan gas! Price, main-
ly. In 1982 the estimated cost of Tags”®
pipeline, compressor stations and 15
LNG tankers was 514 billion (some
527 billion, factoring in inflation and

prevailing interest rates).
That put Alaskan gas at a
steep disadvantage
against gas from Indonesia
and Brunei . Alaskan gas ks
still at a disadvantage, but
somewhat less 0. Falling
inflation and Interest
rates, and improved
knowledge of arctic and
subarctic construction
gleaned from the North
Slope™s 1974-84 building
boom, have ly re-
duced all North Slope
construction ocost projec-
tios. Says Treadwell:
""Once we applied a lot of
study tu chat 514 billin
number, we came up with
less than 510 billin, ar
lesst 106 less."
Treadwell expects the
U.S.-Japan Energy Work-
ing Group, created by
President Reagan in 1983
t promote U.S. energy
exports to Japan, will con-
clude this year that Tags
is viable. He predicts ﬁ?
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Japanese will sign letters of Intent to
4my AlL13<In gas early next year, with
celiveries beginning in 1995 or 199%.
Treadwell also notes that the Com-
merce and State dep.irtn.ents have
forceful ly raised the gas i0te in trade
talks with the Japanese and Knieain..
“"Support like “hat,'” says Treadwell,
“'doesn™t go unnoticed over there."
ifYukon Pecific can <ll gas 1o the
Asians and arrange Tags® financing, it

will still face a figtt from Hsprimary
competitor, the Alaska Netdir.il Gas
Transportation System. Late last
month, lawyers for Angta Insisted to
the Federal Encigy Regulatory Com-
mission that Angts has cxclusi’e
right to maiket existing North Slope
gas tesenes, implying thai aukon Pa-
cific has nothing t =ll. On Yukon
Pecifics sice In this debate is the state
of Alaska. Itdoesn™t care who trades

In Ksges, so long as someone doe9.

Standard Oil President Frank Mo-
@er would also like © Gl his ITtd*
hoe Hay ggs. Mosicr dnuhts that either
Angts or Tags will move ahead until
oil gets back over $°5 a harrel. But he
says: "If someone can make Tng9
work, we stand ready to make our gas
availahle. We"d feel blesicd if some-
thing happened to allow us tomarket
our Noith Slope gas.”" m
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STEVE COWPER, GOVERNOR

400 WILLOUGHBY AVE.
JUNEAU, ALASKA 99801
PHONE: (907) 465-2400

OFFICE OF THE COMMISSIONER

February 16, 1987

The Honorable Lloyd Jones
Chairman _ _
Senate Transportation Committee
Alaska State Legislature

P.O. Box V

Juneau, AK 99801

Dear Senator Jones:

Subject: Senate Bill 108, relating to decisions on
right-of-way lease applications.

Position: The Department of Natural Resource supports the
amendment to the oil and gas pipeline H%h.t-of-_way leasing
statute (AS 38.35.100(bh)) described in this bill.

Background: Senate Bill 108 would allow the commissioner to
issue a conditional pipeline right-of-way lease even if the
applicant is not presently "fit, willing and able."

The existing "fit, willing and able" standard requires th~

applicant to be nearly ready to begin construction before a
right-of-way lease can be issued. In other words, financing
has to be reasonably assured, gas sale contracts and markets
in place, and construction designs substantially completed.

The commissioner currently has only one alternative to
flndln% an applicant "fit, willing and able," and that is to
deny the application. This bill would provide the
commissioner with an additional alternative; the ability to
issue a conditional right-of-way lease, subject to
conditions that ensure the applicant will become "fit,
willing and able."

This bill would have a positive effect on the economic
development of pipeline projects in Alaska and would not
reduce the "fit, willing and able" standards an applicant
wpuldl_be required to meet prior to actual construction of a
pipeline.



The Honorable Lloyd Jones -2- February 16, 1987

Recommendation; To ensure that the applicant is required to
become ™"fit, willing and able”™ within a reasonable period of
time, add the words "within a prescribed amount of time"™ to
line 15, after the word able.

Please let me know if you would like additional information.
cerely,
Vm & J ]

AuditH M. Bradv
ommissioner (

cc: Committee members
Governor®"s Legislative Liaison
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400 WILLOUGHBY AVE.

I oo R JUNEAU. ALASKA 99801-1796

PHONE. 1907) 465-2400

OFFICE 0O F THE COMM®SSI1IONER

March 31, 1987

The Honorable Sam Cotten
Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Dear Representative Cotten:

The purpose of this fletter is to provide an explanation of
how the proposed change in the right-of-way leasing statute
(HB 118) will affect the processing of oil and gas pipeline
applications,

Under the existing statute, before an application is .
accepted by the department, it must be complete. That is,
it must contain any and all data, information, plans, and
exhibits deemed necessary by the commissioner to accomplish
the pre-public hearlnq analysis, and the final decision to
issue or deny, which follows the public hearing. A major
element of the final decision is the commissioner's
determination that the applicant is "fit, willing, and able"
to perform in a manner consistent with the public interest.

The "fit, willing, and able" determination is an in-depth
analysis of the aﬁpllcant's financial and technical
capability to perform as expected. Some considerations
add{eased under the "fit, willing, and able" standard
include:

1. The status of financing arrangements;
2. Whether there will be oil or gas sales contracts

dedicated in sufficient quantities to support the
project; and

3. Whether the extent of preparation shows that this
applicant can build the project as planned.
If the commissioner decides favorably for the applicant with

regards to the "fit, willing, and able" determination, a
right-of-way lease can then be offered. However, a negative
determination results in an outright denial.

STEVE COWPER, GOVERNOR
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The proposed statutory amendment (HB 118) would provide an
additional option by allowing the commissioner to issue a
conditional right-of-way lease. What follows is the state"s
understanding of how the adjudication process will work with
the passage of HB 118.

Project review, adjudication, and monitoring will take place
in five stages. Those stages are:

1. Pre-application, application, and conditional right-of-
way Issuance.

2. Preconstruction (including field programs).
3. Construction (including rehabilitation).
4. Maintenance and operations monitoring.

5. Abandonment.

Stage 1 is characterized by the identification of issues,
scoping, and development of work programs. A great deal of
time iIs devoted to coordination with federal, state, and
local government agencies to develop a consistent approach
to the development of lease language, the administration of
lands within the corridor, and a joint monitoring and
surveillance program. Examples of Stage 1 tasks are

presented below:

1. ldentification of key technical personnel needed to
resolve resource related issues. Included is the
development of agency budget needs for Stages 2 and 3

of the project.

2. Development of a State Administrative Order to
establish the roles of the participating state
agencies, and their relationship to each other, and to
establish appropriate authority.

3. Expedited resolution of general route issues.

4. Extensive coordination with the appropriate federal
agencies to develop the following:

(@ Consistent language (terms and conditions) between
the state right-of-way lease and the federal

right-of-way grant.

G A joint agreement on the administration of lands
along the pipeline corridor; and
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foen>- . . o .
ef joint monltorlnq_and surveillance agreement to
cover the entire life of the pipeline project.

Expedited review and comment on the draft and final
environmental impact statements, the Corps of Engineers
Section 10/404 permits, and coastal zone consistency
determinations on various aspects of the project.

Development of list of issues and concerns that must be
resolved prior to issuance of the Authorization to
Construct, Included are the procedures necessary to
implement the grogram. This work essentially sets the
work plan for Stage 2.

ldentification of s[)ecilal technical studies that must
be completed prior to final design approval. Such

studies include, but are not limited to, stream cross-
ings, cold or hot pipe effects on surface or subsurface

waters, air and water quality monitoring, and pipeline
integrity.

Review the permitting strategy provided by the appli-
cant. This information is incorporated in the lease
terras and conditions and used as milestones to be
Sccompdllshed prior to issuance of Authorization to
roceed.

Establish a conceptual agreement with the applicant
about facilities use, maintenance, and repair. This
agreement forms the basis for reimbursement to the
state for repair or reconstruction of roads, airports,
or other state facilities.

10. Establish procedures for preventing conflicts between
existing and R1r0 osed facilities, including but not
limited to, ANGTS, TAPS, and state highways.

To protect the various state interests, the lease would be
conditioned in such a way that the commissioner's "fit,
willing, and able" determination would be made during _
Stage 2. In any case, the determination will be made prior
to the issuance of the Authorization to Construct. A
process and schedule will be established through the terms
and conditions to establish explicit deadlines for resolving
issues and making the necessary determination. The overall

intent is to ensure that issues are resolved well in advance
of actual construction.

Stage 2 involves a high level of involvement of agency
personnel. Depending on the size and scope of the B_rOJept
It is appropriate to consider establishing a State Pipeline
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(c) A joint monitprin%.and surveillance agreement to
cover the entire life of the pipeline project.

5. Expedited review and comment on the draft and final
environmental impact statements, the Corps of Engineers
Section 10/404 permits, and coastal zone consistency
determinations on various aspects of the project.

6. Development of list of issues and concerns that must be
resolved prior to issuance of the Authorization to
Construct. Included are the procedures necessary to
implement the grogram. This work essentially sets the
work plan for Stage

7. Identification of special technical studies that must
be completed prior to final design approval. Such
studies include, but are not limited to, stream cross-
ings, cold or hot pipe effects on surface or subsurface
waters, air and water quality monitoring, and pipeline
integrity.

8. Review the permitting strategy provided by the appli-
cant. This information is incorporated in the lease
terms and conditions and used as milestones to bhe
gccompdllshed prior to issuance of Authorization to
roceed.

9. Establish a conceptual agreement with the applicant
about facilities use, maintenance, and repair. This
agreement forms the basis for reimbursement to the
state for repair or reconstruction of roads, airports,
or other state facilities.

10. Establish procedures for preventing conflicts between
existing and Rjro osed facilities, including hut not
limited to, ANGTS, TAPS, and state highways.

To protect the various state interests, the lease would be
conditioned in such a way that the commissioner's "fit,
willing, and able" determination would be made during _
Stage 2. In any case, the determination will be made prior
to the issuance of the Authorization to Construct. A
process and schedule will be established through the terms
and conditions to establish explicit deadlines for resolving
issues and making the necessary determination. The overall
intent is to ensure that issues are resolved well in advance
of actual construction.

Stage 2 involves a high level of involvement of agency
personnel. Depending on the size and scope of the B[OJe_C'[
It is appropriate to consider establishing a State Pipeline
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Office. This ofrice would be staffed by personnel from
participating state agencies having the responsibility to
collect data (fish and wildlife, habitat, ailr and water
quality, geotechnical, hydrological, etc.) necessary for
final design approval, and will authorize the beginning of
construction. Baseline studies will be conducted, and
review of design concepts, criteria, and specifications will
be conducted.

Stage 2 will culminate with the commissioner®s "fit,
willing, and able™ determination, and the issuance of the
Authorization to Construct.

Stages 3, 4, and 5 will proceed normally, unaffected by the
statutory change represented in HB 118.

Under AS 38.35.140 (b) the lessee is obligated to "reimburse
the state for all reasonable costs incurred iIn processing an
application filed under AS 38.35.050 and in monitoring the
construction of the pipeline on the right-of-way.” Accord-
ingly, state agencies such as the Alaska Departments of Law,
Natural Resources, Fish and Game, Environmental Conservation,
and Transportation and Public Facilities expect to enter

into a reimbursement agreement with any applicant. A
reimbursable services agreement shall include, but not be
limited to, pre and post application stages, pre-construction
and construction, and maintenance and operation monitoring.
Pre and post application activities include iInter-agency
negotiations and review of relevant documents. Agencies may
require the lessee to piovide direct services, such as
transportation and lodging, in lieu of reimbursement.

The Department of Natural Resources supports HB 118.

Passage of the bill into law will likely result in an
increase in applications for pipeline rights-of-way and a
corresponding work load. I believe it is In the state”s
interest to do so as it introduces a higher level of consis-
tency to the department®s adjudication process, encourages
the participation of smaller companies while not discourag-
ing participation of larger ones, and provides protection
against speculation by incorporating terms and conditions
requiring performance standards, which if not met, could
void the lease.

icerely,

Judith M. Brady
Crammissioner

cc: Rod Swope, Governor®s Office
George Sullivan, Govenor®s Office



STEVE COWPER, GOVERNOR

o o 400 WILLOUGHBY AVE.
‘ ' - - JUNEAU. ALASKA 99801-1796
PHONE: (907) 465-2400

OFF*CE OF THE COMMISSIONER

March 26, 1987

The Honorable Jay Kerttula
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Senator Kerttula:

The purpose of this letter is to provide an explanation of
how the proposed chango in the right-of-way leasing statute
(SB 108) will affect the processing of oil and gas pipeline
applications.

Under the existing statute, before an application is accepted
by the department, it must be complete. That 1is, it must
contain any and all data, information, plans, and exhibits
deemed necessary by the commissioner to accomplish the
pre-public hearing analysis, and the final decision to issue
or deny, which follows the public hearing. A major element
of the final decision is the commissioner®s determination
that the applicant is "fit, willing, and able”™ to perform in
a manner consistent with the public interest.

The ™"fit, willing, and able™ determination is an in-depth
analysis of the applicant®™s financial and technical capability
to perform as expected. Some considerations addressed under
the "fit, willing, and able™ standard include:

1. The status of financing arrangements;

2. Whether there will be oil or gas sales contracts
dedicated in sufficient gquantities to support the
project; and

3. Whether the extent of preparation shows that this
applicant can build the project as planned.

IT the commissioner decides favorably for the applicant with
regards to the 'fit, willing, and able"™ determination, a
right-of-way lease can then be offered. However, a negative
determination results in an outright denial.
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The proposed statutory amendment (SB 108) would provide an
additional option by allowing the commissioner to issue a
conditional right-of-way lease. What follows is the state"s
understanding of how the adjudication process will work with
the passage cf SB 108.

Froject review, adjudication, and monitoring will take place
in five stages. Those stages are:

1. Pre-application, application, and conditional right-of-
way 1Issuance.

2. Preconstruction (including field programs).
3. Construction (including rehabilitation).
4. Maintenance and operations monitoring.

5. Abandonment.

Stage 1 is characterized by the identification of issues,
scoping, and development of work programs. A great deal of
time is devoted to coordination with federal, state, and

local government agencies to develop a consistent approach

to the development of lease language, the administration of
land: within the corridor, and a joint monitoring and
surveillance program. Examples of Stage 1 tasks are presented
below:

1. Identification of key technical personnel needed to
resolve resource related Iissues. Included is the
development of agency budget needs for Stages 2 and 3

of the project.

2. Development of a State Administrative Order to
establish the roles of the participating state
agencies, and their relationship to each other, and to
establish appropriate authority.

3. Expedited resolution of general route Iissues.

4. Extensive coordination with the appropriate federal
agencies to develop the following:

(@ Consistent language (terms and conditions) between
the state right-of-way lease and the federal
right-of-way grant.

(M) A joint agreement on the administration of lands
along the pipeline corridor; and
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(© A joint monitoring and surveillance agreement to
cover the entire life of the pipeline project.

5. Expedited review and comment on the draft and final
environmental impact statements, the Corps of Engineers
Section 107404 permits, and coastal zone consistency
determinations on various aspects of the project.

6. Development of list of issues and concerns that must be
resolved prior to issuance of the Authorization co
Construct. Included are the procedures necessary to
implement the program. This work essentially sets the
work plan for Stage 2.

7. ldentification of special technical studies that must
be completed prior to final design approval. Such
studies include, but are not limited to, stream cross-
ings, cold or hot pipe effects on surface or subsurface
waters, air and water quality monitoring, and pipeline
integrity.

8. Review the permitting strategy provided by the appli-
cant. This information is incorporated in the lease
terms and conditions and used as milestones to be
accomplished prior to issuance of Authorization to
Proceed.

9. Establish a conceptual agreement with the applicant
about facilities use, maintenance, and repair. This
agreement forms tfte basis for reimbursement to the
state for repair or reconstruction of roads, airports,
or other state facilities.

10. Establish procedures for preventing conflicts between
existing and proposed facilities, including but not
limited to, ANGTS, TAPS, and state highways.

To protect the various state interests, the lease would be
conditioned in such a way that the commissioner®s 'fit,
willing, and able™ determination would be made during

Stage 2. In any case, the determination will be made prior
to the issuance of the Authorization to Construct. A
process and schedule will be established through the terms
and conditions to establish explicit deadlines for resolving
issues and making the necessary determination. The overall
intent iIs tc ensure that issues are resolved well iIn advance
of actual construction.

Stage 2 involves a high leve_ of involvement of agency
personnel. Depending on the size and scope of the project
It Is appropriate to consider establishing a State Pipeline
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Office. This office would be staffed by personnel from
participating state agencies having the responsibility to
collect data (fish and wildlife, habitat, air and water
quality, geotechni, hydrological, etc.) necessary for
final design approval, and will authorise the beginning of
construction. Baseline studies will be conducted, and
review of design concepts, criteria, and specifications will
be conducted.

Stage 2 will culminate with the commissioner®s "fit,
willing, and able"™ determination, and the issuance of the
Authorization to Construct.

Stages 3, 4, and 5 will proceed normally, unaffected by the
statutory change represented in SB 108.

Under AS 38.35.140(b) the lessee is obligated to "reimburse
the ate for all reasonable costs incurred In processing an
application filed under AS 38.35.050 and in monitoring the
construction of the pipeline on the right-of-way." Accord-
ingly, state agencies such as the Alaska Departments of Law,
Natural Resources, Fish and Game, Environmental

Conservation, and Transportation and Public Facilities
expect to enter into a reimbursement agreement with any
applicant. A reimbursable services agreement shall include,
but not be limited to, pre and post application stages,
pre-construction and construction, and maintenance and
operation monitoring. Pre and post application activities
include inter-ayency negotiations and review of relevant
documents. Agencies may require the lessee to provide
direct services, such as transportation and lodging, in lieu
of reimbursement.

The Department of Natural Resources supports SB 108.
Passage of the bill into law will likely result in an
increase in applications for pipeline rights-of-way and a
corresponding work load. I believe it is iIn the state"s
interest to do so as it introduces a higher level of consis-
tency to the department®s adjudication process, encourages
the participation of smaller ccmpanies while not discourag-
ing participation of larger ones, and provides protection
against speculation by incorporating terms and conditions
requiring performance standards, which i1f not met, could
void the lease.

cc: Rod Swope, Governor®s Office
George Sullivan, Gove”or®s Office
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(907)586"0 Repesentative Sam Cotten
FROM: Representative Bette Cato

SUBJECT: House Bill 118

I would like to request your consideration for scheduling HB
118 as early as possible. I feel it is extremely important
that this bill pass this legislative session.

This letter is to further explain the importance of passing
this bill from House Resources Committee as quickly as
possible and, to answer your questions regarding the local
hire language questions.

local hire language - short language (attached)
Line 7 Page 2

(B) "the applicant has agreed that in the construction and
operation of a pipeline within the right of way the applicant
will comply with and require contractors and their
subcontractors to comply with applicable and valid laws and
regulations regarding rhe hiring of residents of the state
then i1n effect or that take effect subsequently"

This language would ensure that any person or company who gets
a conditional use right of way permit has to comply with the
local hire laws on the books at the time the permit iIs issued.

The long language - SB 108

This language sets down local hire requirements.

Several lengthy and detailed processes have to be followed in
order to meet the many requirements set down in this bill.

For instance, it would take a long period of time to evaluate
and determine economic zone areas and to determine such things
as the experience of training of those people living iIn the
zone, how the zone will be dramatically impacted by not hiring
local residents and, how much employment would have to be
performed by residents from the zone.

We must also remember that this language is NOT currently on
the books and is therefore likely to be challenged in court.
During the past few years, several major local hire laws have
been ruled unconstitutional.



I would like to stress several MAJOR points:

a.

This project would be a tremendous gain to the state.

For this project to go ahead the state and federal
permitting processes must be complete by the 1st

quarter 1988. This is vital if the State of Alaska hopes
to convince the overseas markets (Japan and Taiwan) that
we are "truly" serious about going ahead with the project.
These countries will be considering renewing their
existing contracts with Australia and other suppliers

and we must be able to offer some serious alternatives

to Japan and Taiwan at this time.

We cannot hope to be considered if we do not even have the
necessary permits approved and some of the financing
secured.

IT this project goes it will mean 10,000 jobs during the
four year construction phase and 550 permanent jobs.

Why kill this opportunity for the state. IT our buyers
renew their contracts with Australia all will be lost.

Alternatives

Consider HB 118 with the short local hire language.
While this would ensure the local hire Jlaws on

the books were complied with, i1t would notdelay

the bill and threaten the entire project.

IT we so desire we can work on this long language

in a separate bill and statutorily require the pipeline
companies to meet these requirements once this bill
becomes law.

IT we truly have the best interests of thestate at heart
we will not bogg this bill down with a lotof "red tape"
but rather let the project go ahead and work toward
suitable language for local hire as a separate issue.

In closing 1 >;ould like to state that "t is my belief
that should the long version language be added to HB 118
this bill will not pass the Senate however, 1 feel the
short version would be acceptable.

Thank you
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HB 118
AN ACT RELATING TO DECISIONS ON RIGHT-OF-WAY LEASE
APPLICATIONS
(Proposed Amendment to AS 38.35.100(b))
ISSUE PAPER

As Yukon Pacific®"s representative candidly admits, House Bill No. 118 was drafted
by Yukon Pacific and the bill was introduced on its behalf in order to allow the
Commissioner of Natural Resources the discretion to issue Yukon Pacific a Right-of-
Way Lease for its so-called TAGS Project without Yukon Pacific having to comply
with requirements of existing State law that mandate that an applicant for a

Right-of-Way Lease be determined to be "fit, willing and able" before issuance

of the Right-of-Way Lease.

Existing law, iIn AS 38.35.100(a), requires the Commissioner to determine, prior
to issuance of a Right-of-Way Lease, whether a lease applicant is "fit, willing
and able to perform the transportation or other acts proposed in a manner that
will be required by the present or future public interest.” |In making this
determination, the statute sets forth a series of factors that the Commissioner
must take into consideration dealing with the technical and financial capabilities
of the applicant and whether the proposed use would unreasonably conflict with
existing uses of the land involving a superior public interest. Thus, under
existing law, the Right-of-Way lease signifies that the Commissioner, after
carefully considering the lease applicant®s technical and financial capabilities,
has found that the applicant is "fit, willing and able" to do what it proposes
to do. In other words, existing law is designed to assure that the Commissioner
follow an orderly and objective procedure before issuing a lease over lands that

the State holds in trust for all Alaskans, both present and future.

In contrast to existing law, Yukon Pacific"s proposed bill would give the

Commissioner discretion to issue a '"conditional” lease to an applicant who in



fact was determined not to be "fit, willing and able.” The Right-of-Way lease
itself would become a mere preliminary, and legally deceptive, document. Rather
than signifying the determination of State government that the applicant was
technically and financially capable of performing and that it was "fit, willing
and able,” a conditional lease would actually signify that the applicant was found
not to be technically and financially capable and therefore "unfit, unwilling and

unable”™ to perform.

While proposed as an amendment only of AS 38.35.100(b), House Bill No. 118
actually makes meaningless the standards and criteria set forth in AS 38.35.100(a)
also. Under the proposed amendment, it really doesn®"t matter whether an applicant
is or is not financially and technically capable of performing, and doesn®t really
matter whether an applicant is "fit, willing and able" - the Commissioner is given
the discretion, without specific reference to any objective standards or criteria,
to issue a conditional lease to any applicant regardless of its financial or
technical capabilities and regardless of fitness, willingness, or ability to do

what it proposes to do.

The potential for abuse in the absence of objective standards or criteria is
obvious:
1) What conditions will be imposed upon an applicant who is not financially
or technically capable and who is not "fit, willing or able" to perform?
2) Why 1is there no specific cross-reference in Sub-section (b) to the
factors iIn Sub-section (@) that must be considered under existing law
to justify a determination by the Commissioner that an applicant is
“fit, willing and able?"
3 How will the Commissioner differentiate between applicants if criteria

and standards are not set forth in the statute or regulations?



iy ITf objective criteria and standards do not exist against which the
"discretion" of the Commissioner can be judged, what assurance is there
that Alaska"s Right-of-Way leasing laws will not become part of a
promoter®s public relations efforts both in the State and elsewhere
for whatever dubious, ill-conceived promotion?

5 How can there be any way to differentiate between applicants if an
applicant who demonstrates financial and technical capability and is
found "fit, willing and able" gets a lease and an applicant that is
unfit, unwilling and unable, also gets a lease?

6) Do applicants under existing law automatically get their leases before
new applicants who admittedly cannot comply with the existing law get

their conditional leases under the proposed law?

The obvious questions that arise from the proposed amendments make clear that the
real intent of the bill 1is to fundamentally change existing law so that any
applicant can, in the discretion of the Commissioner, get a document called a
lease but which in fact is a mere preliminary permission to go out and try to
promote a project, and hopefully at some time in the future become technically

and financially capable of performing and become "fit, willing and able."
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Original sponsors: Shultz and Zawacki

IN THE HOUSE
CS FOR HOUSE BILL NO. 110 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to emergency closures by the Depart-
ment of Fish and Game due to depleted stocks."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 16.05.060 is amended by adding a new subsection to
read;

(b) If tne commissioner issues an emergency closure due to
depleted stocks then the Board of Fisheries or the Board of Game, as
appropriate, shall at the next regular meeting of the board consider
the factual basis justifying the closure and take corrective actions
necessary to alleviate or eliminate the stock depletions.

-1- CSHB 110( )
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1
2
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FIFTEENTH LEGISLATURE - FIRST SESSION
; A BILL

6 For an Act entitled: "An Act relating to decisions of the commissioner of
! natural resources reg, ‘ding the eligibility of an

8 applicant for a pipeline right-of-way permit."

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

10 . Section 1. AS 38.35.100 is amended to read:

n Sec. 38,35.100. DECISION ON APPLICATION. (a) The commissioner
2 shall promptly determine, on an application filed under AS 38.35.050,
1 whether the applicant is fit, willing® and ible to perform the trans-
4 portation or other acts proposed in a manner that will be required by
5 the present or future public interest. In making a determination the
16 commissioner shall consider whether or not

1 (1) the proposed use of the right-of-way willunreasonably
18 conflict with existing uses of the land involving a superior public
18 interest;

2 (2) the applicant has the technical and financial capabil-
A ity to protect state and private property interests;

2 (3) the applicant has the technical and financial capabil-
3 ity to take actionto the extent reasonably practical to

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

a (B) undertake any necessary restoration or revegeta-
28 tion; and

241 (C) protect the interests of individuals living in the

-1-
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general area of the right-of-way who rely on fish, wildlife”™ and
biotic resources of the area for subsistence purposes;

(@) the applicant has the financial capability to pay
reasonably foreseeable damages for which the applicant may become
liable on claims arising from the construction, operation, mainte-
nance”™ or termination of the pipeline”®

() the applicant has agreed that in the construction and
operation of a pipeline within the right-of-way the applicant will
comply with and require contractors and their subcontractors to comply
with applicable and valid laws and regulations regarding the hiring of

residents of the state tnen in effect or that take effect subsequent-

1Z.

(b) IT the commissioner makes the [THESE] determinations
(@ of this section favorably to the applicant, then the commissioner
may grant the whole or part of the application. If the commissioner
makes the determinations under (@)(1) - () of this section favorably
to the applicant but determines that the applicant is not then fit,
willing, and able to perform under the application, the commissioner
may grant the application subject to conditions established by the
commissioner that will ensure that the applicant whill, within a pre-
scribed period of time not exceeding 10 years, establish that the
applicant 1is fit, willing, and able, under (@) of this section, to
perform the transportation or other acts that will be required by the
present or future public interest. An applicant is not entitled to a
notice or authorization to proceed to construction, or iIts equivalent,
under a conditional lease until the commissioner determines 1in writing
that the applicant has satisfactorily established that the applicant
is then fit, willing, and able to perform under (@) of this section.
Otherwise, the commissioner shall deny the application.

—2-
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(c) The i mmissioner may offer the applicant a lease under this
section. If the applicant does not accept a lease offered under this
section within 30 days, the lease offered is withdrawn [IN ORDER TO
GRANT THE WHOLE OR PART OF THE APPLICATION THE COMMISSIONER SHALL
OFFER A LEASE TO THE APPLICANT FOR ITS ACCEPTANCE THROUGH SIGNING OF
THE LEASE AND AGREEING TO COMPLY WITH ITS TERMS, CONDITIONS, AND
OBLIGATIONS.  ONLY UPON PROPER ACCEPTANCE OF OFFERED LEASE BY THE
APPLICANT WITHIN 30 DAYS AFTER ITS HAVING BEEN PRESENTED IS THE GRANT
OF THE APPLICATION CONSUMMATED],

Sec. 2. AS 38.35.100 is amended by adding new subsections to read:

(d) The commissioner shall include in a conditional lease each
requirement and condition of the covenants established under AS 38.-
35.120.  The commissioner may also require that the lessee agree to
additional conditions that the commissioner finds to be in the public
interest. In place of the covenant established under AS 38.35.-
120(a)(9), the commissioner shall require the lessee to agree that it
will not transfer, assign, pledge, or dispose of in any manner, di-
rectly or indirectly, its interest in a conditional right-of-way lease
or a pipeline subject to the conditional lease, unless the commis-
sioner, after considering the public interest, authorizes the trans-
fer. The commissioner shall also require the lessee to agree not to
allow the transfer of control of the lessee without the approval of
the commissioner; as used in this subsection, "transfer of control of
the lessee" means the transfer of 30 percent or more, in the aggre-
gate, of ownership interest in the lessee in one or more transactions
to one or more persons by one or more persons.

(e) The commissioner shall require a conditional lessee to agree
that

(1) in the absence of the approval of the commissioner, a
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transfer may not relieve the lessee of an obligation assumed under the
lease;

(@) a transfer, including the transfer of lessee, that
occurs without the approval of the commissioner 1is ineffective to
transfer iInterests in and obligations under the lease; and

(@) a transfer constitutes a default under the lease.

(M In an application for the approval under (d) of this section
of a transfer of an iInterest, the commissioner shall consider whether
the proposed transferee will be fit, willing, and able to perform the
transportation or other acts proposed under the conditions established
in the conditional lease and whether the transfer is iIn the public
interest. In approving the transfer of an interest under (d) of this
section and this subsection, the commissioner may iImpose any condition
on the transfer that the commissioner considers in the public inter-
est .

(@ If the commissioner determines under (a) of this section
that the applicant is fit, willing, and able to perform the transpor-
tation or other acts proposed in a manner that will be required by the
present or future public interest, the commissioner may amend the
conditional right-of-way lease to iInsert the covenant established in
AS 38.35.120(a)(9) 1in place of the covenant against a transfer estab-
lished under (d) and (e) of this section.

(h) The 1issuance of a conditional Ilease does not prevent the
commissioner from 1issuing other conditional or unconditional leases
for the same right-of-way. An applicant or conditional lessee accrues
no priority rights to a particular right-of-way until the commissioner
makes a determination that the applicant or conditional lessee is then
fit, willing, and able to perform the transportation or other acts

proposed under (@) of this section.
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©O) The commissioner shall insert a provision implementing
requirements of (@)(5) of this section iInto each agreement entered
into by the commissioner for the construction and operation of a

pipeline within the state.



