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1 IN THE HOUSE BY THE FINANCE COMMITTEE

2 CS FOR HO USE  BILL NO. 491 (Finance)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEG IS LATURE - 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 B Y  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 Petroleum Reserve -

15 Alaska;

16 (2) 42 U.S.C. 6508 further provides that in the allocation 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 been 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 public school

25 fund; the remainder, approximately $6,100,000, has bee n placed in the

26 National P etroleum Reserve - Alask a special revenue fund established by ch.

27 94, SLA 1984; of that amount, $3,700,000 has been 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 decision dated M a r c h  18, 1986, a superior court of the 

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

that the state v i o l a t e d  the terms of 42 U.S.C. 6508 by failing to es tablish 

a rational system b y  w hich political s ub divisions impacted by oil and gas 

development in the National Petroleum R es er ve - Alaska could apply for and 

receive funds on a priority basis; the court has required the state to 

segregate and account for all funds r ec ei ved  u n d e r  42 U.S.C. 6508 before

8 1984, including m o n e y  received under 42 U.S.C. 6508 that has b e e n  d eposited

9 in the permanent fun d under AS 37.13.010 or ap pro priated to the National

10 P et roleum Reserve - Alaska special revenue fund under ch. 94, SLA 1984, but

11 e xc luding funds ex pe nde d before 1984 by general fund appropriations; it

12 also appears from the d ecision that the court w o u l d  make Na tional P etroleum

13 Reserve - Alaska m o n e y  deposited in the public school fund (AS 37.14.110)

14 subject to the same segregation and a cco un ti ng  requirements as the m oney

15 dep os it ed  in the permanent fund; and

16 (5) because of the continuing nat ur e of congressional appro-

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

18 failure to estab li sh  a system by w h i c h  claims of local g overnments to 42

19 U.S.C. 6508 funds could be determined and dealt w i t h  on a pr io ri ty basis,

20 it is necessary to change the National P e t r o l e u m  Reserve - A l a s k a  special

21 revenue fund regarding segregation and a l l o c a t i o n  of the m o n e y  received

22 under 42 U.S.C. 6508 and to establish c ri teria by which a pp ropriations may

23 be made from the fund to impacted m un icipalities.

* Sec. 2. S e ct io n 2, ch. 94, SLA 1984 is amen de d to read:

Sec. 2. NATIONAL PETROLEUM RESERVE, ALASKA, S P EC IA L REVENUE 

FUND, (a) The National P etroleum R e s e r v e  - Alaska special revenue 

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

state by the federal government u n d e r  42 U.S.C. 6508 (P.L. 96-514)

since De ce mb er  12, 1980. less the amount deposited in the Reneral fund
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and e x p e n d e d  by the state by Rener al  fund a p p r o p r i a t i o n s  b e f o r e  

June 9, 1984 [SHALL C O N S I S T  OF M O N E Y  R E C E I V E D  B Y  THE S T A T E  F R O M  T H E  

F E D E R A L  GO VE R N M E N T  U N D E R  A3 U.S.C. 1337 (P.L. 96-514)].

(b) The c o m m i s s i o n e r  of reven ue  shall m a n a g e  the N ational P e t r o­

leum R e s e r v e  - Al as ka special r e v en ue fund [IN A C C O R D A N C E  W I T H  A S  37. - 

10.070].

(c) The De partment of C o m m u n i t y  an d Re gi o n a l  A f f a i r s  shall adopt 

re R u l a t i o n s  under w h i c h  m u n i c i p al it ie s i m p a c t e d  by 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 oil and  Ras d e v e l o p m e n t  u n d e r  42 U.S.C. 6508 m a y  

apply for and be el ig ibl e to recei ve  gran ts  to a l l e v i a t e  the impact. 

The d e pa rtm en t shall g ive p r i o r i t y  in the a l l o c a t i o n  of grants to 

m u n i c i p a l i t i e s  th at are e x p e r i e n c i n g  or w i l l  e x p e r i e n c e  the m o a t  

direct or  severe impact from oil and gas d e v e l op men t u n der 42 U.S .C . 

65 08 w i th in the National P e t r o l e u m  R e s e r v e  - Alaska. The d e p a r t m e n t  

shall fund all me r i t o r i o u s  grant appli ca ti on s out of th e m o n e y  a p p r o­

pr i a ted to it each y e ar. W i t h i n  10 days a ft er  the c o n v e n i n g  o f e a c h  

regul ar session o f the legislature, the depa rt men t s h a l l  submit to the  

le gi sl at ure  a list of all m u n i c i p a l i t i e s  that have r e c e i v e d  Rrants. a 

list of all m u n i c ip al it ies  d e t e r m i n e d  by the d e p a r t m e n t  to be e l i g i b l e  

for f u r t h e r  grants, a r e c o m m e n d a t i o n  of the amount of m o n e y  to be  

grant ed for those a d di ti on al ap pl ications, and w r i t t e n  j u s t i f i c a t i o n  

of e a c h  past and p o t e nt ia l grant [THE C O M M I S S I O N E R  O F  R E V E N U E  S H A L L  

PAY T O  T H E  SU BDI VISIONS OF T H E  STATE T H A T  A R E  MO S T  D I R E C T L Y  O R  S E V­

ERELY IM PA CT ED BY D E V E L O P M E N T  OF O I L  A N D  GAS L E A S E D  U N D E R  43 U.S.C. 

1337 T H E  AM OU NT A P P R O P R I A T E D  BY  THE L E G I S L A T U R E  F RO M  T H E  F U N D  F O R  T H A T  

PURPOSE. IT IS THE INTE NT  OF  T HE  L E G I S L A T U R E  THAT T H E  A M O U N T  A P P R O­

PRI A T E D  FOR  PAYMENT T O  S U B DI VIS IO NS  E Q U A L  50 P E R C E N T  OF TH E A M O U N T  

R E C E I V E D  FROM TH E F E D E R A L  G O V E R N M E N T  U N D E R  43 U.S.C. 1337 A N D  T H A T  

THIS P E R C E N T A G E  BE R E V I E W E D  A N N U A L L Y  B Y  THE  LEGISL AT URE ].
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1 (d) It is the intent of the legislature that each year all o f

2 the money in the National P e t r o l e u m  Reserve - Al as ka  special revenue

3 fund  be made available f or  a pp ro pri at io n by the legislature to munic-

4 ipalities that demonstrate u n d e r  (c) of this section present impact,

5 o r  the need to determine or p l a n  for future i m p a c t . from oil and gas

6 d ev el opment under 42 U.S.C. 6508. It is the intent of the legislature

7 that an initial appropr ia ti on be made to the Department of Community

8 a n d  Regional Affairs to co ve r anticipated impact grants, and that

9 additional funds be made avai la bl e through supplemental appropriations

10 if the impact is greater than anticipated and the legislature con-

11 siders the additional grants p ro pos ed  by th e department to be meri-

12 torious [AMOUNTS R EC EIVED B Y  THE STATE U ND ER  (a) OF THIS SECTION AND

13 N O T  PAID UNDER (c) OF THIS SECTION SHALL BE U SED BY THE STATE FOR THE

14 FOLLOWING ACTIVITIES AN D SERVICES:

15 (1) PLANNING;

16 (2) CONSTRUCTION, MAINTENANCE, AND OPERATION OF ESSENTIAL

17 PUBL IC  FACILITIES; AND

18 (3) OTHER N E C E SS AR Y PUBLIC SERVICES].

19 ( e ) A_municipality m a y  use the funds received under (d) o f this

2 0 s e c t ion only for the fol lo win g activities and services to alleviate

21 the impact of the oil and gas development under 42 U.S.C. 6508 within

22 the National Petroleum R e s e r v e  - Alaska [AMOUNTS PAID TO SUBDIVISIONS

23 O F  THE STATE U ND ER  (c) OF  THIS SECTION S HALL BE U S E D  BY T HE  SUBDIVI-

24 SIONS O NLY FOR THE F OLLOWING ACTIVITIES A ND  SERVICES IN CONJUNCTION

25 W I T H  DEVELOPMENT OF THE N A T I O N A L  PETROLEUM RESER VE  IN A LA S K A  AND A

26 PROGRA M OF COMPETITIVE LE A S I N G  OF OIL A N D  GAS FR O M  THAT R E S E R V E ] :

27 (1) planning;

28 (2) construction, maintenance, and operation of essential

29 public facilities by the mu ni c i p a l i t y  [SUBDIVISIONS]; and
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1 (3) other necessary public services provided by the munic-

2 ipality [SUBDIVISIONS].

3 * Sec. 3. Section 2, ch. 94, SLA 1984 is amended by adding n e w  sub-

4 sections to read:

5 (f) Funds appropriated under (d) of this section may not be used

6 for the retirement of municipal debt.

7 (g) Amounts received by the state under 42 U.S.C. 6508 and not

8 appropriated for grants to municipalities under (d) of this section

9 lapse at the end of each fiscal year as follows:

10 (1) 50 percent to the principal of the Alaska permanent

11 fund;

12 (2) .5 percent to the public school fund (AS 37.14.110);

13 and

14 (3) the remainder to the general fund for use by the state

15 for the following facilities and services:

16 (A) planning;

17 (B) construction, maintenance, and operation of essen-

18 tial public facilities; and

19 (C) other necessary public services.

20 * Sec. 4. This Act takes effect immediately in accordance with  AS 01.-

21 10.070(c).
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