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SB 360

SECTIONAL ANALYSIS

General Provisions – Sections 1-3

Section 1.
Short Title.

The Act is the “Alaska Natural Gas Project Act.”

Section 2.
Findings Regarding Amendments To The Right-Of-Way Leasing Act.

This section sets forth legislative findings regarding:

(1) The various pipeline proposals;

(2) The benefits to Alaska from in-state use of gas and from hiring Alaskans and contracting with Alaskan businesses to work on a pipeline; and

(3) The need for competition in the upstream portion of the Alaska gas industry.

Section 3.
Findings Regarding Amendments To The Alaska Railroad Corporation Act.

This section sets forth legislative findings regarding the appropriateness of the Alaska Railroad Corporation’s issuance of financing to benefit an Alaska natural gas project.

Alaska Land Act Provisions (AS 38.05) – Section 4

Section 4.
 Changes to Lease Provisions and Royalty Reduction.

If an applicant/lessee obtains the certificates required by AS 38.35.240, then the DNR commissioner may modify any provision in the oil and gas lease that impedes the project.  Additionally, the commissioner may reduce the royalty if: 

(1) The commissioner considers what incentives other jurisdictions are providing to the project; 

(2) The applicant demonstrates by clear and convincing evidence that the project would not otherwise be economically feasible; and 

(3) The applicant has agreed to a date certain to begin construction of the project.  However, the royalty reduction would only be effective if approved by the legislature.

Right-of-Way Leasing Act Provisions (AS 38.35) – Section 5  

Section 5.
Purpose of the Act, Required Plans and Agreements, and Special Provisions for an Approved Project

AS 38.35.235 sets forth the Act’s purposes.  They are to:

(1) Expedite a project consistent with ensuring that the people of Alaska get the maximum benefits possible;

(2) Ensure access to the project by oil and gas companies that do not have an ownership interest in the project and to promote competition in the exploration and development of northern Alaska natural gas;

(3) Ensure access to the state’s royalty gas for Alaskans and Alaskan businesses; and

(4) Ensure employment of Alaskans and the use of Alaska firms in connection with the project.

AS 38.35.240
describes the actions that an applicant must take before the applicant is eligible for the benefits provided by the Act.  If the applicant’s actions met certain standards, then the applicable agency will issue a certificate of approval.  To expedite the process, the agency must conduct a hearing and act within 90 days of receiving a request for a certificate.  The required actions are:

(1) The applicant must submit a plan showing how the applicant will use best efforts to train and employ state residents and, whenever feasible, will contract with firms in the state in connection with the project;

(2) The applicant must study in-state demand and submit a plan showing how the plan will maximize the opportunities for access to state royalty gas transported in the project;

(3) The applicant must study potential gas resources in northern Alaska and submit a plan showing how the applicant’s plan and design of the project will maximize the opportunities for access to initial and expansion capacity on the project;

(4) The applicant must update the demand and supply studies ten years after construction of the project starts;

(5) The applicant must agree to lease stipulations that: 

(a) The applicant will provide access to the state to ship the state’s royalty gas for use within the state and will use best efforts to get appropriate authorizations to effectuate such shipments;

(b) The applicant must seek expansion of the pipeline from the appropriate federal agency if the Regulatory Commission of Alaska determines that expansion of the pipeline is in the best interests of the state and that other criteria are met.

AS 38.35.245 provides that if an applicant/lessee obtains the certificates required by AS 38.35.240, then the DNR commissioner may phase the lease application process.  

AS 38.35.250 provides that if an applicant/lessee obtains the certificates required by AS 38.35.240, then all other agencies involved in the permitting of the project must give their full cooperation to the DNR commissioner.  They must do this by:

(1) Assembling and furnishing all requested information;

(2) Issue necessary authorizations at the earliest practicable date, on an expedited basis, and, notwithstanding any other provision of law, with precedence over any like matter;

(3) Amend any authorization as necessary except changing the basic nature or general route or otherwise impairing the expeditious construction of the project.

AS 38.35.255 provides that the governor may ask for a waiver of law if any applicable provision of law constitutes an obstacle to the expeditious construction of the project.

AS 38.35.257 provides that if an applicant/lessee has obtained the certificates required by AS 38.35.240, then judicial review of decisions made or actions taken under the Act is limited to claims that can be brought under AS 38.35.200 (b) and such claims must be brought within 60 days after the decision or act.

AS 38.35.259 defines various terms used throughout the Act.

Alaska Railroad Corporation Provisions (AS 42.40) – Sec. 6 - 9

Section 6.
Powers of the Alaska Railroad.

This section amends the general powers of the Alaska Railroad Corporation to give it authority to provide financing for the project within and outside the state whether or not the Railroad owns the project.

Section 7. 
Public Purpose of Bonds.

This section provides that bonds issued by the Railroad for the project are for an essential public and governmental purpose.

Section 8.
Payment of Bonds.

This section provides that before issuing bonds for the project, the Railroad must enter into an agreement to ensure that the bond’s principal and interest will be timely paid, reserves will be sufficient for the required payments, and all costs relating to the bonds will be paid by an entity other than the corporation.

Section 9.
Issuance of Bonds.

This section provides that if an applicant/lessee obtains the certificates required by AS 38.35.240, then the Railroad may issue bonds to an applicant to finance the construction of the project and related facilities.  The maximum amount of the bonds is $18 billion and they may be issued in several issuances. 

Oil and Gas Taxes Provisions (AS 43.56) – Section 10

Section 10.
Reduction of Taxes.

This section provides that if an applicant/lessee obtains the certificates required by AS 38.35.240, then the DOR commissioner may reduce taxes levied by the state or municipality if:

1. The commissioner has consulted with any affected municipality, prepares a report on socioeconomic effects of the project on any affected municipality, and has considered whether other jurisdictions have granted incentives;

2. The applicant demonstrates by clear and convincing evidence that the project would not otherwise be economically feasible; and 

3. The applicant has agreed to a date certain to begin construction of the project.  

However, any tax reduction would only be effective if approved by the legislature.

Alaska Coastal Management Program Provision (AS 46.40) – Section 11

Section 11. 
Phasing under the Coastal Management Program.

This section provides that if an applicant/lessee obtains the certificates required by AS 38.35.240, then any agency responsible for the consistency determination for a project may phase review of the project.

Uncodified Provisions – Sections 12 – 14

Section 12.
Limitation of Certain Actions.

This section provides that constitutional challenges to this Act must be brought within 60 days after the Act’s effective date.

Section 13.
Legislative Authorization and Approval.

This section provides that, by passing this Act, the legislature is granting the approval required by AS 42.40.285 for the Railroad to issue bonds to the project.

Section 14.
Effective Date.

The Act takes effect immediately. 
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