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S e n a t e  Bill No. 257, an Ac t  r e l a t i n g  to natural gas; e s t a b l i s h i n g  t h e  Al a s k a  

Natural Gas Industrial D e v e l o p m e n t  A u t h o r i t y ;  and a u t h o r i z i n g  the a u t h o r i t y  

to i ssue r e v en u e  bonds to f i n a n c e  c o n s t r u c t i o n  of a plan to c o n d i t i o n  natural 

gas and rep e a l i n g  the A l a s k a  Gas P i p e l i n e  F i n a n c i n g  A u t h o r i t y ,  was intro du c e d  

in the S e n a t e  on M a r c h  9, 1981 a n d  was r e f e r r e d  to the S e n a t e  S tate Affairs; 

R e s o u rc e s  and Fina n ce  Committees.
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SB 257 

FISCAL NOTE

I. REQUEST
Bill/Reso lution No. SENATE BILL NO. 257________________________________________ £_____________________
Title Establishing the Alaska Natural Gas Industrial Development Authority, provide for

RBCKKKtotkfay the issuance of revenue bonds, repeal Alaska  Date 3/9/81_______________
Gas Pipeline Financing Authority 

Requested by Senate State Affairs Committee______________________

II. F ISCAL DETA IL
Agency Affected Department of Revenue. State Bond Committee_________________________________

Program Category Affected_

_  ,   —-

BRU , Program, o r Subprogram(s) A ffected___________________________________________________________
(.Note: I f  more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPEND ITURES (Thousands o f  Dollars)

FY  8 1 FY  82 FY 8 3 FY  84 FY  85 FY 86
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS. ETC.

TOTAL

FUNDING  (Thousands o f Dollars) SEE BELOW: SIGNIFICANT POTENTIAL IMPACT EXISTS
BUT IS INDETERMINATE

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
This bill establishes the Alaska Natural Gas Industrial Development Authority for the

purpose of issuing revenue bonds to plan and finance the construction of a plant to

condition natural gas. Repeals Alaska Gas Pipeline Fiancing Authority. Authority 
(development) allowed to issue and sell up to $2 Billion in revenue bonds.

This bill is structured to create an organization/agency similar to International 

Airports which is an agency within DOTPF and is budgeted like any other BRU
The State Bond Committee makes all decisions related to the issuance and sale of

revenue bonds. Staff and other operating expenditure requirements would be based 

on the eventual size and scope of the project.

I V  D A T E  April 6, 1981 P R E P A R E D  B Y  Anselm C. Staack, Treasury Comp t r oller

AGENCY PeptT~of Revenue/Treasury Division

Original: Legislative Finance PHONE . 465-2351____________________

cc: Budget and Management
Prime Sponsor (F irst Legislator Named)

3 3 -0 0 1  (Rev. 1 2 / 8 0 )



This m e m o r a n d u m  r e c o u n t s  and s um ma ri z es  the c o n t e n t  of 
several c o n v e r s a t i o n s  a mong A n s e l m  Staack, C o m pt r ol le r in 
the D e p a r t m e n t  of Revenue, A s s i s t a n t  A t t o r n e y  General 
J i m  Baldwin, and m e  c o n c e r n i n g  the a b o v e - r e f e r e n c e d  bill.

M a y  8, 1981

SUBJECT:

TO:

FROM:

N a t u r a l  Gas I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  
(SB 257)

Sen a to r Vic Fischer, C h a i r m a n  
S e n at e State Affai rs  C o m m i t t e e  
Attn: R o b e r t  R o a r k

J o h n  B . Chenowetih 
L e g i s l a t i v e  C o u n

LEGISLATIVE AFFAIRS AGENCY

POUCH Y . STATE CAPITO l 

JUNEAU. ALA SKA  99811 

907.465-3800

Mr. S taack w a s  c o n c e r n e d  that the N a t u r a l  Gas Industrial 
D e v e l o p m e n t  A u t h o r i t y  was e s t a b l i s h e d  a n d  c o ns ti tu te d  an 
a u t h o r i t y  ra ther than a state c o r p o r a t i o n  by this l e g i s­
lation, w h i l e  Mr. B a l d w i n  a sk e d w h e t h e r  the entity, 
c o n s t i t u t e d  as an authority, a c t u a l l y  p e r f o r m e d  any 
s u b s t a n t i v e  fu nctions w hi ch  m i g h t  o t h e r w i s e  b e  p e r f o r m e d  by 
the state b o n d  committee. Mr. Staack's p r i n c i p a l  concern, I 
believe, was the d egree of control w h i c h  the state government 
w o u l d  c o n t i nu e to en jo y if the e n t i t y  w e r e  e s t a b l i s h e d  as an 
a u t h o r i t y  (with a degre e  of i n d e p e n d e n c e  grea te r than that 
n o r m a l l y  a t t a c h i n g  to a state cor po ra ti on ) . The law is not 
p a r t i c u l a r l y  clear as to w h e t h e r  an a u t h o r i t y  is truly more 
" i n d e p e n d e n t "  than a p u b l i c  corporation. Rather than m e r e l y  
r e l y i n g  on the designation, the real d i s t i n c t i o n  arises out 
o f  the du ties and p o w e r s  a s s i gn e d to the e n t i t y  and, of course, 
the n ature of the me mb e r s h i p  of the e ntity's g ov er n i n g  body. 
M o r e  significant, p e r ha ps  is Mr. B a l d w i n ' s  c o n ce rn  that, in 
SB 257, the au th o r i t y ' s  board is r e a l l y  g i v e n  little r e s p o n s i­
bility, w h i l e  the st at e bond c o mm it t ee 's  duties (with r e sp ec t 
to issu an ce  of the reve nu e  bonds, their payment, r e d e m p t i o n  
and the like) are significant. Mr. B a l d w i n  s uggests that 
the l e g i s l a t i v e  c o m m i t t e e  c o n s i d e r i n g  the l e gi sl a ti on  might



w a n t  to c o n s i d e r  e l i m i n a t i n g  the s e p a r a t e  N a t u r a l  Gas 
I n d u s t r i a l  D e v e l o p m e n t  Authority, a s s i g n i n g  its r e s p o n s i­
bi l i t i e s  to, say, a c o m m is si on e r or c o m m i s s i o n  a l re ad y 
established, l e a v i n g  the "mechanics'1 of t r e a t i n g  w i t h  the 
b o n d s  to the s t at e b o n d  committee, a n d  d e s c r i b i n g  v e r y  
s p e c if ic  l i m i t a t i o n s  on the assets a s s o c i a t e d  w i t h  the gas 
c o n d i t i o n i n g  f a c i l i t y  w h i c h  w o u l d  s er v e as the b as is  for 
gu ar an t e e s  of r e p a y me nt  of the r e v e n u e  b o n d s . B o t h  points 
r a i s e d  are, to m y  mind, p o l i c y  c o n s i d e r a t i o n s  for the 
c o m m i t t e e  to w h i c h  Senator Parr, the b il l' s sponsor, m a y  
w i s h  to respond.

In addition, Mr. B a l d w i n  s u g g e s t e d  that lan gu ag e a p p e a r i n g  
in AS 3 1 . 3 5 . 0 1 0  r e l a t i n g  to the a u t h o r i z a t i o n  for the gas 
c o n d i t i o n i n g  p l a n t  be r e d r a f t e d  for p u r p o s e s  of clarity, I 
concur and suggest:

(a) T h e  s tate may a c q u i r e  or c o n s t r u c t  a gas 
c o n d i t i o n i n g  plant and any f a c i l i t i e s  a s s o c i a t e d  w i t h  
it, eq ui p  the plant, a n d  inst al l a d d i t i o n s  and 
i m pr ov em en t s to the plant and a ny facilit ie s a s s o c i a t e d  
w i t h  it.

Finally, Mr. B a l d w i n  ur ge d r e c o n s i d e r a t i o n  of the p r o v i s i o n s  
of the last s e n t e n c e  of AS 44.82.091(a), page 4, lines 26 - 29 
s u g g e s t i n g  that the ten p e rc en t r a t e  t h er ei n s p e c i f i e d  s h o u l d  
be c o n s i d e r e d  an av eraged rate of i n t e r e s t  for the life of 
the bonds. I b e l i e v e  the l a n gu ag e p r o v i d e d  i n  the b i l l  does 
as h e  suggests, b u t  would act on any r e c o m m e n d a t i o n  w h i c h  
the c o m m i t t e e  w o u l d  choose to make i n  this regard.

J BC :1.1b

cc: Senat or  C h ar le s H. Parr



Affairs, then to Finance.

Educational 

Incentive 
Grant Program

SENATE BILL NO. 2 54, by Senators Parr, Kelly and Stimspn. 

Relates to the A laska State Educational Incentive Grant P ro­
gram (AS 14.40.930). Amends that section by stating that 

funds appropriated for this program "may" (presently "shall") 

be used as matching funds for the state's participation in the 

federal-state student incentive grant program (P.L. 92-318;

20 U.S.C. secs. 1070c - 1070c-s). Rewrites section relating 

to limitations on grants (sec. 950(a)) by stating that a grant 

made m a y  not be less chan $100 or more than $3,000 (presently 

$1,500) for an academic year. Provides Act takes effect July 

1, 1981.

Introduced March 9 and referred to Health, Education and Social 

Services, then to Finance.

P i o n e e r s 1 Hom e  SENATE BILL NO. 256, by Senator Parr. Repeals the requirement 

(exempt from that the person managing or administering an Alaska Pioneers' 

requirements) Home be a licensed nursing home administrator. Amends AS
08.70.080 (Nursing Home Administrators. License required) by 

addition of language which states: "This section does not

apply to persons engaged in managing, supervising, or adminis­

tering an Alaska Pioneers' Hone under AS 47.25." Provides 

Act takes effect immediately.

Introduced March 9 and referred to Health, Education and Social 

Services.

Natural Gas 

Development 
Authority

SENATE BILL NO. 2 5 7 , by Senator Parr. Repeals the Alaska. Gas 

Pipeline Financing Authority, created in 1978 (sec. 1, chapter 
90, SLA 1978) to provide state assistance for the financing of 

the natural gas pipeline project. Repeals section relating to 

the issuance of revenue bonds (AS 44.82.090) which allows the 

state to borrow money and issue revenue, bonds up to the princi­

pal amount of $1,000,000,000 to assist in the financing of the 
project.

— Establishes the Alaska Natural Gas Industrial Development 
Authority (in place if the Alaska Gas Pipeline Financing A uthor­

ity), within the Department of Revenue, with a legal existence 

independent of and separate from the state. Authorizes the 

authority to issue revenue bonds to finance construction of a 

plant to condition natural ga s . -

Appropriation SENATE BILL NO. 2 5 5 , by Senators Parr, Kelly and Stimson.

(special) Makes a special appropriation in the amount of $1,000,000 

(ed. incentive to the Department of Education, Alaska Commission on Postsecon- 
grant program)dary Education for the Alaska state educational incentive grant 

program. Provides unexpended and unobligated portion of the 
appropriation lapses into the general fund on June 30, 1982. 

Provides Act takes effect on the effective date of SB 254, above.

Introduced March 9 and referred to Health, Education and Social 

Services, t h e n • to Finance.

p a g e  425



— Amends the State Bonding Act (AS 37.15) by addition of a new 
section relating to natural gas conditioning plant revenue bonds, 

authorizing t h e  issuance and sale of revenue bonds of not more 

than $2,000,000,000 to provide money to acquire, construct, equip 

and install additions and improvements to the gas conditioning 

plant.

— Amends Title 31, "Oil and Gas" by addition of a n e w  chapter, 

"35. Natural Gas Conditioning Plant" w h i c h  authorizes the state 

to acquire, construct, equip and install additions and improve­

ments to the gas conditioning plant and any facilities asso­

ciated with it. Provides that the Commissioner of Transporta­
tion  and P ublic Facilities has the responsibility to design 

and construct the plant and improvements to it. Provides that 
the location of the plant shall be determined, after public 

hearings, b y  the Alaska Royalty Oil and Gas Development A d­

vis o r y  Board.

— Provides for lease and operation of the gas conditioning plant 

by the Commissioner of Natural Resources to a qualified opera­

tor by competitive bid. States that bids may be on the basis 
of a percentage of revenue produced by the plant or a fixed 

annual rental payment, as determined by the Commissioner. The 
mi n i m u m  acceptable bid must be sufficient to pay the debt ser­

vice  on the bonds and to provide the state wi t h  a reasonable re­

turn on its investment.

Sections added which d e a l  with bonds and funding of the auth­

or itv include:

AS 44.82.083, "Bonds of the Authority". States that 

bonds of the authority may be issued ". . .for the purpose of 
purchasing or otherwise acquiring any obligation issued with 

respect to the project in any form wh i c h  is fixed and certain 

as to terms of repayment and for the establishment of reserves 

to secure or to pay bonds or notes or interest on bonds or 

notes and all other costs of the authority incident to and 

necessary for issuance of bonds or notes. . . .".

AS 44.82.085, "Construction Fund". Sets up a special fund 

of the state known as the "gas conditioning plant construction 

fund" "into which shall be paid the proceeds of the sale of the 

bonds (except accrued interest paid on them, which shall be

paid into the bond redemption fund) and other money w h i c h  is
legally provided for the same purposes for which the bonds are 

authorized. The money in rhe construction fund shall be used 
to pay the costs of the project and for incidental costs, in­

cluding costs of the authorization, issuance and sale of the 
bonds. . . .To the extent provided in the bond resolution, money 

in the construction fund may also be used for the payment of in­
terest on the bonds during the period of actual construction, and 

for a further period, not exceeding one year after the period of

construction, as "may be provided in the bond resolution. Money

in the construction fund may also be transferred to the bond 

redemption fund. . .to establish a reserve for the payment of 
the principal of and interest on the bonds. . . .".

page -26



AS 44.82.087 "Revenue Fund". Sets up a special fund of 

the state known as the "gas conditioning plant revenue fund", 

which is " . . .a trust fund for the uses and purposes provided 

in this chapter, and into which shall be paid all revenues, fees, 

charges and rentals derived by the state from the ownership, 

leas'*, use, and operation of the gas conditioning plant and all 

of .he facilities and improvements used in connection with it. 

These revenues, charges, fees, and rentals may not include the 

proceeds of a state tax or license. . . .". (Further outlines 

purposes for which monies m ay be u s e d ) .

AS 44.82.089, "Redemption Fund". Sets up a special fund 
of the state, known as the "gas conditioning plant revenue bond 

redemption fund: "which is a trust fund for paying and securing 

the payment of the principal of and interest and redemption pre­

mium, if any, on the bonds and which shall be at all times com­
pletely segregated and set apart from all other funds of the 

state. . . .Ine bond redemption fund shall be drawn upon for 

the purpose of paying the principal of and interest and redemp­

tion premium, if any, on the bonds, and the bonds do not con­

stitute a general obligation of the state."

— Outlines bond terms, and states that before selling a series 
of bonds, the committee shall give notice inviting sealed bids 

and if satisfactory bids are received, the bonds offered for 
sale shall be awarded to the highest responsible bidder. The 

committee may reject bids if they are not satisfactory as to 

price or responsibility of the bidders. Bonds shall be sold at 

such a price that the effective interest rate over the life of 

the bonds does not exceed 10 percent a year with interest pay­

able annually or semiannually. Provides bonds shall mature at 

the time or times fixed by the committee.

— Following sections deal with bond resolution, enforcement by 
•holder, amounts required for payments, bond negotiability, limi­

tation on issuance of bonds and refunding.

— Repeals and reenacts AS 44.82.160, "Bonds as legal invest­

ments for fiduciaries.", by changing section to "Bonds as legal 
investments". Section as repealed and reenacted reads: "The

bonds are legal investments for all banks, trust companies, 

savings banks, savings and loan associations and other persons 

carrying on a banking business, all insurance companies and 
other persons carrying on an insurance and all executors, ad­

ministrators, trustees, and other fiduciaries. The bonds may be 

accepted as security for deposits of all funds of the state and 

its political subdivisions."

— Adds a "statutory construction" clause, and repeals and reenacts 

definitions relating to the "authority", "bonds", "project",
"bond redemption fund", "bond resolution", "committee", "con­

struction fund", "gas conditioning plant" and "revenue fund" to 
reflect the change to the Alaska Natural Gas Industrial De­

velopment Authority, rather then the Alaska Gas Pipeline Financing 
A u t h o r i t y " .



— Other sections relating to the A l a s k a  Gas Pipeline Financing 
Authority which are repealed include:

sec. 100, Submission of financial and Alaska impact plan, 

sec. 170, Regulations.

sec. 200, Definitions: (3) "entire trasmission system";

(5) "project sponsor"; (6) "Prudhoe Bay natural gas";

(7) "Prudhoe Bay oil"; (8) "Prudhoe Bay reservior"; 

and sec. 1, Chapter 90, ST.A 2978, the "Legislative Find­

ings" section of "An Act creating the Alaska Gas Pipeline 

Financing Authority; and providing for an effective date."

— Provides the employees of the A l aska Natural Gas Industrial 

Development Authority are a part of the exempt service, exempt 
from the provisions of the State Personnel Act.

— Does not provide for an effective date.

Introduced March 9 and referred to State Affairs, Resources, 
then to Finance.

SENATE BILL NO. 2 5 8 , by Senator Ferguson. Makes a special 

appropriation in the amount of $200,000 to the Department of 
Community and Regional Affairs for technical support for the 

operation and maintenance of village water and sewer systems: 

$100,000 for payment as a grant to the Norton Sound Health 

Corporation to establish and operate a water and sewer techni­

cal support office in Nome to provide trained technical support 

for the operation of village water and sewer systems; $100,000 

for payment as a grant to the Mauneluk Association to establish 

and operate a water and sewer technical support office in 

Kotzebue to provide trained technical support for the operation 

of village water and iewer systems. Provides Act takes effect 

immediately.

Introduced March 9 and referred to Community & Regional Affairs, 
then to Finance.

SENATE BILL NO. 2 5 9 , by the Rules Committee by Request of the 
(supplemental) Governor. Makes a supplemental appropriation from the general 

(Kotzebue nur- fund to the Department of Health and Social Services, Division 
sing service) of Public Health, to pay the costs of public health nursing 

services in the Kotzebue area. Provides the unexpended and 

unobligated part of the appropriation lapses into the general 

fund on June 30, 1981. Provides Act takes effect immediately.

Introduced March 9 and referred to Health, Education and Social 

Services, then to Finance.

In his message transmitting the bill, Governor Hammond stated:

Un d e r  the authority of art. Ill, sue. 18, of the Alaska 
Constitution, I am transmitting a bill which would make a 
supplemental a p propriation to the depart m e n t  of Health 
and Social Services (1IASS), division of public health.

Th i s  appropriation would be used to pay the salaries and 
associated costs for four nursing positions in Kotzebue, 
t ast year money was a p propriated to the department to 

p a g e  4 2 8  contract for nursing services in the Kotzebue area. The
-------------------  c o ntract with the Ma u n e l u k  Asso c i a t i o n  for a pilo*

Appropriation 

(special) 
(village wa­

ter & sewer 

systems)

Appropriation



QUESTIONS for SB 257 Ak. Natural Gas Industrial Development Authority

1. Section 1. - You are creating a new authority without repealing the 
old authority. Do you plan to repeal 44.82.010 or will you have two 
existing gas pipeline financing authorities? (page 1 Section 1 grapj^l)

2. Page 3.44.82.087 & page^44.82.089 These both say special fund 
you elaborate on the constitutional problem of designated funds?

$ 3 “ld

tD

POSSIBLE AMENDMENT Page 4 line 24 In place of highest would you mind 
hanging to "lowest net interest cost."'. ; it

4. ?? Page 5 lines 10 thru 13. You have these bonds that belong to an
independent industrial development authority being signed by the governor 
or the It. governor. My impression is that these are not bonds of the state 
and do not require the governor's signature. .Could you clarify that for me.

use
Page 9 line 26— If this is 
the state bond committee?

arf|authority in and of itself-, why would you

6. Pagell line 1 sec. 31.35.020 In regards to the location of the gas 
conditioning plant, via/. \roul-d this ̂ decision be made by the Ak. Royalty oil 
and Gas Development Advisory Boardj^i Alc wg*niakuiu a fiscal1 dcdb 
political dceia-ion as to - tho- l ecat fe rr
7. OPENING QUESTION Charlie would you say that this authority has been 
patterned after any existing authorities in the state or is it a new concept?

w i c r t  Y s  r * k * t

Additional question(s)

■vs In lipht of the work of the D&D board, 
d £  you believe it is still appropriate for 

DOYPF to design and construct th g I • 
(page 10 line 28 under 31.35.010

2. What if the state wonted to help 
finance the line and the gcp? Would this 
bill not restrict financing to the gcj 

only?



JAY S. HAMMOND, GOVERNOR

DEPARTMENT OF NATURAL RESOURCES

OFFICE OF THE COMMISSIONER

POUCH M
JUNEAU, ALASKA 99811
p h o n e : ( 9 0 7 ) 4 6 5 - 2 4 0 0

M a y  5, 1 9 8 1

S e n a t o r  V i c  F i s c h e r  
C h a i r m a n
S e n a t e  S t a t e  A f f a i r s  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  99811 

D e a r  S e n a t o r  F i scher:

T h a n k  y o u  for the o p p o r t u n i t y  t o  c o m m e n t  o n  S e n a t e  B i l l  257. 
O u r  c o m m e n t s  o n  t h e  b i l l  d o  n o t  t a k e  in t o  c o n s i d e r a t i o n  the 
t e c h n i c a l  a n d  l e g a l  i s s u e s  r e l a t e d  t o  r e v e n u e  b o n d i n g  a n d  
i n d u s t r i a l  d e v e l o p m e n t  a u t h o r i t i e s  w h i c h  m a y  be  i n h e r e n t  in 
SB 257, a s  w e  u n d e r s t a n d  t h e  D e p a r t m e n t  of  R e v e n u e  has b e e n  
r e q u e s t e d  to t estify. We w o u l d  note, h o w e v e r ,  t h a t  t h e  b i l l  
a p p e a r s  to s h a r e  some o f  t h e  d e f e c t s  of t h e  e x i s t i n g  s t a t u t e  
i d e n t i f i e d  in a r e v i e w  of t h a t  s t a t u t e  l a s t  year. The 
c u r r e n t  v e r s i o n  o f  SB 257 r a i s e s  s o m e  c o n c e r n s .

Fi r s t ,  i t  w o u l d  r e p e a l  the e x i s t i n g  A l a s k a  G a s  P i p e l i n e  
F i n a n c i n g  A u t h o r i t y ,  i n c l u d i n g  t h e  r e q u i r e m e n t  for a F i n a n c i a l  
and A l a s k a  I m p a c t  P l a n  w h i c h  c o v e r s  s u c h  i t e m s  as f i n a n c i n g  
m e t h o d s ;  p r o t e c t i o n  o f  the S t a t e ' s  r i g h t  to w i t h d r a w  its 
r o y a l t y  gas; r e s i d e n t  h i r e  p r a c t i c e s ;  r e i m b u r s e m e n t  of S t a t e  
c o s t s  a s s o c i a t e d  w i t h  m o n i t o r i n g  the p r o j e c t ;  a n d  r e s o l u t i o n  
of s e v e r a l  i s s u e s  such as a l l o c a t i o n  of c o n d i t i o n i n g  costs.

T h e  r e p e a l  of  the F i n a n c i a l  and A l a s k a  I m p a c t  P l a n  (AS 
4 4 . 8 2 . 1 0 0 )  w o u l d  r e m o v e  f r o m  S t a t e  s t a t u t e  t h e  o n l y  s p e c i f i c  
m e n t i o n  o f  t h e  S t a t e ' s  i n t e n t  to  r e c o v e - the c o s t s  of S t a t e  
p e r s o n n e l  a n d  e q u i p m e n t  r e q u i r e d  to m o n i t o r  t h e  c o n s t r u c t i o n  
an d  o p e r a t i o n  of the p i p e l i n e  p r o j e c t ,  a n d  t h e  c o s t s  o f  
p r o v i d i n g  l o c a l  i m p a c t  i n f o r m a t i o n  a n d  p l a n n i n g  a s s i s t a n c e  
for c o m m u n i t i e s  a f f e c t e d  b y  the p r o j e c t .  A l t h o u g h  the S t a t e  
has a u t h o r i t y  to r e q u i r e  s u c h  r e i m b u r s e m e n t  u n d e r  its g e n e r a l  
l e a s i n g  p r o v i s i o n s ,  t h e  q u e s t i o n  of the p r o p r i e t y  of r e i m­
b u r s e m e n t  of s o c i o - e c o n o m i c  c o s t s  h a s  b e e n  r a i s e d  as a n
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i s s u e  i n  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  p r o c e e d i n g s  
a n d  is n o t  y e t  r e s o l v e d  there.

S e c o n d ,  as S e n a t e  B i l l  257 w a s  o r i g i n a l l y  d r a f t e d  o v e r  a 
y e a r  a g o  a n d  r e i n t r o d u c e d  t h i s  s e s s i o n ,  it d o e s  n o t  r e f l e c t  
s o m e  d e v e l o p m e n t s  w h i c h  h a v e  t a k e n  p l a c e  in t h e  i n terim.
Sec. 3 1 . 3 5 . 0 1 0 ( b )  c a l l s  f o r  D O T - P F  t o  b e  r e s p o n s i b l e  for
d e s i g n i n g  a n d  c o n s t r u c t i n g  the p l a n t  a n d  i m p r o v e m e n t s  to it. 
In a c t u a l i t y ,  d e s i g n  o f  t h e  c o n d i t i o n i n g  p l a n t  is w e l l  
u n d e r w a y  as t h e  D e s i g n  a n d  E n g i n e e r i n g  B o a r d  (composed of 
b o t h  g a s  p r o d u c e r s  a n d  t h e  gas t r a n s m i s s i o n  c o m p a n i e s )  
c o n t r a c t e d  l a s t  y e a r  wit'.\ t h e  R a l p h  M. P a r s o n s  C o m p a n y  for 
t h e  w o r k .

A l s o  Sec. 3 1 . 3 5 . 0 2 0  c a l l s  f o r  t h e  l o c a t i o n  o f  t h e  gas c o n­
d i t i o n i n g  p l a n t  t o  b e  d e t e r m i n e d ,  a f t e r  p u b l i c  h e a r i n g ,  by 
the A l a s k a  R o y a l t y  O i l  a n d  G a s  D e v e l o p m e n t  A d v i s o r y  Board. 
T h i s  p r o v i s i o n  p r o b a b l y  l i e s  o u t s i d e  t h e  s t a t u t o r y  s c o p e  of
the A d v i s o r y  Board. I t  a l s o  i g n o r e s  t h e  p r a c t i c a l ,  t e c h n i c a l
a n d  e c o n o m i c  c o n s i d e r a t i o n s  w h i c h  h a v e  g u i d e d  t h e  D e s i g n  a n d  
E n g i n e e r i n g  B o a r d  in i t s  s i t e  s e l e c t i o n .  T h e  S t a t e  d i d  
r e q u e s t  f r o m  the D e s i g n  a n d  E n g i n e e r i n g  B o a r d  a c o m p a r a t i v e  
a n a l y s i s  of t h e  P r u d h o e  B a y  s i t e  vs. an I n t e r i o r  site. The 
a n a l y s i s  s u p p o r t e d  the s e l e c t i o n  of the P r u d h o e  B a y  site, a 
c o n c l u s i o n  w h i c h  t h e  S t a t e ' s  c o n s u l t a n t s ,  a g a s  p r o c e s s i n g  
e n g i n e e r i n g  firm, c o n c u r r e d  w ith.

W e  a r e  s o r r y  n o t  t o  be a b l e  to r e s p o n d  i n  p e r s o n  to a n y  
q u e s t i o n s  at this time, b u t  we  w o u l d  be g l a d  to a n s w e r  any 
q u e s t i o n s  at a l a t e r  d a t e ,  e i t h e r  t h r o u g h  s u b s e q u e n t  w r i t t e n  
t e s t i m o n y  or t h r o u g h  w o r k  w i t h  l e g i s l a t i v e  staff.

S i n c e r e l y ,
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JAY I HAMMOND, GOYEKNDN
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T h e  H o n o r a b l e  V i c  F i s c h e r  

C h a i r m a n

S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  

R o o m  2 0 5  - B e h r e n d s  B u i l d i n g  

J u n e a u ,  A l a s k a

D e a r  S e n a t o r  F is c h e r :

Re: S e n a t e  Bill No. 257

S e n a t e  Bill No. 257, an A c t  r e l a t i n g  to natu r a l  gas; e s t a b l i s h i n g  t h e  A l a s k a  

Na t u r a l  Gas I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y ;  and a u t h o r i z i n g  the a u t h o r i t y  

to i s s u e  r e v e n u e  bonds to f i n a n c e  c o n s t r u c t i o n  of a p l a n  to c o n d i t i o n  n a t u r a l  

ga s  and r e p e a l i n g  the A l a s k a  Gas P i p e l i n e  F i n a n c i n g  A u t h o r i t y ,  wa s i n t r o d u c e d  

in the S e n a t e  o n  M a rc h  9, 1981 and was r e f e r r e d  to the S e n a t e  S t a t e  A f f a i r s ;  

R e s o u r c e s  and F i n a n c e  Commit t e e s.

F o r  the c o n s i d e r a t i o n  o f  the S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e ,  I am e n c l o s i n g  a 

c o p y  o f  a Fi s c a l  Note p r e p a r e d  by Mr. A n s e l m  S t a a c k ,  T r e a s u r y  C o m p t r o l l e r ,  

D e p a r t m e n t  o f  R e v e n u e  c o n c e r n i n g  t h e  p r o p o s e d  l e g i s l a t i o n .

Since r e l y ,

' C

R. D. S t e v e n s o n  

Spec i a l  A s s i s t a n t

R D S / r d h

cc: Th e  H o n o r a b l e  Be tt y e  F a h r e n k a m p  

C h a i r p e r s o n

S e n a t e  R e s o u r c e s  C o m m i t t e e

Th e  H o n o r a b l e  Don B e n n e t t  

Th e  H o n o r a b l e  M. E. D a n k w o r t h  

C o - C h a i r m e n

S e n a t e  F i n a n c e  C o m m i t t e e

J o s e p h  K. D o n o h u e  

D e p u t y  C o m m i s s i o n e r  

D e p a r t m e n t  o f  R e v e n u e

A n s e l m  S t a a c k  

T r e a s u r y  C o m p t r o l l e r  

D e p a r t m e n t  o f  Reven u e



I . R EQ UEST
B ill/R eso lu tion  No. S E NATE SILL wo. 257________________________________________________________________

Title E s t a b l i s h i n g  the Alaska N a t ural Gas Industrial De v e l o p m e n t  Authority, provide for 
RgCKtestgcfchx ~ he issua n c e  of r e v e n u e  bonds, repeal A l a s k a  £)ate 3/9/S1

Gas P i p e l i n e  Financing A u t h o r i t y  

R e q u e s t e d  by Senate State A f f a i r s  Committee______________________

I I .  F ISCAL D E T A IL
Agency A ffected D e p a rtment o f  R e v e n u e , State Bond Comm i t t e e  ____________________________

Program Category Affected   __________________________
. • B R U . Program , o r Subprogram (s) A ffected ./____________________

(N ote : I f  m ore than one budget component is affected, separate line-item amounts and funding fo r each 
com ponent in the analysis section.)

E X PEN D ITU RES  (Thousands o f  D o lla rs )

F Y  81 F Y  82 F Y  83 F Y  84 F Y  .85 F Y  86
100 P E R S O N A L  SERVICES
200 T R A V E L
300 C O N T R A C T U A L
400 C O M M O D I T I E S
500 F.OI J1PMENT
600 L A N D  &  S T R U C T U R E S
700 G R A N T S .  CLAIMS. ETC.

TO TA L

FUN D IN G  (Thousands o f  Do lla rs) ^  BELOW: S I G N I F I C A N T  POTE N T I A L  I M P A C T  EXISTS
BUT IS INDETERMINATE

G E N E R A L  F U N D
F E D E R A L  F U N D S
O T H E R  (Specify Fund Source)

POSITIONS

F U L L  TIME
P A R T  TIME
T E M P O R A R Y

I I I .  A N A LYS IS  (See Fiscal Note Preparation Instructions, Section I I I )
T h i s  bill e s t a b l i s h e s  the A l a s k a  Natural Gas Industrial D evelopment A u t h o r i t y  for the 

p u r p o s e  o f  issuing revenue bo n d s  to pla n  and finance the construction of a plant to 

c ond i t i o n  n a t u r a l  gas. Repeals Alaska Gas Pipeline F i a n c i n g  Authority. Auth o r i t y  

(development) a l l o w e d  to issue and sell u p  to $2 Billion in revenue bonds.

T his bill is structured to create an organization/agency similar to I n t e r national 

Airp o r t s  w h i c h  is an agency w i t h i n  DOTPF and is budgeted like any other ERU.

The State Bo n d  C o mmittee makes all decisions related to the issuance and sale of 

r e v e n u e  bonds. Staff and other operating expenditure requirements would be based 

cr. the e v e n t u a l  size and scope o f  the project.

/ Q a e & c  r  C ,

iv n A T P  A p r i l  6, 1981 P R E P A R E D  R Y  A nselm C. Staack, Treasury Comptroller

“  AGENCY Pept- o f  Revenue/ T r e a s u r y  Division_____________
Original: Legislative Finance PHONE _ f 65-2^51---------------------
cc: Budget and Management

Prime Sponsor (F irst Legislator Named)

3 3 - 0 0 !  (Rev. 1 2 / 8 0 )



IT CHI G J I O i Q J T O

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  M a y  8, 1981

SUBJECT:

TO:

FROM:

This m e m o r a n d u m  rec ou nt s  and s ummarizes the c o n te nt  of 
several c onversations among A n s e l m  Staack, C o m p t r o l l e r  in 
the D e p a r t m e n t  of Revenue, A s s i s t a n t  A t t o r n e y  General 
J i m  Baldwin, and me c o n c e r n i n g  the a b o v e - r e f e r e n c e d  bill.

Mr. Staack was c o n c e r n e d  that the N a t u r a l  Gas In du st ri a l 
D e v e l o p m e n t  A u t h o r it y was es ta bl i s h e d  a nd c o n s t i t u t e d  an 
a u t h o r i t y  r a th er  than a state c o r p o r a t i o n  b y  this l e g i s­
lation, wh il e Mr. B a l d w i n  asked w h e th er  the entity, 
c o n s t i t u t e d  as an authority, a c t u a l l y  p e r f o r m e d  any 
s u bs ta nt iv e  functions w h i c h  m i g h t  o t h e r wi se  be p e r f o r m e d  by 
the state b o n d  committee. Mr. Staack's p r i n c i p a l  concern, I 
believe, was the degree of control w h i c h  the state g o ve rn me nt  
w o u l d  c ontinue to enjoy if the entity w e r e  e s t a b l i s h e d  as an 
a u t h o r i t y  (with a degree of i n d e p e n d e n c e  gre at er  than that 
n o r m a l l y  a t t a c h i n g  to a state corporation). T h e  law is not 
p a r t i c u l a r l y  clear as to w h e th e r an a u t h o ri ty  is truly mo re  
" i n d e p e n d e n t "  t h a n  a p u b l i c  corporation. R a th er  than m e r e l y  
r e l y i n g  on the designation, the real d i s t i n c t i o n  arises out 
of the duties a n d  powers a ssigned to the e ntity and, of course, 
the nature of the m e mb er sh ip  of the entity's g o v e r n i n g  body. 
M o r e  significant, perhaps is Mr. Ba ldwin's c o n c e r n  that, in 
SB 257, the authority's b oa rd  is r e al ly  given little r e s p o n s i­
bility, w h i l e  the state b o n d  commi t te e' s duties (with respect 
to issuance of the revenue bonds, their payment, r e d e m p t i o n  
and the like) are significant. Mr. Baldwin suggests that 
the legislative c o mmittee c o ns id e r i n g  the le gi sl a t i o n  m i g h t

N a t u r a l  Gas I nd us tr ia l D e v e l o p m e n t  A u t h o r i t y  
(SB 257)

Senator Vic Fischer, C h a i r m a n  
S enate S tate A f fa ir s C o m m it t ee  
Attn: R o b e r t  R o a r k

J o h n  B. C h e n o w e t h  
L e g i s l a t i v e

POUCH Y . STATE CAPITOL 

JUNEAU. ALASKA 99811 

907 '465 ’3800



w a n t  to con si d er  e l i m i n a t i n g  the s e p a r a t e  N a t u r a l  Gas 
I n du st r i a l  D e v e l o p m e n t  Authority, a s s i g n i n g  its r e s p o n s i­
bi l i t i e s  to, say, a c o m m i s s i o n e r  or c o m m i s s i o n  a l r e a d y  
established, leaving che " m e c h a n i c s "  of t r e a t i n g  w i t h  the 
bonds to the state b o n d  committee, a nd d e s c r i b i n g  v e r y  
spe ci fi c limitations on the assets a s s o c i a t e d  w i t h  the gas 
c o n d i t i o n i n g  f a c il it y w h i c h  w o u l d  s e r v e  as the basis for 
guarantees of re pa y m e n t  of the r e v e nu e b o n d s . Bo th  p oi n ts  
r a i s e d  are, to m y  mind, p o l i c y  c o n s i d e r a t i o n s  for the 
co mm it te e to w h i c h  Senator Parr, the b i l l ’s sponsor, m a y  
w i s h  to respond.

In addition, Hr. B a l d w i n  s u g g e s t e d  that language a p p e a r i n g  
in AS 31. 35 .0 10  r e l a t i n g  to the a u t h o r i z a t i o n  for the gas 
c o n d i t i o n i n g  plant be r e d r a f t e d  for p u r po s es  of clarity. I 
concur and suggest:

(a) T h e  state m a y  a c q u i r e  or c o n s tr uc t a gas 
c o n d i t i o n i n g  p lant and any f a c i l i t i e s  a s s o c i a t e d  w i t h  
it, equip the plant, and i n st al l  ad di tions and 
imp r ov em en ts  to the plant and any f ac il i ti es  a s s o c i a t e d  
w i t h  it.

Finally, Mr. Bald wi n u r g e d  r e c o n s i d e r a t i o n  of the p r o v i s i o n s  
of the last se ntence of AS 44.82.091(a), page 4, lines 26 - 29 
s u g g e s t i n g  that the ten p e r c e n t  ra te  ther ei n s p e c if ie d s h o u l d  
be c o n s i d e r e d  an a veraged rate of i n t e r e s t  for the life of 
the bonds. I b e li ev e  the la nguage p r o v i d e d  in the b i l l  does 
as he suggests, but wo u ld  act on any r e c o m m e n d a t i o n  w h i c h  
the c o m m i t t e e  wo ul d choose to make in this regard.

J BCiljb

cc: Sen at o r Charles H. Parr



1. First, we left the language that Anselm Staack had problems the way it was. 
After, conferring with lawyers, who had no problem with it, it was not changed.

2. Added from the original statute was 44.82.100' SUBMISSION OF FINANCIAL AND 
ALASKA IMPACT PLAN. This was the heart of the old statute and I believe the only 
reason it was deleted was because of oversight on Chenoweth and Charlie Parr1 s 
part. It was really the heart of the old bill. Mary Halloran will be at the uv. 
meeting to testify on this part of the bill.

3. Also added back in that was previously .deleted was 44.82.110 which deals with 
Legislative approval. It is much the same as the "petrochemical legislative 
approval" and I see no reason why we would want to give it up. The draft does 
not mention it, but at the end, where it lists the nurrber of sections repealed, 
it has been deleted«,l so it is back in the bill.
•

4. Finally, ye have deleted from this bill, the part on "location of the gas 
conditioning plant" —  That decision previously to be made by the Royalty- 
Advisory Board--is now in the hands of "PRIVATE ENTERPRISE" The Design and 
Development Board (D&D Board) has already spent $90 million dollars on design 
and that decision is no longer up to the state. Therefore we had it deleted. 
Again, questions on this can be answered by Mary Halloran, DNR.



Introduced: 3/9/81
Referred: State Affairs,

Resources and Finance

I N  T HE SENATE BY PARR

SENATE BILL NO. 257 

IN THE LEGISLATURE OF T H E  STATE OF ALASKA 

TWELFTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to natural gas: establishing the

Alaska Natural Gas Industrial Development Authority, 

and authorizing tlu °jthority to issue revenue bonds 

to finance construction of a plan to condition natural 

gas i and repealing the Alaska Gas Pipeline Financing 

Authority."

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

* Section 1. .AS 44.82 is. amended by adding a . n e w  section to read:
W . f X - O / d  o /d  o  tfbcVtf/

Sec. 44.82.011. CREATION OF AUTHORITY. ' T h e r e  is created the

Alaska Natural Gas Industrial Development Authority. The authority is 

a public corporation of the state. It jLs an instrumentality of the

state in the Department of Revenue, but has a legal existence i n d epen­

dent of and separate from the s t a t e . Exercise by the authority of the 

powers conferred by this chapter is an essential governmental function 

of the state.

* Sec. 2. AS 44.82.060 is amended to read:

Sec. 44.82.060. LEGAL COUNSEL. The attorney general is the legal

counsel for the authority (CORPORATION]. He shall advise the authority

[CORPORATION] in legal matters and represent if in legal actions.

* Sec. 3. AS 44.82 is amended by adding new sections to read:

Sec. 44.82.083. BONDS OF THE AUTHORITY. The authority may borrow

money and issue revenue bonds, in one or more series, the interest on 

which is exempt from federal income tax except when held by a s u b s t a n­

tial user or related person as defined in sec. 103 of the Internal



Re v enue Code of 1954 as amended, up to the principal amount authorized 

by AS 37.15.600 including amounts required for fund reserves, cap i­

talized interest, and costs of issuance of the bonds or notes and 

excluding refunding bonds. Bonds of the authority m ay be issued for 

the purpose of purchasing or otherwise acquiring any obligation issued 

with respect to the project in any form which is fixed and certain as 

to terms of repayment and for the establishment of reserves to secure 

or to pay bonds or notes or interest on bonds or notes and all other 

costs of the authority incident to and n e cessary for issuance of bonds 

or notes. The principal and interest on the bond3 are payable from the 

income and receipts or other money derived by the authority with respect 

to the project, except to the extent payable out of money attributable 

to the proceeds of the sale of the bonds or out of income from the 

temporary investment of those proceeds.

Sec. 44.82.085. CONSTRUCTION FUND. (a) There is a special fund 

of the state known as the "gas conditioning plant construction fund" 

into which shall be paid the proceeds of the sale of the bonds (except 

accrued interest paid on them, which shall be paid into the bond r e d e m p­

tion fund) and other money which is legally provided for the same p u r­

poses for which the bonds are authorised. The money in the construction 

fund shall be used to pay the costs of the project and for incidental 

costs, including costs of the authorization, issuance and sale of the 

bonds. To the extent provided in the bond resolution, money in the 

c o n struction fund may also be used for the payment of interest on the 

bonds during the period of actual construction, and for a further 

period, not exceeding one year after the period of construction, us may 

be provided in the bond resolution. Money in the constr.ci.ion fund may 

also be transferred to the bond redemption fund, to the extent provided 

in the bond resolution, to establish a reserve for the payment of the



principal of and interest on the bonds.

(b) The bond resolution m a y  provide for the investment of money 

in the construction fund as the committee may determine. The interest 

earned on or any profits derived from the sale of these investments
. <[ ) ) • ’ • ,T * \  r 'C < nil /  ,  . . .  - r* : v V '. ‘ ' . ■; *  ‘ •

shall be deposited in and become a part of the construction fund.

Sec. 44.82.087. REVENUE FUND. (a) There is a special func^ of 

the (st a t e ^  known as the "gas conditioning plant revenue fund", which 

shall be completely segregated and set apart from all other funds of 

the state, which is a trust fund for the uses and purposes provided in 

this chapter, and into which shall b e paid all revenues, f e e s , cha r ges 

and rentals derived b y the state from the ownership, lease, use, and

operation of the gas conditioning plant and all of the facilities and

improvements used in connection with it. These revenues, charges, 

fees, and rentals may not include the proceeds of a state tax or license. 

The money in the revenue fund shall only be used for the purpose of

(1) paying or securing the payment of the principal of and

interest on the bonds and any other revenue bonds issued by a u thoriza­

tion of the legislature to provide funds to acquire, equip, construct, 

and install additions and improvements to the gas conditioning plant 

and payable out of the revenue fund;

(2) paying the costs of renewals, replacements, and ex t r a­

ordinary repairs to the gas conditioning plant and its improvements and 

facilities ;

(3) redeeming before their fixed maturities any and all 

revenue bonds issued for the purpof w  of the gas conditioning plant} 

and

(4) providing money to acquire, construct, and install 

necessary additions and improvements to the gas conditioning plant.

(b) The investment of money in the revenue fund may be made as
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the committee may determine. The interest earned on or any profits 

derived from the sale of these investments shall be deposited in and 

b ecome a part of the revenue fund.

Sec. 44.82.089. R E D EMPTION FUND. There is a special fund of the

fu n d " . which is a trust fund for paying and securing the payment of the 

principal of and interest and redemption premium, if any, on the bonds 

and which shall be at all times completely segregated and set apart 

from all other funds of the state. The committee, on behalf of the 

state, shall obligate and bind the state to set aside and pay into the 

bond redemption fund any part or parts of, or all of, or a fixed p r o p o r­

tion of, or a fixed amount of the money in the revenue fund sufficient 

to pay the principal of and interest and redemption premium, if any, on 

the bonds as the payments become due and, if it considers it necessary, 

to set aside and maintain reserves for this purpose. The bond r e d e m p­

tion fund s h a 1 ! be drawn upon for the purpose of paying the principal 

of and interest and redemption premium, if any, on. the bonds, and the 

bonds do not constitute a general obligation of the state.

Sec. 44.82.091. BOND TERMS, (a) The bonds shall be sold in the 

amounts or series and at the time or times determined by the committee. 

Before selling a series of bonds, the committee shall give notice 

-*nviting sealed bids in the manner it may prescribe. If satisfactory 

ids are received, the bonds offered for sale shall be awarded to the

* :he committee determines that the bids

bidders, it may reject all bids received. The bonds, or each series of 

them, shall be sold at such a price that the effective interest rate 

over the life of the bonds does not exceed 10 percent a year. Interest 

shall be payable annually or semiannually.

the "gas conditioning plant revenue bond redemption

to price or responsibility of the



(b) The bonds shall mature at the time or times fixed by the 

committee. The bonds m a y  be subject to redemption before their fixed

maturities as determined by the committee and with the premium or p r e­

miums fixed by the committee, but a bond may not be subject to r e­

in denominations determined by the committeei may be issued in coupon 

form or in fully registered form, and m ay be registrable as to principal 

or both principal and interest, all under the regulations and conditions 

the committee provides. bonds shall be payable as to principal and

interest at a place or places determined by the committee; shall be 

signed on behalf of the state by the g o v e r n o r ; and shall be attested by 

the lieutenant governo: Both of the signatures may be facsimile s i g­

natures, and the bonds shall have the seal of the state impressed, 

printed, or lithographed on them. Each of the interest coupons attached 

to the bonds shall be signed by the facsimile signatures of the governor 

and lieutenant governor. The bonds shall be issued under and subject 

to the terms, conditions, and covenants providing for payment of the 

principal of them and interest on them and other terms, conditions, 

covenunts, and protective features safeguarding the payment that relate 

to the maintenance, operation, and improvement of the gas conditioning 

plant and that are found necessary by the committee. The covenants may 

include a provision requiring the setting aside and maintenance of 

reserves to secure the payment of principal of und interest on the 

b o n d s .

(c) If found reasonably necessary, the committee may select a 

trustee or trustees for the holders of the bonds or any series of them, 

for the safeguarding and disbursement of money in a fund created by 

AS 44.82.085 - 44.82.089, or for duties relating to authentication,

demption before its fixed maturity date unless the right to redeem that 

bond is expressly mentioned on the face of the bond. The bonds may be

T

- 5 - SB 2 5 7



delivery, and r e g istration of the bonds as determined by the committee. 

The committee shall fix the powers and duties of the trustee or trustees

(d) In its determination of matters relating to the issuance and 

sale of the bonds and the fixing of the maturities, terms, conditions, 

and covenants of them as provided in (a), (b) and (c) of this section, 

the decisions of the committee shall be those found to be reasonably 

necessary for the best interests of the state and its inhabitants, and 

those which will accomplish the most advantageous sale of the bonds, 

with due regard to necessary or normal costs of renewals and replace­

ments of and repairs to the gas conditioning plant and to improvements 

to it, the facilities which are owned, used, operated, or leased in 

connection with it, and the future growth and expansion of the gas 

conditioning plant and all of its facilities. These decisions of the 

committee, as expressed in a bond resolution, are final and conclusive 

when bonds have been issued in accordance with the bond resolution.

(e) A bond resolution may provide thut the bonds issued shall

contain a recital that they are issued under this chapter, and bonds

containing this recital shall be conclusively considered to be valid 

and to have been issued in conformity with this chapter.

(f) The validity of the authorization and issuance of bonds is 

not affected by proceedings for the acquisition or construction of the 

improvement: of facilities for which the bonds have been issued, or by 

any contracts in connection with the acquisition or construction.

Sec. 44,82.093. ROND RESOLUTION. The committee shall adopt the 

bond resolution and prepare all other documents necessary for the

issuance, sale, and delivery of the bonds or any part or series of

them. The bond resolution shall fix the principal amount, denomination, 

date, maturities, place or places of payment, rights of redemption, if 

any, terms, form, conditions, and covenants of the bonds or each series
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of them. The committee shall also determine and provide for the late 

and manner of sale of the bonds, and shall provide whether the notice 

of sale is to be published elsewhere in addition to the publication r e­

quired by AS 44.82.091.

Sec. 44.82.095. ENFORCEMENT BY HOLDER. The holder of bonds or 

the trustee for the holders of the bonds or any series of them may by 

appropriate proceedings in the courts of record of the state, require 

and compel the transfer, setting aside, and payment of money and the 

enforcement of all of the terms, conditions, and covenants as required 

and provided in this chapter and in the bond resolution.

Sec. 44.82,097. AMOUNT’S REQUIRED FOR PAYMENTS. The committee 

shall, before December 31 of each year, beginning with the year in 

which che bonds are issued, certify to the commissioners of revenue and 

natural resources the amounts required in the next calendar year by the 

bond resolution or resolutions to be paid out of the revenue fund into 

the bond redemption fund and to be paid into and maintained in any 

reserve fund or account or any other fund or account created by the 

bond resolution or resolutions, and shall also certify to the c o m m i s­

sioners the last date or dates upon whicli payments may be made.

Sec. 44.82.099. BOND NEGOTIABILITY. The bonds and the coupons 

attached to them are fully negotiable instruments under the laws of the 

s t a t e .

Sec. 44.82.101. LIMITATION ON ISSUANCE OF BONDS. Bonds may not 

be authorized or sold under this chapter until a site determined under 

AS 31,35.010 - 31.35.040 has been approved by the legislature by law.

Sec. 44.82.103. REFUNDING. (a) The bonds or any part of them 

may be refunded at or before their maturity by the issuance of refunding 

revenue bonds of the state if, in the opinion of the committee, r e f u n d­

ing is advantageous to and in the best interests of the state and its
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i n h a b i t a n t s .

(b) The issuance of refunding bonds need not be authorized by the 

legislature, and the committee is authorized and directed to adopt the 

re s olution or resolutions and prepare all other documents and “pr o­

ceedings necessary for the issuance, exchange or sale, and delivery of 

the bonds. The provisions of this chapter applicable to revenue bonds 

apply to refunding bonds and to the issuance, sale, or exchange of 

them, except as otherwise provided in this section.

(c) Refunding bonds may be issued in a principal amount sufficient 

to provide funds for the payment of all bonds to be refunded b y  them, 

and, in addition, for the payment of all expenses incident to the c a l l­

ing, retiring, or paying of the outstanding bonds, and the issuance of 

the refunding bonds. These expenses include the difference in amount 

between the par value of the refunding bonds and any amount less than 

par for which the refunding bonds are sold, any amount necessary to be 

made available for the payment of interest upon the refunding bonds 

from the date of sale of them to the date of payment of the bonds to lie 

refunded or to the date upon which the bonds to be refunded will be 

paid pursuant to the call of them or agreement with the holders of 

them, and the premium, if any, necessary to be paid in order to call or 

retire the outstanding bonds and the interest accruing on them to the 

date of the call or retirement.

* Sec. 4. AS 44.82.160 is repealed and reenacted to read:

Sec. 44.82.160. BONDS AS LEGAL INVESTMENTS. The bonds are legal 

investments for all banks, trust companies, savings banks, savings und 

loan associations and ots er persons carrying on a banking business, all 

insurance companies and other persons carrying on an insurance business, 

and all executors, administrators, trustees, and other fiduciaries.

The bonds may be accepted as security for deposits of all funds of the
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state and its political subdivisions.

Sec. 5. AS 44.82 is amended by adding a n ew section to read:

Sec. 44.82.195. STATUTORY CONSTRUCTION. The provisions of this 

chapter shall be liberally construed to carry out the purposes for 

wh i c h  they were enacted, and all existing laws in conflict with any of 

these sections are superseded insofar as necessary to accomplish the 

purposes of and carry out the provisions of these sections.

.Sec. 6. AS 44.82.200(1) is repealed and reenacted to read:

(1) "authority" means the Alaska Natural Gas Industrial 

Development Authority, established under this chapter;

Sec. 7. AS 44.82.200(2) is repealed and reenacted to read:

(2) "bonds" means the gas conditioning plant revenue bonds 

authorized by this chapter;

Sec. 8. AS 44.82.200(4) is repealed and reenacted to read:

(4) "project" means the acquisition, equipping, construction, 

and installation of additions and improvements to a gas conditioning 

plant and related facilities;

Sec. 9. AS 44.82.200 is amended by adding new paragraphs to read:

(9) "bond redemption fund" means the gas conditioning plant 

revenue bond redemption fund created by AS 44.82.089, including any 

accounts which are created in that fund after the effective date of 

this Act;

(10) "bond resolution" means the resolution or resolutions 

authorizing the issuance of bonds, adopted by the committee under 

AS 44.82.093;

(11) "committee", means the state bond committee created by 

AS 37.15.110, or any other committee, body, department, or officer of 

the state which or who succeeds to the rights, powers, duties, and 

obligations of the state bond committee by Act of the legislature;
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(12) "construction fund" means the gas conditioning plant 

c onstruction fund created by AS 44.82.085;

(13) "gas conditioning plant" or "plant" means the facility 

designed to remove water, carbon dioxide, gas liquids, and other b y­

products and impurities from the natural gas produced from the Prudhoe 

Bay oil and gas production unit and other oil and gas p r o d uction units 

or wells, if any, in the vicinity of Prudhoe Bay; and

(14) "revenue fund" means the gas conditioning plant revenue 

fund created by AS 44.82.087.

* Sec. 10. AS 37.15 is amended by adding a new section to read:

ARTICLE 4. NATURAL GAS CONDITIONING PLANT REVENUE BONDS.

Sec. 37.15.600. BOND AUTHORIZATION. The issuance and sale of

revenue bonds of the state in the total principal sum of not more than 

$2,000,000,000 are authorized to provide money to acquire, construct, 

equip, and install additions and improvements to the gas conditioning 

plant authorized in AS 31.35.010. The principal of and interest on 

these bonds shall be paid out of and secured by the gross revenues 

derived by the state from the ownership, lease, use, and operation of 

the gas conditioning plant, and of all the facilities associated with

it and out of other revenues or money which the state legislature may

provide (except for a state tax or license).

* Sec. 11. AS 31. is amended by adding a new chapter to read:

CHAPTER 35. NATURAL GAS CONDITIONING PLANT.

Sec. 31.35.010. GAS CONDITIONING PLANT. (a) The state is autho­

rized to acquire, construct, equip, and install additions and i m p r o v e­

ments to the gas conditioning plant and any facilities associated with 

it.

(b) The commissioner of transportation and public facilities has thi 

r e s p o n s i b ility to design and construct the plant and improvements to \ t .
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location

Royalty  ̂ Qil and Gas Development Advisory Boar

CONDITIONING PLANT

Sec. 31.35.020. LOCATION OF GAS CONDITIONING PLANT. The 

of the gas conditioning plant shall be determined, after public hear 

i n g s , by the Alaska 

(AS 38.06).

Sec. 31.35.030. LEASE AND O P ERATION OF GAS 

After the bonds authorized under AS 37.15.600 lyi'ie beefi sold, the 

commissioner .qf na t u r al r esources shall please fcHe gas conditioning 

plant, by competitive bid, to a qualified operator. Bids may be on the 

basis of a percentage of revenue produced by the plant or a fixed 

annual rental payment, as determined by thej^Tommlssioner of 

r e s o u r c e ^  The minimum acceptable bid must be sufficient to pay the 

debt service on the bonds issued under this chapter and to provide the 

state with a reasonable return on its investment.

Sec. 31.35.040. DEFINITION. In this chapter, "gas conditioning

plant" or "plant" means the facility designed to remove water, carbon 

dioxide, gas liquids, and other by-products and impurities from the 

natural gas produced from the Prudhoe Bay oil and gas production unit 

and other oil and gas production units or wells, if any, in the vicinity 

of Prudhoe Bay to be constructed by the Alaska Natural Gas Industrial 

Development Authority under AS 44.82.

* Sec. 12. AS 39.25.110(21) is repealed and reenacted to read:

(21) employees of the Alaska Natural Gas Industrial D e v e l o p­

ment Authority;

* Sec. 13. The following laws are repealed: AS 44.82.090, 44.82.100,

44.82.110, 44.82.170, 44.82.200(3) and (5) - (8); and sec. 1, ch. 90,

SLA 1978.
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