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Wumcioalilv of Anchoraqe 
Rick Mystrom. Mayor

10 March  1997

James Rowe, Executive Director 
Alaska Te lephone Association 
4341 “8" S lreet, Su ite  304 
Ancho rage , AK  99503

D ea r  Mr. Rowe ,

ML& P is suppor t ive  of the  A la sk a  T e le p h o n e  Assoc iat ion's efforts to enac t  State 
leg is la t ion  perta in  to und e rg ro und  lo ca tes . W h e n  the Ancho rage  util it ies in it iatea the 
formation of a One-Ca l l w ith in  th e  M un ic ip a l i t y  in 1986 w e  opted for a  m un ic ip a l 
o rd in a n ce  b e c a u s e  w e  cou ldn't f ind  a leg is la to r w i l l ing  to carry the b a n n e r  to the 

- len^'a ture . A TA ’s attempt for state le g is la t ion  is timely s ince  there is a  current 
. . loverr ien i for federa l leg is la t ion  that w ou ld  d ic ta te  to states without such leg is la t ion .

T h e  Locate  C e n te r  of A laska  h a s  w o rked  out we l l for its 26 members  w h ic h  are 
pr imar i ly lo ca ted  in the A n c h o r a g e  a rea , K e n a i  Pen insu la , and Mananuska-Susmta 
B o rough  and  som e  rural ut i l it ies. It h a s  virtually -eliminated dig-ins c a u s ed  by 
excavato rs  that didn't ca l l for lo ca te s  (h istor ica l ly the largest group of offenders).

A ttached is ML&P's d e ta i le d  a n a ly s is  of ATA's p roposed bill. The  la ng uag e  of the 
p roposed  bil l is in the left h a n d  c o lu m n  a nd  ou r suggested  changes  and comm en ts  in 
the right h a nd  co lum n . T h e  por t ions  of th e  text that is in bo ld  in the right h a nd  c o lum n  
em p h a s iz e  the c h a n g e s  in  in tent from the  p roposed  bill. A lso attached is a copy of 
A ncho rage 's  current o rd inance .

It w ou ld  be  to ATA ’s a d v a n ta g e  to ob ta in  input from the Anchorage  Area  Utility 
A ssoc ia t io n , they worked c lo s e ly  w i th  the  Util ity Contractors Assoc iat ion in  g a in in g  their 
support for the A ncho rage  o rd in a n ce .

S in ce re ly

Stahr 
General Manager

M u n i c i p a l  L i g h t  &  P o w e r
1200 E3S1 First Avonua 
Anchorage, Alaska 99501-1605
Telephono: (907) 279-7671. Teleccciers: (907) 263-5804. 277-9272



s E S E s A l a s k a ^ T e l e p h o x i e r A s s a c i a t i o a
4341 B Street, Suite 304 

Anchorage, AK 99503 
Duane C. Durand (907)563-4000
President FAX (907)562-3776

James Rowe
Executive Director

February 3, 1997

Bob Yivisaker 
President
Anchorage Area Utility Association 
P.O. Box 2929 
Palmer, AK 99645
Dear Mr. Yivisaker:
The Alaska Telephone Association is interested in establishing minimum statewide standards 
to reduce damages to underground facilities as well as above ground facilities; thereby 
promoting safety and protecting the public interest. To that end we have produced the 
enclosed draft legislation -  modeled after legislation in Washington -  and we would 
appreciate your review and comments.
Sincerely,

James Rowe



.^AlaskailTeiephone Association

.1AMES ROWE
ecutive Director

201 E. 56th, Suito 114 
Anchorage, A K  99518

907-563-4000 
Fax 907-562-3776 

e-mail: jrowe@piialask3.net

E1G p h O H As S O C131 i O n
201 E. 5 6 th , S u ite  1 1 4  
! \n c h o r a g e , AK 9 9 5 1 8

(9 0 7 ) 5 6 3 -4 0 0 0  James Rowe
F A X  (907) 562-3776 Executive Director

N o v e m b e r  2 4 , 1 9 9 7

K im b er ly  C r isa fu lli  

E N S T A R

3 0 0 0  S p en ard  R oad  

A n c h o r a g e , A K  9 9 5 0 3

D e a r  M s . C risa fu lli:

T h a n k  y o u  for y o u r  h e lp  w ith  the n u m b er o f  lo c a te s  e a r lie r  to d a y . I lo o k  forw ard  to  

re c e iv in g  y o u r  y ea r  en d  c o m p ila t io n  w h en  it  i s  a v a ila b le .

E n c lo se d  is  a  draft o f  the p r o p o se d  lo c a te  le g is la t io n  w e  e x p e c t  to  h a v e  in trod u ced  in  

January. It has b een  shared  w ith  u tilit ie s  an d  co n tra c to rs  an d  I en co u ra g e  w id esp rea d  

d istr ib u tio n . O v e r  th e  p ast y e a r  I h a v e  m a d e  a  n u m b er  o f  ch a n g e s  in  re sp o n se  to  

su g g e s t io n s . I w e lc o m e  y o u r  in p u t.

S in c e r e ly ,

Jam es R o w e

mailto:jrowe@piialask3.net


Aiaska-Xdephone Association
David Fauske
Pra9idflnt

201 E. 56th, Suite 114 
Anchorage, AK 99518

(907) 563-4000 Jame3 Rowe
FAX (907) 562-3776 Executive Dlroctor

James Rowe
Executive Dlroctor

D e c e m b e r  2 3 ,  1 9 9 7

P at W o lfe

A la sk a  B u ild in g  C on tractors  

7 2 0  W . 5 8 th  A v e n u e  

A n c h o r a g e , A K  9 9 5 1 8

D ea r  P at,

T h e  e n c lo se d  sta te  lo c a te  stan d ard s draft has b een  su b m itted  to  the ch airs o f  the S e n a te  and  

H o u se  L a b o r  and C o m m e r c e  C o m m itte e s  fo r  c o n s id e r a tio n  fo r  in trod u ction  d u rin g  th e  n ex t  

se s s io n . I t ’s b een  c ircu la ted  fo r  c o m m e n t and  m o d ific a tio n  a m o n g  a  num ber o f  u tilit ie s  and  

th e  A sso c ia te d  G en era l C on tractors o f  A la sk a . I th in k  it  fa ir ly  sp e lls  ou t the r e sp o n s ib ilit ie s  

o f  a ll  p arties in v o lv e d  in  lo c a tin g  and e x c a v a tio n  o f  u n d ergrou n d  u tilities.

B a sed  o n  a  W a sh in g to n  sta tu te , th is draft w a s  in itia ted  b y  th e  A la sk a  T e le p h o n e  A s s o c ia t io n ’s 

E n g in e e r in g  and P la n n in g  C o m m itte e  w h ic h , r e c o g n iz in g  that th ere are stricter m u n ic ip a l 

stm d a r d s , b e lie v e d  that a  m in im u m  sta te w id e  standard  fo r  lo c a te s  w o u ld  b e  b e n e fic ia l fo r  

u tilit ie s , co n tra cto rs and  th e  p u b lic . A s  I ’m  su re  y o u ’re a w a re , the te lep h o n e  in d u stry  is  

e x p e r ie n c in g  n e w  e n tit ie s  p la c in g  fa c ilit ie s  in  the g ro u n d . T im e ly  and accu rate  lo c a te s  w il l  

o n ly  b e c o m e  m o re  im p o rta n t a s  the b u ild in g  c o n tin u e s .

I ’d b e  p lea sed  to hear an y  c o m m e n ts  or su g g e s t io n s  y o u  h a v e  regard ing  th is draft and I 

e x p e c t  th e  re sp e c tiv e  ch a irs  o f  th e  c o m m itte e s , S e n . L oren  L em an  and R ep . N orm an  

R o k eb erg , w o u ld  a lso  w e lc o m e  y o u r  th o u g h ts . I f  y o u ’d lik e  to g e t togeth er  to d isc u ss  th is , 

p le a se  c a ll m e  at 5 6 3 -4 0 0 0 .

H ap p y  h o lid a y s .

S in c e r e ly

Jam es R o w e



S3

201 E. 56tii, Suite 114 
Anchorage, AK 99518

David Fauske
President

Fauske (907) 563-4000
^  FAX (907) 562-3776

James Rowe
Executive Director

D e c e m b e r  2 3 , 1 9 9 7

H en ry  S p r in g er  

E x e c u tiv e  D ir e c to r

A sso c ia te d  G en era l C o n tractors o f  A lask a  

4 0 4 1  B  S tree t  

A n c h o r a g e , A K  9 9 5 0 3

D ea r  M r. S p rin g er:

L ast A u g u st I sen t y o u  a  c o p y  o f  the e n c lo se d  sta te  lo c a te  standards draft and so lic ite d  y o u r  

co m m e n ts . A fte r  y o u  d istr ib u ted  it, K en  S m ith  o f  W ir e  C o m m u n ica tio n s  and E le c tr ic a l, In c . 

ca lled  m e  w ith  c o n c e r n  regard in g  the treb le  d a m a g e s  paragraph (p a g e  7 ) ,  but h e  d id n ’t o f fe r  

an y  su g g e s t io n s . I ’d  th in k  the " w illfu l and  m a lic io u s"  in ten t that tr ig g ers the treb le  d a m a g es  

w o u ld  b e  d e e m e d  a  b e n e fit  b y  m o st co n tra cto rs.

S in c e  (o th er  than  M r. S m ith ’s co m m en t) I ’v e  r e c e iv e d  n o  a d v erse  rea c tio n , I su b m itted  it  

w ith o u t c h a n g e  to  th e  ch a irs  o f  the S en a te  and  H o u s e  L a b o r  and C o m m erce  C o m m ittee s  fo r  

co n sid era tio n  fo r  in tro d u ctio n  d u rin g  the n e x t  s e s s io n . I  th in k  it  fa ir ly  sp e lls  o u t th e  

re sp o n s ib ilit ie s  o f  a ll p a rties  in v o lv e d  in lo c a tin g  an d  e x c a v a tio n  o f  u n derground  u tilit ie s .

B ased  o n  a  W a sh in g to n  sta tu te , th is draft w a s  in itia ted  b y  th e  A la sk a  T e le p h o n e  A s s o c ia t io n ’s 

E n g in eer in g  and  P la n n in g  C o m m ittee  w h ic h , r e c o g n iz in g  that th ere  are stricter m u n ic ip a l  

standards, b e lie v e d  that a  m in im u m  s ta tew id e  standard  fo r  lo ca te s  w o u ld  b e  b en e fic ia l for  

u tilitie s , co n tra cto rs and  the p u b lic . A s  I ’m  su re  y o u ’re a w a re , the te lep h o n e  in d u stry  is  

e x p e r ie n c in g  n e w  e n tit ie s  p la c in g  fa c ilit ie s  in  the g ro u n d . T im e ly  and accu rate lo c a te s  w ill  

o n ly  b e c o m e  m o re  im p ortan t a s  the b u ild in g  c o n tin u e s .

I ’d s till w e lc o m e  a n y  s u g g e s t io n s  y o u  h a v e  reg a rd in g  th is draft and I e x p e c t  the r e sp e c tiv e  

ch airs o f  th e  c o m m itte e s , S e n . L oren  L em an  and  R e p . N o rm a n  R o k eb erg , w o u ld  a lso  

w e lc o m e  y o u r  th o u g h ts . I f  y o u ’d lik e  to g e t  to g e th e r  to  d isc u ss  th is , p lea se  ca ll m e  at 5 6 3 -  

4 0 0 0 .

H ap p y  h o lid a y s .

Sincerely,

James Rowe



David Fauska
Prasideni

, '  v  . . - O ’. .‘ ..i • ... . •

201 E. 56th, Suite 114 
Anchorage, AK 99518 

(907) 563-4000
FAX (907) 562-3776

A l a s k a T l e i e p h o n & A s s o c i a t i o n s s i ^

Jamoa Rowo
Executive Director

D ecem ber 23, 1997

D oug Askerman
A nchorage H om e B uilders Association, Inc.
8301 Schoon Street, Suite 200 
A nchorage, AK 99518

D ear M r. Askerm an:

T he enclosed state locate standards draft has been subm itted to the chairs o f  the Senate and 
H ouse L abor and C om m erce Comm ittees for consideration for introduction during the next 
session. I t’s been circulated fo r com m ent and m odification among a num ber o f  utilities and 
the Associated G eneral C ontractors o f  A laska. I  th ink  it fairly spells out the responsibilities 
o f  all parties involved in locating and excavation o f  underground utilities.

Based on a  W ashington statute, this draft w as initiated by the Alaska Telephone A ssociation’s 
Engineering and P lanning Com m ittee which, recognizing that there are stricter municipal 
standards, believed that a  m inim um  statewide standard for locates would be beneficial for 
utilities, contractors and the public. As I ’m sure y o u ’re aw are, the telephone industry is 
experiencing new entities placing facilities in the ground. Tim ely and accurate locates will 
only becom e m ore im portant as the building continues.

I ’d be pleased to hear any com m ents o r suggestions you have regarding this draft and I 
expect the respective chairs o f  the com m ittees, Sen. Loren Leman and Rep. Norman 
Rokeberg, would also w elcom e your thoughts. I f  y o u ’d like to get together to discuss this, 
please call me at 563-4000.

H appy holidays.

Sincerely, 

James Rowe



I Alaska Telephone Association
David Fauske
President

201 E. 56»h, Suite 114 
Anchorage, AK 99518 

(907) 563-4000 James Rowe
Executive DirectorFAX (907) 562-3776

State Underground Locale Standards
Purpose of the Proposed Locate Legislation

The purpose of this proposed legislation is to provide an understanding of the 
standards and responsibilities of the locate and excavation of underground 
utilities throughout the state for utilities and contractors. Adherence to these 
standards will reduce damage to utilities, decrease outages to customers, 
promote safety for industry employees and the public, and serve the public 
interest.

With an ever increasing profusion of utilities being placed underground, the 
need for cooperation and coordination among contractors and utilities is 
escalating. This draft assigns accountability in a fair manner to facilitate 
efficient and safe construction and maintenance of utilities, minimize monetary 
loss and avoid hazardous conditions.



LOCATE CALL 
CENTER OF 

ALASKA

OPERATING
GUIDELINES

The Locate Ca J1 Center of Alaska and 
the utilities participating in this Call 
Center haveestablished the following 
guidelines for operation:

1. A11 marki ng sh all be in accord ance 
with the American Public Works 
Association Uniform ColorCodes
oh f\
Red electric power lines, con­

duit, cables and lighting 
cables.

Yellow gas, oil, steam, petroleum 
and gaseous materials.

. Orange communication, alarm or 
signal lines, cables or 
conduit, (some local TV 
companies use pink)

Blue water, slurry and irrigation 
lines.

Green sewers and drain lines.

2. Scmeutilitieschoosetomarktheir 
lines using the following 
abbreviations:

S sanitary sewer E  electric pov/er 
ST storm  sewer TV  television 
W  water T  telephone
G gas PO L  petro leum  o il

line

3. A circle will be drawn around 
pedestals and poles to allow for 
any loops that might be buried. 
Hand digging is requiied within 
this circle.

4. Hand digging is required within 
2 feet of either side of outside 
dimensions of tine underground 
facility.

5. Clear, visible marks with white 
paint or staking may be used by 
the party requesting a locate to 
denote the area of excavation.

6. After a locate hasbeen performed 
in an area, it is the responsibility 
of the party requesting the locate 
to reference ormamtain thelocate 
marks during the construction 
period. The utilities may charge 
forlines thatneed tobe remarked.

7. Directions given for locating will 
be stated os north, south, east, or 
west, if possible.

8. Site m eets are required  by 
Anchorage Water & Wastewater 
and are available with other 
utilities, but must be requested at 
the time of the locate request. Site 
meets will be scheduled by each 
utility.

9. The standard locate time for each 
utility varies from 15-45 minutes 
of locating per site visit. Addition 
locating time per site visit may be 
requested,butmustmescheduled 
in advance by each utility.

10. A utility shall provide a surface 
mark at the location requested, 
showing the location of it's  
underground facilities within the 
excavation site on or before the 
time of excavation. Anchorage 
MunidpalOrdinanoerequires the 
notification of excavation be at 
least two business days before 
excavation.

If a utility fails to provide a 
requested surface mark by the 
excavation date, the excavator 
may proceed. If the excavator 
reveals that a surface mark has 
been incorrectly provided, or if an



u n d e r g r o u n d  fa c ility  is  f o u n d  in  
a n  u n m a rk ed  e x c a v a tio n  s ite , th e  
e x c a v a to r  m a y  p r o c e e d  b u t  o n ly  
in  a m a n n er  w h ic h  a v o id s d a m a g e  
to  s u c h  u n d e r g r o u n d  fa c ility  a n d  .• 
m u s t  im m e d ia t e ly  n o t i f y  t h e  
a ffec ted  u tility . (A M O  26 .90)

11. A n y t im e  a u t ility  is  cu t, p u l le d , o r  j 
e v e n  s c r a p e d  s l i g h t l y ,  t h e  .y 
e x c a v a to r  is  to c a ll th e  L o ca te  C a ll ij 
C en ter  a n d  rep ort th e  in c id e n t  { 
T h e  L o ca te  C all C en ter  w i l l  th en  ; 
g i v e  t h e  e x c a v a t o r  f u r t h e r  5 
in fo r m a t io n  o n  r e p o r t in g  th is  j 
d a m a g e .  A  f a c i l i t y  m a y  b e  I 
d a m a g e d  w h e n  co n ta c t is  m a d e  
e v e n  th o u g h  ex tern a l d a m a g e  i s  (
n o t  v is ib le . ;

12 . E v en  th o u g h  a r e q u e st i s  m a d e  fo r
a  s p e c if ic  u t il ity  lo ca te , t h e  C a ll •
C e n te r  w i l l  s t ill n o tify  a l l  u t il it ie s  1
in th e a r e a .T h e c a l le r w il lb e a s k e d  f1
to  e x p la in  w h y  th e y  r e q u e s te d  ]
o n ly  a  s p e c if ic  u t ility . t

1 3 . If a  p a r ty  r e q u e sts  an  e m e r g e n c y  )
loca te , s ta te s  it m e e ts  th e  d e fin it io n  j
o f  th rea t to  life  a n d  p r o p e r ty , a n d  f
m u s t  b e  lo c a te d  in  le s s  th a n  th e  j
m in im u m  o f  tw o  b u s in e s s  d a y s  {
r e q u ir e d  p e r io d , a n d  th e  lo c a to r  
d e te r m in e s  th is w a s  n o t  s o ,  th ere  
m a y  b e  a  c h a r g e  for th is  lo ca te .

14. If a sh o r t  n o t ic e  o r  u r g e n t lo c a te  }
r e q u e s t  is  m a d e  (r e q u e s t in g  a  j
lo c a te  in  le s s  than  th e  m in im u m  
t w o  b u s in e s s  d a y s  n o t if ic a t io n  
p e r i o d ) ,  th e  u t i l i t i e s  w i l l  b e  
n o tif ie d , b u t  im m e d ia te  r e s p o n s e  
in n o tg u a r a n te e d .I f th e r e q u e s to r  •
is  w i l l i n g  to  p a y  t h e  u t i l i t y  
sta n d a r d  rates, a n d  i f  th e  u t i l i t y
ca n  p r o v id e  th e  lo ca te , th e  lo c a te  
m a y  b e  p e r fo r m e d  p r io r  to  th e  
sta n d a rd  tim e  re q u ir e m e n ts .

I

15 . L o w e r  p r io r ity  w il l  b e  g iv e n  to  
a n y  r eq u est fo r  d e s ig n  p u r p o s e s .  ;
W h e n e v e r  p o ss ib le , it  i s  s u g g e s te d  ;
th a t th e s e r e q u e s ts b e m a d e d u r in g
th e  "off"  (w in ter ) s e a so n . 1

»

• |

1
i

T H IN K  SA FE T Y , j
C A L L  FIRST HI! !

1

L O C A T E  C A L L  C E N T E R
O F  A L A S K A  i

' ' i
•  a * • •  I

!1
I/!I

LOCATE CALL 
CENTER OF 

ALASKA, INC.

O P E R A T IN G
G U ID E L IN E S

BEFORE Y O U  D IG ...

C a ll to  R e q u e s t  a n  
U n d e r g r o u n d  U t il i ty  L ocate!

A n c h o r a g e  B o w l A rea

278-3121
S ta te w id e  T o ll F ree

800-478-3121





ALASKA STATE LEGISLATURE

Sen. M ike M ille r 
Sen. Scan Parnell 
Sen. Johnny E llis

Sen. K ob in  Tay lor, C h a ir
Sen. Drue Pearce,Vice Chair State Capitol 

Juneau, A K  99801 -118? 
(9 0 7 )4 6 5 -3 7 1 7  
F a x : (9 0 7 )4 6 5 -3 9 2 2

Senate Judiciary Committee

SPONSOR STATEM ENT

SEN A TE B IL L  340

“ R e la t in g  to th e  U n iv e rs i ty  of  A la sk a  a n d  un iv e r s i ty  l a n d ,  a n d
a u t h o r i z i n g  the  U n iv e rs i ty  to se lec t  a d d i t i o n a l  s t a te  l a n d , ”

T h e  p r o v i s i o n s  o f  S B  3 4 0  a l l o w  th e  U n i v e r s i t y  o f  A l a s k a  to  s e l e c t  2 5 0 , 0 0 0  

a c r e s  o f  s t a t e  la n d  s u b j e c t  to  a p p r o v a l  b y  th e  L e g i s l a t u r e .  L a n d  a p p r o v e d  

fo r  t r a n s f e r  w o u l d  i n c l u d e  i n t e r e s t s  in  m i n e r a l s  a n d  to  o i l  a n d  g a s  s u b j e c t  

to  c e r t a in  l i m i t a t i o n s .  A l s o  la n d s  s u b j e c t  to  a c o a l  l e a s e  o r  w h e r e  a l e a s e  

a p p l i c a t i o n  i s  p e n d i n g  a r e  n o t  a v a i l a b l e  f o r  s e l e c t i o n .  T h e  U n i v e r s i t y  

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

la n d  s e l e c t i o n s  m u s t  b e  m a d e  b y  D e c e m b e r  3 1 ,  2 0 1 2 .  T w e n t y  p e r c e n t  

( 2 0 % )  o f  i n c o m e  d e r iv e d  f r o m  s e l e c t e d  la n d s  m u s t  b e  u s e d  a t t h e  c a m p u s  

c l o s e s t  to  t h e  i n c o m e  g e n e r a t i n g  p a r c e l ( s ) .  A l l  la n d s  c o n v e y e d  u n d e r  t h i s  

p r o g r a m  a r e  e x e m p t e d  f r o m  m u n ic ip a l  t a x a t i o n .  S B  3 4 0  i s  c o m p a t i b l e  w i t h  

S e n a t o r  M u r k o w s k i ’ s  S . 6 6 0  th e  l e g i s l a t i o n ,  p e n d i n g  in  C o n g r e s s ,  th a t  w i l l  

c o n v e y  a d d i t io n a l  p u b l i c  la n d s  to  th e  U n i v e r s i t y  o f  A la s k a .

T h e  U n i v e r s i t y  o f  A l a s k a  s y s t e m  w a s  c r e a t e d  u n d e r  f e d e r a l  a u t h o r i t y  a s  a

la n d  g r a n t  i n s t i t u t i o n  to  p r o v i d e  fo r  th e  h i g h e r  e d u c a t i o n  r e q u i r e m e n t s  o f  

A l a s k a ’s p e o p l e  in  p e r p e t u i t y .  M o s t  c o l l e g e s  e s t a b l i s h e d  u n d e r  t h e  l a n d  

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

g e n e r a t e  i n c o m e  to  b e  u s e d  fo r  o p e r a t i n g  p u r p o s e s .  U n l i k e  m o s t

i n s t i t u t i o n s  in  th e  l o w e r  4 8  s t a t e s ,  th e  U n i v e r s i t y  o f  A la s k a  d o e s  n o t  h a v e  

th e  r e l a t i v e l y  l a r g e r  p o p u l a t i o n  b a s e  a n d  p r o x i m i t y  to  o t h e r  s u p p o r t  

s e r v i c e s  th a t  a r e  s o  b e n e f i c i a l .  T h e  U n i v e r s i t y  o f  A l a s k a  a l s o  s u f f e r s  f r o m  

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

w h ic h  m a n y  i n s t i t u t i o n s  r e ly  o n  to  h e l p  s u p p o r t  o p e r a t i o n s ,  e s p e c i a l l y  

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



In the past decade several legislators have introduced legislation allowing 
the University of Alaska to select additional lands from the State. The 
purpose of all legislative attempts to provide more land for the University 
statewide system has been to provide more income producing assets 
where monetary resources are becoming scarcer and unpredictable. This 
bill continues the effort to give the University of Alaska a larger more 
productive land base. The bill also provides clear expectations that land 
conveyed is to be used for the development of value added industries 
where appropriate.
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F I S C A L  N O T E

1998 LEGISLATIVE SESSION
Rev is ion Date:
Title: An  Act relating to the Univers ity of Alaska and
university land, and  authoriz ing the U of A to se le c t  addt. st. land.
Sponsor: (S) Judic iary___________________
Requestor:

STATE OF ALASKA BILL NO. SB340

Dep t Affected: Natural Resources
BRU:
Com ponen t :

M anagem en t and Admin istrat ion 
Information R esou rce  M anagem en t

(S) R E S

Expend itures/Revenues

C o m p o n e n t  S e r ia l No. 

(Thousands of Dollars)

427

OPERAT ING  E X P EN D IT U R E S FY99 FY00 FY01 FY02 FY03 FY04
PEKSONAlTSbKVICbS 2770 ' 27TJ 2MJ 27.0 2 TU 2/.U
TRAVEL
CONTRACTUAL i'o:o 10.0 io . o 10.0 10.0 10.0
SUPPL IES 3TU 3.0 3.0 3.0 3.0 3.0
EQU IPM ENT
LAND & S T R U C T U R E S
GRANTS , CLA IMS
M ISCELLANEOUS
TOTAL  O P ERA T IN G 40.0 40.0 40.0 40.0 40.0 40.0

CAP ITAL  E X P EN D IT U R ES 0.0 0.0 0.0 0.0 0.0 0.0

C H A N G E  IN R E V E N U E S  (rundcodo) 0.0 0.0 0.0 0.0 0.0 0.0

FUND  SO U R C E (Thousands  of Dol lars)
1002 Federa l Rece ip ts
1003 G F  Match
1004 GF 40.0 40.0 40.0 40.0 40.0 4u.G
1005 GF/Program Rece ip ts
1037 GF/Mental Hea lth
Other (Specify Type)
TOTAL 40.0 40.0 40.0 40.0 40.0 40.0

Est im ate  o f a ny  c u r r e n t  y e a r  (FY98) cos t: $ None

POS IT IONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEM PORARY 0 0 0 0 0 0

ANALYS IS : (Attach a separate page if necessary)

SB340 authorizes the University of A laska to se lect 250,000 acres of state land for m anagem en t  and  revenue generat ion by the 
University. T he  Land Records  Information Sec t ion would require a total of $40.0 annua l ly . S27.0 in persona l serv ices v/ould inc lude 
2 months time for N R M  I to deve lop  n ew  land LAS case  types with the d iv is ion of land staff, (first year), 4 months of on-going 
(annual) Analyst P rogrammer III support to ass ist with site location and ana lys is , 1 month on-going (annual) Cartographer II to post 
changes  to the graph ic  record, and on-going (annual) centra l ized G IS  support for the D iv is ion of Land and University Staff. In 
addit ion to persona l serv ices , 510.0 is ne ed ed  in contractual serv ices for software techn ica l support and l icens ing , and S3.0 in 
cartographic and m app in g  supp l ies .

ss
Prepared by:
Div ision: Support Serv io
Approved by C o m m i s s i o n e r : ^ ^

Agency:

R ichard  M c M a h p r i ^ ^ - ^ r A /X'A
icedTGJivision , Land Records Information Sect ion

s i o n e n ^ '  * *  A ?  /  n A  , A
A '̂ S A A A  A a A '̂  7 7 7  

Naturf f tResources :  z  5 ■

Phone : 
D a t e :

Date:

269-8833
29-Apr-98

A  A ?  A ?

sb340lris.xls
Printed: 4/23/98 8:09 AM

P R E P A R E R  T O  P RO V ID E  A L L  D ISTR IBUT ION  C O P IE S  TO  G O V E R N O R ’S L EG IS LA T IV E  O F F IC E
For further distribution information call the G< ■emor's Legislative Office Page 1 at 1



Rev is ion  D a t e :   _____________
Title: An Act relating to the University of A laska and
university land, and  authoriz ing the U of A to se le c t addt. st. land.
Sponsor: (S) Judic iary____________________ __________
Requestor:

STATE OF ALASKA
1998 LEGISLATIVE SESSION

F I S C A L  N O T E

BILL NO. SB340

Dept Affected: Natural Resources 
BRU: Resource Developrr
C omponen t :  Land Deve lopment

(S) RES

Expend itures/Revenues

C o m p o n e n t  S e r ia l No. 

(Thousands of Dollars)

431

O P E R A T IN G  E X P EN D IT U R E S PY99 " r fp iJ — p t i t t PYU2 F Y03 EY04
P e r s o n a l  "s e r v i c e s
TRAVEL
CO N TR A CTU A L
SUPPL IE S
EQ U IP M EN T
LAND & S T R U C T U R E S
GRANTS , CLA IMS
M IS C E L LA N EO U S

139./ 15/./ 15/./ 15/7 15/./ 15/./
15.0 15.U 15.0 15.0 15.0 15.0

8T7T7 61/.(j bT/.D 61/.0 61/.0 GT/.O
' b.G 15.0 15.0 15.0 15.0 1s.O

TOTAL  O P E R A T IN G //9./ 804./ " 8047/ 804./ 804./ 804./

rCAH'IA'TEXPENDIIURES 0.01 0.0 U.U 0.0 0 .01 O.u
[ChANGE'TN R E V E N U E S  ( )

FUND  S O U R C E (Thousands of Dollars)
1002 Federa l Rece ip ts
1003 G F  Match
1004 G F
1005 GF/Program Rece ip ts
1006 GF/MHTIA
1007 I/A

30.0 32.0 32.0 32.0 32.0 32.0

/49T) rm 772.7 //2./ /1 2 . 1 r/2./
TOTAL 77577 804.7 804./ 804./ 804.7 O04./

E s t im a te  o f  a n y  c u r r e n t  y ea r  (FY98) cost: S

POS IT IONS

None

PULLTIfME 3 3 - 3' 3 3 3
PART-TIME 0 0 0 0 0 u
TEMPORARY 0 0 0 0 0 u

ANALYS IS : (Attach a separate page if necessary)
Th is  fiscal note is the m in im um  necessary for DNR  to process land se lect ions and conveyances  to the University of A laska. Most 
costs for the c o n v e y a n c e  work wil l be paid for by the University of A laska using Interagency Rece ip ts , however, this m oney  still 
must c om e  from state funds.
For FY  99, staff will in c lude  2 mos. of a Natural R esource  Manager I, 12 mos. Natural Resource  Officer (NRO) II. and  12 mos. 
N R O  I who  wil l he lp  identify parce ls for University select ion, check  land status and land records, prepare pub l ic  not ice , respond to 
pub l ic  inquir ies , negot ia te with the University, and perform other tasks to prepare land lists. Inc ludes 6 mos. for a Land Surveyor I 
to prepare survey instruct ions and contracts for survey. Large contractual expend itures reflect the cost to survey parce ls , fiscal 
note assum es  a ve rage  parce l s ize wil l be 320 acres, about half (40 parcels) will requ ire survey, average survey cost per parcel 
assumed to be  315,000 (40x15,000=600,000). . .
FY  00 and fo l low ing years inc lude the above costs, p lus costs to issue  title documents .
* It is imposs ib le  to project the exact amount of revenue  these conveyances  wil l genera te  for the University, and wil l be lost to the 
state, without know ing exact ly what lands wil l be transferred. ,

^  ---------Jan e  Angv ik /rm 
Land ?

Prepared by:
D iv ision:
Approved by Comm iss ioner-?

_ ___
Natpral ResourcesAgency:

P h o n e : 
D a t e :

Date:

269-8503
29-Apr-98

P R E P A R E R  T O  PROV ID E  ALL  D ISTR IB UT ION  C O P IE S  TO G O V ER N O R 'S  LEG IS LA T IV E  O F F IC E
(S8340land.xls Rev 4/29/98) For further distribution information call the Governor's Legislative Office Pago 1 of t



RSCAL. NOTE

Revision Date (Note i f  correction) ________________________Dept. Affected__________ University of Alaska
Title An Act relating lo the University of Alaska and EFiU University of Alaska____________
and university land: authorizing selection of additional land Component Statewide_Services____________
Sponsor Senate Judiciary________________________________
Requester Senate Resources Component Serial No. #730

STA TE OF ALA SKA  BILL NO. SB 3 4 0
1998 LEGISLATIV E S E S S IO N

E xp end itu re s /R evenu es  (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FY 00 I FY 01 FY 02 FY 03 FY 04
Personal Services
Travel
Contractual
Supplies
Equipment
Land &  Structures
Grants & Claims
Miscellaneous 1.500.0 1.500.0 1 5C0.0 1.500.0 1.500.0 1.500.0

TOTAL OPERATING 1 ,5 0 0 .0 1 .5 0 0 .0 1 ,500.0 1 ,5 0 0 .0 1 .5 0 0 .0 1 .500.0  |

CAPITAL E X P E N D I T U R E S ________  I I I I | | J
CHANGE IN REVENUES ( [

FUND SOURCE (Thousands cf Dcllarst
1002 Federal Receipts 1 I
1003 GF Match 1

100J GF 1.500.0 1.500.0 1,500 0 1.500.0 1.500.0 1.500.0
1005 GF/Prograrr. Receipts I
1 0 3 7  G F / M e n r a l  H e a l t h I j
University Receipts I I

TOTAL 1 .500 .0  ! 1 .5 0 0 .0 1 .500 .0 1 .5 0 0 .0 1 .5 0 0 .0 1.500.0

Estimate of any current year (FY93) cost: 

POSITIONS

ncne

Full-time
Part-tlm a
T em oorarv

I I
i I l
! I !

ANALYSIS: ( A t t a c h  a  s e p a r a t e  p a g e  i t  n e c e s s a r y )

This bill provides for the selection ana conveyance to the University of Alaska of 250,000 acres of land 
c o n v e y e d  to the state under the Alaska Statehood Act. A list c f land to be conveyed is to be 
presented to the legislature within 3C days cf tne beginning of each regular session, with each list to 
contain at least 25 ,000  acres. The bill also provides that the University of Alaska shall bear all costs 
of selection, platting, surveying and conveyance. This fiscal note assumes that the minimum 25.000 
acreage will be platted and surveyed each yean at an estimated cost c f S f ,500.0.

Prepared by 
Division

Approved oy C< Marvlcu 3uron. Director  

A g e n c y  UA Statewide Budget Office

Man/lou Burton C'rectsr 
UA Statawde Budget Office

Phone 4~4-6^ 90 
Date a /2 3 /9 8

4/28/98

P R E P A R E R  T O  P R O V I D E  A L L  DISTRIBUTION C O P I E S  T O  G O V E R N O R ' S  LEGISLATIVE OFFICE

For further cistricuiii" .nicrmaran, o '  tr.a G e r n e :■> Legislative Ot.'lce
;>%•/ 7 3r> ssi.ii-im •!%-ov<p P ag e  1 of 1
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CS FO R  SEN A TE B IL L  NO. 340( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTIETH LEGISLATURE - SECOND SESSION

B Y

Offered:

Referred:

Sponsor(s): S E N A T E  J U D I C I A R Y  C O M M I T T E E

A B ILL

FO R AN A C T E N T IT L E D

"A n Act re la ting  to the University of A laska and university land , an d  authorizing

the U niversity  o f A laska to select add itional s ta te  land ."

BE IT  E N A C T E D  BY T H E  LE G ISLA TU R E O F T H E  STA TE C F  ALASKA :

* Section 1. FINDINGS AND PURPOSE. The legislature finds that

(1) as the beneficiary under the provisions of the Acts of August 30, 1890, and 

Vlarch 4, 1907, designating the Alaska Agricultural College and School of Mines as 

beneficiary, and of March 4, 1915, 38 Stat. 1214, transferring certain land for its location and

support, the University of Alaska is a land grant university;

(2) under the Acts of March 4, 1915, 38 Stat. 1214, and January 21, 1929, 45 

hat. 1091, the Congress of die United States granted to the Territory of Alaska certain federal 

and to be held in trust for the benefit of the predecessor of the University of Alaska;

(3) the Territory was unable to receive most of the land conveyed by the Act 

>f March 4, 1915, before repeal of that Act by Sec. 6 (k) of the Alaska Statehood Act (P.L. 85- 

i08, 72 Stat. 339);

-I-
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(4) the Congress of the United States granted the State of Alaska the right to 

select 102,500,000 acres of federal land under Sec. 6 (b) of the Alaska Statehood Act;

(5) the land selection rights embodied in the Alaska Statehood Act reflect in 

part congressional recognition that the state would need the land to support its government and 

programs, and the Congress assumed that the State of Alaska would in turn devote some of 

the land or the income from it for the use and benefit of the University of Alaska;

(6 ) most land grant colleges in the western United States have obtained a larger 

land grant from the federal government than the University of Alaska has received;

(7) an academically strong and financially secure state university system is a 

cornerstone to the long-term development of a stable population and to a healthy, diverse 

economy in the state;

(8 ) it is in the best interests of the state and the University of Alaska that the 

university take ownership of a significant and substantial portfolio of income producing land 

in order to provide income for the support of public higher education in the state; and

(9) renewable resources should be managed on a sustained yield basis, taking 

into account the total land grant.

* Sec. 2. LEGISLATIVE INTENT. It is the intent of the legislature that the University 

of Alaska encourage the development of in-state value-added industries to the maximum extent 

feasible when developing land conveyed under AS 14.40.365.

* Sec. 3 .  AS 14.40.170(a) is amended to read:

(a) The Board of Regents shall

( 1) appoint the fesident of the university by a majority vote of the 

whole board, and the president may attend meetings of the board;

(2 ) Fix the compensation of the president of the university, all heads of 

departments, professors, teachers, instructors, and other officers;

(3) confer such appropriate degrees as it may determine and prescribe;

(4) have the care, control, and management of

(A) all the real and personal property of the university; and

(B) land

(11 conveyed to the Board of Regents by the

commissioner of natural resources in the settlement of the claim of the

WORK DRAFT WORK DRAFT 0-LS1664VB

CSSB 340( ) -2 -
Ngw Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT

University of Alaska to land granted to the state in accordance with the 

Act of March 4, 1915 (38 Stat. 1214), as amended* and in accordance 

with the Act of January 21, 1929 (45 Stat. 1091), as amended; and

(ii) selected by the University of Alaska and conveyed 

to it bv the commissioner of natural resources under AS 14.40.365. 

except as provided in AS 14.40.368(2);

(5) keep a correct and easily understood record of the minutes of eveiy 

meeting and all acts done by it in pursuance of its duties;

(6 ) under procedures to be established by the commissioner of 

administration, and in accordance with existing procedures for other state agencies, 

have the care, control, and management of all money of the university and keep a 

complete record of all money received and disbursed;

(7) adopt reasonable rules for the prudent trust management and the 

long-term financial benefit to the university of the land of the university;

(8 ) provide public notice of sales, leases, exchanges, and transfers of 

the land of the university or of interests in land of the university;

(9) report each year within the first 10 days of the convening of a 

regular session of the legislature on the expenditures made during the preceding fiscal 

year from the funds of the University of Alaska that are derived from sales, leases, 

exchanges, or transfers of the land of the university or of interests in land of the 

university

(A) that were conveyed to the University of Alaska in 

settlement of the claim of the University of Alaska to land granted to the state 

in accordance with the Act of March 4, 1915 (38 Stat. 1214), as amended, and 

in accordance with the Act of January 21, 1929 (45 Stat. 1091), as amended^ 

and

(B) that were selected bv and conveyed to the University of 

Alaska under AS 14.40.365.

* Sec. 4. AS 14.40.291 is amended to read:

Sec. 14.40.291. Land of the University of Alaska not public domain land.

(a) Notwithstanding any other provision of law, university-grant land, state

0-LSI664\B
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replacement land that becomes university-grant land on conveyance to the university, 

land selected bv and conveyed to the University of Alaska under AS 14.40.365. and 

any other land owned by the University of Alaska is not and may not be treated as 

state public domain land. Land conveyed to the University of Alaska under 

AS 14.40.365 shall he managed under AS 14.40.365 - 14.40.369 and policies of the

WORK DRAFT 0-LSI664U3

Board of Regents of the University.

(b) Title to or interest m [TO] land described in fa) of this section may not 

be acquired by adverse possession, prescription, or in any other manner except by 

conveyance from the university.

fc) The land described in fa) of this section is subject to condemnation for 

public purpose in accordance with law.

* Sec. 5. AS 14.40 is amended by adding new sections to read:

Sec. 14.40.365. University land from statehood act land selection 

conveyances, (a) The University of Alaska mav select and, except as provided in (m) 

of this section, is entitled to receive the conveyance of 250,000 ac es of land conveyed 

to the state under Sec. 6 (b) of the Alaska Statehood Act (P.L. 85-508, 72 Stat. 339). 

The Board of Regents of the University of Alaska and the commissioner of natural 

resources shall periodically and jointly submit to the legislature, within 30 days of the 

beginning of a regular legislative session, a list of land proposed to be conveyed by 

the state to the University of Alaska under this section. Each list must contain not less 

than 25,000 acres of land or the remaining entitlement under this subsection, whichever 

is less. The legislature may by law approve or disapprove the list. A list submitted

shall be considered approved for conveyance to the University of Alaska if the

legislature neither approves nor disapproves the list during the legislative session 

during which the list was submitted. Land may be included in the list only if it, on 

the date of its selection by the university,

fl)  has not been conveyed by the state;

(2 ) has not been reserved by law from the public domain;

(3) is not land

(A) included in a five-year proposed oil and gas leasing 

program under AS 38.05.180(b); or

CSSB 340( ) -4-
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(B) leased under, or for which a lease application is pending 

under, AS 38.05.180(d) or 38.05.150;

(4) is not subject to a possessory interest or encumbrance other than

(A) a lease that is not an oil or gas lease or a coal lease;

(B) a timber contract;

(C) a mining claim, a prospecting site, or a prospecting permit 

on tide or submerged land;

(D) a sale of materials under AS 38.05.110 - 38.05.123;

(E) a land use permit or right-of-way issued by the Department 

of Natural Resources under AS 38.05;

(5) is not necessary to carry out the purpose of an interagency land 

management agreement; or

(6 ) is not subject to conveyance under a land exchange or land 

settlement agreement.

(b) Notwithstanding AS 38.05.125(a), the transfer of ownership and 

management of land from the Department of Natural Resources to the Board of 

Regents of the University of Alaska under this section includes the interest of the state 

in

( 1) the coal, ores, minerals, fissionable materials, geothermal resources, 

and fossils that may be in or on the land; and

(2 ) the oil and gas that may be in or on the land, but only as to land 

that is selected by the University of Alaska under this section on and after the date that 

is the fifth anniversary of the effective date of this section.

(c) When the University of Alaska selects the land to which it is entitled under 

this section,

(1) selections must be made in parcels of 40 acres or larger unless the 

commissioner of natural resources finds it is in the best interest of the state to convey 

less; and

(2 ) unless the commissioner of natural resources determines under (e) 

of this section that the land should not be included on the list of land submitted to the 

legislature under (a) of this section, the commissioner of natural resources shall, upon

-5- CSSB 340( )
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approval of the list submitted to the legislature or upon failure of the legislature during 

the legislative session following submission of the list to disapprove the list, convey, 

subject to divestiture under (m) of this section, a document of interim conveyance 

under (j) of this section or a patent to land.

(d) Notwithstanding any other provision of law, on land selected by but not 

yet patented to the University of Alaska or for which a document of interim 

conveyance has not been issued to the University of Alaska under this section,

( 1) the state is authorized to enter into contracts and grant leases, 

licenses, prospecting sites, claims, permits, rights-of-way, or easements and any interim 

conveyance or patent shall be subject to the contract, lease, license, prospecting site, 

claim, permit, right-of-way, or easement, except that the authority granted the state by 

this subsection

(A) is the authority that the state otherwise would have had 

under existing laws and regulations had the land not been selected by the 

University of Alaska; and

(B) may be exercised only if the University of Alaska has 

concurred before the action is taken by the state;

(2) 90 percent of the proceeds derived from contracts, leases, licenses, 

prospecting sites, claims, permits, rights-of-way, or easements, or from trespasses, 

originating after the date of selection by the University of Alaska shall be held by the 

state until the land has been conveyed by the patent or by a document of interim 

conveyance; upon the issuance of a document of interim conveyance or a patent, the 

state shall pay to the University of Alaska the proceeds allocable to the land that were 

derived from the contracts, leases, licenses, prospecting sites, claims, permits, rights-of- 

way, or easements, or from trespasses, and, subsequent to the issuance of a document 

of interim conveyance or a patent, the University of Alaska shall receive 100 percent 

of the proceeds derived from the contracts, leases, licenses, prospecting sites, claims, 

permits, rights-of-way, or easements, or from trespasses;

(3) subject to AS 14.40.368, responsibility for management of contracts, 

leases, licenses, prospecting sites, claims, permits, rights-of-way, or easements vests 

with the University of Alaska upon issuance of a patent or a document of interim
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(e) The commissioner of natural resources may not include on a list of land 

submitted to the legislature under (a) of this section a land selection made by the 

University of Alaska under this section if the commissioner determines that the 

proposed selection

(1) includes land for which, at the time of its selection under this

section,

(A) a municipality has made a selection under AS 29.65 unless 

the land selection is, at a later date, rejected by the commissioner of natural 

resources or relinquished by the municipality; or

(B) the commissioner reasonably believes the land may be 

selected by a municipality under AS 29.65, but the commissioner may not 

withhold under this subparagraph the conveyance of title to land selected by the

university longer than three years after the date of the municipality’s

incorporation;

(2 ) includes land that, at the time of its selection under this section,

(A) is subject to an oil and gas exploration license; or

(B) the commissioner reasonably believes will be made part of 

an oil and gas exploration license issued under AS 38.05.131 - 3S.05.134; the 

commissioner may not refuse to convey title to land to the University of Alaska 

under this subparagraph for more than three years after its first selection by the 

University of Alaska;

(3) is not in the best interests of the state.

(f) When land is conveyed to the University of Alaska under this section, the 

University of Alaska takes the land subject to any possessory interest held by another 

person on the effective date of the conveyance. Except as provided in

AS 14.40.368(1), the University of Alaska is entitled to receive the consideration due

under that interest for the duration of the interest.

(g) In conveying land to the University of Alaska under this section, the 

commissioner of natural resources shall give public notice that substantially complies 

with notice requirements under AS 38.05.945(b) and (c) and provide for access under
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AS 38.05.127, but other provisions of AS 38.04 and AS 38.05 do not apply.

(h) Land transferred or conveyed to the University of Alaska under this section

( 1) is subject to

(A) Sec. 6 (i) of the Alaska Statehood Act (P.L. 85-508, 72 Stat.

339);

(B) art. IX of the state constitution;

(C) AS 19.10.010;

(D) the payment requirements to the Alaska permanent fund 

under AS 37.13.010(a) and (b); and

(E) the rights of the state under former 43 U.S.C. 932 (sec. 8 , 

Act of July 26, 1866, 14 Stat. 253);

(2 ) excludes any interest transferred to the state by quitclaim deed dated 

June 30, 1959, under authority of the Alaska Omnibus Act, P.L. 86-70, 73 Stat. 141;

(3) based on a land selection filed by the University of Alaska on or 

after the effective date of this section and until the day before the day that is the fifth 

anniversary of the effective date of this section, is subject to reservation by the state 

in perpetuity of all oil and gas that may be in or on the land, together with the right 

to explore the land for oil and gas and to remove from the land all oil and gas located 

in and on it.

(i) The University of Alaska shall bear all costs of selection, platting, 

surveying, and, except as provided in (k) of this section, conveyance of the land that 

it selects under this section and, subject to appropriation, shall reimburse the 

Department of Natural Resources for the reasonable costs incurred by that department 

relating to that selection, platting, surveying, and conveyance. As to land due the 

University of Alaska under (c) of this section,

( 1) if the land has been surveyed, the boundaries of the land conveyed 

must conform to the public land subdivisions established by the approved survey;

(2 ) if the land is unsurveyed, the commissioner shall survey the exterior 

boundaries of the land to be conveyed without interior subdivision and shall issue 

patent in terms of the exterior boundary survey within one year of the later of the 

effective date of the approval by the legislature of the list containing the land or the
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adjournment of the legislative session during which the list containing the land was not 

disapproved by the legislature.

(j) For land due the University of Alaska under (c) of this section that is 

unsurveyed, pending the survey of exterior boundaries and issuance of patent, the 

commissioner of natural resources shall, within one year of the later of the effective 

date of the approval by the legislature of the list containing the land or the 

adjournment of the legislative session during which the list containing the land was not 

disapproved by the legislature, prepare and provide to the University of Alaska a 

document of interim conveyance for the land to be conveyed.

(k) Except as provided in AS 14.40.368(2), management of land conveyed to 

the University of Alaska by patent or by a document of interim conveyance vests with 

the University of Alaska from the date of recording of the patent or document of 

interim conveyance. The state shall pay the cost of recording all patents and 

documents of interim conveyance.

(1) The University of Alaska may not make a land selection under this section 

after December 31, 2012.

(m) When the commissioner of natural resources issues a document of interim 

conveyance under (j) of this section or a patent for land selected and held by the 

University of Alaska, the commissioner of natural resources shall retain the right to 

reenter the land conveyed and recover title to it. The commissioner of natural 

resources shall reenter and recover title

( 1) if, on the 1 0 th anniversary of the execution of the conveyance, the 

commissioner finds that the University of Alaska is not actively managing the land to 

provide income for the support of its education programs; however, if, at any time 

during the 10-year period, litigation, including any appeal, has prevented the University 

of Alaska from actively managing the land to provide income, the date on which the 

commissioner of natural resources shall make the finding required by this paragraph 

is extended by a period equal to the period attributable to the litigation during which 

the University of Alaska was prevented from actively managing the land to provide 

income; for purposes of this paragraph, "actively managing the land to provide 

income" means that the University of Alaska is deriving revenue from the land
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selection or has in place a development program to derive income from the land 

selection; or

(2) if, before January I, 2013, any land selected and conveyed to the 

University of Alaska under this section is conveyed, except in an acre-for-acre land 

exchange, directly by the University of Alaska or indirectly by third parties, to the 

United States; the reentry and recovery of title under this paragraph terminates the 

university’s title or ownership interest in all land conveyed to it under this section and, 

after the reentry and recovery of title, the University of Alaska may not make any 

other land selections under this section.

Sec. 14.40.366. M anagement and disposition of university land, (a) The 

Board of Regents shall, by policy, establish procedures for mineral entry or location 

and mineral leasing on university land selections made under AS 14.40.365 that are 

substantially similar to mineral entry, location, and leasing procedures for state land 

under AS 38.05.185 - 38.05.275.

(b) Notwithstanding other provisions of law, the University of Alaska shall 

seek public comment on proposals for development, exchange, or sale of university 

selections made under AS 14.40.365. The Board of Regents shall adopt policies that 

provide that the university shall prepare an annual plan for management and 

disposition of university land under this section and shall, not less than 60 days before 

scheduled approval by the Board of Regents of the plan,

( 1) make copies of the plan available at all legislative information 

offices and at other locations as the university may designate;

(2 ) publish a notice in newspapers of general circulation in the state 

that provides the public with information on the locations where the plan is available 

for public inspection;

(3) give notice to all legislators and to local governments with 

jurisdiction over the land affected by the proposal; and

(4) seek public comment on the annual plan before action by the Board 

of Regents approving the plan.

(c) Subject to appropriation of the income, the Board of Regents shall use at 

least 2 0  percent of the income derived from the management of university land
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selections made under AS 14.40.365 for the campus of the university that is located 

closest to the land from which the income is derived.

Sec. 14.40.368. Management and disposition of income from  existing 

encum brances. For the land selected by and conveyed to the University of Alaska 

under AS 14.40.365 that is subject to a lease, contract, prospecting site, claim, sale, 

permit, or right-of-way identified in AS 14.40.365(a)(4)

( 1) the state is entitled to receive the income obtained from the lease, 

contract, prospecting site, claim, sale, permit, or right-of-way for the duration of the 

term of the lease, contract, prospecting site, claim, sale, permit, or right-of-way, and 

during any renewal of it that is authorized by the lease, contract, prospecting site, 

claim, sale, permit, or right-of-way, or by law;

(2 ) the responsibility for the management of the land vests with the 

University of Alaska only upon conclusion of the term of the lease, contract, 

prospecting site, claim, sale, permit, or right-of-way, and any renewal authorized by 

the lease, contract, prospecting site, claim, sale, permit, or right-of-way, or by law.

Sec. 14.40.369. Customary and traditional uses to be continued. When land 

selected by the University of Alaska under AS 14.40.365 has been conveyed to it, 

before conveying or disposing of an interest in land to a thiid party, the University of 

Alaska shall manage the land in a manner that permits customary and traditional uses 

of the resources of that land to the maximum extent practicable.

* Sec. 6 . AS 14.40.400(a) is amended to read:

(a) The Board of Regents shall establish a separate endowment trust fund in 

which shall be held in trust in perpetuity all

(1) [ALL] net income derived from the sale or lease of the land granted 

under the Act of Congress approved January 21, 1929, as amended; [AND]

(2 ) net income derived from the sale, lease, or management of the 

land selected bv and conveyed to the University of Alaska under AS 14.40.365: 

and

(3) [ALL] monetary gifts, bequests, or endowments made to the 

University of Alaska for the purpose of the fund.

* Sec. 7. AS 29.45.030(a) is amended to read:
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(a) The following property is exempt from general taxation:

( 1) municipal property, including property held by a public corporation 

of a municipality, [OR] state property, property of the University of Alaska, or land 

that is in the trust established by the Alaska Mental Health Enabling Act of 1956, P.L. 

84-830, 70 Stat. 709, except that

(A) a private leasehold, contract, or other interest in the 

property is taxable to the extent of the interest;

(B) notwithstanding any other provision of law, property

acquired by an agency, corporation, or other entity of the state through

foreclosure or deed in lieu of foreclosure and retained as an investment of a 

state entity is taxable; this subparagraph does not apply to federal land granted 

to the University of Alaska under AS 14.40.380 or 14.40.390, [OR] to other 

land granted to the university by the state to replace land that had been granted 

under AS 14.40.380 or 14.40.390. or to land conveyed bv the state to the 

university under AS 14.40.365:

(C) an ownership interest of a municipality in real property

located outside the municipality acquired after December 31, 1990, is taxable

by another municipality; however, a borough may not tax an interest in real 

property located in the borough and owned by a city in that borough;

(2 ) household furniture and personal effects of members of a

household;

(3) property used exclusively for nonprofit religious, charitable, 

cemetery, hospital, or educational purposes;

(4) property of a nonbusiness organization composed entirely of persons 

with 90 days or more of active service in the armed forces of the United States whose 

conditions of service and separation were other than dishonorable, or the property of 

an auxiliary of that organization;

(5) money on deposit;

(6 ) the real property of certain residents of the state to the extent and 

subject to the conditions provided in (e) of this section;

(7) real property or an interest in real property that is exempt from
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taxation under 43 U.S.C. 1620(d), as amended;

(8 ) property of a political subdivision, agency, corporation, or other 

entity of the United States to the extent required by federal law; except that a private 

leasehold, contract, or other interest in the property is taxable to the extent of that 

interest;

(9) natural resources in place including coal, ore bodies, mineral 

deposits, and other proven and unproven deposits of valuable materials laid down by 

natural processes, unharvested aquatic plants and animals, and timber.
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L E G A L  S E R V I C E S

(907) 465-3867 or 465-2450
FAX (907) 465-2029
Mail Stop 3101

D IV IS IO N  O F  L E G A L  A N D  R E S E A R C H  S E R V IC E S  
L E G IS L A T IV E  A F F A IR S  A G E N C Y  

S T A T E  O F  A L A S K A
130 Seward Street. Suite 409
Juneau, Alaska 99801-2105

M E M O R A N D U M March 26, 1998

SUBJECT: Sectional summary (SB 340)

TO: Senator Robin Taylor, Chair 
Senate Judiciary Committee 
Attn: Ralph Bennett

FROM: Tamara Brandt Cook 
Director /

s p y

Sec. 1. Findings and purpose, including that the University of Alaska should own income 
producing land to provide income for the support of public higher education.

Sec. 2. Legislative intent that the University encourage the development of in-state value- 
added industries when developing the land conveyed to it.

Sec. 3. Technical amendment to add the land conveyed under this bill to the provision 
granting the Board of Regents the care, control, and management o f other Unive. ity land.

Sec. 4. Technical amendment to account for the land conveyed under this bill.

Sec. 5. Adds new section dealing with new land selections.

Sec. 14.40.365. Allows the University to select 250,000 acres of state land. A list 
of land proposed to be conveyed by the state shall be periodically subniitL J to the legislature 
and the legislature may approve or disapprove the list. Sets out requirements for the land 
that may be selected. The transfer of ownership of the land to the University includes the 
interest of the state in minerals and to oil and gas, but only as to land that is selected at least 
5 years after the effective date of the bill. Describes the power of the state to manage the 
land selected but not yet conveyed. Lists types of land that may not be conveyed, including 
land the conveyance of which is determined by the Commissioner of Natural Resources not 
to be in the best interest o f the state. The University bears costs of selection, platting, 
surveying, and conveying the land, except the state pays the cost of recording patents and 
documents of interim conveyance. The University must make all selections by December 
31, 2012. Land reverts to the state if on the 10th anniversary of the conveyance the 
commissioner finds that the University is not actively managing the land to provide income.

Sec. 14.40.366. The Board of Regents must establish procedures for mineral leasing 
on the conveyed land that are substantially similar to state procedures. The board must



prepare an annual plan for the management o fthe  land and seek public comment on the plan. 
At least 20 percent o f  the income derived from the m anagem ent o f  selected land must be 
used at the campus that is closest to the land from which the income was derived.

Sec. 14.40.368. Fur land conveyed that is subject to certain types of agreements 
(leases, claims, permits, etc.), the state is entitled to receive the income, and the management 
o f the land is turned over to the University only after the term of the agreement expires.

Sec. 14.40.369. Before conveying or disposing o f an interest in selected land the 
University is required to manage the land in a manner that permits customary and traditional 
uses o f  resouices to the m aximum extent practicable.

Sec. 6. Includes income derived from the management o f  selected land in the endowment 
trust fund.

Sec. 7. Exempts from municipal taxation property o f the University.

Senator Robin Taylor
March 26, 1998
Page 2
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ALASKA MINERS ASSOCIATION, INC.
3305 Arctic *202, Anchorage. Am>ka 99503 FAX. (007) 563-0225 T0l»phonc. (907) 503-9229

Honorable Rick Halford 
Chairman, Senate Resources 
Capitol Building 
Juneau. AK 99801

RE: Senate Bill 340, University Lands 

Dear Senator I la)ford.

Thank you for the opportunity to comment on Senate Bill 340 which proposes that the 
University of Alaska be allowed to select 250,000 acres of State lond as a match to the same 
amount ofland being obtained from the federal government

The Alaska Miners Association has been involved in this issue for many years. SB-340 
addresses most of the concerns that wc have had with past proposals of this type. Our concerns 
fall into four general categories First, any UA selections must exclude any existing mining 
claims, upland leases, etc Second, the selection process must be defined in a way that minimizes 
ovcr-sclcctions so it cannot be used to tic up large areas ofland that will never actually become 
property of the University. Third, the process must be clear and straight forward to insure that 
future problems arc not created. Fourth, the effective date for start of the sctcciion process 
should not commence until an Act of CongTess is passed and becomes law giving the University 
the right to select from the federal lands.

Even though most of our concerns have been addressed in SB-340, there arc some changes that 
we feel arc needed. 1 believe the sponsor’s intent is to exclude any encumbered lands such as 
existing mining claims, leases, etc. but the list in See.5. under AS 14.40.365(a)(4)(C) should be 
expanded as follows:

(C) a mining claim, a prospecting site, an upland im'ninu lease, a prospecting permit on 
tide or submerged land, a lease on tide or submerged land, or a coal lease.

Also, if land wi.h such ccumbrances is not available for selection, the new See 14.40.368 is not 
needed 1 0 . the lands with encumbrances cannot be selected, therefore there is no need for 
addressing the situation where there are revenues from such lands that may be transferred lo the 
University.

Regarding the effective date - the effective date to begin selecting State-owned land should be 
contingent upon passage of an act in the Congress allowing selection of ot least 250,000 acres
and T. A. o f that land lo the University This w ill provide an incentive and support to help gel

April 24. 1998



the act through Congress. This will also help ensure that the focus on obtaining the federal land 
is maintained by the University and us supporters or the University. It will also allow the 
University to wait on the selection process until all the pieces ?rc in place and it can gear up For 
the work without doing it piecemeal.

The mining industry is a very strong supporter o f the University o f  Alaska and is especially 
supportive o f  the University obtaining 250,000 acres from the federal government that can 
provide income for the University.

Si pee rely

Steven C. Bore!!, P.E. 
Executive Director

cc- Senator Robin Taylor 
Wendy Redman



A LA SK A  CEN TER  f o r  t h e  EN V IR O N M EN T
519.We.st 8th  Avenue,• Suite 20.1 - Anchorage, Alaska 99501 
(907) 274-3621 • fax: 274-8733

' April 29, 1998 .

Senate Resources-Committee 
. Alaska State Legislature i 1 • ‘/
•• State Capitol (MS 3100) | . *. ' "

Juneau, AK 99801-118 2  I
v  ' • • ’
Re: SB-340 '• . / •  ' • * • ' ’ :
' • j . v. ' :  . ■

Dear Corrunittee Members: . . . . ' *

I apologize for the briefness of this letter, and for relying on a position paper which was. 
prepared in response to an earlier university land grant bill,' SB'250, and not the current 
one, SB 340 (SB 340 would dispose o f250,000, not 350,000 acres). We believe,. 
however, that most if not Ml ofthe points in the enclosed paper are still directly relevant to 
the current legislation, and we; wanted to get something to you before this afternoon's 
hearing, . , • •

We recommend that you rlotpass this bill out of committee. Both the university and the 
public would be better served, and there would be far fewer, conflicts iii the ftiture, if  the 
university were provided adequate funding through annual appropriations—which coi ’Id 
perhaps be generated in part through the use in some fashion ofthe Permanent Fund* as 
we believe Senator Stevens has suggested.

Titanic you for considering our concerns. •
• ' . v» , • * •

Sincerely, ' '  .. j . . . ' • • ■ ■ , : • • • - . ■

Cliff Eames 
Issues Director

p rin te d  orj 1 0 0 %  post-c onw iiie r-to a itt recyc led p a p e r
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-use planning that' resulted in decisions to.retain, most;lands for fish and wildlife habitat, public .

• ”''l-Tfrtehfinn.im d a hnst̂ ■ of other n’urnose'sLihdiitlinn’dfivcIonihcntV'' • • >'-. recf^fion M'd a 1

'; -*t. Tlie lands; will, no longer be managed for inultipie public uses, such its. fishing, hunting, and. .. ,
otherprublic':recreation, andfoe-prOtecti.dnoffish and.wildlife'habitat,--wafer qu;ility„and'scenic beauty .

. (as well, as for-djrect revenue generating purposes), but fof revenue generation only—which will 
; generally be.incompatible with thi

• •'• fis lting .: r . ; ' X  ' \ , :

. i . , p rin ted j i i  1C 0% ptst<oiisum tr-w jstc (ce.yilc4paper - . • (.

’ '■ ' ' ‘ '* ~'1 - .v - i i  -s' . . f '. ’ , • .



,r* Political opposition is substantial, and will only increase as lands to be transferred are actually 
identified on the ground. Attempts to compensate the mental health lands trust with large amounts of 
public land (some sort of reasonable compensation was mandated by the court in that instance; the 
university land dispute has already been settled) generated opposition, both in and out of court, not 
only from conservationists but also from sport and commercial fishers, hunters, other recreationists, 
subsistence users, recreational cabin owners, local residents, lodge owners, air taxi operators, tiro 
Anchorage Hotcl/Motcl Association, the oil and coal industries, the Alaska Miners Association, and 
the Resource Development Council (as well as mental health advocates who recognized that managing 
land was likely to create more headaches than revenue, and that in any case any revenue that might be
generated would almost certainly result in an equal reduction in ineir General Fund support).» *

** Access to public lands traditionally used for fishing, hunting, trapping and many other 
recreational purposes will be lost or restricted after their transfer.

** Development on public lands transferred to the university will conflict with existing uses of 
private lands by neighboring landowners.

4/10/96
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(in accordance with Uniform Rule 23) IN TO OFFICE: _

Resources Committee considered SENATE BILL NO. 341 

"An Act relating to agricultural land; and providing for an effective date.”

and recommends:

[ ] be replaced with 

[ ] adopt previous

CS

CS

[ ] attached amendment(s)

[ ] adopt Letter of Intent by _ 

[ ] further referral to the___

Committee 

, Committee

Senate Bill:
[ ] same title 

J  [ ] new title
House Bill:

J  [ ] same title 
[ ] technical title 
[ ] new: SCR*___
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STATE OF ALASKA 
1998 LEGISLATIVE SESSION
Revision Date: 12-Mar-98
Title:

FISCAL NOTE
BILL NO. SB341

Sponsor:
Requestor:

An Act relating to agricultural land: and
providing for an effective date._______
Senate State Affairs Committee______
Senate Resources

Dept Affected: Natural Resources 
BRU: Agricultural Development
Component: Agricultural Development

Expenditures/Revenues

Component Serial No. 

(Thousands of Dollars)

#455

OPERATING EXPENDITURES FY99 FY00 FY01 FY02 FY03 FY04
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL. OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES (tundeodo) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1 U02 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY98) cost: S none

POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 | 0 0 0
TEMPORARY 0 0 0 | 0 0 0

ANALYSIS: ( A t t a c h  a  s e p a r a t e  p a g e  i f  n e c e s s a r y )

There is no fiscal impact associated with implementation of this legislation.

_______________________________________ c______  /___________
Prepared by: Robert Wells. Director Phone:

 _7 -------------------r»_._ .
745-7200

AgricultureDivision:
Approved by Commissioner

Agency:

Date: 12-Mar-98

. .. ' r / ^   Da,e:Ndtuf^fResourceg^^ / /  (/  C/
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ALASKA STATE LEGISLATURE

Interim. Session.
600 East Railroad Avenue Stale Capitol
Wasilla. Alaska 99654 |une.lll, Alaska 99801-J 182
(907) 376-3370 (907) 465-6600
(907) 376-3157 Fa\ Fax (907) 165-3805

S E N A T O R  LYD A  G R E E N
SENATE D IST R IC T  N

S p on so r S tatem ent 

Senate B i l l 341

“An Act relating to agricultural land; and providing for an effective date.”

Senate Bill 341 will correct a technical error in the legal descriptions of Section 14(b), Ch 
20, SLA 1997 passed in SB 109, last session.

The Matanuska-Susitna Borough acquired Tract 30 by patent from the State of Alaska 
under the Municipal Entitlement Act. The borough then classified the land as agriculture 
and then sold the agricultural rights of Tract 30 to a farmer in May, 1981. The Borough 
retained ownership of the development rights. The Alaska Revolving Loan Fund later 
acquired the agricultural rights in Tract 30 by foreclosure of its lien which the farmer had 
secured with the agricultural rights. The Borough still retains the development rights 
provided for under borough code.

Tract 30 is the only parcel designated in SB 109 that has a split title and borough 
agricultural rights. Passage of SB 341 will delete reference to Tract 30 in SB 109 and it 
will allow unclouded development rights for the Borough and will pennit the sale of the 
agricultural rights by the Alaska Revolving Loan Fund to be finalized.

Senate Bill 341 is supported by the Department of Natural Resources, Division of 
Agriculture and the Matanuska-Susitna Borough.
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L E G A L  S E R V I C E S

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street. Suite 409 
Juneau, Alaska 99801-2105

M E M O R A  N D U M March 13, 1998

SUBJECT:

TO:

FROM:

Sectional Summary of SB 341. (20-LS1679\A)

Senator Lyda Green 
Attn: Janey Wineinger

Gerald P. Luckhaupt^fc 
Legislative Counsel

You have requested a sectional summary of the above-described bill. As a preliminary 
matter, please note that a sectional summary of a bill should not be considered an 
authoritative interpretation ofthe bill - the bill itself is the best statement of its contents.

McKenzie.
amends § 14(b), Ch. 14, SLA 1997. relating to agricultural land at Point

liil provides an immediate effective date.

GPL:jdr 
9S-162-jdr



MAR 1 8 1998

March 1 1 , 1  9 98

State of Alaska Legislature 
Senate State A ffa irs C om m ittee

The Honorable Lyda Green, Chair 
The Honorable Jerry W ard, Vice-Chair 
The Honorable Jerry Mackie, mem ber 
The Honorable Mike Miller, mem ber 
The Honorable Jim  Duncan, mem ber

RE: The Tw entie th  Legislature - Second Session
Senate Bill 341 - An act relating to agricultural land

Dear Senators:

The M atanuska-Susitna Borough requests your support and passage of Senate Bill 341 now 
before you. This bill w ill correct a technical error in the legal descriptions of Section 14(b), 
Ch 20, SLA 1997  passed in Senate Bill 109  last session by deleting Tract 30 . Tract 3 0  of 
ASLS 80 -1 1 1  was included in the enum erated provision how ever, the condition of title  for 
Tract 30  is very d ifferent from  the other T racts in ASLS 8 0 -1 1 1  righ tfu lly  included in the bill.

The M atanuska-Susitna Borough acquired Tract 3 0  by patent from  the State of Alaska under 
the Municipal Entitlem ent A c t. The borough then classified the land as agriculture (based on 
borough code) and then sold the agricultural rights o f T ract 30  to a farm er in May, 1 9 8 1 . The 
borough retained ownership of the developm ent rights (as defined in borough code not state 
law). The Alaska Revolving Loan Fund (ARLF) later acquired the agricultural rights in T ract 30 
by foreclosure o f its lien(s) w h ich  the farm er had secured w ith  the agricultural rights.

While the borough lost its ability to recover the agricultural rights, it still retains the 
developm ent rights provided for under borough code, and has active ly enforced the rights 
when needed during the agricultural developm ent of this property.

It is im portant from an adm inistrative and legal v iew p o in t that Tract 30  be deleted so the 
authority for the "developm ent rights" is clearly retained by the borough and not clouded.

Your consideration o f this m atte r is g n a t ly  appreciated.

Sincerely,

Michael J. Scott 
Borough Manager
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I
DEPARTM ENT O F NATURAL RESOURCES

D I V I S I O N  O F  A G R I C U L T U R E

I
Majrch 18, 1998

CBNTRAL OPPICB 
1800 OLENN MIOHWAY, STB 12 
PALMER, ALASKA 99645 
PHONE: (907)745-7200 
PAX: (907)745-7112

PUNT MATERIALS CENTER 
HC02 BOX 7440 
PALMER, AUSKA 99645-9700 
PHONO: (907) 745-4469 
PAX: (907)746-1568

NORTHBRN RBOiON OFFICE 
3700 AIRPORT WAY 
FAIRBANKS, AUSKA 99709469 
PHONE: (907)451-2710 
FAX: (907)451-2751

TONY KNOWLES, GOVERN

The Honorable Lyda Green, Chair 
Senate State Affairs Committee 
State Capitol, Room 125 
Juneau, AK 99801-1182

RE: Senate Bill 341 • Ail act relating to agricultural land

De^r Senator Green:
i t t

Th$ Division of Agriculture would like to voice support for SB 341, currently before your 
committee. Tract 30, ASLS 80-111 was inadvertently included in SB 109 last session, 
and the proposed technical amendment to remove the parcel will 6olve the title problem 
forjboth the Mat-Su Borough and ARLF.

Thi Borough received patent from the State of Alaska to Tract 30 under the Municipal 
Entitlement Act in 1981. The Borough contributed this parcel to the Pt. MacKenzie 
Agricultural Project Sate held in 1981, and provided financing as well. The Borough 
recorded Conditions & Restrictions on this parcel restricting use to agricultural only, as 
denned by the borough. All “Non-Agriculhiral Surface Estate Interests" were retained by 
the'Mat-Su Borough.

AI^LF financed the development of Tract 30 and the loans were partially secured by a 
Depd of Trust on the property. The Borough subsequently subordinated its position to 
ARLF. In December, 1991, ARLF received a Trustee’s Deed to the (borough) 
Agricultural Rights through Non-Judicial Foreclosure.

After considerable research and meetings held with the Land Management Division of the 
Bo ough, the Attorney General’s Office and ARLF staff, it was determined that Tract 30 
is tpc only parcel designated in SB 109 that has split title and borough agricultural rights.

< $) pi»'lod cxi iM-.yClprt twi/v-i
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Sot
Man

. Lyda Green 
ch 18,1998

2Page
I

Thi Division certainly supports SB 341 which deletes reference to Tract 30 in SB 109. It 
will allow unclouded development rights for the Mat-Su Borough and will pennit the sale 
ofthe agricultural rights by ARLF to be finalized.

/dlfi

cc: Sen. Riok Halford
Sen. Loren Leman 
Sen. Bert Sharp 
Sen. Robin Taylor 
Sen. John Torgerson 
Sen. Georgianna Lincoln 
Michael J. Scott, Mat-Su Borough Manager
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MATANUSKA-SUSITNA BOROUGH
350 Ea*t Dahlia Avenuo, Palmer, Alaska 95645 -6488  

LAND MANAGEMENT DIVISION
PHONE: {907} 745-4801 FAX: (907) 745 -9876

F e b r u a r y  17, 1998

Ms. J a n i e  Wineinger, L e g i s l a t i v e  A i d e  V I A  F A X
O f f i c e  of S e n a t o r  L y d a  G r e e n
State C a p i t o l
Juneau, A K  9 9 8 0 1 - 1 1 8 2

RE: R e q u e s t  f o r  t e c h n i c a l  a m e n d m e n t
to c o r r e c t  legal d e s c r i p t i o n  
of a f f e c t e d  T r a c t s  in SB 109

D e a r  Ms. W i n e i n g e r :

R e c e n t l y  the M a t a n u s k a - S u s i t n a  B o r o u g h  b e c a m e  a w a r e  that T r a c t  30 
of A S L S  8 0 - 1 1 1  w a s  i n c l u d e d  in a p r o v i s i o n  of SB 109 w h e n  it p a s s e d  
last session. T h e  M a t a n u s k a - S u s i t n a  B o r o u g h  is r e q u e s t i n g  a 
tech n i c a l  a m e n d m e n t  to d e l e t e  T r a c t  30 f r o m  t he l e g i s l a t i o n  f o r  the 
reasons w h i c h  follow. A  m a r k e d  u p  c o p y  of the l e g i s l a t i o n  is 
a t t a c h e d  w h i c h  i n d i c a t e s  the c h a n g e s  n e e d e d  o n  p a g e s  4 and 5.

The M a t a n u s k a - S u s i t n a  B o r o u g h  has r e t a i n e d  o w n e r s h i p  of the 
" d e v e lopment r i g h t s 11 (as d e f i n e d  in b o r o u g h  code) i n  this tract. 
The A l a s k a  R e v o l v i n g  L o a n  F u n d  (ARLF) a c q u i r e d  t h e  " a g r i c u l t u r a l  
rights" (which the b o r o u g h  s o l d  to K a r e n  L e e  in May, 1981) in th i s  
tract w h e n  A R L F  f o r e c l o s e d  its lien(s) w h i c h  L e e  h a d  s e c u r e d  w i t h  
the " a g r i c u l t u r a l  rights".

I h a v e  w o r k e d  w i t h  the P a l m e r  o f f i c e  o f  A R L F  to c o n t a c t  v a r i o u s  
i n d i v i d u a l s  w i t h i n  D i v i s i o n  of A g r i c u l t u r e ,  D e p a r t m e n t  of Natural 
R esources, and the A t t o r n e y  G e n e r a l ' s  o f f i c e  to s e e k  a s p eedy 
r e m e d y  to the situation. T h e  c o n c l u s i o n  r e a c h e d  is that a 
t e c h n i c a l  a m e n d m e n t  is the s o l u t i o n  n e eded.

Tne M a t a n u s k a - S u s i t n a  B o r o u g h  m a k e s  this r e q u e s t  f o r  a tech n i c a l  
a m e n d m e n t  as e a r l y  as possible. P l e a s e  call m e  at 9 0 7 - 7 4 5 - 9 8 6 4  if 
a d d i t i o n a l  i n f o r m a t i o n  is needed.

M. K e l l e y  
Real P r o p e r t y  A n a l y s t

E n c l o s u r e s  
cc: A R L F

B o r o u g h  M a n a g e r





S E N A T E  C O M M IT T E E  R F  O R T  
F i r s t  C o m m itte e  o f  R e f e r r a l

DATE: 3/12/98 FURTHER: Finance

Date of 5-Day Notice:,
(in accordance with Uniform Rule 23)

Resources Committee considered

DATE TURNED 
INTO OFFICE: r

SENATE BILL NO. 342

"An Act approving the sale of Prudhoe Bay Unit royalty oil by the State of Alaska to Mapco Alaska 
Petroleum, Inc.; and providing for an effective date." •«

and recommends:

] be replaced with 

] adopt previous

CS

CS

] attached amendment(s)

] adopt Letter of Intent by _ 

] further referral to the___

Seriate Bill:
[ ] same title 

.) [ ] new-.tj tie
House Bill:
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Committee

Committee
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1998 LEGISLATIVE SESSION Pub,ish Date:
Revision Date: _________________________________________ Dept Affected: Natural Resources_____________________
Title: MAPCO Royalty Oil Contract____________ ■ BRU: Resource Development________________
_________________________________________________________ Component: Oil & Gas Development________________
Sponsor Rules Committee___________________________ ____________________________________
Requestor Governor________________________________  Component Sorlal No. _________ 439__________

FISCAL NOTE No. /
STATE OF ALASKA Bill Version:

Expenditures/Revenues ______  (Thousands of Dollars)
OPERATING EXPENDITURES FY99 FY00 FY01 FY02 FY03 FY04
PERSONAL SERVICES t
TRAVEL ■ft
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES I
GRANTS, CLAIMS • . r
MISCELLANEOUS ** .
TOTAL OPERATING 0.0 0.0 ip .o 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 .  0.0 0.0 0.0

CHANGE IN REVENUES (funded.) 760.2| 1,533.0) 1,533.011 1,533.0| 772.8 0.0

FUND SOURCE (Thousands of Dollars)
1 U02 Federal Receipts
1003 GF Match
1004 GF
005 GF/Program Receipts

1037 GF/Mental Health
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FYS8) cost: $

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

ANALYSIS: ( A t t a c h  a  s e p a r a t a  p a g e  i f  n e c e s s a r y )

Sale of royalty oil to Mapco from Jan 1, 1998, when first barrel is paid for, to Dec 31, 2003, at 28,000 bbl/day.

Prepared by:

Agency:

Phone:
Division: \ 0  A  I !  )  f J /  Date :
approved by Commission

Date:

2 - Z 2
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Pnrrtod̂ tor9ai'4ePM For further distribution information call the Governor's Legislative Office Page i or 1



T o n y  K n o \v m :s
G O V ER N O R

S t a t e  o f  A l a s k a
O F F IC E  O F  T H E  G O V E R N O R

J u n e a u

March 10, 199S

P O . Box 110001 
Juneau . A laska 90811-0001 

(907) 465-3500 
Fax (907) 465-3532

T he H onorab le  M ike M ille r 
Senate P residen t 
A laska S tate  L eg isla tu re  
S tate C ap ito l 
Juneau , A K  99801-1182

J flM
Dear Presidê irMTller:

I am transmitting a bill that provides for legislative approval of a royalty oil contract between the 
state and Mapco Alaska Petroleum, Inc. for the sale of Prudhoe Bay Unit royalty oil. A copy of 
the resolution of the Alaska Royalty Oil and Gas Development Advisory Board, recommending 
approval of that contract in accordance with AS 38.06.040(a)(3) and 3S.06.050(a) and providing 
the report required by AS 38.06.070(c), is also being provided to the Legislature with this bill.

Under the contract, the state will receive a fair value for the royalty oil, while promoting in-state 
processing and petroleum product competition. Among the economic benefits to Alaska's citizens 
are competitive consumer prices for petroleum products, such as gasoline, diesel and jet fuels, and 
employment of Alaskans at Mapco's North Pole refinery.

Copies of the commissioner's preliminary finding and the draft contract have been sent to the 
legislature and made available to the public for review. The commissioner's final finding and the 
signed contract are attached.

I respect the Legislature's desire to have a direct voice in major disposals of royalty oil 
Therefore, although this and previous administrations have consistently taken the position the 
statutory requirement of legislative approval of royalty oil contracts is unconstitutional, as a 
matter of comity, 1 am introducing a bill approving and ratifying the contract. The contract is 
consistent with provisions requiring approval by the Legislature before it takes effect.

I urge your prompt consideration and passage of this bill

Governor

■



M A P C O  A L A SK A  P E T R O L E U M  Inc. P O S IT IO N  PA PE R

F IV E  Y E A R  R O Y A L T Y  O IL  C O N T R A C T  W IT H  ST A T E  O F  A L A SK A

M arch  24, 1998

MAPCO ALASKA PETROLEUM Inc. (MAPI) is seeking ratification of a new five year royalty 
oil contract from the Alaska State legislature. The contract was unanimously recommended for 
legislative approval by the Alaska Royalty Oil and Gas Development Advisory Board at their 
February 17, 1998, meeting. Approval of the contract is now before the legislature in the form of 
SB 329 and HB 469.

The contract has been signed by the Alaska Commissioner o f Natural Resources and the President 
of MAPI. The contract calls for the sale of approximately 28,000 barrels per day (bpd) of North 
Slope royalty crude to MAPI. The contract will be effective December 1, 1998, and calls for 
MAPI to pay the State Royalty-in-Value price for the royalty oil plus a $. 15 per barrel premium 
Over the five years o f the contract, the State could receive an additional $7,665 million in gross 
revenues over what they would receive from other Prudhoe Bay lessees for the royalty c l

The effective date o f December 1, 1998, coincides with the expiration of a current one year 
contract MAPI now has with the State for 13,000 bpd of royalty oil. The new contract will 
replace the volume in the one year contract and add the additional volume to provide feed-stock 
for the $70 million refinery expansion currently underway at MAPT The expansion will add a 
new third crude unit that should be ready to ship additional production by December 1, 1998.

The $70 million expansion project currently has 50 Alaska workers on site. Construction 
employment will peak at about 375 workers this summer. Over 30 Alaskan vendors and 
contractors will be working on the refinery expansion. Once completed, the new crude unit will 
produce an additional 14,000 bpd of jet fuel for Alaska’s growing air cargo and air passenger 
business. An additional 25 rail cars of jet fuel will be shipped daily on the Alaska Railroad from 
Fairbanks to Anchorage when the project is completed. Local properly tax payments by MAPI 
wili increase, revenues to GVEA will increase, and vendors and contractors will benefit from both 
the construction and the ongoing operation of the third crude unit. Also, 19 permanent new 
employees will be hired at the refinery and the Anchorage terminal to help operate the new crude 
unit and market the additional production.

MAPI has refining, marketing and retail activities throughout Alaska. MAPI employs 155 people 
in the refining and marketing business and about 300 workers a the 29 MAPCO Express retail 
.tores in Alaska. MAPI spent approximately $330 million with over 600 Alaskan vendors and 
contractors in 1997. In addition, MAPI provided approximately $500,000 in funding to 
educational institutions, non profit organizations and for event sponsorships in 1997. MAPI has 
its refining headquarters at North Pole near Fairbanks and it marketing headquarters in 
Anchorage.

For more information contact Jeff Cook at (907) 488-5104
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I. S u m m a ry

The commissioner of the Department of Natural Resources, on behalf of the state of Alaska, 
proposes a five-year sale of approximately 28,000 barrels per day of the state’s royalty oil to 
MAPCO Alaska Petroleum Inc. (MAPCO). MAPCO operates a refiner)' in North Pole in the 
Fairbanks North Star Borough and is one of the state’s largest retailers of petroleum products. 
This document provides the final finding and determination required under AS 38.05.183 for the 
proposed sale.

The department distributed the preliminary finding and draft contract on January 30, 1998. The 
public comment period ended one month later on March 3, 1998. The department notified the 
public about the preliminary finding and draft contract and written comments were solicited by 
sending a notice of the sale or copies of the preliminary finding and draft contract to 2 0 0  

citizens, special interest groups, industry and government representatives, and the media. The 
department also advertised through display advertisements in newspapers throughout Alaska. 
At the close of the comment period, the department received three letters. The letters are 
included as Appendix C to this finding.

The mailing and advertisements also notified the public of a meeting of the Alaska Royalty Oil 
and Gas Development Advisory Board (Royalty Board) that was held on February 17, 1998 at 
which the proposed sale was discussed and public comment was solicited. Except for the 
representatives from MAPCO, there was no public testimony at the Royalty Board meeting. 
However, a letter from Hal Whitley, owner of Wet Willy’s Carwash in Fairbanks was faxed to 
the Royalty Board in the morning before the Royalty Board met. The Royalty Board considered 
Mr. Whitley’s comments. Subsequently, the Royalty Board unanimously supported the sale and 
adopted the Commissioner’s findings as its report to the legislature, and passed a resolution 
recommending approval of the sale by the legislature.

This is a final finding and final conclusions have been reached. The commissioner has 
determined that the proposed sale to MAPCO is in the state’s best interest. The final finding, a 
copy of the signed contract, and the recommendation from the Royalty Board will be forwarded 
to the Legislature under AS 38.06.055.

I I . B a c k g ro u n d

The state of Alaska receives a royalty of approximately 12.5 percent of the oil and gas produced 
from the Prudhoe Bay Unit. The state may take its share of oil production "in-kind or "in­
value." When the state takes its royalty share of the oil in-kind (RIK), it assumes ownership oi 
the oil, and the commissioner disposes of the oil through cither competitive or non-competitive 
sales. When oil is taken in-value (RIV), the state's lessees who produce the oil market the state’s 
share along with their own share of production. The lessees are obligated to pay the state the 
value of the state’s RIV share.
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Quantity

The state agreed to increase the percentage of royalty oil that MAPCO may purchase to assure 
MAPCO a relatively constant supply of RIK oil as production declines. Over the life of the 
contract the volume of RIK taken by MAPCO will remain fairly constant. This proposed 
contract will increase the percentage of PBU royalty oil that MAPCO now receives under the 
current one-year contract. MAPCO will purchase 27.0 percent of the state’s royalty share in 
1999 (about 28,000 barrels per day from the PBU). In the second, third, fourth and fifth years, 
MAPCO’s RIK purchase percentage will increase slightly to 28.5 percent. 30.0 percent, 32.0 
percent and 33.5 percent, respectively.

Tabie 1: RIK Percentages and Maximum Quantities

RIK Volume
Year RIK % (Bpd)

1998 27.0 28,350
1999 27.0 28,350

2 0 0 0 28.5 28,500
2 0 0 1 30.0 28,200
2 0 0 2 32.0 28,480
2003 33.5 28,475

When MAPCO’s current long-term RIK contract with the state is considered with the proposed 
contract, the actual volume taken by MAPCO will increase to approximately 56.7 percent of the 
state's royalty oil from the PBU.

The percentage of royalty oil designated in the contract for each year is called the "Maximum 
Quantity." If MAPCO takes less than the Maximum Quantity, it will be subject to a per-barrel 
reservation fee on each barrel less than the Maximum Quantity. The per-barrel reservation fee 
is 0.75 percent of the full purchase price. 1 MAPCO may elect to decrease or increase the 
quantity of RIK oil it will actually purchase month-to-month subject to certain notice 
requirements. MAPCO also has the right to terminate the contract with one hundred days notice 
to cease deliveries. With the same notice period, MAPCO may elect one time annually to 
permanently reduce the Maximum Quantity required under the contract. However, once 
MAPCO issues an annual notice of its option to permanently reduce the Maximum Quantity, 
MAPCO may not reinstate the Maximum Quantity to the initial level. In addition, MAPCO 
may not ever increase the Maximum Quantity.

Because of the terms of the PBU Agreement in force among the producers and the state, the 
state combines royalty production from both the Prudhoe Bay field and royalty oil processed 
currently through the Lisbume Production Center. The 1 12,000 barrels per day of royalty crude

3 The contract provides MAPCO with some operational flexibility. With the appropriate one hundred-day notice, MAT^O may 
take less thrn the Maximum Quantity, however, a reservation fee would apply to volumes less than the then applicable 
Maximum Quantity.
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I. S u m m a ry

The commissioner of the Department of Natural Resources, on behalf of the state of Alaska, 
proposes a five-year sale of approximately 28,000 barrels per day of the state’s royalty oil to 
MAPCO Alaska Petroleum Inc. (MAPCO). MAPCO operates a refinery in North Pole in the 
Fairbanks North Star Borough and is one of the state's largest retailers of petroleum products. 
This document provides the final finding and determination required under AS 38.05.183 for the 
proposed sale.

The department distributed the preliminary finding and draft contract on January 30, 1998. The 
public comment period ended one month later on March 3, 1998. The department notified the 
public about the preliminary finding and draft contract and written comments were solicited by 
sending a notice of the sale or copies of the preliminary finding and draft contract to 2 0 0  

citizens, special interest groups, industry and government representatives, and the media. The 
department also advertised through display advertisements in newspapers throughout Alaska. 
At the close of the comment period, the department received three letters. The letters are 
included as Appendix C to this finding.

The mailing and advertisements also notified the public of a meeting of the Alaska Royalty Oil 
and Gas Development Advisory Board (Royalty Board) that was held on February 17, 1998 at 
which the proposed sale was discussed and public comment was solicited. Except for the 
representatives from MAPCO, there was no public testimony at the Royalty Board meeting. 
However, a letter from Hal Whitley, owner of Wet Willy's Carwash in Fairbanks was faxed to 
the Royalty Board in the morning before the Royalty Board met. The Royalty Board considered 
Mr. Whitley’s comments. Subsequently, the Royalty Board unanimously supported the sale and 
adopted the Commissioner’s findings as its report to the legislature, and passed a resolution 
recommending approval of the sale by the legislature.

This is a final finding and final conclusions have been reached. The commissioner has 
determined that the proposed sale to MAPCO is the state’s best interest. The final finding, a 
copy of the signed contract, and the recommendation from the Royalty Board will be forwarded 
to the Legislature under AS 38.06.055.

I I . B a c k g ro u n d

The state of Alaska receives a royalty of approximately 12.5 percent of the oil and gas produced 
from the Prudhoe Bay Ut.L The state may take its share of oil production ”in-kind or "in­
value." When the state takes its royalty share of the oil in-kind (RJK), it assumes ownership of 
the oil, and the commissioner disposes of the oil through either competitive or non-competitive 
sales. When oil is taken in-value (RIV), the state's lessees who produce the oil market the state's 
share along with their own share of production. The lessees are obligated to pay the state the 
value of the state’s RIV share.
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MAPCO has a long history as a purchaser of RIK from the state. MAPCO has the longest 
running contract for ANS RIK. Deliveries under its long-term contract began in November 
1979 for 35,000 barrels per day. This contract will not expire until December 2003. Through 
the end of 1997, MAPCO received approximately 205.8 million barrels of RIK .1

On August 26, 1997, the state agreed to sell to MAPCO an additional volume of royalty oil 
equal to 11.6 percent of the. daily royalty oil production of the Prudhoe Bay Unit (PBU) for one 
year. Deliveries under this contract began on December 1, 1997 and will continue through 
November 30, 1998. By statute this contract may not be renewed without a specific 
recommendation of the Royalty Board to the legislature and the legislature’s subsequent 
approval. Last October, MAPCO initiated negotiations with the department for a new royalty 
oil supply contract to begin deliveries when this contract expires.

At the date of this final finding, Williams Companies Inc. is in the final stages of acquiring 
Mapco Inc. This acquisition will become final when Williams Companies Inc. receives approval 
from the Federal Trade Commission. On November 24, 1997, the companies announced that 
they had entered into a definitive merger agreement providing for Williams to acquire MAPCO. 
On February 26, 1998, MAPCO shareholders approved the acquisition. Standard and Poor’s 
(S&P) revised its outlook for both companies to positive from stable. Primarily, the outlook 
change reflects the strengthening fundamentals of the Williams’ pipelines and prospects for 
improving earnings at Williams Communications Group and Williams Energy Group. The 
proposed acquisition of Mapco Inc. is also a positive factor in S&P’s outlook change." The $3 
billion acquisition price includes $2.2 billion of Williams common stock and the assumption of 
about $750 million of acquired company debt. The conservatively financed acquisition should 
diversify Williams’ pipeline operations with a relatively successful downstream energy services 
company. The merger will have no affect on the proposed sale and contract terms.

This finding and determination and the attached copy of the sales contract represent the result of 
those negotiations. Much of what was written by way of background to the 1997 contract still 
applies today.

In the following section of this finding, the description of the contract focuses on how this 
proposed contract differs from the current one-year contract.

H i. D iscussion  of C o n tra c t P ro v is io n s  

Term

First delivery of RIK oil is set for December 1, 1998 and will continue for Five years. The 
contract will terminate December 31, 2003. This coincides with the termination date of 
MAPCO’s current long-term, 25-year contract.

1 Golden Valley Electric Association volumes are included in MAPCO’s RIK deliveries.
2 Standard &  Poor's CrcditWire dated November 24. 1997.
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Quantity

The slate agreed to increase the percentage of royalty oil that MAPCO may purchase to assure 
MAPCO a relatively constant supply of RIK oil as production declines. Over the life of the 
contract the volume of RIK taken by MAPCO will remain fairly constant. This proposed 
contract will increase the percentage of PBU royalty oil that MAPCO now receives under the 
current one-year contract. MAPCO will purchase 27.0 percent of the state’s royalty share in 
1999 (about 28,000 barrels per day from the PBU). In the second, third, fourth and fifth years, 
MAPCO's RIK purchase percentage will increase slightly to 28.5 percent, 30.0 percent, 32.0 
percent and 33.5 percent, respectively.

Table 1: RIK Percentages and Maximum Quantities

RIK Volume
Year RIK % (Bpd)

1998 27.0 28,350
1999 27.0 28,350
2 0 0 0 28.5 28,500
2 0 0 1 30.0 28,200
2 0 0 2 32.0 28,480
2003 33.5 28,475

When MAPCO’s current long-term RIK contract with the state is considered with the proposed 
contract, the actual volume taken by MAPCO will increase to approximately 56.7 percent of the 
state’s royalty oil from the PBU.

The percentage of royalty oil designated in the contract for each year is called the “Maximum 
Quantity.” If MAPCO takes less than the Maximum Quantity, it will be subject to a per-barrel 
reservation fee on each barrel less than the Maximum Quantity. The per-barrel reservation fee 
is 0.75 percent of the full purchase price. 3 MAPCO may elect to decrease or increase the 
quantity of RIK oil it will actually purchase month-to-month subject to certain notice 
requirements. MAPCO also has the right to terminate the contract with one hundred days notice 
to cease deliveries. With the same notice period, MAPCO may elect one time annually to 
permanently reduce the Maximum Quantity required under the contract. However, once 
MAPCO issues an annual notice of its option to permanently reduce the Maximum Quantity, 
MAPCO may not reinstate the Maximum Quantity to the initial level. In addition, MAPCO 
may not ever increase the Maximum Quantity.

Because of the terms of the PBU Agreement in force among the producers and the state, the 
state combines royalty production from both the Prudhoe Bay field and royalty oil processed 
currently through the Lisbume Production Center. The 112,000 barrels per day of royalty crude

} The contract provider MAPCO with some operational flexibility. With the appropriate one hundred-day notice, MAPCO may 
take less than the Maximum Quantity, however, a reservation fee would apply to volumes less than the then applicable 
Maximum Quantity.



oil forecast for 1998 (Table 2) is the sum of the royalty offta ce from PBU including both the 
Initial Participating Areas and the Greater Point McIntyre /v ie a, i.e. Lisbume, Pt. McIntyre. 
West Beach, North Prudhoe Bay State, and the Niakuk/Alapah Participating Areas. 4

Table 2 illustrates the present and future royalty crude oil supply from the PBU. The state is 
obligated to supply 35,000 barrels per day to MAPCO through 2003 and 30 percent of the PBU 
royalty oil to Tesoro through 1998. If the proposed MAPCO contract is awarded, the state will 
still keep approximately 13 percent of its royalty share of PBU production as RIV or about 40 
percent of the total ANS royalty production in 1998. See Figure 1, titled “Total ANS Royalty 
and RIK Sale” for the percentage share of ANS RIK oil versus ANS RIV oil.

The state must reserve a sufficient percentage of its PBU royalty oil as RIV to insure that PBU 
lessees can deduct field costs as a credit from their RIV royalty for the royalty oil the state takes 
in-kind. The state’s flexibility to nominate more RIK oil from the PBU will be limited after this 
RIK sale to MAPCO. However, there will be some flexibility for the state to offer additional 
royalty oil from other non-PBU fields on the North Slope as circumstances warrant.

Quality

MAPCO must accept the same quality of oil that the state receives from the producers at Pump 
Station No. 1. The existing contract with MAPCO does not distinguish between crude oil, 
condensate, or natural gas liquids (NGLs). MAPCO waives any claim that either condensate or 
NGLs blended with the crude oil by the lessees tendered to the state as royalty oil is not oil for 
the purposes of the contract. This v/aiver will protect the state against any future claim that 
MAPCO did not receive its full or correct volume of RIK by asserting that condensate or NGLs 
are not crude oil.

4

''Under the proposed contract the state reserves the right to supply 100 percent of MAPCO's volume from just the PBU Initial 
Participating Areas (IPA) rather than include the production from the Greater Point McIntyre Area, i.e.. production processed 
through the Lisbume Production Center. In this case MAPCO would receive initially 33.8 percent of the PBU IPA production. 
MAPCO will be notified 90 days in advance if the commissioner, in his sole discretion, chooses to exercise this right.
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Table 2: North Slope Royalty Crude Oil Production Forecast
(MBOD)

1998 1999 2000 2001 2002 2003 2004 2005 2005

Greater Point McIntyre Area 23 19 16 13 11 10 9 8 8

Lisbume 1 1 1 1 1 41 1 1 1

Niakuk 4 3 3 3 2 2 2 2 2

Point McIntyre 17 14 11 9 8 7 6 6 5

West Beach -N. Prudhoe Bay 0 0 0 0 0 0 0 0 0
State

Prudhoe Bay aJ 89 84 81 77 74 71 68 64 60

Satellites b/ 0 2 3 4 4 4 5 5 4

Prudhoe Bay Unit 112 105 100 94 89 85 82 77 72

Kuparuk River Unit 33 35 36 34 33 32 29 27 25

Milne Point 8 9 10 11 12 13 13 12 11

North star 0 0 0 8 8 7 6 5 5

Other Onshore 0 0 0 0 4 4 4 4 4

Endicott 9 8 8 7 7 6 6 5 5

Badami 0 6 6 5 5 4 4 3 3

Alpine 0 0 6 6 6 6 6 5 5

Total Royalty: 162 163 166 165 164 157 "  150 138 130

Cost Allowance

Prudhoe Bay Unit 11 11 10 9 9 9 3 3 3

Kuparuk River Unit 3 3 3 3 3 3 3 3 3

Milne Point 0 0 0 0 0 0 0 0 0

Endicott 1 1 1 1 1 1 1 1 1

Minus Currant RIK Contracts
MAPCO #1 

MAPCO 12 d  
Tesoro

Total Current RIK Obligation

ANS Royalty Oil Available to Supply New RIK 
Contncti:

MAPCO's proposed 27.0% 
contract O 

ANS Royalty OB Remaining:

d/

15

35

13

34

85

65

28

15 14

35 35

35 35

113

28

117

28

13

35

35

117

28

13

35

35

116

28

13

35

35

109

28

143 131

37 85 89 89 88 81 143 131

123

123

a/ If the commissioner elects to sell MAPCO RIK from the Prudhoe Bay Initial Participating Area (IPA), then 
the price per barrel will be calculated on the basis of the volume weighted average of the Royalty Value received 
from just the IPA, pIusS.15. See Table 2.
b/ Satellites include wells penetrating several smaller, unnamed reservoirs. 
cJ MAPCO’s #2 contract expires November 30.1998.
d/MAPCO’s proposed contract is expected to start December I. 1998 and expires on December 31.2003.
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Price

The proposed contract requires MAPCO to pay a price per barrel equal to the state’s royalty 
value per barrel plus $.15. The state’s royalty value is defined as an amount equal to the per 
barrel value the state would have received from the Lessees for its royalty oil if the state had 
taken its royalty in-value instead of in-kind, plus any costs incurred by the state as a result of 
taking the royalty in-kind rather than in-value. This price meets the statutory requirement that 
the value of RIK is at least equal to or exceeds RIV. The proposed contract price is comparable 
to the one-year contract price and the value of RIV. Table 3 illustrates the calculation of 
MAPCO's price if it took deliveries under the proposed contract in January 1997.

Table 3: Volume Weighted Average Price -All Producers 

Value of R I V

Producer Gross PS-1 Product ol Volume Average
Volume Value Times PS-1 Value Price

Lisbume Production Center a/ bI d
ARCO 1.803.528.68 $19.50000 $35,168,809.45
BP Exploration 2,565.203.54 518.12000 $46,481,488.14
Exxon 2,167,463.77 $18.73000 $40,596,596.40

Prudhoe Bay IPA a/
ARCO 6,812,971.60 $19.88000 $135,441,875.41
BP Exploration 9,731,640.80 $18.64000 $181,397,784.51
Chevron 159.860.30 $2324800 53,716,43225
Exxon 7,700,737.40 519.58000 $148,008,172.83
Force 9,111.30 $19.88000 $181,132.64
Mobil 362,12620 $19.82000 $7,075,583.82
Phillips 364.589.50 $20.69000 $7,543,356.76
Texaco 100,179.00 $18.95000 $1,897,444.55

Totals 31,777,36*'’. 10 $607,508,676.78

Volume Weighted Average Value: $19.11766
_____________*S.15/bbl

Price of Sale Oil: SI 9.26766

a/ Under the proposed contract, the state reserves the right to supply 100 percent of MAPCO's volume from just the 
Prudhoe Bay Unit Initial Participating Areas rather than include the production from the Greater Point McIntyre 
Areas, i.e., production processed through the Lisbume Production Center. This would imply that MAPCO would 
receive approximately 33.8 percent of the Prudhoe Bay Initial Participating Areas production. MAPCO will be 
notified 90 days in advance if the commissioner, in his sole discretion, chooses to exercise this right, 
b/ Includes Larch. North Prudhoe Bay State and West Beach. 
d  Includes wells penetrating several smaller, unnamed reservoirs.

Like the current MAPCO and Tesoro contracts, the proposed contract price replaces the need for 
an escrow account and retroactive ANS Royalty Litigation5 adjustments that appear in 
MAPCO’s 1978 contract. MAPCO’s proposed contract will have a more certain purchase price, 
subject to only minor subsequent adjustments. The ANS Royalty Settlement Agreements 
concluded the ANS Royalty Litigation and provided an agreed-upon valuation method that did 
not exist when MAPCO’s 25-year royalty oil contract was signed. MAPCO’s new RIK contract 
will rely upon agreed-upon valuation methods in the ANS Royalty Settlement Agreements to 
establish a contract price. Except for certain related adjustments contemplated under the

5 ANS Royalty Litigation refers to the dispute between the state and the ANS lessees that was resolved in several settlement 
agreements (Case No. 77-847 Civil, June 1977).
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Price

The proposed contract requires MAPCO to pay a price per barrel equal to the state’s royalty 
value per barrel plus $.15. The state’s royalty value is defined as an amount equal to the per 
barrel value the state would have received from the Lessees for its royalty oil if the state had 
taken its royalty in-value instead of in-kind, plus any costs incurred by the state as a result of 
taking the royalty in-kind rather than in-value. This price meets the statutory requirement that 
the value of RIK is at least equal to or exceeds RIV. The proposed contract price is comparable 
to the one-year contract price and the value of RIV. Table 3 illustrates the calculation of 
MAPCO’s price if it took deliveries under the proposed contract in January 1997.

Table 3: Volume Weighted Average Price -All Producers 

Value of R I V

Producer Gross PS-1 Product ol Volume
Volume Value Times PS-1 Value

Lisburn* Production Contor 4/ U  d
ARCO 1.803.528 68 S19 50000 535.168.809.45
BP Exploraoon 2.565.203 54 S18.12000 546.481.488.14
Exxon 2.167,463 77 S18.73000 540,596,596.40

Prudhoe Bay IPA a1
ARCO 6.812.971 60 S19.88000 5135.441,875.41
BP Exploration 9.731.640 80 518.64000 $181,397,784 51
Chevron 159.860 30 523.24800 $3,716,43225
Exxon 7.700.737.40 519.58000 S148.008.172.83
Force 9.111.30 519.88000 S181.132.64
Mobil 362,126 20 519.82000 $7,075,583.82
Phillips 364,589 50 520.69000 $7,543,356.76
Texaco 100.129.00 518.95000 51.897.444 55

Total* 31,777,362.10 5607,508.676.78

Volum* Weighted Average Value: 519.11766
♦ 5.15/bbl

Price o' Sal* Oil: S19.26766

ii/ Under the proposed contract, the state reserves the right to supply 100 percent of MAPCO’s volume from just the 
Prudhoe Bay Unit Initial Participating Areas rather than include the production from the Greater Point McIntyre 
Areas, i.e., production processed through the Lisbume Production Center. This would imply that MAPCO would 
receive approximately 33.8 percent of the Prudhoe Bay Initial Participating Areas production. MAPCO will be 
notified 90 days in advance if the commissioner, in his sole discretion, chooses to exercise this right, 
b/ Includes Larch, North Prudhoe Bay State and West Beach. 
d  Includes wells penetrating several smaller, unnamed reservoirs.

Like the current MAPCO and Tesoro contracts, the proposed contract price replaces the need for 
an escrow account and retroactive ANS Royalty Litigation5 adjustments that appear in 
MAPCO’s 1978 contract. MAPCO’s proposed contract will have a more certain purchase price, 
subject to only minor subsequent adjustments. The ANS Royalty Settlement Agreements 
concluded the ANS Royalty Litigation and provided an agreed-upon valuation method that did 
not exist when MAPCO’s 25-year royalty oil contract was signed. MAPCO’s new RIK contract 
will rely upon agreed-upon valuation methods in the ANS Royalty Settlement Agreements to 
establish a contract price. Except for certain related adjustments contemplated under the

Average
Pnce

’ ANS Royalty Litigation refers to the dispute between the state and the ANS lessees that was resolved in several settlement 
agreements (Case No. 77-847 Civil, June 1977).



settlement agreements with ARCO, BP, Exxon and the other PBU producers the MAPCO 
contract will not require an interim pricing method.

Previous RIK findings have described the so-called "displacement effect" and "competitive 
effect" that may occur with a state sale of RIK. Because the changes in the markets for ANS oil. 
these effects will be very minor.

The "displacement effect" theorizes that any RIK sale by the state to in-state refiners will replace 
ANS sales by North Slope lessees to West Coast destinations including Alaska. Although the 
total volume of ANS sold on the West Coast is the same without a RIK sale, the producers must 
show in their royalty reports that a larger proportion of their oil is placed in destination markets 
where netback values are less than the West Coast. The West Coast destinations yield a higher 
royalty value than the other destinations. The average royalty value, weighted by oil volumes to 
each destination, is lower when the proportion of oil reported by the lessees going to the non- 
West Coast destination increases. This proportion of deliveries to the West Coast and other 
destinations is also reflected in the netback value reported for severance tax purposes. In this 
way, selling RIK decreases the state’s revenues from both RIV royalties and severance taxes.

The potential for a "displacement effect" has diminished since the market of total ANS sold on 
the Gulf Coast has disappeared. The Gulf Coast’s historically low royalty value contributed the 
biggest impact in calculating the displacement effect. There are now no more waterborne 
shipments of ANS to the Gulf Coast and the volumes shipped to the Mid-Continent or the Far 
East yield netbacks that are higher than the Gulf Coast netbacks. 4

As shown in this example, (See Table 4) the displacement effect, is insignificant. The contract 
price is sufficient to compensate the state for any reduction in the royalty value of RIV oil.

7

‘Alaska Department of Revenue, Fall 1997 Revenue Sources Book. Forecast and Historical Data. Anchorage, 
Alaska, p. 19. ANS movements to destinations in the Far Eist, the Caribbean and the U.S. Mid-Continent 
represented just 5 percent of total ANS production in FY 1997.
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T A B L E  4: D IS P L A C E M E N T  E F F E C T

If the North Slope producers take all of our royalty oil “in-value,” 
their shipments will look like this:

28,000 + 922,000 + 50,000 = 1,000,000
(Mapco) (CAandWA) (Asia Market) (Total)

In percentage terms:

3% + 92% + 5% = 100%

The calculation of royalty value (and severance tax) is:

($14.70x3%) + ($14.70x92%) + ($14.20x5%) = $14.67

If the state sells oil to Mapco, the producer’s placements on the West Coast 
are reduced by 28,000 barrels. Their shipments wiP now look like this:

0 + 922,000 + 50,000 = 972,000
(Mapco) (CAandWA) (Asia market)

In percentage terms:
0% + 95% + 5% = 100%

The calculation of royalty value (and severance tax) is:
($14.70x0%)+ ($14.70X95%) + ($14.20 x 5%) = $14.67

In this example, the displacement effect has no effect on the state’s royalty and severance
tax revenue.



The "competitive effect" relies on the assumption that the price of AMS on the West Coast as 
reported in the producers’ royalty value is higher than the price that would result from a purely 
competitive market. One North Slope producer dominates the ANS spot market and may be 
able to influence the price by its decision to transport oil to other destinations. When the state 
was selling nearly 210,000 barrels per day of RIK in 1986, (See Figure A-l) the state, as 
another seller in the market competing with the ANS producers, could conceivably contribute to 
a lower West Coast price. The “competitive effect” is probably immeasurable since ANS supply 
in the West Coast market is declining. Competitive market forces beyond the control of the 
ANS producers, including the stale, now govern the price of ANS.

In-State Processing

In the proposed contract, MAPCO has agreed that 80 percent of the REK it will purchase will be 
processed in the North Pole refinery. This clause is designed lo prevent MAPCO from re­
selling RIK to a third party and possibly profiting from a favorable price charged to MAPCO by 
the state. The in-state processing clause assures that the state will enjoy the benefits described in 
Section IV below.

Purchase Price Reopener

The contract provides no provision for either the state or MAPCO to renegotiate the price terms. 
Should the state pursue a price reopener as permitted by the ANS Royalty Settlement 
Agreements, the state is obligated only to inform MAPCO that negotiations have begun. 
MAPCO will pay based on whatever the Royalty Value the state and the producers may 
negotiate.

MAPCO also agrees that it will not intervene in any way in the negotiations or arbitration of a 
reopener between the state and the producers. If the new price terms that may result are 
disagreeable to MAPCO, it has the right to terminate the contract with one hundred days notice 
to cease deliveries.

Paym ents

The proposed contract has specified the timing and due dates associated with the Production 
Month Invoice, Initial Adjustments, and Subsequent Adjustments. The timing of these invoices 
and due dates have been shortened somewhat to reduce the state’s exposure to default risk as 
described below.

The state has agreed that any subsequent adjustments rendered more than six years after the date 
of delivery v/ill bear interest for only six years from the due date of the initial billing. However, 
this six-year interest limitation does not apply to adjustments that result from regulatory 
decisions, reopeners, court proceedings, or true-up audits that are commenced during the six-



year period. This provision appears in both the current one-year MAPCO contract and Tesoro’s 
current three-year contract.

Termination Notice

The state requires at least one-hundred days notice of early termination of the contract or any 
reduction in the maximum quantity taken by MAPCO. This timing is based on the ANS 
Royalty Settlement Agreements and the PBU Agreement. Under the original PBU Agreement, 
the state has a right to “denominate" RIK deliveries with a six-month notice. However, under 
each of the ANS Royalty Settlement Agreements, the timing requirement was reduced to 90 
days. The ANS Royalty Settlement Agreements provide that the lessees may claim force 
majeure if marine transportation is unavailable to transport any additional RIV for the first 90 
days that the RIK has reverted back to the producers. During this up-to-90-day period that 
lessees could claim force majeure, the state must take full possession of its RIK and find 
customers to buy it and tankers to transport it. For this reason MAPCO must provide sufficient 
notice to terminate the contract or reduce its maximum quantity, up to six-months and ten days 
if necessary.

10

Late Payment Penalty

If MAPCO fails to make full payment of its monthly obligation within three business days 
following the receipt of the invoice, a Five percent penalty will be imposed. In MAPCO's one 
year contract, the same late payment penalty applies.

Interest

Underpayments and overpayments are an unavoidable problem in any RIK sales contract. The 
contract price is based on Royalty Values calculated under provisions in the ANS Royalty 
Settlement Agreements that are subject to re-adjustments for true-up audits, regulatory 
decisions, reopeners, or court proceedings. Both the state and MAPCO agree to pay each other 
the statutory interest rate on readjustments made for overpaymerts or underpayments, 
respectively. The applicable rate is five percent over the annual rate charged member banks for 
advances by the 12 Federal Reserve Bank or 11 percent compounded quarterly, whichever is 
greater (AS 38.05.135(d)).

Local Hire

Like MAPCO’s one-year contract and virtually every RIK contract to in-state refineries, the 
proposed contract requires that MAPCO agree to employ Alaska residents and Alaska 
companies to the extent they are available, willing and qualified for the applicable work 
performed in Alaska in connection with the Agreement. An Alaska resident is defined as one 
who has resided in Alaska for one year at the time of employment and “Alaska companies" 
means companies incorporated in Alaska or whose principal place of business is in Alaska. If



this provision is determined to be unconstitutional, then MAPCO agrees to hire Alaska residents 
to the extent that the constitution allows.

II

Security

The proposed contract requires an irrevocable stand-by letter of credit equivalent to the value of 
75 days worth of REK. to secure the state in the event that MAPCO, for any reason, fails to pay 
its bills or to take delivery. The value of the letter of credit is calculated to protect the state from 
its exposure to “default risk” and “denomination risk.” Default risk is the exposure the state 
faces if MAPCO fails to pay. Since MAPCO is billed on the first day of the month following 
the production month up to 39 days of RIK will be delivered to MAPCO before the state is in a 
position to declare the contract in default for failure to pay (See Table 5). In addition to the risk 
assumed by the state should MAPCO fail to pay, the state also runs a risk of losing full value of 
its REK when it “denominates” the RIK volumes to RIV. As indicated above, the 90 day 
denomination notice period under the ANS Royalty Settlement Agreements plus 90 days should 
a lessee declare force majeure represents the amount of REK oil subject to this risk. During this 
period, the state either has to organize a new RIK purchaser or negotiate with the lessees to take 
back the RIK. In either event, the state could be in a distress sale situation. The letter of credit 
instrument is intended to protect the state from losses for volumes delivered under the contracts 
or re-sold at a price less than the contract price.

The state’s risk exposure is measured as follows:

Table 5: Calculation of MAPCO’s Letter of Credit
Default Risk
Days REK tendered but not billed: 
Days to Production Month Invoice: 
Production Month Invoice Due: 
Default Declared:

Days
30

3
4 

39Total Default Exposure 
Denomination Risk
Volumes Subject to 90-d denomination @ 1009b 90 days
Probability that 90-day n e rights invoked @ 100% 90 days
Resale Value of denominated oil $.80 on the S1

Number of days “at-risk” (20% X 90 days)
Volumes Subject to 90-day Force Majeure @ 100% 90 days
Probability that 90-days notice rights invoked @ 100% 90 days
Resale Value of denominated oil $.80 on the $ 1

18

Total Denomination Exposure 
Total Risk Exposure

Number of days “at-risk” (20% X 90 days) 18
36
75

The letter of credit is valued at the price of the RIK volume per day times the number of days 
of total risk exposure.



The proposed contract includes an alternative security provision if MAPCO so elects. This 
security provision requires that MAPCO provide the state with an irrevocable stand-by letter of 
credit for forty days of RIK oil, plus an irrevocable backup contract with a major oil company 
subject to approval by the Commissioner. The backup contract would assume MAPCO’s full 
liability to the state to purchase RIK oil for a minimum of 90 days or a maximum of 180 days 
deliveries of RIK oil. Should MAPCO default, the state will draw from the 40 day letter of 
credit and the backup contract would immediately take effect for the RIK oil due MAPCO until 
the 90 day or 180 day (if producers invoke force majeure notice) denomination notice of the 
state’s RIK oil became effective.

The concern for the state’s exposure to default and denomination risk is driven by the state’s 
previous experience. The security and other provisions of recent REK contracts mitigate those 
risks. The Alpetco REK sales contract, executed on February 22, 1978, a so-called in-state 
enhancement contract, was the worst performer recovering only 94.5% of the principal. Part of 
this difference were losses the state incurred on the royalty oil subject to “denomination risk." 
When Alpetco attempted to decrease its REK purchases, the state realized only 78 percent of the 
contract price.

Over time, the Division has looked at some of the obvious problems w.th the Alpetco RIK 
contract and these problems have been mitigated or eliminated in the subsequent contracts. The 
proposed MAPCO contract avoids the following:

• Dispute clause that allowed Alpetco to unilaterally withhold any amounts Alpetco disputed 
without Alpetco's debt being called due and payable.

See MAPCO contract, page 15, line 11 (6.10 Disputed Payments) requires MAPCO to pay 
the full amount pending final resolution of the dispute.

• Ability to intervene in ANS Royalty Litigation allowed Alpetco the potential to disrupt the 
settlement if the state pursued litigation against Alpetco’s parent company for claims.

See MAPCO contract, page 7, line 19 (2.5 Reopeners) stipulates that MAPCO shall not 
intervene or participate in any way regarding ANS Royalty Settlement Agreements or 
litigation with the lessees. This provision removes any leverage that MAPCO may have 
over the state.

• Failure to secure full value for its RIK oil resulted from the narrow marketing window 
imposed on the state when Alpetco could no longer take RIK volumes.

The MAPCO contract establishes the timing required for termination notices, notices to 
reduce the Maximum Quantity, and month-to-month deliveries volumes within the limits 
allowed in the ANS Royalty Settlement Agreements. The security clause requires a letter of 
credit and/or a backup contract so that the state can recover any losses due to premature 
denomination of RIK.

12



I V .  I n - S t a t e  B e n e f i t  A n a ly s i s
13

The commissioner considered the effects of the sale of RIK on the economy of the state and the 
projected benefits of refining or processing the REK in the state (under AS 38.05.183). In short, 
the terms of the proposed RIK sale should: ( 1) assure that the state receives at least as much 
value for the REK as it would have received for REV; and (2) encourage in-state processing of 
RIK together with the attendant economic and social benefits. These benefits are measured in 
terms of jobs, taxes, and economic competition among the state’s refineries for their products. 
The conclusions reached in the best interest finding that accompanied the current one-year 
contract are still applicable. Some of the information has been updated here.

In the following discussion of in-state benefits, there is one caveat: the degree to which these 
effects may be attributable to the sale depends on how important the sale is to the continued 
operation and expansion of MAPCO’s North Pole refinery. The state can offer a somewhat 
unique crude oil supply contract whose terms might not be available from any other seller. 
Presumably, MAPCO would continue operations without this contract, but there are direct 
benefits MAPCO may derive in dealing with the state. To the extent that these benefits are 
translated into jobs, taxes, and more vigorous refined-products competition, the people of the 
state also benefit. By the same token, the degree to which the’sale may contribute to the 
ongoing operation and expansion of the refinery must also be taken into account when 
describing the environmental effects of the refinery's operation.

Economic Impacts

A S70 million expansion and upgrade at the North Pole refinery is underway and will increase 
fuel production by 17,000 barrels per day. Recent upgrades at the North Pole refinery provide 
MAPCO the opportunity to expand its export markets in Western Canada and the Pacific Rim.
In addition, the 1998 expansion will create 17 new jobs in North Pole and Anchorage.

MAPCO repons that it currently employs 120 people in the Fairbanks North Star Borough and 
35 people in Anchorage who arc directly associated with the North Pole refinery. In addition, 
MAPCO employs another 300 people statewide at their MAPCO express outlets. 7 This 
translates as one-fourth of the manufacturing jobs in the Fairbanks North Star Borough 
competing largely with mining and construction jobs. For the most part, these are also high- 
wage jobs with a payroll in the Fairbanks North Star Borough of over $9.4 million in 1994.' 
Wages in the petroleum refinery and transportation sector averaged $72,677 or more than twice 
the Fairbanks North Star Borough average. Income spent by workers in this sector contributes 
to an employment multiplier of over 2.5, i.e., for every job at MAPCO’s North Pole refinery 2.5 
jobs are created in the wider Faribanks North Star Borough economy.

' Communication with Keith Selby, MAPCO Alaska Petroleum, Inc. 1/23/98.
* Lee Huskey, ISER. November 1995. 'Table 2: Tne Fairbanks Petroleum Sector Private Industry Wage and Employment 
Effects," of the "The Petroleum Industry and the Fairbanks Economy" report.



MAPCO’s statewide marketing and distribution of petroleum products activities, together with 
the refinery, employs a total of 455 people statewide with a payroll (including benefits) of over 
$19.5 million in 1997.9
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Consumption Effects

The market for crude oil and the market for retail petroleum products are different markets. 
While cmde oil is a factor in the production of retail products (like electricity and labor), it is 
traded in a different market. Accordingly, lower prices of crude will not necessarily transfer 
immediately to a lower price for retail products. Wholesale product prices can move 
independently of ANS crude prices10 because of the other factors. These other factors include 
such influences as refinery outages, changing gasoline specifications, gasoline inventory levels, 
the previous month’s wholesale price, and other energy market effects.

As with other in-state refiners, the presence of MAPCO in the state provides competition to 
outside fuel sellers who import products to Alaska. California suppliers can capture the 
difference in state highway gasoline taxes of 22 cents per gallon between markets in Alaska and 
California. For Washington, the difference is 15 cents. All other things being equal, this 
difference in government take provides a business opportunity for outside suppliers to sell gas in 
Alaska. The presence of local suppliers of retail products in competition with imported 
petroleum products adds price competition to the retail market. In the same manner, imported 
products offer competition to local suppliers.

The presence of MAPCO’s North Pole refinery as a local product supplier with lower 
transportation cost to markets and situated next to a crude oil pipeline provides price 
competition to imported petroleum products. MAPCO’s healthy market share of the gasoline 
and jet fuel trade indicates that imported products sellers must consider MAPCO’s price in 
setting their own.

Two investigations conducted in the mid-1980’s by the Alaska Attorney General's office 
supports the important role of competition in the level of in-state gasoline prices. 11 Both studies 
report that higher profit margins stem from weak competition. In 1985, only one in-state 
refinery produced motor gasoline throughout the entire calendar year. That refiner enjoyed a 
decrease in its price for most of its crude feedstock while wholesale prices were increased by an 
average of 6.5 cents per gallon. 12 The Attorney General’s report concluded, “ ... the refineries 
are charging more for refined gasoline, even though they are paying less for the crude oil they 
use to make the gasoline.” With only one refiner producing gasoline for the entire calendar year, 
there was little competitive pressure to reduce wholesale prices at a time when their largest cost 
input, the price of crude feedstock, decreased. MAPCO began refining motor gasoline in the 
last quarter of 1985 and has provided competition in that market.

9 Communication with Keith Selby, MAPCO Alaska Petroleum Inc., Anchorage. Alaska 1/26/98.
10 William W. Wade and Robert R. Trout. "Carb Gas Phase-In Price Spike: Collusion or Market Effects?" 1997
11 Memo to M. Mike Miller, Chairman. House Judiciary Committee from Attorney General Norman C. Gorsuch. RE: 
Southeast Alaska Gasoline Price Investigation. May 13, 1985. Fairbanks Gasoline Report. February. 1986. An attachment to a 
memorandum to Governor Bill Sheffield from Attorney General Harold M. Brown, March 11,1986.
12 Eaitbante qasalmsJRsggfl. page 17.



This competition in the in-state gasoline sales market, along with other sellers, provides a 
dampening effect on prices. The effect of market competition on prices reported in the 1985 
Attorney General’s report explains that “The ...price difference [between wholesale prices in 
Anchorage and Southeast Alaska] appears to be due to a very low level of competition between 
wholesalers in Southeast Alaska, which permits higher profit margins.” 13 Insofar as state 
refineries i..nd product wholesalers can compete, the consumer can enjoy lower prices than 
would be the case if competition did not exist.

Social Impacts

MAPCO paid 60 percent of the property tax revenues collected in 1996 by the City of h :th 
Pole. Until 1997, when the Ft. Knox Gold Mine came on line, MAPCO’s North Pole refinery 
had the highest property assessment in the Fairbanks North Star Borough at $94 million. 14 

MAPCO’s tax contribution will grow as a result of the refinery expansion. No incremental 
effects on land use, impacts on the local social infrastructure, i.e., schools, public safety, roads, 
and other government services, are anticipated as a result of this sale.

Effect of Refinery Expansion

MAPCO’s North Pole refinery is the largest refinery by volume in the state. Almost half of 
MAPCO’s business is jet-fuel sales, and the company has about half the market at Anchorage 
International Airport which equals approximately 861,000 gallons per day in 1997. MAPCO’s 
growth is being driven by the rapid expansion (about a 43% growth rate from 1995 levels), of 
jet-fuel sales in Anchorage as the growth in international air-cargo traffic continues. All of the 
additional jet fuel production due to the refinery expansion is projected to supplant foreign 
imports of jet fuel. Including purchased volumes, MAPCO supplies approximately 39% of the 
jet fuel used in Alaska. MAPCO's 1996 jet fuel production was 22,000 barrels per day or
924,000 gallons per day. 15

Jet-fuel demand in Alaska has been growing at 7 to 8  percent a year and at least 4 perce~. 
growth is expected over the next few years. 16 Total Alaska jet-fuel demand is about 55,000 
barrels per day, with all but 14,000 to 15,000 barrels of that supplied by the four Alaska 
refineries, mostly by MAPCO. Over 80% of North Pole refinery’s production is consumed in 
the state of Alaska. MAPCO markets more than 40,000 barrels per day of these refined 
products to Alaska, Western Canada and the Pacific Rim. MAPCO processes only Alaska 
North Slope crude oil. In addition, the refinery markets 64% of its gasoline production through 
MAPCO Express stores in Alaska.

MAPCO estimates that its retention (i.e. oil taken from TAPS at the North Pole refinery but not 
returned to the pipeline) will be approximately 45,000 barrels per day. In future years MAPCO 
will retain approximately 64,000 barrels per day to produce MAPCO’s produce slate. See Table
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13 Memo to M. Mike Miller, page 2.
14 Lee Huskey, ISER. November 1995. ‘Table 2: The Fairbanks Petroleum Sector Private Industry Wage and Employment 
Effects," of the "the Petroleum Industry and the Fairbanks Economy" report.
15 Communication with Keith Selby, MAPCO Alaska Petroleum Inc.. Anchorage. Alaska 1/23/98.
16 1996 MAPCO Petroleum Inc. Annual Report.



6  and Figure 2 titled "North Pole Refinery Total Retention and State Royalty Volumes” for the 
amounts by year. For every barrel of oil that MAPCO retains in its refinery, MAPCO returns 
two barrels of residual oil to the TAPS. (See Table 6  and Figure 3 titled “MAPCO’s Projected 
Product Slate” for the types and percentages of refined products). After the 1998 expansion, the 
maximum crude distillation capacity or processing capacity of the North Pole refinery will rise 
to 2 1 0 , 0 0 0  barrels per day.
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Q uality  B ank

MAPCO’s expansion will increase its return flow by 63,000 barrels to a total of 159,000 barrels 
per day. 17 This increased return flow to the pipeline degrades the crude oil stream. MAPCO 
compensates for this degradation by making increased payments to the TAPS Quality Bank.

Any effect on ANS crude price due to increased degradation of the pipeline stream is 
compensated by the Quality Bank. The quality bank methodology, theoretically, equalizes value 
between crude streams by billing relatively lesser value streams and compensating relatively 
higher value ones.

Environmental Impacts

Air quality issues: MAPCO has made timely a application and complied with all permit
requirements required under Title V of the federal Clean Air Act amendments of 1990 and 1993 
state legislation under which Alaska was delegated authority. MAPCO is in compliance with 
the applicable air quality regulations and Alaska Department of Environmental Conservation 
(ADEC) officials expressed no problems with the refinery. 18

Industrial wastewater issues: MAPCO runs its treated discharges through filters then into the 
North Pole Wastewater System. This is done under the authority of a pretreatment permit. 
MAPCO sends monitoring information to ADEC through quarterly reports. MAPCO is in 
compliance with the applicable wastewater regulations. 19

Contaminated site issue: MAPCO has an ongoing groundwater remediation program and is still 
cleaning contaminants from the aquifer. ADEC reports that MAPCO is fulfilling its 
responsibility and operating properly under the appropriate permits. When asked, ADEC 
responded that if the refinery ceased operation and discontinued the remediation program, it 
would be a detriment to the environment as natural degradation of remaining contaminants 
would be very slow . 20 However, even if the refinery abruptly ceased operations, MAPCO would 
remain liable as an operator or owner for any contamination that has occurred as a result of 
refinery operations.21

17 Communication with Keith Selby at MAPCO. Anchorage, Alaska 12/3/97.
18 Communication with Jack Coutts, Alaska Department of Environmental Conservation. 12/18/97.
19 Communication with Tim Wingertcr, Alaska Department of Environmental Conservation. 12/18/97.
20 Communication with Doug Bauer, Alaska Department of Environmental Conservation, 12/19/97.
21 Communication with Mary Lundquist, Alaska Attorney General's Office. 1/22/98.



TABLE 6

Table 6: Mapco's Projected Product Slate (Percent of Total Refinery Throughput)

Gasoline Blendstock 
Gasoline 
Jet Fuel 
Diesel
Heavy Atm. Gas Oil 
Asphalt 
Total

Total Retention 
State Royalty Volume

19 94
9

11
54
19
5
2

1 9 9 5
13
12
52
19
2
2

19 9 6
15
12
50
17
4
2

1 9 9 7
15
11
50
18
5
1

19 9 8
13
14 
49 
18
5
1

1999-2003
9

10
57
19
4
1

100 100 100 100 100 100

[barrels per day)

38,000 42,000 46,000 44,000 45,000 64,000
35,000 35,000 35,000 35,000 45,000 57,000

RIKHISTB.XLS:TABLE 6 3/4/98 4:03 PM Pag* 1
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V. Findings and Determination

In any disposition of RIK, the commissioner must conclude that the best interest of the state will 
be served by a non-competitive sale (AS 38.05.183(a)), and that, the non-competitive sale of 
RIK will be awarded to the prospective buyer whose proposal offers maximum benefits to the 
citizens of the state (AS 38.05.183(e)). The commissioner considered the criteria listed in AS 
38.05.183(e) and AS 38.06.070(a). The criteria listed in AS 38.05.183(e) are: (1) the cash value 
offered; (2) the projected effects of the sale, exchange or other disposal on the economy of the 
state; (3) the projected benefits of refining or processing the oil in the state; (4) the ability of the 
prospective buyer to provide refined products or by-products for distribution and sale in the state 
with price or supply benefits to the citizens of the state; and (5) the criteria listed in AS 
38.06.070(a). These are the same criteria that are to be considered by the Royalty Board in its 
review of the sale. The criteria listed in AS 38.06.070(a) are: (1) the revenue needs and fiscal 
condition of the state; (2) the local and regional requirements for petroleum products; (3) the 
desirability of localized capital investment, increased payroll, and secondary development 
effects; (4) the social impacts of the sale; (5) the additional costs to the state and local 
governments caused by the development related to the transaction; (6) the local and regional 
labor market; (7) environmental effects; and (8) the impact on existing private commercial 
enterprises and investment patterns. The commissioner also considered comments from the 
public received during the 30-day public notice period.

The applicable statutes and regulations are included in Appendix B.

Competitive Bidding is Waived

As commissioner of the Department of Natural Resources, I have determined in accordance with 
AS 38.05.183(a) and 11 AAC 03.030 that the best interest of the state may be served by a sale 
without competitive bidding. The state is currently selling 71 percent of its PBU royalty oil 
under MAPCO’s long term and one-year contracts and Tesoro’s three-year contract. In 1999, 
Tesoro’s three-year and MAPCO’s one-year contracts expire.

By 1999, MAPCO will purchase approximately 60 percent of ANS royalty oil under its 25 year 
contract and the proposed contract. The state wid retain 40 percent of its royalty, approximately
65,000 barrels per day for future RIK dispositions. Tesoro indicated verbally to the department 
an interest in a new one-year contract beginning in 1999.22 The state will retain enough royalty 
oil to meet the needs of other RIK purchasers even with the proposed contract.

A copy of the Preliminary Finding and Determination was delivered to the Alaska Royalty Oil 
and Gas Development Board as notification under 11 AAC 03.040 that competitive bidding has 
been wa;ved.

22 Communication with Ipe Chako, Tesoro Alaska Petroleum Company. December 12. 1997.



The Sale is in the Best Interest of the State
In accordance with AS 38.05.182 and AS 38.05.183, I find that taking RIK oil and selling by 
non-competitive bid to MAPCO for use at the North Pole refinery is in the best interests of the 
state. The proposed RIK contract meets the following criteria as set out in AS 38.05.183(e).

1 • The cash value offered: The REK price offered under the proposed contract exceeds the 
royalty value of RIV by $.15 per barrel. Therefore, the requirements of AS 
38.05.183(c) and 11 AAC 03.010(b) are satisfied. Furthermore, the sales price 
satisfies the definition of “market conditions” in 11 AAC 03.024(1) and (3).

2. The projected effects of the sale, exchange or other disposal on the economy of the 
state: The projected effects of the sale to MAPCO on the economy of the state are 
expected to be positive. The people of the state will benefit from the proposed sale to 
tne extent that benefits of this sale can be translated into jobs, taxes, and more vigorous 
refined-products competition.

3. The projected benefits of refining or processing the oil in the state: The presence of 
MAPCO's North Pole refinery as a local product supplier with lower transportation 
cost to markets and situated next to a crude oil pipeline provides price competition to 
imported petroleum products. The consumer may enjoy lower gasoline prices than 
would be the case if competition did not exist because MAPCO, other refineries and 
product wholesalers compete for a share of the gasoline sales market.

4. The ability of the prospective buyer to provide refined products for distribution and 
sale in the state with price or supply benefits to the citizens of the state: MAPCO’s 
North Pole refinery is the largest refinery by volume in the state. It has been in 
business in Alaska since the late 1970’s, and provides a 50 percent share of the local 
market for diesel fuels, jet fuels and gasolines.

5. The criteria listed in AS 38.060 070(a): See discussion below.

In addition, I find that the sale offers maximum benefits to the citizens of Alaska. The proposed 
sale meets the following criteria:

1. The revenue needs and fiscal condition of the state: The state depends on oil revenue 
and will continue to depend on oil revenues in the future. The price term of the sale 
protects the state's interest by ensuring that revenues from this sale will exceed the in­
value alternative. (AS 38.06.070(a)(1))

2. The local and regional requirements for petroleum products: There are local and 
regional economic benefits to be derived from the continued operation and expansion 
of the North Pole refinery. While the proposed contract may increase the financial 
viability of the refinery', the extent to which these benefits can be ascribed to the 
proposed contract cannot be predicted. As described above, MAPCO is an important



competitor in the market of refined petroleum products. Vigorous competition in fuel 
sales in the state may provide for lower consumer product prices. (AS 38.06.070(a)(2))

3. The desirability of localized capital investment, increased payroll, and secondary 
development effects: To the extent that the sale helps provide a consistent and 
economic supply of crude oil to the refinery, the sale will contribute to ongoing 
economic stability in the Fairbanks North Star region and maintain a healthy 
competitor in the in-state market for refined petroleum products. MAPCO is 
undertaking a $70 million expansion program at the refinery. During the construction 
period of the refinery expansion, there will be short-term economic benefits of jobs 
and salaries. In addition, MAPCO will add 17 permanent jobs to the local economy. 
(AS 38.06.070(a)(3))

4. The social impacts of the sale: Both the Fairbanks North Star Borough and the state 
receive revenues from MAPCO as property taxes and corporate income and excise 
taxes. MAPCO contributes $94 million to the local property tax base. With the 
planned expansion of the refinery, this contribution will grow. (AS 38.06.070(a)(4))

5. The additional costs to the state and local governments caused bv the development 
related to the transaction: Additional costs incuned by the state and local governments 
as a result of this transaction will be minor. The refinery expansion will employ more 
people who will require social and education services and the Division of Oil and Gas 
will incur additional administrative expenses. (AS 38.06.070(a)(5))

6. The local and regional labor market: MAPCO provides direct jobs to 120 people in 
the city of North Pole and 35 people in Anchorage for their North Pole refinery 
operations and another 300 people statewide. It is number ten of the top-ten private 
sector employers in the Fairbanks North Star region. (AS 38.06.070(a)(6))

7. Environmental effects: Any environmental effects will result from the continued 
operation and expansion of the North Pole refinery, not from the proposed sale. The 
sale by itself will have no incremental effect. (AS 38.06.070(a)(7))

8. Impact on existing private commercial enterprises and investment patterns: Any 
impacts on existing private commercial enterprises and investment patterns could 
result from more competition in the product market and lower prices for products 
might result from this competition. (AS 38.06.070(a)(8))
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Criteria Weights

According to 11 AAC 03.060(b), "In considering the criteria described in AS 38.05.183(e), the 
Commissioner stated which criteria applied to the proposed disposition and discussed the weight 
given to the applicable criteria in determining the maximum benefit to the state,..."


