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BY THE HOUSE SPECIAL COMMITTEE
1 IN THE HOUSE ON O I L  A N D  GAS

2 CS FOR HOUSE B IL L  NO. 491 (Oil and Gas)

3 IN THE LEGISLATURE OF TH E STATE OF AL AS K A

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to the disposition of federal funds

7 received by the state from competitive leasing of oil

8 and gas in the National Petroleum Reserve - Alaska;

9 and providing for an effective date."

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

11 * Section 1. FINDINGS. The legislature finds that:

12 (1) the United States Congress by P.L. 96-514 (42 U.S.C. 6508)

13 provided that the state receives 50 percent of the funds received from

14 competitive leasing of oil and gas in the National P etroleum Reserve -

15 Alaska;

16 (2) 42 U.S.C. 6508 further provides that in the alloc ati on  of

17 the funds received by the state, the state shall give priority to those

18 subdivisions of the state most directly or severely impacted by the devel-

19 opment of oil and gas leased under 42 U.S.C. 6508;

20 (3) since 1982 the state has received approximately $48,643,000

21 from the federal government under the terms of 42 U.S.C. 6508; of that

22 amount, approximately $18,044,000 has b ee n  placed in the general fund and

23 spent by the state for various state programs; approximately $24,317,000

24 has been placed in the permanent fund and  $182,000 in the pu bl ic school

25 fund; the remainder, approximately $6,100,000, has b een pla c e d  in the

26 National Petroleum Reserve - Alaska special revenue fund established b y  ch.

27 94, SLA 1984; of that amount, $3,700,000 has b ee n  appropriated for grants

28 to local governments or for state projects; approximately $2,400,000 still

29 remains in the fund; ..
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1 (4) in a d e c i s i o n  da ted  M a r c h  18, 1986, a s up erior court of the

2 state ruled in City of Barrow, et al. v. State, et al., 1JU-85-2634 Civil,

3 that the state viola ted  the terms of 42 U.S.C. 6508 by failing to e s t a bl is h

4 a rational system by w h i c h  p olitical subdivisions impacted by oil and gas

5 development in the National P et roleum Reser ve - A l a s k a  could apply for and

6 receive funds on a p ri ority basis; the court has re quired the state to

7 segregate and account for all funds received under 42 U.S.C. 6508 before

8 1984, including money re ceived under 42 U.S.C. 6508 that has been d e p o s i t e d

9 in the permanent fund u n de r AS 37.13.010 or ap propriated to the Na ti on al

10 Pe troleum Reserve - A l a s k a  special revenue fund u n d e r  ch. 94, SLA 1984, but

11 ex cluding funds ex pended before 1984 by general fund appropriations; and

12 (5) because of the continuing nature of congressional appro-

13 priations under 42 U.S.C. 6508, and in o rder to rectify the s t a t e’s past

14 failure to es tablish a system by w hi ch claims of local governments to 42

15 U.S.C. 6508 funds could be deter mi ne d and dealt w i t h  on a priority basis,

16 it is necessary to change the National Pet ro le um R e se rv e - Alaska special

17 revenue fund regarding segregation and a llocation of the money r ec e i v e d

18 un der  42 U.S.C. 6508 and to es tablish cr iteria by w h i c h  appropriations m a y

19 be made from the fund to impacted municipalities.

20 * Sec. 2. AS 37.25 is amended by adding a new section to read:

21 Sec. 37.25.040. NA TI ON AL  PET RO LE UM R E S E R V E  - ALASKA S P E CI AL

22 REVENUE FUND. (a) The National Petr ol eu m Reser ve  - Alaska special

23 revenue fund is established. The fund consists of all money di s b u r s e d

24 to the state by the federal g overnment under 42 U.S.C. 6508 (P.L. 96-

25 514) since De ce mb er  12, 1980, less the amount d e p o sit ed  in the general

26 fund and expended by the state by gene ra l fund appropriations bef o r e

27 the establishment of the National P e t ro leu m Rese rv e - Ala sk a special

28 revenue fund u n d e r  ch. 94, SLA 1984.

29 (b) The comm is si on er of reven ue  shall ma n a g e  the N ati on al
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1 P e t r o l e u m  R e s e r v e  - Al a s k a  special r e v e n u e  fund.

2 (c) The D epa r t m e n t  of Co m m u n i t y  an d R eg ional A f f a i r s  shall adopt

3 regulat io ns  u n d e r  w h i c h  m u n i c i p a l i t i e s  i mp ac ted  by  N a t i o n a l  P e t r o l e u m

A Reserve - A l a s k a  oil and gas d e v e l o p m e n t  u n d e r  42 U.S.C. 6508 ma y

5 apply for and be e li gible to recei ve gra nt s to a l l e v i a t e  the impact.

6 The d e par tm en t shall give p r i o r i t y  in the a l l o c a t i o n  of grants to

7 m u n i c i p a l i t i e s  that are e x p e r i e n c i n g  o r  will e x p e r i e n c e  the mos t

8 direct or severe impact from oil and gas d e v e l o pm en t u n d e r  42 U.S.C.

9 6508 w i t h i n  the N a t i o n a l  P e t r o l e u m  R e s e r v e  - Alaska. W i t h i n  10 days

10 after the c on v e n i n g  of each regul ar  s e s s i o n  of the legislature, the

11 D e pa rt men t of C o m m u n i t y  and Reg io n a l  Affai rs  s h a l l  submit to the

12 le gi sla tu re  a list of all m u n i c i p a l i t i e s  d e t e r m i n e d  by the d e pa rtm en t

13 to be el igi bl e for grants u n d e r  this section, a r e c o m m e n d a t i o n  of the

14 amount of mon ey  to be gran te d to eac h of the l i s t e d  mu ni c i p a l i t i e s ,

15 and a w r i t t e n  j u s t i f i c a t i o n  for each grant.

16 (d) It is the intent of the leg is la tur e that e ac h  y e a r  all of

17 the m o n e y  in the National P e t r o l e u m  R e s e r v e  - A l a s k a  spec ial  revenue

18 fund be ma d e  a v a il ab le  for a p p r o p r i a t i o n  by the l e g i s l a t u r e  to munic-

19 ipalities that d e m o n st ra te  u n d e r  (c) of this s e c t i o n  p r e s e n t  impact,

20 or the n ee d  to de t e r m i n e  or p l a n  for future impact, from oil and gas

21 d e v e lo pm ent  u n d e r  42 U.S.C. 6508.

22 (e) A  m u n i c i p a l i t y  may  use the funds r e c e i v e d  u n d e r  (d) of this

23 s e ct io n only for the fol lowing a cti v i t i e s  and se rv i c e s  to al le vi at e

24 the impact of the oil and gas d e v e l o p m e n t  u nd er  42 U.S.C. 6508 w i t h i n

25 the Nat io na l P e t r o l e u m  Rese rv e - Alaska:

26 (1) planning;

27 (2) construction, m ai nt e n a n c e ,  and o p e r a t i o n  of e ss e n t i a l

28 pu bl i c  faci li tie s by the m u n i c i p a l i t i e s ;  and

29 (3) other n e c es sa ry  p u b l i c  s er v i c e s  p r o v i d e d  b y  the
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m u n i c i p a l i t i e s .

(f) F u n d s  appro pri at ed  under (d) of this section may not be used 

for the ret ir e m e n t  of mun ic ip al debt.

(g) A m o u n t s  received by the state under 42 U.S.C. 6508 and not 

a p p ro pr ia te d for grants to m u n i c i p a l i t i e s  under (d) of this section 

shall lapse at the end of ea c h  fiscal ye a r  as follows:

(1) 50 percent to the p r i n c i p a l  of the Alaska permanent

fund;

(2) .5 percent to the p u b l i c  school fund (AS 37.14.110 -

37.14.150); and

(3) the re mainder to the g e ne ra l fund for use by the state 

for the f o l l o w i n g  facilities and services:

(A) planning;

(B) construction, maintenance, and o pe ration of e s s e n­

tial p u b l i c  facilities; and

(C) other n ecessary p u b l i c  services.

* Sec. 3. C h a p t e r  94, SLA 1984 is repealed.

* Sec. 4. Th e National Petr ol eu m R e s erv e - Alaska special revenue fund 

established by sec. 2 of this Act is a c o n tin ua ti on  of the fund established 

by sec. 2, ch. 94, SLA 1984, repealed by sec. 3 of this Act, and the b a l­

ance of the ch. 94, SLA 1984 fund shall be transferred accordingly.

* Sec. 5. T h i s  Act takes effect i mm ed ia tel y in accordance w i t h  AS 01.- 

10.070(c).
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