


+ Further discussion followed
A recess was called at 5:05 to allow the staff to make necessary 
changes in the 200# § 20 mills concept.

Mr. Haugen called the meeting back to order.
Mr. Freeman moved for the following language in HB 1, under LEVY 
OF TAX (b) "political subdivisions may levy a tax on the full 
and true value of taxable property taxable under this chapter 
at a rate not to exceed that which produces an amount of revenue 
equivalent to $1,000 per person within its boundaries. A tax 
levied by a political subdivision under this subsection shall be 
in lieu of that amount of the tax levied under (a) of this section-" 
and asked .unanimous consent. Mr. Ferguson objected.
Mr. Saylors moved to table the motion, and asked unanimous consent. 
No objection, so ordered.
Mr. Saylors moved for the adoption of the following language 
in HB 1, under LEVY OF TAX (b) "Organized boroughs and organized 
cities in the unorganized borough authorized to tax under Title 
29 may levy and collect a tax on the full and true value of taxable 
property taxable under this chapter at a rate not to exceed that 
which produces an amount of revenue equivalent to $1,000 per person 
within Its boundaries. A tax levied by a municipality under this 
subsection shall be credited against the tax at the same millage 
rate using the same assessment methods applicable to other property 
taxable by the political subdivision. Exemptions shall be limited 
to those set out in AS 29.53.020 and .025 and Sec. 20 of this 
chapter."
Following discussion, Mr. Saylors withdrew his motion.
Mr. Warwick moved that municipalities replace political subdivisions 
in subsection (b) of HB 1, and asked unanimous consent. Mr.
Ferguson objected. The question was called for:

AFTER RECESS 
October 23, 1973 

5:15 P .m.

Yeas: (7) Haugen, Warwick, Saylors,
Freeman, Barber, Specking 

Ose
Nays: (1) Ferguson
Absent: (1) Hillstrand
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Mr. Ferguson moved for the adoption of the following amendment: Delete Sec. 43.56.020, Page 1 Line 22 through Page 2, Line 13, and Sec. 3, AS 29.53.025(a) is repealed.
Following discussion, Mr. Ferguson moved to divide his motion r t  into two parts: No objection, so ordered.
Mr. Ferguson the moved to delete Sec. 43.56.020, Page 1, Line 22 
through Page 2, Line 13. The question was called for, and the vote was as follows:

Yeas: 
Nays:

(2)
(6)

Absent: (1)
And so, the motion failed.

Ferguson, Specking
Haugen, Saylors, Freeman, Barber, Warwick, Ose
Hillstrand

Mr. Ferguson then moved for the repeal of Sec. #3, AS 29.53.025 ( The question was called for, and the vote was as follows:
Yeas: 
Nays:

(2)
(6)

Absent; (1) 
And so, the motion failed.

Ferguson, Specking
Haugen, Saylors, Freeman, Ose, Barber, Warwick
Hillstrand

Mr. Saylors then moved for the repeal of AS 29.53.025(a). Mr. Saylors then withdrew his motion following a brief discussion.
Mr. Warwick then moved that subsection (b) from HB 9 be incor­porated into HB 1. Mr. Barber objected. Mr. Saylors called for the question. Mr. Warwick withdrew his motion.
Mr. Saylors then moved to insert the following language "in lieu of* severance tax’.' on Page 2, exemption #5. Mr. Warwick objected. The question was called for, and the vote was as follows:

Yeas: (2) Saylors, Haugen
Nays: (6) Warwick, Ose, Specking,Freeman, Barber, Ferguson
Absent: (1) Hillstrand

And so, the motion failed.

-72- 10/23/73



Mr. Haugen then informed the Committee members that the Attorney 
General, John Havelock, would meet with the staff at 8:00 p.m. 
in order to draw up the proposed Committee Substitute.

ADJOURN He then adjourned the meeting at 7:05 p.m.
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■
*  PROPERTY EXEMPTED 

BY COMMUNITIES IN ALASKA

‘■'viT'v
'fgivi-

P o l i t i c a l  Subdivision 

City & Borough of Juneau 

City & Borough of Sitka 

Fairbanks N. Star  Borough

Haines Borough 

Ketchikan Gateway Borough 

North Slope Borough

Cordova

*  Hoonah

* dpi 3
M U  I I W

*  Hydaburg

*  Kake

*  Klawock 

Craig

*  St.  Marys 

Pelican 

Skagway 

Valdez

Petersburg

Nome

Wrangell

Yakutat

Property Exempted

Descriotion

Boats & Vessels,  Vehicles

Boats & Vessels

All Personal Property 
(Except Mobile Homes)

Boats & Vessels

Boats & Vessels

Owner occupied 
Single Family Homes

All Personal Property 
(Except Mobile Homes)

All Exempt

All Exempt

All Exempt

All Exempt

All Exempt

Boats & Vessels

All Exempt

Boats & Vessels

A ir c r a f t ,  Boats, Vessels

Personal Property,
Boats & Vessels

Boats & Vessels

Vehicles

Vehicles

All Personal Property

Amount

6,295,025

2.902.000

101,624,615

496.000
4.037.000

841,050

6,317,910
950.000 

5PQ,000
309.000 

577s500 
261,700
444.000 

98,300
337.000
251.500

34,183,570

2.425.000
796.500 

1,809,065
385,080

*  Figures supplied by the State  Assessor
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Sec. 43.56.010 .......
(b) Political subdivisions may levy a tax on the taxable 

property taxable under this chapter not to exceed 200# ox4 
the per capita assessed valuation for the state. A tax 
levied by a political subdivision under this subsection shall 
be credited against the tax levied under (a) of this section.

EXEMPTIONS - Add a new definition (6) on page 10:
(6) "Properties" as used in Exemptions (2) means mineral

A •? v* /-> '* 1 rr ̂ c» o rJ rr  ̂r>f or>o q i* C r»nvul f, \T Tlf*. OY'PSt". a r*\
X U U O X  O O l / L l  X l i  U ^ i U  Q U w  U i 4 V A  m  w  » ' • - ' » ' “  J —  — "  • 1/    “  ~  ~  —  -  —  3

over-ridingiiinterests in oil and gas leases.

*Sec. 2 TRANSITIONAL PROVISIONS
(a) During FY 74 and 75 political subdivisions having a

population of not more than 5S000 persons may levy a tax on theand
taxable property taxable under this chapter/located within their 
boundaries not to exceed 250# of the per capita assessed valuation 
for the state.

#Sec. 3 AS 29.53.025 (a) is repealed.
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PRESENT: All members of the Finance Committee. Several interestedobservers.
HB 1 Chairman Hillstrand called the meeting to order and stated

that last night they had left with the proposition in mind to find a method of modifying the proposed ad valorem measure according to the discussions held. He asked Mr. Hogan to ex­plain what they had come up with.
Mr. Hogan said there were a couple of things he wanted to go over first. He reminded them that when the Governor intro­
duced the bill, in his letter of transmittal he had stated the measure was based on previously deliberated legislation. In other words, he placed a disclaimer on any method of de­vising how it would go. That position is still in effect.Mr. Hogan had worked with Mr. Condon, Assistant Attorney General, on the bill, and he had asked that it be made clear 
that the Governor is not supporting any way to do it. Basic­ally, Mr. Condon feels the method they came up with is work­able and will do what they want it to do.
Mr. Hogan said that the revised copy of HB 1 which he had given them included all of the changes they had agreed to 
except for the change in Sec. 43.56.010(b) which is the L'ey to the rest of the bill. He said it was Mr. Condon's feel­ing that if they separated the types of taxation so that one taxing operation occurs entirely under the municipality and the other under the State, they would find the inequitability taken out of the situation. It was his suggestion to make 
it essentially a State tax bill with very few regulations to the municipalities.
Thus, the bulk of the bill deals with the State's ability to assess and only two or three paragrapns deal with muni­cipalities. This way, the municipalities are free to start taxing now within the thousand dollar per capita limitation using whatever assessment it likes without regard to what the State is doing.
This could be done mainly by deleting subsection (b) on line 17., page 1 and substituting: (b) Municipalities maylevy and collect a tax on the full and true value of taxable property taxable under this chapter at a rate not to exceed that which produces an amount of revenue equivalent to $1,000 per person residing within its boundaries. A tax

HOUSE FINANCE COMMITTEE MEETING
October 24, 1973

8:15 A.M.
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levied by a municipality under this subsection shall be credited against that amount of the tax levied under (a) 
of this section and shall be levied at the same millage rate, using the same assessment methods, applicable to other property taxable by the municipality. Exemptions shall be limited to those set out in AS 29.53.020 and 025 and Section 20 of this chapter.
Mr. Hogan went on to say that on Page 2, lines 18, 21, and 26, municipalities should be substituted where it says political subdivisions, and on Page 3, line 18, they should delete "and 10(b)”.
On Page 7, line 1, he thought it would be advisable for (b) to read "The municipality shall also send to a department”.
Mr. Warwick moved and asked unanimous consent that on page 10, line 22, they delete "or solely for the liquification of natural gas". Mr. Specking objected, and amended the motion to delete only "or solely for the liquification".The question was called on the amended motion. There was no objection, it was so ordered.
Mr. Hogan said there was no need for what had originally been Section 2 on page 11.
There was some confusion as to what had been decided on Section 3 on page 11. Mr. Warwick moved that Sec. 3 AS 29.53.025(a) be placed in the bill as it read. He then read that section.
There was some discussion on the motion. The question was called, and the motion carried 6:3.
Mr. Warwick was concerned the bill was going to preclude various municipalities from taxing properties before the Act goes into effect. He said that on page 2, exemptions 7 and 8 do not allow this property to be taxed before the 
construction commencement date. He asked Mr. Delahy to explain.
Mr. Delahy said these exemptions applied to taxes levied or authorized under this Chapter. Subsection (b) of Sec. 43. 56.010, as changed, authorizes responsibility to levy on 
the property taxable under this Chapter which would seem to bring it within this exemption. He didn’t believe this was the intent.
Mr. Warwick moved they adopt the following amendment on page 2, line 4: after "property", add "taxed under Section
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10(a) of this chapter" and on line 8 after "property" 
add "taxed under Section 10(a) of this chapter.
Mr. Hillstrand objected. He said one of the things he had been impressed by that the oil companies were saying was that whatever deal had been arranged would be off if there were substantive changes. He asked whether this 
would be in the nature of a substantive change.
Mr. Warwick didn't believe it was. If this wasn't put 
in, the municipalities could tax up until the first of the year so there would be a period of maybe a month to a year where the property wouldnt be taxed as it ds right 
now.
The question was called. The motion carried 6:3, and the 
amendment was adopted.
Mr. Saylors was concerned that there were going to be sev­
eral assessors trying to set various assessments on the same types of properties. He thought it would be much better form if the State Assessor would be responsible +o do the assessing on properties described in this chapter and the communities would be responsible for collecting taxes.
Mr. Hillstrand said legal complications could stem from the fact that there was no uniformity of taxing like prop­erty.
Mr. Hogan said another approach might be to exclude all mention of personal property from the definition and just 
include real property.
Mr. Saylors said he would like to make a motion on the concept whereby the State would assess those pieces of real property that are attached to the soil excluding pieces of equipment and the local subdivisions could be the 
assessors of the other property.
Mr. Hillstrand said that if the majority of the Committee was in favor of that concept, they would recess and let Mr. Saylors, Mr. Warwick, Mr. Hogan, and Mr. Wright work on the wording of the motion. The majority of the Commit­
tee was in favor.
Meeting recessed at 9:30 A.M.
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AFTER RECESS
10:05 A.M.

RECESS

Mr. Saylors said that after discussing the concept during recess, he wished to withdraw his motion. There was no 
objection.
Mr. Warwick moved the following amendment: page 2, line21, delete "all other'1 and insert "the following"; line 24, delete "including, but not limited to"; line 25, delete subsection (A); page 3, line 1, delete subsection (C); after subsection (E) add a new subsection to read "taxes on the use of the property". There was some discussion of the motion. The question was called, and the motion failed 5:4.
Mr. Saylors moved that on page 1, line 17, subsection (b) be amended in the first sentence to read "Notwithstanding AS 29.53.030 municipalities may levy and collect a tax on the full and true value of taxable property taxable under this chapter at a rate as valued by the assessment board 
set out in this chapter not to exceed that which..."
The question was called, and the motion carried.
Meeting recessed at 10:45 A.M.

Chairman Hillstrand called the meeting back to order.
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AFTER RECESS 2:10 P.M.

PRESENT All members of the Finance Committee. Several inter­ested observors.
CSHB 1 Chairman Hillstrand called the meeting back to order and 

stated they would continue discussion of the Committee Substitute for House Bill 1.
Mr. Warwick moved and asked unanimous consent that on page 1, subsection (b) after "$1,000 per person" they add the words "per year". There was no objection, it was so ordered.
Mr. Specking moved that on page 4, line 19 they change 
"actual!: to "replacement" and on the same line, delete 
units of production" and substitute "economic life of 
proven reserve".
Mr. Freeman objected.
Mr. Specking said it would give a better value for depre­ciation purposes. Also they would be picking up the value now instead of later on when the oil comes from the well.
The question was called, and the motion carried.
Mr. Saylors moved they report Committee Substitute for House Bill 1 out as presently amended with a "Do Pass" recommendation. The motion carried 7:2.
It was decided that a narrative would be included withthe bill explaining the changes they had made.

CSHB 2 Chairman Hillstrand said they would go on to discussCOMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 2 (Special approp­riation to the Department of Revenue to administer taxes on property used in the exploration for, production of, or pipeline transportation of gas or unrefined oil).
Mr. Fred Boetsch, Director of the Audit Division for the Department of Revenue, was present to testify. He distri­buted a Fiscal Note Request on the bill.
Mr. Boetsch thought the fiscal note stated the justificationfor the appropriation request for the remainder of the cur­rent fiscal year. It also outlines the proposal the Depart­ment of Revenue has come up with for administering the ad
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valorem tax. Basically, they plan to hire staf and a consulting firm skilled in the valuation of oil and gas properties. They think It Is the proper approach to get one of these firms to help to set up the staff and train them. After that they would remain available only for assistance in certain technical areas where it is neces­sary to have their expertise.
Mr. Hillstrand asked whether the fiscal note related to the Committee Substitute. Mr. Boetsch said that the first time he had seen the committee substitute was a few minutes earlier, but it was just for the addition of Sec. 2 which provides for an appropriation of $5 million. He didn't anticipate that would impose any particular burden on the Department of Revenue, although he couldn’t speak for the Department of Community and Regional Affairs.
Mr. Hillstrand asked Mr. Kent Dawson, Fiscal Analyst for Legislative Finance, for his evaluation.
Mr. Dawson said it was very important for the Agency to have enough money and at the same time the Legislature wants to 
make sure funds are spent properly and not too much appropri­ated so that the receiving agency will be tempted to move funds elsewhere. He said they were working with an unknown because they don’t know when construction will begin. The Depart­ment of Revenue is basing projections on January 1. With the introduction of the Committee Substitute, another pos­
sibility comes up whereby they could appropriate now a rela­tively small amount to get going so the Department of Revenue could go out and hire consultants now. The wording could be 
changed so that part of the $5 million could be released to the Dept, of Revenue with the approval of the Governor and the Budget & Audit Committee. The advantage will be they will know when the money is needed. $144,000 is what they could appropriate right now. Then after better information of what is needed comes out, they could go to the Governor and Budget and Audit and get some of the $5 million if they need it.
It seemed to be the consensus of the majority of the Com­mittee that they’d like to have the State administration have enough money to start off right in the assessment pro­cedure. They also decided they’d like to have a Committee Report that would express their intent that the $5 million be used to meet pipeline impact needs of the municipality.
Mr. Haugen moved that send out Committee Substitute for HB 2 with a "Do Pass" recommendation. The motion carried 
6:3.

- 81- 10/24/73



The Committee decided to send along a Letter of Intent 
which would show that the Finance Committee established 
this fund to accomodate impact to communities because 
of pipeline construction as determined by the Governor 
and approved by Legislative Budget and Audit.
Meeting recessed at 3:25 P.M.

AFTER RECESS 
4:00 P.M.

'• • • ■ ■ v "!

Chairman Hillstrand called the meeting back to order 
and stated that they had another matter to consider on 
HB 1.
Mr. Saylors moved that on page 1, line 24 after "at" they 
add "at a rate no higher than" and after "the" they delete 
the word "same"; and on line 25 and 26 they delete "appli­
cable to other property taxable by the municipality." and 
insert "as set out in Sec. 060 of this chapter." There 
was no objection, it was -so ordered.
The Committee then reviewed the written narrative for 
the Committee Report on the Committee Substitute for HB 1. 
They made some changes and asked that it be typed up for 
signature so that it could be attached to the bill.

ADJOURN Meeting adjourned at 4:30 P.M.
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HOUSE FINANCE COMMITTEE
October 25, 1973

2:55 P.M.
PRESENT 
CSHB 1 Chairman Hillstrand called the meeting to order and 

stated that the purpose was to anticipate amendments to 
the bill and prepare themselves to respond to them.
They had before them four amendments which Mr. Fink 
had sent up for.their review.

Mr. Warwick suggested they address themselves to the
one on page 5, line 22 which would delete subsection (3)
as it seemed to be the simplest.
Mr. Warwick said that they had taken out the last part 
of the subsection so that what was left didn't make any 
sense.
It was decided that they should talk with Mr. Condon or 
Mr. Burrell to see if it would be a substantive change if 
they dropped the subsection.
Mr. Burrell arrived at that time and stated that the pro­
vision was requested by the industry primarily to cover 
(other than natural disasters) the fact that after construc­
tion started and during the period when they were being 
assessed, there might be another law suit. He said there 
were so many grounds for law suits that the possibility of 
an antitrust suit or a private suit was great and an injunc­
tion might be granted. The industry feels they may start 
the pipeline and still be enjoined.
Mr. Burrell went on to say that the deletion they had al­
ready made took the sense out of the subsection. What it 
was supposed to say was that if they shut down for 90 days 
then they would have a fourth taken off of the tax.
There was much discussion of the pros and cons of the 
deletion.
Mr. Hillstrand asked whether in Mr. Burrell's opinion, 
the deletion would be considered by the Governor's office 
as a departure in substance from their agreement with the 
industry. Mr. Burrell believed it would be.
Mr. Burrell thought the language which had been deleted 
already should be reinstated. He said what it was trying 
to do was to say if the value of the pipeline^if shut down

All members of the Finance Committee except Mr. Haugen.
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went down then this should be taken into account for 
taxing purposes.
On the question of whether to delete the subsection or 
include it, four were in favor of deleting and four were 
in favor of reinstating the original language.

RECESS Meeting recessed at 4:00 P.M.
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PRESENT 

CSHB 1

HOUSE FINANCE COMMITTEE
October 26, 1973

8:25 A.M.

Chairman Hillstrand called the meeting to order for the 
purpose of considering amendments to CSHB 1.
Mr. Freeman moved and asked unanimous consent that they 
adopt the following amendment:
Page 3, line 3 - After "property” insert "except for the 
sales tax on the first $1,000 of each sale" and delete all 
material in parenthesis and the parenthesis.
Page 3, line 10 - Between the word "operation" and the 
semi-colon insert "(except for the sales tax on the first 
$1,000 of each sale)."
Mr. Warwick objected for the purpose of passing out copies 
of the language.
Mr. Freeman asked Mr. Warwick if this was the same language 
they had in Fairbanks in regard to the present sales tax.
Mr. Warwick said that it was, and that they took care of some 
of the problems administratively.
Mr. Hillstrand asked whether this was applicable throughout 
the State or just in the Fairbanks area. Mr. Warwick said 
that Fairbanks has a $1,000 limitation and Kenai has a $500 
one. He was not sure of the limitations in other places.
Mr. Warwick removed his objection. Mr. Hillstrand objected 
because of the illustration that they buy property in Anchor­
age because they don't have to pay 3-5# sales tax.
Mr. Warwick told him that one of the reasons they put the 
$1,000 limitation on it was because they only tax the first 
$1,000 of each sale. 5# of $1,000 is $50, and he thought 
it a reasonable limitation.
The thought occurred to Mr. Barber that they may use more 
than one invoice to make a $10,000 purchase for example.
Mr. Warwick said that was the sort of thing that would have 
to be handled administratively.
Mr. Hillstrand removed his objection. The question was

All members except Mr. Saylors. Mr. Rob Lewmy represent­
ing Phillips Petroleum was also present.
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Mr. Freeman moved the following amendment: page 5> line 26 - 
After the word "property" insert ", adjusted to take into 
account any diminution in value".
Mr. Ferguson objected.
Mr. Freeman said that as he understood it, it was the thought 
on the part of some of the members that having this language 
in was an overkill, but something the industry thought im­
portant. He didn't think it was that necessary personally, 
because in the case of natural disasters they could have 
access to the courts which would take care of their problems. 
However, if it is a "big deal" with the oil industry, he has 
no objection to having the language back in.
Mr. Hillstrand noted they had had testimony from Mr. Burrell 
saying that it was a substantial change as far as the indus­
try was concerned.
Mr. Ferguson removed his objection.
The question was called, and the motion carried with no 
objection.
Mr. Hillstrand moved they adopt the following amendment:
Page 11, line 8 - After "facilities" before the semi-colon 
add ": "taxable property" does not include permanent resi­
dences or office buildings requiring substantial local gov­
ernment services."
There was no objection, it was so ordered.
Mr. Warwick said there was one more matter that hadn't been
resolved in regard to the liquification plant. He moved 
that on page 10, line 28 they add the words "or solely for 
the liquification".
Mr. Hillstrand objected.
Mr. Warwick said that initially it had been voted out be­
cause they felt the liquification plant was directly in­
volved in the transportation of natural gas. There was a 
relationship between the liquification plant and the trans­
portation of the gas.
Mr. Barber said he opposed the action because the other
immediate large industries located because of the pipeline
come under this bill. He said the proposed El Paso Plant 
contemplates $200 million, and if they are going to leave 
items of property of that magnitude cut of this bill, they

called. There was no objection, it was so ordered.
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would be defeating some of the main purposes of the bill.
He realized that by their action liquification plants are 
defined more definitely than refineries, etc., but he be­
lieved that if they explain in their narrative why they 
are doing it, it would cover the other ancillaries to the 
pipeline operation whether gas or oil.
Mr. Specking failed to see how they could differentiate 
between liquification and other forms of petroleum processing.
Mr. Barber said that another reason for his opposition was 
that historically in Alaska there has been a great deal of 
competition between boroughs and cities fighting for loca­
tion of various industries in their area. He thought this 
competition could be removed by thoughh the bill and thus 
the plants will be based in the best location for it without 
regard to the special benefits certain boroughs or cities 
could give.
Mr. Specking said that this didn't go along with his con­
cept of the whole economic process.
The question was called. The motion failed 5:3.
Mr. Hillstrand noted they had a rider to one of their amend­
ments that he was not familiar with. He wondered whether it 
would show any of the local governments or municipalities to 
disadvantage. He asked how they should rebut that.
Mr. Warwick wasn't sure it needed a rebuttal. However, he 
thought they could point out that although it would effect 
the communities involved, it would allow them a sufficient 
amount of revenue to run their operations.
Mr. Ferguson still thought there was a problem with the 
bonding capabilities of the local governments with respect 
to the $1,000 per capita.
Mr. Hillstrand pointed out they could tell them that all of 
their amendments provided that on non-related matters they 
are not limited. Also they do still share in revenue sharing 
provision policies and the impact for which they are unable 
to cope with, through factual proof, they can share in that 
as well.
Meeting recessed at 9:^5 A.M.
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9:15 a.m.

PRESENT A quorum was present. Staff members J. H. Hogan, Milt Barker, 
Kent Dawson, Rich Guthrie, Bob Grogan. Representatives Degnan, 
Laktonen. Mr. Herb Lehfeldt, City Manager, Valdez, Mr. Robert 
Walker, representing Exon Corporation, and Mr. Robert Underwood, 
Supervisor, State and Local Taxes, Atlantic Richfield Company.

CSHB 4 Chairman Hillstrand called the meeting to order at 9:15 a.m.
The purpose of the meeting was consideration of CSHB 4 (An act 
relating to the oil and gas properties production tax) and 
HB 5 (An act levying an oil and gas regulation and conservation 
tax).
Mr. Homer Burrell, Director, Division of Oil and Gas, and Mr.
0. K. Gilbreth, Reservoir Engineer, Division of Oil and Gas, 
were in Anchorage and unable to present testimony on these 
bills.
Mr. Hogan explained to the Committee that the Committee Substi­
tute for HB 4 does away with lease averaging which would, in 
the original bill, result in a reduction of revenues. The 
CS returns to the current language of the statutes, which com­
putes the tax upon the average daily production for each well 
for the calendar month in barrels. The original bill based 
the tax on total production from each lease or property.
Mr. Hogan stated that the Governor’s concern over the original 
bill was that wells in Cook Inlet all produce from platforms. 
Only the platforms are metered, not the wells; therefore, in 
order to assign production on a daily basis, the wells must be 
tested to prove their producing ability; production is then 
allocated on a daily basis to all wells— according to their 
ability to produce.
Mr. Hillstrand asked if the production tax varied between the 
CS and the original bill. Mr. Hogan said that it did not.
Mr. Robert Underwood, Supervisor of State and Local Taxes for 
the Atlantic Richfield Company, stated that this CS does away 
with the original proposal which provided for lease averaging, 
and reverts back to per-well tax calculation and provides for 
a higher tax.
Mr. Hillstrand then asked Mr. Underwood if the changes proposed 
strayed from the original oil package of legislation which was 
agreed upon by the Administration and the oil industry. Mr. 
Underwood replied that, in his opinion, the changes found in 
CSHB 4, were not large and would not have an effect on the 
original agreement, but that future changes "here and there" 
could possibly have such an effect.
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Mr. Underwood stated that CSHB 4 will result in the severance 
tax being approximately 6% higher than in the Governor's 
original proposed bill. Mr. Underwood stated that the 6% 
would effect Cook Inlet, while the North Slope per-wellhead-value 
will have a 30# increase.
Mr. Walker stated that when the price of the production at 
the wellhead falls below a certain price, then "the cents 
per barrel comes into play". As long as wellhead value is 
above the floor, the percentage schedule is used, the net 
effect being 8% of wellhead value. Mr. Walker said that 
severance tax is paid in accordance with these two schedules, 
whichever is the most.
Mr. Underwood explained to the Committee that wellhead value 
is the remainder after transportation has been subtracted from 
the market cost. Mr. Barber then asked if the delivery point 
of the oil was an option of the oil companies. Mr. Underwood 
said that it seems the market will be on the West Coast, but 
that some conditions could occur to make it attractive to the 
East Coast as well. Mr. Barber then asked if there was a 
possibility of shipping oil to Europe. Mr. Underwood stated that 
he believed the industry made it clear to Congress that the 
oil would not be shipped abroad. Mr. Barber pointed out that 
if transportation determines the wellhead value, and one delivery 
point is further away than another delivery point, then the 
wellhead value will be less. Mr. Underwood said that the delivery 
point is not so much an option of the oil companies as it is 
the market demand. Mr. Barber pointed out that the oil companies 
will go where the price is the greatest.
Mr. Freeman stated that the less amount of transportation would 
mean a greater wellhead value; and wouldn't it then be feasible 
to have.refineries in Alaska and move the finished product 
rather than the crude oil.
Mr. Hillstrand asked Mr. Underwood and Mr. Walker if they could 
provide the Committee with a worksheet reflecting the various 
costs going into the determination of wellhead price, as a basis 
for various taxes, levies, royalties, etc., that the State can 
expect to receive for a barrel of oil of various gravities. Mr. 
Walker stated that it was difficult to provide such Information 
in terms of tariffs or transportation costs. Mr. Hillstrand then 
said that he wanted factors rather than the actual figures. He 
then said that the pipeline originally had been tabulated at a 
cost of $700 million and will now cost from $3.5 to $4 billion.
He pointed out that although the end result of cost is different, 
the factors in determining the cost are not. Mr. Walker told 
the Committee that the primary factors in general are: 1) the
pipeline tariff; 2) terminal handling charges; 3) tanker tariffs. 
Mr. Walker explained that these factors are subtracted from the 
market value, which results in the determination of wellhead 
value.
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Mr. Walker then stated that the factors used to determine 
tariffs on the pipeline were extremely involved and will be 
governed by the Interstate Commerce Commission.
Mr. Haugen stated that he wished to hear proponents of the 
cents per barrel schedule as well.
Mr. Warwick then asked Mr. Underwood if Alaska is currently on 
the cents per barrel schedule now. Mr. Underwood said no, but 
it is, at present^ on the law books. He explained that Cook 
Inlfc.t wellhead value is now abo"^ the floor, and therefore, the 
percentage basis is used.
Mr. Warwick then referred to a table provided by Mr. Burrell, 
Director of the Division of Oil and Gas, which was entitled 
"Crude Oil Price and Average Daily Well Production, State of 
Alaska". Mr. Warwick pointed out the discrepancy found be­
tween Granite Point's API Gravity of 38.5 and Wellhead Price of 
$2.39 and Trading Bay's API Gravity of 29.0 and Wellhead Price 
of $3.09. Mr. Underwood stated that many kinds of pricing 
situations existed at one time or another, but he thought some 
of this imbalance has disappeared as time has gone by. Mr. 
Underwood said that his company, Atlantic Richfield, owns 
20% of the oil production in the Kenai Borough, and their 
average price last month wn^ $3.65. He added that his company 
also owns an interest in Granite Point, and he had serious 
doubts as to whether they were paying taxes on $2.39. Mr. 
Underwood then stated that he could not justify the •discrepancies 
in the prices, but that the Attorney General was currently 
looking into the difference in prices.
In reply to Mr. Hillstrand, Mr. Underwood stated that the 
anticipated wellhead value, while determined by the three 
very broad (previously mentioned) factors, can be summed up 
in just one factor, that being transportation charge from 
the wellhead to the point of sale.
Mr. Hillstrand stated that 1970 testimony had shown that the 
West Coast had a 500,000 barrels per day need. He then said 
that instead of shipping the oil to a California delivery 
point, such as Los Angeles, the oil can be shipped to Japan 
as (for example) payment cf pipeline materials. He then asked 
Mr. Underwood what effect the shipping of oil to Japan would 
have on the income of the State. Mr. Underwood stated that 
it could result in a higher wellhead value. Mr. Underwood 
then said he doubted that Congress would give the pipeline 
permit to Alaska if they knew the oil was going outside the 
United States. Mr. Hillstrand stated that much has happened 
since 1970, but he asked Mr. Underwood what the State would do 
with the balance of its oil. He explained that Alaska will 
produce 2.5 million barrels per day, and that the West Coast 
will need only 500,000 of that amount. Mr. Walker replied that 
due to the testimony he heard from other industry people 
speaking before various Special Session committees, he under­
stood that by the time Prudhoe Bay and the Transalaska Pipeline
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are capable of producing and transporting 2 million barrels per 
day, there will be a market on the West Coast for all of the oil.
Oil that would normally come in to the West Coast from other places 
would be delivered to (for example) the Texas Gulf Coast.
In reply to Mr. Freeman, Mr. Underwood stated that the term "gross 
value" is synonymous with wellhead value in terms of severance arid 
production taxes. Mr. Freeman pointed out that if points of delivery 
are different, the gross value will be changed continuously. Mr. 
Underwood replied that he was not sure what the price would be, but 
that it will be a West Coast price and will be determined so it is 
fairly stable.
Mr. Underwood claimed that Committee Substitute for HB 4 amounted 
to a 30# increase in severance tax. Mr. Warwick countered that the 
Governor’s bill, as originally introduced, would have increased 
cents-per-barrel severance taxes slightly but would have offset this 
with a provision that allowed "averaging" of well production. He 
contended that with the price of oil projected to increase over the 
next several years (therefore ruling out the probability of opera­
ting on a cents-per-barrel floor), the net effect of the "proposed 
increase in taxation" would be not the 30# but the 8$ (plus or minus) 
increase estimated to result from the disallowance of well production 
averaging. Mr. Warwick further commented that production averaging 
is not in the law now and thus, change from the existing law is nil.
Mr. Freeman then stated that CSHB 4 consists of the following: 1)
gross value tax percentage based on wellhead value; 2) floor based 
on cents per barrel.

HB 5 The Committee then considered HOUSE BILL 5 (An act levying an oil and 
gas regulation and conservation tax).
Mr. Warwick asked Mr. Underwood if other states have a conservation 
tax, or would the severance tax cover it. Mr. Underwood replied 
that mcst states do have a conservation tax. Mr. Underv/ood added that 
usually the taxes are generally dedicated.
Mr. Urierwood and Mr. Walker both stated that they held no position 
on HB *3.

RECESS With unanimous approval, the Committee recessed at 10:45 a.m.
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HOUSE FINANCE COMMITTEE
October 29, 1973

8:30 A.M.

PRESENT 

HB 5

EXECUTIVE
SESSION

Mr. Barber, Mr. Freeman, Mr. Haugen, Mr. Warwick, Mr. Specking 
and Mr. Hillstrand were present.
Chairman Hillstrand called the meeting to order and asked 
that a form be sent to the floor leader requesting they be 
excused from roll call because of the fact that they were in 
room 421 working on HOUSE BILL NO. 5 (An Act levying an oil 
and gas regulation and conservation tax).
The Committee went into Executive Session at 8:35 A.M.
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HOUSE FINANCE COMMITTEE 
October 30, 1973 

8:15 a.m.

PRESENT All members with the exception of Mr. Hillstrand. Staff 
members J. H. Hogan, Milt Barker, Kent Dawson. Mr. Tom 
Fink, Speaker of the House of Representatives; Representa­
tive McVeigh; Mr. John Havelock, Attorney General; Mr. 
Larry Eppenbach, Department of Revenue; Mr. Herb Lehfeldt, 
Valdez City Manager; Mr. Tim Bradner, Lobbyist, British 
Petroleum; Mr. Homer Burrell, Director, Division of Oil 
and Gas.
The meeting was called to order at 8:15 a.m. The purpose 
of the meeting was consideration of Mr. Fink’s proposed 
Committee Substitute for HB 4 (relating to oil and gas 
properties production tax).
Mr. Fink referred to copies of his proposal and various 
revenue and production tables submitted by Mr. Burrell and 
Mr. Eppenbach,(see Pages 99 through 110 of the minutes).
Mr. Fink stated that the theory behind his proposal was that 
Alaska can collect as much money on its oil as do Texas, 
California, and Louisiana. He said that Texas collects 
16 and 2/3 in royalties, has a 4.6# severance tax, and 3# 
ad valorem tax for oil in the ground; Louisiana collects 
16 and 2/3 in royalties; California collects 16 and 2/3 
in royalties for the first hundred barrels, and 50# over 
500 hundred barrels. California has no severance tax, but 
does have a conservation tax. Mr. Fink stated that Alaska 
should not collect anything less than 20 to 25#. Mr. Fink 
then said that the theory behind the Administration’s Com­
mittee Substitute for HB 4 was that they are charging what 
they feel the state needs for revenue. Mr. Fink said he 
felt that Alaska should charge the same price other states 
charge, but should not charge as much as do foreign countries.
Mr. Fink referred to the escalation clause in his proposal 
which states that whenever the price for the same gravity of 
oil in Long Beach, California exceeds 404:, then the table is 
adjusted upward.
Mr. Fink stated that the Governor’s bill does away with lease 
averaging. He told the Committee that his proposal advocates 
averaging and results in approximately 31<t per barrel, which 
is higher than the Governor’s Committee Substitute.
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Mr. Fink then pointed out discrepancies in prices reflected 
on the table entitled "Crude Oil price and Average Daily Well 
Production, State of Alaska". He stated that for the same 
gravity of oil, they are paying 50# more in one field than 
in Granite Point. Mr. Fink said that he saw no basis for the 
same gravity of oil having a different wellhead value - anywhere 
in Cook Inlet.
Mr. Fink then stated that another difference between his pro­
posal and the Governor’s bill was that Mr. Fink had deleted 
payment of &.05» for each barrel of oil, out of royalties as 
required under the revenue-sharing provisions of the Alaska 
Native Claims Settlement Act in the Alaska Native Fund. Mr. 
Ferguson asked Mr. Fink how those payments would be made if 
Mr. Fink's proposal deleted that clause. Mr. Fink stated 
that payment would be made through the General Fund as re­
quired by federal law.
Mr. Fink said that he used the Administration's original 
concept of averaging because it is easier to measure the oil; 
there is no point in measuring every well.
Mr. Fink then said that in 1967 the oil and gas severance 
tax was 1#; he said the argument then was "don't raise the 
tax until Cook Inlet is developed." Mr. Fink said the 
present argument is "don't raise the tax until the North 
Slope is developed." Mr. Fink said this could go on until 
the last field is developed,
Mr. Barber asked if there was any great divergence between 
Mr. Fink's proposal and the Governor's bill with regard to 
the measuring of oil production. Mr. Fink stated that the 
Governor's original bill and Mr. Fink's bill advocate lease 
averaging. The Governor, however, found that the averaging 
amounts to an 8# reduction in money; therefore, the Governor 
devised a Committee Substitute.to take out the averaging.
Mr. Fink's proposal increases the cents-per-barrel and makes 
it easier for the state and oil industry to measure oil 
production.
Mr. Fink explained that an attempt to escalate the cents- 
per-barrel has been made over the years; the Long Beach 
California price is the reference point used in this bill.
Mr. Fink said that whatever one thinks is a good average 
price, escalation should be taken advantage of. In re­
sponse to Mr. Warwick, Mr. Fink replied that if the Long 
Beach price falls, it won't effect Alaska's formula because 
the bill provides an escalation clause only, not a de-escalation 
clause.
Mr. Barber noted that Mr. Fink's Committee Substitute provided 

for wells which cannot meet requirements of 100 barrels per day.
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Mr. Barber asked how many wells on a platform provide 100 
barrels per day. Mr. Fink said that he didn't think there 
were any. Mr. Burrell stated that there are very few wells 
producing that amount, but it would not have any marked 
effect on this proposed legislation. Mr. Burrell said that 
the good wells on a platform "carry" the bad wells, and 
the bad wells are left operating; if those wells are in 
need of repair, however, they will probably be discontinued.
Mr. Freeman then asked Mr. Havelock if he had had time to 
study Mr. Fink's proposal. Mr. Havelock stated that he had.
Mr. Freeman then asked if Mr. Havelock had found any fault 
with the figures and facts as presented in Mr. Fink's pro­
posal. Mr. Havelock stated that the one over-riding problem 
is the measuring against out-of-state (Long Beach, California) 
prices, because this results in making the Alaska statute 
unconstitutional. Mr. Havelock said that there was nothing 
wrong with Mr. Fink's proposal as far as figures were concerned.
Mr. Burrell then stated that the wellhead price found in his 
letter to Mr. Fink is only a tax price. The discrepancy 
pointed out previously by Mr. Fink with regard to Granite 
Point and another site is based on exorbitant transportation 
cost.
Mr, Havelock stated that the State can avoid the problem of 
making the statute unconstitutional by going back to the well­
head price. Mr. Freeman then asked if the cents-per-barrel 
rate set in this bill is considered a contract; does this 
preclude the Legislature from changing it next year? Mr. 
Havelock stated that the state's taxing power cannot be con­
tracted away. He suggested that the Legislature should come 
back and figure the tax that should be levied after looking 
at real prices rather than projected figures.
Mr. Fink stated that the 10# Long Beach concept is uncon­
stitutional, it would not render the rest of the bill in­
effective due to the severability clause. Mr. Havelock said 
thac was correct, but he would prefer to see everything 
straightened out now, and not have the bill hinging on a 
severability clause. Mr. Fink stated that the escalation 
clause was necessary; Alaska needs a method for automatic 
escalation. Mr. Fink said that the oil industry wants this 
package to go through, and it is important to try to get one 
through that provides for escalation.
Mr. Havelock stated that he was not criticizing the escalation 
clause; he stated that it was unconstitutional to impose a 
tax on interstate commerce.
Mr. Warwjck suggested using Tesoro prices, wh3ch would not be 
an out-of-state reference point for pricing. Mr. Fink agreed.
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Mr. Haugen commented that he thought it was about time to make 
up their minds on what they think the oil fields are worth.
Mr. Havelock noted that the Governor's initial bill was designed 
so that there would not be a substantial tax increase in Cook 
Inlet. However, by moving away from the unit or lease, there has 
in effect been an $800,000 to $1,000,000 of increased taxes to 
Cook Inlet.
Mr. Burrell asked to comment on the economic aspects of the bill.
He polptedi&eutr.soDi^ ofethe differences between Mr. Pink's bill 
and the Governor's Committee Substitute. He especially spoke 
in regard to Definitions 8 and 9 on page 4 of the Governor's CS.
He said they were trying to get the point of instance of taxa­
tion and royalty at the same place because if they don't, they 
will have two different production lines. Therefore, they need 
the definitions for 8 and 9.
Mr. Burrell then passed out copies of the regulations which they 
promulgated to administer this tax law on a per well basis. (See 
page 98 of the minutes.)
They went on to discuss some of the definitions and their necessity. 
Mr. Warwick wondered whether they hadn't defined "property" as 
something different in HB 1. He noticed that it didn't say any­
thing about unitification. Mr. Burrell said there was no reason 
why they couldn't use the definition out of HB 1 although he 
did think it would be better to cover units also.
Mr. Warwick asked about "API Gravity" and "Gravity". Mr. Burrell 
said that API Gravity was the standard definition and while the 
other definition of gravity would suffice, the API definition was 
the better one.
Mr. Burrell suggested they go back to the definitions used in 
the Governor's bill where relevant.
Mr. Hogan asked whether the definition of "produced" and "pro­
duction" on page 4 would mean that if gas, in particular, or oil 
were used on the lease, it would be taxed and a royalty payment 
extracted. Mr. Burrell said no.
Mr. Hogan said the only reason for keeping taxing payments separate 
from royalty would be if the Committee wanted to tax the oil that
was used on the lease. Mr. Burrell agreed.
Mr. Specking asked what kind of volume they were talking about.
Mr. Burrell raid it was mostly very little, just for power and
fuel .
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Motion Mr. Ferguson moved and asked unanimous consent that they take
^  Representative Fink's bill as a Committee Substitute.

Mr. Freeman objected. He asked whether this meant they would
use his bill as a basis and work it over into a new form.
Mr. Ferguson said that was right.
Mr. Freeman removed his objection.
The question was called. There was no objection, it was so 
ordered.

RECESS Meeting recessed at 9:55 A.M.
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ARTICLE 5. OIL A N D  G A S  
PROPERTIES PRODUCTION T A X

Register 44, January 1973 REVENUE

15 A A C  05.660. N U M B E R  OF OIL WELLS. 
The flow stream of oil from each rpparule pool 
completion shall be deemed production from 
one well, except that where flow streams arc 
commingled in the well bore the commingled 
stream shall be deemed production from one. 
well unless production from each pool is 
separately measured in accordance with sec. 670 
of this subchapler. (Eff. 1 /2/71. Reg. 36)

Authority: AS 43.55.010

15 A AC 05.670. DAILY PER W E L L  OIL 
PRODUCTION, (a) Daily per well oil 
production shall be the total oil production per 
calendar month from each well divided by the 
number of days in the month either measured or 
allocated on the basis of well tests.

(b) Allocated daily per well oil production shall 
be substantiated by measurement of each well’s 
production rate. Such measurements may be 
taken at any time, but are required to be taken 
on each oil well once during the first six months 
and once during the last six months ol each 
calendar year with not less than 120 days 
elapsing between such required measurements. 
Required measurement shall be taken over a 
period of representative indication of the well’s 
ability to produce, and the results of each 
required measurement and any measurement 
substantiating a change in allocated daily per 
well oil production shall be sworn to and 
provided the Divison of Oil and Gas of the 
Department of Natural Resources within 30 
days upon forms prescribed by the Division of 
Oil and Gas.

15 A A C  05.660 
15 A A C  05.700

15 A A C  05.650. LEASE IDENT1FCATION 
NUMBER. TIi-j Department of Revenue may 
require the person paying the tax to include an 
identification numb ;r on the statement filed. 
(Eff. 1/2/71, Reg. 36)

Authority: AS 43.55.130

15 A A C  05.690. SALES PRODUCTION 
RATIO. The tax payable shall be determined by 
multiplying the tax levied by AS 43.55.010 or 
AS 43.55.015, whichever is the higher, by a 
fraction the numerator of which is the number 
of barrels oT oil removed or sold from each lease 
or property during the month, and the 
denominator of which is the number of barrels 
of oil produced from that lease or property 
during the month. (Eff. 11/9/72, Reg. 44)

Authority: AS 43.55.010 
AS 43.55.015

15 A A C  05.700. DEFINITIONS. Unless the 
context otherwise requires the words used in 
these regulations shall have the same meaning as 
set forth in Alaska Statute 31.05.170 and 11 
A A C  22.570. (Eff. 1/2/71, Reg. 36)

Authority: AS 43.55.110

(c) Each operator shall endeavor to schedule 
required measurements of the production rate of 
each well in a field adequately in advance so as 
to enable representatives of (ho Division of Oil 
and Gas to witness the taking of measurements, 
and :,l least three days’ advance notice to the 
Division of Oil and Gas is required.

(d) The Division ot )il and Gas may require 
additional measureiiKv.is to substantiate each 
well's production rate at any reasonable lime. 
(BIT. 1/2/71, Reg. 36)

Authority: AS 43.55.040
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Original Sponsor: Rules Committee by
Request oi' the Governor

IN THE HOUSE

CS FOP. HOUSE BILL NO. 4 

IN 'iHE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

A BILL

For an Act entitled: "An Act relating to the oil and gas properties

production tax; and providing for an effective date."

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

* Section 1. AS 43.55.010(a) is repealed and re-enacted to read:

(a) There Is levied upon every person producing oil or gas a tax on 

each barrel of oil produced within the state and on the gross value at 

hbo v;ell cf ail gas nroriuced vjithin the state, both less any part or 

value of any part the ownership or right to which is ex Ginns irora 

taxation. The tax is upon the whole production, 3 nnludi/ig what is

commonly known as the royalty interest, and is levied according to the

following schedules:

(1) Oil —  based upon the average daily per well production 

and the average gravity of the oil sold from each lease or property 

for the calendar nonth in barrels, the tax on each barrel of oil 

.produced is:

PRODUCTION RATE
1000 BPD

0PAVTT”

20°9 and below 

21.0° - 23.9° 
2*1.0° - 26.9? 
27.0° - 29.9° 

3 0.0? - 32.9° 

33.0° - 35.9° 

36.0° - 30.9°

1000 BPD 
OR LESS

1001-2000
BPD

2001 BPD 
OR MORE

.211 .282 .352
\ .

.218 ' .291 . 3 6 k

. 2 2 6 .301 .37 6

. 2 3 3 .310 .388

. 2 •') 0 .  320 . U o o

.330 .1*12

. 2!„Ui .339 J \ 2 h
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3 9 . 0 °  -  i l l , 9 °  . 2 6 2  . 3 JI9 . ' 1 3 6  .

42.0° and above . .269 . 3 5 8 .448
(2) Oil —  for v;clls tested and found incapable of producing 

more than 100 barrels in average daily production, the tax shall be 
one-half the amount shown in (1) of this subsection for production
of 1,000 BPD or less.

(3) Oil —  if 10% of the average price for California Long 
Beach crude oil 30.0° - 30.9° gravity exceeds $.40, the tax for oil 
of 30.0° - 32.9° gravity from wells producing 2001 BPD or more as 
shown in (1) of this section shall be increased to a cents per barrel 
equivalent to 10̂  of the average price for California Long Beach 
crude oil 30.0° - 30.9° gravity. The cents' per barrel taxes in the 
other production ranges shall be increased by the same percentage.
The department shall adjust and post the tax rates accordingly at 
least semi-annuflly.

(4) Gas —  the tax rate shall be four per cent of the gross 
value of the gr.s and liquid products produced.
* Section 2. AS 43.55.010(e) Is repealed.
* Section 3. AS 43.55.015 is repealed.
- Section 4. AS 43.55.140 is amended by adding new paragraphs to read:

(6) "the ownership or right to.which is exempt from taxation" 
means any ownership interest cf the federal government cr thr state;

(7!» "gravity" me; is the API gravity of oil measured at 60°P.
\and is determined by the following formula:

~ ~ Specific Gravity = 1 41. ̂ _____ _________
131.fi '<■ API "Gravity

(8) "average price for California Long Beach crude oil" means 
the price obtained by averaging the price per barrel of crude oil 
paid by the three largest purchasers of California Long Beach crude oil
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of 3 0 .0° - 30.9° gravity.
(9) "average daily per well production" weans the amount 

calculated by dividing the total number of barrels of oil produced 
from each lease or property during the calendar month by the number 
of 24 hour days each well produced on the lease or property any time 
during the calendar month;
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• V  - /
§ 43.55.010 A l a s k a Statutes Supplement § ‘13.55.010

A
o r - p r o p e r t y - i m  t h c ' s t a t c r l e s r l h e ' v a l t i c ' o f ' n n y ' p n r t -  t h e - o w n c r s h i p -  

or r i g h t  to which is  ex e m p t  f ro m  taxat ion.  The  l a x  is d e t e r m i n e d  

a c c o r d in g  to the fo l l o w i n g  schedules,  a n d  a n y  p a r t  w h i c h  is ex ­

e m p t  f r o m  t a x a t i o n  is  deducted f r o m  the  tax  levied on a  p r o  rat-3 

basis  a s  to each p r o d u c t i o n  level t a x  b r a c k e t  r

( 1 )  oil: based u p o n  th e  avc e daily prod uct io n fo r  e a ch  well 

f o r  th e  c ale nda r  m o n t h  in b a r r e n ,  the t a x  is

( A )  t h re e  p e r  c e n t  on the f irs t  3 0 0  ba rr e ls ;

(13) live p e r  c e r t  on  the n e x t  7 0 0  b a r r e ls ;

( C )  s ix  pe r  cent; on  the ne xt  1 ,500  b a rr e ls ;  a n d

( D )  e ig ht  p e r  c e n t  on all product ion in excess of  2 ,5 0 0  b a r r e ls ;

( 2 ) - ' g a s :  the  r a t e  is  four  p e r  cent  of the  gro ss  value o f  the g a s ’’ 

ar .d- j icvj id-products-produced------------------ — -

( b )  P a y m e n t  of  t h e  tax  is in lieu of all ad valor em  t a x e s  n o w  or 

h e r e a f t e r  imposed by th e  s ta te  or  any of political subdivis ions  

upon

( 1 )  p r o p e r t y  r i g h t s  a t tached to or i n h e r e n t  in the  r i g h t  to p r o ­

duce oil or  gas,  ■

( 2 )  p ro d u ci n g  oil o r  gas leases,

( 3 )  [deleted]

( ! )  oil and ["'■r prndnend in the s t a t e  upon w h i c h  g r o s s  pr od uc ­

tion ta x e s  a r e  pa id,  a n d

( 5 )  an i n v e s t m e n t  in pr oper ty  descr ibed in t h i s  sect ion.

( c )  An i n t e r e s t  in the  land not  descr ibed in t h i s  s c ct i cn  shal l  bo 

as sessed and t a x e d  a s  other  p r o p e r t y  w i t h in  th e  t a x i n g  d i s t r ic t  in 

wh ic h th e  p r o p e r t y  is located.

( d )  T h e  gr o ss  prod uct io n t a x  is not  in lic-u o f  income tax e s  or  

excise taxes  upon  t h e  retail  sale of oii a nd  gas  pr oducts .

i ( e )  I f  on a t a x  p a y m e n t  da te  the  a m o u n t  of  t a x  due  u nde r  

( a )  ( 1 )  of th is  s e c t i o n  is less t h a n  the  t a x  due u n d e r  § 15  of  this 

c h a p te r ,  the t a x  levied in 5 5 5 of this  c h a p t e r  is p a y a b le  a nd  the 

t a x  levied in t h is  sect ion need not  bo paid.  ( §  2  c.h 7 E S L A  1955;  

a m  § 1 ch 110  S L A  1 96 3;  am  § 1 ch 2-17 S L A  1 9 7 0 ;  a m  §§  1— 3 ch 

101  S L A  1 97 2;  a m  § -19 ch 53  S L A  1 9 7 3 ) J

Effect of aineiuinuT'.t-s.
The 197:1 air.omkncnt, ejTcc'.ivc .'uly 

1, IC‘72, in sub.-c.lie:. (,i), ?u
“the producer cf" for "every person 
produrinr” in the first sent :.\ce, r.ub- 
stitutcd “removed or sold from c-ach
lease or property prcuucea in
that ser.Urce, rewrote the second 
Dcnter.ce, dnlctcd “per-wcdl” preceding 
“production" in the introductory ian- 
H o f  paracraph ( 1) ,  and inserted 
‘‘.for each well" therein. The r.mc-nu- 
inent also ibdi'iod item (3) i.t subsec- 
tion lb) and added su b .; cticrs (e).

The 10?.'l r.inendment substituted

“or t r y  of its political subdivisions’* 
for “cities, towns, school districts, 
and other local covert: nu-nt units” in 
the introductory ia::^ur.:;e in subjec­
tion (b),  substituted “produce” tor 
"producinr;” in paragraph (1) of iL'.fc 
subsoctioa, r.?:u deleted par&grAjtf 
( )  of that subsection.

Ler.is-lative committee report*.
I"or rcnort on ch. 101, SLA .1072 

(FCCS liC i 'P. 3 09),  see 1072 llcuva 
Jc.un-.a!, p. For report on ch. £-■»

■ i . .  i

!>ju: e
(C.Slii) see

iournni, pp. . . .  r OOo.
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pro rata

each well

3.55.010

') barrels; 
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^divisions

ht to pro­

ps prouuc- 

•>n.
0:1 shall be 
district in

ne taxes or
5.

due under 
: 15 of tli is 
j’e and the 
.SLA 1955;

C C*SbC 0, j _ 3 ch

rubdi visions" 
.Dol d i s t r i c t s ,  

v.cnl ir
.::o in sulsoc- 
••rroducc” lor ••n (1) of fhcit 
:d paragriijih

report?.
.J!, SLA 1072 
:e 5072 House 
■’ort on ch. (>3, 
J),  see 1973 

3, SS3.

g

,4

f •• •..

5 .53.55.015 R evenue a nd Taxation § 43.55.020

S\
\s

in

I Sec. <13.55.015. Tax per barrel of oil. (n) There is levied upon 
the"producer of oil a tax 011 carh barret of oil removed or sold from 
each lease or property in the stale less any part the ownership or 
ri;:ht to which is exempt from taxation. The tax ,s based upon th 
average daily production for each well for the calendar month ii 
barrels determined according to the following schedule and any 
part which is exempt from taxation is deducted from the tax levied 
cn a pro rata basis as to each production level bracket:

(1) Before July 1, .1950,
( A )  ?  .45$ on th e  f irs t  3 0 0  barrels;

( E )  S .51.1 0:1 t h e  n e x t  7 0 0  barrels;

(G) S .533 on the next 1,500 barrels; •( D )  $ .591 on all production in excess of  2 ,500  barrel

( 2 )  On and a f t e r  July  1, 19S0,

( A )  $ .432 on the first  S00 barrels;

( 3 )  S .‘xS2 on the  nex t  700  b a r r e l s ;

(C) $ .507 on th e  n e x t  1,500 barrels;

(D)  $ .557 on all pr oduct ion in excess of 2 ,500  barrels.

(L) In computing th e  tax  payable un de r  this  section t h e  p r o ­

ducers of  oil may dedu ct  f ro m  the am ount  owing the value of the 

r. yahy share  paid or  hy f t v  pr oduce r  in an a m o u n t  up

to one-eighth of th e  value of all the oil produced. v :r a n y  lease

where a s ta te  royal ty of  a lc-sser percer.tag: is payable,  the deduc­

tion allowed shall be ad jus te d to equal one-eighth of the value of 

the oil produced.

(c)  The tax  levied by  this  section shall  be adminis tered and 

paid in the same m a n n e r  as :he tax levied in § 10 cf  this chapter.

(d )  I f  0:1 any t a x  p a y m e n t  date  th e  a m o u n t  of t a x  due under  

( a )  of this scction is equal to or  less than the  tax due un de r  § 

l (J ( a ) ( l )  of  this chapter ,  the  tax levied in § 1 0 ( a ) ( 1 )  o f  this 

chapter is payable a nd  the  t a x  levied in this section need not  be  

paid,

(e)  When the t a x  levied unde r  ( a )  of  this section is payable,  

f 'ate royalties of an a m o u n t  equal to $ .05 fo r  each ba rre l  of oil 

L'lxr-d shall be paid, p u r s u a n t  to the revenue-sharing provisions of 

< ■' of the Alaska Nat ive  Claims Set tlement  A c t  (PL 92-203;  85  

>v 'at. CSS; 43 U.S.C. 1G01 et  sen. ) ,  into the Alaska Nat ive  F u n d  

u-lil all amounts paid  into the fund equal £500,000,000.  ( §  4 ch 

l ° l  SLA 1072)"  j

.f^tciivp thtc.—Section 13, ch. 101, report on ch. 101, SLA 1D72 (FCCS
■ ̂  ^ '•-. tJrovHos: “This Act ta’rcs 1 Co), see liil2 House Journal,

' July 1, I.07.V’ j-,. nr,,j.
‘-fCishtiie cciiinultec report.- Ter

^ CT* 43.55.020. P a y m e n t  of tax.  ( a )  The gross  production l a x  

f a  oil or gas shall be paid monthly. Th ' tax is due on the last  day 

' f each calendar mon th on or  iras removed or sold f r o m  each

157
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The Honorable Tom Fi'mC 
Speaker of the House 
Alaska State Capitol 
Juneau, Alaska 99801
Pear Representative FJ.nic:

- . ..... r of Oo.f-oher 21. 1373 . I am sending you the
j  V.A 1. »■> l i C k  U U  U W  ^  O  - ' - 1  _ #

attached revenue estimates comparing production taj; revenue under cxistJ.n'j 
rates, the Governor's proposed rates, and the cents per barrel rates you have 
proposed in the '.raft: of CSHB 4,

These projections i?ere completed by hand as our computet program 
is not capable of accepting the wiue variance in rates.

Very? truly yours-pv ^  0// ) /  / ]  
a \/y M s  /  / /

^  Lawrence C. Epranbach
Deputy Contnis s ioner, Treasury

LCE:gc 
Enclosure
cc: Governor Egan

r
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Production T.r-: Revenue 
(millions o: dollars)

Most L-kely Casa

Current
Proposed*
Fink Measure**

1974 1975 1976 1977 197S ‘ 1979 1980 1981 1932 19S3
11 10 10 10 58 118 141 158 174 187
12 11 11 10 65 131 142 158 175 137
14 a 16 16 148 274 ’ 309 335 362' 392

Ii—10 ui1

Assumptions:'
a. Dost likely ca; e price increases 25? per barrel per year.
fc, Cook Inlet production from McArthur River at 1,000-2,000 barrels per day vith 

other at 0-1,000 barrels per day. Average gravity 25 .
c. North Slope production, Prudl.oe at 1,7 million barrels per day from greater than 

2,CC0 barrels per day vzelis vith other production from l.,GG0-2,000 barrels per 
day valla. Prv.dhoe gravity 27u other at 23°,

Without unit averaging 
** VJith unit averaging

H
o\U)
o\-JU)



T. Fink - Second Draft
/'1

COOK INLET NORTH SLOPE

Gravity cf/J i per bbl. Total Gravity £ ner b b l .

29.0 7-4 .233 1.7242 2 7. 0 .388

31.7 3.0 24 7 ° >

34.5 55-1 . 412 22.7012

35.0 13-7 .247 3.3839

36.0 11.6 .31 3.596

33.5 6.0 .254 1.524

42.0 /*> r\ — f
99*7

n C r»* C. \J J . 7801 
34.4294

LO CO CO100 34.42 cjlj = Average .344292

Minus 8?> factor .02754 33 .03104

Net Average .3167487 .35696

Statewide Average
200.,000 Cook Inietx \

>  .3533044
2,000,000 North Slopes/
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Division of Oil and Gas 
3001 Porci.it:iac; Drive 
Anchorage, Alaska 90501

October 18, 1973
Honorable Tom Fink
Speaker, Alaska House of Representatives 
Pouch V
Juneau, Alaska 99801 
Dear Tom:
Your letter was received October 10, while we were finalizing 
data, charts and exhibits for the Administration's presentation 
today, hence the delayed reply.
Attached are three tables, the first of which is entitled "Crude 
Oil Price and Average Daily Well Production, Gcate of Alaska 
This should answer your question No. 1 and. '-he first part of 
No. 3, except that we overlooked calculating the po.rr.ontnges of 
each Cook Inlet gravity. This can easily be done by your staff.
The second table, unlabelled, shows Octobcr 1972 and October 
197 3 posted prices for Prudhoe Bay gravity oil at the well in 
the Long Beach Oil Field. It also shows the prices for the 
weighted average Cook Inlet oil, for the same two months, based 
upon the average price paid the State by Tesoro. This should 
answer your question Ho. 2, except that we have no information 
as to the value of these crudes at Seattle.
The third table, entitled "Calculations . . . "  shows a sample 
calculation for a 10,000 B/D Prudhoe Bay well producing 27.0°
API gravity oil, as assumed to arrive at the 2 5 per barrel 
average tax.
Please let us know if we can provide any further information. 
Again, we apologize for the delay in getting this material to 
you.

Sin r/e r e 1 y,
Homer L. Burrell 
Director
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C r u d e  O il  P r i c e  a:id A v e r a g e  D o l l y  

V.'g ! I P r o d u c t i o n  

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

Wei I hea d

F i e l d

G r o s s  P r o d .  

___ ( B b l s )  *

V.'orki ng

! n t o r o s 1 

( O b i s )

P r i c e  

!■ 9 - 1 - 7 3  

( S )

W e ! 1 h e a d  

*  Va 1 ue  

( 3 )

Mo. 

Wei i s

Do Is/We 

Aunus-

1 1 /  day API 

f  G r a v i t y

Gr.  P t .

Amoco 

Mob • !

2 1 0 7 9 0  

. 1 9 1 8 3 !

191441

I3 2 2 3 7

2 . 3 9 4

3 . 7 2 7

4 5 8 3 1 0

6 7 0 3 8 4

16
o

4 4 !

6 2 3

3 8 . 5
/.o r>■ > *- • v.>

M c A r th u r  R. 3 5 4 5 2 3 1 3 1 0 2 0 7 7 3 . 5 6 2 1 1 0 4 9 5 9 8 5 2 2 1 9 9 3 4 . 5

M .G .S.  ■

An'.cco

Amoco

fP .......

1 7 5 9 5  

Si'GS
n~sV/ V/ •

1 2 4 2 4 0  

1 6 3 1 0 7
r.̂ r Ars?</ V.' • I S

1 0 8 7 1 7  

1 4 7 0 9 4
c / ?) i o r^  i i i

3 . 3 3 0

3 . 6 4 5
7 o /*, "7t <J !

3 5 7 4 5 3

5 3 6 1 5 3

X-V-* O J ✓

9
f*

'•srv
/.‘j

4 4 5

9 0 4
1 a in
1 \J 1 V/

3 6 .  O' 

* 3 3 . 5

_>u. *j

Swanson n. 0 8 5 2 3 5 774 5CI 3 . 8 0 2 9 4 3 4 0 8 3 9 7 3 2 3 5 . 0

Tr a d  i ng

a r :.o -

Un i on

Gay 

i o x a c o  

Oi 1

1 9 4 / 7 4  

4 7 6 6 1 4

1 7 0 4 2 7  

4 5 2 7 3 3

3 . 4 3 2

3 . 0 9 5

5 3 4 9 0 5  

1 4 0 1 3 6 4
13
2 3

• 4 8 3  

5 4 9

3 !  . 7  

2 9 . 0

T o t a l  -  Cook 

1 n 1o t  Area 6 4 3 1 3 7 3  
/ /

5 6 7 7 5 8 3 3 . 5 4 2 2 0 1 0 7 5 1 5 192 1081 vr, -A A *

P r u d h o e Bays * 6 5 0 7 2 5 6 9 3 8 2 . 3 9 4 1 3 6 3 1 0 1 2 0 9 9 2 7 . 0

S t a t e  T o t a l 6 4 9 5 4 4 5 5 7 3 4 5 2 6 3 . 5 3 0 2 0 2 4 3 8 2 5 19 3 1086

• P r o d !  

la  t o :

j c r i o n  

vi- c h a r

i s  f o r  A u g u s t  

g e .  W e i g h t e d

-  I . a f o s f  

a v e r a g e  •

A v a i l a b  1« 

fiie r e  f o r e

j . P r i c e  is  

w i 11 va ry  s 1

f o r  SO; 

! i g h r 1y

ite-Tibar rep; 

from Sepieri

"cr .ent i  no 

nber  a c t u a l

f i g u r e s .

O t h e r  p o o l s  a t  P r u d h o e  Ony h a v e  a  g r a v i t y  o f  2 3 °  AP1 

* * *  V.’o i g h h c d  a v e r a g e

■ / ■. 7:. ‘
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O c t o b e r ,  1 9 7 2  

O c t o b e r ,  1 9 7 3  

O c t o b e r ,  1 9 7 4

Prudhoe Bay Ccck
Posted Prlco/Bbl. Oi i ot Wo 11 Based on Averse

7 7 0 ^ S ’c ^ U T " ' 0 To=oro •"'-fco/Cgl., Equivalent
  --------------------------------   A v s r m u  3 5 °  G r . r / I t v

0 ■ sTBSTT 1-----
3 . 1 9  

3 . 7 9

3.27

4.13
x

We est i rote crude prices will esea lore 
our best guess is 25C/bb!./yr. f re.M i 5 ; -|0  35C / b b l . / y a no
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Ca l e u  i n t i  on  To D a t e  m i  no 

E f f e c t i v e  " C e n t s  P e r  B a r r e l "  T a x  

F o r  1 0 , 0 0 0  B/D Weil  U n d e r  P r o p o s e d  L e g i s l a t i o n

D a i l y  Tax =  ̂ ( 3 0 0  x $ 0 . 1 0 1 2 5  + 7 0 0  x  0 . 1 6 0 7 5 ' +  1 5 0 0  x 0 . 2 0 2 5  + 7 5 0 0  x  0 . 2 7 )  0 . 0 7 5

D a i l y  T a x  = ( 3 0 . 3 7 5  + 1 1 0 . 1 2 5  + 3 0 3 . 7 5  + 2 0 2 5 . 0 0 )  0 , 8 7 5

> o i ! y  Tax  ~ 2 4 7 7 . 2 5  x 0 . 8 7 5

ai  ly Tax  = $ 2 1 0 7

f r e c t i v e  T a x / M e t  W . l .  B b l .  -■ $ 2 1 6 7 _____________= $ 0 . 2 4 7 7

TO,000 x 0.875
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AFTER RECESS 
10:00 A.M.

PRESENT Vice Chairman Haugen called the meeting back to order and
said they would continue discussion of HB 4.

HB 4 Mr* Eppenbach asked to make a few technical comments. He
said the table on the bottom of Mr. Pink's bill provides for 
gravity adjustment of about 1% in rate for each classification.
In other words, there is 1% per degree of gravity or 3% for each
classification. It is not consistent with market value and 
present refinery prices.
Mr. Freeman asked him what he was suggesting. Mr. Eppenbach 
said if he was forced to propose something, he would say to 
review any table of rates to see if they are reasonable consid­
ering present day value changes. He thought they should realign 
the chart to get in present value differentials. He said he 
was not proposing an increase or decrease in taxes, just equity 
to the State.
Mr. Eppenbach went on to say he did not support the measure.
He said it was a 6-8-10 percent of the value tax. The fact of 
the matter Is that vie have a 12.5% royalty and based on that, 
6-8-10/S becomes obsolete the Instant we have a price increase.
The overall revenue impact with these rates implied shows a 

"  50% Increase in Cook Inlet and a 100# tax Increase on the North
Slope.
Mr. Freeman asked whether he found fault with Mr. Fink's Idea 
of comparing what other states do. He asked if he found fault 
with Mr. Fink's figures and method.
Mr. Eppenbach replied that Mr. Fink's figures were on the margin 
a little wrong.
Mr. Ferguson said he was looking at the severance tax. He thought 
this provision they were working on now was a better means of pro­
viding funds for the State before FY 79. He said he'd like to see 
the committee knock out definition (8) and put in language that 
would take care of the Tesoro provision. He wanted the Committee 
to go through the bill in a working committee and then have the 
administration come in to talk about it.
Mr. Warwick thought Mr. Ferguson was right.
Mr. Burrell said that Mr. Fink was totally disregarding trans­
portation by trying to equate Alaska with other places.
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Mr. Freeman called attention to page 1, line 29 where it 
refers to political subdivisions and asked that it be defined.
He also thought the definition of property ought to be clarified. 
Mr. Freeman noted that Mr. Burrell suggested they include defini­
tions 6, 7, 8, and 9.
Mr. Barber asked Mr. Eppenbach what he thought was more appropriate 
or proper with respect to a true expression of the relative price 
of oil in view of the market price.
Mr. Eppenbach said they could adjust the rates to provide for 
value differentials as they exist in the market price today.
He said that one of the problems if they reflect market values 
would be the effect on the tax rate in Cook Inlet. It would 
go up. He said any gravity differential should reflect the value 
shown in the U.S. Postings of Crude Oil.
Mr. Freeman asked Mr. Eppenbach to prepare in narrative form some 
figures for their review.
The Committee asked that the staff prepare a new draft for them 
to work with. They asked that new rate schedules be computed 
with 2% increments.
Mr. Ferguson moved they include the provision for the 5 cents 
per barrel in the draft. The question was called and there was 
no objection. It was so ordered.
Mr. Freeman asked that HOUSE RESOLUTION NO. 1 (Relating to intent 
of House regarding HB 2) be brought up for discussion.
Mr. Ferguson moved and asked unanimous consent that they move 
out HR 1. There was no objection, it was so ordered.
Mr. Freeman asked that HOUSE BILL NO. 5 (levying a regulation 
and conservation tax on oil and gas) be brought up for discus­
sion.
There was some discussion of the bill. It was the consensus 
of the majority of the Committee that if they needed a conser­
vation tax they could amend the package at a later time. They 
thought they were hitting the oil companies hard enough without 
It.
Mr. Barber asked Mr. Burrell the reason for the legislation.
Mr. Burrell replied it was just another tax. He said It was 
actually based on the severance tax that came down from the 
Governor’s office. If they had kept to that proposal, the 
industry was willing to accept this additional tax.
Mr. Eppenbach noted there would be no administrative problems 
in collecting this tax.
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m  otion 

RECESS

Mr. Warwick moved they pass HB 5 out of Committee with a 
"Do Not Pass" recommendation. The motion carried 6:2.
Meeting recessed at 11:00 A.M.
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PRESENT All members with the exception of Mr. Hillstrand. Staff members 
J. H. Hogan, Milt Barker. Mr. John Greely of the press.

HB 4 Vice-Chairman Haugen called the meeting to order at 3:05 p.m.
The purpose of the meeting was consideration of a proposed House 
Finance Committee Substitute for HB 4(relating to oil and gas 
properties production tax). (See page 116 of minutes)
Mr. Hogan briefly ran through the proposed CS and explained 
several of the changes to the Committee. Mr. Hogan said that 
Section 1 consisted of the language as proposed by Mr. Fink.
He then pointed out the two graphs listed on a separate sheet 
(see Page 115of minutes). Mr. Hogan stated that these rates 
may seem too high to the Senate, and the Senate may prefer the 
graduated break system, rather than the hard-line breaking 
categories. Mr. Hogan stated that the section of definitions 
is comprised of the language used in the Governor’s bill, although 
definition #12 is different in that it is composed of Mr. Fink's 
weighted average rather than the float average.
Mr. Warwick stated that the severability clause should be in­
serted into this proposal. Mr. Hogan said that the clause is 
not really necessary because it is written in the Alaska statutes. 
Mr. Haugen then asked the other committee members if they had 
any objection to the insertion of the severability clause. There 
was no objection.
Discussion followed regarding the possible depletion of oil 
production on the North Slope. Mr. Saylors expressed his con­
cern that the North Slope may follow the 10% per year decline 
in oil production of Cook Inlet. Mr. Warwick stated that the' 
North Slope oil production will be depleted "as the Conservation 
Committee deems appropriate". Mr. Warwick stated that when 
they realize the maximum total production, they will slow it down.
Mr. Ferguson stated that he wished to study this proposal further.

RECESS A recess was called at 3:20
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GRAVITY

3%
S' c/o/> or'O/J 10%

PRODUCTION RATH

1 0 0  BPD 

o r  l e s s

1 0 1 - 1 0 0 0  • 
BPD

1 0 0 1 - 2 0 0 0
BPD

2001 BPD 

o r  more

2 0 . 9 °  and below . 0 9 1 . 1 8 2 . 2 4 3 . 3 0 4

2 1 . 0 °  -  2 3 . 9 ° . 0 9 3 . 1 9 7 . 262 . 3 2 8

2 4 . 0 °  -  2 6 . 9 ° . 1 0 5 . 2 1 1 . 2 8 2 . 3 5 2

2 7 . 0 °  - 2 9 . 9 ° . 1 1 3 . 2 2 6 . 3 0 1 . 3 7 6

3 0 . 0 °  -  3 2 . 9 ° . 1 2 0 . 2 4 0 . 3 2 0 . 4 0 0

3 3 . 0 °  - 3 5 . 9 ° . 1 2 7 . 2 5 4 . 3 3 9 . 4 2 4

3 6 . 0 °  - 3 8 . 9 ° . 1 3 4 . 2 6 9 . 3 5 8 . 4 4 8

w  n° - A'l q° . U ? . 2 8 3 . 3 7 8 . 4 7 2

4 2 . 0 °  and abov e . 1 4 9 . 2 9 8 . 3 9 7 . 4 9 6

GRA'vITV

4/' 8:' io-.: 1 2 c

PkODUCii j  <J» :_ :;ni r ._

1 0 0  BPD 

o r

1 0 1 - 1 0 0 0

m
1 0 0 1 - in  .00 

..........

' T ooT bpd

___ Of |::Qi;y.

2 0 . 9 °  and below . 1 2 2 . 2 4 3 . 304 . 3 6 5

2 1 . 0 °  -  2 3 . 9 ° . 13 1 . 2 6 2 . 3 2 8 . 3 9 4

2 4 . 0 °  - 2 6 . 9 ° . 1 4 1 . 2 8 2 . 3 5 2 . 4 2 2

2 7 . 0 °  - 2 9 . 9 ° . 15 1 . 30 1 . 3 7 6 .4 5 1

3 0 . 0 °  -  3 2 . 9 ° . 1 6 0 . 32 0 . 4 0 0 . 4 8 0

3 3 . 0 °  -  3 5 . 9 ° . 1 7 0 .  3 3 fj . 4 2 4 . 5 0 9

3 6 . 0 °  - 3 8 . 9 ° . 1 7 9 . 3 5 8 . 4 4 8 , 5 3 8

3 9 . 0 °  -  4 1 . 9 ° . 1 8 9 . 3 7 8 . 4 7 2 . 5 6 6

4 2 . 0 °  and above . 1 9 9 . 3 9 7 . 4 9 6 . 5 9 5

-115- 10/30/73



. m m ,

IH THE HOUSE BY T!iE PIHA’.CE COKKITTEi:
CS FOR HOUSE BILL NO. 'I _

IH THE LEGISLATURE OP THE STATE 0? ALASKA 
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION 

A BILL
For,an Act entitled: "An’Act relating to the oil and gas properties

production tax; and providing for an effective 
date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
^Section 1. AS 1)3.55.010 (a) Is repealed and re-enacted to read:
(a) There is levied upon every person producing oil or gas a tax on 
each barrel of oil produced v.’ithin the state and on the gross value at 
the well of all gas produced within the state, both less any part or 
value of any part the ownership or right to which is exempt frcn 
taxation. The tax is upon the whole production, including what is 
commonly known as the royalty interest, and is levied according to 
the following schedules: 1

(1) Oil —  based upon the average daily per well production 
and the average gravity of the oil sold from each lease or property 
for the calendar month in barrels, the tax on each barrel of oil 
produced is:

PRODUCTION RATE100 B1
GRAVITY

100 BI D 101-1000 1001-2000 20C1 :!rD
OR LESS BPD BPD OP. MCP.E

20°9 and below 
21.0° - 23.9° 
24.0* - 26.9*
27.0° - 29.5°
30 . 0 °  -  3 2 . 9 °

33.0° - 35.9°

3C.(:° - 36.9°
30.0° - *!3 .9 *
hZ.Q0 and ; have
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(2) Oil —  if (10?! - 12%) of the highest price paid for s
State of Alaska royalty crude oil 30.0 - 30.9 gravity exceeds $. ,
the tax for o'1 of 30.0 - 32.9 gravity ’from wells producing 2001 BPD 
or more as shown in (1) of this section shall be increased to a cents 
per barrel equivalent to (10# - 122) of the highest price paid for 
State of Alaska royalty crude oil 30.0 - 30.9 gravity. The cents
per barrel taxes in the other production ranges shall be increased by 

the same percentage. The department shall adjust and post the tax 
rates accordingly at least semi-annually.

(3) the tax rate shall be four per cent of the gross
value of the gas and liquid products produced.
#Sec. 2 AS 43.55.010 (b), (c) and (d) are amended to read:

(b) The [PAYMENT OP THE] tax imposed by this chapter is in
place [LIEU] of all [AD VALOREM] taxes now [OR HEREAFTER] imposed by 
the state or any of its municipalities [POLITICAL SUBDIVISIONS] upon, 
and neither the state nor a municipality may impose a tax upon

(1) property rights attached to or inherent in the right 
to explore for or produce oil or gasj_ [,]

(2) [PRODUCING] oil or gas leases or properties, whether 
producing or not; [ , ]

(3) oil or gar in place;
(4) oil or [AND] gas produced or extracted in the state^

[UPON WHICH GROSS PRODUCTION TAXES ARE PAID, AND]
(5) an interest [INVESTMENT] in prope.rty described in this 

subsection; or [SECTION]
(C) the value of intangible drilling and development expanses 

and exploration expenses.
(c) An interest in the land not described in (b) of this section 

may [SHALL] be assessed and taxed under other provisions of state 
law [AS OTHER PROPERTY WITHIN THE TAXING DISTRICT IN WHICH THE PROPERTY 
IS LOCATED],
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(d) The [GROSS PRODUCTION] tax imnored by this chapter is not 
in place [LIEU] of the tax imposed by,AS *<3.57 or income taxes or 
[EXCISE] taxes upon the retail sale of oil or [AND] gas products.

* Sec. 3. AS 43.55.010 (e) is repealed.
* Sec. 4. AS 43.55.015 is repealed.
* Sec. 5. AS 43.55 is amended by adding a new section to read:

Sec. 43.55.016 NATIVE CLAIMS PAYMENTS.
When the tax levied under Sec. 10 of this chapter is payable, 

an amount not less than $ .05 for each barrel of oil produced shall be 
paid by the •'state out of its royalties from the oil, whenever payment 
by the state is required under the revenue-sharing provisions of 
sec. 9 of the Alaska Native Claims Settlement Act (PL 92-203; 85 Stat. 
688, 43 U.S.C. 1601 et seq.), into the Alaska Native Fund until all 
amounts paid in the fund equal $500,000,000.

* Sec. 6. AS 43.55.140 is amended by adding new paragraphs to read:
(6) "intangible drilling and development expenses" means 

those expenses defined in sec. 263 (c) of the United States Internal 
Revenue Code as defined on the effective date of this paragraph;

(7) "the ownership or right to which is exempt from taxation"
means any ownership interest of the federal government or the state;

(8) "produce" means to remove or sell oil or gas from a 
lease or property in the state;

(9) "production" means the volume or quantity of oil or 
gas removed or sold from a lease or property-in the state;

(10) "gravity" means the API gravity of oil measured at 60° F.
and is determined by the following formula:

API Gravity = 1 4 1 . 5 ___________nl sSpecifIc Gravity
(11) "lease or property" means a lease or property including 

mineral interests in oil and gas and working interests, royalty Interest 
and overriding royalty interests in oil and gas leases and unitization o 
pooling agreements under the provisions of Section 614(b)(3) of the 
Internal Revenue Code of 1954 as defined upon the effective date of 
this paragraph.
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(12) "average dr.ily per v;ell product ion" means the amount 
ca lcu lated  by d iv id in g  the to ta l  nur.ber o f  barrels  o f  o i l  produced 

l’ron eacli lease or property during the calendar month by the number 

o f  2>\ hour days each w ell produced on the lease or property any time 

during the calendar month-;

#Sec. 4. This Act takes e f f e c t  January 1, 197*1
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AFTER RECESS
October 30, 1973

3:40 p.m.

The purpose of the meeting was further consideration on the 
proposed House Finance Committee Substitute for HB 4 (relating 
to oil and gas properties production tax). .
Mr. Freeman informed the Committee that he had spoken with the 
Governor in regard to this bill. Mr. Freeman said the Governor 
had said that he had made an agreement with-the oil companies 
that he would send down a bill which would recommend the amounts 
(tax on oil production) that he had worked out with the oil 
industry during negotiations; but the Governor would not prevent 
either', the legislature or finance committees from changing'those 
amounts. •

Following general discussion, Representative Saylors moved-that the committee Insert the following graph in Section 1 of Finance 
CS for HB 4:

6% 8% 10%
PRODUCTION. RATE

101-1000 1001 
GRAVITY 100 BPD BPD BPD

Vice-Chairman Haugen called the meeting back to order.

20.9° and below .182 .243 .304
21.0° - 23.9° .197 .262 .328
24.0° - 26.9° .211 .282 .352
27.0° - 29.9° .226 .301 .37 6
30.0° - 32.9° .240 . 320 .400
33.0° - 35.9° .254 .339 .424
36.0° - 38.9° .269 .358 .448
39.0° - 41.9° .283 .378 .472
42.0° and above .298 .397 .496

Mr. Ferguson objected for the purpose of discussion. He stated 
that he preferred the second graph (refer back to Page 115 of 
minutes). Mr. Ferguson also stated that he could not vote for 
this bill if the exemptions section remained in the bill. He
stated that he had previously voted against the ad valorem tax
bill (House Bill 1) because of the insertion of the exemptions.
The question was called for: those in favor of the motion were
Representatives Saylors, Haugen, Freeman, Warwick, Ose, Barber, 
and Specking; against was Mr. Ferguson; and so the motion carried, 
7:1.

-120- 10/30/73



i ■
Mr. Ferguson then moved that the committee delete Section b 
on Page 2, EXEMPTIONS section. He stated that this section is 
covered in HB 1; he would like to support HB 4 (Finance CS), except 
for this section. Mr. Ferguson then asked if his motion would 
change the intent of CSHB Mr. Hogan stated that §5 in section 
b could effect the bill because it refers back to another Item 
in the subsection. Mr. Ferguson said he could amend his motion 
to have #5 kept In the bill. It was decided by the Committee to 
vote on Mr. Ferguson's original motion first.
General discussion followed regarding the deletion of the exemptions 
section. Mr. Warwick explained that they are not "repealing" the 
section, just deleting it; this would have no effect on existing 
statutes. Mr. Freeman then stated that if this language Is in 
HB 1, It should also remain in this bill.
Mr. Ferguson renewed his motion for the deletion of the exemptions
section (b) on page 2 in its entirety. The question was called for: 
those in favor of the motion were Representatives Ferguson, Warwick, 
Specking; opposed were Representatives Ose, Barber, Haugen, Saylors, 
and Freeman; and so the motion failed, 5:3.
Mr. Warwick then moved that a severability clause be inserted at 
the end of the bill, which will state, in effect, that if any 
portion of this bill is found unconstitutional, it does not effect 
the rest of the bill. Mr. Warwick asked unanimous consent. There
being no objection, it was so ordered.
Mr. Ferguson moved that the Finance Committee Substitute for HB 4 
be reported out of Committee with individual recommendations.
The motion failed, 7:1.
Another motion was then made to report out Finance Committee 
Substitute for HB *1 with a do pass recommendation: those in
favor of the motion were Representatives Haugen, Specking, Saylors, 
Freeman, Warwick, Ose and Barber; Mr. Ferguson opposed the motion. 
And so, HB 4 was reported from Committee with the Finance Committee 
Substitute, 7:1*
All members signed the Majority Report "do pass" with the exception 
of Mr. Ferguson who signed "do not pass, unless amended".

ADJOURN Mr. Haugen announced that the Finance Committee would adjourn until 
a call of the Chair.
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N o v e m b e r  1 ,  1 9 7 3

1 0 : 5 5  P . M .

HOUSE FINANCE COMMITTEE

A l l  m e m b e r s  e x c e p t  M r .  H i l l s t r a n d  a n d  M r .  S a y l o r s .  M r .  W i l l  
C o n d o n ,  A s s i s t a n t  A t t o r n e y  G e n e r a l — G e n e r a l  C i v i l  S e c t i o n ,  
w a s  a l s o  p r e s e n t .

V i c e  C h a i r m a n  H a u g e n  c a l l e d  t h e  m e e t i n g  t o  o r d e r  a n d  s a i d  

t h a t  H O U S E  B I L L  N O .  3  ( R e l a t i n g  t o  l e a s e s  o f  r i g h t s - o f - w a y  

o v e r  s t a t e  l a n d  f o r  t h e  t r a n s p o r t a t i o n  o f  o i l ,  p r o d u c t s  o r  
n a t u r a l  g a s )  w o u l d  b e  u n d e r  d i s c u s s i o n .  M r .  W i l l  C o n d o n  w a s  
a s k e d  t o  t e s t i f y  o n  t h e  b i l l .

M r .  C o n d o n  w e n t  t h r o u g h  t h e  b i l l  s e c t i o n  b y  s e c t i o n .  H e  s a i d  
t h a t  A S  3 8 . 3 5 . 0 1 0  o f  t h e  S t a t u t e  r e m a i n e d  t h e  s a m e .  S e c .  . 0 2 0  

i s  a m e n d e d  a s  S e c t i o n  1  o f  t h e  G o v e r n o r ’ s  b i l l .  I t  d o e s  t h r e e  
t h i n g s ,  f i r s t  i t  s i m p l y  c l a r i f i e s  t h e  l a n g u a g e .  O n  l i n e s  2 2  
a n d  2 3  s o m e  w o r d s  a r e  t a k e n  o u t  b e c a u s e  t h e y  t h o u g h t  i t  w o u l d  
r e a d  m o r e  c l e a r l y  a n d  s t i l l  c o v e r  a l l  o f  t h e  p e o p l e  i n v o l v e d  
I n  t h e  c o n s t r u c t i o n  a n d  o p e r a t i o n  o f  t h e  p i p e l i n e .  O n  l i n e s  

2 3  t h r o u g h  2 9 ,  t h e y  d e l e t e d  t h e  r e q u i r e m e n t  t h a t  t h e  l e a s e e  

g e t  a  c e r t i f i c a t e  f r o m  t h e  c o n s u m e r  a n y t i m e  t h e y  w a n t  t o  d o  
s o m e t h i n g .  A  n e w  s e c t i o n  ( b )  w a s  a d d e d  s a y i n g  t h e  r e q u i r e m e n t s  
o f  a  r i g h t  o f  w a y  l e a s e  d o n ' t  a p p l i e  t o  f i e l d  g a t h e r i n g  l i n e s .
O n e  p u r p o s e  f o r  t h i s  a m e n d m e n t  w a s  t h a t  t h e y  d i d n ' t  w a n t  t o  g o  

t h r o u g h  a  l e n g t h y  p r o c e d u r a l  h e a r i n g  j u s t  t o  g i v e  p e r m i t s  f o r  
f i e l d  g a t h e r i n g  l i n e s .  U n d e r  e x i s t i n g  l a w ,  t h e r e  i s  a  p r o c e d u r e  
w h i c h  w i l l  r e q u i r e  h e a r i n g s  a n d  t a k e  t i m e .  A n o t h e r  r e a s o n  t h e y  
w o u l d  l i k e  t h e m  e x c l u d e d  i s  t h a t  i t  a p p e a r s  t h a t  a n y b o d y  t h a t  i s  

g o i n g  t o  h a v e  a  r i g h t - o f - w a y  l e a s e  i s  g o i n g  t o  h a v e  t o  b e  a  c o m ­
m o n  c a r r i e r .  T h e y  d o n ' t  w a n t  g a t h e r i n g  l i n e s  t o  n e c e s s a r i l y  b e  
c o m m o n  c a r r i e r s  b e c a u s e  t h e y  d o n ' t  w a n t  t o  h a v e  t o  p a y  t h e  p r o p o r ­
t i o n a t e  c o s t  o f  f i e l d  g a t h e r i n g  l i n e s  i n  r o y a l t y  a n d  p r o d u c t i o n  
t a x  c a l c u l a t i o n s .  H e  a d d e d  t h e y  w e r e n ' t  s u r e  t h e y  w o u l d  h a v e  t o  

p a y  t h a t  a s  t h e r e  I s  a  l a w  s u i t  g o i n g  o n  r i g h t  n o w  w h i c h  w i l l  
p r o b a b l y  t a k e  a n o t h e r  n i n e  m o n t h s  t o  r e s o l v e .

M r .  S p e c k i n g  a s k e d  w h y  t h e r e  w a s  n o  d e f i n i t i o n  o f  w h a t  a  f i e l d  

g a t h e r i n g  l i n e  w a s .  M r .  C o n d o n  r e p l i e d  t h e y  d i d n ' t  d e f i n e  i t  i n  

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

t h e  o u t c o m e  o f  t h e  l i t i g a t i o n  i n  t h e  C o o k  I n l e t  c a s e .  H e  s a i d  
t h a t  t h e  C o m m i s s i o n e r  c o u l d  d e f i n e  w h a t  I t  I s .

M r .  C o n d o n  s a i d  S e c .  . 0 3 0  a n d  . 0 ^ 0  d e a l  w i t h  a b a n d o n m e n t  o f  
f a c i l i t i e s  a n d  s e r v i c e s  a n d  t e m p o r a r y  a n d  e m e r g e n c y  s e r v i c e s .
H e  s a i d  t h e r e  a r e  s o m e  l e g a l  p r o b l e m s  w i t h  r e s p e c t  t o  t h e s e .

B y  " a b a n d o n m e n t ”  t h e y  b a s i c a l l y  m e a n  t h e  a b a n d o n m e n t  o f  p r e m i s e s .
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« »  r ■ , . miL9 ,, 'v * zsm ■ e l  i §  ■ m
T h e  a b a o n d o n m e n t  o f  s e r v i c e s  p o r t i o n  i s  a n  a t t e m p t  t o  h a v e  v e t o  

p o w e r  o v e r  c h a n g e  i n  e c o n o m i c  s e r v i c e s . T h e r e  a r e  l e g a l  p r o b l e m s  

w i t h  t h i s  a n d  t h a t  i s  t h e  r e a s o n  t h e y  p r o p o s e  d e l e t i n g  . 0 3 0  t h r o u g h  
. 0 ^ 0 .  T h e y  d i d n ' t  t h i n k  i t  e s s e n t i a l  t o  p r o t e c t i n g  t h e i r  i n t e r ­

e s t s  .

M r .  W a r w i c k  n o t e d  t h e y  w o u l d  b e  g o i n g  i n t o  t h a t  w h e n  t h e y  w e n t  

o v e r  t h e  J u d i c i a r y  C o m m i t t e e  S u b s t i t u t e .

M r .  C o n d o n  w e n t  o n  t o  s a y  t h a t  S e c t i o n  . 0 5 0  t h r o u g h  . 1 0 0  d e a l t  
w i t h  h o w  t o  a p p l y  a n d  w h a t  t h e  C o m m i s s i o n e r  d o e s  w h e n  h e  g e t s  
t h e  a p p l i c a t i o n  a n d  h o w  h e  d e c i d e s  w h e n  t o  i s s u e .  T h e  o n l y  l e g a l  
p r o b l e m  i n v o l v e d  w a s  t h e  r e q u i r e m e n t  t h a t  t h e  C o m m i s s i o n e r  d e c i d e  

t h a t  a  p u b l i c  h e a r i n g  i s  n e c e s s a r y .  H e  s t a t e d  t h a t  S e c .  . 1 0 0  

w a s  m o r e  i n  l i n e  w h e t h e r  t h e  S t a t e ' s  i n t e r e s t s  i n  p r o p e r t y ,  h e a l t h ,  
s a f e t y ,  w e l f a r e ,  a n d  p e o p l e  w e r e  a d e q u a t e l y  p r o t e c t e d  a n d  w h e t h e r  

t h e  " g u y "  h a s  t h e  c a p a b i l i t y  t o  b u i l d  w h a t  h e  s a y s  h e  w i l l .

M r .  W a r w i c k  n o t e d  t h e y  h a d  r e p e a l e d  t h e  p u b l i c  h e a r i n g  r e q u i r e ­
m e n t .  M r .  C o n d o n  s a i d  w h a t  t h e y  h a d  a c t u a l l y  d o n e  w a s  m a k e  i t  

o p t i o n a l .

S e c t i o n  8  o f  t h e  G o v e r n o r ' s  b i l l ,  t h e y  r e p e a l e d  A S  3 8 . 3 5 . 1 1 0  

a n d  r e - e n a c t e d  i t .  P r e s e n t l y  t h e r e  i s  a  2 5  y e a r  t e r m  o f  l e a s f e .
T h e y  a m e n d e d  i t  t o  a l l o w  t h e  C o m m i s s i o n e r  t o  s e t  t h e  t e r m  i n  
l i g h t  o f  f i n a n c i n g  p r o b l e m s  t h e  l e a s e e  w a s  p r e s e n t e d  w i t h .  I n  

s o m e  c a s e s  i t  w o u l d  b e  s h o r t e r  t h a n  2 5  y e a r s .  S o m e  o f  t h e  c o m ­
p a n i e s  c l a i m  t h e y  n e e d  l o n g e r  t h a n  2 5  y e a r s  t o  e n a b l e  t h e m  t o  

g e t  t h e  t y p e  o f  f i n a n c i n g  t h e y  w a n t .  T h e y  a r e  l o o k i n g  a t  2 7  
t o  3 0  y e a r s .

S e c t i o n  . 1 2 0  c o n t a i n s  a l l  c o n v e n a n t s  t o  b e  i n c l u d e d  i n  t h e  l e a s e .
T h e  G o v e r n o r ' s  b i l l  p r o p o s e s  d e l e t i n g  s u b s e c t i o n  ( 1 )  W h i c h  p a r a l l e l s  
S e c t i o n  . 0 2 0  i n  t h e  b e g i n n i n g .  I t  a l s o  p r o p o s e s  d e l e t i n g  s u b ­

s e c t i o n  ( 2 )  w h i c h  m a k e s  i t  a  c o n t r a c t u a l  o b l i g a t i o n  t o  c o m p l e t e  
t h e  l i n e .  T h e  o i l  c o m p a n i e s  w a n t e d  t h i s  o u t  b e c a u s e  i f  i t  b e c a m e  
m o r e  e c o n o m i c a l  t o  t a k e  o u t  t h e  o i l  s o m e  o t h e r  w a y  t h e y  d i d n ' t  

w a n t  t o  b e  s t u c k  w i t h  t h e  o b l i g a t i o n  o f  c o m p l e t i n g  t h e  l i n e .

M r .  C o n d o n  s a i d  t h a t  s u b s e c t i o n  ( 3 )  i s  t h e  c o m m o n  c a r r i e r  p r o ­
v i s i o n  a n d  t h e  G o v e r n o r ' s  b i l l  p r o p o s e s  t o  l e t  t h e  C o m m i s s i o n e r  

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

M r .  W a r w i c k  a s k e d  t h e  a d v a n t a g e s  o f  l e a v i n g  i t  o p t i o n a l .  M r .
C o n d o n  s a i d  f i r s t  o f  a l l  t h i s  a p p l i e d  t o  p r o d u c t  l i n e s  a s  w e l l  
a s  o t h e r  o i l  l i n e s .  H e  f e l t  t h e r e  w o u l d n ' t  b e  m a n y  s i t u a t i o n s  

w h e r e  t h e y ' d  w a n t  t o  m a k e  p r o d u c t  l i n e s  i n t o  c o m m o n  c a r r i e r s .
H e  s a i d  t h e y  c o u l d  m a k e  a n y  c r u d e  o i l  l i n e  c o m m o n  c a r r i e r s ,  b u t  
t h e  q u e s t i o n  w a s  w h e t h e r  t h e y  w e r e  g o i n g  t o  g i v e  t h e  C o m m i s s i o n e r  
t h a t  m u c h  f l e x i b i l i t y  a n d  t h e n  t r u s t  h i m .  H e  s t a t e d  i t  w a s  
p u r e l y  a  p o l i c y  p r o b l e m  t h a t  w o u l d  h a v e  n o  e f f e c t  o n  r e g u l a t i o n s .
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M r .  C o n d o n  s a i d  t h e y  h a d  e x c l u d e d  n a t u r a l  g a s  c a r r i e r s  f r o m  b e ­

c o m i n g  c o m m o n  c a r r i e r s .  S i n c e  g a s  p i p e l i n e s  a r e  s u b j e c t  t o  t h e  
N a t u r a l  G a s  A c t ,  t h e y  d i d n ' t  t h i n k  t h e y  c o u l d  m a k e  t h e m  c o m m o n  
c a r r i e r s ,  s o  t h e y  w e r e  a v o i d i n g  t h e  p o s s i b i l i t y  o f  f u t u r e  c o n ­

f l i c t .

S u b s e c t i o n  ( 4 )  o n  p a g e s  6  a n d  7  d e a l s  w i t h  c o m m o n  p u r c h a s e r s .

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

b e e n  p u t  i n t o  t h e  s e p a r a t e  c o m m o n  p u r c h a s e r  b i l l .

S u b s e c t i o n  5  t a l k s  a b o u t  w h a t  c o m m o n  c a r r i e r s  o r  p u r c h a s e r s  h a v e  
t o  d o ,  a n d  i t  w a s  d e l e t e d  b e c a u s e  t h e  c o m m o n  c a r r i e r  o b l i g a t i o n  
w a s  m o v e d  i n t o  s u b s e c t i o n  3  a n d  t h e  p u r c h a s e r  w a s  m o v e d  i n t o  t h e  

p r o p o s e d  c o m m o n  p u r c h a s e r  b i l l .

S u b s e c t i o n  6  d e a l s  w i t h  e x c h a n g e  a n d  f a c i l i t i e s  f o r  i n t e r c h a n g e .  

T h e y  h a d  d e l e t e d  t h i s  b e c a u s e  t h e y  t h o u g h t  t h e  p r o b l e m  o f  g e t t i n g  
t h e  o i l  i n t o  t h e  l i n e s  o u g h t  t o  b e  h a n d l e d  i n  s u b s e c t i o n  ( 3 )  a n d  

t h e  o f f  f l o w  o u g h t  t o  b e  h a n d l e d  i n  s u b s e c t i o n  ( 1 0 ) .

S u b s e c t i o n  7  d e a l s  w i t h  t h e  o p t i o n  t o  p u r c h a s e  a n d  t o  s o m e  e x ­

t e n t  t h e  u s e  o f  t h e  o p t i o n  t o  p u r c h a s e  h a s  b e e n  r a i s e d ,  b u t  i t  
i s  m o r e  a  q u e s t i o n  o f  p o l i c y  r a t h e r  t h a n  l a w  s u i t .  S o m e  j u d g ­
m e n t  h a s  t o  b e  m a d e  a s  t o  w h e t h e r  o r  n o t  i t  e f f e c t s  T A P S  c o n s o r ­
t i u m  a n d  w h e t h e r  i t  c r e a t e s  f i n a n c i n g  p r o b l e m s .  T h e  G o v e r n o r  

d o e s n ' t  t h i n k  i t  i s  a  g o o d  i d e a  a s  f a r  a s  t h e  2 0 #  p u r c h a s e ,  a n d  

t h a t  i s  w h y  i t  w a s  t a k e n  o u t .  T h e  ( 7 )  i n  t h e  G o v e r n o r ' s  b i l l  
s a y s  t h e  c o m p a n i e s  h a v e  t o  c o m e  a n d  t a l k  t o  t h e m  i f  t h e y  a r e  

g o i n g  t o  s e l l  s o m e  p o r t i o n  o f  t h e  p i p e l i n e  o u t s i d e  T A P S  p a r t i c i ­

p a n t s  .

T h e  a m e n d m e n t s  t o  s u b s e c t i o n s  ( 8 )  a n d  ( 9 )  r e a d  r e f e r e n c e  i n t o  
t h e  p r o v i s i o n s  i n  t h e  A l a s k a  P i p e l i n e  C o m m i s s i o n  A c t .  M r .  C o n d o n  

d i d n ’ t  t h i n k  w h a t  t h e y  h a d  d o n e  t o  ( 8 )  w a s  i n  a n y  w a y  l i m i t i n g .

M r .  C o n d o n  s a i d  t h a t  ( 9 )  d i d  l i m i t  a c c e s s  t o  p r o p e r t y .

S u b s e c t i o n  ( 1 0 )  i s  t h e  o f f  f l o w  p r o v i s i o n  c h a n g e d  t ’  m a k e  i t  

p o s s i b l e  f o r  o f f  f l o w i n g  t o  t a k e  p l a c e  i n  o r  o u t  o f  m u n i c i p a l i t i • 
N o w ,  i t  o n l y  a p p l i e s  t o  a l l  S t a t e  l a n d .  T h e y  h a v e  j u s t  m a d e  i t  
s o  i t  c o u l d  t a k e  p l a c e  a n y w h e r e  o n  t h e  p i p e l i n e .  H e  s a i d  t h e y  
w a n t e d  t o  m a k e  i t  c l e a r  t h a t  t h e  p e o p l e  w h o  t o o k  o i l  o f f  p a i d  f o r  
t h e  c o s t  a n d  w e r e  r e s p o n s i b l e  f o r  t h e  l i a b i l i t y  a s s o c i a t e d  w i t h  

i t .  I n  o t h e r  s t a t e s ,  h e  s a i d ,  t h e y  l e a v e  i t  o p e n .

S u b s e c t i o n  ( 1 1 )  d e a l s  w i t h  w h e t h e r  o r  n o t  t h e y  s h o u l d  c r e a t e  

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

O t h e r w i s e ,  i t  w o u l d  b e  i m p o s e d  t h r o u g h  l a w .  H e  s a i d  i t  w a s  a  
p o l i c y  q u e s t i o n  c l e a r l y  n o t  i n v o l v e d  i n  l i t i g a t i o n .
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S u b s e c t i o n  ( 1 2 )  d e a l s  w i t h  t r a n s f e r  o f  t h e  l i n e  o r  d i s p o s a l  

o f  i n t e r e s t .  I t  i s  t h e  s a m e  a s  s e c t i o n  . 1 6 0 .  I t  i s n ' t  n e e d e d  
i n  b o t h ' / y s d a t f e e y s i d e l e t e d  i t .

S u b s e c t i o n  ( 1 3 )  r e m a i n s  t h e  s a m e  e x c e p t  i t  a l l o w s  y o u  t o  m a i l  
a  c o p y  i f  t h e  p e r s o n  w h o  I s  t h e  l e a s e e  c a n ' t  b e  f o u n d .

S u b s e c t i o n  ( 1 4 )  r e m a i n s  t h e  s a m e .

S u b s e c t i o n  ( 1 5 )  i s  s u p p o s e d  t o  p r o t e c t  t h e  S t a t e  i n  c a s e  t h e  

S t a t e  s h o u l d  g e t  s u e d .  T h e  o n l y  s i t u a t i o n  M r .  C o n d o n  c o u l d  s e e  
w h e r e  i t  m i g h t  h a p p e n  i s  o n e  w h e r e  t h e  I n s p e c t o r  a s s o c i a t e d  w i t h  
t h e  S t a t e ' s  a s s e s s m e n t  a n d  m o n i t o r i n g  e f f o r t  w o u l d  g e t  i n t o  s o m e  

t r o u b l e  w h i c h  w o u l d  l e a d  t o  t h e  S t a t e  g e t t i n g  s u e d .

Subsection (16) c o n c e r n i n g  l i a b i l i t y  a n d  p r o p e r t y  i n s u r a n c e  i s  

d i f f e r e n t  f r o m ,  b u t  d e s i g n e d  t o  p r o t e c t  t h e  s a m e  t h i n g  a s  s e c ­
t i o n  . 1 5 0 .  I t  m a k e s  t h e  I n s u r a n c e  o p t i o n a l  i n s t e a d  o f  m a n d a t o r y .
H e  s a i d  t h e y  b e l i e v e d  I t  I n  t h e  S t a t e ' s  i n t e r e s t s  w h e n  t h e y  h a d  

a  c o m p a n y  w i t h  m o r e  t h a n  e n o u g h  m o n e y  t o  p a y  f o r  d a m a g e s  n o t  t o  
m a k e  t h e m  h a v e  i n s u r a n c e .  H o w e v e r ,  I f  t h e  c o m p a n y  d o e s n ' t  i n i t i a l l y  
h a v e  t h e  a s s e t s  n e c e s s a r y  o r  i f  t h e  c o m p a n y  d o e s  i n i t i a l l y ,  b u t  

i t s  f i n a n c i a l  s i t u a t i o n  d e t e r i o r a t e s ,  t h e n  i t  I s  b e t t e r  t o  r e ­
q u i r e  i n s u r a n c e .

S u b s e c t i o n  ( l 6 ) ( b )  w a s  I n s e r t e d  t o  p r o t e c t  w h a t  t h e y  t h o u g h t  

w e r e  o t h e r  p r o p e r t y  a n d  p o l i c y  p o w e r  i n t e r e s t s  i n  t h e  S t a t e  o f  
A l a s k a ,  a n d  ( l 6 ) ( c )  w a s  p r o p o s e d  t o  a l l o w  t h e  C o m m i s s i o n e r  t o  

a p p o r t i o n  l i a b i l i t y  d e s i r e d  f o r  t h e  s i t u a t i o n  w h e r e  t h e y  h a v e  
p e o p l e  w i t h  b i g  i n t e r e s t s  a n d  p e o p l e  w i t h  s m a l l  i n t e r e s t s .  T h e  
b i g  i n t e r e s t s  d o n ' t  w a n t  t o  b e  1 0 0 #  l i a b l e  f o r  i t  w h e n  t h e y  o w n  

3 % o r  4 # .  I f  t h e y  m a k e  e v e r y b o d y  1 0 0 #  l i a b l e ,  i t  i s  i m p o s s i b l e  
t o  g e t  f i n a n c i n g .  ( l 6 ) ( d )  I s  a  c a t c h  a l l  p r o v i s i o n  w h i c h  a l l o w s  
t h e  C o m m i s s i o n e r  t o  i n s e r t  a n y  o t h e r  c o n d i t i o n s  o r  p r o v i s i o n s  

n e c e s s a r y  t o  p r o t e c t  l i v e s ,  p r o p e r t y ,  a n d  w e l f a r e .  T h e y  m o v e d  
t h e  c a t c h  a l l  p r o v i s i o n  i n  S e c t i o n  , 1 5 0  t o  t h i s  s e c t i o n ,  a n d  
c h a n g e d  i t .

M r .  C o n d o n  s a i d  S e c t j o n  . 1 3 0  w a s  d e s i g n e d  t o  g e t  o t h e r  I n t e r e s t s  
t o  t r a n s f e r  t h e i r  r i g h t s  t o  t h e  S t a t e  t o  a l l o w  t h e  S t a t e  t o  o w n  

t h e  w h o l e  r i g h t - o f - w a y .  T h e  G o v e r n o r ' s  b i l l  p r o p o s e s  t o  d e l e t e  

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

c o m p a n y  i f  h e  w a n t e d  t o ,  a s  l o n g  a s  w h e n  t h e y  c o n d e m n e d  l a n d ,  
t h e y  l e f t  t h e  t i t l e  t o  t h e  l a n d  i n  t h e  S t a t e .

M r .  C o n d o n  s a i d  t h e r e  w a s  l e g a l  c o n t r o v e r s y  o v e r  w h e t h e r  w e  
c o u l d  g e t  t h e m  t o  g i v e  u s  m o r e  l a n d  t o  r e n t  b a c k  t o  t h e m .

S e c t i o n  . 1 5 0 ,  t h e  i n s u r a n c e  p r o v i s i o n  w a s  m o v e d  t o  S e c t i o n  . 1 2 0 .
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T h e  b o n d  p r o v i s i o n  w a s  r e m o v e d .  A c c o r d i n g  t o  t h e  o i l  c o m p a n i e s ,  
i t  w o u l d  b e  v e r y  e x p e n s i v e  t o  h a v e  t o  p o s t  b o n d s  a t  t h e  b e g i n n i n g  

o f  a  p r o j e c t .  M r .  C o n d o n  s a i d  t h e y  h a d  a l r e a d y  d e a l t :  w i t h h t h c e  
t r a n s f e r  o b l i g a t i o n  u n d e r  . 1 6 0 .  H e  t o l d  t h e m  c o n s i d e r a b l y  m o r e  
c o u l d  b e  d o n e  w i t h  t h a t .

S e c t i o n  . 1 7 0  i s  a  c o m b i n a t i o n  o f  o l d  . 1 7 0  a n d  o l d  . 2 0 0  w h i c h  
t o g e t h e r  d e a l t  w i t h  f o r f e i t u r e .  T h i s  g i v e s  t h e  c o m p a n i e s  m o r e  
p r o t e c t i o n .

I n  S e c t i o n  . 1 8 0  c o n c e r n i n g  i n j u n c t i o n s ,  t h e y  r e w o r d e d  ( a )  a n d  
d r o p p e d  ( b )  a n d  ( c )  b e c a u s e  t h e y  d i d n ’ t  t h i n k  t h e y  m e a n t  a n y t h i n g .

S e c t i o n  . 1 9 0  d e a l s  w i t h  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t .  T h e y  

l e f t  ( a )  a l o n e .  T h e y  r e c o m m e n d  d r o p p i n g  ( b ) ,  b u t  i t  i s  n o t  r e a l l y  
n e c e s s a r y .  I t  g i v e s  r i s e  t o  s o m e  t h i r d  p a r t y  r i g h t s .  T h i r d  

p a r t y  i n t e r v e n o r s  c o n t e s t i n g  a  r i g h t - o f - w a y  l e a s e  c o u l d  f o r c e  t h e  
C o m m i s s i o n e r  t o  g e t  i n f o r m a t i o n .  T h e  s i t u a t i o n  i s  n o t  l i k e l y  t o  
a r i s e ,  b u t  t h e y  w e r e  c o n c e r n e d  a b o u t  g e t t i n g  t h e  C o m m i s s i o n e r  

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

t h a t

M r .  C o n d o n  s a i d  ( c )  d e a l t  w i t h  t h e  p r o p o s a l / t h e y  h a v e  l e g i s l a t i v e  
a p p r o v a l  o f  r i g h t - o f - w a y  l e a s e s .  T h e  a d m i n i s t r a t i o n  r e c o m m e n d s  
t h e  C o m m i s s i o n e r  h a v e  d i s c r e t i o n  t o  d e c i d e  w h e t h e r  h e  w a n t s  t o  
a p p r o v e  a  r i g h t - o f - w a y  l e a s e .  E v e n  i f  t h e  l e g i s l a t u r e  i s  g o i n g  
t o  r e v i e w  t h e  l e a s e s ,  t h e  a d m i n i s t r a t i o n  d i d n ’ t  t h i n k  i t  o u g h t  
t o  b e  d o n e  t h r o u g h  t h e  m e c h a n i s m  o f  r e g u l a t i o n  r e v i e w .

S u b s e c t i o n  ( d )  i s  t h e  H e a r i n g  O f f i c e r  p r o v i s i o n .  I t  r e q u i r e s  

t h e  C o m m i s s i o n e r  t o  a c t  a s  a  H e a r i n g  O f f i c e r  a n d  n o t  t a l k  t o  

a n y  o f  t h e  p a r t i e s  i n v o l v e d .  T h e  a d m i n i s t r a t i o n  d i d n ' t  t h i n k  

t h a t  w a s  a p p r o p r i a t e  t o  t h e  r i g h t - o f - w a y  l e a s e s  b e c a u s e  t h e y  
w a n t  t h e  C o m m i s s i o n e r  t o  t a l k  t o  t h e s e  p e o p l e  a n d  n o t  a c t  a s  
a  J u d g e .

S e c t i o n  . 2 0 0  i s  n o w  c o m b i n e d  w i t h  . 1 7 0 .

S e c t i o n  . 2 2 0 ( d )  w a s  t a c k e d  o n  a t  t h e  e n d  o f  t h e  1 9 7 2  s e s s i o n .

M r .  C o n d o n  s a i d  t h e y  p r o p o s e  a  n e w  S e c t i o n  . 2 2 5  d e a l i n g  w i t h  
j u d i c i a l  r e v i e w  o f  d e c i s i o n s  o f  C o m m i s s i o n e r s  o n  a p p l i c a t i o n s .
H e  s a i d  t h i s  w a s  j u s t  t h e  a d m i n i s t r a t i o n ’ s  r e c o m m e n d a t i o n .  I t  
r e a l l y  d e p e n d e d  o n  t h e  l e g i s l a t u r e  a s  t o  h o w  m u c h  r e v i e w  t h e y  

w a n t e d  t h e  c o u r t s  t o  h a v e  o v e r  t h e  C o m m i s s i o n e r ’ s  d e c i s i o n s .

S e c t i o n  . 2 3 0  c o n t a i n s  d e f i n i t i o n s  w h i c h  t h e y  t h o u g h t  w e r e  n e c e s ­
s a r y  t o  m a k e  t h e  A c t  r e a d  w e l l ,

# S e c .  1 9 .  A S  0 9 . 5 5 . 2 4 0 ( a )  ( 1 2 )  p u t s  t h e  l a v ;  b a c k  t h e  w a y  i t  w a s  

b e f o r e  t h e  1 9 7 0  R i g h t - o f - W a y  L e a s i n g  A c t .
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# S e c . ' s  2 0 ,  2 1 ,  2 2 ,  a n d  2 3  a r e  J u s t  g e n e r a l  p o w e r s  o f  t h e  
C o m m i s s i o n e r .

T h e y  i n c l u d e d  f i e l d  g a t h e r i n g  l i n e s  i n  " S e c .  2 4  b e c a u s e  t h e  

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

s h o u l d  b e  i n c l u d e d .  B e f o r e  t h e  R l g h t - o f - W a y  L e a s i n g  A c t  t h e y  
w e r e  i n c l u d e d ,  a n d  t h e  a d m i n i s t r a t i o n  w o u l d  l i k e  t o  s e e  i t  
c o n t i n u e d .

M r .  W a r w i c k  a s k e d  M r .  C o n d o n  t o  s u m m a r i z e  t h e  a r e a s  u n d e r  l i t i ­
g a t i o n .  M r .  G o n d o n  r e p l i e d  t h o s e  w e r e :  t h e  c e r t i f i c a t e  o f

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

p u r c h a s e .

R E C E S S  M e e t i n g  r e c e s s e d  a t  1 2 : 0 0  n o o n .
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A F T E R  R E C E S S  

N o v e m b e r  1 ,  1 9 7 3  

4 : 0 5  p . m .

P R E S E N T

C S S B  4 

( f i n ) a m

ADJOURN

R e p r e s e n t a t i v e  H a u g e n  c a l l e d  t h e  m e e t i n g  t o  o r d e r .  A l l  m e m b e r s  

w e r e  p r e s e n t  w i t h  t h e  e x c e p t i o n  o f  M r .  H i l l s t r a n d .  S t a f f  
m e m b e r s  i n  a t t e n d a n c e  w e r e  M r .  J .  H .  H o g a n ,  a n d  M r .  R o b e r t  

G r o g a n .  A l s o  p r e s e n t  w a s  R e p r e s e n t a t i v e  H u g h  M a l o n e .

T h e  p u r p o s e  o f  t h e  m e e t i n g  w a s  c o n s i d e r a t i o n  o f  C o m m i t t e e  
S u b s t i t u t e  f o r  S e n a t e  B i l l  4 ( F i n a n c e )  A m e n d e d  ( r e l a t i n g  t o  

t h e  o i l  a n d  g a s  p r o p e r t i e s  p r o d u c t i o n  t a x ) .

M r .  W a r w i c k  m o v e d  t h a t  t h e  C o m m i t t e e  r e p o r t  o u t  C S S B  4  ( F i n )
A m e n d e d  w i t h  t h e  H o u s e  C o m m i t t e e  S u b s t i t u t e  a s  a  r e p l a c e m e n t ,  

a n d  t h a t  t h e  H o u s e  C o m m i t t e e  S u b s t i t u t e  d o  p a s s .  T h e  m o t i o n  

c a r r i e d ,  7  t o  1 ,  M r .  F e r g u s o n  w i t h  t h e  d i s s e n t i n g  v o t e .

M r .  H o g a n  t h e n  i n f o r m e d  t h e  C o m m i t t e e  t h a t  t w o  c h a n g e s  h a d  b e e n  

m a d e  i n  t h e  H o u s e  C o m m i t t e e  S u b s t i t u t e  s i n c e  t h e  C o m m i t t e e  h a d  
r e v i e w e d  i t  l a s t .  H e  s t a t e d  t h a t  t h e  t w o  c h a n g e s  c o n s i s t e d  o f  

t h e  f o l l o w i n g :  1 )  O n  p a g e  2 ,  p a r a g r a p h  2 ,  t h e  c o s t - o f - l i v i n g  
e s c a l a t i o n  c l a u s e  w a s  r e w r i t t e n  t o  c o r r e c t  a  d e f i c i e n c y  i n  t h e  
l a n g u a g e .  T h e  H o u s e  b i l l  c o n t a i n e d  i m p r e c i s e  l a n g u a g e  r e l a t i n g  
t o  c e r t a i n  g r a v i t i e s  o f  o i l .  T h e  w o r d i n g  i n  t h i s  c o m m i t t e e  

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

e s c a l a t e ;  2 )  O n  p a g e  3 ,  l i n e  2 5 ;  T h e  H o u s e  b i l l  c o n t a i n e d  
a  r e f e r e n c e  t o  " 2 4  h o u r  d a y s  e a c h  w e l l  p r o d u c e d . . . "  I t  h a s  

s i n c e  s o m e  t o  t h e  c o m m i t t e e ' s  a t t e n t i o n  t h a t  r e c o r d s  a r e  n o t  
k e p t  s h o w i n g  t h e  n u m b e r  o f  h o u r s  a n y  g i v e n  w e l l  p r o d u c e s .  I t  

w a s  s u g g e s t e d  t h a t  ( 2 4  h o u r )  b e  s t r u c k ,  l e a v i n g  o n l y  t h e  w o r d  
" d a y s "  w h i c h  c o u l d  t h e n  b e  d e f i n e d  b y  a d m i n i s t r a t i v e  r e g u l a t i o n .

M r .  W a r w i c k  t h e n  a m e n d e d  h i s  m o t i o n  t o  i n c l u d e  t h e  a b o v e  t w o  
c h a n g e s  i n  t h e  H o u s e  C o m m i t t e e  S u b s t i t u t e ,  a n d  a s k e d  u n a n i m o u s  

c o n s e n t .  T h e r e  b e i n g  n o  o b j e c t i o n ,  i t  w a s  s o  o r d e r e d ,  a n d  

H o u s e  C o m m i t t e e  S u b s t i t u t e  f o r  C S S B  4 ( F i n )  A m e n d e d  w a s  r e p o r t e d  
f r o m  c o m m i t t e e .

M r .  H a u g e n  i n f o r m e d  t h e  C o m m i t t e e  o f  a n  8 : 3 0  a . m .  m e e t i n g  t h e  
f o l l o w i n g  d a y  t o  c o n s i d e r  C S H B  3 ( l e a s e  o f  r i g h t s - o f - w a y  o v e r  
s t a t e  l a n d  f o r  t r a n s p o r t a t i o n  o f  o i l ,  p r o d u c t s  o r  n a t u r a l  g a s ) .
M r .  H a u g e n  r e q u e s t e d  t h a t  t h e  s t a f f  n o t i f y  M r .  W i l l  C o n d o n ,
O f f i c e  o f  t h e  A t t o r n e y  G e n e r a l ,  a n d  M r .  L a r r y  E p p e n b a c h ,  D e p a r t m e n t  
o f  R e v e n u e ,  a n d  h a v e  t h e m  a t t e n d  t h e  m e e t i n g .  M r .  H u g h  M a l o n e ,  
w h o  h a d  e x p r e s s e d  i n t e r e s t  i n  C S H B  3 ,  w a s  a l s o  n o t i f i e d  o f  t h e  
m e e t i n g .

The meeting adjourned at 4:25 p.m.
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8 : 3 0  A . M .

P R E S E N T  A l l  m e m b e r s  e x c e p t  M r .  S a y l o r s ,  M r .  H i l l s t r a n d ,  a n d  M r .

F e r g u s o n .  R e p r e s e n t a t i v e  M a l o n e  w a s  p r e s e n t  r e p r e s e n t i n g  

t h e  H o u s e  J u d i c i a r y  C o m m i t t e e .  M r .  W i l l  O j ’ i d o n ,  A s s i s t a n t  
A t t o r n e y  G e n e r a l ,  a n d  M r .  L a r r y  E p p e n b a c h ,  D e p u t y  C o m m i s s i o n e r  
o f  T r e a s u r y ,  w e r e  a l s o  p r e s e n t .

H C S  C S S B  4 V i c e  C h a i r m a n  H a u g e n  c a l l e d  t h e  m e e t i n g  c o  o r d e r  a n d  c a l l e d
t h e  C o m m i t t e e ’ s  a t t e n t i o n  t o  t h e  c o m p l e t e d  d r a f t  o f  t h e  F i n a n c e  

C o m m i t t e e  S u b s t i t u t e  f o r  C o m m i t t e e  S u b s t i t u t e  f o r  S E N A T E  B I L L  
N O .  4  ( R e l a t i n g  t o  t h e  o i l  a n d  g a s  p r o p e r t i e s  p r o d u c t i o n  t a x )  
w h i c h  t h e y  h a d  w o r k e d  o n  t h e  d a y  b e f o r e .  T h e  C o m m i t t e e  f o u n d  

t h e  b i l l  t o  i n c l u d e  e v e r y t h i n g  w h i c h  t h e y  h a d  r e c o m m e n d e d ,  a n d  
t h e  C o m m i t t e e  R e p o r t  w a s  s e n t  t o  t h e  f l o o r  o f  t h e  H o u s e .

M r .  H a u g e n  s t a t e d  t h a t  t h e  n e x t  i t e m  o n  t h e  a g e n d a  w a s  t h e  
J u d i c i a r y  C o m m i t t e e  S u b s t i t u t e  f o r  H O U S E  B I L L  N O .  3  ( R e l a t i n g  

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

p o r t a t i o n  o f  o i l ,  p r o d u c t s  o r  n a t u r a l  g a s ) .  M r .  H a u g e n  n o t e d  
t h a t  H B  3  w a s  t h e  k e y  t o  t h e  a r r a n g e m e n t  w h e r e  t h e y  c o u l d  c l e a n  
u p  t h e  d i f f e r e n c e s  b e t w e e n  t h e  o i l  c o m p a n i e s  a n d  t h e  a d m i n i s t r a ­

t i o n .  I t  w a s  h i s  f e e l i n g  t h a t  a n y t h i n g  d i f f e r e n t  f r o m  w h a t  
t h e  G o v e r n o r ’ s  O f f i c e  a n d  t h e  O i l  C o m p a n i e s  h a d  a g r e e d  t o  w o u l d  

b e  a  s u b s t a n t i v e  c h a n g e .

M r .  W a r w i c k  a s k e d  M r .  C o n d o n  t o  r e l a t e  t h e  d i f f e r e n c e s  i n  t h e  
C S  t o  t h e  G o v e r n o r ’ s  b i l l .  H e  w a n t e d  t o  k n o w  h o w  I t  w a s  g o i n g  

t o  r e l a t e  t o  g e t t i n g  t h e  p i p e l i n e  g o i n g .

M r .  C o n d o n  s t a t e d  i n  " S e c .  2 ,  s e c t i o n  . 0 3 0  t h e  J u d i c i a r y  C o m ­

m i t t e e  h a d  j u s t  p u t  b a c k  i n  a l l  t h a t  t h e  G o v e r n o r ’ s  b i l l  h a d  
d e l e t e d .  H e  s a i d  t h e r e  w e r e  n o  l e g a l  p r o b l e m s  a t  a l l .  I t  

w o u l d n ’ t  c r e a t e  a n y  p r o b l e m s  w i t h  r e s p e c t  t o  t h e  p r e s e n t  l i t i ­

g a t i o n .  I t  r e g a r d s  t h e  a b a n d o n m e n t ,  r e d u c t i o n  o r  i m p a i r m e n t  
o f  s e r v i c e s  b y  t h e  l e s s e e .  T h e  C o m m i s s i o n e r ’ s  v e t o  p o w e r  i s  
b a s e d  o n  a n  e c o n o m i c  s i t u a t i o n  a n d  m i g h t  c r e a t e  l e g a l  p r o b l e m s  

j u s t  t o  t h e  e x t e n t  t h a t  a  n o t i c e  i s  r e q u i r e d  t o  t h e  C o m m i s s i o n e r .  
T h e n  h e  c a n  g o  a h e a d  a n d  e n f o r c e  o t h e r  c o v e n e n t s  i n  t h e  l e a s e .
T h e  J u d i c i a r y  C o m m i t t e e  w a n t e d  s o m e t h i n g  r e l a t i n g  t o  t h i s .
M r .  C o n d o n  s a i d  t h e r e  w a s  n o  p r o b l e m  w i t h  t h e  w a y  i t  w a s  h a n d l e d .

I n  M r .  C o n d o n ' s  j u d g e m e n t ,  s e c t i o n  . 0 4 0  c r e a t e s  a  r e m o t e  p r o b ­

l e m .  T h a t  i s  t h a t  i f  t h e y  d o  r e q u i r e  t e m p o r a r y  o r  e m e r g e n c y  
s e r v i c e s  t h e r e  i s  a  c h a n c e  i t  w o u l d n ' t  n e c e s s a r i l y  b e  i n  c o n ­
f l i c t  w i t h  f e d e r a l  r e g u l a t o r y  a g e n c i e s ,  b u t  t h e r e  a r e  s t i l l  

l e g a l  p r o b l e m s  b e c a u s e  i t s  i n  c o n f l i c t  w i t h  s o m e  k i n d  o f  c o n s t i -
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t u t i o n a l  s t a t u t e .  B u t ,  i t  i s  s o  r e m o t e  t h a t  M r .  C o n d o n  d i d n ' t  
s e e  m a j o r  p r o b l e m s  w i t h  i t .

M r .  C o n d o n  s a i d  a l l  o f  t h e  s e c t i o n s  d e a l i n g  w i t h  a p p l i c a t i o n  
n o t i c e s ,  d e c i s i o n s  a n d  s o  o n  h a d  c h a n g e s  w h i c h  r e p r e s e n t  a  
d i f f e r e n t  w a y  o f  a r r a n g m e n t  i n  t e r m s  w h i c h  t h e  J u d i c i a r y  C o m ­
m i t t e e  t h o u g h t  w e r e  a n  i m p r o v e m e n t . T h e y  a r e  t h e  k i n d  o f  
c h a n g e s  w h i c h  w o u l d  n o t  g e t  t h e m  i n v o l v e d  i n  a  l a w  s u i t  o f  a n y  

k i n d .

M r .  C o n d o n  s a i d  h e  h a d  n o  o b j e c t i o n  t o  c h a n g e s  m a d e  o n  p a g e  

7 ,  p a r a g r a p h  3 .  T h e  e f f e c t  i s  t o  l e a v e  o p e n  t o  t h e  C o m m i s s i o n e r ' s  
d i s c r e t i o n  w h a t  h e  i s  g o i n g  t o  r e q u i r e  i n  e n f o r c i n g  t h e  c o m m o n  
c a r r i e r s  c o v e n e n t s .  I t  a l s o  l e a v e s  i t  u n c l e a r  a s  t o  w h o  i s  g o ­

i n g  t o  b e a r  t h e  c o s t .  P a r t  o f  t h e  r e a s o n  i s  t h a t  t h e  p r o v i s i o n  
o f  " f l a n g i n g  u p "  i s  l e f t  o p e n  i n  o t h e r  s t a t e s .

S e c t i o n  7  o n  p a g e s  8  a n d  9  i s  c h a n g e d  a  g o o d  d e a l  a n d  d o e s  
t w o  t h i n g s .  T h e r e  i s  a  5% o p t i o n  t o  p u r c h a s e  w h i c h  i s  d i f f e r e n t  
t h a n  t h e  2 0 %  i n  t h e  b i l l  a s  i t  n o w  e x i s t s .  T h e  e x t e n t  t h i s  w o u l d  

i n t e r f e r e  w i t h  T A P S  f i n a n c i n g ,  h e  d i d n ' t  k n o w .  H e  s a i d  L i p t o n  
a n d  L e v y  h a d  r e c o m m e n d e d  s o m e  k i n d  o f  o p t i o n  b e  m e n t i o n e d .  I n  
a d d i t i o n ,  t h e r e  i s  t h e  r i g h t  o f  f i r s t  r e f u s a l  w h i c h  i s  i n  t h e  

s e c o n d  h a l f  o f  t h e  n e w  l a n g u a g e .  H e  d i d n ' t  k n o w  w h e t h e r  t h i s  
p a r t i c u l a r  l a n g u a g e  c r e a t e d  a n y  k i n d  o f  f i n a n c i n g  p r o b l e m s  f o r  
o w n e r  c o m p a n i e s ,  h o w e v e r  w h a t e v e r  k i n d  o f  o p t i o n  t o  p u r c h a s e ,  

t h e  a d m i n i s t r a t i o n  w o u l d  l i k e  t o  s e e  t h e  S t a t e  r e t a i n  t h e  f l e x i ­
b i l i t y  t o  r e t a i n  a n y  p a r t  o f  t h e  l i n e  i t  w a n t e d  t o .

M r .  C o n d o n  s a i d  t h a t  i f  t h e y  h a d  a  s i t u a t i o n  w h e r e  t h e  T A P S  c o n  
s o r t i u m  c a m e  a p a r t  a n d  t h e  S t a t e  w a n t e d  t o  s e e  t h e  p r o j e c t  m o v e  

a h e a d  t h i s  w o u l d  r e q u i r e  c o m i n g  b a c k  a n d  c h a n g i n g  t h e  5%•  T h e  
a d m i n i s t r a t i o n  d o e s n ' t  s e e  a n y  r e a s o n  t o  t i e  t h e m s e l v e s  d o w n  t o  

5% r i g h t s  o f  f i r s t  r e f u s a l  a t  t h i s  t i m e .

O n  S e c t i o n  8 ,  p a g e  8 ,  t h e r e  w e r e  n o  l e g a l  p r o b l e m s .  H e  s a i d  
t h a t  t h e  a d m i n i s t r a t i o n ,  h o w e v e r ,  h a d  t h o u g h t  i t  d e s i r a b l e  t o  
r e f e r e n c e  I t  i n t o  t h e  P i p e l i n e  C o m m i s s i o n  A c t  s o  t h a t  t h e r e  

w o u l d  b e  o n e  s e t  o f  r e c o r d s  r e q u i r e d .

S e c t i o n  9  a l s o  r e f e r e n c e s  t o  t h e  P i p e l i n e  C o m m i s s i o n  A c t .  H e  

d i d n ' t  t h i n k  t h e  c o o r d i n a t i o n  w a s  s o  n e c e s s a r y  t h e r e  b e c a u s e  i t  

r e f e r r e d  t o  a c c e s s  t o  r e c o r d s  I n s t e a d  o f  m a i n t e n a n c e  o f .

S e c t i o n  1 0  w a s  c h a n g e d  i n  m u c h  t h e  s a m e  w a y  a s  p a r a g r a p h  3  a s  

f a '  a s  a l l o c a t i o n  o f  c o s t s  g o .  I t  i s  l e f t  o p e n .  I t  d o e s n ' t  
c r  i t e  l e g a l  p r o b l e m s  a n d  I s  a  r e s u l t  o f  a  r e c o m m e n d a t i o n  b y  
L i p t o n  a n d  L e v y .

S e c t i o n  1 1  i s  c h a n g e d  i n  a  w a y  h e  t h o u g h t  w o u l d n ' t  c r e a t e  l e g a l  

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

t i o n ' s  p r o p o s e d  d r a f t  w a s  s i m p l y  t o  r e q u i r e  t h e  d e g r e e  o f  c a r e
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a n d  k i n d s  c f  c e r t i f i c a t i o n  r e q u i r e d  i n  o t h e r  s t a t e  l a w .  I t  

w a s  a  c o n t r a c t  r e m e d y  t o  t h e  S t a t e  t o  f o r c e  c o m p e n s a t i o n  f o r  
d a m a g e  f o r  w h i c h  t h e : c o m p a n y  m i g h t  b e  l i a b l e .  T h e  J u d i c i a r y  
C o m m i t t e e  m a k e s  t h e  c o m p a n y  l i a b l e  w i t h o u t  f a u l t  f o r  a n y  d a m ­
a g e  e x c e p t  a c t s  o f  w a r .

[ M r .  S a y l o r s  a r r i v e d . ' ]

M r .  C o n d o n  w e n t  o n  t o  S e c t i o n  . 1 6 0 ,  p a g e  1 4 ,  l i n e  2 3 - 2 6  w h e r e  

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

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

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

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

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

p r o p e r t y  a n d  g e n e r a l  w e l f a r e  o f  t h e  p e o p l e  o f  A l a s k a .  T h e r e  
h a d  t o  b e  e c o n o m i c  J u s t i f i c a t i o n  i n  t h e  C o m m i s s i o n e r ' s  v i e w  f o r  
a  p e r s o n  t o  g o  i n t o  b u s i n e s s .  T h e y  a r e  e i t h e r  I n t e r e s t e d  i n  

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

i n g  i n t o  i n t e r s t a t e  b u s i n e s s .  T h e  j u s t i f i c a t i o n  o f  t h e  l a w  s u i t  
i s  i n  r e g a r d  t o  w h e t h e r  o r  n o t  t h e  C o m m i s s i o n e r  c a n  h a v e  v e t o  
p o w e r  o v e r  a  p e r s o n ' s  d e c i s i o n  t o  g o  I n t o  s t a t e  b u s i n e s s  a n d  

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

M r .  S p e c k i n g  w a s  c o n c e r n e d  a b o u t  t h e  w o r d s  " c o n v e n i e n c e  a n d  

n e c e s s i t y " .  M r .  C o n d o n  u n d e r s t o o d  w h a t  h e  m e a n t  a n d  a d d e d  t h a t  
h e  d i d n ' t  t h i n k  u s i n g  t h e  w o r d s  " p u b l i c  I n t e r e s t "  s h o u l d  a l a r m  
t h e  o i l  c o m p a n i e s .  H e  d i d n ' t  k n o w  w h a t  k i n d  o f  e f f e c t  l e a v i n g  

i t  a s  i t  w a s  w o u l d  i n v o l v e  t h e  l i t i g a t i o n .

M r .  B a r b e r  a s k e d  w h e t h e r  a  c h a n g e  o f  v e r b a g e  w o u l d  t e n d  t o  

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

M r .  F r e e m a n  a s k e d  w h e t h e r  t h e  J u d i c i a r y  C o m m i t t e e  S u b s t i t u t e  

w a s  a n  i m p r o v e m e n t  o v e r  t h e  o r i g i n a l  b i l l .  M r .  C o n d o n  t h o u g h t  
i t  w a s ,  a n d  t h e  o n l y  a r e a  o f  c h a n g e  t h e y  r e c o m m e n d e d  w a s  t o  
s u b s t i t u t e  t h e  a d m i n i s t r a t i o n ' s  l a n g u a g e  i n  . 1 6 0 .

O n e  o t h e r  a r e a  h e  w a s  s o m e w h a t  c o n c e r n e d  a b o u t  w a s  t h e  d e f i n i ­
t i o n  o f  ( 8 )  " s u b j e c t  t o  t h e  l e a s e " .  H e  d i d n ' t  k n o w  t h e  l e g a l  

e f f e c t  i n c l u s i o n  o f  t h i s  " s u b j e c t  t o  t h e  l e a s e "  h a d .  H e  h a d  
n o  o b j e c t i o n  t o  l e a v i n g  i t  i n ,  b u t  h a d  n o  l e g a l  o p i n i o n .
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M r .  M a l o n e  w a s  a s k e d  t o  t e s t i f y  o n  t h e  J u d i c i a r y  C o m m i t t e e  

S u b s t i t u t e .  H e  s a i d  t h a t  o n  p a g e  2 ,  s e c t i o n  2 ,  . 0 3 0 ,  t h e  

C o m m i t t e e  f e l t  i t  w a s  t o  t h e  S t a t e ’ s  i n t e r e s t s  t o  o b t a i n  n o t i c e  

o f  t h e  a b a n d o n m e n t .  H e  d i d n ’ t  s e e  w h y  t h e  S t a t e  c o u l d n ’ t  r e ­
q u i r e  c e r t i f i c a t i o n  o f  a b a n d o n m e n t  a t  l e a s t  s o  f a r  a s  i t  e f f e c t e d  
i n t e r s t a t e  t r a n s p o r t a t i o n  o n  t h a t  l i n e .  H e  s a i d  i t  h a d  b e e n  

b r o u g h t  o u t  b y  t h e  E X O N  a t t o r n e y  t h e r e  w o u l d n ’ t  b e  l e g a l  p r o b ­

l e m s  w i t h  t h a t .  H e  d i d n ' t  k n o w  w h a t  p r o b l e m  t h e r e  w o u l d  b e  i f  
c e r t i f i c a t i o n  a p p l i e d  o n l y  t o  i n t e r s t a t e  s e r v i c e .

M r .  C o n d o n  s a i d  f r o m  t h e  a d m i n i s t r a t i o n ' s  p o i n t  o f  v i e w ,  t h e y  
w e r e  g o i n g  t o  h a v e  a  c e r t i f i c a t e  o f  p u b l i c  c o n v e n i e n c e  a n d  n e c e s ­

s i t y  p o w e r .  R a t h e r  t h a n  g e t  t i e d  u p  i n  c e r t i f i c a t e s  t o  t h e  e x ­
t e n t  t h a t  i t  w o u l d  c r e a t e  s o m e  p r o b l e m s ,  t h e y  d i d n ' t  s e e  t h e  
n e e d  f o r  i t .  H e  w a s  s u r e  t h e y  c o u l d  w r i t e  s o m e  k i n d  o f  p r o v i s i o n  

t h a t  s a i d  a  p e r s o n  h a d  t o  c o m p l y  w i t h  r e g u l a t i o n s  o f  t h e  P i p e l i n e  
C o m m i s s i o n ,  i f  t h e y  w a n t e d  t o .

M r .  M a l o n e  s a i d  t h e  J u c i c i a r y  C o m m i t t e e  w a n t e d  t o  r e q u i r e  n o t i ­

f i c a t i o n  t o  t h e  C o m m i s s i o n e r  i n  t h e  e v e n t  o f  e m e r g e n c y ,  a b a b d o n -  
m e n t  o r  r e d u c t i o n  o f  s e r v i c e s ,  ( s e c t i o n  . 0 ^ 0 )

M r .  C o n d o n  s a i d  i t  c r e a t e d  a  r e m o t e  l e g a l  p r o b l e m  i n  t h a t  t h e y  
c a n ' t  r e q u i r e  t e m p o r a r y  e m e r g e n c y  s e r v i c e  t h a t  i s  i n c o n s i s t e n t  
w i t h  f e d e r a l  l a w .  H e  s a i d  i t  d i d n ' t  e f f e c t  t h e i r  l a w  s u i t  n o w  
a n d  t h a t  i t  m i g h t  n o t  b e  a n y t h i n g  w o r t h  w o r r y i n g  a b o u t  i n  t h e  
f u t u r e .

M r .  M a l o n e  s a i d  t h a t  i n  S e c t i o n  . 0 7 0  r e g a r d i n g  n o t i c e  o f  a p p l i ­
c a t i o n  t h e r e  h a d  b e e n  o n e  s i g n i f i c a n t  c h a n g e .  T h e  f e e l i n g  w a s  

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

M r .  M a l o n e  s a i d  t h e  J u d i c i a r y  C o m m i t t e e  h a d  t r i e d  t o  e x t e n d  t h e  

a u t h o r i t y  o f  t h e  a d m i n i s t r a t i o n  i n  c e r t a i n  a r e a s .  H e  r e f e r r e d  
t h e m  t o  p a g e  7 ,  s e c t i o n  . 1 2 0 ,  s u b s e c t i o n  ( 3 ) .  F i r s t  o f  a l l ,  t h e y  
h a d  m a d e  t h e  c o m m o n  c a r r i e r  r e g u l a t i o n  m a n d a t o r y .  T h e y  f e l t  
t h a t  p a r t i c u l a r l y  i n  t h e  c a s e  o f  T A P S  i t  s h o u l d  b e  a  c o m m o n  c a r ­
r i e r  b y  l a w .  H e  s a i d  t h e r e  w a s  o n e  q u e s t i o n  h e  w a n t e d  t o  r a i s e  

a n d  t h a t  w a s  i n  t h e  l a n g u a g e  o n  l i n e  1 1  w h e r e  i t  s a y s  t h e  c o m m o n  
c a r r i e r  c o v e n e n t  d o e s n ' t  a p p l y  t o  p i p e l i n e s  s u b j e c t  t o  r e g u l a t i o n s  
o f  t h e  N a t u r a l  G a s  A c t .

M r .  C o n d o n  s a i d  t h a t  w a s  c e r t a i n l y  n o t  i n v o l v e d  w i t h  t h e  p r e s e n t  
l a w  s u i t .  H e  s a i d  t h e y  d i d n ' t  t h i n k  t h e y  c o u l d  r e q u i r e  a  c a r r i e r  

s u b j e c t  t o  t h e  N a t i o n a l  G a s  A c t  t o  b e c o m e  a  c o m m o n  c a r r i e r .

M r .  M a l o n e  w e n t  o n  t o  p a g e s  8  a n d  9 ,  s u b s e c t i o n  ( 7 ) .  T h e  C o m ­
m i t t e e  h a d  i n s e r t e d  l a n g u a g e  f o r  p u r c h a s e  t h a t  t h e  m e m b e r s  o f
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t h e  c o n s o r t i u m  h a d  a g r e e d  t o  b e t w e e n  t h e m s e l v e s .  T h e y  i n s e r t e d  

a  f o r m u l a  t o  * o m e  u p  w i t h  d e f i n i t e  c o s t  f i g u r e s . T h i s  w o u l d  
p r o t e c t  t h e  S t a t e  b y  s a y i n g  t h i s  a m o u n t  a n d  n o  m o r e .

M r .  M a l o n e  s a i d  t h e  J u d i c i a r y  C o m m i t t e e  f e l t  t h a t  5% w a s  p r o b a b l y  
s u f f i c i e n t  t o  p r o v i d e  t h e  t y p e  o f  i n t e r e s t  t h e y  w a n t e d .  B y  e x e r ­

c i s e  o f  t h i s  o p t i o n ,  t h e y  c o u l d  p r o v i d e  u n d i v i d e d  i n t e r e s t  i n  
t h e  p i p e l i n e  a n d  o p e r a t e  i t  t o  t h e  b e n e f i t  o f  t h e  S t a t e .  T h e r e  
i s  n o  r e a l  r e a s o n  t o  l i m i t  t o  5% o n  t h e  r i g h t  o f  r e f u s a l .  T h e  
o p t i o n  t o  b u y  i s  i m p o r t a n t .

M r .  M a l o n e  s t a t e d  t h a t  i n  t h e  o r i g i n a l  b i l l ,  t h e y  h a d  s e t  t h e  

t e r m s  o f  p u r c h a s e  a t  t h e  d i s c r e t i o n  o f  t h e  l e s s e e .  T h i s  m e a n t  
t h e y  c o u l d  s e t  a n y  p r i c e  t h e y  w a n t e d  a n d  t h e  o n l y  t h i n g  t h e  S t a t e  
c o u l d  d o  i f  i t  w a s  t o o  h i g h  w a s  t u r n  d o w n  t h e  d e a l .  T h e  l a n g u a g e  
t h e  J u d i c i a r y  C o m m i t t e e  p u t  i n  w a s  p r o v i d e d  b y  M r .  K i l g o r e  o f  
L e v y  a n d  L i p t o n  A s s o c i a t e s .  T h e  l a n g u a g e  w a s  n o t  h i s  " b e s t "  
r e c o m m e n d a t i o n .

M r .  C o n d o n  n o t e d  t h a t  t h e  l a n g u a g e  c a m e  r i g h t  o u t  o f  t h e  T A P S  
A g r e e m e n t .

M r .  W a r w i c k  n o t e d  i t  s a i d  t h e r e  d i d n ' t  h a v e  t o  b e  a  w i l l i n g  s e l l e r  
t h e  S t a t e  w o u l d  b u y  i t  i f  i t  w a n t e d  t o .

M r .  M a l o n e  s a i d  t h e y  h a d  n o  a u t h o r i t y  t o  c o n d e m n .  T h e r e  i s  a  
q u e s t i o n  a s  t o  w h e t h e r  t h e  S t a t e  h a s  t h e  r i g h t  t o  c o n d e m n  a n  

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

p a y  m a r k e t  v a l u e ,  b u t  i t  i s  n o t  c l e a r  u n d e r  e x i s t i n g  l a w  w h e t h e r  
t h e y  h a v e  t h e  r i g h t .  T h e  J u d i c i a r y  C o m m i t t e e  f e l t  i t  b e t t e r  

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

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

o t h e r  o w n e r s  o f  t h e  p i p e l i n e .  I t  w a s  t h e  f e e l i n g  o f  t h e  J u d i c i a r y  
C o m m i t t e e  t h a t  t r a n s f e r s  b e t w e e n  t h e  o w n e r s  t h e m s e l v e s  d i d n ' t  
n e c e s s a r i l y  g i v e  t h e  S t a t e  t h e  r i g h t  t o  b u y  i n .  H o w e v e r ,  t h e y  
p u t  I n  a  p r o v i s i o n  f o r  n o t i f i c a t i o n  i n  c a s e  o f  t r a n s f e r  o f  I n t e r ­
e s t s  .

H e  w e n t  o n  t o  p a g e  1 0 ,  l i n e s  1 2 - 1 3 .  T h e  J u d i c i a r y  C o m m i t t e e  
w a n t e d  t o  m a k e  s u r e  a  p e r s o n  c o u l d  f l a n g e  u p .  H e  n o t e d  t h a t  

" p e r s o n s "  o n  l i n e  1 2  d i d n ' t  i n c l u d e  m u n i c i p a l  c o r p o r a t i o n s .  H e
t h o u g h t  t h e y  s h o u l d  i n c l u d e  t h e m .

M r .  M a l o n e  s a i d  t h a t  s u b s e c t i o n  ( 1 1 )  o n  p a g e  1 0  i m p o s e d  s t r i c t  
l i a b i l i t y  o n  t h e  p i p e l i n e  o p e r a t o r  e x c e p t  f o r  a c t s  o f  w a r .
T h e y  f e l t  t h e r e  s h o u l d  b e  s t r i c t  l i a b i l i t y  a s  f a r  a s  c o m p e n s a ­
t i o n  g o e s  f o r  e v e r y  p i p e l i n e  i n  t h e  S t a t e .
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M r .  M a l o n e  p o i n t e d  o u t  t h a t  s u b s e c t i o n  ( 1 7 )  o n  p a g e  1 1  p r o v i d e d  

f o r  a d d i t i o n a l  l i n e s  w i t h i n  t h e  r i g h t - o f - w a y .

M r .  M a l o n e  r e f e r r e d  t h e m  t o  l i n e s  2  t h r o u g h  6  o n  p a g e  1 4  w h e r e  

i t  s a y s  " T h e  a p p r a i s e d  f a i r  m a r k e t  v a l u e  o f  t h e  l a n d  l e a s e d  

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

l i n e  p u r p o s e s . "  H e  s a i d  t h e  H o u s e  R e s o u r c e s  C o m m i t t e e  h a d  
s t r i k e n  t h e m  f r o m  t h e  b i l l .  H e  t h o u g h t  t h e y  w e r e  r i g h t .  i H e  
f e l t  t h e y  s h o u l d  d e t e r m i n e  t h e  h i g h e s t  a n d  b e s t  u s e  a s  w i t h  a n y  

p r o p e r t y .  H e  f e l t  t h e  l a n g u a g e  m a d e  i t  i m p o s s i b l e  t o  a s s e s s  
a t  f a i r  m a r k e t  v a l u e .

M r .  C o n d o n  s a i d  h e  d i d n ’ t  k n o w  w h a t  a p p r a i s e d  f a i r  m a r k e t  v a l u e  o f  
t h e  l a n d  w a s .  H e  s a i d  i f  t h e  p i p e l i n e  w e n t  t h r o u g h  i t  w o u l d  

r a i s e  t h e  v a l u e  o f  t h e  l a n d  a r o u n d  i t .  H e  p o i n t e d  o u t  t h e  a d m i n ­
i s t r a t i o n  w a s  nc f c  a d v o c a t i n g  a  p o s i t i o n  o f  w h a t e v e r  t h e  m a r k e t  
w o u l d  b e a r .

M r .  M a l o n e  s a i d  t h a t  o n  l i n e s  2 2 - 2 3  o n  t h e  s a m e  p a g e  h e  d i d n ’ t  

t h i n k  t h e  p a r e n t h e s i s  a r o u n d  " i n c l u d i n g  s u b s i d i a r i e s ,  p a r e n t s  

a n d  a f f i l i a t e s  o f  t h e  o w n e r s "  s h o u l d  r e m a i n  i n  t h e  b i l l .  H e  

t h o u g h t  i t  m i g h t  e f f e c t  t h e  S t a t e ’ s  i n t e r e s t s .

H e  s a i d  t h a t  o n  l i n e s  2 4  a n d  2 5  t h e  J u d i c i a r y  C o m m i t t e e  h a s  
l a n g u a g e  " a f t e r  c o n s i d e r a t i o n  o f  t h e  p u b l i c  i n t e r e s t ,  c o n v e n ­
i e n c e ,  a n d  n e c e s s i t y "  w h i c h  i m p l i e s  s o m e  t y p e  o f  r e g u l a t i o n .  

P r e s e n t l y  t h e  l a w  l i m i t s  w h a t  t h e  C o m m i s s i o n e r  c a n  c o n s i d e r .

M r .  M a l o n e  w e n t  o n  t o  p a g e  1 6 ,  l i n e s  1 - 5 .  T h i s  w a s  J u d i c i a r y  
l a n g u a g e  a n d  t h e y  w a n t e d  i t  i n  t h e  b i l l .

R e g a r d i n g  S e c t i o n  . 2 3 0 ,  d e f i n i t i o n s ,  M r .  M a l o n e  s a i d  t h e  m a i n  

d i f f e r e n c e  b e t w e e n  t h e  C o m m i t t e e ' s  a p p r o a c h  t o  d e f i n i t i o n s  
a n d  t h e  a d m i n i s t r a t i o n ' s  a p p r o a c h  w a s  t h e  a d m i n i s t r a t i o n  f e l t  
a l l  d e f i n i t i o n s  w e r e n ' t  n e c e s s a r y .  T h e  m a j o r  d i f f e r e n c e  i s  

i n  ( 5 )  " p i p e l i n e "  o r  " p i p e l i n e  f a c i l i t y " .  T h e  C o m m i t t e e  f e l t  
i t  b e t t e r  t o  d e f i n e  i t  a s  a  m a t t e r  o f  l a w .

M r .  M a l o n e  s a i d  t h a t  S e c t i o n  2 0  i n  t h e  C o m m i t t e e  S u b s t i t u t e  
w a s  t h e  s a m e  a s  S e c t i o n  1 9  i n  t h e  G o v e r n o r ' s  b i l l .  T h e y  r e f ­
e r e n c e d  t h i s  i n t o  S e c t i o n  2 1  b e c a u s e  t h e y  h a v e  t o  g i v e  t h e  

C o m m i s s i o n e r  t h e  r i g h t  t o  p u r c h a s e .

M e e t i n g  r e c e s s e d  a t  1 0 : 3 5  A . M .
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AFTER RECESS
11:00 A.M.

^ R E C E S S

M r .  W a r w i c k  w a s  i n t e r e s t e d  i n  h e a r i n g  M r .  E p p e n b a c h * s  c o m m e n t s  
a s  t o  t h e  f i n a n c i a l  a s p e c t s  o f  H B  3  a n d  a l s o  h i s  c o m m e n t s  o n  
t h e  s h e e t s  w h i c h  L e g i s l a t i v e  F i n a n c e  h a d  p r e p a r e d  r e g a r d i n g  

r i g h t - o f - w a y  l e a s i n g .  ( S e e  p a g e  1 3 6  o f  t h e  M i n u t e s . )

M r .  E p p e n b a c h  s a i d  t h e  a d m i n i s t r a t i o n ' s  b i l l  a n d  t h e  C o m m i t t e e  
S u b s t i t u t e  p r o v i d e d  f o r  c o m p e n s a t i o n  o n  t h e  b a s i s  o f  f a i r  m a r k e t  

v a l u e .  I t  w a s  d i f f i c u l t  t o  s e e  w h a t  r e v e n u e  t h e  f o r m u l a  w o u l d  
h a v e  p r o v i d e d .  H e  s a i d  t h e y  w e r e  f o r c a s t i n g  $ 2  m i l l i o n  t h e  f i r s t  

y e a r  o f  o p e r a t i o n  a n d  $ 4 0 - $ 5 0  m i l l i o n  i n  o p e r a t i o n  y e a r s .  T h e y  

t o o k  t h e  a s s u m p t i o n  t h a t  t h e  p i p e l i n e  w a s  g o i n g  t o  r u n  a t  7% 

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

h i s  p e r s o n a l  e x p e r i e n c e  w i t h  t h e  R i g h t - o f - W a y  b i l l ,  i t  w a s  n o t  
t h e  i n t e n t i o n  t h a t  i t  b e  a  r e v e n u e  r a i s i n g  m e a s u r e .

M r .  C o n d o n  s a i d  i t  w a s  t h e i r  j u d g m e n t  t h a t  t h e  p i p e l i n e  c o m p a n i e s  
h a v e  e c o n o m i c  i n c e n t i v e  i n t o  t h e  s i t u a t i o n  t o  g o  p r e t t y  c l o s e  t o  
t h e  r a t e  o f  r e t u r n  I . C . C .  a l l o w s ,  u n l e s s  t h e y  c a n  c o n v i n c e  I . C . C .  
t h a t  i t  i s  t o o  h i g h .  T h e y  a r e  t h i n k i n g  o n  t h e  a v e r a g e  t h e  r e t u r n  

v a l u e  w i l l  b e  a r o u n d  $ 4 0  m i l l i o n  a  y e a r .  T h i s  i s  k e y e d  i n t o  
p r o f i t s  b e f o r e  t a x e s  r a t h e r  t h a n  p r o f i t s  a f t e r  t a x e s .

M r .  W a r w i c k  s a i d  I . C . C .  l e t s  t h e m  e a r n  7% o n  a s s e t s .  H e  a s k e d  
i f  t h e y  r e s t r i c t e d  t h e i r  d e d u c t i o n s — w h e t h e r  t h e y  d e d u c t e d  a l l  

S t a t e  t a x e s .  M r .  C o n d o n  r e p l i e d  J u s t  o n  p i p e l i n e  o p e r a t i o n .

M r .  C o n d o n  p o i n t e d  o u t  t h a t  t h e  p a r e n t  c o r p o r a t i o n  p a y s  t a x e s  

o n  a  c o n s o l i d a t e d  b a s i s .  H e  s a i d  t h e  s e v e r a n c e  t a x  I s  d e d u c t i b l e  

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

M r .  W a r w i c k  a s k e d  i f  t h e r e  w e r e  a n y  f i g u r e s  i n  r e g a r d  t o  I n c o m e  
t a x .  M r .  E p p e n b a c h  s a i d  t h a t  f o r  t h e  f i r s t  y e a r  t h e  p i p e l i n e  
w i l l  n o t  g e n e r a t e  t a x a b l e  i n c o m e  g i v e n  a l l  c r e d i t s  a l l o w e d .  I n  

t h e  s e c o n d  y e a r  t h e y  p r e d i c t  i n  t h e  a r e a  o f  $ 2 5  m i l l i o n .  T h e  
f o l l o w i n g  y e a r s  t h e y  e x p e c t  a  t r e n d i n g  u p  t o  o v e r  $ 3 0  m i l l i o n .

T h e  S t a t e  h a s  t h e  r i g h t  t o  t a x  I n c o m e  g e n e r a t e d  b y  t h e  c o r p o r a t i o n  
o n  t h e  b a s i s  o f  a  t h r e e  v a r i a b l e  f o r m u l a :  n u m b e r  o f  p e r s o n s  e m ­

p l o y e d ,  a s s e t s  e m p l o y e d  a n d  a n n u a l  s a l e s .

M r .  E p p e n b a c h  s a i d  t h e y  w e r e  w o r k i n g  t o  d e v e l o p  t h e  S t a t e ' s  
r i g h t s  f o r  t a x a t i o n .  H e  s a i d  t h e y  c o u l d n ' t  c o n t r o l  r e g u l a t i o n s  

u n d e r w a y  i n  t h e  f e d e r a l  c o u r t s  a n d  t h e y  d o n ' t  k n o w  w h a t  C o n g r e s s  
m i g h t  e n a c t .

M e e t i n g  r e c e s s e d  a t  1 1 : 5 5  A . M .

Vice Chairman Haugen called the meeting back to order.
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h i g h e r  o i 1 f . ) o  f o r m u l a s — o n e  r e l a t i n g  t o  p i p e l i n e  a s s e t s ,  a n d  t h e  c  

t o  n o t  w a r n i n g s  o f  t h e  p i p e l i n e .  A c c o r d i n g  t o  t h e  j o i n t  s t i p ’u l a t i  

i n  t h e -  o i l  c o m p a n i e s 1 s u i t  a g a i n s t  t h e  S t a t e ,  t h e  a s s e t  f o r m u l a ,

" A S  3 8 , 3 5 . 1 4 0 ( a ) ,  w o u l d  r e q u i r e  a  m i n i m u m  a g g r e g a t e  

o a y m e n t  b y  t h e  T A P S  o w n e r s  b -j t h e  S t a t e  o f  a p p r o x i m a t e l y  

* $ 7 * 2 , 7 3 9 , 8 0 0  ( o r  $ 2 , 0 7 8 , 2 8 0  p e r  y e a r ) ,  i f  T A P S  w e r e  c o n ­

s t r u c t e d  f o r  a  t h r o u g h p u t  c a p a c i t y  c - f  2 , 0 0 0 , 0 0 0  b a r r e l s  

p e r  d a y .  T h e  m i n i m u m  a g g r e g a t e  r e n t a l  p a y m e n t  w o u l d  b e  

a p p r o x i m a t e l y  $ 6 7 , 9 0 0 , 0 0 0  ( o r  $ 1 , 9 4 0 , 0 0 0  p e r  y e a r )  i f  

T A P S  w e r e  c o n s t r u c t e d  f o r . a  t h r o u g h p u t  c a p a c i t y  o f  

1 , 2 0 0 , 0 0 0  b a r r e l s  p e r  d a y . "

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

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

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

" ( 1 )  ’ P r o p o s e d  r e g u l a t i o n s 5 m u l t i p l i e s  b o t h  : n e t  

e a r n i n g s '  a n d  ' t o t a l  a s s e t s '  ( a s  t h e s e  t e r m s  a r e  u s e d  

i n  A S  3 8 . 3 5 . 1 4 0 ( a ) ( 2 )  b y  a  t e r m  r e f e r r e d  t o  a s  t h e  

A l a s k a  L a n d  F a c t o r  ( A L P ) .  T h e  A l a s k a  L a n d  F a c t o r  i s  

d e f i n e d  a s  t h e  l e n g t h  c f  r i g h t - ~ f - . - :  a y  o v e r  l a n d  i n  
w h i c h  t h e  s t a t e  h a s  a n  o w n e r s h i p  I n t e r e s t  d i v i d e d  b y  

t h e  t o t a l  l e n g t h  o f  t h e  p i p e l i n e  i n  t h e  s t a t e .  S u c h  

/ ' v i c t o r  i s  O o I o j .  T h i s  f o r m u l a  a l s o  p r o v i d e s  t h a t :  I n  <• 

d e t e n r . j  n  L n g  ' n e t  e a r n i n g s ' ,  b o t h  t h e  m i n i m u m  r e n t a l  ' 

u n d e r  A S  J . ' i .  3 5 .  1 4 0 ( a )  ( 1 )  a n d  t h e  p e r c e n t a g e  r e n t a l  

u n d e r  A S  3 8 . 3 5 . 1 4 0 ( a ) ( 2 )  s h a l l  b e  d e d u c t e d  f r o m  g r o s s  

r e v e n u e s .

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

d e s c r i b e d  a b o v e  e x c e p t  t h a t  t h e  A l a s k a  L a n d  F a c t o r  i s  

n o t  u s e d .

( 3 )  ’ F o r m u l a  B '  i s  i u e n t . i c a l  t o  F o r m u a l  A  e x c e p t  

t h a t  t h e  p e r c e n t a g e  r e n t a l  u n d e r  A S  3 8 . 3 5 . 1 4 0 ( a ) ( 2 )  i s  

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

r

F o l l o w i n g  t h e s e  v a r i o u s  a p p r o a c h e s ,
%

" t h e  a v e r a g e  a n n u a l  a g g r e g a t e  a m o u n t  o f  t h e  r e n t  p a y a b l e  

t o  t h e  s t a t e  o v e r  t h e  l i f e  o f  t h e  p i p e l i n e  b y  a l l  T A P S  

o w n e r s  w i l l  b e  a p p r o x i m a t e l y  a s  f o i l c v . c .  a s s u m i n g ;  d i f ­

f e r e n t  r a t e s  o f  r e t u r n  c n  I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  

v a l u a t i o n  c f  t h e  p i p e l i n e  p r o p e r t y :
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I C v .  P. a t e U s i n g  P r o p o s e d

o f ‘ R e t u r n R e g u l a t i o n s U s i n m  T o r  m u  l a  A
*

I f  P i p e l i n e i s  C o n s t r u c t e d  f c r

1 , 2 0 0 , 0 0 0  b b l / d a y  T h r o u g h p u t  C a p a c i t y

0 p e r c e n t $  6 , 7 0 0 , 0 0 0 $ 2 0 , 3 0 0 , 0 0 0

4 p e r c e n t 1 6 , 3 0 0 , 0 0 0 5 2 , 4 0 0 . 0 0 0

5 p e r c e n t 2 3 , 5 0 0 , 0 0 0 7 5 , 9 0 0 , 0 0 0

7 p e r c e n t 4 0 , 5 0 0 , 0 0 0 1 2 9 , 3 0 0 , 0 0 0

••

I f  P i p e l i n e i s  C o n s t r u c t e d  f c r

2 , 0 0 0 , 0 0 0  b b / d a y T h r o u g h p u t  C a p a c i t y

2 p e r c e n t $ 7 , 1 0 0 , 0 0 0 $ 2 1 , 5 0 0 , 0 0 0

4 p e r c e n t 1 7 , 2 0 0 , 0 0 0 5 5 , ^ 0 0 , 0 0 0

5 p e r c e n t 2 4 , 9 0 0 , 0 0 0 8 0 , 3 0 0 , 0 0 0

7 p e r c e n t 4 2 , 9 0 0 , 0 0 0 1 2 7 , 0 0 0 , 0 0 0

U cir.fr  T’c r r . u l a  H

$  3 9 , 3 0 0 , 0 0 0  

1 0 3 , 5 0 0 , 0 0 0  
1 5 0 , 8 0 0 , 0 0 0  
2 5 8 , 6 0 0 , 0 0 0

$  4 1 , 7 0 0 , 0 0 0  

1 0 9 , 5 0 0 , 0 0 0  
159j  6 0 0 , 0 0 0  
2 7 ^ , 1 0 0 . 0 0 0

T h u s ,  i n  a l l  t h e  o a s e s  c o n s i d e r e d ,  u n d e r  e x i s t i n g  l a v / ,  t h e  n e t  

e a r n  j  n g s  f o r m u l a  w o u l d  y i e l d  g r e a t e r  r e v e n u e  a n d  t h u s  b e  i n  e f f e c t .  
T h e r e  i . s  s o m e  f e e i . i n g  t h a t  t h e  4 £  I C C  r a t e  o f  r e t u r n  i s  t h e  o n e  t h a t  
o i l  c o m p a n i e s  > ; o u l d  c h o o s e .

r
G o v e r n o r  E r : a n ' s  p r o p o s a l  f o r  r i g h t - o f - w a y  l e a s  j  n r :  w o u l d  s u b ­

s t i t u t e  a  r e n t a l  b a s e d  o n  f a i r  m a r k e t  v a l u e .  A c c o r d i n g  t o  t h e  

p l a i n t i f f ' s  p r o p p e d  s t i p u l a t i o n s  o f  f a c t ,  t h e  m a r k e t  v a l u e  o f  

S t a t e  r i g h t - o f - w a y  ( ? * J 9  o f  t h e  7 8 9  m i l e s )  i s  b e t w e e n  $ 3 8 4 , 2 * 6  d  

$ 4 6 7 , 6 1 2  a s  c u m i n s ;  a  v a l u e  o f  £ 3 7  -  $ 1 0 6  p e r  a c r e .  T h u s ,  t h e  r e v e n u e  

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

A  c o m m o n  p r a c t i c e  i n  l e a s i n g  b y  t h e  D e p a r t m e n t  o f  n a t u r a l  R e s o u r c e s  

h a s  b e e n  t o  c h a r g e  a n  a n n u a l  r e n t a l  e q u i v a l e n t  t o  0 % o f  t h e  f a i > *  i r & v  
v a l u e .
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HOUSE FINANCE COMMITTEE
November 3, 1973

8:40 a.m.

A l l  m e m b e r s  o f  t h e  C o m m i t t e e  w i t h  t h e  e x c e p t i o n  o f  M r .  

H i l l s t r a n d .  M r .  W i l l  C o n d o n ,  A s s i s t a n t  A t t o r n e y  G e n e r a l ,  
G e n e r a l  C i v i l  S e c t i o n .  R e p r e s e n t a t i v e s  F r i t z ,  G a r d i n e r ,  

M a l o n e .  M r .  R o b e r t  W a l k e r ,  E x x o n  C o r p o r a t i o n ,  a n d  M r .

T i m  B r a d n e r ,  B r i t i s h  P e t r o l e u m  l o b b y i s t .

V i c e  C h a i r m a n  H a u g e n  c a l l e d  t h e  m e e t i n g  t o  o r d e r .

R e p r e s e n t a t i v e  W a r w i c k  m o v e d  t h a t  t h e  C o m m i t t e e  c o n s i d e r  

t h e  J u d i c i a r y  C o m m i t t e e  S u b s t i t u t e  f o r  H o u s e  B i l l  3  ( r e ­

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

t r a n s p o r t a t i o n  o f  o i l ,  p r o d u c t s  o r  n a t u r a l  g a s ) .  M r .

F r e e m a n  o b j e c t e d .

M r .  F r e e m a n  a s k e d  M r .  W a r w i c k  f o r  t h e  r e a s o n i n g  b e h i n d  
c o n s i d e r a t i o n  o f  C S H B  3  r a t h e r  t h a n  t h e  o r i g i n a l  H B  3 .
M r .  W a r w i c k  s t a t e d  t h a t  M r .  C o n d o n  h a d  i n f o r m e d  t h e  
C o m m i t t e e  t h e  p r e c e d i n g  d a y  t h a t  t h e  C o m m i t t e e  S u b s t i t u t e  

i s  t h e  " b e t t e r  b i l l "  e x c e p t  f o r  t w o  o r  t h r e e  p r o v i s i o n s .

M r ,  W a r w i c k  s a i d  t h a t  C S H B  3  i s  m o r e  p r o f i t a b l e  f r o m  t h e  
s t a t e ' s  p o i n t  o f  v i e w .  T h e  t w o  p a r t i c u l a r  p r o v i s i o n s  t h a t  

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

c o n v e n i e n c e  a n d  n e c e s s i t y  p r o v i s i o n s .

M r .  F r e e m a n  r e m o v e d  h i s  o b j e c t i o n .  T h e r e  b e i n g  n o  o b j e c t i o n  

t o  M r .  W a r w i c k ’ s  m o t i o n  t o  c o n s i d e r  C S H B  3 a t  t h i s  t i m e ,  

i t  w a s  s o  o r d e r e d .

M r .  W a r w i c k  t h e n  r e f e r r e d  t o  P a g e  3> L i n e  2 4  o f  C S H B  3 
( s e e  b i l l  f i l e ) .  M r .  W a r w i c k  s t a t e d  t h a t  h e  f e l t  i t  w a s  
n o t  n e c e s s a r y  t o  h a v e  p u b l i c  h e a r i n g s  o n  e v e r y  a p p l i c a t i o n  

f o r  r i g h t - o f - w a y  l e a s e s .  M r .  B a r b e r  r e c o m m e n d e d  t h a t  t h e  
w o r d  " s h a l l "  b e  r e p l a c e d  w i t h  t h e  w o r d  " m a y "  i n  L i n e  1 8  
w h i c h  w o u l d  p r o d u c e  t h e  f o l l o w i n g  l a n g u a g e :  " . . . t h e  c o m ­

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

h e l d  o n  t h e  a p p l i c a t i o n ; "  M r .  C o n d o n  p o i n t e d  o u t  t h a t  

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

g o i n g  t o  b e  a  h e a r i n g  a n d  t h e r e f o r e ,  i f  t h e  a b o v e  c h a n g e  
i s  m a d e ,  a l l  o f  S e c t i o n s  3 8 . 3 5 . 0 7 0  a n d  . 0 8 0  m u s t  b e  r e ­

s t r u c t u r e d  ( S e c .  4 o f  C S H B  3 ) .

M r .  C o n d o n  t h e n  r e f e r r e d  t o  S e c .  3  o f  t h e  b i l l ,  A S  3 8 . 3 5 - 0 4 0  

( T e m p o r a r y  o r e m e r g e n c y  s e r v i c e  o r  a b a n d o n m e n t ,  r e d u c t i o n  o r  

i m p a i r m e n t  o f  s e r v i c e  b y  l e s s e e ) .  H e  s t a t e d  t h a t  h e  w o u l d  
l i k e  t o  c o r r e c t  h i s  c o m m e n t s  m a d e  y e s t e r d a y  w i t h  r e g a r d  t o  
t h e  d i s c l a i m e r  p o r t i o n  o f  t h i s  s e c t i o n .  M r .  C o n d o n  s a i d  h e  
h a d  n o t  r e a d  t h e  e n d  o f  t h e  s e c t i o n  a s  c l o s e l y  a s  h e  s h o u l d  
h a v e ,  a n d  n o w  f e l t  t h a t  t h e  d i s c l a i m e r  d i d  n o t  t a k e  c a r e  o f
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t h e  l e g a l  p r o b l e m .  M r .  C o n d o n  s t a t e d  t h a t  o n c e  t h e  r e q u i r e m e n t s  

a r e  i m p o s e d ,  i t  i s  p o s s i b l e  t h a t  i t  w o n ' t  v i o l a t e  f e d e r a l  l a w ,  

b u t  t h i s  m a y  t a k e  a w a y  t h e i r  r i g h t  t o  s a y  t h e  s t a t e  c a n n o t  i m p o s e  
i t .  M r .  C o n d o n  t o l d  t h e  C o m m i t t e e  t h a t  a  b e t t e r  d i s c l a i m e r  c a n  
a n d  s h o u l d  b e  w r i t t e n .  M r .  S p e c k i n g  a n d  M r .  W a r w i c k  a s k e d  

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

M r .  W a r w i c k  t h e n  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  f o r  t h e  a d o p t i o n  
o f  t h e  f o l l o w i n g  c h a n g e s  u n d e r  S e c .  6  ' ( N o t i c e  o f  A p p l i c a t i o n )  o f  
C S H B  3 :

P a g e  3 ,  L i n e  2 3 :  a f t e r  t h e  t h e  w o r d  " a p p l i c a t i o n ; " ,
i n s e r t  t h e  w o r d  " a n d " .

P a g e  3 ,  L i n e  2 4 :  b e f o r e  t h e  w o r d  " t h e " ,  i n s e r t  t h e
w o r d s  " i f  w a r r a n t e d " .

P a g e  4 ,  L i n e  1 7 :  c h a n g e  t h e  w o r d  " s h a l l "  t o  " m a y "

T h e r e  b e i n g  n o  o b j e c t i o n ,  i t  w a s  s o  o r d e r e d .

M r .  S a y l o r s  t h e n  m o v e d  f o r  t h e  a d o p t i o n  o f  t h e  f o l l o w i n g  c h a n g e s  
i n  C S H B  3  u n d e r  S e c . 1 0  o f  t h e  b i l l :

P a g e  9 3 L i n e  8 :  b e t w e e n  t h e  w o r d s  " o f "  a n d  " t o " ,

d e l e t e  t h e  p a r e n t h e s i s ;  i n s e r t  

p a r e n t h e s i s  b e t w e e n  t h e  w o r d s  
" p e r s o n "  a n d  " e t h e r " .

P a g e  9 ,  L i n e s  1 4  d e l e t e  " b u t  t h e  s t a t e  m a y  n o t  a c q u i r e
t h r o u g h  1 6 :  m o r e  t h a n  a  t o t a l  u n d i v i d e d  i n t e r e s t

o f  f i v e  p e r  c e n t  i n  t h e  e n t i r e  l e n g t h  ~
o f  t h e  p i p e l i n e  w i t h i n  t h e  s t a t e "

M r .  W a r w i c k  t h e n  r e f e r r e d  t o  t h e  p u r c h a s e  o p t i o n  a n d  a s k e d  M r .  

S a y l o r s  i f  h e  w i s h e d  t o  l e a v e  t h e  5% a m o u n t  i n .  M r .  S a y l o r s  
a n s w e r e d  y e s .  M r .  W a r w i c k  t h e n  o b j e c t e d  t o  M r .  S a y l o r ' s  m o t i o n .

M r .  W a r w i c k  s t a t e d  t h a t  t h e r e  m a y  b e  v a l i d i t y  t o  t h e  w a y  t h e  
p u r c h a s e  o p t i o n  i s  s p e l l e d  o u t ,  b u t  t h e  l a n g u a g e  i s  f r o m  t h e  T A P S  
a g r e e m e n t  a n d  a s s u m e s  t h a t  t h e r e  w i l l  b e  a  w i l l i n g  b u y e r  a n d  s e l l e r ,  

w h i c h  m a y  n o t  b e  t h e  c a s e .  M r .  W a r w i c k  s t a t e d  t h a t  h e  p r o p o s e d  t o  
g i v e  t h e  s t a t e  f i r s t  r e f u s a l  a n d  s p e l l  o u t  t h e  t e r m s  a s  i n  t h e  
G o v e r n o r ' s  ( H B  3 )  b i l l .

M r .  W a r w i c k  t h e n  a s k e d  M r .  C o n d o n  i f  t h e r e  w o u l d  b e  a  p r o b l e m  w i t h  
l e a v i n g  t h e  t e r m s  i n  t h e  b i l l  a n d  h a v i n g  t h e m  a p p l y  t o  t h e  s t a t e ' s  
f i r s t  r e f u s a l .
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M r .  C o n d o n  r e p l i e d  t h a t  " t h i n g s  m u s t  b e  t i e d  d o w n "  i n  t e r m s  o f  

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

p r i c e  a r e  n o t  n e c e s s a r y  t o  t i e  d o w n .  M r .  W a r w i c k  p o i n t e d  o u t  
t h a t  t h e  t e r m s  I n  C S H B  3  t a k e  i n  a c c u m u l a t e d  i n t e r e s t d e ­
p r e c i a t i o n ,  e t c .  H e  t h e n  s a i d  t h a t  t h e s e  t e r m s  s e e m  v e r y
a t t r a c t i v e .  M r .  B a r b e r  s t a t e d  t h a t  I t  i s  t o  t h e  i n t e r e s t  o f  t h e
s t a t e  t o  h a v e  t h e  t e r m s  a t t r a c t i v e ,  b u t  t h e  o b j e c t i o n  o f  t h e  

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

i s s u e  r a t h e r  t h a n  a  l e g a l  i s s u e .  M r .  B a r b e r  s a i d  t h a t  t h e  o i l  
c o m p a n i e s  a r e  c o n c e r n e d  t h a t  t h i s  m i g h t  h a v e  a n  e f f e c t  o n  t h e i r  

f l o a t i n g  t h e  n e c e s s a r y  f i n a n c e s .  M r .  C o n d o n  s t - i d  t h a t  w a s  

c o r r e c t .

M r .  S a y l o r s  r e n e w e d  h i s  m o t i o n  ( s e e  P a g e  1 3 9  o f  m i n u t e s ) .

M r .  W a r w i c k  s a i d  h e  w i s h e d  t o  a m e n d  t h e  m o t i o n  a n d  h a v e  a l l
o f  s u b s e c t i o n  7  i n  C S H B  3 d e l e t e d  a n d  r e p l a c e d  b y  t h e  

G o v e r n o r ’ s  l a n g u a g e  a s  f o u n d  i n  H B  3  ( S e c .  9  s u b s e c t i o n  7 >

P a g e  7 ) .  M r .  B a r b e r  o b j e c t e d .

M r .  B a r b e r  t h e n  a s k e d  M r .  C o n d o n  i f  t h e  n e w  v e r b a g e  p r o p o s e d  

b y  M r .  W a r w i c k ' s  m o t i o n  w o u l d  b e  m o r e  b e n e f i c i a l  t o  t h e  s t a t e  

t h a n  t h e  v e r b a g e  w r i t t e n  x n  C S H B  3 .  M r .  C o n d o n  s t a t e d  t h a t  
b e c a u s e  t h i s  i s  a  d e c i s i o n  b a s e d  o n  e c o n o m i c s ,  h e  f e l t  h e  
c o u l d  n o t  m a k e  a  j u d g e m e n t .  M r .  B a r b e r  t h e n  s t a t e d  t h a t  t h e  
C o m m i t t e e  s h o u l d  l e a v e  t h e  l a n g u a g e  a s  i t  i s .

D i s c u s s i o n  f o l l o w e d  r e g a r d i n g  a  c h a n g e  f r o m  t h e  5 #  p u r c h a s e  

o p t i o n  t o  t h e  2 0 %  a s  s e e n  i n  t h e  o r i g i n a l  b i l l .  M r .  C o n d o n  
s t a t e d  t h a t  t h e  G o v e r n o r  d o e s  n o t  w a n t  a n  o p t i o n  t o  p u r c h a s e .

T h e  q u e s t i o n  w a s  c a l l e d  f o r  o n  M r .  W a r w i c k ' s  m o t i o n  t o  a m e n d  
M r .  S a y l o r s '  m o t i o n — s e e  a b o v e :  T h o s e  i n  f a v o r  o f  t h e  a m e n d e d
m o t i o n  w e r e  R e p r e s e n t a t i v e s  S a y l o r s ,  H a u g e n ,  F r e e m a n ,  O s e  

W a r w i c k  a n d  B a r b e r ;  o p p o s e d  w e r e  R e p r e s e n t a t i v e s  F e r g u s o n  a n d  

S p e c k i n g ;  a n d  t h e  m o t i o n  c a r r e d  6  t o  2 .

T h e  q u e s t i o n  w a s  c a l l e d  f o r  o n  M r .  S a y l o r s '  m o t i o n  ( s e e  P a g e  1 3 9  

o f  m i n u t e s ) .  T h o s e  i n  f a v o r  o f  t h e  m o t i o n  w e r e  R e p r e s e n t a t i v e s  
H a u g e n ,  S a y l o r s ,  W a r w i c k ,  F r e e m a n ,  O s e ;  o p p o s e d  w e r e  R e p r e ­

s e n t a t i v e s  S p e c k i n g ,  F e r g u s o n ,  a n d  B a r b e r .  A n d  t h e  m o t i o n  

f a i l e d ,  5  t o  3 .

M r .  W a r w i c k  m o v e d  f o r  t h e  i n s e r t i o n  o f  t h e  w o r d s  " o r  m u n i c i p a l  
c o r p o r a t i o n s ' :  o n  P a g e  1 0 ,  L i n e  1 2  a f t e r  t h e  w o r d  " p e r s o n s " .
T h e r e  b e i n g  n o  o b j e c t i o n ,  i t  w a s  s o  o r d e r e d .

M r .  W a r w i c k  t h e n  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  t h e  
C o m m i t t e e  d e l e t e  t h e  w o r d s  " s u b j e c t  t o  t h e  l e a s e "  f r o m  P a g e  1 0 ,  

L i n e  9 ,  P a g e  1 4 ,  L i n e  1 8 ,  a n d  i t s  d e f i n i t i o n  o n  P a g e  1 7 >  L i n e  2 2 .  
M r .  C o n d o n  s t a t e d  t h a t  i t  i s  p o s s i b l e  t o  d e l e t e  " s u b j e c t  t o  t h e  

l e a s e "  o n  P a g e  1 0 ;  o n  P a g e  1 4  t o  b e  c o r r e c t ,  y o u  m u s t  s a y  " a

-140-
1.1/3/73



R E C E S S

p i p e l i n e  c r o s s i n g  l a n d s  s u b j e c t  t o  a  l e a s e ”  o r  a  " p i p e l i n e  

w h i c h  i s  s u b j e c t  t o  a n  A l a s k a  r i g h t - o f - w a y  l e a s e ” . M r .  C o n d o n  
s a i d  y o u  c o u l d  d e l e t e  " s u b j e c t  t o  t h e  l e a s e "  o n  P a g e  1 7 ,  

w h e r e  i t s  d e f i n i t i o n  i s  g i v e n .

T h e  C o m m i t t e e  t h e n  r e c e s s e d  d u e  t o  a  c a l l  o f  t h e  H o u s e  a t  

9 : 3 0  a . m .

A F T E R  R E C E S S  

N o v e m b e r  3 ,  1 9 7 3
2 : 1 0  p . m .

P R E S E N T

C S H B  3

T h e  m e e t i n g  w a s  c a l l e d  t o  o r d e r .  A l l  m e m b e r s  w e r e  p r e s e n t  W i t h  
t h e  e x c e p t i o n  o f  M r .  H i l l s t r a n d .  A l s o  p r e s e n t  w e r e  J o s h  W r i g h t ,

J .  H .  H o g a n ,  M .  B a r k e r .  R e p r e s e n t a t i v e s  M .  M i l l e r ,  M a l o n e ,  
a n d  G a r d i n e r  w e r e  a l s o  i n  a t t e n d a n c e  a s  w e r e  M r .  H o m e r  B u r r e i l ,  

D i r e c t o r ,  D i v i s i o n  o f  O i l  a n d  G a s ,  D e p a r t m e n t  o f  N a t u r a l  
R e s o u r c e s ,  a n d  M r .  T i m  B r a d n e r ,  L o b b y i s t  f o r  B r i t i s h  P e t r o l e u m .

M r .  S a y l o r s  r e f e r r e d  t o  P a g e  1 5  o f  C S H B  3 ,  L i n e  2 9 ,  a n d  s t a t e d  
t h a t  M r .  C o n d o n  s u g g e s t e d  t h a t  t h e  w o r d s  " u n d e r  S e c .  1 0 0  o f  t h i s  

c h a p t e r "  b e  i n s e r t e d  b e t w e e n  t h e  w o r d  " c o m m i s s i o n e r "  a n d  t h e  
p e r i o d  a t  t h e  e n d  o f  t h e  s e n t e n c e .  M r .  S a y l o r s  t h e n  s a i d  t h a t  
" u n d e r  S e c .  1 0 0  o f  t h i s  c h a p t e r "  s h o u l d  a l s o  b e  i n s e r t e d  o n  P a g e  
1 6 ,  L i n e  2 ,  a f t e r  t h e  w o r d  " c o m m i s s i o n e r " .

M r .  S a y l o r s  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  " u n d e r  

S e c .  1 0 0  o f  t h i s  c h a p t e r "  b e  i n s e r t e d  i n  C S H B  3 a s  m e n t i o n e d  
a b o v e .  M r .  C o n d o n  e x p l a i n e d  t o  t h e  C o m m i t t e e  t h a t  t h e  o n l y  
c o n c e r n  i n  t h e  p r o v i s i o n  ( J u d i c i a l  R e v i e w  o f  D e c i s i o n s  o f  

C o m m i s s i o n e r  o n  A p p l i c a t i o n )  i s  t h e  i n i t i a l  g r a n t i n g  o f  t h e  l e a s e ,  
a n d  n o t  o t h e r  d e c i s i o n s  t h e  c o m m i s s i o n e r  m i g h t  m a k e .

M r .  S a y l o r s  r e n e w e d  h i s  m o t i o n ,  a s k i n g  u n a n i m o u s  c o n s e n t ,  

b e i n g  n o  o b j e c t i o n ,  i t  w a s  s o  o r d e r e d .
T h e r e

M r .  C o n d o n  t h e n  r e f e r r e d  t o  P a g e  2 ,  S e c .  3  o f  C S H B  3 ,  T e m p o r a r y  
o r  E m e r g e n c y  S e r v i c e  o r  A b a n d o n m e n t ,  R e d u c t i o n  o r  I m p a i r m e n t  

o f  S e r v i c e  b y  L e s s e e :  M r .  C o n d o n  s t a t e d  t h a t  t h e  f o l l o w i n g
l a n g u a g e  s h o u l d  b e  I n s e r t e d  o n  L i n e  2 8  a f t e r  t h e  w o r d  " p o s s i b l e . " ,  
a n d  w i l l  r e p l a c e  t h e  e n d  o f  L i n e  2 8  a n d  a l l  o f  L i n e  2 9 :

" T h i s  s e c t i o n  d o e s  n o t  I m p o s e  a n y  o b l i g a t i o n  u p o n  t h e  
l e s s e e  v / h i c h  c o u l d  n o t  c o n s t i t u t i o n a l l y  b e  i m p o s e d  b y  
a  d i r e c t  e x e r c i s e  o f  s t a t e  r e g u l a t i o n  o r  a n y  o b l i g a t i o n ’ !

T h e  a b o v e  l a n g u a g e  w o u l d  p r e c e d e  t h e  r e m a i n d e r  o f  t h e  s e n t e n c e  
" i n c o n s i s t e n t  w i t h  f e d e r a l  o r  o t h e r  s t a t e  l a w  o r  w i t h  r e g u l a t i o n s  
o r  r u l i n g s  o f  a  f e d e r a l  r e g u l a t o r y  a g e n c y  o r  t h e  A l a s k a  P i p e l i n e  

C o m m i s s i o n " ,  a n d  t h e  t h r e e  r e m a i n i n g  w o r d s  o f  t h a t  s e n t e n c e  
( " i t  i s  i n a p p l i c a b l e " )  w i l l  b e  d e l e t e d .
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M r .  C o n d o n  s t a t e d  t h a t  t h e  e f f e c t  o f  t h i s  c h a n g e  I s  t h a t  

t h : e  l e s s e e  I s  n o t  b o u n d  t o  d o  s o m e t h i n g  w h i c h  g o e s  b e y o n d  
w h a t  t h e  s t a t e  c a n  d o  a n y w a y .  M r .  C o n d o n  s a i d  t h i s  g i v e s  
t h e  C o m m i s s i o n e r  p o s s i b i l i t y  t o  o r d e r  i t  t o  t h e  e x t e n d  t h a t  

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

M r .  C o n d o n  t h e n  s a i d  t h a t  h e  d i d  n o t  k n o w  i f  t h e r e  w o u l d  b e  

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

M r .  W a r w i c k  a s k e d  I f  t h i s  w o u l d  c a u s e  l e s s  p r o b l e m s  t h a n  m a n ­
d a t o r y  o p t i o n .  M r .  C o n d o n  s a i d  i t  w o u l d ,  y e s .  M r .  W a r w i c k  

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

G o v e r n o r ’ s  b i l l ,  r a t h e r  t h a n  f i r s t  r e f u s a l .  M r .  C o n d o n  s a i d  
t h a t  t h e  m a i n  c o n s i d e r a t i o n  w i t h  t h a t  l a n g u a g e  w a s  t h e  c o n c e r n  

e x p r e s s e d  b y  t h e  T A P S  o w n e r s ,  b y  t h e i r  f i n a n c e  p e o p l e  a n d  b o n d  

h o l d e r s  w h e n  t h e y  g o  t o  f i n a n c e  a  p r o j e c t ,  a t  w h i c h  t i m e  t h e y  
w i l l  e n t e r  I n t o  s o m e  k i n d  o f  a g r e e m e n t  w i t h  t h e i r  b a n k e r s .  M r .  

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

c o u l d .  M r .  C o n d o n  t h e n  s a i d  t h a t  h e  d i d  n o t  k n o w  e n o u g h  a b o u t  
w h a t  e f f e c t s  t h a t  l a n g u a g e  w o u l d  h a v e  o n  t h e  a r r a n g e m e n t s  b e t w e e n  

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

M r .  W a r w i c k  t h e n  a s k e d  M r .  T i m  B r a d n e r ,  L o b b y i s t  f o r  B r i t i s h  
P e t r o l e u m ,  i f  h e  h a d  a n y  c o m m e n t s  t o  m a k e  r e g a r d i n g  t h i s  i s s u e .  
M r .  B r a d n e r  t o l d  t h e  C o m m i t t e e  t h a t  h e  d i d  n o t  k n o w  e n o u g h  a b o u t  

t h e  T A P S  a g r e e m e n t  t o  c o m m e n t ,  b u t  t h a t  a n  a t t e m p t  w a s  m a d e  
t o  c a u s e  a s ' l i t t l e  i n t e r f e r e n c e  a s  p o s s i b l e  i n  o r g a n i z i n g  a n d  
f i n a n c i n g .  M r .  W a r w i c k  i n f o r m e d  M r .  B r a d n e r  t h a t  t h i s  b i l l  
w o u l d  b e  i n  C o m m i t t e e  a  w h i l e  l o n g e r ,  a n d  i f  h e  c a r e d  t o  p r o v i d e  
a n y  i n p u t  t o  t h e  C o m m i t t e e ,  h e  c o u l d  d o  s o  a t  a n y  t i m e .

M r .  S p e c k i n g  t h e n  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  t h e  

l a n g u a g e  a s  w r i t t e n  b y  M r .  C o n d o n  b e  i n s e r t e d  o n  P a g e  2 ,
L i n e s  2 8  a n d  2 9  ( s e e  b o t t o m  o f  p a g e  1*11 f c r  e x a c t  w o r d i n g ) .

T h e r e  b e i n g  n o  o b j e c t i o n ,  i t  w a s  s o  o r d e r e d .

M r .  C o n d o n  t h e n  t o l d  t h e  C o m m i t t e e  t h a t  h e  r e c o m m e n d e d  a  c h a n g e  

o n  P a g e  1 4 ,  B e t w e e n  t h e  w o r d  ’ ’ c o n s i d e r a t i o n "  o n  L i n e - - ' 2 4  a n d  

t h e  w o r d  " b y "  o n  L i n e  2 5 ,  d e l e t e  t h e  c u r r e n t  l a n g u a g e  a n d  i n s e r t  
t h e  f o l l o w i n g  l a n g u a g e :

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

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



M r .  S a y l o r s  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  t h e  l a n g u a g e  

s u g g e s t e d  b y  M r .  C o n d o n  b e  a d o p t e d  b y  t h e  C o m m i t t e e  a n d  i n s e r t e d  
o n  P a g e  1 4 ,  L i n e s  2 4  a n d  2 5 .  M r .  W a r w i c k  o b j e c t e d .

M r .  W a r w i c k  t h e n  a s k e d  M r .  C o n d o n  i f  t h e  w o r d i n g  o f  t h e  p r o p o s e d  

i n s e r t i o n  w a s  s t a n d a r d i z e d .  M r .  C o n d o n  s t a t e d  t h a t  i t  i s  

i m p o s s i b l e  t o  m a k e  t h i s  p r o v i s i o n  a b s o l u t e .  I n  a n  o p e r a t i o n  o f  

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

M r .  S a y l o r s  p o i n t e d  o u t  t h a t  t h i s  l a n g u a g e  a l s o  a p p e a r e d  o n  

P a g e  4 ,  L i n e  2 5 ,  u n d e r  S e c .  3 8 .  3 5 * 1 0 0  ’ ’ D e c i s i o n  o n  i m p l i c a t i o n " .

M r .  W a r w i c k  t h e n  a s k e d  R e p r e s e n t a t i v e  G a r d i n e r  w h y ,  i n  t h i s  
C o m m i t t e e  S u b s t i t u t e ,  t h i s  l a n g u a g e  a p p e a r e d  u n d e r  " D e c i s i o n  

o n  A p p l i c a t i o n "  b u t  n o t  u n d e r  " T r a n s f e r  o f  R i g h t - o f - w a y  L e a s e  
o r  P i p e l i n e " .  M r .  G a r d i n e r  s t a t e d  t h a t  i t  o r i g i n a l l y  a p p l i e d  

t o  b o t h  s e c t i o n s ,  b u t  t h e  a m e n d m e n t  f a i l e d .

M r .  W a r w i c k  t h e n  r e m o v e d  h i s  o b j e c t i o n  t o  M r .  S a y l o r s ’ m o t i o n .

T h e r e  b e i n g  n o  o b j e c t i o n ,  I t  w a s  s o  o r d e r e d ,  a n d  t h e  i n s e r t i o n  m a d e .

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

a  m a r k - u p  c o p y  o f  C S H B  3  e n c o m p a s s i n g  a l l  a m e n d m e n t s  m a d e  d u r i n g  
t h i s  m e e t i n g .

A F T E R  R E C E S S  

N o v e m b e r  3 ,  1 9 7 3  
3 : 3 0  p . m .

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

C S H B  3  w e r e  d i s t r i b u t e d  ( s e e  b i l l  f i l e )  t o  t h e  C o m m i t t e e  m e m b e r s .  
M r .  H o g a n  b r i e f l y  r a n  t h r o u g h  a l l  c h a n g e s  m a d e  b y  t h e  C o m m i t t e e .

M r .  W a r w i c k  t h e n  m o v e d  f o r  t h e  a d o p t i o n  o f  t h e  f o l l o w i n g  l a n g u a g e  
w h i c h  w i l l  b e  i n s e r t e d  o n  P a g e  8 ,  L i n e  2 3 ;  " o n  t h e  s a m e  t e r m s  
o f f e r e d  a n y  o t h e r  p o t e n t i a l  p u r c h a s e r " .  M r .  W a r w i c k  s t a t e d  t h a t  

t h e  i n s e r t i o n  o f  t h i s  l a n g u a g e  u n d e r  s u b s e c t i o n  7  ( S e c .  3 8 . 3 5 . 1 2 0  

C o v e n a n t s  t o  b e  I n c l u d e d  i n  L e a s e ) ,  w i l l  p r o v i d e  f o r  a  f i r s t  
r e f u s a l  o p t i o n .  M r .  F r e e m a n  o b j e c t e d .

M r .  S p e c k i n g  p o i n t e d  o u t  t h a t  t h e  i n s e r t i o n  o f  t h i s  l a n g u a g e  w i l l  

m e r e l y  p u t  t h e  s t a t e  o n  a n  e q u a l  b a s i s  w i t h  t h e  o t h e r s 9 a n d  n o t  
n e c e s s a r i l y  p r o v i d e  a  f i r s t  r e f u s a l .

M r .  W a r w i c k  t h e n  a m e n d e d  h i s  m o t i o n  t o  i n c l u d e  t h e  w o r d s  " a  
f i r s t "  o n  P a g e  8 ,  L i n e  2 1  a f t e r  t h e  w o r d  " s t a t e "  ( r e q u i r e s  d e l e t i o n  
o f  t h e  w o r d  " a n " ) .

M r .  W a r w i c k  t h e n  a s k e d  M r .  C o n d o n  h i s  o p i n i o n  o f  t h e  i n s e r t i o n  
o f  t h e  a b o v e .  M r .  C c n d o n  s t a t e d  t h a t  h e  c o u l d  n o t  c o m m e n t  o n  
t h i s .  M r .  S a y l o r s  s a i d  t h e  G o v e r n o r  g a v e  t h e  O f f i c e  o f  t h e  
A t t o r n e y  G e n e r a l  d i r e c t i o n  i n  t h e  d r a f t i n g  o f  t h i s  l e g i s l a t i o n .
H e  t h e n  a s k e d  M r .  C o n d o n  t o  t e l l  t h e  C o m m i t t e e  w h a t  t h o s e



d i r e c t i o n s  w e r e .  M r .  C o n d o n  r e p l i e d  t h a t  t h e  A d m i n i s t r a t i o n  

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

w i t h  t h e  s t a t e  f o r  a n y  I n t e r e s t  t h e y  h a d  t o  s e l l  i f  i t  d i d  n o t  

i n t e r f e r e  w i t h  t h e i r  a g r e e m e n t  t o  r e a l l o c a t e  o w n e r s h i p  i n  t e r m s  
o f  t h e  T A P S  a g r e e m e n t  o f  i n  t e r m s  o f  c o n t r a c t  o b l i g a t i o n  a m o n g  

c o m p a n y  o w n e r s  o r  t h e i r  f i n a n c i n g  p e o p l e .  M r .  S a y l o r s  r e m a r k e d  
t h a t  M r .  W a r w i c k ’  m o t i o n  t o  i n s e r t  t h i s  l a n g u a g e  w o u l d  t h u s  
i n f r i n g e  o n  t h o s e  t r a n s f e r  r i g h t s .  M r .  C o n d o n  s a i d  i t  m i g h t ,  

b u b  t h a t  h e  d o e s  n o t  " k n o w  t h a t ” .

M r .  S a y l o r s  s t a t e d  t h a t  i f  M r .  W a r w i c k ’ s  m o t i o n  i s  a d o p t e d ,  

t h e n ,  f o r  e x a m p l e ,  a n  o i l  c o m p a n y  w h i c h  w a n t e d  t o  t r a n s f e r  1 , 0 0 0  

s h a r e s  o f  s t o c k  i n  t h e  p i p e l i n e  t o  o n e  o f  i t s  s u b s i d i a r y  c o m p a n i e s  
c o u l d  n o t ,  u n l e s s  t h e y  o f f e r e d  i t  t o  t h e  s t a t e  f i r s t .  M r .  W a r w i c k  

s a i d  t h a t  w o u l d  n o t  b e  u n d e s i r a b l e .

M r .  B u r r e l l ,  D i r e c t o r o f  t h e  D i v i s i o n  o f  O i l  a n d  G a s ,  t h e n  s t a t e d  
t h a t  t h e  T A P S  a g r e e m e n t  h a s  a  c o n t r a c t  p r o v i s i o n  w h i c h  s a y s  t h e  

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

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

t h e  T A P S  a g r e e m e n t  s a y s  a n y t h i n g  a b o u t  m e r g e r s  o u t s i d e  t h e  s e v e n  

c o m p a n i e s .  M r .  B u r r e l l  r e p l i e d  t h a t  t o  h i s  k n o w l e d g e ,  i t  d i d  n o t .

M r .  W a r w i c k  t h e n  s a i d  t h a t  h i s  m o t i o n  w o u l d  n o t  h a v e  a n  a d v e r s e  

e f f e c t  o n  t h e  o i l  c o m p a n i e s '  f i n a n c i n g .  M r .  S p e c k i n g  d i s a g r e e d  
a n d  s t a t e d  t h a t  t h e  s t a t e  d o e s  n o t  h a v e  t h a t  m u c h  c r e d i b i l i t y  

i n  t h e  b o n d  m a r k e t .

M r .  W a r w i c k  r e n e w e d  h i s  m o t i o n  w h i c h  c o n s i s t e d  o f  t h e  f o l l o w i n g  
( P a g e  8  o f  t h e  m a r k u p  c o p y ) :  o n  L i n e  2 1 i *  d e l e t e  t h e  w o r d , " a n "
a n d  i n  i t s  p l a c e ,  i n s e r t  t h e  w o r d s  " a  f i r s t " ;  o n  L i n e  2 2 ,  a f t e r  
t h e  w o r d  " i t " ,  d e l e t e  t h e  r e s t  o f  s u b s e c t i o n  7  a n d  i n s e r t  i n  i t s  

p l a c e  t h e  f o l l o w i n g  w o r d s :  " a f ;  t h e  s a m e  t e r m s  o f f e r e d  a n y  o t h e r  
p o t e n t i a 1 p u r c h a s e r " .  M r .  B a r b e r  o b j e c t e d ;  h e  t h e n  a s k e d  M r .  

C o n d o n  i f  M r .  W a r w i c k ' s  m o t i o n  i s  c l e a r  o r  l i t i g a t i o n .  M r .  C o n d o n  
s t a t e d  t h a t  h e  d i d  n o t  k n o w .

M r .  B a r b e r  r e m o v e d  h i s  o b j e c t i o n .  T h e  q u e s t i o n  w a s  c a l l e d  f o r :  

t h o s e  i n  f a v o r  o f  t h e  m o t i o n  w e r e  R e p r e s e n t a t i v e s  S a y l o r s ,  O s e ,  
a n d  H a u g e n ;  o p p o s e d  w e r e  R e p r e s e n t a t i v e s  F r e e m a n ,  B a r b e r ,  W a r w i c k ,  
F e r g u s o n ,  a n d  S p e c k i n g ;  a n d  s o ,  t h e  m o t i o n  f a i l e d  5  t o  3 *

M r .  W a r w i c k  t h e n  p o i n t e d  o u t  t h a t  o n  p a g e  1 0 ,  L i n e  9 ,  t h e  w o r d s  
" s u b j e c t  t o  t h e  l e a s e "  h a d  n o t  b e e n  r e m o v e d  a s  t h e  C o m m i t t e e  h a d  

p r e v i o u s l y  r e q u e s t e d .  M r .  H o g a n  r e p l i e d  t h a t  t h e  w o r d s  w o u l d  b e  
d e l e t e d .
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F o l l o w i n g  d i s c u s s i o n  w i t h  r e g a r d  t o  P a g e  1 4 ,  L i n e  2 t  M r .

W a r w i c k  s t a t e d  t h a t  t h e  C o m m i t t e e  h a d  p r e v i o u s l y  d i s c u s s e d  

r e m o v i n g  t h i s  l a n g u a g e .  M r .  S p e c k i n g  s a i d  h e  a g r e e d  t h a t  t h e  
p r e s e n t  l a n g u a g e  " t a k e s  o u t  t h e  i n g r e d i e n t s  o f  t h e  a r t  o f  

a s s e s s m e n t "  a s  M r . -  M a l o n e  h a d  p r e v i o u s l y  s t a t e d .

M r .  S p e c k i n g  t h e n  m o v e d  f o r  t h e  d e l e t i o n  o f  t h e  l a n g u a g e .  M r .  
B a r b e r  o b j e c t e d  a n d  a s k e d  M r .  C o n d o n  i f  t h i s  c o m e s  u n d e r  

l i t i g a t i o n .  M r .  C o n d o n  s t a t e d  t h a t  t h e  d e l e t i o n  w o n ' t  m a k e  

a n y  d i f f e r e n c e ;  h e  s a i d  t h e  r i g h t - o f - w a y  p r i c e  i s  i n  l i t i g a t i o n  
b u t  t h e  a p p r a i s o r  w i l l  n o t  s a y  t h i s  w i l l  h o l d  t h i n g s  u p .  M r .  

M a l o n e  t h e n  s t a t e d  t h a t  t h e  f a i r  m a r k e t  v a l u e  i s  w h a t  t h e  
a p p r a i s a l  w i l l  b e ,  a n d  w i l l  n o t  h o l d  u p  v a l u e  o f  t h e  l a n d .

M r .  S p e c k i n g  r e n e w e d  h i s  m o t i o n  a n d  a s k e d  u n a n i m o u s  c o n s e n t .

M r .  F r e e m a n  o b j e c t e d .  T h e  q u e s t i o n  w a s  c a l l e d  f o r :  o p p o s e d

w e r e  F r e e m a n ,  B a r b e r ,  O s e  a n d  H a u g e n ;  I n  f a v o r  w e r e  W a r w i c k ,  
S p e c k i n g ,  S a y l o r s  a n d  F e r g u s o n ;  a n d  t h e  m o t i o n  f a i l e d  4 t o  4 .

M r .  W a r w i c k  t h e n  a s k e d  M r .  C o n d o n  w h a t  t h e  a t t i t u d e  o f  t h e  

a d m i n i s t r a t i o n  w o u l d  b e  t o w a r d s  p u t t i n g  i n  a n  e x p i r a t i o n  
c l a u s e  i n  S e n a t e  B i l l  8  ( r e l a t i n g  t o  t h e  l e a s e  o r  s a l e  o f  s t a t e  

l a n d s  f o r  p i p e l i n e  p u r p o s e s ) .  M r .  C o n d o n  s a i d  h e  w o u l d  p r o v i d e  
t h e  C o m m i t t e e  w i t h  t h e  i n f o r m a t i o n  a f t e r  t h i n k i n g  o v e r  t h i s  

p r o p o s a l .

M r .  H a u g e n  i n f o r m e d  t h e  C o m m i t t e e  t h a t  t h e  m e e t i n g  w o u l d  r e ­
c o n v e n e  o n  M o n d a y ,  N o v e m b e r  5 ,  a t  9 : 0 0  a . m .  M r .  C o n d o n  w a s  

a s k e d  t o  a t t e n d .

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

4 : 1 0  p . m .
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H O U S E  F I N A N C E  C O M M I T T E E  

N o v e m b e r  5 ,  1 9 7 3  
9 : 0 0  A . M .

P R E S E N T  A l l  m e m b e r s  e x c e p t  M r .  H i l l s t r a n d  a n d  M r .  F e r g u s o n .  M r .  W i l l

C o n d o n ,  A s s i s t a n t  A t t o r n e y  G e n e r a l  a n d  M r .  T i m  B r a d n e r ,  L o b b y i s t  
f o r  B r i t i s h  P e t r o l e u m ,  w e r e  a l s o  p r e s e n t .

V i c e  C h a i r m a n  H a u g e n  c a l l e d  t h e  m e m e e t i n g  t o  o r d e r  a n d  s t a t e d  

t h e y  w o u l d  c o n t i n u e  d i s c u s s i o n  o n  t h e  C o m m i t t e e  S u b s t i t u t e  f o r  
H O U S E  B I L L  N O .  3  ( R e l a t i n g  t o  l e a s e s  o f  r i g h t s - o f - w a y  o v e r  s t a t e  
l a n d  f o r  t h e  t r a n s p o r t a t i o n  o f  o i l ,  p r o d u c t s  o r  n a t u r a l  g a s ) .

T h e y  b e g a n  w i t h  p a r a g r a p h  7 ,  p a g e  8 .  M r .  C o n d o n  s a i d  t h a t  b y  

i n s i s t i n g  i n  o u r  R i g h t - o f - W a y  l e a s e  t h a t  w e  h a v e  r i g h t  o f  f i r s t  
r e f u s a l ,  h e  t h i n k s  t h e y  w i l l  h a v e  t o  r e n e g o t i a t e  o u r  a g r e e m e n t ,  
s o  I t  c r e a t e s  a  t i n y  p r o b l e m .

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

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

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

M r .  W a r w i c k  a s k e d  w h e t h e r  a l l  o f  t h e  a g r e e m e n t s  a m o n g  t h e  o w n e r s  

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

C o n d o n  s a i d  t h e y ' d  b e e n  m a d e  p u b l i c  b e c a u s e  o f  t h e  l a w  s u i t .

M r .  C o n d o n  s a i d  t h i s  p a r t i c u l a r  p i p e l i n e  w i l l  b e  a n  u n d i v i d e d  i n ­
t e r e s t  o w n e r s h i p  p i p e l i n e .  S e v e n  c o m p a n i e s  w i l l  b e  d o i n g  b u s i n e s s  
i n  t h e  s a m e  p i p e l i n e .  T h e y  a r e  g o i n g  t o  s e t  t h e i r  o w n  t a r i f f s ,  

b u t  b e c a u s e  a l l  a r e  g o i n g  t o  b e c o m e  c a r r i e r s ,  t h e y  a r e  g o i n g  t o  b e  
p r e t t y  m u c h  t h e  s a m e .  I f  t h e  S t a t e  u t i l i z e s  i t s  o p t i o n ,  i t  w i l l  
b e c o m e  t h e  8 t h  o w n e r .  T h e  S t a t e  w o u l d n ' t  k n o w  a n y  m o r e  a b o u t  t h e  

o t h e r  s e v e n  t h a n  t h e y  k n e w  b e f o r e .  H o w e v e r  t h e  S t a t e  w o u l d  h a v e  
a c c e s s  t o  a l l  o f  t h e  t h i n g s  t h a t  A L Y E S K A  i s  d o i n g  a n d  t h e y  a r e  
g o i n g  t o  a c c o u n t  f o r  a b o u t  1 0 $  o f  t h e  c o s t  t h a t  g o e s  i n t o  a n y b o d y ' s  

t a r i f f .  T h e y  a r e  m o r e  o f  a  " j a n i t o r i a l "  s e r v i c e .  H e  s a i d  t h a t  i f  
t h e  P i p e l i n e  C o m m i s s i o n  d o e s  i t s  j o b  t h e y  w i l l  b e  m o r e  l i k e l y  t o  
g e t  t h e  i n f o r m a t i o n  t h e y  w a n t  t h a n  I f  t h e y  b u y  i n t o  t h e  p i p e l i n e .

M r .  C o n d o n  s a i d  t h e r e  w e r e  t w o  o t h e r  r e a s o n s  t h e y  m i g h t  b u y .  T h e  
f i r s t  w o u l d  b e  t o  g e t  I n  a n d  h a v e  s o m e  k i n d  o f  a  c o m p e t i t i v e  e f f e c t  

b y  c h a r g i n g  l o w e r  t a r i f f s ,  b u t  h e  s a i d  t h e y  c o u l d n ' t  g o  t o o  l o w  
o r  t h e y  w o u l d  b e  c a r r y i n g  e v e r y b o d y  e l s e s  o i l  a n d  n o t  h a v e  r o o m  
f o r  m u c h  o f  t h e i r  o w n .  T h e  s e c o n d  r e a s o n  t h e y  m i g h t  w a n t  t o  o w n  

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

M r .  W a r w i c k  n o t e d  t h a t  a n o t h e r  r e a s o n  m i g h t  b e  t h a t  i n  t h e  f u t u r e  

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

a w a r e  o f .
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" ( 7 )  i t  w i l l  a f f o r d  t h e  s t a t e  a  f i r s t  o p p o r t u n i t y  t o  n e g o t i a t e  

f o r  t h e  p u r c h a s e  o f  a n y  i n t e r e s t  i n  t h e  p i p e l i n e  o f f e r e d  f o r  s a l e  
b y  i t  o n  t h e  s a m e  t e r m s  o f f e r e d  a n y  o t h e r  p o t e n t i a l  p u r c h a s e r ,  
p r o v i d e d  t h a t  t h i s  o b l i g a t i o n  w i l l  n o t  i n t e r f e r e  o r  s u p e r s e d e  
c o n t r a c t  r i g h t s  o r  o b l i g a t i o n s  e x i s t i n g  a m o n g  t h e  p r o p o s e d  o w n e r s  
o f  t h e  p i p e l i n e  a t  t h e  t i m e  t h e  r i g h t - o f - w a y  l e a s e  i s  g r a n t e d . ”

T h e r e  w a s  n o  o b j e c t i o n ,  i t  w a s  s o  o r d e r e d .

M r .  C o n d o n  s a i d  t h e  A t t o r n e y  G e n e r a l ’ s  o f f i c e  w o u l d  j u s t  a s  s o o n  
s e e  t h e  s e n t e n c e  o n  p a g e  1 4  r e g a r d i n g  a p p r a i s e d  f a i r  m a :  k e t  
v a l u e  t a k e n  o u t .

M r .  W a r w i c k  m o v e d  t h a t  o n  p a g e  1 4 ,  l i n e  2 ,  t h e y  d e l e t e  t h e  s e n t e n c e  
b e g i n n i n g  " T h e  a p p r a i s e d  f a i r  m a r k e t  v a l u e ”  a n d  e n d i n g  " f o r  p i p e l i n e  

p u r p o s e s "  o n  l i n e  6 .  T h e r e  w a s  n o  o b j e c t i o n ,  i t  w a s  s o  o r d e r e d .

M r .  C o n d o n  s a i d  t h a t  a s  t h e  b i l l  e x i s t e d  r i g h t  t h e n ,  h e  t h o u g h t  

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

M e e t i n g  r e c e s s e d  a t  9 : 5 0  A . M .

Mr. Warwick moved and asked unanimous consent that on page 8,
line 21, subsection (7) they adopt the following language:
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H O U S E  F I N A N C E  C O M M I T T T E E  

N o v e m b e r  9 ,  1 9 7 3  

1 0 : 2 5  a . m .

P R E S E N T  A l l  m e m b e r s  o f  t h e  C o m m i t t e e  w i t h  t h e  e x c e p t i o n  o f  M r .

F e r g u s o n .  S t a f f  m e m b e r s  J .  H .  H o g a n ,  M i l t  B a r k e r .  A l s o  
p r e s e n t  w e r e  M r .  H a r o l d  S t r a n d b e r g ,  M r .  M i k e  W h i t e h e a d ,  

a n d  M r .  J o e  L a R o c c a  o f  t h e  p r e s s .

C S H B  3  C h a i r m a n  H i l l s t r a n d  c a l l e d  t h e  m e e t i n g  t o  o r d e r  a n d  s t a t e d  

t h a t  a l t h o u g h  C o m m i t t e e  S u b s t i t u t e  f o r  H o u s e  B i l l  3  ( A n  
A c t  r e l a t i n g  t o  l e a s e s  o f  r i g h t s  o f  w a y  o v e r  s t a t e  l a n d  f o r  
t h e  t r a n s p o r t a t i o n  o f  o i l ,  p r o d u c t s  o r  n a t u r a l  g a s ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e )  w a s  n o t  b e f o r e  t h e  C o m m i t t e e  

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

c h a n g e s  w h i c h  w i l l  a c c o m p a n y  C S H B  3 w h e n  p r e s e n t e d  t o  t h e  

f l o o r .  M r .  H i l l s t r a n d  s t a t e d  t h a t  t h e s e  w i l l  b e  t e r m e d  

F i n a n c e  C o m m i t t e e  a m e n d m e n t s  t o  C S H B  3 .

M r .  W a r w i c k  t h e n  s t a t e d  t h a t  s e v e r a l  l e g i s l a t o r s  w o u l d  l i k e  
t o  s e e  t h e  H o u s e  F i n a n c e  C o m m i t t e e  i n c o r p o r a t e  i n t o  t h e  b i l l  

S e c t i o n a l ;  o f  C S S B  3 ( F i n a n c e )  a m .  T h e  s e c t i o n  w o u l d  b e  i n ­
s e r t e d  i n t o  t h e  b i l l  a s  a  n e w  S e c t i o n  1 ,  a n d  w o u l d  r e a d  a s  

f o l l o w s :

" ^ S e c t i o n  1 .  A S  3 8 . 3 5 . 0 1 0  i s  a m e n d e d  b y  a d d i n g  a  

n e w  s u b s e c t i o n  t o  r e a d :  ( b )  T h e  S t a t e  o f  A l a s k a
r e s e r v e s  u n t o  i t s e l f  a l l  r i g h t s ,  p o w e r s ,  p r i v i l e g e s ,  
a n d  i m m u n i t i e s  n o t  p r e e m p t e d  b y  f e d e r a l  i n t e r s t a t e  

c o m m e r c e  l a w s  a n d  r e g u l a t i o n s  i n  t h e  r i g h t - o f - w a y  
l e a s i n g  o f  a n y  s t a t e  l a n d s  f o r  p i p e l i n e  c o n s t r u c t i o n ,  
t r a n s m i s s i o n ,  o r  o p e r a t i o n  w i t h i n  i t s  b o u n d a r i e s . "

M r .  W a r w i c k  t h e n  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  f o r  t h e  
a d o p t i o n  o f  t h e  a b o v e  a m e n d m e n t  a s  p a r t  o f  t h e  H o u s e  F i n a n c e  
C o m m i t t e e  a m e n d e d  . v e r s i o n .  T h e r e  b e i n g  n o  o b j e c t i o n ,  i t  w a s  

s o  o r d e r e d .

M r .  W a r w i c k  t h e n  r e f e r r e d  t o  P a g e  1 5 ,  L i n e  2 7  o f  t h e  b i l l  ( t h e  

J u d i c i a r y  C S H B  3 )  a n d  s t a t e d  t h a t  h e  w i s h e d  t o  i n s e r t  t h e  
w o r d s  " o r  n o t i c e "  a f t e r  t h e  w o r d  " h e a r i n g " .  M r .  W a r w i c k  e x ­
p l a i n e d  t h a t  b e c a u s e  t h e  H o u s e  F i n a n c e  C o m m i t t e e  h a d  p r e v i o u s l y  

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

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

a l s o  c o n f o r m .  H e  t h e n  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  f o r  
t h e  i n s e r t i o n  o f  " o r  n o t i c e "  o n  P a g e  1 5 ,  L i n e  2 7  o f  C S H B  3 .

M r .  H i l l s t r a n d  o b j e c t e d  a n d  s t a t e d  t h a t  h e  n e e d e d  a n  I l l u s t r a ­

t i o n  o f  w h a t  a  n o t i c e  w o u l d  b e .  H e  s a i d  i t  m i g h t  b e  p o s s i b l e
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“  I I ?  ^ -

f o r  a n y o n e  t o  r a i s e  a n  o b j e c t i o n  i f  t h i s  l a n g u a g e  w e r e  t o  
b e  i n s e r t e d .  M r .  H i l l s t r a n d  t h e n  r e a d  f r o m  A S  3 8 . 3 5 . 2 2 5 :
" A n  a p p l i c a n t  o r  c o m p e t i n g  a p p l i c a n t  o r  a  p e r s o n  w h o  r a i s e s  
o b j e c t i o n s  w i t h i n  3 0  d a y s  a f t e r  d e c i s i o n  f o l l o w i n g  t h e  h e a r i n g  

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

o f  a  d e c i s i o n  o f  t h e  c o m m i s s i o n e r . "  M r .  H i l l s t r a n d  s t a t e d  
t h a t  h i s  c o n c e r n  w a s  o v e r  t h e  p o s s i b i l i t y  o f  a  p e r s o n  o b ­

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

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

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

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

M r .  B a r b e r  s t a t e d  t h a t  y o u  c o u l d  i n c l u d e  s e c . 0 3 0  i n  t h e  

l a n g u a g e .  R e f e r e n c e  t o  s e c .  0 8 0  i s  n o t  s u f f i c i e n t .  M r .
B a r b e r  s a i d  t h a t  y o u  n o t  o n l y  h a v e  a n  a p p l i c a t i o n  f o r  
r i g h t - o f - w a y  b u t  a l s o  f o r  a b a n d o n m e n t  w h i c h  a r e  s e e m i n g l y  

i d e n t i c a l  a n d  s h o u l d  b e  s u b j e c t  f o r  j u d i c i a l  r e v i e w .  H e  
s a i d  t h a t  M r .  W a r w i c k ' s  a m e n d m e n t  q u a l i f i e d  t h e  a p p l i c a t i o n  

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

o f  a b a n d o n m e n t .  M r .  W a r w i c k  c o u n t e r e d  t h a t  a b a n d o n m e n t  i s  

c o v e r e d  i n  s e c .  0 8 0 .  F u r t h e r  C o m m i t t e e  d i s c u s s i o n  f o l l o w e d .

M r .  W a r w i c k  t h e n  r e n e w e d  h i s  m o t i o n  f o r  t h e i n s e r t i o n  o f  t h e  

w o r d s  " o r  n o t i c e "  o n  P a g e  1 5 ,  L i n e  2 7 ,  a n d  a s k e d  u n a n i m o u s  
c o n s e n t .  T h e r e  b e i n g  n o  o b j e c t i o n ,  i t  w a s  s o  o r d e r e d .

M r .  W a r w i c k  t h e n  r e f e r r e d  t o  P a g e  8 ,  s u b s e c t i o n  ( 7 ) •  H e  s a i d  
h e  h a d  b e e n  c o n t a c t e d  r e g a r d i n g  t h i s  l a n g u a g e  a n d  i t  w a s  
s u g g e s t e d  t h a t  a  t i m e  l i m i t  b e  i n c o r p o r a t e d  i n t o  t h i s  s e c t i o n .  
M r .  W a r v / i c k  e x p l a i n e d  t h a t  w h e n  y o u  b u y  a n  o p t i o n ,  y o u  b u y  i t  
f o r  a  c e r t a i n  a m o u n t  o f  t i m e .  M r .  W a r w i c k  s a i d  h e  d i d  h o t  

k n o w  w h a t  t h a t  a m o u n t  o f  t i m e  s h o u l d  b e .  T h e  s t a t e ,  o n c e  
i t  i s  a f f o r d e d  t h e  o p p o r t u n i t y  t o  n e g o t i a t e  f o r  p u r c h a s e ,  

s h o u l d  h a v e  t o  e x e r c i s e  t h e  o p t i o n  w i t h i n  a  c e r t a i n  n u m b e r  o f  
d a y s .  M r .  S a y l o r s  s t a t e d  t h a t  h e  d i d  n o t  k n o w  w h a t  k i n d  o f  
t i m e  l i m i t  c o u l d  b e  s e t .  M r .  W a r w i c k  r e i t e r a t e d  t h a t  h e  w a s  

n o t  s u r e  w h a t  t h e  t i m e  l i m i t  s h o u l d  b e  e i t h e r ,  b u t  t h a t  i f  
t h e  s t a t e  i s  a l l o w e d  t o  " s t r i n g  t h i s  o n  a n d  o n ' , '  i t  w o u l d  i m p o s e  

a  r e s t r i c t i o n  o n  a n y o n e  w i s h i n g  t o  s e l l .  M r .  W a r w i c k  t h e n  
s a i d  h e  d i d  n o t  h a v e  s t r o n g  f e e l i n g s  o n  t h i s  i s s u e .

M r .  H i l l s t r a n d  s a i d  t h a t  a s  h e  r e a d  t h i s  s u b s e c t i o n ,  i t  i s  
a n  o p e n  o p t i o n  t h a t  c a n  b e  e x e r c i s e d  b y  t h e  s t a t e  a n y  t i m e .

M r .  H i l l s t r a n d  s a i d  h e  w o u l d  a u t o m a t i c a l l y  r e a c t  u n f a v o r a b l y  
t o  a n  a m e n d m e n t  t o  t h i s  w h i c h  m i g h t  d e c r e a s e  t h e  f l e x i b i l i t y  

t o  t h e  s t a t e .

Mr. Hillstrand adjourned the meeting at 10:55 a.m.
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AFTER RECESS
3:35 P.M.

C S  S B  3  C h a i r m a n  H i l l s t r a n d  c a l l e d  t h e  m e e t i n g  b a c k  t o  o r d e r  a n d  s t a t e d  
t h a t  t h e i r  F i n a n c e  C o m m i t t e e  S u b s t i t u t e  f o r  C S  S B  3  a m  p l u s  t h e  

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

PRESENT All members of the Committee were present.

S U B C O M ­
M I T T E E
A S S I G N ­
M E N T S

M r .  F e r g u s o n  m o v e d  t h a t  t h e y  s e n d  o u t  H o u s e  C o m m i t t e e  S u b s t i t u t e  
f o r  S e n a t e  B i l l  3  w i t h  I n d i v i d u a l  r e c o m m e n d a t i o n s  I n c l u d i n g  t h e  
s u p p o r t  f o r  t h e  t w o  a m e n d m e n t s  a s  F i n a n c e  C o m m i t t e e  a m e n d m e n t s .

M r .  W a r w i c k  o b j e c t e d  f o r  t h e  p u r p o s e s  o f  d i s c u s s i o n .  H e  q u e s t i o n e d  
t h e  t i t l e  o f  t h e  b i l l .  H e  d i d n ' t  t h i n k  I t  w a s  a n y  b e t t e r  t h a n  i t

h a d  b e e n .  T h e r e  w a s  s o m e  d i s c u s s i o n  o f  t h i s .

M r .  W a r w i c k  m o v e d  t o  a m e n d  M r .  F e r g u s o n ' s  m o t i o n  t o  i n c l u d e  a n  

a m e n d m e n t  t o  t h e  T i t l e  o f  t h e  b i l l  s o  t h a t  i t  w o u l d  r e a d  " A n  A c t  
r e l a t i n g  t o  t h e  u s e  o f  s t a t e  l a n d s  f c r  p i p e l i n e  p u r p o s e s ;  a n d  p r o ­
v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "  a n d  a s k e d  u n a n i m o u s  c o n s e n t .  T h e r e  
w a s  n o  o b j e c t i o n ,  i t  w a s  s o  o r d e r e d .

T h e  q u e s t i o n  w a s  c a l l e d  o n  t h e  m a i n  m o t i o n .  T h e r e  w a s  n o  o b j e c t i o n ,

i t  w a s  s o  o r d e r e d .  T h e  b i l l  w e n t  o u t  o f  C o m m i t t e e  w i t h  6  " D o  P a s s "
r e c o m m e n d a t i o n s ,  2  " N o  r e c o m m e n d a t i o n s "  a n d  1  " D o  N o t  P a s s " .

C h a i r m a n  H i l l s t r a n d  s t a t e d  t h a t  o n e  o f  t h e  t h i n g s  c o n c e r n i n g  h i m  
w a s  w o r k  s e s s i o n s  f o r  n e x t  y e a r .  H e  h a d  d e c i d e d  t h a t  t h e  s u b c o m m i t ­
t e e s  d o  n o t  w o r k  t o  t h e  a d v a n t a g e  o f  t h e  l e g i s l a t i o n  c o n s i d e r e d ,  s o  
h e  w a s  g o i n g  t o  c h a n g e  a s s i g n m e n t s  f o r  t h e  u p - c o m i n g  s e s s i o n .  H e  
s a i d  o n e  o f  t h e  t h i n g s  t h e y  w e r e  g o i n g  t o  b e  c o n f r o n t e d  w i t h  d u r i n g  
t h e  n e x t  s e s s i o n  w a s  t h e  p a y  i n c r e a s e  f o r  t h e  S t a t e  E m p l o y e e s .  H e  
w a n t e d  t o  t r e a t  t h a t  b i l l  a s  N u m b e r  O n e  P r i o r i t y .  H e  a p p o i n t e d  

S u b c o m m i t t e e s  w h i c h  w e r e  c h a r g e d  w i t h ,  t h e  r e s p o n s i b i l i t y  o f  c o n d u c t ­
i n g  w o r k s h o p s  t h r o u g h o u t  t h e  S t a t e .  T h e y  w e r e  a s  f o l l o w s :

M r .  W a r w i c k  -  F a i r b a n k s  
M r .  S a y l o r s  -  A n c h o r a g e  
M r .  F e r g u s o n  -  B u s h  

T o  B e  A n n o u n c e d  -  S o u t h e a s t

H e  i n s t r u c t e d  t h a t  t h e s e  w o r k s h o p s  b e  c o n d u c t e d  b e t w e e n  n o w  a n d  t h e  
n e x t  s e s s i o n .

M e e t i n g  r e c e s s e d  a t  4 : 0 0  P . M .
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