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Februaiy 3,1998

The Honorable Gary L. Davis 
House of Representatives 
Alaska State Legislature 
State Capitol Bldg. - Room 513 
Juneau, AK  99801
Dear Representath e Davis:

Your amendment to the definition of a commercial motor vehicle in AS 28.40.100(a)(2) by 
House Bill 343 poses no problem for the department. The exemption of operators of construction 
equipment from the commercial driver’s license requirements is consistent with the FHWA 
interpretations of related sections of Federal Motor Carrier Safety Regulations. Copies of 
sections 95.50 and 96.21 of the FHWA Interpretations manual are attached for your convenience.

Juanita Hensley will be available to address any additional questions you or the Committee may 
have on this issue.

Sincerely,

Mark Boyer 
Commissioner

MB/nn
Enclosures
cc: David Koivuniemi 

Ju'anita Hensley



96.20 M ust a m oto r vehicle that meets the defin ition  o f  11 "com m ercia l m otor 
vehicle in Section  390.5 because it transports liaz-irdous m ateria ls In a 
quantity  req u ir in g  p lacard ing  under the H a za rd o u s  M a te ria ls  Regulations  
(49 C F R  171-180) com ply with the fuel system  requ irem ents o f  Subpart E  o f  
Part 393, even though it has a gross weight racing  ( G W / R )  o f 10,000 pounds 
or less?

N o . F e d e r a l  M o t o r  V eh ic le  S a fe ty  S ta n d a rd  N o . 5 0 /  (F M V S S  N o . 3 0 1 )  c o n ta in s  
f u e l  sy s tem  in te g r i ty  re q u ire m e n ts  f o r  p a s s e n g e r  c a r s  a n d  m u lt ip u rp o s e  p a s s e n g e r  
v eh ic le s , t ru c k s , a n d  b u se s  th a t have  a  G V W R  o f  1 0 ,0 0 1  o r  m o re  p o u n d s . T he  f u e l  
sy s tem s o f  p la c a r d e d  m o t o r  v eh ic le s  w ith  a  G V W R  o f  le s s  th an  1 0 ,0 0 1  p o u n d s  a re  
a d e q u a te ly  a d d re s s e d  b y  F M V S S  N o . 3 0 1  a n d  c o m p lia n c e  w ith  S u b p a n  E  o f  P a n  
3 9 3  w o l  Id  b e  r e d u n d a n t  H ow ev e r , c o m m e rc ia l m o t o r  v e h ic le s  th a t  a r e  n o t  
c o v e re d  b y  F M V S S  N o . 3 0 1  m u st c on tin u e  to  c o m p ly  w ith  S u b p a n  E  o f  P a n  3 9 3 .

96.21 W h at types o f  equipm ent are Included in  the category o f o ff-road  m otorized  
construction  equipm ent?

The definition o f off-road motorized construction equipment is to be narrowly 
construed and limited to equipment which, by its design and function is obviously 
not intended fo r  use, nor is it used on a public rchid in furtherance o f a 
transportation purpose. Examples of such equipment include motor scrapers, 
backhoes, motor graders, compactors, tractors, trenchers, bulldozers and 
railroad track maintenance cranes.

96.21 Does o ff-road  m otorized construction equ ipm ent meet the defin itions o f  
m otor vehicle and com m ercial motor vehicle as used in 49 C F R  383.5 and  

390.5?

No. Off-road motorized construction equipment s outside the scope o f these 
definitions; (1) when operated at construction sites; and (2) when operated on a 
public road open to unrestricted public travel, provided the equipment Is not used 
in furtherance o f a transportation purpose. Sine* constructmn equipment is not 
designed to operate in traffic, it should be accompanied by escort vehicles or in 
some other way separated from the public traffic This equipment may also be 
subject to State or local permit requirements with regard to escort vehicles, 
special markings, time o f day, day of the week, and/or the specific route.

96.22 A re  the reasonable suspicion testing and tra in in g  requirem ents o f Sections 
382-307 and 382.603 app licab le  to an owner-o|>erator who is both an 
em ployer and  the only employee?

No. The requirements o f Sections 382.307 and 332.603 are not applicable to 
owner-operators in non-supervisory positions. Section 382.307 requires 
employers to have a driver submit to an alcohol and/or controlled substances test 
when the employer has reasonable suspicion to believe that the driver has

FHWA Innrpreoocra P»|t 36



95.49 W h en  the d r iv e r ’* duty status changes, do Sections 395.8(c) or 395.8(h)(5) 
requ ire  a descrip tion  o f  on-duty  not d r iv in g  activities (“fueling” , “ p re -tr ip ” , 
" lo ad in g ” , “u n load in g ” , etc.) in the rem arks section in addition to the nam e  
o f the nearest city, tow n o r  v illage fo llow ed by the state abbreviation?

No. M any m otor carriers require drivers to ide ntify work performed during a 
change o f  duty status. P art 395 neither require r nor prohibits this practice.

” ’£ '9 5 .5 0  Do the C D L  Regu lations (49 C F R  383) apply to operators of m otor g raders  
and fron t-end  loaders w h ile  rem oving  snow »»r leaves on a pub lic road?

Yes. The operators w ould  be required to have ( 'DLs i f  the GVWR o f  the vehicle is 
26,001 pounds o r greater. The exem ption fo r  ope rotors o f off-road construction  
equipm ent does n o t apply in th is case because the vehicles are being used on 
public  roads and  in the fu rth era n ce  o f  a transportation purpose, the rem oval o f  
snow  o r leaves fro m  the road. The equipm ent perform s a service on the public  
road in a m anner sim ilar to street sweepers. B) previous interpretation, 
operators o f  street sweepers, with a G VW R o f 25,001 pounds or more, are 
required to obtain a C D L

95.50 W h a t is considered a “ p u b lic  road” ?

.4 public  road  is any road under the jurisd iction  o f a public agency and open to 
public  travel or any road on private property th.it is open to public travel.

95.50 Since most operators o f construction  equipm ent are not classified by the ir  
job  descrip tion  or title as d rivers, w hy do the* need to obtain a C D L ?

O perators o f  construction equipm ent are ju s t Id e mechanics, shop help, and  
vehicle salespersons, who operate CM Vs on pul lic roads. The CDL regulations  
address the issue o f  job  fu n c tio n  rather than job  title. The term "operator" is 
used in the CDL regulations <49 CFR Part 383) because they cover more persons  
than the traditional "driver". Operators o f  construction equipment with a GVW R  
o f  26,001 pounds or more, who operate on the public road, would therefore be 
required to obtain a CD L regardless o f  the jo b  description or title.

95.50 Is an operator au tom atica lly  exem pt from  tht C D L  requirements (49 C F R  
P art 383) If the construction  equipm ent is exempt from state vehicle 

reg istration  requirem ents?

No. State vehicle registration has no bearing on who is required to obtain a 
CDL. The CDL regulations applv to any operator, not otherwise exempted or 
waived, w ho operates a CMV.

Inierpcrt-rtierj Pajw 46
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(A) auapend execution of sentence or grant probation except on condition that the 
person serve a m in im u m  term of im prisonm ent and perform required com m unity work 
service as provided in  (1) of this subjection;

(6) suspend im position i f  sentence; and
(4) shall revoke the person’s license, privilege to drive, or privilege to obtain a license, 

*nd the person m ay not be issued a new license nor m ay the privilege to drive or obtain  
a license be restored for an additional period o f not less than 90 days after the date that 
the person would have been entitled to restoration o f driving privileges.

(c) In this section, ‘ previously convicted” m eans having been convicted in  th is or 
another jurisd iction, w ith in  10 years preceding the date of the present offense, o f a 
violation o f th is section, A S  28.15.291, or another law  or ordinance with substantia lly  
s im ila r elements, ( f 19 eh 3 S L A  1992)

Batte r* ! M tw . —  Socbcc 30, eh. 3, SLA 1902 
prorfcbo that far tha p e rp ow  r f  this wdaoo. unacted 
by I  19, d t  3, SLA 1992, oourictioo! far offeoa**

committed befor* April 1, 1992 ere considered pnrri- 
oua convictions.

Sec. 2&33.190. D e fin it io n s . In th is chapter,
(1) “alcoholic beverage* has the m eaning given in  A S  04J21.080Cb);
(2) ‘ commercial motor vehicle* has the m eaning given in AS 28.40.100;
(3) 'controlled substance’  means any substance listed as being controlled under A S  

11.71 or 21 U .S .C . 812 —  813, or determined under federal regulations to be controlled for 
purposes of 21 U .S .C . 801 —  813 (Controlled Substances Act);

(4) “disqualification* means a w ithdrawal o f the privilege to drive a commercial motor 
vehicle;

(5) ‘ disqualified’  means that a person's priv ilege to drive a commercial motor vehicle  
has been withdrawn;

(6) ‘ drive a commercial motor vehicle" m eans to affect the movement, attempt to affect 
the movement, or to be in  actual physical control, of a commercial motor vehicle in 
motion, excluding slight motion incidental to loading, unloading, servicing, or inspecting  
the vehicle;

(7) “employer" means a person who
(A) provides compensation to a person who operates a commercial motor vehicle, 

in c lu d in g  wages or other remuneration, w hether through an employment relationship or 
by contract; or

(B) acts as an agent of someone who provides compensation to a person who operates 
a commercial motor vehicle, with authority to allow, require, permit, assign, or authorize  
the person being compensated to operate a com m ercial motor vehicle;

(8) “hazardous substance’  means a substance found by the United States Secretary o f 
Transportation to be hazardous for purposes o f 49 U.S.C. 1801 —  1813 (Hazardous 
M ateria ls Transportation Act);

(£ “operating a commercial motor vehicle* means
(A. to drive a commercial motor vehicle; or
(B) whether or not the vehicle is in  motion, or is capable of being moved, to be in  actual 

physical -ootrol, or to attempt to affect the movement, o f a commercial motor vehicle; and
(10) ‘ out-of-service order’  means an order issued under regulations adopted under A S  

28.06.011 that prohibits an owner or operator o f a commercial motor vehicle from  
operating a commercial motor vehicle.

(11) “serious traffic violation' means
(A) speeding 15 miles per hour or more above the posted limit;
(B) reckless or negligent driving, in  v io lation  of A S  28.35.040 or 28.35.045 or an  

ordinance w ith substantially sim ilar elements;
(C) violation of a provision of thin title , or a regulation adopted under th is title, 

relating to improper lane changes or fo llow ing too closely, or an ordinance w ith  
substantially s im ilar elements; or
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Sec. 28,40.100, D e fin it io n s  fo r  t it le , (a) Unless otherwise spedflcally defined or 
unless the context otherwis requires, in this title and in  regulations adopted under this 
title

(1) "cancel” means to annul or terminate, by formal action of the department, a 
fortification, registration, license, perm it or privilege issued or allowed under this title or 
regulations adopted under this title, because of an error or defect in  the document issued 
or the application for issuance or because the person holding the document is no longer 
entitled to it;

(2) “com m ercial motor vehicle” means a motor vehicle or a combination o f a motor 
rah ide and one or more other vehicles

(A) used to transport passengers or property;
(3) used upon s land highway or vehicular way; and
(C) that
(i) has a gross vehicle weight rating or gross combination weight rating greater than  

26,000 pounds;
(ii) is designed to transport more than 15 passengers, including the driver, or
(iii) is used in  the transportation of m aterials found by the United States Secretary of 

Transportation to be hazardous for purposes o f 49 U .S .C . 1801 —  1813 (Hazardous 
Mate ria ls  Transportation Act);

(D) except that the following vehicles meeting the criteria in (A) —  (C) of this 
paragraph are not commercial vehicles:

(i) emergency or fire equipment that is necessary to the preservation of life or prope rty;
(ii) farm  vehicles that are controlled and operated by a farmer; used to transport 

agricultural products, farm machinery, or farm supplies to or from that farmer's farm; not 
used in  the operations of a common or contract motor carrier; and used within 150 miles 
of the farm er’s farm; and

(iii) recreational vehicles used exclusively for purposes other than commercial pur­
poses;

(3) “commercial purposes’  means activities for which a person receives direct mone­
tary compensation or ictiv ities for which a person receives no direct monetary compen­
sation but that are incidental to and done in furtherance o f the person's business;

(4) ’ commissioner* means the commissioner of public safety;
(5) "custom collector vehicle* means a vehicle whose body and frame were manufac­

tured before 1949 or a replica o f a vehicle whose body and frame were manufactured 
before 1949 and that has been modified for safe road use; in  this paragraph, "modified* 
includes a m aterial alteration of the drive-train, suspension, brake system, or dimensions 
of the body,

(6) “department" means the Departm ent of Public Safety,
(7) “driver* means a person who drives or is in actual physical control of a vehicle;
(8) “d river’s license* or *license,* when used in  relation to driver licensing, means a 

license or perm it to drive a motor vehicle, or the privilege to drive or to obtain a license 
to drive a motor vehicle, under the laws of this state, whether or not a person holds a valid  
license issued in this or another jurisdiction;

(9) "gross combination weight rating" means the value specified by the manufacturer 
as the loaded weight of a combination vehicle, except that i f  a value has not been specified 
by the manufacturer, the gross combination weight rating is determined by adding the 
gross vehicle weight rating of the power un it and the total weight of the towed unit and 
the load on the towed unit;

(10) ‘ gross vehicle weight rating* means the value specified by the manufacturer as 
the loaded weight of a single vehicle;
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Revision Date: (Note if correction)_____________________________ Dept Affected Natural Resources________________________
Title: Contracts for payments in lieu of taxes________ BRU: Commissioner's Office___________________
________________ for stranded gas resources___________________Component: Management and Administration____________
Sponsor: Rules Committee___________________________  _______________________________________
Requestor: Governor__________________________________Component Serial No. __________423_____________
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Expenditures/Revenues_________________________________________ (Thousands of Dollars)
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MISCELLANEOUS
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TOTAL OPERATING 10.0 10.0 10.0 10.0 10.0 10.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0,0 0.0 0.0
FUND SOURCE________________________________________________(Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

10.0 10.0 1o.O 10.0 10.0 10.0

TOTAL 10.0 10.0 10.0 10.0 10.0 10.0
Estimate o f any current year (FY98) cost: $ 
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FULL-TIME 0 0 0 0 0 0
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STATE OF ALASKA 
1998 LEGISLATIVE SESSION

Revision Oale: 

Title:

No: 2

N. Slope Gas Line

Spons'-f,

Requestor:

Rules

Governor

Expenditures/Revenues:

F IS C A L  N O T E

Depl. Affected: 

BRU-

Component:

■ill Version: riB 393
(H) Publish Date:

. 2 / 1 1 / 9 8

Revenue

Administration and Support

Commissioner's Office

COMPONENT SERIAL NO. 

(Thousands of Dollars)

123

OPERATING EXPENDITURES FY 99 FY 00 FY 01 FY 02 FY 03 FY 04

PERSONAL SERVICES 81.6 82.7 84.0 85.3 86.6 87.9

TRAVEL 30.0 30.0 30.0 30.0 30.0 30.0

CONTRACTUAL 375.0

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS 5.0 5.0 5.0 5.0 5.0 5.0

TOTAL OPERATING 491.6 117.7 119.0 120.3 121.6 122.9

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUNO SOURCE '_______________________(Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 

1001 CBRF

1048 University of AK receipts 

Other

191.6 117.7 119.0 120.3 121.6 122.9

300.0

TOTAL 491.6 117.7 119.0 120.3 121.6 122.9

Estimate of any current year cost S 

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

The legislation as currently drafted allows for the 5300,000 in conlractual costs to be recovered from future applicants. This bill could be 

modified to provide that all costs would be borne by an applicant.

See Attached

Prepared by: Mary Marshburn, R grfer Marks j/7 i i ( ' I ? \
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Approved by Commissioner: Wilson L. Condon \ / M J jS b

Phone: 343-9242

Date: February 9,1998

Dale: February 9,1998
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N. Slope Gas Line 
Bill Analysis 
February 9, 1998 
Page 2

This bill would authorize the executive branch to negotiate a contract with sponsors of 
proposed projects to develop stranded gas in Alaska. The payments required by the 
contract would replace some or all of the state and local taxes that would otherwise 
pertain to major economic activity engendered by the project.

A negotiated contract would make it possible to tailor the fiscal arrangements to meet the 
needs of the proposed project while, at the same time, ensuring the public benefits from 
the project. A set of arrangements providing for contractual payments in lieu of taxes is 
likely to provide fiscal terms that potential investors will believe are likely to remain 
permanently in place over the life of the project.

Given the extended time frame to develop and market the large volumes of stranded gas, 
revenues expected as a result of the bill are outside the time horizon of this fiscal note.

The fiscal note breakdown is as follows:

Personal Services: $S 1,600.00

Salary and benefits to fund one DOR person devoted to the gas project.

Travel: $30,000.00

The state must continue to inform Alaska communities of and involve them in discussion 
of contract and project issues. Some of the issues that affect them are community impacts
induced by project development, payments to municipalities in lieu of taxes, availability
of gas to communities and Alaska hire and contracting. In addition, the state will propose 
and advocate changes to the federal tax structure to improve project economics and 
evaluate federal regulatory changes to allow for regulatory certainty. This line item will 
fund travel within Alaska, to consultants and to Washington, D. C. for these purposes.

Contractual: $375,000.00

$75,000.00 to fund a socioeconomic study on the impacts induced on the local 
communities by project development. This study is a necessary step in constructing the 
foundation for discussion with municipalities and negotiations with project sponsors 
about payments to municipalities in lieu of taxes for the costs of and impacts from 
additional services and construction resulting from project development.

Lcgifnnarr.doc f * a Q S .  $
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N. Slope Gas Line 
Bill Analysis 
February 9, 199S 
Page 3

$300,000 to fund contractual services and advice from experts in fiscal, regulatory, 
contract negotiation, legal, and Financial areas. These technical and evaluative services 
would be necessary to the tax and regulatory work planned for the federal level; they 
would be required to assist the state in substantive and complex contract development and 
negotiation, potentially with multiple sponsors. The state does not have all of this 
expertise in-house. $75,000 of these costs will be incurred in preparation for the 
application process regardless of whether there are applicants.

As per the proposed bill, contract applications may be made until June 30, 2004. 
Expenditures for contractual services, therefore, may be necessary any time between July 
1, 1998 and June 30, 2004. Because there is no way of knowing now specifically when 
expenditures would be required, it may be beneficial to treat this $300,000 as a 
continuing appropriation

The proposed legislation allows reimbursement of the state by the applicant for the 
expenses of an independent contractor used to assist in the evaluation of an application. 
We estimate that S 100,000 of the $300,000 expenditure would be from this non-general 
fund source, leaving $200,000 from the general fund.

Miscellaneous: $5000.00

To fund supplies, LNG conference participation, purchase of technical reports, etc.

Lcg:fnnarr.iluc 3  o ?  3
4 8  3 3 3
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For the record my name is David Brooks. I hold the post of Manager Alaska Gas in BP 
Exploration Alaska Incorporated and I am responsible for BP’s initiatives to commercialize the 
gas reserves on the North Slope of Alaska.

Mr. Chairman I should like to thank you for this opportunity to testify before this committee and 
to explain BP’s views on this Bill.

Today in Prudhoe Bay we have proven approximately 25 trillion cubic feet of gas, and the US 
geological survey suggests that there could be in excess of another 100 trillion cubic feet yet to 
be found on the North Slope.

That is a lot of gas, equivalent toanother oil field at least the size of Prudhoe Bay - and a large 
amount of value or revenue for the resource owners and the State and people of Alaska if we can 
find economic ways to get that gas to market, in some form or other.

I would like to assure the members of this committee that BP is taking the issue of the 
commercialization of those gas resources very seriously and continues to dedicate resources to 
exploring routes for its commercialization.

Over the past year or so we have worked with the legislature, the state administration, other gas 
owners and interested parties on the commercialization of the North Slope gas. The state’s Gas 
Commercialization Report published in January of this year was an outcome of that work and we 
consider it to be a very sound and professional review of the challenges surrounding the 
commercialization of stranded gas. BP considers this Bill to be the next logical step following 
the recommendations of that Report.

We believes that this Bill is important for the State, it encourages the creation of options to 
unlock the value in its vast resources of stranded gas.

However, as it is currently written the Bill focuses on only one option, LNG and a gas pipeline. 
Whilst we agree LNG is a very important option, we believe there are others and are concerned 
that legislators seem to wish to exclude those options from consideration in this Bill.

BP believes that gas-to-liquids, the so called white oil, technology is also key option.

Although, like LNG, the technology is currently uneconomic, many companies including BP 
have work programs in progress to drive down the costs of the process and to make it 
competitive.

And we should like to emphasize that the options of LNG and gas-to-liquids are not mutually 
exclusive. The vast quantities of gas already proven on the North Slope means that we could do 
both an LNG project and a gas-to-liquids project.
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The inclusion in the Bill of a sunset clause limiting its applicability to projects making an 
application before the end of June, 2001 could also restrict the options available to the State for 
the commercialization of the gas resources.

Although BP is committing significant resources to both the LNG and the gas-to-liquids options, 
we cannot control the development of technology nor of markets for the gas. We cannot say 
when additional Stranded Gas fields might be found.

By having a cut off date, any cut off date, in the Bill we believe that the State is further 
potentially reducing its options and possibly even giving a negative message to the potential 
developers of technology and stranded gas resources.

Mr. Chairman, members of the committee, BP views this legislation as enabling legislation, not 
committing the State to anything, not giving anything away.

We believe that the Bill provides a positive signal to industry and to developers of stranded gas 
that the State is prepared to discuss any fiscal impediments that there may be in the way of a 
stranded gas development project. We believe that the signal could be strengthened and the 
options for the State widened by the inclusion in the Bill of reference to gas-to-liquids and the 
removal of the sunset clause.

Mr. Chairman, members of the committee with those comments please be assured that BP 
supports this legislation.

Thank you for your attention. I would be happy to answer any questions that you might have.
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Commissioners of Revenue and 
Natural Resources Review 
Application

Comm issioner o f  Revenue must 
answer the fo llow ing  questions:

1. Is the gas stranded?
2 . D o the proposers meet the 

standards fo r Qualified Sponsors?
3. Is the proposed project a Qualified 

Project?

C om m issioner o f  N atu ra l 
Resources and Comm issioner 
o f.Revcnue must answer the 

fo llow ing  questions:

Does the Project Plan 
provide fo r diligent 
development?
Is there a satisfactory plan 
fo r providing gas to local 
communities?

Parties May Proceed to Contract 
Negotiation Upon Commissioner 
of Revenue’s Approval of the 
Application for a Contract

CSHB 393 
F low  Chart 
3/17/98 : 
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I f  the answer is “ yes”  to 
a ll five questions 

pertaining to the review 
o f  the application, then 
the Commissioner o f  

Revenue may decide to 
proceed to contract 

negotiations to provide 
fo r periodic payments in 

lieu o f  taxes.



T h e  C o m m is s io n e r  o f  R e v e n u e  a n d  the  C o m m is s io n e r  o f  N a tu ra l R esou rces  N e g o tia te  a C o n t r a c t  w ith  S p o n so rs  that  
P ro v id e s  f o r  P a y m e n ts  in  L ie u  o f  C e r ta in  T a x e s , A la s k a  H ire ,  C e r ta in  R o y a lty  A rra n g e m e n ts , G a s  fo r  C o m m u n it ie s  an d  

R e v e n u e  S h a r in g  w ith  C o m m u n it ie s

'T he  Com m issioner o f  Revenue m ay, w ith respect to con trac t fiscal 
term s, develop payments in lieu o f  certa in  state o r  m unicipal o il and 
gas, income, p rop e rty , o r  o th e r taxes. F isca l terms sha ll:

1. Improve the competitiveness o f  the A laska project
2 . Function effective ly under a wide range o f  economic and market 

conditions
3. L ink the State’ s share to project pro fitab ility (make tax “ progressive” )
4. Make State’ s share “ backend loaued’ -low er ta$ rates in earlier years, 

higher rates in later years
5. A llow  Sponsor a share o f  the p ro ject’ s return commensurate with the 

Sponsor’ s assumed risk
6. Have the State’ s share increase under favorable price a id  cost 

conditions
7. Be clear and unambiguous
8. Base payment terms on actual costs i f  possible, o r formulae 

In addition to fiscal terms, the contract shall also:

1. Provide fo r A laska Hire within the lim its o f  Constitutional restrictions
2 . Provide gas fo r A laska communities
3. Provide fo r a fa ir and reasonable sharing o f  revenue with affected 

communities. Development o f  municipal revenue sharing terms shall 
be based on the fo llow ing:

i. The size o f  the tax base that would be exempted
ii. The anticipated economic and social burdens imposed on a 

municipality from  a project
iii. The need fo r stable and predictable payments
iv. The eight fiscal principles outlined above.

CSHB 393 
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W ith  the concurrence o f  the Com m issioner o f  
Revenue, the Comm issioner o f  N atu ra l 
Resources may negotiate terms to include in the 
contract that:

A. Provide fo r a method fo r valuing the gas for 
royalty purposes; and

B. M odify the rights o f  the State to take royalty 
in-kind rather than in-value.

The C om m issioner o f  Revenue notifies the m ayors o f  the affected communities and they establish the M unicipal Advisory G roup . One 
member from each affected community is appointed to serve on the group. The Commissioner o f  Revenue must:

1. Consult with the Municipal Advisory Group on the development o f  municipal revenue sharing terms
2. Consult with the Municipal Advisory Group about issues affecting the communities during negotiations.



The Commissioner of Revenue 
Completes Contract and Makes 
Preliminary Findings

Com m issioner o f  Revenue completes contract and makes 
p re lim in a ry  findings and a determination that the contract 
is in the long term fiscal interests o f  the State. W ith an 
affirmative finding the Commissioner shall:

1. Submit the proposed contract to the Governor.
2 . Make the findings, contracts and supporting data 

available for public and legislative review

\

Public and Legislature 
Review Proposed 
Contract CSHB 393 

Flow Chart: 
3/17/98 
page 4

A period o f  at least 30 
days begins for the 
public and the legislature 
to review and comment 
upon the proposed 
contract and findings. I = >



T h e  C o m m is s io n e r  o f  R e v e n u e  

R e v ie w s  the  C o n t r a c t  in  L ig h t  o f  
P u b lic  C o m m e n t  a n d  M a y  S e e k  to 

A m e n d  the  C o n t r a c t

The Commissioner o f  Revenue prepares a summary 
o f  public comments. A fter consultation with the 
Commissioner o f  Natural Resources and the 
Municipal Advisory Group, the Commissioner o f  
Revenue:
1. May develop proposed amendments to the 

contract and attempt to secure Sponsor 
agreement to the proposed amendments

2. Make final findings and a determination that 
die contract is in the long term fiscal interest 
o f  the State.

T h e  L e g is la tu re  C o n s id e rs  
L e g is la t io n  to A u th o r iz e  the  

E x e c u t iv e  B ra n c h  to E x e cu te  

th e  C o n t r a c t
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The Commissioner submits the 
proposed contract and final findings 
to the Governor. The Governor 
submits the findings and proposed 
contract together with a bill 
requesting authority to execute the 
contract to the legislature.

V

T h e  E x e c u t iv e  B ra n c h  a n d  the  

S p o n so rs  E x e c u te  the C o n tra c t

I f  the legislature grants the executive branch the 
authority to execute the contract, then the Governor 

must do so within 60 days o f  the effective date o f  the 
authorizing legislation.

V



C S H B  393  
F lo w  C h a r t
The Alaska Stranded Gas 

Development Act

Project Sponsors Apply

Defined terms

W hat is ST R A N D E D  GAS?

Gas that is uneconomic or 
uncompetitive to develop.

W hat is a Q U A L IF IE D  
P R O JE C T ?

A  project that would develop 
and market 5 00  bc f o f  

STRANDED  GAS over a 
twenty year period and make 

gas available to local 
communities.

W hat does it take to be a 
Q U A L IF IE D  SPO N SO R ?

An intent to own an equity 
interest in the project o r have 
the major permits necessary to 

construct the project; and
1. Own some or a l l o f  the 

stranded gas; o r
2. Have a right to purchase 

some o f  the stranded gas; 
or

3. Have the financial strength 
to construct die project.

A Q U A L IF IED  SPONSOR may apply 
to die Commissioner o f Revenue fo r a 
contract to make payments in lieu o f 

certain stale and local taxes for a 
Q U A L IF IED  PROJECT to develop 

STRANDED  GAS

Project Sponsors 
Requirements

CSHB 393 
F low  Chart, 
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Proposed p ro jec t sponsors app ly ing fo r
a contract imist establish :

1. That gas is stranded gas.
2 . That diey are Qualified Sponsors.
3. That die proposed project is a 

Qualified Project.
4. That diere is a Project Plan diat 

reflects a proposal fo r diligent 
development o f  die gas, an*, ’ncludes 
reasonable provisions fo r providing 
gas to local communities.



Commissioners of Revenue and 
Natural Resources Review 
Application

Com m issioner o f  Revenue must 
answ er the fo llow ing questions:

1. Is the gas sh inded?
2 . D o  the prop jsers meet the 

standards f  j r  Qualified Sponsors?
3. Is the pro j osed project a Qualified 

Project?

Comm issioner o f  N atu ra l 
Resources and Comm issioner 
of-Revenue must answer the 

fo llow ing questions:

1. Does the Pro ject Plan 
provide fo r diligent 
development?

2 . Is there a satisfactory plan 
fo r providing gas to local 
communities?

I f  the answer is “ yes”  to 
a ll five questions 

pertaining to the review 
o f  the application, then 
the Commissioner o f  

Revenue may decide to 
proceed to contract 

negotiations to provide 
for periodic payments in 

lieu o f  taxes.

Parties May Proceed to Contract 
Negotiation Upon Commissioner 
of Revenue’s Approval of the 
Application for a Contract

CSHB 393 
Flow Chart 
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page 2



0
T h e  C o m m is s io n e r  o f  R e v e n u e  a n d  the C o m m is s io n e r  o f  N a tu ra l R eso u rce s  N eg o tia te  a C o n t ra c t  w ith  S p o n so rs  that 
P ro v id e s  f o r  P a y m e n ts  in  L ie u  o f  C e r ta in  T a x e s , A la s k a  H ir e ,  C e r ta in  R o y a lty  A rra n g e m e n ts , G a s  fo r  C o m m u n it ie s  an d  

R e v e n u e  S h a r in g  w ith  C o m m u n it ie s

The Com m issioner o f  Revenue may, w ith respect to contract fiscal
term s, develop paym ents in lieu o f  certa in state o r  municipal o il and
gas, income, p rop e rty , o r  o the r taxes. F isca l terms sha ll:

1. Improve the competitiveness o f  the A laska project
2 . Function e ffective ly under a wide range o f  economic and market 

conditions
3. L ink the State’ s share to project profitab ility (make tax “ progressive” )
4 . Make State’ s share “ backend loaded” -low er ta* rates in earlier years, 

higher rates in later years
5. A llow  Sponsor a share o f  the pro ject’ s return commensurate with the 

Sponsor’ s assumed risk
6. Have the State’ s share increase under favorable price and cost 

conditions
7 . Be clear and unambiguous
S. Base payment terms on actual costs i f  possible, o r formulae

In addition to fiscal terms, the contract shall also:

1. Provide fo r A laska H ire within the lim its o f  Constitutional restrictions
2 . Provide gas fo r A laska communities
3 . Provide fo r a fa ir and reasonable sharing o f  revenue with affected 

communities. Development o f  municipal revenue sharing terms shall 
be based on the fo llow ing :

i.

ii.
The size o f  the tax base that would be exempted
The anticipated economic and social burdens imposed on a
municipality from  a project
The need fo r stable and predictable payments
The eight fiscal principles outlined above.
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W ith  the concurrence o f  the Comm issioner o f 
Revenue, the Com m issioner o f  N atu ra l 
Resources may negotiate terms to include in the 
contract that:

A. Provide for a method fo r valuing the gas for 
royalty purposes; and

B. M odify the rights o f  the State to take royalty 
in-kind rather than in-value.

The C om m issioner o f  Revenue notifies the m ayors o f  the affected communities and they establish the Municipal A dvisory G roup . One 
member from  each affected community is appointed to serve on the group. The Commissioner o f  Revenue must

1. Consult with the Municipal Advisory Group on the development o f  municipal revenue sharing term:
2 . Consult with the Municipal Advisory Group about issues affecting the communities during negot. oi..>.



The Commissioner of Revenue 
Completes Contract and Makes 
Preliminary Findings

Com m issioner o f  Revenue completes contract and makes 
p re lim in a ry  findings and a determination that the contract 
is in the long term fiscal interests o f  the State. W ith an 
affirmative finding the Commissioner shall:

1. Submit the proposed contract to the Governor.
2 . Make the findings, contracts and supporting data 

available fo r public and legislative review

Public and Legislature 
Review Proposed 
Contract

i
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A period o f  at least 30 
days begins fo r the 
public and the legislature 
to review and comment 
upon the proposed 
contract and findings.



The Commissioner of Revenue 
Reviews the Contract in Light of 
Public Comment and May Seek to 
Amend the Contract

The Commissioner o f  Rev enue prepares a summary 
o f  public comments. A fter consultation with the 
Commissioner o f  Natural Resources and the 
Municipal Advisory Group, the Commissioner o f  
Revenue:
1.

2.

May develop proposed amendments to the 
contract and attempt to secure Sponsor 
agreement to the proposed amendments 
Make final findings and a determination that 
the contract is in the long term fiscal interest 
o f  die State.

The Legislature Considers 
Legislation to Authorize the 
Executive Branch to Execute 
the Contract

CSHB  393 
F low  Chart. 
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The Commissioner submits the 
proposed contract and final findings 
to the Governor. The Governor 
submits the findings and proposed 
contract together with a bill 
requesting authority to execute the 
contract to the legislature.

V

The Executive Branch and the 
Sponsors Execute the Contract

I f  the legislature grants the executive branch the 
authority to execute the contract, then the Governor 
must do so within 60 days o f  the effective date o f  the 

authorizing legislation.



Alaska State Legislature
SENATE

O ffic ia l Business State C ap ito l
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Senate Labor & Comm erce Com m ittee
♦=expected to be present

*CHA IRM AN , Senator Leman 
* V IC E  CHA IRM AN , Senator Mackic 

♦Senator M ille r 
♦Senator Ke lly  

♦Senator Hoffman

AGENDA 
Thursday, April 30, 1998 

1:30 p.m.
Fahrenkamp Room

Teleconference: ANC, FBX, Kenai, Valdez, offnets

CONFIRMATION HEARING:
Occupational Safety and Health Review Board

Dennis Davidson - Anchorage (A N C  L IO )

HB  393: Develop Stranded Gas Resources 
By House Rules Comm ittee by Request of the G overnor, 

S ponsor

Expected Witnesses:
Representative Mark Hodgins to present legislation 
Commissioner Wilson Condon, Commissioner, Department of Revenue 
Commissioner John Shively, Commissioner, Department of Natural 

Resources
Mike McCarthy, Senior Advisor for Alaska Interests Organization 

(offnet: (713) 656*6146) 
i Jack Keating/Paul Reichart, University of Alaska (offnet: (907) 474-7096)
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PO Box 101553 Anchorage, AK 99510 • •  Ph: 907-277-8910 Email: ollwatch@alaska.net

April 29,1998

TEST IM ONY  ON  HB 393

TO: Senate Labor and Commerce Committee, Chairman Leman and Senators 
Mackie, Ke lly , M iller, and Hoffman

FR: Jim Sykes, Executive Director of Oilwatch Alaska, a nonpartisan, nonprofit,
independent organization o f Alaskans who work for open government and 
fairness on matters of our commonly owned o il and gas resources.

Mr. Chairmen and Members of the Committee,

Serious questions remain to be worked through before HB393 can become a viable 
piece o f enabling legislation to take advantage of a potential opportunity which may 
or may not happen. The legislature has the.constitutional obligation to ensure that 
Alaskans get a fair return for our nonrenewable o il and gas resources. We must 
reflect carefully on Alaska’s role in the world's energy picture as we’proceed. The 
March issue o f Scientific American cites forecasts that by the year 2010 crude oil 
demand w ill outstrip production by 10 b illion barrels. As Alaskans we need to be 
extremely careful how we use our one-time savings account of petroleum resources. 
Meetings between O ilwatch board members and the State's consultant Dr.Pedro 
Van Mueres and Yukon Pacific Corporation have helped to shed light on some 
areas of concern that we bring forward:

1) In the course o f optimism for a gasline project and hope for high gas prices there 
has been almost no discussion about the downside risks and effects that a project 
could impose on the State.

2) In the current form of HB 393 there is no legal assurance that a renegotiated 
contract by the administration w ill in fact "fully and fairly compensate the people of 
the State o f Alaska" for the severance of publicly-owned resources or other public 
costs. •
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3) The payment in  lieu of taxes scheme is risky in several ways.

4) How  do we ensure a competitive environment for development o f gas resources *• 
that is free from anti-trust concerns that have recently come to light regarding the 
Trans-Alaska O il Pipeline in "The B ig  Squeeze" by Dr. Richard Fineberg?

Th iiirces Committee has heard testimony about hopeful opportunities for a 
Trans-Alaska gas line. While it is true there may be an opportunity for Alaska 
because of the current Asian financial crisis, there are also downsides which have 
not been explored. Please note that the Van Mueres report was written prior to the 
Asian financial c risis, which is one reason that our recent conversation w ith h im  was 
o f timely interest. Van Mueres acknowledged that there is the possibility that cash 
starved Asian countries may be w illing  to grant greater concessions to get gas 
extraction activities started at almost any price, which could effectively hurt 
Alaska's already uncompetitive position more adversely. It is also possible that 
large amounts of gas from other countries could flood the world market after 
Alaska's project came online, which could result in Alaska making no significant 
money for the stranded gas. A  long low  gas price scenario is a very real possibility. 
Legislators are going to great lengths to "do what it takes to make the a gasline 
project profitable," but in reality we can't make the project profitable i f  it is not.
We cannot make world gas prices rise because we want them to. And we cannot 
afford to give our valuable resources away.

The current impetus in HB 393 for the state to negotiate a "flexible" contract where 
the state takes less when gas prices are low  and more when gas prices are high is a 
true risk for Alaska's citizens and resources. As Dr. Van Mueres told us, "The 
world does not need Alaskan gas...Iran has 35 projects the size o f Alaska's." The 
main question is, "What are we prepared to give up to try and make a gasline 
project feasible?" A  Trans-Alaska gas pipeline has been on the horizon for over 20 
years now, and if  it could be profitable, it probably would have been built by now. 
Yukon Pacific has said that there w ill be plenty o f money for everyone if  the project 
is done right. How can we get that assurance?

We need to move conservatively to^iYensure that our nonrenewable resources bring 
their highest possible value to the State even if  timing means a delay of several 
years. I  would like to address questions raised by Representative Barnes in the 
earlier part o f today's meeting regarding timing. Since HB393 does not specifically 
define whether the project w ill be LNG  or GTL, I  am reminded by Dr. Van Mueres' 
view that a gas pipeline would yield a ballpark $75 billion to $80 billion in taxable
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product, i.e. natural gas. Large corporations who lease our natural gas could take 
the same resource and leave about $15 billion in taxable gas liquids at one-sixth the 
present value o f natural gas. I f  they made diesel with current GTL technology, 
which is not currently taxed by the State of Alaska, it could be extremely profitable - 
for the petroleum companies-profit which would flow to the stockholders o f the 
corporations rather than the State of Alaska. I  asked Van Mueres why anyone in 
their right mind would go along w ith GTL when LNG  is obviously more beneficial, 
and he replied that GTL would be a backstop opportunity if  a pipelin * project did 
not materialize. One can see there is really a lot to consider about how the 
downstream use of our natural resources directly affects the economic benefits to 
the State.

I  urge t h i s c o m m i t t e e  to reconsider the payment in lieu of taxes scheme 
proposed by HB393 before passing the b ill out. The two-tier system of identifying 
impacted communities still leaves the open question whether or not "periodic 
payments" to municipalities w ill be adequate to compensate for the real costs o f 
providing schools, public safety and other services for the influx o f workers 
associated with a big project. One can easily envision a scenario where Anchorage 
and Mat-Su might be more impacted than communities in the pipeline corridor.
Both corridor and non-corridor communities could make their case to the Revenue 
Commissioner who is obligated to come up with some sort of payout directly from 
the qualified company. It is easy to imagine that the needs of the communities 
would outstrip the ability o f the pipeline builder to pay for the up front costs. It is 
hard to see how advance payments w ill be substantially different than raising 
revenue through taxes, since the needs w ill be the same regardless of which method 
is used to pass money from the qualified company to municipalities. Fairbanks 
Borough Mayor Hove stated that i f  they added up all the potential funds that need to 
be addressed it could turn this project upside down. Hove said the sum would 
exceed the sum o f taxes that could be gathered the first 5 years.

As former Governor Hammond would probably say, the only way to ensure that 
those who benefit from working in Alaska support the services that are required is 
to have an income tax-something that is not part of HB393. There is the larger 
question of whether local communities should go into bonded indebtedness for the 
benefit o f a for-profit corporation which may or may not succeed.

The area of anti-trust is important, because the State of Alaska has left an estimated 
$4.5 b illion to $9.2 billion in royalties and taxes [The Trans-Alaska Pipeline 
System: The Causes o f Regulatory Failure , Antony Scott, 1996] that Alaska's 
citizens probably deserved in return for the extraction of their petroleum resources.
That would raise our permanent fund to the neighborhood of $30 billion dollars

C o m m e n ts  o n  H B 3 9 3  3 /3 1 / 9 8  P a g e  3
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instead of where it is today. The state has not demonstrated its ability to adequately 
regulate the o il industry for maximum the benefit o f its citizens. Please refer to Thz. 
Big Squeeze written by Dr. Richard Fineberg for a history of settlements that K ing  
to light questions of anti-trust violations and enormous losses of revenue for 
Alaskans. The legislature should be aware that there are anti-trust acticijs before 
Federal Energy Regulatory Commission, [Oxy] and before courts in  A1 aska, 
[Maritime Endeavor v. Alyeska]. Not only do we need to consider o u- gas as a 
competitive product on the world market, but we need to ensure competition in 
producing the gas provides Alaskans the maximum possible value for the extracted 
resources.

HB 393, in its current form, risks reasonable return on resources and adverse 
impacts to affected communities. A  thorough examination of potential economic 
downsides needs to take place as w6il as inquiry into the anti-trust realm. In  short, 
HB 393 needs sume additional work.

Thank you for the opportunity to testify. I w ill be glad to answer any of your 
questions.

Jim Sykes, Executive Director

C o m m e n ts  o n  H B 3 9 3  3 /3 1 /9 8  P a g e  4



H B  i>£\ 3
I o n s  K m  >\\ i . i s

t.OvEm.'.OR P O  Bo« 11000! 
Junyau Alaska 99811 OOOi 

1907) J65 3500 
Fat (907) A6S-3S32

S t a t e  o f  A l a s k a

OFFICE OF THE GOVERNOR 

J  L NKAL

February 9, 1998

The Honorable Gail Phillips 
Speaker of the House 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Today I am transmitting the Alaska Stranded Gas Development Act to advance the 
development of Alaska's vast supply of North Slope natural gas. This legislation follows . 
the recommendations of the North Slope Gas Commercialization Team which was 
established by legislation last year to build a framework to improve the economic 
feasibility and competitiveness of a North Slope gas project.

The bill authorizes the state to negotiate contracts with project sponsors to improve the 
economic feasibility of developing stranded gas on the North Slope. Contract payments 
would replace some or all of the state and municipal taxes applicable to the gas project 
including: 1) state and municipal ad valorem property taxes; 2) production or severance 
taxes; and 3) state corporate taxes. The state's royalty share of produced gas would not 
be subject to such a contract. Contract payments would be designed to improve project . 
economics by "back-end loading" tax liabilities to allow project investors to begin to 
recoup some of their investment before facing a heavy tax burden. The contract 
payments would also be designed to provide the state with an increased share of the 
project's revenue if energy prices increase or if the sponsors are able to substantially 
decrease anticipated project construction costs.

Such contract payments were envisioned in both die House Concurrent Resolution 
relating to North Slope gas and the gas commercialization team bill passed last year.
While the bill is unique in many respects, there are precedents for this type of incentive.
For example, the LNG project on the Kenai Peninsula, which provides significant jobs 
and production and property tax revenue, benefited directly from the Alaska Industrial 
Incentive Act which provided tax advantages critical for development.

Dear

There are several major benefits to the approach authorized in die bill. Fiscal 
arrangements can be tailored to die specific economics o f a gas project. Contractual



payments are more likely tc provide predictability for potential investors in a project.
This method also addresses the critical element o f local taxes by providing a mechanism 
for ensuring a steady payment stream to municipalities over the life of the contract.

Local hire and the u'e o f local businesses in any project are also stressed in the 
legislation. Employers participating in the project are required to advertise locally for 
available positions, use Alaska job service organizations, and employ qualified Alaska 
residents and Alaska-owned businesses to the full extent permitted by law.

Any contract negotiated by the Administration would be subject to legislative review and 
public hearing. Additionally, I would encourage the legislature to require legislative 
approval of a contract because of the appropriate role of the legislature in such a unique 
and significant decision. Furthermore, if such a contract in lieu of taxes was considered a 
tax, the legislature may well be required to approve such action by law.

The bill recognizes that in the process of negotiating a contract it may be necessary to 
review confidential company data if the state's best interests are to be advanced. The bill 
strikes a balance between the public's right to review the basis for the contract and the 
company's right to protect proprietary information from their competitors.
Confidentiality of proprietary information is limited to items that, if revealed, would both 
affect a company's competitive position and significantly diminish the commercial value 
of the information.

The Stranded Gas Development Act is a critically important step in our efforts to realize 
the benefits of the enormous gas resources on the North Slope. While it is true a number 
of other factors must be addressed before a North Slope gas project becomes a reality, 
such as project cost reductions, market conditions, and the need for more favorable 
federal tax laws, this bill lays the necessary groundwork for our success. I urge your 
prompt and favorable action on this measure.

The H onorable Gail Phillips
February 9, 1998
Page 2

Sincerely,

Governor
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SUBJECT:

TO:

G a s  projects  (C S H B  3 9 3 (0 & G ) )

R epresen ta t ive  M ark  H odg ins ,  C h a ir  
H o u se  Special C o m m it te e  on Oil and  G as

FROM: T a m a ra  B randt C o o k  
D irec to r

H e re  is a d ra ft  c o m m it te e  subst itu te  you  reques ted  o f  a bill o r ig in a l ly  in tro d u ced  b y  the 
g o v ern o r .  I h av e  s o m e  co m m ents .

( 1 ) T h e  b i l l  as  in tro d u ced  does not seem  to co m p ly  w ith  Art. IX. sec. 1 o f  the state 
c o n s t i tu t io n  w h ich  states:

T h e  p o w e r  o f  tax a t io n  shall n e v e r  be  su rrendered .  T h is  p o w e r  shall no t b e  
su sp en d e d  o r  co n trac ted  aw ay, ex cep t  as p rov ided  in th is  article.

U n d e r  A S  4 3 .8 2 .2 1 0  in the  bill, a co n trac t  w ill  con ta in  te rm s  that su b s t i tu te  period ic  
p ay m en ts  in lieu o f  taxes. T h ese  con trac t  te rm s  w ill ,  I su p p o se ,  b e  ex p ec ted  tc  p rev en t  the 
state from  later ch an g in g  the law and im posing  those taxes as a  resu lt  o f  the federal and  state 
p ro h ib i t io n s  on  the  im p a irm en t  o f  con tracts .  (Art. I, sec. 15, C o n s ti tu t io n  o f  th e  S ta te  o f  
A lask a )  T h e  p rob lem  is that this is exactly  the kind o f  con trac t  that  is p roh ib i ted  u n d e r  Art. 
IX , sec . 1. W h ile  the s ta te  m ay  certa in ly  p ro v id e  for a tax e x e m p tio n ,  I do  n o t  th ink  it is 
p o ss ib le  for the state to  g i \  . up its p o w e r  to repeal the e x e m p t io n  and  im p o se  the tax in the 
fu ture . A n y  co n trac t  that has  that effect w ill  p ro b ab ly  be vo id  as  aga ins t  pub lic  po licy .

(2 ) A S  4 3 .8 2 .2 3 0 (a )  req u ires  the co m m is s io n e r  o f  rev en u e  to in c lu d e  in a co n trac t  a term 
re q u i r in g  co n tra c t in g  w ith  and  em p lo y m en t  o f  s ta te  res iden ts ,  "w ith in  the  constra in ts  o f  
law..." A s  a p ractica l  m atte r ,  there is little ch a n ce  that such  a te rm  co u ld  ev e r  b e  included. 
( H ic k l in  v. O rb c c k . 565  P .2d  159 (A la sk a  1977), rev 'd on  o th e r  g rounds ,  4 37  U.S. 518 
(1978))  T o  the  ex ten t tha t  the change m ad e  in  this C S  to the def in i t io n  o f  "A lask a  resident"  
a d d s  a  d u ra t io n a l  re s id e n cy  req u irem en t o f  o n e  y ea r  o r  longer,  it is l ike ly  to be 
c o n s t i tu t io n a lly  invalid .

(3 )  T h e  re q u ire m e n t  ad d e d  in AS 43 .8 2 .4 3 5  o f  this C S  tha t  th e  au tho ri ty  to e n te r  into a 
co n tra c t  b e  au th o r ized  b y  the legislature m a y  v io la te  th e  sep a ra t io n  o f  p o w e rs  doctrine . 
W h i le  th e  leg is la tu re  m a y  enact s tan d ard s  for the  exe rc ise  o f  an  ex ecu tiv e  p o w e r ,  it m ay  
g e n e ra l ly  n o t  re se rve  the  p o w e r  to a p p ro v e  o r  au th o r ize  a p a r t ic u la r  action. F o r  exam ple ,



fo rm e r  A S  37 .05 .280 , requ ir ing  legislative approval o f  certa in  leases o f  s ta te  o ff ice  space, 
w a s  h e ld  to v io la te  the p rinc ip le  o f  separa tion  o f  pow ers. (M ar in e  V iew  C h ap te r  J u n eau 
T e n a n ts  A sso c ia t io n  v. A lask a  S ta te H ou s in g  A u th o r i ty . S u p e r io r  C ourt ,  First Jud ic ia l 
D is tr ic t ,  1JU -S0-1037 Civ., Nov. 3, 1981) C urren tly  the P ro cu rem en t C o d e  co n ta in s  a 
s im i la r  lease approval requ irem en t in AS 36.30 .0S0, but at the t im e  o f  the C o d e  rew rite ,  a 
re p re se n ta t iv e  o f  the A tto rney  G enera l 's  o f t ice  testified that the p ro v is io n  w as invalid. 
L ikew ise ,  the executive branch has. for m an y  years ,  taken the pos it ion  that the req u irem en t 
fo r  leg is la t ive  approval o f  roya lty  oil contracts  is unconsti tu tiona l (S ec  G o v e rn o r 's  
transm itta l letter for SB 164 dated April 22, 1995, S enate  Journa l,  p ag es  119 0 -1 1 9 1 ) N o te ,  
h o w e v e r ,  that  w h i le  the execu tive  b ran ch  has  consis ten tly , and, in m y  v iew , correc tly , 
asse r ted  that legislative approval p ro v is io n s  are  unconsti tu tiona l,  it has  o f ten  co n fo rm ed  to 
th e m  to  a c co m m o d a te  the legis la tive  desire  for oversight.

(4) A S  4 3 .8 2 .4 0 0  uses the term  "pub lic  revenue."  I don 't  k n o w  w h a t  that m eans.

(5) T h e  def in it ion  o f  "u n eco n o m ic  o r  uncom peti t ive"  ad d ed  in parag rap h  12 o f  A S  43 .-  
8 2 .9 0 0  in  th is  C S  is no t useful. T hat ph rase  is not used  in the bill at all excep t  in the 
p a rag ra p h  ( 1 1) o f  th e  sam e  section. T aken  to ge ther  the net resu lt  o f  bo th  the  def in it ions  is 
to  d e f in e  "s tranded  gas" as follows: ( 1 1 ) "stranded  gas"  m e a n s  gas  that  is no t be ing  
m arke ted  due  to p revail ing  cost  o r  p rice  co n d it io n s  as d e te rm in ed  b y  an ec o n o m ic  ana lys is  
b y  th e  co m m iss io n e r .  Is that a  g o o d  defin it ion  for y o u r  p u rp o se?  I f  so, I sugges t  y o u  
su b s t i tu te  it for pa rag rap h s  ( 1 1 ) and  ( 12).

(6) In A S  4 3 .8 2 .5 1 0  added  b y  this C S it is p re su m ed  that m o re  than  one  m u n ic ip a l i ty  w ill  
b e  a f fec te d  and so several m em b ers  w ill b e  appo in ted  to the g roup . W h a t  i f  o n ly  o n e  
m u n ic ip a l i ty  is affec ted? i s

(7) In A S  4 3 .8 2 .200(2 )(A ) and  (B ) are m u tua lly  exclusive . D oes  th is  m a k e  sense?

(8) A S  43 .82 .300  is unc lea r  to me. U pon  approval o f  an ap p lica tio n  , a c o m m iss io n e r  can  
re q u es t  ce rta in  in form ation , but, i f  the in fo rm ation  is not p ro v ided ,  the  co m m iss io n e r  is 
p ro h ib i te d  from co n tin u in g  to rev iew  the applica tion . H asn 't  the app lica tion  a lready  been  
a p p ro v e d ?  W hat,  then, is left to rev iew ?

T B C :lm b  
9 8 -0 3 5 . Imb

Representative Mark Hodgins
March 11, 1998
Page 2
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Representative Marc Hodgins VIA FACSIMILE AND FIRST CLASS MAIL
Chairman, Special Committee on Oil and Gas 
State Capitol Room 110
Juneau. A K  99801-1182 Re: CSHB 393 (Stranded Gas Development

Act)

Dear Representative Hodgins:

At the March 10, 1998, Special Committee on Oil and Gas hearing on CSHB 393 
(Stranded Gas Development Act), you asked whether the proposed legislation could go further in requiring 
Alaska hire without running afoul o f  the Alaska and U.S.Constitutions. For the reasons set out below, 
in our opinion the provisions in the legislation before you, with the changes proposed by Commissioner 
Condon, likely go as far as the courts would allow.

As I briefly discussed at the hearing, the courts have historically found Alaska local hire 
laws unconstitutional, either under the privileges and immunities clause o f  the U.S. Constitution or under 
the equal protection clause o f  the Alaska Constitution. In Hicklin Orbeck, 437 U.S. 518 (1978), under 
the privileges and immunities clause, the U.S. Supreme Court struck down an Alaska local hire law that 
applied to all employment which was the “result” o f  state oil and gas leases and required Alaskan residents 
be hired in preference to nonresidents so long as Alaskans were available. The Hicklin court held that 
employment in the construction industry was a fundamental right entitled to the protection o f  the privileges 
and immunities clause, and discrimination against nonresidents would only be permitted if  there were a 
substan tia l reason justify ing the discrimination. The State failed to prove that nonresidents were a 
“peculiar source o f  the evil o f  unemployment.”

Following the Hicklin decision, the Legislature enacted a narrower local hire statute which 
required public construction contractors to have a work force that included at least 90% Alaska residents. 
In Robison v. Francis, 713 P.2d 259 (Alaska 1986), the Alaska Supreme Court, again, under the privileges 
and immunities clause o f  the U.S. Constitution, held the statute unconstitutional. The court rejected the 
State’s argument that nonresident construction workers were a “peculiar source o f  unemployment problems 
in A laska” because they took construction jo b s  that would otherwise be taken by Alaska residents. The 
court upheld the superior court’s finding that the nonresidents were no more a peculiar source o f  
unemployment in die construction industry in Alaska than they would be in any other state. Ruison , 713 
P.2d at 266. In addition, the court upheld the superior court’s finding that in Alaska there may be many 
other sources o f  unemployment -- climatic extremes, the absence o f  construction activities in rural areas, 
and the lack o f  training in rural areas.

D EPA RTM ENT  O F  LA W

OFFICE OF THE ATTORNEY GENERAL

March 13, 1998

<
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TO: M ARC HODG INS , Chairman, Special Committee on O il and Gas March 13, 1998
RE: HB 393 (Stranded Gas Development Act) Page 2

Following Robison, in 1986, the Legislature amended AS 36.10 to require contractors on 
public construction projects to give hiring preferences to residents o f economically distressed zones. In 
State v. Enserch Alaska Constr. Inc., 787 P.2d 624 (Alaska 1989). the Alaska Supreme Court held that 
the hiring preference for economically distressed zones provided for in AS 36.10 violated the equal 
protection clause of the Alaska Constitution. The court reasoned that the disparate treatment of 
unemployed workers in one region in order to confer an economic benefit on sim ilarly situated workers 
in another region is not a legitimate legislative goal. Enserch, 787 P.2d at 634.

With the background o f these cases, in our opinion it is unlikely that CS HB 393 could 
contain significantly more substantial, or quantifiable, Alaska Hire provisions without running afoul o f the 
Alaska and U.S. Constitutions. At this time, far in advance of pipeline construction, it would be h ighly 
questionable whether one could reasonably establish nonresident workers as a peculiar source of ev il, not 
knowing future employment conditions in the State.

It is our understanding that CS HB 393 contains a new subsection (c) to Section 43.82.230 
which would provide that “[s]ubject to the voluntary agreement of the qualified sponsors the commissioner 
may include a term in the contract providing for incentives to encourage training and hiring of Alaska 
residents.” As I briefly discussed at the hearing, for a variety of reasons, a sponsor may, in a manner 
similar to the Northstar example, voluntarily commit to substantive Alaska hire goals that the State may 
not mandate through legislation. Moreover, these incentives would be more contemporaneous with pipeline 
construction and could, presumably, be more closed tailored to addressing future employment conditions 
in the State. Therefore, this proposed language may help address your concern that the legislation contains 
the tools by which the State may obtain more solid assurances o f Alaska hire.

I hope this letter addresses your questions. I f  you have additional questions or concerns, 
please let me know.

Very truly yours,

BRUCE M. BOTELHO

Lawrence Z. Ostrovsky 
Assistant Attorney General 
O ii, Gas & M in ing Section

cc: Commissioner Condon
Pat Pourchot 
Jack Griffin 
Ed Flanagan 
Mary Marshbum

ATTORNEY/GENERAL

rlBy:

LZO/mb
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M arch  26, 1998

T h e  H o n o ra b le  R epresen ta t ive  M ark  H odgins  
A la sk a  S ta te  Legis la ture  
S ta te  C ap ita l  
R o o m  110
Ju n e a u ,  A la sk a  9 9 8 0 1 - 1 1S2 

D e a r  R ep re sen ta t iv e  H odgins:

A t a  re cen t  hearing  o n  H B  393 -  T he  S tranded  G as D ev e lo p m en t  A ct -  y o u  a sk e d  h o w  
th e  d if fe ren c e  be tw een  real and  personal p rope rty  m ay  have  a  b ea r in g  on the 
im p le m e n ta t io n  o f  the  oil and gas  p roperty  tax in this state. I ap o lo g ize  fo r  the  d e lay  in 
g e t t in g  th is  re sp o n se  to you.

A S  4 3 .5 6 ,  the s ta te ’s 20-m ill  p roperty  tax on oil and  gas  property , m ak es  no 
d if fe ren t ia t io n  b e tw een  real and  personal property . It s im p ly  taxes any  p ro p e r ty  used  fo r  
p ro d u c t io n ,  exp lo ra tion , o r  p ipe line  transporta tion  o f  oil o r  gas.

M u n ic ip a l i t ie s  a lso  co llec t  taxes  on this p roperty  under  A S  29 .45 .080 . T ax e s  p a id  to  the 
m u n ic ip a l i t ie s  u n d e r  A S  2 9 .4 5 .0 8 0  are cred ited  against am o u n ts  o w ed  to the s ta te  u n d e r  
A S  4 3 .5 6 .  T h e  m un ic ipa l  po rtion  is at the sam e  mill rate app lied  to o ther  p ro p e r ty  tax ed  
b y  th e  m unic ipa li ty .

A s  lo n g  as a m unic ipa l i ty  has  a p rope rty  tax  it can co llec t  taxes  on oil and  g as  p ro p e r ty  i f  
ta x e d  b y  the  state. T h u s  the d is tinc tion  be tw een  real and personal p roperty  is m oot.

I h o p e  th is  answ ers  y o u r  question . I f  you  have  any  ques t ions  p lease  call m e  at 3 4 3 -9 2 5 7 .  
T h a n k  you.

Sincere ly

R o g er  M ark s  
Petro leum  E conom is t
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K N O W L E S ’ B I L L  E N C O U R A G E S  G A S L I N E  D E V E L O P M E N T .  J O B S
Bill includes Provisions for Alaska Hire, Gas for Alaska Communities

Legislation that encourages development o f A laska's enormous North S lope natural gas 
reserves, while providing fo r the hire o f A laska workers and use o f Alaska businesses 
and gas fo r Alaska communities, was transmitted to the Legislature by Gov. Tony 
Know les today.

“The challenge we face is to bring the North S lope's vast natural gas reserves to market 
in a cost-effective manner, while still making sure it’s a good deal for A laskans," 
Know les said. "This legislation allows the state to negotiate a tax structure that provides 
the incentives producers need to develop this resource in a highly competitive world 
market, while securing commitments from the producers to hire A laskans, use A laska 
businesses and provide gas fo r A laska communities.”

The result o f nearly a year’s work by Know les’ G as Commercialization Team , the 
legislation authorizes the state to negotiate with the sponsors o f a gas line project fo r 
payments in lieu o f taxes that otherwise would be imposed by the state o r a 
municipality. This would include state and local property taxes; sa les and use taxes; 
production or severance tax; and state corporate income tax. For municipalities, the bill 
provides the option o f an equity interest in the project in lieu o f taxes.

The idea is to create a progressive tax structure that shifts the tax burden from the 
beginning o f a project to later years when producers are realizing the profits from  their 
investment. Such “back-end loading" o f the tax burden is intended to reduce the risks 
and improve the econom ics o f a gas project that might not otherwise be developed.

In return, the bill c learly spe lls  out that A laska communities must have access to the 
clean-burning energy and describes terms regarding the notification, recruitment and 
employment o f A laska residents and A laska businesses on the project. The bill requires 
contractors to advertise in-state and use A laska job  service organizations in recruitment 
efforts.
Experts estimate there a re  3 5  trillion cubic feet o f natural gas on the North S lope , some 
o f which is currently re-injected into the Prudhoe Bay fie lds to increase oil production. 
This gas is America’s second largest reserve o f hydrocarbon energy, second only to

-more-
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Prudhoe's oil fields. Alaska's major gas owners are BP, ARCO , Exxon and the state.
The state's 12.5 percent royalty share of the gas is not changed in Knowles’ legislation.

"An A laska natural gas project makes good sense for many reasons," Knowles said. "It 
will create an estimated 10 ,000 construction jobs and 60 0  permanent jobs fo r A laskans. 
It will help stimulate the American economy, improve our balance o f payments, and 
strengthen A laska’s relationship with our Pacific Rim trading partners. It provides 
millions o f dollars to the state and federal treasuries and will make natural gas available 
to A laska communities along pipeline route."

The bill requires that the Revenue Commissioner compare the projected in lieu 
payments with the estimated cost o f additional state and local government services; 
add ress the effect o f the proposed contract on the state’s revenue; and determine 
whether the proposed contract terms are in the best interests o f the state. Know les 
called fo r the legislature to review and formally approve any contract terms after 
extensive public hearings.

In order to make that best interest finding, the legislation requires the disclosure o f 
financial, technical and market information regarding the project that is necessary for 
the development o f contract terms and describes the treatment o f proprietary 
information.

Know les ’ legislation is the culmination of several years o f work. Knowles first negotiated 
a memorandum o f understanding with North S lope gas owners on the steps needed to 
m ove the proposal ahead. Noted natural gas economist Dr. Pedro Van Meurs provided 
expert analysis on the world natural gas market and recommendations on state actions 
to m ake the project feasible. Last year, Knowles and the Legislature created the Gas 
Commercialization Team to examine the complex issues involved and draft the 
p roposed legislation.

“ In the past few years we have seen the gas line project go from impossible to 
improbable to now the doable," Knowles said. “This legislation is the next step forward.
It a llow s the state to negotiate a long-term contract that improves the competitiveness o f 
the project and provide the state with its fair share o f the benefits. That contract must 
a lso  address Alaska hire and contracting and payments to municipalities in lieu o f taxes 
fo r socia l impacts o f development. And it includes a plan to make gas availab le to 
A laska communities.

“The m ajor reason Alaska is as close to a natural gas project as it is today is the 
partnership between the legislative and executive branches o f state government and 
industry," Knowles added. “This is a bipartisan issue that all A laskans can support. I 
urge the Legislature’s quick and careful consideration o f this bill."

-30-
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L N G  d e m a n d ,  s h i p p i n g  

w i l l  e x p a n d  t h r o u g h  2 0 1 0
Warren lx. True Pipeline/Gas Processing Editor

T:
l i e  PN)>. e s p e c ia lly  the 
m id d le  years, ha ve  w it ­
nessed a d ram a t ic  tu rn ­

around in  the grow th of lique- 
fied-natural-gas (L \G ; F ig 1) 
d em an d  w h ic h  has tracked 
eq ua lly  strong natural-gas de ­
m and grow th .

| M u c h  ot th is g row th  has 
; been tor p ow e r generation in 

Asia, bu t even  U.S. L N G  de­
m and in  199b m ade  a strong 

j recovery (OG.I, Jan. 12, I W ,  p. 
33).

T h is  trend w as u n d e r ­
scored late last year by several 
a n nua l s tud ies ot w o r ld  LNG  
d em and  and  s h ip p in g .

As I99S began , however, 
econom ic  tu rm o il in  Asian fi­
nanc ia l markets has c lo uded  
near-term prospects for LN G  
in  pa rt icu la r and  a ll energy in 
genera l. But the extent of d am ­
age to energy markets is so far 
unclear.

O v e r a ll, nonethe less , d e ­
m and  grow th  in  power-gener- 
ation markets for natura l gas 
in c lu d in g  L N G  appears like ly  
to c o n t in u e  th rough  2000 if 
m ore s low ly  than was ev iden t 
early  in  the l'WOs.

A  s tudy by  U.S.-based In ­
stitute of Gas Techno log y , Des 

, H a in es , 111., reveals that LN G  
I im po rts  w o r ld w id e  have 

c lim b ed  nearly  S‘< /year since 
1980 and  account tor 23'.' o f a ll 
natura l gas traded in te rna tion ­
a lly . In  the mid-1970s, the 
share was o n ly  3r<.

In  19%, the most recent 
year for w h ic h  com p le te data 
are ava ila b le , w o r ld  L N G  trade 
rose 7.7'' to a record 92 b illio n  
cu m . o u tp ac ing  the overa ll 
co n sum p t io n  for natural gas ! 
w h ic h  increased 4.7'- in  19%,

By 201T  says the IG T  1 
study , natural-gas use w ou ld  
surpass coal a> the world 's sec- i 
ond most w id e ly  used tuel. j 
after pe tro leum . M u ch  of this 1 
grow th w il l occur in  thedevd-

The d om e  fo r  Tank  No . 1 o f  A t la n t i c  LN C 's  T r in id a d  p ro je c t  tens i n s t a l l e d  la te las t  yea r  as 
the p ro je c t  moves tow a r d  start-up in  1999.

o p in g  countries of Asia w here 
gas use, before the current eco­
n om ic  cris is began, was pro ­
jected to g row  S'", /year 
th rough  2013.

S im ila r  trends are reflected 
in  ano the r study o f L N G  trade 
released at yearend 1997, this 
from  O cean  S h ip p in g  C o n s u l­
tants Ltd., Surrey, U .K . The 
s tu d v  w as d o n e  too earlv , 
h ow eve r , to cons ider the ef­
fects of the f inanc ia l prob lem s 
r o ilin g  Asia.

G lo b a l L N G  dem and  w ill 
g r o w  s ig n if ic a n t ly  th rough  
2()!n, savs O cean S h ip p in g s  
s tudy , and result in  even tua l 
g row th  o f seaborne s h ip p in g  
capacity .

W o rld  trade in  L N G  w ill 
e xpand  to i 22.7 b ill io n  cu  m  in 
2lM)0 and  133,8 b il l io n  cu in  in 
200s from  l,2.3 b ill io n  a t  m in  (
I'His

By 2010, L N G  trade levels 
w i l l  reach m ore than 1S3 b il­
l io n  cu m , eq u iva le n t to an ex­
p a n s io n  of m ore  than 
4.5rr /year d u r in g  the 15-vear 
pe r io d .

L N G  trade expans ion  w ill 
be most d y n am ic  near term, 
says O cean  S h ip p in g , b o l­
stered b v  expans ion projects in  
Indones ia  and  M a lays ia , a long  
w ith  n ew  ones in  Q atar. 
O m a n , N ige r ia , and A ustra lia .

LNG i m p o r t s ,  e x p o r t s
IG T  figures for 199b (Table 

1) show  that a lm ost 77f; of the 
w orld 's  L N G  was d e liv e red  to 
the three A s ian  coun tr ie s . 
Japan. Korea, and T a iw an . D e ­
m and  in  the reg ion rose nearly 
9'i that year.

Inpan retained the title of 
w or ld 's  largest L N G  im porter, 
w ith  u i ’ ; ot the total, but it--

market g rew  o n ly  5%. S ince 
Korea began im po rt in g  L N G  
more than 10 years ago, says 
IGT's study, its dem and  has 
g row n  20f ; /year; in  1996, K o ­
rean im ports grew  4O'/ to 13 
b ill io n  cu m.

The  shock o f currency de ­
va lua tion  and related eco nom ­
ic woes in  early 199S w il l  lik e ­
ly s low  that growth.

A lm ost a ll the rem a inder of 
w or ld  LN G  production  w ent 
to Europe in 1996, w here m ar­
kets have remained static. That 
w i l l  change for 1997: Ita ly  
com p le ted  re fu rb ish ing  its 
o n ly  te rm ina l at P an igag lia  
and resumed imports from  A l­
geria Turkey nearly do ub led  
it-, im ports in |9 %  and , says 
IGT, has an enormous appetite 
curren tly  being fed by spot 
market purchases.

Fi t  exports (Table 2). Asia-
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Oceania i i c t o l l ' l l  li'r “O’ . «>f 
I.NG  production. tin* 

world's largest Iv ing Indone­
sia w ith ■ nt total sales. A l­
geria ivgaiiu 'i I its second-place 
standing alter revamping its
('l.lllts.

Exports trom  M iili iv s i. i rose 
2°'. in  w ith  com p le tion  
i<i the D u .i p lan t. A iu l lit start 
m  l k>l »7. Q a ta r m o v ed  in to  
n in th  po s it io n  as exporter and 
w i l l  l ik e ly  he expo rt ing  more 
than 12 m il l io n  m etric tons/ 
year by  20(>i).

O m a n , T r in id a d , and N ig e ­
ria w i l l  soon jo in  the list ot ex­
p o r t in g  countr ies , poss ib ly by 
ve ry  late 1448.

O cean  S h ip p in g  says Japan 
w i l l im p o r t  nea rly  SO b illio n  cu 
m /yea r b y  2010. . V I  more 
than in  1005.

S outh  K orea ’s com m itm en t 
to gas use and  L .\G  im ports is 
reflected in  a g row th  ot about 
5141 in  trade le ve ls  to 20.5 b il­
l io n  cu  m /yea r b y  2010.

Ta iw an 's  im po rts  w ill also 
see m o re  than a threefo ld in ­
crease d u r in g  1905-2010, in ­
c re a s in g  to 14 b il l io n  cu 
m /yea r. Japan, S ou th  Korea, 
a n d  T a iw a n  c om b in e d , the 
s tu d y  sa id , w i l l  account for 
701 o f w o r ld  L \ ‘G  trade in  
2010.

N e w  markets in  Tha iland , 
In d ia , C h in a , and  P h ilipp ines 
s h o u ld  boost L N G  trade m ed i­
u m  to long- term , a lth oug h  
the ir com b in e d  share of trade 
b y  2010 w i l l  o n ly  reach a 101 
share-equiva lent to 17.5 b ill io n  
cu  m /yea r.

S h i p s ,  PO Lrtua

In  its an n u a l s tudy  of L \ G  
s h ip p in g , O ce an  S h ip p in g  
fo u n d  that, w h en  com b ined  
w it h  a n  in c re a s in g  leve l of 
s crapp ing , w o r ld w id e  natural- 
gas-demand pro jections sug­
gest a steady rise in  total new- 
b u ild in g .

G r o w t h  o f  w o r l d  l n g  t r a d e

R e c o r d s  s e t
Near-term (to 2000) aver­

a g e  n e w b u ild in g  need, in  
term s o f the p re v a ilin g  fleet ca­
pac ity , w i l l  rise to N21/ year 
t rom  71 /year. M e d iu m  to 
long- term  g row th  rates w ill 
m odera te , ta ilin g  to 5-nl A v a r
to 2010.

W ith  M id d le  Hast exports 
ot I .N G  to the Far Hast set to

cjo
c
o

oz

i.’uf.'i hsii-jif U  Gas T-»rr CV. f'V" S S L

Tab>e i

L N G  IMPORTING CQU1VTR1ES, .1 9 9 6 ► 1
- '' .- 1

Million
molric Billion cu m % of % change

Counlry tons of gas total over 1995

Japan 44.237 56.034 60.93 4.50
Korea 9.470 11.995 13.05 35.99
Spam 5.568 7.053 7.67 0.19
France 5.104 6.466 7.03 0.13
France* Belgium’ 0.165 0.209 0.23 -76.97
Belgium! 2.862 3.625 3.94 -5.96
Taiwan 2.575 3.262 3.55 5.55
Turkey 1.767 2.238 2.43 97.63
U.S. 0.850 1.077 1.17 124.35

Total 72.598 91.959 100 7.68

‘Joint purchases Irom Abu Dhabi. |T o  this should be added 0.485 mil­
lion cu m received by GdF lor Disirigaz.

Source: Group Internationale des importaleurs du gaz nalurel liquefie. Pans.

J J V G  EHP0RT1WG COUWTRIES, 1 9 9 6

|

Counlry
I

Million
metric
tons

Billion cu m 
ot gas

% of
total

% chang 
over 199

Indonesia 25372 32.139 34.95 3.85
Algeria 14 412 18.256 19.85 8.94
Malaysia 12.112 15.342 16.68 29.11

I Australia 7.151 9.058 985 2.19
■ Brunei 6.038 7.649 8.32 -0.64
I Abu Dhabi 5.315 6.732 7.32 9.03
i U.S. 1.312 1.662 1 81 -1.79
i Libya 0.885 1.121 1.22 -18.99

Total 72.598 91.959 100 7.68

Tabie 2

Source: Group inlernationale des importaleurs du gaz nalurel liquelie. Pans

e x p a n d  the next 15 years . 
O ce a n  S h ip p in g  savs im ­
p roved  econom ies of sca le are 
lik e ly  w ith  the construction  of 
larger L N G  carriers.

Tort restrictions w il l be the 
m a in  constra int to size e x p a n ­
s ion , w ith  the construction of 
175,0110-21 HUH 10 cu m  vessels 
cons idered feasible.

L N G  n e w b u ild in g  p r ice s  
d e c lin e d  d u r in g  the o a rh  
Ish iik but recovered b v I44b to 
w it h in  21 of the peak I 1'1'!

le ve l. A d d it io n a l South Rare- , 
an yards have  entered the j 
L N G  market w ith  first d e liv ­
er)- in  1994. and com petit ion 
has in tens if ied .

'i ards in  France, Japan, and 
South Korea have begun ten­
d e r in g  for n ew  vessels, a l­
though  the project-based na­
ture of L N G  trad ing still re­
sults in  the m a jority  o f n ew  or­
ders be ing  p laced w ith  domes­
tic vards. savs O cean  S h ip ­
p in g

The  state o f L N G  s h ip ­
p in g—vo lum es . vessels, a nd  
routes— is pub lis h ed  a n n u a lly  
by the Society ot In te rna tio na l 
Gas Tanker & Te rm ina l O p e r ­
ators Ltd. (Sigtto), L o n d o n . 
The most recent issue, L N G  
Log 22 for 199b, reflects the 
steady g row th o f LN G  trans­
port by sea.

In 199b. m ore than 1.750 
voyages were com p le ted by  9] 
vessels (Table 3). Loaded L N G  
vessels traveled nearly 4 m i l ­
lio n  nautica l m iles and  d e l iv ­
ered more than 160 m il l io n  n i  
m  of LNG  to 27 rece iv in g  ter­
m ina ls  w o r ldw id e .

T he  n um be r of voyages , 
nautica l m iles , and total car­
goes for 199b exceeded records 
set in  1945. S ince 19b4. says the 
Sigtto report, there have been 
on ly  2 years (1480 and  1481) 
w hen  the am oun t of L N G  d is ­
charged ta iled to exceed that 
of the prev ious year.

The year 1996 w itnessed  
further concentration o f L N G  
transport to and w ith in  the 
Far East. M o re  than 124 m i l ­
lio n  cu m (76.91 of the year's 
total vo lum e) w ere d is cha rged  
at A sian term ina ls  to w h ic h  
vessels traveled on 1,129 v o y ­
ages and d u r in g  w h ic h  they 
steamed 3.35 m il l io n  m ile s , 
representing 84.41 o f the 
w or ldw  ide  total.

The num ber of vessel e n ­
tries in to Tokyo Bay, sa id  the 
Sigtto report, increased to 42°. 
equa l to an arr iva l on  average 
every 20.4 hr. In total s ince the 
m a iden arr iva l of Polar A laska 
at N'egislii late in  1969, no  
tewer than 6,737 L N G  carrier 
arriva ls (27.21 of the 24,788 
w o r ldw id e  voyages logged to 
the end ot 199b) have been

54 n i.
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Region Voyages °i Logged miles % Deliveries, cu m % Cu m-mlles %

Europe 619 35 1 
Far Eas! 1.129 64.0 
U S  15 0 9

556.299 
3.347 277 

59.396

14 0 
84 5 

1 5

35.414.792 
124 232.414 

1.810.608

21 9 
76 9 1.1

42.802.552.972
375.915.663.314

7.135.902.569

10 1 88 3 
1 7

Total 1,763 3,962,972 161,457,814 425,854.118,855

'As ol Dec 31. I9S6

Source LNG LOG 22. Sigllo London

reco rd ed  .U the entrance to 
T o k y o  [3oy

T h e  c u n u il. it iv e  amount ol 
L N G  la n d e d  In is nearly d o u ­
b le d  in  the 7 years end aye in 
14%. To ta l n um be r  ot v oyages 
the s tu dy  projected to have 
b een  com p le te d  by yearend 
1447 w as  ap p ro x im a te ly  
26,LXX).

N e w b u i l d i n g s ,  
n e w  r o u t e s

F iv e  vessels m ade their in i­
t ia l cargo- carry ing  appear­
ances in  1 °% , says LNG  Log 
22.

T h e  fo u r th  o f five ships 
b u ilt  at C h an t ie rs  de l'Atlan- 
t iq u e  fo r Petronas Tankers 
S e n d ir ia n  B er liad . Puten Zani- 
ru d , e q u ip p e d  w ith  four Gaz 
T ranspo rt tanks of OO.reS cu 
m  ca pa c ity , com p le ted  n ine  
vo yages  from  B in tu lu  to va ri­
o u s  te rm ina ls  in  Japan, Korea, 
a n d  T a iw a n .

A no th e r  Korean vessel, the 
H y u n d a i G reenp ia , made her 
in it ia l appea rance late in the 
year a n d  com p le ted  two voy­
ages. She has a capacity of 
a b ou t 130,1)0(1 cu m  contained 
in  fo u r  K v a e rn e r  spherica l 
tanks.

T w o  n ew  Liberian-flagged 
carriers for N a t io na l Gas Sh ip ­
p in g  C o .. A b u  Dhab i, began 
se rv ice  in  14%.

M u b a ra z . the first vessel 
from  the K vaerner Masa yard 
in  F in la n d , com p le ted  ten voy­
ages from  Das Is land. M raweli, 
the second o f four vessels o il 
o rde r, m ade  six deliveries.

T w o  m ore  sh ips were d e ­
liv e re d  in  1447 bring ing the 
N a t io n a l Gas fleet to eight ves­
sels. Four ea rlie r vessels were 
b u ilt  in  lapanese vards. savs 
L N G  Log 22.

F in a liy  in  i u %  the l l , 474- 
c u  in  S u rya  A k i le it the 
K aw a s a k i H e a v y  Industries 
vo rd  at Saka ide , 1.1 pan This 
j ja lia n iia n- reg is te re d  ship .

ow ned  by M C G C  In te rna tio n ­
al and managed by P.T. Hum- 
puss Sea Tansport. Indones ia , 
lias three Kvaerner spherica l 
tanks and a 12.000-hp (S.S27- 
kw) steam-turbine p ropu ls io n  
p lant. T he Surya A k i opened 
tw o new  routes d u r in g  the 
year.

There were seven routes in 
14%  over w h ich  L N G  was car­
ried for the first t im e . Four 
were to Japanese destinations , 
in c lu d in g  three n ew ly  opened 
rece iv ing  term inals; tw o  others 
were in  Spain; and  the last, to 
the U.S. (Table 4).

In Japan, the three n ew  ter­
m ina ls  were the fo llow in g :

• At Hatsuka ich i, west of 
H iro sh im a , the site o f an  in ­
s ta lla t ion o f H iro s h im a  Gas 
C o . Ltd. and at w h ic h  LNG  
from  Bontang w i l l  be d is ­
charged . The Surya A k i com ­
p leted f ive  voyages ove r the 
Bontang-Hatsukaich i route in 
1996.

• At Kogosh im a , at the ex­
treme southern end o f the is­
land  ot K vushu . the term ina l 
ow n ed  b v  N ip p o n  Gas Co. 
Ltd.

• At S-jdeshi, near S h iz u o ­
ka, app rox im a te ly  m id w a y  be­
tween Tokyo and  N agoya , the 
term ina l ow n ed  by Sh izuoka 
Gas Co . Ltd.

In Europe . Spain's Enagas 
added  tw o n ew  port pairs to 
its netw ork w ith  routes be­
tw een  iVlarsa-el-Brega and 
H u e lva  and Das Is land and 
H ue lva .

F in a lly , Das Is la nd  was 
source o f one  cargo in  1996 for 
Everett, Mass., for Cabot; an ­
other fo llow ed  in  1997.

LN G  Log 22 says the first of 
these voyages, m ade by  Klian- 
n u r  u nder charter to Cabot, 
marks the first ca ll at a U.S. ter­
m in a l -mce the G o la r  Freeze 
u nder charter to El Paso, ar­
r ived  at C o v e  Point. M d . in 
M arch |4S(),

Future vesse ls
Set to jo in the world 's LNG  

fleet in  1947 were several ves­
sels to serve Far Eastern re­
c e iv in g  term inals.

A m ong  these were the fir-t 
of ten vessels to carry Qatar 
LN G  from Ras Laffan to a new  
Japanese term ina l at Kawagoe. 
C h u b u  Electric Co rp ., b u v e ro f 
the gas, also has term ina ls at 
C h ita  and Yokka ich i in  the 
C h u b u  region a round  Nagoya.

The first two of these ves­
sels, actua lly  handed over by 
the b u ild in g  ya rd  before 
yearend 1996, are A1 Zubarah 
and A l Knor, 135,000 cu n i 
sh ips b u ilt  by M itsu i and  M it­
sub ish i, respectively, and to be 
operated b v M its u i O SK  Lines 
and N Y K . '

E q u ip p ed  w ith  f ive 
K vaerner spherica l tanks, both 
are ow ned  by a consortium  
cons is t in g  o f M its u i OSK . 
N Y K , Kawasaki K isen, S liow a 
L ine, and lin o  K a iu n .

These w ere fo llo w e d  in 
1997 by  A l R avan , from 
K awasak i H ea vy  Industries , 
a nd  A l W a jbah , from  M it ­
sub ish i. Later, six m ore vessels 
n ow  be ing  b u ilt  w i l l  jo in  the 
Qatar fleets. L N G  Log 22 says 
that still more w o u ld  undoub t­
ed ly  serve the Ras Laffan plant 
in  the future.

T he  last tw o  vessels for 
A bu  Dhab i's  N a t io n a l Gas 
S h ip p in g  C o ., A lh am ra  and 
Urnrn A l Ashtan, w i l l be d e liv ­
ered by the Kvaerner Masa 
yard in  F in land .

N K K  Corp .'s Tsu, Japan, 
s h ip y a rd  in  mid-1997 
launched  Am an Senda i (OGJ, 
Oct. 20.1997, p. 52), the second 
L N G  carrier N K K  has 
launched that uses the mom- 
brane-tank system. T h e  IS.Si'0- 
cu m  A m an  Senda i was built 
lo r Asia LN G  Transport Sdn. 
Bhd. (ALT), M alays ia .

A LT  is a s h ip p in g  jo in t ven ­
ture between Japan's N ip p o n

Y ii.seii K .K . and M a lays ia 's  
I ’.NSL Bhd. The first and sister 
vessel, the IS.bflO-cu m  A m an  ; 
B in tu lu , was a lso b u ilt  at , 
.NKK's Tsu works and de liv— i 
ered to A LT  in  October |943.

The A m an  Senda i was to be ■ 
chartered by M a lays ia LN G  
Sdn. Bhd. (M LNG) to trans­
port L N G  from  M a lays ia 's  
Sarawak gas fie lds to Gas Bu­
reau of Senda i, M iy a g i Prefec­
ture, on the Pacific Coast about 
350 km  north o f Tokyo, ac- , 
co rd ing  to N KK .

The c itv  conc luded  a 20- , 
year agreement w ith  M  L N G  to 1 
purchase 150,000 m etric tons i 
(more than 7.3 bet) o f L N G  an ­
n u a lly  trom  June 1997 and  
bu ilt a n ew  LN G  rece iv ing  ter­
m in a l at its port.

Senda i's  Gas Bureau is 
Japan's th ird  m ed ium -s ized  
reg iona l c ity  gas u t ility  to s u p ­
p ly  natura l gas by  d irec tly  im ­
po rt in g  L N G . Japan's three 
largest gas com pan ie s , in  
Tokyo, Osaka, and  N agoya , 
have a lready sw itched  to L N G  i 
from LPG/naphtlia .

In  a d d it io n , N K K  said in  
late 1997 that it had rece ived a 
th ird order from  A LT  for an ­
other L N G  carrier. T he  vessel, . 
a lso to transport L N G  for | 
Sa ibu Gas, is u nder construe- \ 
tion -t NKK 's  Tsu sh ipyards j 

and expected to be com p le ted  : 
in  September 1998.

L N G  Log 22 reports that 
the last o f the f iv e  "princesses" I 
for Petronas M ar in e  Send ir ian  
Berhad was to be de liv e red  in  
1997 by Chantiers  de I'Atlan- 
tique, of St. N aza ire . She is to 
be nam ed Puteri F iruz.

In the future , Korea Gas 
C o rp . has six sh ip s  o n  o rde r 
for 1999 d e liv e r y , s p lit  
am on g  H y u n d a i. S am sung , 
D aew oo , and  H a n jin . M o re ­
over, seven  a d d it io n a l ves­
sels to be b u ilt  by the same 
sh ip ya rd s  w i l l  fo llo w  in  2000 
and later. •
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Terminal and country Owner
Start-up

date

Vaporization 
design capacity, 
million cu m/day

Storage capacity, 
cu m ol LNG

Source ot 
supply

Expansion
plans

Japan
Negisru Tokyo Gas 

Tokiyo Electric
1959 53 t 25 million 

(16 tanks)
Alaska. Brunei

Senpoku 1 Osaka Gas 1972 9 4 « 45.000 Brunei
Sodegaura Tokyo Gas 

Tokyo Eleclnc
1973 n o 2.66 million 

(35 tanks)
Bruno'. Abu 

Dhabi 
Malaysia. 
Indoresia

Senooku II Osaka Gas 
Kansai Elec 
Nippon Sleel

1977 50 1 405 million 
(17 tanks)

Indonesia.
Australia

Tooala Kyusnu Elec . 
Nippon Sleel. el al

1977 25 8 x 60.000 Indonesia.
Australia

Chita ChuDU Elec 
Toho Gas

1977 2S 4 x 7u.wu0 Indonesia

Himep Kansai Elec. 1979 17 6 x 60.000 
t x 40.000

Indoensia.
Australia

New Chita Chubu Elec. 
Toho Gas

1983 33 6 x 80.000 1 x 160.000
Indonesia.
Australia

Nigaia Tohoku Elec. 
Nihonkai LNG

1984 40 520.000 (6 tanks)
Indonesia.
Auslra'ia

Himeji Joint 
Terminal

Osaka Gas 
Kansai Elec.

1984 15 1 x 40.000 6 x 80.000
Indonesia.
Australia

Higashi-
Otigishima

Tokyo Electric 19B4 55 9 x 60,000 Malaysia.
Indonesia

Futtsu Tokyo Electric 1985 60 4 x 90.000 
2 x 125.000

Malaysia. 
Australia. 
U.S.. Abu 

Ohabi

♦250.000 cu m 
storage 1999. 

250.000 cu m 2002: 
250.000 

cu m 2004
Yokkaichi Chubu Elec. 1987 23 4 x 80.000 Australia.

Indonesia
Yanai Chugoku Electric 1990 9 6 x 80.000 Australia.

Indonesia
Oita Kyushu Elec. 

Oita Gas
1990 12 4 x 80.000 Australia.

Indonesia
Yokkaichi Works Toho Gas 1991 2.4 2 x 80.000 Australia.

Indonesia
Fukuoka Saibu Gas 1993 4.1 2 x 35.000 Malaysia
Kagoshima Nirpon Gas Co. 1996 0.3 1 x 36.000 Indonesia
Halsukaichi Hiroshima Gas 1996 0.4 1 X 85.000 Indonesia ♦1.1 million cu m 

sendout cap.
Kawagoe Chubu Electric 1997 20 4 x 120.000 Qatar
Sodeshi.Shimizu Shizuoka Gas 1997 1.80.000 Malaysia

Other Asia
Pyeong Taek Korea Gas Corp. 1986 50 7 x 100.000 Indonesia. «3 x 100.000 cu m
(Korea) Malaysia storage in 1998

Brunei.
________________________________________________________    Australia___________________

Inchon (Koreal Korea Gas Corp. 1996 25 3 x 100.000 Indonesia.
Malaysia

♦700.000 cu m 
storage in 2000

Yung-An
(Taiwan)

Chinese Petroleum 
Corp.

1990 28 6 X 100.000 Indonesia.
Malaysia

Adding 390.000 
cu m storage

Europo
Panigaglia.
Italy

Snam 1969 11 1 x 40.000 6 x 80.000
Algena

Barcelona. Spam Enagas 1970 24 2 x 50.C00 2 x 80.000
Algenai
Libya

Fos-sur-Mer.
France

Gaz de France 1972 22 2 x 35.000 1 x 80.000
Algeria

Montoir. Frnace Gaz do France 1980 36 3 x 120.000 Algeria
Zeebruqge. Belgium Dislngaz 1987 16 3 x 87.000 Algeria
Huelva. Spain Enagas 1988 10 8 1 x 65 000 1 x 100 000

Algeria

Cartagena. Spam Enagas 1989 42 1 x 55 000 Alger a ♦6 6 million cu send 
oul 105.000 cu m 
storage by 1999

Marmara Ereghsi Turkey Botas 1994 16 3 x 85 000 Aice-.a

U.S.
Everett, Mass Distugas 1971 12 1 x 60 000

1 x 95 000
A ge1 a -4 0 million cu m 

senpoul cap by 1998
Lake Charles. La Ttunklme LNG 1980-1981. 

reopened 1989
19 3 x 94 400 Aige’ a

Cove Pomi. Md Cove Point LNG 1975-80. now operating 
as storage peak 
shaving tacihly

27 3 x 60.000 A ge- a

Source Institute ol Gas Tecnno'ogy Des Plames. Ill



^ R e s o u r c e  D e v e l o p m e n t  C o u n c i l
.y t  \  fo r A la ska , In c .

Founded '975
EXECUTIVE DIRECTOR

KonneldJ Freeman

1997-98 EXECUTIVE COMMITTEE
Allen Bingham. President 

John Sturgeon. Sr Vice President 
Gerald G Boolh. Vice President 

Uwe L Gross. Secretary 
Michael E. Slone. Treasurer 

Jacob Adams 
Cynthia Bailey 
Charlie Boddy 

James F Branch 
Frank M. Biown 
Marilyn Crocked 

Dennis Egan 
Mano Frey 

Paul S Glavinovich 
H Raymond Measles 

David J. Parish 
Elizabelh Rensch 
Jerome M. Selby 

Thyes J. Shaub 
Robert B. Stiles 

Clill R. Taro 
Scoll L. Thorson

DIRECTORS 
Will Abbott 

Irene A Anderson 
Don Argetsinger 

James S Arnovitz 
James E Carmichael 

James R Chatham, Ph.D. 
William H Cheek 

James L. Cloud 
David C Cobb 

Stephen M. Connelly 
Jellry J. Cook 
Larry Daniels 

John T. Donohue 
Paula P. Easley 

Bill Elander 
George L. Erickson 

Jellrey Y. Foley 
Donald S Follows 

Stanley T. Foo 
Lennie Gorsuch 

Elary Gromoll. Jr. 
Arvid Hall 

John K. Handeland 
Joseph R. Honn 
Karen J. Holslad 

David W. Hughes 
Jim Jansen 

Charles W. Johnson 
Darryl F. Jordan 

John Key 
James W. Konst 

Pelo Lealhard 
Brian J. letlich 

Dale R Lindsey 
Robert W. Loescher 
Frank E. McQuoary 

Clarence "Rocky" Miller 
Benjamin P. Nageak 

Wesley P. Nason 
John K. Norman 

Wilbur O'Brien 
Michael O'Connor 

Gary L. Paxton 
Kenneth E Peavyhouse 

William E. Pierce 
John A L. Rense 

Ronald L. Ricketts 
George R. Schmidt 

Robed I. Shoat 
William A. Thomas, Jr. 

Scott B. Thompson 
Bariy D. Thomson 

Steve Wells 
J.C. Wmgliotd 

George P. Wuerch 
Eric P. Yould

HONORARY DIRECTORS
Phi! R. Holdsworth 

William R. Wood

EX-OFFICIO MEMBERS
Senator Ted Stevens 

Senator Frank Murkowski 
Congressman Don Young 

Governor Tony Knowles

121 West Fireweed Lane, Suite 250, Anchorage, Alaska 99503*2035 
(907) 276-0700 Fax: (907) 276-3887 e-mail: rdc@aonline.com

M a r c h  18, 1998

R e p r e s e n t a t i v e  M a r k  H o d g i n s ,  C h a i r m a n  
S p e c i a l  C o m m i t t e e  o n  O i l  a n d  G a s  
A l a s k a  S ta t e  L e g i s l a t u r e  
S ta t e  C a p i t o l  (M S  3100)
J u n e a u ,  A K  9 9 S 0 1 -1 1 8 2

D e a r  R e p r e s e n t a t i v e  H o d g i n s :

R E : S u p p o r t  f o r  H B  39 3 ,  r e l a t i n g  to  d e v e l o p m e n t  o f  A l a s k a ' s  s t r a n d e d  
n a t u r a l  g a s  r e s o u r c e s .

T h e  R e s o u r c e  D e v e l o p m e n t  C o u n c i l  f o r  A l a s k a ,  In c .  (R D C )  s u p p o r t s  
H B  393  a n d  u r g e s  i ts  p a s s a g e .  R D C  h a s  l o n g  a d v o c a t e d  f o r  t h e  
e x p l o r a t i o n ,  d e v e l o p m e n t  a n d  p r o d u c t i o n  o f  A l a s k a ' s  o i l  a n d  g a s  
r e s o u r c e s .  T h i s  l e g i s l a t i o n  a l l o w s  th e  s t a t e  t o  c r e a t e  f a v o r a b l e  f i s c a l  
c o n d i t i o n s  f o r  t h e  d e v e l o p m e n t  o f  A l a s k a ' s  s t r a n d e d  g a s  r e s e r v e s  o n  
th e  N o r t h  S lo p e .

R D C  r e a l i z e s  H B  3 93  a l o n e  w i l l  n o t  c r e a t e  a  s i t u a t i o n  in  w h i c h  a  N o r t h  
S l o p e  n a t u r a l  g a s  p r o j e c t  is e c o n o m i c a l l y  f e a s ib le .  T h e  c o s t s ,  
p r o f i t a b i l i t y  a n d  r i s k  o f  a n y  p o t e n t i a l  p r o j e c t  m u s t  b e  t h o r o u g h l y  
e x a m i n e d .  A  r e s t r u c t u r i n g  o f  t h e  s t a t e ' s  c u r r e n t  " f r o n t - e n d  l o a d e d "  t a x  
s c h e m e ,  w i l l  l ik e ly  h e l p  to  a t t r a c t  a n  a p p r o p r i a t e  i n v e s t o r  o r  i n v e s t o r  
g r o u p .

B y  p r o v i d i n g  a  m e c h a n i s m  f r o m  w h i c h  a  s u i t a b l e  t a x  a n d  r o y a l t y  
s c h e m e  m a y  b e  c r e a t e d ,  H B  3 9 3  g r a n t s  t h e  s t a t e  t h e  p o w e r  a n d  f l e x ib i l i ty  
n e e d e d  to  m a x i m i z e  t h e  e c o n o m i c  b e n e f i t  o f  a  N o r t h  S l o p e  g a s  p r o j e c t .

T h e  d e v e l o p m e n t  o f  a  N o r t h  S lo p e  n a t u r a l  g a s  p r o j e c t  w i l l  c r e a t e  
s u b s t a n t i a l  p e r m a n e n t  a n d  t e m p o r a r y  j o b s  f o r  A l a s k a n s .  H B  3 9 3  
a d d r e s s e s  t h e  n e e d  to  h a v e  a  s t r o n g  A l a s k a  h i r e  p o l i c y  f o r  a  N o r t h  
S l o p e  g a s  p ro je c t .
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It  is  i m p o r t a n t  t h a t  m e a s u r e s  b e  t a k e n  to  a d d r e s s  p o t e n t i a l  i m p a c t s  t h a t  a  p r o j e c t  
m a y  h a v e  o n  lo ca l  c o m m u n i t i e s .  T h e  l e g i s l a t i o n  p r o v i d e s  fo r  a s o c i o - e c o n o m i c  
s t u d y  to  q u a n t i f y  t h e s e  i m p a c t s .  T h e  c u r r e n t  l e g i s l a t i o n  a d d r e s s e s  t h e  i s s u e  o f  
r e v e n u e  s h a r i n g  w i t h  m u n i c i p a l i t i e s  a n d  w e  e n c o u r a g e  t h e  c o m m i t t e e  to  c o n s i d e r  
i n p u t  f r o m  a l l  e f f e c te d  p a r t i e s .

T h e  d e v e l o p m e n t  o f  A l a s k a ’s s t r a n d e d  n a t u r a l  g a s  r e s o u r c e s  w o u l d  b r i n g  g r e a t  
b e n e f i t s  t o  t h e  p e o p l e  a n d  c o m m u n i t i e s  o f  A la s k a .  R D C  e n c o u r a g e s  t h e  S ta t e  
L e g i s l a t u r e  to  e s t a b l i s h  a  f i s c a l  a n d  r e g u l a t o r y  r e g i m e  w h i c h  p r o v i d e s  s t r a n d e d  g a s  
p r o j e c t s  i n  A la s k a  t h e  b e s t  p o s s i b l e  o p p o r t u n i t y  to  b e c o m e  e c o n o m i c a l l y  f e a s ib le .  H B  
3 9 3  g i v e s  t h e  s t a t e  t h e  a b i l i t y  t o  a c c o m p l i s h  th is  g o a l  a n d  R D C  u r g e s  i ts  p a s s a g e .

S i n c e r e l y ,

R E S O U R C E  D E V E L O P M E N T  C O U N C I L  
f o r  A l a s k a ,  Inc .

E x e c u t i v e  D i r e c t o r



A L A S K A  S T A T E  C H A M B E R  O F  C O M M E R C E

R e s o lu t i o n  9 8 - 1 2

Developm ent of S tranded Alaska North Slope Gas

W HEREAS , A laska has at least 26 trillion cubic feet o f natural gas resources in the 
P rudhoe Bay field and five to ten trillion cubic feet o f additional natural gas resources in 
other North S lope fields; and

W HEREAS , these natural gas resources are currently stranded, without a 
transportation means to reach a market; and

W H EREA S , possible favorab le conditions fo r the sa le o f North S lope gas to Pacific Rim 
markets beginning after 2 0 0 5  may exist; and

W HEREAS , the A laska Legislature recently expressed their support fo r intensified 
activities to advance econom ic North S lope gas sa les through their unanimous passage 
o f H ouse Concurrent Resolution No. 1; and

W HEREAS , the A laska State Chamber a lso recognizes that the petroleum industry is 
developing technologies which may offer other alternatives to produce the gas in the 
future; and

W HEREAS , the A laska State Chamber believes commercial development o f stranded 
natural gas from the North S lope and the construction o f associated facilities would 
greatly benefit the future economic health o f the State o f A laska, its local governments 
and private enterprise; and

W H EREA S , the A laska State Chamber supports the commercial development o f 
natural gas from the North S lope including the construction and operation o f the 
associated facilities;

TH EREFO RE , BE IT RESOLVED that the A laska State Chamber urges the G overnor 
and the A laska State Legislature to continue to take those steps, particularly to provide 
a stab le and appropriate fiscal and regulatory environment, which will give an A laska 
stranded gas project the best opportunity to become commercially viable, thus enabling 
the earliest possible development o f the resource.

ADOPTED

BY BY
Pam e la  La Bolle 
President Chairman, Board o f Directors



P R O P O S E D  AM ENDM ENTS TO HB 393  B Y  P IPE L IN E  M A YO RS

1 The Commissioner has the power to defer municipal taxes - net exempt pipeline owners

2. The taxes may be deferred for a maximum of 5 years from the first year in which the 
taxes could have been collected.

3. The agreement must provide that any deferred taxes be repaid with interest (at the long 
bond rate calculated as of January 1) during the first five years after the period of

4. Municipalities that defer taxes must be able to issue bonds up to the amount necessary 
to accommodate expenditures required to be made by the municipality as a result of the 
impact of the project. The bonds must be guaranteed by the State of Alaska.

5. No deferrals of property taxes may be permitted for facilities which are presently subject 
to the ad valorem property tax.

6. The deferral of taxes may only apply to (1) projects that require construction of a Trans- 
Alaska natural gas pipeline; and (2) facilities in existence during the initial exemption

7. Communities in proximity to the pipeline must have guaranteed access to gas at a price 
equal to the wellhead value plus the allocated transportation costs to the pipeline 
connection.

from them.

deferment.

period.

A

MAYOR DAVID ( MAYOR BENJAMIN NAGEAK

City of Valdez Fairbanks North Star Borough

P R O P O S E D  A M E N D M E N T S  T O  H B  393 BY PIPELINE M A Y O R S  

March 9, 1998



a d v a n c e  and  w ith  as m u ch  c e r ta in ty  as the Constitution ol the State o f  A laska  a llow s; 1 

an d  2

(3) m ax im ize  the  benefit  to the people o f  the state o f  the d ev e lo p m en t  3 

o f  the s t a t e ’s stranded gas.  4

S ec .  43 .82.020. C o n t r a c t s  f o r  p a y m e n ts  in lieu o f  o t h e r  taxes  a n d  f o r  5 

r o y a l t y  a d j u s t m e n t s .  T h e  c o m m is s io n e r  m ay. under this chapter, en ter  into a con trac t  6 

w ith  a qu a l i f ied  sponso r  or  q u a l i f ie d  sponsor group providing for (1) periodic p ay m en t  7 

in lieu o f  one o r  more taxes th a t  o therw ise  would be im posed by the state [O R  A  8 

M U N I C I P A L I T Y ]  up o n  the q u a l i f ied  sponsor or m em bers  o f  the qualif ied  sponso r  g roup  as 9 

a  c o n se q u e n c e  o f  the s p o n s o r ’s o r  g ro u p 's  partic ipation in an  approved  qualif ied  10 

p ro jec t  u n d e r  this chapter; a n d  ( 2 ) certa in  ad justm ents regarding royalty  under  11 

A S  4 3 .8 2 .2 2 0 .  12

A r t i c l e  2. Q u a l i f ic a t io n  a n d  A p p l ic a t io n  P r o c e d u re s .  13 

S ec .  43 .82.100. Q u a l i f i e d  p ro je c t .  Based on inform ation  availab le  to the 14 

co m m iss io n e r ,  the c o m m is s io n e r  m a y  determ ine that a proposal for n ew  inves tm en t is 15 

a  q u a l i f ied  pro jec t u nder  this c h a p te r  only i f  the project 16

(1) w ould  p ro d u c e  at least 500 billion cubic feet o f  s tranded  gas  w ith in  17 

20 yea rs  from  the c o m m e n c e m e n t  o f  com m ercial operations: and  18

(2) [IS C A P A B L E ,  S U B J E C T  T O  A P P L I C A B L E  C O M M E R C I A L  

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

w o u ld  m ak e  gas ava ilab le  in su f f ic ie n t  quantities to meet reasonably  foreseeable  [D E M A N D  IN T H I S  

S T A T E  F O R  G A S] present a n d  future needs o f  com m unities  with in  prox im ity  to  the project at a 

p r ice  equa l to the w ellhead  v a lu e  p lus  the allocated transportation costs  to the p ipe line  co n n ec t io n . 19

S ec .  43.82 .110 . Q u a l i f i e d  s p o n s o r  o r  q u a l i f ied  s p o n s o r  g ro u p .  The 22 

c o m m is s io n e r  m ay  d e te rm in e  th a t  a  person or group is a qualified  sponso r  or qualif ied  23 

s p o n s o r  g ro u p  i f  the person  o r  a  m e m b e r  o f  the gTOup 24

(1) in tends to  o w n  an  equity  interest in a qualified  project o r co m m it  25  

gas  that it ow ns to a q u a lif ied  p ro jec t ;  and 26

(2) m eets  o n e  o r  m o re  o f  the following criteria: 27

(A ) o w n s  a  w ork ing  interest in a t  least 10 percent o f  the 28 

s t ran d e d  gas  proposed  to  be  d e v e lo p e d  by a  qualified project; 29

H B  393 -6- HB0393a

New Text Underl.ned [D ELETED  TEXT  BRA CKETED !

3/9/98



( B ) has the right to purchase  at least 10 percent o f  the stranded  30 

gas p ro p o sed  to be deve loped  by a qualified  project;  31

H B  393  -6a - H B 03 9 3a
New Text Underlined [D ELETED  TEXT  BRACKETED )

3/9/98



S ec .  43 .82 .180 . W i t h d r a w a l  o f  a p p l ic a t io n s .  Subject to the terms o f  a 1 

re im b u rs e m e n t  ag reem en t  under  AS 4 3 .8 2 .2 4 0  or o ther agreem ent with the D epartm ent 2 

o f  R e v e n u e ,  the D ep ar tm en t  o f  N atural  Resources,  the com m iss ione r  o f  revenue, or the 3 

c o m m is s io n e r  o f  natural re so u rces  affec ting  the w ithdraw al o f  an appliccMon, a 4 

q u a l i f ie d  sponsor  or  qualif ied  sp o n so r  group  m ay w ithd raw  an application subm itted  5 

u n d e r  A S  4 3 .8 2 .120 at any  tim e before the date that the com m issioner o f  revenue 6 

e n te r s  into  a contract u n d e r  AS 43 .8 2 .4 3 0  w ithout further ob ligation under this chapter. 7

A r t ic le  3. C o n t r a c t  D ev e lo p m en t .  8 

S ec .  43 .82 .200 . C o n t r a c t  d e v e lo p m e n t .  I f  the com m iss ioner  o f  revenue 9 

a p p ro v e s  an  app lica tion  an d  p ro p o sed  pro jec t plan u nder  AS 43.82.140. the 10 

c o m m is s io n e r  m ay  d ev e lo p  a con trac t  under  A S  43 .82 .020  that m ay include 11

( 1) te rm s co n ce rn in g  periodic p aym en t in lieu o f  one or m ore  taxes as 12 

p r o v id e d  in AS 43 .82 .210 ;  13

(2) term s d ev e lo p e d  u nder  A S 43 .82 .220  relating to 14

(A ) t im ing  and notice o f  the s ta te ’s right to take royalty  in kind 15

o r  in v a lu e ;  o r  16

(B ) ro y a lty  value; 17

(3) term s regard ing  A laska  hire and A laska contracting  under 18 

A S  4 3 .8 2 .2 3 0 ;  19

[(4) TERMS REGARDING PERIOD PAYMENT TO, OR AN EQUITY OR 
OTHER INTEREST IN A PROJECT FOR, MUNICIPALITIES UNDER AS 43.82.500;| 21

(4) term s reg a rd in g  arb itra tion  o r  alternative d ispute resolution 22

p ro ced u re s :  23

(5) te rm s and  co n d i t io n s  for adm inis tra tive  term ination o f  a  contract 24 

u n d e r  A S  43 .82 .440 ; a n d  25

(6) o th e r  te rm s  o r  cond itions  that are 26

(A ) necessa ry  to  further the purposes  o f  this chapter: o r  27

(B )  in the best interests o f  the state. 28

Sec. 43 .82 .210 . C o n t r a c t  t e r m s  re la t in g  to p a y m e n t  in lieu of one or more s t a t e  29 

ta x e s ,  (a )  I f  the co m m iss io n e r  o f  revenue  approves an applica tion  and proposed 30  

p ro jec t  p lan  under A S  4 3 .8 2 .1 4 0 ,  the com m iss ione r  m ay  develop  proposed terms, for 31 
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in c lu s io n  in a con tract  under AS 43 .82 .020 , lor periodic  paym en t in lieu o f  one or 1 

m o re  o f  the  fo llow ing  taxes that o therw ise  w ou ld  be im posed  by the state (O R  A 2 

M U N I C I P A L I T Y ]  up o n  the qualified sp o n so r  o r  a m em b er  o f  the qualified sponsor  group  3 

a s  a c o n s e q u e n c e  o f  partic ipating  in an ap p ro v ed  qualif ied  project: 4

( 1) oil and  gas production taxes an d  oil surcharges  under AS 43.55; 5

(2) oil and gas exploration, p roduc tion ,  and pipeline transportation 6 

p ro p e r ty  tax es  under  A S  43.56; 7

(3) oil and  gas conservation  tax u n d e r  A S  43 .57; 8

(4) A lask a  net incom e tax under  A S  43 .20; 9

((5) M U N I C I P A L  S A L E S  A N D  U S E  T A X  U N D E R  AS 29 .45 .650  -29 .45 .680  O R  10 

2 9 .4 5 .7 0 0  - 29 .4 5 .7 1 0 ;]  11

[(6) M U N I C I P A L  P R O P E R T Y  T A X  U N D E R  AS 29.45.010 - 2 9 .45 .250  O R  12

2 9 .4 5 .5 5 0  - 29 .4 5 .6 0 0 ;]  13

[(7) M U N I C I P A L  S P E C I A L  A S S E S S M E N T S  U N D E R  A S  29.46;] 14

(5) a com parab le  tax  or levy im p o sed  by the state [O R  A M U N I C I P A L I T Y ]  15 

a f te r  th e  e ffec tive  date o f  this bill section: 16

(6) o th e r  state taxes [O R  M U N I C I P A L  T A X E S ]  or categories o f  s ta te  taxes 

id e n t i f ie d  by  17

th e  c o m m is s io n e r .  18

(b )  I f  the co m m iss io n e r  chooses  to d ev e lo p  p roposed  terms under (a) o f  this 19 

se c t io n ,  the  co m m iss io n e r  shall, i f  p racticable an d  consis ten t  w ith  the long-term fiscal 20 

in te re s ts  o f  the state, deve lop  the term s in a  m a n n e r  that a t tem pts  to balance the 21 

fo l lo w in g  principles: 22

(1) the te rm s should , in co n ju n c t io n  with  o ther factors such as cost 23 

r e d u c t io n  o f  the project, cost overrun  risk red u c t io n  o f  the project, and increased fiscal 24  

c e r ta in ty  a n d  successfu l m arketing , im prove  the co m peti t iveness  o f  the approved 25 

q u a l i f ie d  p ro jec t  in re la tion  to o ther  d ev e lo p m e n t  efforts  a im ed  at supplying the sam e 26 

m a rk e t ;  2 7

(2) the te rm s should  acco m m o d a te  the interests o f  the state, [T H E  A F F E C T E D  28  

M U N I C I P A L I T I E S , ]  and  the p ro jec t  sponso rs  u n d e r  a w ide  range o f  econom ic cond it ions ,  29  

p o ten t ia l  p ro jec t  s tructures,  and m arke ting  a r ran g em en ts ;  30

(3) the s ta te ’s (A N D  A F F E C T E D  M U N I C I P A L I T I E S ’ C O M B IN E D ]  share  o f  th e  31
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a p p ro v ed  qualified p ro jec t’s eco n o m ic  rent under the co n trac t  should  be re latively 1 

p rogress ive ;  that is. the s ta te ’s (A N D  A F F E C T E D  M U N I C I P A L I T I E S ’ C O M B I N E D !  annual 

sh are  o f  2

the ap p ro v ed  qualified p ro je c t ’s econom ic  rent generally  sh o u ld  no t  increase w hen 3 

there  are decreases in project profitability ,  o r  decrease w h en  there  are increases in 4 

p ro jec t  profitability; 5

(4) the s ta te 's  (A N D  A F F E C T E D  M U N I C I P A L I T I E S  C O M B I N E D )  share o f  the 6 

ap p ro v e d  qualified p ro jec t’s eco n o m ic  rent under the con trac t  shou ld  be re latively 7

lo w er  in the earlier years  than in the la ter years  o f  the ap p ro v ed  qualif ied  project;  8

(5) the term s shou ld  a l lo w  the project sp o n so rs  to retain a  share o f  the 9 

ap p ro v e d  qualified  p ro jec t’s ec o n o m ic  rent that is suffic ien t to co m p en sa te  the sp o n so rs  10 

fo r  risks  under a range o f  eco n o m ic  c ircum stances ;  11

(6) the term s shou ld  p ro v id e  the state (A N D  A F F E C T E D  M U N I C I P A L I T I E S ]

w ith  12

a  s ign if ican t  share o f  the  ap p ro v ed  qualif ied  p ro jec t 's  ec o n o m ic  rent, w hen  d isco u n ted  13 

to p resen t  value, under favorab le  price and cost cond it ions ;  14

(7) the m eth o d  for ca lcu la t ing  the period ic  p a y m e n t  in lieu o f  certa in  15 

taxes  under  the contract shou ld  be c lea r  and  unam biguous:  and  16

(8) w hile  cost ca lcu la t io n s  for the ap p ro v ed  qua lif ied  project u n d e r  the 17 

co n tra c t  should  be based  on  am o u n ts  that  c losely  ap p ro x im a te  actual costs, a g r e e d - 18 

up o n  form ulas reflecting reasonab le  ec o n o m ic  assu m p tio n s  shou ld  be used  i f  p o ss ib le  19 

to p ro m o te  adm inistrative certa in ty  an d  efficiency. 20

(c) Except as p ro v id ed  in  (b) o f  this section, the c o m m is s io n e r ’s d iscre tion  21 

u n d e r  th is  section in d ev e lo p in g  p ro p o sed  term s for a con trac t  u n d e r  A S 43 .82 .020  is 22  

not l im ited  to c o r ' '  e ra tion  o f  the a p p ro v ed  qualified  p ro je c t 's  eco n o m ic  rent. 23

Sec. 43.82.215. C o n t r a c t  t e r m s  re la t in g  to  d e f e r m e n t  o f  m u n ic ip a l  ta x e s  a n d  a s s e s s m e n ts ,  

fa) I f  the co m m iss io n e r  o f  revenue  approves an application_and p roposed  p ro jec t  p lan  u n d e r  

A S  43 .82 .140 . the co m m iss io n e r  m av  dev e lo p  proposed  te rm s  for inclusion in a co n tra c t  under 

A S  43 .82 .020  for d eferm en t o f  m unic ipa l property  taxes u n d e r  A S  29.45 .10  - 2 9 .4 5 .2 5 0  or

2 9 .4 5 .5 5 0  - 29 .45 .600 that o therw ise  w ou ld  be im posed b v  a m unic ipa li ty  up o n  the q u a lif ied  

sp o n so r  or  a m em ber o f  the qualif ied  sp o n so r  group as a co n sequence  o f  par tic ipa ting  in an ap p ro v ed  

qua lif ied  project,
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______ (b) Anv deferments o f municipal property taxes arc subject to the following limitations

vshich must be set out in the agreement

_____________(1) the deferment mav not exceed five vears from the date the taxes were due and

payable on anv portion o f the project.

____________ (2) all deferred taxes must be repaid with interest calculated tat the Consumer Price

Index calculated as o f January 1 of each tax vear) in equal annual installments during the first five

years after the period o f

d e fe rm en t .

_______________ (3) property  taxes  m av not be  defe rred  on facilities which are subject to taxes u n d e r  A S

2 9 .4 5 .0 1 0  - 29 .45 .250  or 29 .45 .550  - 2 9 .4 5 .6 0 0  on  the effective date  o f  a contract u n d e r  this chapter .

_______________ (4) property  taxes  m av be defe rred  on  only  (1) property required for co n s truc tion  and

o p e ra t io n  o f  a T ran s-A lask a  natural gas p ipeline: a n d  (2) facilit ies that are construc ted  during  the  initial 

d e f e rm e n t  period.

 Sec. 43.82.218. I s s u a n c e  o f  municipal b o n d s .  M unicipalities  w hose taxes  have  been deferred

m a v  is su e  bonds  up to the am o u n t  necessary  to  a c co m m o d a te  expenditures required  to  be m ad e  bv the 

m u n ic ip a l i ty  as a resu lt  o f  the im pact o f  the pro jec t .  T h e  p aym en t o f  principle and  in terest o n  such  

b o n d s  sha ll  be guaran teed  bv  the State o f  A la sk a  in the even t that the project sponso rs  fail to p av  the 

full a m o u n t  o f  the deferred  taxes.

Sec. 43.82.220. Contract terms relating to royalty, (a) N otw ithstand ing  any  24 
c o n t ra ry  p rov is ions  o f  A S  38, the co m m iss io n e r  o f  natura l resources, with the 25 
c o n c u r re n c e  o f  the c o m m iss io n e r  o f  rev en u e  and  the  affec ted  parties holding a s tate 26 
lease  o r  un it  ag reem ent,  m a y  deve lop  p ro p o se d  te rm s ,  for inclusion in a contract u n d e r  27 
A S  4 3 .8 2 .0 2 0 ,  that m odify  the  t im ing and  no tice  p rov is ions  o f  the applicable oil and  28 
g as  leases  and  unit ag reem en ts  perta in ing  to the  s ta t e 's  rights  to receive its royalty- in 29 
k in d  o r  in value, i f  30

( 1) the v iab il ity  o f  the ap p ro v ed  qu a l i f ied  project depends upon long- 31
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( A R T I C L E  6 . P A Y M E N T  T O  M U N I C I P A L I T I E S ;  E Q U I T Y  O R  I 

O T H E R  P A R T I C I P A T I O N  BY M U N I C I P A L I T I E S .  2 

S E C .  43.82.500. P A Y M E N T  T O  M U N I C I P A L I T I E S ;  E Q U I T Y  O R  O T H E R  

P A R T I C I P A T I O N  BY 3

M U N I C I P A L I T I E S .  (A) IF  T H E  C O M M I S S I O N E R  E X E C U T E S  A C O N T R A C T  U N D E R  AS 

4 3 .8 2 .0 2 0  T H A T  4

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

P R O P E R T Y ,  G A S , P R O D U C T S ,  .AND 5

A C T I V I T I E S  A S S O C I A T E D  W I T H  T H E  A P P R O V E D  Q U A L I F I E D  P R O J E C T  T H A T  IS  

S U B J E C T  T O  T H E  C O N T R A C T ,  6

F R O M  A  M U N I C I P A L  T A X  IN A C C O R D A N C E  W I T H  A S  29 .45 .810 , A S  2 9 .4 6 .0 1 0 (B ) ,  7 

A S  4 3 .8 2 .2 0 0 ,  A N D  43.82.210, T H E  C O M M I S S I O N E R  S H A L L  R E Q U I R E ,  A S  A  C O N D I T I O N  

O F  T H E  8

C O N T R A C T ,  T H A T  T H E  P A R T Y  IN S T E A D  M A K E  P E R I O D I C  P A Y M E N T  T O  T H E  

A F F E C T E D  M U N I C I P A L I T Y  IN  9

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

U N D E R  (B ) O F  T H I S  10 

S E C T I O N .  11

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

C O M M I S S I O N E R  S H A L L  12

D E T E R M I N E  T H E  A M O U N T  O F  P A Y M E N T  D U E  U N D E R  (A) O F  T H I S  S E C T I O N .  IN  

M A K I N G  T H E  13

D E T E R M I N A T I O N  R E Q U I R E D  B Y  T H I S  S U B S E C T I O N ,  T H E  C O M M I S S I O N E R  S H A L L  14

(1) E S T I M A T E  T H E  T O T A L  O P E R A T I N G  A N D  C A P I T A L  C O S T S  O F  

A D D I T I O N A L  S E R V I C E S  15

.AND C O N S T R U C T I O N  T H A T  W O U L D  B E  P R O V I D E D  A N D  P A ID  F O R  B Y  T H A T  

M U N I C I P A L I T Y  D U R IN G  T H E  16

T E R M  O F  T H E  C O N T R A C T  U N D E R  A S  4 3 .8 2 .0 2 0  A S  A  R E S U L T  O F  T H E  

C O N S T R U C T I O N  AN D  O P E R A T I O N  17

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

T O  T H E  C O N T R A C T ;  A N D  18
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(2) A M O R T I Z E  T H E  T O T A L  C O S T S  E S T I M A T E D  U N D E R  (1) O F  T H I S  

S E C T I O N  O V E R  T H E  19

T E R M  O F  T H E  C O N T R A C T  O R  A P O R T I O N  O F  T H E  T E R M  O F  T H E  C O N T R A C T .  20

(C )  IN  L I E U  O F  P A Y M E N T S  U N D E R  (A) O F  T H I S  S E C T I O N ,  T H E  

C O M M I S S I O N E R ,  W I T H  T H E  21

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

U N D E R  A S  4 3 .8 2 .0 2 0  22

T H A T  P R O V I D E S  T H E  M U N I C I P A L I T Y  W I T H  A N  E Q U I T Y  O R  O T H E R  I N T E R E S T  IN  

T H E  A P F R O V E D  Q U A L I F I E D  23

P R O J E C T  T H A T  IS  S U B J E C T  T O  T H E  C O N T R A C T .  ] 24

A r t i c l e  7. M isce l lan eo u s  P ro v is io n s .  25 

Sec .  4 3 .8 2 .6 0 0 .  G o v e r n i n g  law . I f  a provision o f  this ch ap te r  conflicts w ith  26 

a n o th e r  p ro v is io n  o f  state o r  m u n ic ip a l  law, the provision o f  th is  chap te r  governs. 27

Sec. 4 3 .8 2 .6 1 0 .  R e g u la t io n s .  T he  com m issioner o f  revenue, the co m m iss io n e r  28 

o f  na tu ra l  re sou rces ,  and  the co m m iss io n e r  o f  labor m ay adop t regula tions  to c a n y  ou t  29 

their  r e sp ec t iv e  du ties  u nder  th is  chap te r .  30

S ec .  4 3 .8 2 .6 2 0 .  P r o c e d u r e s  f o r  co l lec tion  o f  a m o u n t s  d u e ;  s ec u r i ty ,  (a) 31
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RESOLUTION NO. 98-18

A R E S O L U T IO N  O F  T H E  C IT Y  C O U N C I L  O F  T H E  C IT Y  O F  V A L D E Z .  
A L A S K A . S U P P O R T I N G  T H E  F IV E  (5) Y E A R  T A X  E X E M P T IO N  
P R O P O S E D  BY T H E  M A Y O R S  O F  T H E  F A IR B A N K S  N O R T H  S ' A R  
B O R O U G H , N O R T H  S L O P E  B O R O U G H . C IT IE S  O F  F A IR B A N K S , N O R T H  
P O L E  A N D  V A L D E Z  FO R  T H E  C O N S T R U C T I O N  O F  T H E  T R A N S -  
A L A S K A  G A S  P I P E L I N E

W H E R E A S ,  p lan s  for a T ran s -A lask a  gas p ip e l in e  h av e  b ee n  d iscussed  and  
d eb a te d  fo r m any  y e a r s  in  A la sk a ;  and

W H E R E A S ,  o w n e rs  o f  the T ra n s -A la sk a  G as  P ip e l in e  p ro jec t  a r e  pursu ing  the 
c o n s t ru c t io n  o f  a n a tu ra l  g a s  p ipe l ine ;  and

W H E R E A S ,  the m unic ipa li tie s  o f  F a irb an k s  N o r th  S ta r  B o ro u g h ,  N o rth  Slope 
B o ro u g h .  C ities  o f  F a i r b a n k s ,  N o rth  Pole and  V a ld ez  have  reco g n ized  the im p o rtan ce  o f  the 
co n s t ru c t io n  o f  a n a tu ra l  g a s  p ipe line ;  and

W H E R E A S ,  the M ay o rs  from  these m u n ic ipa l i t ie s  hav e  ag reed  to  o ffe r  up to a 
Five (5) y ea r  tax e x e m p t io n  to  th e  o w n e rs  o f  the T ra n s -A la sk a  G a s  P ipe line ;  and

W H E R E A S ,  in ex c h an g e  for this e x e m p t io n ,  the  M ay o rs  p ro p o se  that the 
m u n ic ip a l i t ie s  in v o lv ed  w o u ld  tak e  an o w n e rsh ip  po s i t io n  p ro p o r t io n a te  to the d o l la r  value o f  the 
e x e m p te d  taxes for th e  p ro p o s e d  five (5) yea r  per io d ;  and

W H E R E A S ,  the  Sta te  o f  A lask a  an d  o th e r  in te rested  par tie s  support ing  the 
c o n s tru c t io n  o f  a T r a n s -A la s k a  g as  p ipeline  h av e  s ta ted  that  to  b e  eco n o m ica l ly  v iab le ,  a "tax 
h o lid ay "  w ou ld  n eed  to  t a k e  p la c e  d u r in g  c o n s tru c t io n  as  th e re  w o u ld  be  little o r  no cash flow 
d u r in g  that  phase; a n d

W H E R E A S ,  gas  line take-offs  w o u ld  be  ex p ec ted  so that each  o f  these 
m un ic ipa l i t ie s  w o u ld  h a v e  n a tu ra l  gas d is tr ibu ted  to its c i t izens  and  businesses;  and

W H E R E A S ,  th e  M ay o rs  o f  th e  a f fec ted  m u n ic ip a l i t ie s  find th is  a reasonab le  
pos i t ion  and  in  the b e s t  in te re s t  o f  those  co m m u n i t ie s  in vo lved  by p ro v id in g  a  less expensive  
fo rm  o f  energy  to th e i r  c i t iz en s  and  w ill  p ro v id e  co n s id e rab ly  c leaner  em iss ions  p ro duced  
th ro u g h  co m b u s tio n  w h ic h  w ill  s ign if ican tly  a f fec t  a i r  qua li ty ;  and

W H E R E A S ,  the  S ta te  o f  A laska  is o n  re co rd  as sta ting  that a tax ex em p tio n  o f  
s o m e  s o n  is n ec e ssa ry  to  m o v e  a  gas  l ine  p ro jec t  to reali ty  and  w o u ld  h iv e  to  o ffe r  s im ilar  
c o n c ess io n s  fo r  that  p a n  o f  the  p ip e l in e  no t lo ca ted  in  an  o rg a n iz e d  m un ic ipa l i ty ;  and

W H E R E A S ,  th ro u g h  a sm all f inanc ia l  o w n e rsh ip  in terest  by  the m unicipali ties  in 
the p ipe l ine ,  the r e v e n u e  s t re a m  p ro d u c ed  fo r  at least the n ex t  fifty (50) years  w ou ld  d im inish  
the a m o u n t  o f  taxes e x e m p te d  at the  " fron t end"  o f  the  p ro jec t ;  and



W H E R E A S ,  this is a very posit ive  approach  to so lv ing  o n e  o f  few  rem a in in g
obstac les  to cons truc tion  o f  the gas  line and creates a g o v e rn m e n t /b u s in e s s  p a r tn e rs h ip  that is
in the interest o f  the p u b l ic  and  d em ons tra te s  flexibility from  m u n ic ip a l i t ie s  that  sh o w  them  to
be part o f  a solution ra th e r  than  part o f  a p ro b lem .

N O W , T H E R E F O R E ,  B E  IT R E S O L V E D  that the C ity  C o u n c i l  o f  the C ity  o f  
V a ld ez ,  A laska, s tro n g ly  su p p o r ts  the p lan  pu t  forth  by the M ay o rs  o f  th o se  m u n ic ip a l i t ie s  
invo lved  and requests  the L eg is la tu re  and  the G o v e rn o r  to suDport th e  p lan  by  p ro v id in g  the 
sam e  tax incentives in the u n o rg a n iz ed  areas o f  the Sta te  tha t  w ou ld  be a f fec te d .

P A S S E D  A N D  A P P R O V E D  this 17th day  o f  F eb ru a ry ,  1998.

/L lL u sU ^ JL '
D avid  C . C ob b ,  M a y o r

A T T E S T :

f ' d l i t t  v a ll( iH u v a , ? u ' f t / t ,  i c i " ,
S heri  L . Caples,  C M C ,  C i ty  C le rk  u /



CITY OF VALDEZ. ALASKA

RESOLUTON NO 98-22

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF 
VALDEZ. A1ASKA, PROVIDING COMMENTS TO HOUSF. BILL 
393 AND SENATE BILL 288 TITLED ALASKA STRANDED GAS 
DEVELOPMENT ACT
WHEREAS, House Bill 393 and Senate Bill 288 have been introduced by 

the Governor relating to contracts with the State establishing payments in lieu of 
other taxes by a qualified sponsor for projects to develop stranded gas in the 
State; and

WHEREAS, House Bill 393 and Senate Bill 288 change the traditional 
method of taxing gas property in Alaska by precluding those local governments 
where the gasline and liquefaction facilities would be located, from taxing that 
property on a traditional advalorem basis; and

WHEREAS, the Valdez City Council has had the opportunity to review 
House Bill 393 and Senate Bill 288 and held a work session with representatives 
from the Slate of Alaska Department of Revenue on March 1,1998.

NOW, THEREFORE, BE IT RESOLVED that the City of Valdez makes the 
following comments regarding House Bill 393 and Senate Bill 288‘

1 We applaud the State's efforts to encourage the building of a 
natural gas pipeline from Alaska's North Slope to Valdez which will 
provide tremendous long term benefits to all Alaskans.
2. A Gas to Liquids (GTL) project would have very different impacts
on Valdez than a gasline and should be addressed separately. Therefore, 
reference to GTL should be removed from thir II.
3 There must be appropriate language to provide for the hiring of 
Alaska residents during both the construction and operational years.
4. Communities along the pipeline route will need impact funds to 
address the immediate impact on each community,
5. Job training should be provided in the communities within the 
proximity of the project.



6 There should be definitions for "affected community" and 
"communities within proximity of the project" in the bill which would be 
those communities who have been precluded from collecting traditional 
taxes on Ihe gasline as a result of this legislation
7 The affected communities should be allowed participation in the 
negotiations between the State and the qualified sponsor group regarding 
those terms that would directly impact tho affected community Any such 
agreement must be ratified by the affected communities.
8. The confidentiality provision should extend to representatives of
the affected communities so long as the representatives sign the 
confidentiality agreement referenced in the legislation.
9 If the payments to the affected communities are to be derived from
a total doHar amount paid to the State, the allocation methodology 
between affected communities and the State should be set forth in the 
legislation, regulation or a contract between the State and affected 
communities.
10. Payments to the municipality could consist of the following;

(a) During the years of construction, up to five (5) years, the 
property taxes would be deferred.
(b) The taxes deferred in the first five years of construction 
would be paid over the first five years of operation as additional 
payments.
(c) Revenue stability to the affected community through a 
maximum mill rate to be assessed by the affected communities 
could bo established now and be inflation proofed.
(d) The valuation/methodology of the gas project should be 
established by statute.
(e) Depending upon the maximum mill rate established, there 
should be a profit sharing agreement with the affected communities 
similar to the financial revenue sharing arrangement between the 
State and contract sponsors.

Resolution No 98-22
Page 2



Resolution No. 98-22
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11. Existing provisions of the bill ensuring that gas would be made 
available to communities within proximity of the project should be 
retained
12. Revenue payments to the affected communities should be in a first 
priority position before revenues are disbursed to the State.
PASSED AND APPROVED BY THE CITY COUNCIL OF THE CITY OF 

VALDEZ, ALASKA Ihis 2nd day of March, 1998
CITY OF VALDEZ, ALASKA

Dave C. Cobb, Mayor
ATTEST

Sheri L. Capias, CMC, City Clerk



7vuT 5n» 4  v^>u iO C i t t i n w n J u n e a u  
P.O. Box 22151 

J u n e a u ,  A lask a  998C2 
p h o n e :  907-463-3366 

fax: 907-463-3312

‘ 7 5 0  W. 2 n d  A v e n u e ,  S u i t e  109 Speak ing  O u t f o r  A laska 's F u tu re
A n c h o r a g e ,  A l a s k a  99501 

p h o n e :  9 0 7 -2 5 8 -6 1 7 1  
f a x :9 0 7 - 2 5 8 - 6 1 7 7  

e m a i l :  u n i t e @ a k v o i c e . o r g e m a i l :  u n i te @ a k v o ic e .o rg

TO: Honorable Members, House Oil and Gas Committee, Alaska State Legislature 

FROM: Kay Brown, executive director, Alaska Conservation Voice 

DATE: February 25, 1998

SUBJECT: Comments on HB 393 —  incentives for stranded gas development

Thank you for the opportunity to comment on HB 393. These comments are submitted on behalf 
of the Alaska Conservation Voice, a statewide coalition of conservation groups.

The Alaska Conservation Voice supports a fair return for Alaskans from the sale and extraction 
of public resources.

Therefore, HB 393, proposing incentives to encourage stranded gas development, raises ques­
tions:

Is it prudent for the Legislature to authorize open-ended renegotiation of tax and royalty obliga­
tions in order to encourage development of as-yet uneconomic gas resources? Is it possible or 
likely under the scheme proposed that the people of Alaska will receive benefits comparable to 
what would be obtained without this legislation?

Secs. 1 and 2 of the bill, Findings and Intent, by their nature offer no legal assurance that any 
renegotiated contract will in fact "fully and fairly compensate the people of the State of Alaska” 
for the severance of publicly-owned resources or other public costs, including the negative 
effects and risks that a project could impose on the State.

A shift of payments to the future as proposed entails risks that the Sponsor Group will not be 
able or willing to meet its future obligations to the State. What if the operation never does 
become profitable? What if the company has better things to do with its money? What if the 
leases are assigned to a new party who doesn’t honor those old commitments?

We need only to look at the State’s recent experience with the Northstar lease renegotiations 
to see that original contractual commitments may not be honored or considered binding by 
lessees. In that example, British Petroleum acquired leases through assignment and then 
refused to honor the net profit bid agreements, which would have deferred payments to the 
future and given the state a significant share of future net profits. BP has been able to demand 
new terms as a condition of development, despite prior commitments. Why should these pro­
posed contracts be any more reliable?

Representatives of the administration have stated that any contract proposed would not reduce 
the state's royalty on gas. Yet, HB 393 proposes broad authority allowing renegotiation of roy­
alty terms [Sec. 43.82.220). Why is this needed?

mailto:unite@akvoice.org
mailto:unite@akvoice.org


W h a t  i s  a  “s i g n i f i c a n t  s h a r e "  o f  a  p r o j e c t ' s  e c o n o m i c  r e n t ,  w h e n  d i s c o u n t e d  to  p r e s e n t  
v a l u e ,  u n d e r  f a v o r a b le  p r i c e  a n d  c o s t  c o n d i t i o n s  [Sec .  4 3 .8 2 .2 1 0 ( b ) ( 6 ) ] ?  C o u l d  t h i s  r e t u r n  
to  t h e  s t a t e  b e  l e s s  t h a n  w h a t  t h e  s t a t e  w o u l d  re c e iv e  u n d e r  t h e  o r ig in a l  c o n t r a c t  t e r m s  
a n d  e x i s t i n g  t a x  l a w s ?  W h a t  h a p p e n s  t o  t h e  s t a t e ’s  s h a r e  u n d e r  u n f a v o r a b l e  p r i c e  a n d  c o s t  
c o n d i t i o n s ?  H o w  m u c h  is  a  j o b  w o r t h ?  How- m u c h  r e v e n u e  lo s s  is  a c c e p t a b l e  to  g e t  j o b s ?  
H o w  d o  e n v i r o n m e n t a l  r e q u i r e m e n t s  a f fec t  t h e  e c o n o m i c  r e n t  for p u r p o s e s  o f  t h i s  
c a l c u l a t i o n ?

W h a t  s h a r e  o f  t h e  r e n t  will b e  d e e m e d  “s u f f i c ie n t  to  c o m p e n s a t e  t h e  s p o n s o r s  for r i s k s  
u n d e r  a  r a n g e  o f  e c o n o m i c  c i r c u m s t a n c e s " ?  L o o k in g  a g a i n  a t  t h e  N o r t h s t a r  r e n e g o t i a t i o n  
e x a m p l e ,  r a t e s  of r e t u r n  in  e x c e s s  o f  2 0 %  fro m  t h e  n e t  p ro f i t  l e a s e s  w e re  n o t  a d e q u a t e  to 
s a t i s f y  B P .

W h y  d o  m u n i c i p a l i t i e s ,  b u t  n o t  t h e  S t a t e ,  h a v e  t h e  o p t i o n  to  a c q u i r e  “a n  e q u i t y  o r  o t h e r  
i n t e r e s t  i n  a  p r o j e c t ”?  W h a t  b e n e f i t s  a n d  r i s k s  w o u l d  a  m u n i c i p a l i t y  i n c u r  w i t h  a n  e q u i ty  
s h a r e ?  S h o u l d  th e  S t a t e  a l s o  h a v e  t h i s  o p t i o n ?

Are the municipalities assured that “periodic payments” will be adequate to compensate 
for the real costs of providing schools, public safety and other services for the influx of 
workers associated with a big project? Which municipalities will be included?

Which particular items are open to renegotiation is somewhat unclear. Could 
environmental requirements be dropped through a negotiated contract in order to make a  
project more economically competitive?

W h y  s h o u l d  o n ly  a n  a g g r ie v e d  a p p l i c a n t  h a v e  s t a n d i n g  to  s e e k  j u d i c i a l  r e v ie w ?  [Sec .
4 3 . 8 2 . 1 5 0 ]  O t h e r  p e o p le  m i g h t  b e  l e g i t im a te ly  a g g r ie v e d ,  i n c l u d i n g  A l a s k a  c i t i z e n s  a n d  
r o y a l t y  o w n e r s ,  a n d  t h e y  s h o u l d  h a v e  a p p e a l  r i g h t s  a s  w e ll .

“Notwithstanding any contrary provisions of AS 38" is a  phrase that appears many times 
in the bill. What precedents would be established in this legislation that could adversely 
affect other state interests?

Looking at the timeline, how much oil recovery would be lost due to accelerated 
development of North Slope gas, and how would this affect state revenues? How will this 
possibility be acknowledged and compensated in the balancing of considerations?

Some have suggested that legislative approval should be part of the process. While that 
may provide some comfort, Alaska’s history with negotiated royalty oil and other contracts 
indicates that, once a proposal is put forth by the administration and industry sponsors, 
any changes legislators might suggest are likely to be resisted and difficult to achieve.

The Alaska Conservation Voice urges caution in giving the administration broad authority 
to change lease terms established by competitive bidding, or to change tax obligations 
imposed by the Legislature and now uniformly applied. This committee should carefully 
consider HB 393 in light of legislators’ trust responsibilities for public resources mid 
address the questions and issues posed here before moving forward with this bill. We 
appreciate the committee’s deliberative debate thus far, and urge you to look more deeply 
into these issues.

Thank you for your consideration.



M arch 2 : 1998

Hon Representative Mark Hodgins
Room 110
Stale Capitol
Juneau, AK 99801-1182

Dear Representative Hodgins,

Your attention to the North Slope Gas Line is to be commended. Many questions 
remain to be asked and w e have some as u ell.

In addition to the mans economic type questions, there is the issue of anti-trust 
w hieh deserves consideration. Ihere are l\\ o active anti-trust cases coming forth at 
the moment, one is Q.\\ before the l-'LRC and the other is Maritime Lndeavor 
u liich has a federal case pending against Alyeska. These cases raise some of the 
same questions that Dr. Richard l-'ineberg pointed out in his report to us entitled, 
i  fie Hip Squeeze: I'. IPS and r!u? Departure o f  M a jo r O il Companies Who hound 
O il on A laska ’s Xorih S lope. This report suggests that the major owners of the 
Trans-Alaska Pipeline (TAPS) may be using their control of the pipeline to 
strangle competition. One result of these actions may be costing Alaskans and 
their public treasury billions of dollars. T will be happy to provide you a copy of Dr. 
Fineberg's report as well as communications we have bad with the Attorney 
General's office. Dr. Fineberg's report and the anti-trust actions that are cropping 
up reinforce the need tor an independent examination of the facts. Some of these 
same concerns may also apply to North Slope Gas.

We understand that Pedro Van Meures is appearing before House Special 
Committee on Oil and Gas Tuesday morning, and there are a number of questions 
that come to mind that lie might be able to address:

1. What arc die effects o f Asian economic problems on (a) demand), (b) capital ibr 
a major (grassroots) project?

2. Arc there any major changes in the supply from existing projects?



.> F.tfects of economic changes since 2/97 on <ai tuning and (hi the number of 
possible grassroots projects.

w ould he rank each of the nine projects hi terms of;
(a j changes in hurdle rale of return for project and
(b) gap between (a) and the probable trend of the project's projected 

Rate of Return (better or worse than 12 months ago)?

5. Are there other competing grassroots project on the map'’

6 Would formal structure of public oversight of the veiy broad negotiating powers 
the proposed backage gives the administration materially affect the project's hurdle 
rate o f return? Tf so. would it enhance (lower) the project's hurdle rate of return by 
reducing litigation threat and instability or would it detract from the project's 
attractiveness (raising the project's hurdle rate of return)?

Tt seems that the Asian economic crisis may; a) have little effect, b) kill some 
potential competing projects, c) may encourage Asian producers to sell their gas at 
much lower juices than Alaska could compete with order to have some income 
as they stiuggle with their financial crises.

Tt is not easy to soit out, but I wish you well in tning to do so in the best interest of 
Alaskans—we need to be well compensated for our valuable nonrenewable 
resources. Rushing this project forth may or mav not be beneficial. Tf there is 
anything that our expertise or knowledge base can contribute to your efforts, please 
call or email. Thank you.

Most sincerely.

Jim S\kes, Executive Director
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Revision Date: ________________________  Department Affected: DCRA ________________
Title: An act relating to defered municipal taxes BRU:

F I S C A L  N O T F

B i l l V e rs io n : HB 299
STATE OF A LA S K A (H ) P ub lis h D a te : ^ / 1 Q / Q R

1998 LEG ISLAT IVE SESSION

Sponsor: Representative Ryan__________________  Component: ______________
Requestor: HL&C________________________________ _________________________

COMPONENT SERIAL NO:

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 99 FYOO FY 01 FY 02 FY 03 FY 04
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE FUND SOURCE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER FUND SOURCE 
TOTAL

0 0 0 0 0 0

0 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact:

ANALYSIS: (Attach a separate page if necessary) 

Zero fiscal impact.

Phone: 465-4954
Division: House Labor and Commerce Cortffnittee Date: 3/18/98

Approved By: Representative Norman Rokeberg
Agency: House Labor and Commerce Committee'

/
Date: 3/18/98
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S P O N S O R  S T A T E M E N T  f o r  

H o u s e  B i l l 3 9 9

The intent o f this bill is to authorize local municipalities the option to 
provide a tax exemption for improvements of deteriorated real property. 
The concept is based on other state’s local economic revitalization tax 
programs. Local municipalities will have the flexibility o f allowing 
renovations of real property in order to increase the value o f that real 
property, for tax purposes.



S E N A T E  C O M M I T T E E  R E r O R T

DATE: 4 /2 /98 FURTHER: Judiciary

DATE TURNED , ^
IN TO OFFICE: _____________

Labor and Commerce Committee considered HOUSE BILL NO. 399

"An Act relating to an optional exemption from, and deferral o f payment of, municipal taxes on 
deteriorated property, and defining 'deteriorated property’ fo r purposes o f the exemption o r deferral; 
and providing fo r an effective date."

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

[ ] be  r e p l a c e d  with  

[ ] ad o p t  p r e v i o u s

CS

C S

[ ] a t ta c h ed  a m e n d m e n t( s )

[ ] adopt Letter o f  Intent by _ 

[ ] further referral to t h e ____

Committee

Committee

S e n a t e  Bill:
[ ] s a m e  title 

_) [ ] n ew  title
H o u s e  Bill:

.) [ J s a m e  title 
[ ] techn ica l  title  
[ ] new: SCR"____

N E W  F IS C A L  N O T E (S ) :  P R E V IO U S  F IS C A L  N O TE (S):*
Department Date Zero Fiscal Department Date Zero Fiscal
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I ] APPROPRIATION -  no iiscal note ♦include fiscal notes nccoinpnnying G o v ern o r’s bill



L E G A L  S E R V I C E S

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

M F M O R  A N C I I  M  M a r c h 3, 1993

S U B J E C T :  S ec t io n a l  S u m m a ry  (H B 3 9 9 )

TO: R ep re sen ta t iv e  Jo e  R y an
A ttn :  T ra c y  A she

FROM: T a m a ra  B rand t  Cook. ^  -
D i re c to r  )0

S e c .  1. P erm its  a  m u n ic ip a l i ty  to partia lly  o r  to ta l ly  ex em p t  deteriorated  p roperty  from 
tax a t io n  or de fe r  p a y m e n t  o f  taxes  for up to five years .  T he exem ption  or deferra l m ay  be 
renew ed . Defines "deterio ra ted  property" to m e a n  p ro p e r ty  (1) that has been  required  to be 
v a c a te d ,  co n d em n ed ,  o r  d e m o l is h e d  b ecau se  o f  n o n c o m p l ia n c e  with  laws, o rd inances ,  o r 
r e g u la t io n s ;  ( 2) on  w h ic h  a s truc tu re  no t less than  15 y ea rs  o f  age has been  rehabilitated, 
re n o v a ted  or rep laced ; o r  (3)  located  in a d e te r io ra t in g  o r  deter iora ted  area.

Sec .  2. T he  effec tive  d a te  is J u ly  1, 199S,

T B C :jd r
9 S -1 2 9 .jd r
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A D I D r O V t f ^ S  Submitted by: Assemblymembers BELL,
Begich, Wuerch

natp r?)] Prepared by: Assembly Office
1 \ For reading:

ANCHORAGE, ALASKA 
AR NO. 98-_____

A RESOLUTION OF THE ANCHORAGE MUNICIPAL ASSEMBLY SUPPORTING HOUSE BILL 
399, RELATING TO MUNICIPAL TAX EXEMPTIONS AND DEFERRALS ON DETERIORATED 
PROPERTY

WHEREAS, HB 399, sponsored by State Representative Ryan, has been introduced before 
the State Legislature; and

WHEREAS, HB 399 provides that a municipality may by ordinance:
Partially or totally exempt all or some types of deteriorated property from taxation for 
up to five years after commencement of substantial rehabilitation, renovation, or 
replacement of any structure or improvement on the property; and
Permit deferral of payment of taxes on all or some types of deteriorated properly for 
up to five years after commencement of substantial rehabilitation, renovation, or 
replacement ot any structure or improvement on the property;

WHEREAS, these provisions will assist municipalities in ridding urban blight and 
encouraging economic development; and

WHEREAS, for example, these provisions may assist the Municipality of Anchorage in its 
efforts to resolve the McKay Building issue.

NOW, THEREFORE, the Anchorage Assembly resolves:
Section 1: That the Assembly supports House Bill 399.
Section 2: That, upon passage, a copy of this resolution be forwarded by the Municipal

Clerk to the State Legislature. •
PASSED AND APPROVED by the Anchorage Assembly this day of____________ ,

1998.

Chair
ATTEST:

Municipal Clerk
Fost-lf'* b rand (ax (ransm ilta l m em o  7671 • o' p»?«* * l

Tn f t y q p . O & e .
From

Co. Co.

Dept. f>i*ane •

F il< Fax#



Other States’ Laws re: Deteriorated Property

H B  3 9 9

Missouri - HB 589 
SB 406

Pennsylvania, Virginia, Florida statutes 
(Under Hoge & Lekisch cover)

N ew  York



.> u u u n u i R e g is te r o t u i.s to n c  I'la c e s :

[ ( I ) ]  (2) "D epar tm ent"  m eans the d ep a r tm en t  o f  natura l  resou rces ;

(3) "Eligible property", property located in Missouri and offered or used for nonresidential 
purposes, conduct of business, or residential rental;

[ (2 )]  (4 )  "Fund"  m eans the historic p re se rv a tio n  rev o lv in g  fund;

[(3 )]  (5) "H istor ic  property" or "property" m ean s  any  b u ild in g ,  s truc tu re ,  district,  a rea  o r  si te  that is 
s ig n i f ic a n t  in the history, architecture, a rch ae o lo g y  or cu l tu re  o f  this s tate , its c o m m u n i t ie s  o r  this coun try ,  
w h ic h  is  e l ig ib le  for nom ination  to the N a tional R eg is te r  o f  H is to r ic  P laces ;

(6) "Structure in a certitied historic district", a structure located in Missouri which is certified by 
the department of natural resources as contributing to the historic significance of a certified historic 
district listed on the National Register of Historic Places, or a local district that has been certified by 
the United States Department of the Interior.

&nbsp253.550. Any individual, partnership, trust or estate, or corporation incurring costs and 
expenses for the rehabilitation of eligible property as defined in section 253.401, which is a certified 
historic structure or structure within a certified historic district shall be entitled to a credit against 
the taxes imposed pursuant to chapter 143, RSMo, on that individual or entity in an amount equal to 
twenty-five percent of the total costs and expenses of rehabilitation which shall include development, 
architectural, engineering and other costs, provided the rehabilitation costs associated with 
rehabilitation and the expenses exceed fifty percent of the total basis in the property and the 
rehabilitation meets standards consistent with the standards of the Secretary of the United States 
Department of the Interior for rehabilitation as determined by the state historic preservation officer 
of the Missouri department of natural resources.

&nbsp253.559. If the amount of such credit exceeds the total tax liability for the year in which the 
rehabilitated property is placed in service, the amount that exceeds the state tax liability may be 
carried back for credit against the taxes imposed pursuant to chapter 143, RSMo, except for sections 
143.191 to 143.265, RSMo, and in preceding years back to 1996 or back three years, whichever is

;B -<06 - Senate Comm ittee Substitute B ill Text http://www.scnate.statc.mo.us/97bills/BlLLTEXT/comnVSB406.htm

less, and may be carried forward for credit against the income taxes for the succeeding ten years, or 
until the full credit is used, whichever occurs first. Credits granted to a partnership or multiple 
owners of property shall be passed through to the partners respectively or owners respectively pro 
rata or pursuant to an executed agreement among the partners or owners documenting an alternate 
distribution method.

&nbsp253.561. To claim the credit authorized pursuant to this section, the taxpayer shall apply to 
the Missouri department of natural resources w hich shall determine the amount of eligible 
rehabilitation costs and expenses, and w hether it meets the standards of the Secretary of the Interior 
as set forth in section 253.557 and may issue a certificate thereof to the taxpayer. The taxpayer shall 
attach the certificate to all Missouri income tax returns on which the credit is claimed.

& n b s p S e c t io n  B. B ecause  im m ediate  ac tion  is n ecessa ry  to  p ro v id e  tax re lie f  to the cit izens o f  this state, 
sec t io n  1 4 4 .0 1 4  o f  this act is deem ed  necessary  fo r the im m e d ia te  p rese rv a tio n  o f  the pub lic  health , 
w e lfa re ,  p e a c e  and  safety, and is hereby d ec la red  to be an em e rg e n c y  act w ith in  the m ean in g  o f  the 
c o n s t i tu t io n ,  an d  sec tion  144.014 of this act sha ll  be in full fo rce  and  e f fec t  on  Ju ly  1, 1997, or upon  its 
p a s sa g e  a n d  ap p ro v a l  w h ichever  shall later occu r .

& n b s p S e c t io n  C. Sections 143.124 and 2 5 3 .5 5 0  to 253 .561  shall  b ec o m e  e ffec tive  on  January  1, 1998, 
and  sha ll  apply to  all taxable years beginning  a f te r  D e c e m b e r  31. 1997,

http://www.scnate.statc.mo.us/97bills/BlLLTEXT/comnVSB406.htm
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A v a i la b le  Bill T e x t  f o r  H B 5 8 9  
S e n a te  C o m m i t t e e  S u b s t i t u t e  I P e r fe c te d  I C o m m i t t e e  I I n t r o d u c e d

A v a i la b le  F isca l  N o tes  f o r  H B 5 8 9  
1 S en  Ci m m it t e c  S u b s t i tu te  I H o u se  C o m m i t t e e  S u b s t i t u t e  I I n t r o d u c e d  I
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PERFECTED

H B  1 1 9  - -  T I N T F . E M E N T  F I N A N C I N G  ( R i z z o )

Fir.:-! : " . c  I T I P )  -

m u r .  t i c l i t ’

■x . . IS

= . k e s  a  n u m b e r  o f  c h a n g e s  t o  T a x  I n c r e m e n t  

va*.  I n  i t s  r a i n  p r o v i s i o n s  i t :

- e l j c m e n t  a r e a , "  " s p e c i a l  a l l o c a t i o n  f u n d , "  

r i r - r . t " ,  a n d  e c o n o m i c  a c t i v i t y  t a x e s " ,  a n d  

• t l - . s  a n d  l c - . a l  u s e  t a x e s  f r o m  i n c l u s i o n  i n  

: - - . . : ~ s  f o r  T I F  p r o j e c t s , -

r e  • a p p r o v e r ;  o n  o r  a f t e r  i  2 8 / 9 7  t o  m e e t  a t  

:  ■ t o r s  o u t l i n e d  u n d e r  t r . e  " c o n s e r v a t i o n  a r e a "

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

; i v e  A u g u s t  2 3 ,  1 9 9 7 ;

• :  . r . t y  T I F  C o m m i s s i o n s  f r o m  9  t o  1 1  m e m b e r s ,  

e r a  t o  b e  a p p o i n t e d  b y  t h e  c o u n t y  i n  w h i c h  

■ l o c a t e d .

t t r o n  o f  t r . a  m u n i c i p a l  T I F  C o m m i s s i o n  

7  J o m m i s s i m e m b e r s  r e - r e s e n t i n g  t h e  s c h o o l s  

t .  r e t s  t o  , ‘ e  a p p o i n t e d  t o  a  d e f i n i t e  t e r m ,  o r

1 off. 3/1;'/9S 3:9! PM
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t o  i : e  a - " : . o m t e d

( 6 )  R e c  ,... r e  .  *  h  

i n c h  c a t  . r .7 • . t a t  

n o t  I i ' - :  • - a  c.

-  o i p a l i t y  t o  e x e c u t e  .. a f f i d a v i t ,  

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

r d  w i t h o u t  t h e  u s e  : f  7 1 ? ;

3 p r o j e c t - s p e c i f i c  b a r t e r

( 7 )  ? r c . ; i o i t s  t : :  

d e v e l o p : -  o n e  o r  .

( 8 )  R e q u i r e s  i r . r :  

b e  g e n e r a t e d , i :  

w i t h i n  x . e  y e a r

: r . s  a n d  p r o j e c t s  f r - c m .  i n c l u d i n g  t h e  

- l o p m e n t  o f  g a m b l i n g  e s t a b l i s h m e n t s ;

= d  a m o u n t s  o f  s a l e s  a r . d  u s e  t a x  r e v e n u e s  t o  

v r i l i t y  r e l o c a t e s  w i t h i n  t h e  s a m e  c o u n t y  

i s  a  d i r e c t  b e n e f i t  . a : - . -  o f  T I F  ;

( 9 )  R e q u i r e s  a  

r e d e v e l  y . T . o n t  p '  

t a x i n g  • u r i . - c i i c  
w i t . .  T7 ' . T h e  

i m p a c t  ; • n . y  o r .  

i n f  t r r c a  . :  m e :

d e v - l o t ■ ■: ■

- e n e f i t  . r . a l y s i s  a s  p a r t  o f  t h e  

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

i f  t h e  p r o j e c t  i s  r . : t  b u i l t ,  a n d  i s  b u i l t  

: e n e f i t  a n  ’. l y s i s  m u s t  a l s o  i n c l u d e  a  f i s c a l  

- a f f e c t e d  p o l i t i c a l  s m d i v i s i o n ,  a n d  

- . t h e  f i n a n c i a l  h i s t  t r y  a n d  s t a t u s  o f  t h e

( 1 C ,  R e q u i r e s  m u : : :  

p r o c e d u r e s  f o r  c b :  

i m o l e m e u t a t i o n  c  f

L p a l i t i e s  o r  t h e  T I F  C c m n i s s i o n s  t o  e s t a b l i s h  

L r . i n g  c o m p e t i t i v e  b i d s  a n d  p r o p o s a l s  f o r  

: e  r e d e v e l o p m e n t  p r o j e c t s ;

( 1 1  P r v . - i d e s  t  

f u r . : :  b e  _ r . d e

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

1 . . x i n g  d i s t r i c t s  c r .  a  p r o p o r t i o n a l  b a s i s ;

(12 Al v s  pr< 
r e c e v e l  ym.ent c 
i n i t i a l  a - . '  u p -  

p r c y e c t  T n e  -  

a r e  r e c  a o l ‘

• t i i r . a l  f e e s  -  f  o r - s e r v i  r e  a s  a  r e c o v e r a b l e

, t  o n l y  1 :  s u e : i n c l u d e d  a s  a n

e x p e n s e  p r i o r  t o  t h e  m i t i a t i o n  o f  t h e  T I F  

r t r a t i v e  r o s t s  i n c u r r e d  b y  T I F  C o m m i s s i o n s  

■ s i o n a l  c o s t s ;

( 1 2  ? r  w i c i e s  t .  

p r o j e c t  o r  a r e a .

( 1 4  A l l o w s  t h e  

a c r m i e  - r t r . p  7  

i n c  . r r i  . • ~ . c h

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

i t t i o n a l  p u b l i c  h e a r i n g s  a r e  n o t  r e q u i r e d ;

o r  o t h e r  o f f i c i a l  s  c o s t s  f o r  

• - a c t s  t t  h e  r e c o u p e  ‘ : y  t h e  m u n i c i p a l i t y

( I t  R e  ;  i r  • -  m 

p u b . i c  A r . n g  

(D E 7 );

( I f -  ? . e  p . i r e s  m:  . .  

a c t . v i e  ' t a x e s  

rec.ire.: a n n u a l

• • . t i t l e s
(Ji 1 • —
O U* — — p y  o f  t h e  r e q u i r e d

: o  t h e  d e p a r t m e n t  . :  e c o n o m i c  D e v e l o p m e n t

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

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

. . r r t  s u b m i t t e d  t o  t h e  7 1 3 ;

( 1 7 ;  R e q u i r e s  t h e  

a n d  t e c x r . i c a l  a s s :  

s u m : . . a r y  i r . f  t  r m . a  - .  . 

Ass-.mbl - . ■ ■ ee

? Z D  t o  p r o v i d e ,  w h e n  r e q u e s t e d ,  i n f o r m a t i o n  

: t a r . t  t o  l o c a l  j u r i s d i c t i o n s ,  a n d  t o  s u b m i t  

:  o n  T I F  p r o j e c t s  s t a t e w i d e  t o  t h e  G e n e r a l  

e  s u a r y  1 ;

( l r  Z s  h e

e x t  t i n  7 3 . '  '■ t

the ..ear . . r.
r e m e w ,  ! m  arr

p r c  e r r  t a x e s  

m a n n e r  i s  • t r . e r

j  . . i t  l e g i  ■ a t i v e  c o r n  1 - . t e e  t o  r e v i e w  

b e g i n n i n g  i n  I r r  r  e v e r y  5  y e a r s

s :  _ t t e e  i s  t o  s u b m i t  0. r e p o r t  b a s e d  o n  i t s  

c  : m e n d e d  - a  a  t u t o r ' /  r . g e s ;

. a t  a n y  p e n a l t i e s  a n d  i n t e r e s t  o w e d  o n

7 3 F  d i s t r i - t  a r e  t c  c e  c o l l e c t e d  i n  t h e  s a m e  

: a . t i e s  a n d  i n t e r e s t  a r e  c o l l e c t e d ;

( 2 C ) A l l o w s ,  b e g i n n i n g  J a n u a r y  1 ,  1 9 9 8 ,  c e r t a i n  b l i g h t e d  T I F  

a r e a s  t  - e  - l i v h l e  f o r  5 0 %  o f  s t a t e  s a l e s  t a x e s  n o t

3/13/98 3:0:
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c o n s z i z  

F u r . : l  t a x - - ,  

b o a “ 3  a  . . 

Deptrt.t 
L a : - :  • 3 .  

rebate, 
r e q u i r e  . 
imr . r t  . . .  

I r . r  . e m c  t  

R e ’  • r u e  

m u r  .  s i t  . 1 .

, a r . c  

o a t :  b e .

O • z.

tv a
■;l e 

: x

_ c a t e d ,  a : :  

a  a n d  u s e  

m o r s .

.  j  D e v e l o p  

•3 r e q u i .  

i l i k e i y  t  

•: a n a l y s i s  

A  n e w  f t .  

F u n d  i s  c :

' s e  o :

e x c l u d i n g  E c h o o l  D i s t r i c t  T r u s t  

r a x e s  o n  m o t o r  v e h i c l e s ,  t r a i l e r s ,  

r . i c i p a l i c i e s  m u s t  a p p l y  t o  t h e  

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

'  i  a t t e s t i n ' -  t h a t  w i t h o u t  t h e  

b e  d e v e l o p e d .  I n  a d d i t i o n ,  t h e  

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

. d ,  t h e  M i s s o u r i  S a l e s  T a x  

i a t e d  i n  t h e  D e p a r t m e n t  o f  

• a r i n g  s t a t e  s a l e s  t a x e s  t o

( 1 1  C l -  

L a r .  . C l  

w h o  r e t  

t h e  a r - =  

q u a  1 i  f  t

o f  o o e r a

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

r  F. . ' . e v e l o p m . r . n t  C o m m i s s i o n  s o  t h a t  t a x p a y e r s  

: h s  m u n i c i p a l i t y  o r  t h e  c o u n t y  ( r a t h e r  t h a n  

i o n > f o r  t h e  r e q u i r e d  m i n i m u m  5  y e a r s  m a y  

s i c r .  a o p o i n t m e n t .

F ID : . ' . ' -
F Y  . a 9 . : 

n o t  i n :  

S a l e s  1 

D i e • r i  * 

20C . 
o f  1 3  :

» r . d  £ 7 3 . 0 5 5  f o r  F Y  2 0 0 0 . ( *  D o e s

.a :  _  J b  ■ -t

• t o  G e r . - . - r a l  R e v e n u e  F u n d *  o f  $ 6 3 , 8 1 5  f o r  

F Y  1 9 9 9 ,  

t e  t o  s a l o  

7 m a n c i n g  

i s  U n k n o w n  

M i s s o u r i  

• 1 9 9 9 ,  a n

t a x e s  d e p o s i t e d  t o  M i s s o u r i  

F i n d . )  M e t  E f f e c t  t o  S c h o o l  

f o r  F Y  1 9 9 -  F Y  1 9 9 9 ,  a n d  F Y  

/ a l e s  T a x  I n c r e m e n t  F i n a n c i n g  F u n d

:• F Y  2  0  C  0  .

CO M M ITTEE

HCS HE ' F - M E N T  F I M Y - . N C I M G

S F C M

c o m m i t -

b y

t e d  " d o  : . a s "  b y  t h e  I i m m i t t e e  o n  C o m m e r c e

T h i  s .

F i n  r . c :

•e : a  n u m c e t  m a n g e s  

I n  i t s  -  . i n  n r o v i s t

T a x  I n c r e m e n t

(1 , Te: 
*ec :r.c:

: ; : m e n t  a r - a . ,  “ " s p e c i a l  a l l o c a t i o n  f u n d , "  

t a x e s , "  a n d  " g a m b l i n g  e s t a b l i s h m e n t " ;

( 2 ,  F . e  • 

l e a  t  I  

c r a t e r :

: t -  a p p r o v e . ;  o n  o r  a f t e r  :  2 8 / 9 7  t o  m e e t  a t  

' a  t o r s  o u t l t r . e e  u n d e r  t h e  " c o n s e r v a t i o n  a r e a "

( 3 )  F . e :  

c a n  u s - :

• v e e r  w a i t e r ,  • p e r i o d  c e r ' t r e  n e w  m u n i c i p a l i t i e s  

u - ~  8 / 2 3 / 9 " ;

( 4 )  1 :  

w i "  ■ :

t h e  :r.

:  . . - t t y  T I F  1 e m i s s i o n s  f r u r ;  9  t o  1 1  m e m b e r s ,  

e  ' r  t o  b e  a p p o i n t e d  b y  t h e  c o u n t y  i n  w h i c h  

c a t e a .

( 5 !  a :

r e t  r e ;  

o r  t r  

t o  -

: t t i o n  o f  m e  m u n i c i p a l  I I F  C o m m i s s i o n  

I F  C o m m i s s i  t r .  m e m b e r s  r e p r e s e n t i n g  t h e  s c h o o l s  

: t r i c t s  t o  b e  a p p o i n t e d  t o  a  d e f i n i t e  t e r m ,  o r  

a. p r o j e c t - s p e c i f i c  b a s . r ;

( 6 ) he- 
r e c - v e !  

d e v - - i o r

t  . 3  t o  s u . t t t i t  a  s i g n e d  . - . f f i d a v i t  w i t h  t h e  

i n d i c a t i r . : ;  t h a t  t h e  p r . ; e c t  w o u l d  n o t  b e  

h e  u s e  o f  I I F ;

( 7 }  F i ­

d e  v  i r

■ j . .
* O -

I  v . t s  a n d  t r  j e c t s  f r c r .  t r .  ’ l u d i n g  t h e  

v  : - l o p m e n t  -  g a m b l i n g  e s t a b l i s h m e n t s ;

3/13/98 3:01 PM



( 8 )  - e  ■. i r .  > r a m o u n t :  o f  s a l e s  a r . .: u s e  t a x  r e v e n u e s  t o

b e  e r .  i l r  .1. i  ;  •. r i l i t y  r e l o c a t e s  w i c k m  t h e  s a m e  c o u n t y

w i t  m  r  ^  - e . - i *  . s  a  d i r  a r t  b e n e f i c i a r y  o f  T I F  ;

( 9 '  . e  _  '  a  r . e f i t  a " ,  i l y s i s  a s  t a r t  o f  t h e

r e c .  - e .  ■.. - . - r. t  p  • • • i t c h  e n u m - . a t e s  t h e  e c o n o m i c  i m p a c t  o n

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

w i t h .  T i l .  T h e  • r e s t - b o n e f i t  a n a l y s i s  m u s t  a l s o  i n c l u d e  a  f i s c a l  

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

i n f  r m v - i m  i n d _ e a t i n g  t h e  f i n a n c i a l  h i s t o r y  a n d  s t a t u s  o f  t h e  

d e ' - . o ;  •

( 1 C  , _ r e =  r  - . - r e a l i t i e s  o r  t h e  T I F  T o r / m i s s i o n s  t o  e s t a b l i s h

p r c  • i d  . .  -  f o r  ~  i u i n g  c o m p e t i t i v e  b i d s  - a n d  p r o p o s a l s  f o r

i m p  .  i . T -  “. . a t  i o n  r. -  r e d e v e l o p m e n t  p r o j e c t s ;

( 1 1  ? _  • _  a s  c  ■ s u r p l u s  f u n d s  i n  t : . r  s p e c i a l  a l l o c a t i o n

f u n  r -  . ' . - . r . d e  x i n g  d i s t r i c t s  : n  r . i p o r t i o n a l  b a s i s ;

( 1 1   .v.~ p r o .  . . .  .  r . a l  f e e s  -  f o r - s e r v i c e  a s  a  r e c o v e r a b l e

r e d - . v e l  u  m e  r . t  c i s t ,  o u t  o n l y  i f  s u c h  f e e s  a r e  i n c l u d e d  a s  a n

i n i t i a l  a n d  u p - t r c n t  e x p e n s e  p r i o r  t o  t h e  i n i t i a t i o n  o f  t h e  T I F

p r c j e c r .  T h e  a d m i n i s t r a t i v e  c o s t s  i n c u r r e d  b y  T I F  C o m m i s s i o n s  

a r e  r e c  - - e r a b l e  p r o f e s s i o n a l  c o s t s ;

( 1 1  ? r  • _ . ' . o s  cZ t o r  m i n o r  c h a n g e s  t c  t h e  r e d e v e l o p m e n t  p l a n ,  

p r c - e c *  r  a r e a  . ' . d i t i o n a l  p u b l i c  h e a r i n g s  a r e  n o t  r e q u i r e d ;

( I n  F  u-  m e  i  : s  o r  o t h e r  o f f i c i a l ' s  - c a t s  f o r

a d -  . u .  - r . . ' . : :  T  ' a c t s  t o  » e  r e c o u p e d  r v  t h e  m u n i c i p a l i t y

i r . c  r n  s  . c h .

( I f  F  . _ : - s  - m - l i t i e s  "  s u b m i t  a  c c c y  o f  t h e  r e q u i r e d

p u b . i c  • . . • m g  r . t s S  t o  t h e  D e p a r t m e n t  o :  E c o n o m i c  D e v e l o p m e n t

( D E I .  ;

( I f  F. ■ : i r e s  n  : . .  * i  -  i l i t i e s  t a  a d d  i n f o r m a t i o n  o n  t h e  e c o n o m i c

a c t  - i -  • u - . : e s  • * '  .  : t h e  r e d . - v e l o p n o n t  a r e a  t o  t h e  c u r r e n t l y

r e r  . r  • * . . . - . u a l  -  •*. s u b m i t '  ; d  t o  t h e  D E I :

( I -  F 1 ■ ; s  :  E t o  p r o - s .  : e ,  w h e n  r e q u e s t e d ,  i n f o r m a t i o n

a n d  1 -  t  t o  I t  - .1 j u r i s  du o t .  . r . s ,  a n d  t o  s u b m i t

s u : : .  . :  . :  ? r :  a  s.  T I F  p m ' e c c s  s t a t e  u  d e  t o  t h e  G e n e r a l

A s s  , r .  • • - . - a  . . s u a r y  I ;

( 1 ; E ; o . l s h e  :  . r . t  l e g i s l a t i v e  c o m m i t t e e  t o  r e v i e w

e x ;  “ i r .  D I F  s r  b e g i n n i n g  i n  1 9 9 9  a n d  e v e r y  5  y e a r s

t h e : e a r  r .  T r -  . - r e m i t t e e  i s  t o  s u b m i t  a  r e p o r t  b a s e d  o n  i t s

r e v . e w ,  i r h  a r . y  r e c o m m e n d e d  s t a t u t o r y  c h a n g e s ;

( 1 9  M e  - > s  c l e a .  t h a t  a n y  p e n a l t i e s  a n d  i n t e r e s t  o w e d  o n  

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

m a n  ? .  t h e :  .  i e s  a n d  . n e a r e s t  a r e  : : E l e c t e d ;  a n d

( 2 1  . - .1 . .. . h -  . J a r . u a * . ' - ,  1 ,  1 9 9 ? •  “ .“. i n  b l i g h t e d  T I F

a r - _  .  -  - -  e . u  c r  5 3 :,  f  s t a t e  s a l - ; . *  t a x e s  n o t

c o r  - . “  :.  * . o l l  - ’ . t e d .  . n i r i p a l t *  u - . . r u s t  a p p l y  t o  t h e

D e o  c o m  : . o  f  E  -  D e v e l c •.r e n t  f o r  . - c a t e  o f  s t a t e  s a l e s

t a x  - .  . . .  - i f i  - -  . s  r e q u i  r i d  a t t e s t i n g  m a t  w i t h o u t  t h e

r e b  t e ,  t r . e  a r e  . c u l i k e l y  r  b e  d e v e l o p e d .  I n  a d d i t i o n ,  t h e

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

i m p a c t  n  t h e  s t a t e .  A  n e w  f u n d ,  t h e  M i s s o u r i  S a l e s  T a x  

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

R e v e n u e  f o r  t h e  p u r p o s e  o f  r e b a t i n g  s t a t e  s a l e s  t a x e s  t o

HB589 - T A X  . u'K ... v;’ !-|\A ... ,\C Xizzo. Henr\ C lmp://www,scnatc.s'atc.mo.us/97bills/housc/billsHB5S9.
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m u ; : ,  c a p - - . i “ r e s .

F I S C A L  

1 9 9 - .  $

t o  ' o r  :  

a n d  , - y  

F i r .  . : o i

7 7 :  N -  

. , 1 1 3  f

- t  C o s t  t o  G e n e r a l  R e v e n u e  F u n d  o f  $ 5 8 , 8 1 5  f o r  F Y  

r  F V  . 9 9 9 ,  a n d  $ 7 5 , 0 5 5  f o r  F T  2 0 0 0 .  N e t  E f f e c t  

- -  7  o u s t  F u r . c ' .  i s  Y r . k r . o w n  f  • r  F Y  1 9 9 3 ,  F Y  1 9 9 9 ,

-  •:  . ; : t  o n  M : s s c - u r i  S a l e s  T a x  I n c r e m e n t  

o' o o r  F Y  F T  1 . - 9 5  e n d  F Y  2 0 0 0 .

P R r  : : e  

v a l  •;!. 1 

b u r  . j  t i  ' ’ c . r . t

r  r s  s a y  a t  t a x  o r / . - . - - : . ,  r . t  f i n a n c i n g  i s  a  

o . -  • o l o p m e n t  t o o l  v o h t c h  : . - . - - o ; s  t o  b e  r e f o r m e d

-pi . .

T e c  o f /  

M e x  i  r c  ;  

H e i r  r . t  s  

L e g i s l a r

. i . - : j o u r

-  ?= ;  C 1  c

r . t  r  . 1 1  w e r e  R e p r e s e n t a t i v e  R i z z o ;  C i t y  o f  

A s s  a r i a t i o n  t f  C o u n t i e s ;  C i t y  o f  M a r y l a n d  

, r l 4 s  C o u n t y ;  C i t y  c f  C a m e r o n ;  J a c k s o n  C o u n t y  

, y  C o u n t y  C o m m i s s i o n ;  a n d  J i m  L e h a y .

o p :-  : : f ..\t :

f i r .  . :  i

-  , mU  _ ,
e  j  o p p o s e  t h e  b i l l  s a y  t h a t  t a x  i n c r e m e n t

e . .  s  o u t l i . - . e c  i n  t h e  c u r r e n t  s t a t u t e s .

T e s  v i f y  

F i n  ■..act

. *V -* - • a  “ v -  b i l l  • . • - r e  M i s s o u r i  T a x  I n c r e m e n t  

'. a n d  C o  v y  c  f  F u  1 t o r . .

D e l  a I r  _ ‘..-rl.* R -  - -  i .  t h  A n a l y s t

INTRODUCED
HB  5 8 9  -  . a x  I r . c r - . - r . 4 r . ;  F i n a n c i n g

Sp r  .

T h o  1 i  . . . * : 4 s  . - ' 4 r  o f  c h a n g e s  t . T . . :  C . . : r e m e n t  F i n a n c i n g

( T I  1 I r .  :  •• _ n  p r o v i s i o n s  i r :

( 1  f  r  r - _ -  y  - l y  m e r i t  a r - * a #. "  ' s p e c i a l  . . l o c a t i o n  f u n d , "  a n d
"  r r  -  '■ i  -  -  . -  • -  •« *

C u -  -  .  .  _  . -o . .  r . . -  •

( 2 ,  c  r - - -  : ; r  • :  • a p p r o v e d  c r .  o r  a r t e .  A u g u s t  2 5 ,  1 9 9 7  t o

m e ^  a t  . a  , s t  1 . *  r  r  1 5  f a c t o r s  o u t l i n e d  u n d e r  t h e

" c e n s e r -  r i o r .  a r e a '  c r i t e r i o n ;

( 3 '  R e c  i r e s  a  t v . - - y e  o r  w a i t i n g  p e r i o d  b e f o r e  n e w  m u n i c i p a l i t i e s  

c a r .  i r e  ' 1 7  e f * ~ " ~ :  • = A u g u s t  C S ,  1 9 9 7 ;

( 4 /  I r  c  a .  - s  . .  . . *  : .  . . . t y  T I F  ;  o r r r i s s i  o r . s  : r : x  9 t o  1 2  m e m b e r s ,  

w i t  o h  i  n e w  . /  -  t o  b e  e g p c a n s e d  b y  m e  c o u n t y  i n  w h i c h

t h e  n  r .  i y - s l r t  .  r  .  r a t e d .  I r .  J a c k s o n  C o u n t y ,  t h e  3 n e w

m e : :  _ r s  i l .  . * e  v — o r . r e d  b y  t h e  c o u n t y  e x e c u t i v e ;

( 5 1 . . 1  ;  T I F  • - o o n  m e m b e r s  r e p r e s e n t  o r . g  t h e  s c h o o l ,  o r

o t :  ‘  t  . . .  * t o  b e  a o c c i r . t e o :  t :  a . e f i n i t e  t e r m ,  o r  t o

b e  m  t -  1 r .  i - -  e c t - s p e c _ f i c  b a s i s ;

( 6 )  R ~ c :  c - r s  d e c - 1  o r e r s  t o  s u b m i t  a  s i g n e r ,  a f f i d a v i t  w i t h  t h e

r e d -  . - - I  . . - . - - r . t  p l r . .  . r . d i c a t i r . g  t h a t  t h e  p r e f e c t  w o u l d  n o t  b e

d e 1 ~ z  • - o t h *  t  r h ;  u s e  o f  T I F ;

( 7  r o t  s i . '  1 . . s  a n d  t r o f e c m  f r o m .  . . . e l u d i n g  t h e

d e v  . - . o '  - . r r  o r  j .  o p m e n t  c  f  g a r b l i n g  e s t  a o l i s h r . - . e n t s  ;

( 8 ,  : o L  .. .  .- i .  e s  f r o m  j s i r . c  T I F  t c  r e l o c a t e  w i t h i n  t h e

c o '  . r . r c h  a :  " r o v e d  a r = a  i s  l o c a t e : . ,  t o r  5  y e a r s ;
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z  r - . s  a  - o s - - u e r . e f i t  a n a l y s i s  a s  p a r r  o f  t h e  

■. . ' . •. oh e n u m e r a t e s  t h e  e c o n o m i c  i m p a c t  o n

t h e  p r o j e c t  i s  r . o t  b u i l t ,  i s  b u i l t  w i t h  

.  ;  - . o u t  T I E .  T h e  c c s r - r e n ^ f i t  a n a l y s i s  m u s t  

'  . i m p a c t  s t u d y  : r .  ~ " e r y  e f f e c t e d  p o l i t i c a l  

m a t i o r .  i u d i c r t i u ;  t h -  t i n a n c i a l  h i s t o r y  

’  ••• - i o p e r ;

. o i p u l i t i e s  o r  t h e  T I F  c o m m i s s i o n s  t o  e s t a b l i s h  

: ? . i n i n g  c o m p e t i t i v e  b i d s  a n d  p r o p o s a l s  f o r  

t i e  r e d e v e l o p m e n t  p r o j e c t s ;

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

t a x i n g  d i s t r i c t s  t r .  a  p r o p o r t i o n a l  b a s i s ;

** j-
: a l  f e e s - i o r - s e r v i c e  a s  a  r e c o v e r a b l e  

: t  o n l y  i t  s u c h  f e e s  i n c l u d e d  a s  a n  

• - x p e r . s e  p r i o r  t :  t h e  _ . : i t i a t i o n  o f  t h e  T I F

r  i  . e s  t  . . a t . ;  . r  m i n o r  c h a n g e s  t o  t h e  r e d e v e l o p m e n t  p l a n ,

, t  . r  a r e a ,  a d d i t i o n a l  p u b l i c  h e a r i n g s  a r e  n o t  r e q u i r e d ;

•1' .  ; v ; s  t h e  c l e r o ’ s  c o s t s  f o r  a d m i n i s t e r i n g  T I F  p r o j e c t s  t o  

•t  . e d  b y  t h e  r. m i c i p a l i t y  i n c u r r i n g  s u c h  c o s t s ;

e  . i t e s  m  . r . t  r i p a l i t i e s  t o  s u b m i t  a  i~ o p y  o f  t h e  r e q u i r e d  

• : . a r i n g  n o t i c e s  t o  t h e  D e p a r t m e n t  o f  E c o n o m i c  D e v e l o p m e n t

• .ities to a d d  

. t h e  redevelcpm-
3 '  J. C .Tt I. u :G  ”  .

. m  o n  t h e  e c o n o m i c  

t o  t h e  c u r r e n t l y

d e :

j  t o  p r o v i d e ,

; i : . t  t o  l o c a l  j u r :  

o n  T I ?  p r o j e c t s  • 

; r r u a r v  1 ;  a n d

t  r e q u e s t e d ,  i n f o r m a t i o n  

; d i c t i o n s ,  a n d  t o  s u b m i t  

t a t e t v i d e  t o  t h e  G e n e r a l

r . t  _ e c t s . a t i " e  

b e g i n n i n g  i n  .  

r . t t t e e  i s  t o  s u e r  

• m e n d e d  s  t a  t u t  t c

: o r r . i t _ e e  t o  r e v i e w  

a n d  e v e r y  5  y e a r s  

. t  a  r e t o r t  b a s e d  o n  i t s

 \  ; i i  j 1-1. h i *' •» *' i\ c p r c s c n t ; i ; i v o - - '  H o m e

Lcim ! At, w i l August 11. 1997 til 4 :16  jini •
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H o g e  a n d  L e k i s c h

a s p o fC 5 5 iO n » L  con POP ATI ON 
A TTORNEYS  AT LAW 

4-*i W EST FIFTH AVENUE . SU ITE  500 • ANCHORAGE . ALASKA 59501*2309
(307) 270 M7g©

TELECOP IER (907; 258-2436

March 13, 1998

Rep. Joe Ryan 
State Capitol, Ste. 420 
Juneau, A K  99801 
Attn: Tracy

Via Fax: 907-465-4588

Re: H ouse Bill 399
Deteriorated Property Tax Exemption

Dear Representative Ryan:

We support House Bill 399 because it will stimulate 
u r b a n  r e v i t a l i z a t i o n .  When A S  29.45.050 was originally enacted 
in 1985, urban decay was not much of a problem in Alaska. It has 
since become a p r o b l e m  in the larger cities and this bill 
recognizes the fact that there are now aging, abandoned, and 
u ndesirable structures in certain urban areas in the state.

The intent of t h e b ^ L L J L s .  ^author ize .local taxing 
authorities to provide for tax exemptidn or deferrairfor 
improvements to cert a in  detlfi-orated'^r^al properlEy' ahd for newy 
"construction in.deteriorated areas. The bill does not actually 
w e n t ™ t a x  exemptions; it merely authorizes municipalities to do 
so by passing an ordinance.

The concept is generally b^sed on Pennsylvania's Local 
Economic Revitalization Tax Assistance Act (LERTA), 72 P.S.
S 4722 et s e q . , w hi ch  was adopted in 1977. Proposed paragraoh 
(o)(2) is based on Virginia Code § 58.1-3220. The language 
parallels Alaska's existing provisions for tax relief for 
"economic development property", found in AS 2 9 . 4 5 . 0 5 0 (m).

a n c r e w  e m o g c
A tTC l. a LEKI3CH
JC«N  W CO lV ER  
MARGARET J. RAWlTZ
j a c o b  h allm aras
CALVIN R. JCNCS



*
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For yo ur  information, I have attached copies of the 
a b ov e referenced Pennsylvania and Virginia statutes, as well as 
some Florida statutes.

M arch  1 3 , 1998
P a g e  2

Sincerely yours, 

HOGE AND LEKISCH

Margaret J. Rawitz

M J R: mp t
E n c l o s u r e
c c : Tim Rogers



PA ST 72 P.S. s 4722
72 P.S. § 4722

Page 1

PURDON’S PENNSYLVANIA STATUTES AND CONSOLIDATED STATUTES ANNOTATED 
PURDON’S PENNSYLVANIA STATUTES ANNOTATED 

TITLE 72. TAX ATION AND FISCAL AFFAIRS 
CHAPTER 4. LOCAL TAXATION 

EXEMPTIONS
LOCAL ECONOMIC REVITALIZATION TAX ASSISTANCE ACT

Copr. W e it  C roup  1997. A il rights reserved

Current through the end o f  1996 Reg . Scss. 
and through 1996 Sp. Suss N o  2

S 4722. Short title

Th is act shall be known and may be cited as the "Local E conom ic  Rev ita liza t ion  Tax Assistance Act."

CR ED IT (S )

1995 M a in  Vo ium e 

1977, Dec. 1. P L . 237, N o . 76, § I .  im d . effective

<Genera l Materia ls (GM) - References, Annotations, or Tables>

HISTORICAL AND STATUTORY NOTES 

1995 M a in  V o lum e

Title of Act:

A n Act Authoriz ing lo ca l taxing authorities to prov ide for tax exemption for certain deteriorated industria l, 
commercia l and other business property and for new  construction in deteriorated areas o f eccn cnuoa lly  depressed 
communities; prov id ing  for cn exemption schedule and estab lish ing standards and qua iiScaticna . 1977. D ec . 1. 
P.L.237, No. 76. T it le  as am ended 1988. July 13. P .L . 518. N o  90.

Section 7 o f Act 1977. D ec . I .  P .L. 237, No . 76 is a severab ility  prov is ion .

LAW REVIEW AND JOURNAL COMMENTARIES

Cooperative conversion: Is it on ly  for the wealthy? Proposals that promote affordable cooperative housing in 
Ph iladelph ia Judith Bemstein-Baker, 61 Tem p L Rev . 393 (1988).

NOTES OF DECISIONS

Construction with other laws 1 Areos Tax Exemption Act d id  not relate to same
persons and things and, therefore, were not in  pari 

1. Construction with o ther laws m .iienu , although thov relate to s im itar persona nr.d
things. one statute app lies to commerc ia l 

Local Econom ic R ev ita liza t ion  Tnx Assistance A e i cons irac iion or improvement w ith in  deteriorated
and Improvement o f D eter io ra ting Rea l Property or area, but other applies to res identia l construction or
improvement. M acD ona ld , I l l ig ,  Jonoc & Britton v .E r.o County Bd o f Asjca.imc.tt Appea ls, 604 A-2d 306, 145 
Pa .Cm w llh . 521, Cmwlth.1992, appeal den ied 617 A  2d 1276. 533 Pa. 603

Copr. •?' West 1993 No Claim  to Ong U.S. Govt. Works

*


