


Transcript of testimony 
Pertaining to HB 258 

February 8, 1984 
House Committee on Resources 

(Excerpted)

Tape No. 14'
Recording
Number Rep. Goll:

This 50% - it doesn't say it here, but we've talked 
about the permanent fund on a number of occasions - 
are you saying the other 50% would logically go to 
the permanent fund?

Rep. Bussell:
Oh, it has to - has to by law - by constitution. 

Rep. Goll:
Oh, I sec. [General Discussion]

And then you're say here that this review of the 50% 
would mean if it were determined that the policy of 
the state dictated that we should put 70% into the 
permanent fund - is that the -

Rep. Adams:
No

Rep. Goll:
Then what is the review of this percentage?

Rep. Adams:
The review is every five years - that's stated in 
the bill. And the amendment that was made is going 
from five to two years - that was the statement I 
made.

Rep. Goll:
Yes, T understand that. What I was trying to under­
stand was the purpose of any adjustment of that 50%. 
My understanding had been that 50% goes into the 
Permanent Fund. The reason I asked whether that was 
the case was because when we speak of a 
re-adjustment, that implies flexibility, so I assume 
we cannot adjust that percentage up, because 50% 
must go into the Permanent Fund.

Rep. Adams:
No,it was no intention of adjusting the Permanent 
Fund any more than 50%.

Number 0898 Rep. Goll:



Rep. Goll:
What is meant by "a review of the percentage", then? 

Rep. Adams:
It could be the percentage that goes to the impact 
areas.

Rep. Ringstad:
So then, what you're saying is that of the percent 
that doesn't go to the Permanent Fund, we could send 
10% to the impact areas and 40% to the general fund, 
or 40% to the impact areas and 10% to the general 
fund, either way.

Rep. Adams:
Yeah, because a portion of that, you know, 50% of 
that actually goes to the Permanent Fund. The other 
half is split between the general fund and the 
impact areas, then you've got to look at that 
percentage -

Rep. Ringstad:
We appropriate out which ever amount works out to X 
percent.

Rep. Adams:
That's all they're asking you to do - is review the 
percentage of that - how it's broken down. Perhaps 
in the future they might change the law here, 
instead of 50% of the royalties going in there, they 
might change it - you might have to look at that 
percentage area again.

Rep. Goll:
Oh, so you're saying then that this, for example, 
would respond to changes in Federal Law regarding 
the dedication of those funds that are going -

Rep. Adams:
Either Federal or State law.

Rep. Goii:
I see. Thank you. Well, excuse me, I guess what I'm 
not understanding is this: The statement was made
earlier by the Department of Law that these are 
funds which are coming from the Federal government 
with restrictions, that these are, in a manner of 
speaking, dedicated funds that we're receiving. So, 
it's hard for me to understand any other 
circumstance other than a change in the Federal 
statutes that would permit us to reduce the 
percentage going to the subdivisions that are 
impacted. In other words, you've answered the 
Permanent Fund question - wc can't adjust this up -



the only thing we can do is adjust it down, or split 
it up. And if we're splitting it up, that's not 
mentioned in the bill. It only says the amount that 
goes to the subdivisions. I guess it is implied 
that if a lower amount goes to the subdivision, the 
remainder would go to the general fund. But, does, 
in fact, the Federal law permit us to do that? My 
impression from the previous witness was that it 
does not. And if that's the case, then this only 
responds to changes in Federal law, in which case I 
do understand. But if there are other circumstances 
I've yet to hear what they are. And I would 
appreciate understanding that.

Tom Koester, Department of Law:
My understanding of the way this bill is intended to 
work is that if we get 100% of the Federal revenues, 
50% automatically go into the Permanent fund.
The remaining 50% go into this fund. Half of that 
then, it is intended, would go to impacted political 
subdivisions, so, in effect, one-quarter of the 
Federal receipts would go to the impacted political 
subdivisions. The remaining one-quarter would be in 
this fund, subject to appropriation by the 
Legislature, for the purposes set out in the Federal 
law. The Federal law purposes are the same ones 
that appear here in subsection (d) and in subsection
(e). Those purposes for which these funds can be 
spent are the ones specified in federal law. So, 
under subsection (o) the one-quarter of the federal 
receipts subject to appropriation by the Legislature 
can be used for planning, construction, maintenance, 
operation of essential public facilities and other 
necessary public services. The intended one-quarter 
of the federal receipts going to impacted political 
subdivisions con then be spent by those political 
subdivisions under subsection (e) for planning, 
construction, maintenance, operation of essential 
public facilities by the subdivisions and other 
necessary public services provided ty the subdiv­
isions. So, taking 100% of the Federal receipts, 
half of those go to the Permanent Fund, and it is 
the intent of this bill that one-quarter of them go 
to political subdivisions, and one-quarter remain in 
this fund, subject to appropriation by the 
Legislature, for these purposes. Is that the 
understanding of the sponsor.

Uep. Adams:
Yes.

Rep. Goll
I'm going to take one more minute of the committee's 
time on this, and then deal with it privately if I



can't get this understood. It says here that 50% of 
the amount received from the Federal government 
under the Federal Act, and I assume the Federal Act 
is this Federal Act - this Federal Act doesn't say 
anything about the Permanent Fund - this Federal Act 
simply provides money to the State of Alaska. The 
State of Alaska, according to this bill, is going to 
take 50% of that money and use them for this purpose 
so I don't see any 25% in here, at all. 1 see 50% 
to the Permanent Fund, and 50% appropriated or 
recommended by this bill. Now, if you'd help me be 
corrected, that would be a big help, if I'm wrong 
here. I mean, I don't see any 25% here at all. I 
only see 50%, and I see 50% of the money that comes 
from the Federal government.

Mr. Koester:
Mr. Chairman, if I might, I believe, if I accurately 
stated the sponsor's intent, to the extent that the 
bill is drafted, might not completely reflect that 
to everyone's satisfaction, that a technical amend­
ment to reach that result would be relatively easy 
to draft, and I would be happy to do that, and after 
running it by the sponsor, to be sure that he agrees 
with it, submit it to the committee for its 
consideration.

Rep. Ringstad:
I think Peter's question at this point is how does 
50% get to the Permanent Fund. Is that what you're 
getting at?

Rep. Goll:
Let me say it once for the benefit of the chair, and 
as I say, I'm no expert in this matter, it's just my 
reading of the phrase doesn't correspond at all to 
the statement that was just made by the attorney 
general. It says here that, on line 3, that, the, 
uh 2 and 3, that the amount appropriated for payment 
to the subdivisions equals 50% of the amount 
received from the Federal government. Now that 
should be perfectly clear. There's no 25% here, at 
all. It says 50% will be paid to the subdivisions.
I assume, from my question to Mr. Adams, that the 
other 50%, I understand, is automatically 
appropriated or required to be approriated to the 
Permanent Fund. That's what this says to me. Now, 
if there's a further subdivision, it's not in this 
bill. I don't know what the intent of the sponsor 
is on that. My understanding was that this whcle 
amount, this whole 50% that didn't go into the 
Permanent Fund, goes into your fund here. I didn't 
know there was 25% going into the fund and another 
25% going into the General fund - that's not stated



in here.

Rep. Adams:
I'd like the commissioner to respond to that, under 
leases and royalty oil sales.

Commissioner Heath:
Well, it's my understanding that we're "alking about 
two different numbers here. It's a 25% number 
viewed in one direction, and a 50% number viewed 
from another direction. You start out with 100%, 
the amount of the lease sales -

Rep. Goll:
No. We start out with the money that's coming to 
the state from :he Federal government, whatever that

Commissioner Heath:
That's my point. It depends how on how you get to 
25%. If you start with 100% of the money received 
by the Federal government, they then give us 50%. 
Half of that 50%, or 25%, goes to the permanent 
fund. The other half would go to this fund.

Rep. Goll:
That's not what this bill says.

Rep. Ringstad:
What requires half to go to the Permanent Fund? 
[General discussion]

Rep. Ringstad:
Now you start out with 100% of the money. The 
Federal government takes half of it, right? So, 
the State of Alaska gets 50%. Now, we're saying 
half of that goes to the Permanent Fund. What 
requires half to go to the Permanent Fund?

Commissioner Heath:
Mr. Chairman, I believe that's the Constitution. 

Rep. Ringstad:
So, at that point, that's where we get the 25%, 
correct?

Commissioner Heath:
Yes, sir.

Rep. Ringstad:
So, what we're dealing with is 25% of the total 
amount, and then you break it down further from 
that to partial - part of that 25% goes to this.

is.



Commissioner Heath:
No, Mr. Chairman, all of that 25% goes to this. 
[General discussion]

Rep. Adams
The confusing part is - here's the way, ok, let's 
assume we had $63 million, like I said earlier, 
half of that would go to the Federal government., 
half would go to the State of Alaska, which is 
$33 million. Now we've got the $33.4 million for 
the State of Alaska here. 50% of that would go 
into the Permanent Fund, which is $16.7 million 
now you set up your reserve fund, which you put in 
16.7, but only 50% of that 16 (million) would be 
spent on impact communities, which is a quarcei 
like, of the amount the attorney general has stated 
here.

Rep. Ringstad:
So, you're saying 8 goes to the impacted area.

Rep. Adams:
Yeah. But, if my friend from Haines wanted to put 
all the 50% of the royalty, I mean into this reserve 
fund, I'll be happy to go with you, but I'm going to 
have to -

Rep. Ringstad:
Rep. Adams, just on your numbers, you start out with 
64 for the total sale, correct?

Rep. Adams:
I was using the example, like the two sales, there 
was two sales...$67 million was the total.

Rep. Ringstad:
Let me run it out. You start with a total sale of 
64. Half goes to the feds, so the state gets 32. 
Half of that goes to the Permanent Fund, which 
leaves 16. 16 goes to this specific impact fund.
Ok. Of the 16 that goes into the impact fund, half 
goes to the local areas. So you're saying 8 goes to 
the local areas. So you're going one step further 
in saying l/8th of the total sale, or 1/4 of the 
State's total income from the sale.

Rep. Goll:
Mr. Chairman, I'm sorry, I may not be right on some 
parts of this, but I'm afraid there are a couple of 
errors in what you just said. The 50% figure is not 
correct, and let me try to start this from another 
perspective. First of all, the constitution does 
not require that 25% of the money taken by the 
Federal government goes into the Permanent Fund. The



Constitution states that 25% of the money that comes 
from the Federal government to the State goes into 
the Permanent Fund. Before I go any further, is 
that clear? 25% of the revenues deriving to the 
State from the Feds goes into the Permanent Fund, 
not 25% of 64. 25% of 32. So that's the first
error in this whole discussion. Okay?

Rep. Ringstad:
So, we're saying, we're receiving 32.

Rep. Goll:
We're starting out wii.h 32, and then 2 4 - 8  goes 
into the Permanent Fund, 24 is to he discussed, ok:

Mr. Koester:
Mr. Chairman, if T may. The Constitution requires 
that a minimum of 25% go in the Permanent Fund. As 
a result of a statute passed, I believe in eitner 
1980 or 1981, the Legislature has mandated by 
statute, that rather than the bare minimum required 
by the constitution, 50% would go into the Permanent 
Fund, so it's now a statutory directive that 50% 
go into the - -

Rep. Goll:
Good. Let's stop there.

Rep. kangstad:
Okay, yeah. 50% of what we receive from Federal 
lease - - it's not just the Constitution, it's a 
combination of Constitution and statutes.
[General discussion]

Rep. Goll:
We are really on track now. Now let me say to my 
friend from Kotzebue, yes, that was my intention, 
that the other 50% go into this funa. Now, we then 
have 64 dollars going to the Feds, 32 dollars going 
to the state, 16 dollars going to the permanent fund 
and 16 dollars left. Now, what this bill does, 
based only on my reading of it, and not the intent, 
is that the amount appropriated for payment to the 
subdivisions equal 50% of the amount received from 
the federal government. Now that should be pretty 
clear. Half of it goes into the Permanent Fund, 
half of it goes into this account. I'm not 
objecting to that, I'm just trying to make sure 
that we all understand the same thing.

Rep. Ringstad:
Are you reading that on line 2 & 3?

Rep. Goll:



Rep. Ringstad:
I think, Rep. Adams, being our finance wizard, now 
the way the language reads, it says the intent of 
the Legislature is to - the amount appropriated 
for payment to the subdivisions equals 50%. The 
amount appropriated is the amount we put out of 
that fund, not the amount going in. So if 8 million 
goes into that fund, or if 16 million goes into the 
fund, what this is saying the intent is that - - 
we're going to appropriate 16 million dollars, and 
half of that. 50% should be appropriated to the 
local funds.

Rep. Adams:
That's correct. We're going to put $16 million 
into the fund

Rep. Ringstad:
I think the verbiage is we're going to appropriate 
iu there.

Rep. Goll:
Wo, the error is on line 3. Instead of saying 
"received from the Federal government", it should 
say, "placed into the fund". Then 50 - am I 
incorrect? - then 50% of the money that goes into 
the fund goes to the local communities. So, that's 
what I've been leading up to, here, and I'm done.
That the words "received from the Federal government" 
is incorrect.

Rep. Ringstad:
Rep. Adams, do you feel he is correct, that we need 
to change that, is that what you're saying Rep. Goll 
that - -

Rep. Goll:
I'm saying that if your intent is that 50% of the 
money which goes into fund be appropriated to these 
impact - -

Rep. Ringstad:
As opposed to 50% of the money received from the 
Federal government.

Rep. Goll:
Which would be 100% of the money which goes into the 
fund. So it's a policy choice.

Rep. Ringstad:
So, it should be 50% of the money placed into the 
fund.



Rep. Adams: 
That's correct

Rep. Goll: 
Thank you, sir
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PROPOSED HOUSE RESOURCES COMMITTEE 
LETTER OF INTENT TO ACCOMPANY 

HOUSE BILL 298

It is the intent of the legislature that the Department of Revenue rely on 
the following analysis of House Bill 298 and P.L. 96-514, Title 1, Sec. 100 
when administering this Act. In particular, it is the intent of the legis­
lature that the Department determine if a subdivision is "most directly or 
severely impacted" by oil and gas development in the National Petroleum 
Reserve-Alaska for purposes of Sec. 2(c) of this Act in a manner consistent 
with the analysis of such impacted communities provided in this letter of 
intent.

HB 298 implements the revenue sharing provisions of P.L. 96-514, Title 1, 
Sec. 100 (1380) dealing with the Interior Department's oil and gas leasing 
program in the National Petroleum Reserve-Alaska. This leasing and revenue 
sharing program was part of the Interior Department Appropriations Act of 
1981.

HB 298 establishes a state program which carries out the legislative intent 
of the federal act, which states as follows:

"That 50 per centum thereof (rentals, bonuses, royalties, etc.) shall 
be paid by the Secretary of the Treasury... to the State of Alaska for
(a) planning; (b) construction, maintenance, and operation of public 
facilities; and (c) other necessary provisions of public service. 

PROVIDED FURTHER, that in the allocation of such funds, the State 
shall give priority to use by subdivisions of the state most directly 
or sevcrly impacted by development of oil and gas leased under this 
section." 42 U.S.C. Sec. 6508

The purpose of this provision is to provide a source of funds for dealing 
with impacts related to the NPR-A oil and gas leasing program. The 
provision states that the funds are to be used for "planning," for 

"construction," and "operation of public facilities" and for "other 

necessary" public services. The purpose was also to allocate these funds 
to communities where the impacts are "most directly or severly" felt. The 
provision requires the state to give "priority" to subdivisions "most 

directly or sevcrly impacted" by the NPR-A leasing program in "the 
allocation of such funds." This will rule out the possibility of a 
statewide revenue sharing program or even one designed to ameliorate oil 
and gas development impacts in general. The purpose is restricted by 
federal law to communities suffering the effects of the NPR-A leasing 

program.



The federal provision does not expressly define further than this which 
communities could qualify for impact funds. Certainly the North Slope 
Borough would qualify since the program affects the Borough in the most 
"direct" way possible, being entirely inside of it. This is consistent 
with the statutory predecessor to the federal revenue sharing provision. 
P.L. 94-258 (i-976) which transferred jurisdiction over the NPR-A from the 
Navy to the Interior Department authorized the Secretary to assist impacted 
communities "located on or near the reserve as a direct result of the ex­
ploration and study activities, Sec. 107.

The language in the 1980 act allows the state more leeway in allocating 
funds to local communities than the 1976 act, nonetheless, the intention is 
to abide by the limitation that funij^ be allocated to communities "most 
severly or directly impacced." /^ETiTe "tliis would exclude slow, impercep­
tible or other non-severe or direct growth related impacts in areas outside 
of the Borough, it: would not: exclude impacts anticipated to be severe and 
direct such as those related to development, production and transportation 
of commercial quantities of oil and gas. Thus, for example, a firm making 
a major discovery of oil in NPR-A might need to significantly expand its 
base of operations in Anchorage, including office construction, placing an 
acute, possibly severe impact on that community. Major pipelines could 
also result in impacts crossing the Borough's boundaries,^ This bill should 
be implemented with the degree of flexibility necessary'^) cover such even­
tualities, but restrained by the purpose of the federal provision.

This approach would also be consistent with similar interpretations of the 
courts of federal law and federal programs. The U.S. Supreme Court re­
cently interpreted the Coastal Zone Management Act's "directly affecting" 
language in the SECRETARY OF THE INTERIOR V. CALIFORNIA. The court found 
that for an affect to be direct there had to be a significant, physical 
alteration of an area, in this case, California's coastal zone. When 
Congress adopted the Coastal Energy Impact Program (16 U.S.C. 1456 (a)) it 
limited loans and grants to coastal states and local governments actually 

in the coastal zone.- Also Senator Stevens' OCS revenue sharing bi'.'l S. 800 
would qualify only coastal local governments to receive OCS reve’ ■; sharing 
funds. Thus, in other similar situations both Congress and the courts 
narrowly relate direct effects on a geographic basis, providing a sound 

factual underpinning to federal revenue sharing for adverse effects of 
specific federal programs.



-
%

•/

STATE OF ALASKA
FISCAL NOTE Revision Date ’?/3i 1983

I. REQUEST
Bill/Resolution No: HB 298_________
Title: National Petroleum Reserve
Alaska Special Revenue Fund_________

Sponsor:__Adams__________________________
Requestor:H Resources and Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 . Fi:.-. AL DETAIL
Agency Affected: Revenue
Program Category Affected:. 
Collection and Management

Revenue

BRU, Program of Subprogram(s) Affected: 
Treasury Management_____________________

1 1 FY 83 1 FY 84 1 FY 85 1 FY 86 1 FY 87 1 FY 88

1 OPERATING 1 1 1 1 1 1
| 100 PERSONAL SERVICES ] - 1 - 1 - 1 - 1 " 1
| 200 TRAVEL i - 1 1 - 1 1 - 1 "
| 300 CONTRACTUAL j - 1 1 - 1 ~ 1 1
| 400 COMMODITIES i - 1 1 - 1 1 1 -
| 500 EQUIPMENT | - I 1 - 1 1 " 1 "
| 600 LANDS & STRUCTURES | — 1 1 - 1 1 1
| 700 GRANTS, CLAIMS. ETC. j 

1 1

““ 1
1

1
1

1 - 
1

1 " 
1

1 “ 
1

1 TOTAL OPERATING 1 - 1 INDETERMINATE - 1 " 1

1 CAPITAL 1 1 " 1 - 1 ^ 1 1

I REVENUE 1 

FUNDING: (Thousands of Dollars)

- 1 - 1 " 1 - 1 - 1

| GENERAL FUND
I FEDERAL FUNDS
j OTHER (Specify Source)

POSITIONS:

| FULL-TIME 
j PART-TIME 
j TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate pane for any Analysis.

Phone: 465-2350

Division: Treasury / Date: 12/01/83

Approved by Commissioner:
I v y /

Date: /  / 9  / W
Department: Revenue

Distribution:

Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills) 
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor)



Bret:

Perhaps the following language might be a good starting point for 
defining ''impacted subdivisions" in CS HB 298.

In Sec. 2(c) of this Act "subdivisions of the state that are 
most directly or severely impacted" means cities or unincorporated 
communities within the National Petroleum Reserve in Alaska where

economics,population, housing, public services  have been substantially
enlarged 6'rodisrihpfcad fr.om i.oiil'lapd 'gas./leasing activities J..

Dick Folta 
2450



Official Business

Alaska i*ate legislature
House of Representatives

A1 Adams
Chairman 

Committee on Finance

April 6, 1983

WHILE IN SESSION 
Pouch V 

State Capitol 
Juneau, Alaska 99811 

(907) 465-3706
OUT OF SESSION 
P.O. Box 333 

Kotzebue, Alaska 99752 
(907) 442-3320
1024 W. 6th 

Anchorage, Alaska 99501 
(907) 274-0615

MEMORANDUM

TO: Representative John Ringstad, Co-Chairman 
Representative Dick Shultz, Co-Chairman 
House Resources Committee

FROM: Representative Al Adams

SUBJECT: House Bill 298 - Establishing a National Petroleum 
Reserve, Alaska, Special Revenue Fund

HB 298 is pending in House Resources. I would appreciate 
the committee's consideration of the legislation at the 
earliest possible date*

In 1980, Congress approved Public Law 96-514 which contained 
language requiring that 50% of the royalties received from 
oil and gas leases in the National Petroleum Reserve - 
Alaska shall be paid to the State of Alaska. Part of that 
stipulation also provided that the priority use of these 
funds would be by the subdivisions of the state that were 
most directly impacted by the development of oil and gas 
leases in the NPR-A. I have introduced HB 298 to establish 
the special revenue fund into which these monies will be 
deposited. It is in this manner that I believe we can best 
assure the state's compliance with the intent of the federal 
Act. You may recall that last session, a comparable piece 
of legislation passed both houses of the Legislature but 
was vetoed by the Governor. I have attached a copy of the 
Attorney General's letter in which he advised the Legislature 
of necessary changes in order to comply with constitutional 
and statutory requirements. I believe you will find that 
HB 298 satisfies the concerns raised by the past Administration.

For the committee's further review, I have attached copies 
of letters and testimony concerning the federal legislation, 
as well as comments offered by the Mayor of the North Slope 
Borough. Should you like any additional information, please 
let me know.



Establishing a National Petroleum Reserve, Alaska
Special Revenue Fund

HOUSE BILL 298

Section 1. FINDINGS.

(1) The U.S Congress provided by law (P.L. 96-514) 
that Alaska shall receive 50% of the royalties derived 
from competitive oil and gas leases in the NPRA:

(2) Nearly all of NPRA NPR-A liis within the boudaries 
of the North Slope Eorough; and

(3) Because of the nature of the congressional 
appropriation, this bill establishes a fund to comply 
with the federal Act's provisions.

Section 2. NATIONAL PETROLEUM RESERVE, ALASKA, SPECIAL 
REVENUE FUND.

(a) Establishes the NPRA Special Revenue Fund 
consisting of money received from the federal government 
under P.L. 96-514.

(b) The fund shall be managed by the Commissioner 
of Revenue.

(c) The commissioner is directed to pay the funds, 
as appropriated by the legislature, to the subdivisions 
most severely impacted by oil and gas leases. It is the 
intent of the legislature that 50% of the revenues received 
from the federal government under this las shall be 
appropriated for this purpose. The percent of funds for 
this purpose shall be reviewed by the legislature every 
five years.

(d) The remaining 50% shall be used by the state, 
as appropriated by the legislature, for planning, 
construction, maintenance and operation of essential 
public facilities, and other necessary public services.

(e) The subdivisions receiving funds m a y  only use 
them for purposes that are in conjunction with development 
of NPRA and with competitive oil and. gas leasing program. 
These shall also include planning, construction, maintenance 
and operation of essential public facilities and other 
necessai^ public services.

Section 3. Immediate effective date.
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:0: Mayor Eben Hopson
North Slope Borough

Edward Hopson 
President
Arctic Slope Regional Corporation

FROM: G. William Frick̂ ,

RE: Summary of NPR-A Meeting

This memorandum will summarize the meeting held with.• 
representatives of the Arctic Slope Regional Corporation, North 
Slope Borough and others in Anchorage on December 7, 1979. The 
persons who attended the meeting are on the attached list.

A. Arctic Gas Pipeline

The first item of discussion was a presentation by Jack 
Bachman (907--27«j~2900) , the Alaska representative of Northwest 
Pipeline, who p/ovided an update on the Salt Lake City meeting 
between Mayor Hopson and other Borough representative;;, and John 
MciMillian and Northwest Pipeline staff. Bachman indicated that 
Northwest Pipeline was pleased with the .interest of the North 
Slope Borough to participate -in some manner in the project and 
was interested in providing an opportunity for the local as well 
as state involvement if possible. He did note that state actions 
thus fur had been disappointing. He indicated that Northwest 
Pipeline hoped to begin civil'construction in 1981, begin laying 
pipe in 1982, and finish the line in the warm weather of 1985.



He pointed out that the Northwest Pipeline Company has no 
direct responsibility for the conditioning plant, although it 
is extremely interested in its construction as an essential part 
of the overall system. While the state has indicated it wants 
to do "something" on the conditioning plant, it has not yet 
formulated a position. Bachman did note that moving the condi­
tioning plant to Fairbanks would prevent the pipeline frcm being 
built. Northwest Pipeline is looking at producers as "overrun 
insurance," who will be turned to if necessary for completion 
of the line; the Department of Justice has problems with pro­
ducers owning the line. Larry Dinneen pointed out that ARCO has 
expressed interest in knowing what the North Slope Borough and 
ASRC plan to do regarding the conditioning plant.

Mayor Hopson expressed concern about the failure of the 
North Slope Borough to have been consulted on issues surrounding 
the conditioning plant and the pipeline that affect the North 
Slope Borough. He also emphasized that while NSB had proposed 
having some involvement,' it was subject to further decisions and 
negotiations involving the NSB and ASRC.

Follow-up actions from the discussion with Bachman are:

1. This firm is to contact Howard Butner, Vice President 
for Finance of Northwest Alaska Pipeline in Washington. 
Butner apparently has a variety of studies and other 
documents regarding various financial schemes for 
financing the pipeline that may be of use to the NSB
in reviewing its potential participation.

2. This firm is to develop a brief analysis summarizing 
what has transpired with the gas pipeline to date
and to prepare recommendations to the Borough on what 
future actions to take on this issue.

B. NPRA Legislation

The next item discussed was the position of ASRC and NSB 
on the NPRA legislation now being drafted by the Department of 
the interior. Under this legislation NPR-A would be designated 
a "National Conservation Area." Mayor Hopson emphasized that the 
North Slope Borough supported any effort, including private 
leasing, that would open up NPR-A for exploration and development 
as the North Slope Borough's contribution to the national goal 
of improving energy supplies. Mayor Hopson emphasized that the 
Borough has always supported onshore development.

There was general agreement with the basic statutory posi- 
hions that DOI had indicated would be included in the legislation.
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Conrad Bagne suggested that the bill include provisions.allowing 
local access to non-commercial and commercial discoveries found 
near communities on the North Slope. Herb Bartel pointed out 
that the BLM had already developed several years of planning 
analysis and data on NPR-A and that this experience should not 
be lost in the transition to the NCA management scheme. In 
particular, with respect to the four areas that were to be given 
special attention, the governmental offices charged with' respon­
sibility for those special areas,' assuming it is not BLM, should 
be required to utilize BLM analysis.

Jon Buchholdt noted that the four areas cited for special 
consideration are possibly the most promising for private 
leasing; the boundaries, terms, and access of those areas should 
be examined carefully to insure development is not precluded.
Herb Bartel also observed that the protection for fishing sites 
should not be limited to designated sites but rather to "systems" 
that would allow movement within fishing areas as the fish popu­
lations, and other influences on fishing, change.

With respect to the leasing systems* it was pointed out that 
a "nominating" system should be used in order to. give the Borough, 
as well as the federal government, advance notice of what areas 
should be studied to determine the need fcr environmental or 
other protection. There was general agreement that any leasing 
system should, to the maximum extent possible, utilize bids that 
would internalize non-economic factors such as environmental 
protection and local hire. In addition, local considerations 
and provisions encouraging participation by small companies 
should be included into a system. Senator Gravel apparently is 
looking into developing such a program independently of the 
Department of the Interior. It was also pointed out that the 
Teshekpuk Lake had already been identified as an area that should 
be protected for the Native community. This should be kept in 
mind as the provisions regulating the Teshekpuk Lake area are 
formulated.

Senator Stevens joined the meeting at this point and made 
the following-comments:

1. He considers the letter of Acting Secretary Joseph, 
regarding the legislative program of NPR-A, to be 
balanced but is concerned about those areas that DOI 
proposes to "set aside." He also feels that any 
provisions relating to the Mineral Leasing Act may 
present problems.

2. He is concerned about the revenue sharing provisions j  
and feels it may be hard to hold the 50% now proposed



\ to be allocated to thv. state because of the large
royalty already received by the state from Prudhoe Bay. 
Provisions guaranteeing local share from the revenues 
to the state would help maintain this provision.

3. He supports the NCA being administered by the BLM but
is concerned about BLM continuing to apply the approaches 
they have traditionally followed under the Mineral Leasing 
Act. Stevens indicated he was meeting with Guy Martin 
on the legislation on December 10.

4. He is quite committed to keeping this bill separate from 
D-2 and indicated that this was the view of Secretary 
Andrus. Senator Stevens cautioned about trying to put 
D-2 related Native amendments on the bill when it comes 
from the House.

5. Senator Stevens vigorously emphasized the need to slow
the Beaufort Sea sale. He is very concerned about drill­
ing in the Beaufort Sea and feels that the international
situation will result in a compressing of the time for

• leasing of NPR-A.

6. He is very interested in getting small companies
involved in the development of NPR-A.

7. He supports the efforts to find a new agency or
agencies to fund and administer NARL. He mentioned
also the possibility of turning over the gas field 
at Barrow to the North Slope Borough and providing 
authority for requiring federal facilities tc pay 
for gas from the field.

In the afternoon we were joined by representatives of the 
Department of the Interior: Gerry Gilliland, Curt McVie, Irene 
Rowan, Jim Wicks, and Ed Eisenson.

Gerry Gilliland outlined the Department's views on the 
legislation. He emphasized that the legislation is to encourage 
oil and gas development while protecting the unique surface 
values and lifestyle of the native residents. BLM is to admini­
ster the area in a multiple use manner and the local residents 
are to . assist BLM in land use planning and in its lease program.
He noted also that the bill included language that would lead 
to transfer of the Barrow gas'field to the North Slope Borough.

With respect to leasing, the Department hopes to have a 
minimum time schedule that would result in the first lease within 
twenty months of the legislation. The legislation would provide
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broad leasing authority to the BLM to establish terms and condi­
tions. He emphasized that the authority would allow stipulations 
to protect the environment and require access yet he noted that 
the proposal did not have any corridors specifically set aside.
He said that the bill would provide the Secretary with discre­
tionary authority to lease minerals but only local leasing of 
coal would be specifically allowed. The report from Gilliland 
basically coincided with the information provided in Under­
secretary Joseph's letter.

Gilliland indicated that the legislation was being reviewed 
within the Administration but that there had been no major 
changes proposed. The only objections from other agencies 
involved issues unrelated to the direct administration of NPR-A, 
e.g., the Department of Justice was concerned about anti-trust 
language, some agency was concerned about the size of the 
tracts being too large and thereby inhibiting participation 
by local companies, and there was concern over the name of 
the NCA. Gilliland does not know the exact timetable for 
submission of the bill to Congress but expects it to happen 
before January. He felt it was too late for any additional 
input at this time from the local community although the 
Department remains interested in the local reaction.

With respect to the four special areas he emphasized that 
the bill would only have Congress stating that BLM is to give 
those areas special consideration; it would be left up to the 
BLM, after consultation with an Advisory Committee, to determine 
exactly what those special considerations should be. BLM proposes 
to use the Federal Land Policy Management Act (FLPMA) planning 
process to establish appropriate restrictions. He also pointed 
out that Section 603 of FLPMA would not apply nor would the 1876 
Mineral Act. This would preclude hard rock minirq and provide 
no protection of existing claims. It was pointed out by Charlie 
Edwardson that there might be some outstanding claims that existed 
before the formulation of NPR-A.

Gilliland agreed that the leasing approach authority in the 
bill would allow internalization of costs but such leasing would 
not be mandated by the legislation.

Mayor Hopson emphasized the importance of sharing information 
from prior exploration of NPR-A inasmuch as the data is a key 
factor affecting exploration on the Slope. Mayor Hopson expressed 
his desire that the legislation should turn over leasing totally 
to private companies so that t'he Federal government would not 
be involved in the actual exploration.



Gilliland agreed that the applicability of the Horth Slope 
Borough ordinances to activities taking place in NPR-A would be 
part of the planning process. This means that the ELM could 
decide to apply them but that they were not automatically 
incorporated into the plan. He also noted that there was no 
local hire provision in the bill, wnich produced substantial 
discussion about the need for such provision. Gilliland and 
Curt McVie agreed that this was a point that deserved additional 
examination and indicated a willingness to have the Department 
consider taking a position on such a provision in the letter of 
transmittal of the bill to Congress or in the testimony of the 
Administration on the bill, inasmuch as it was too late to make 
any change to the legislation at this point.

Follow-up activities.

1. We should draft for the Department of the Interior an 
analysis of the need for an affirmative action program 
mentioning the adverse economic as well as societal 
impacts of not utilizing local residents. We should 
also draft appropriate language for such provision.

2. We should write to the Department requesting that 
they include reference to such a provision in their 
testimony or in the letter of transmittal to Congress.

3. We should attempt to have inviluded in the legislation 
a specific guarantee of a portion of the state's 
revenue being allocated to the North Slope Borough.

4. We should examine other National conservation areas, 
and BLM regulations regulating activities in those 
areas, to identify deficiencies in the management 
program that should be addressed in the legislation or 
in Report langaage.

cc:- Conrad Bagne Oliver Leavitt
Tom Smythe Larry Dinneen
Jon Buchholdt Jim Wickwire
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DEPARTMENT OF LAW
OFFICE OF THE ATTORNEY GENERAL POUCH K -S T A T E  CAPITOL 

JUNEAU. ALASKA 99811

April 26, 1982

Honorable Bettye Fahrenkamp 
Chairwoman, Senate Resources Committee 
Alaska State Senate 
Twelfth Legislature 
Pouch V
Juneau, Alaska 99811

Re: SB 835 (National Petroleum Reserve-Alaska
Trust Fund). Our File No. 366-619-82

Dear Senator Fahrenkamp:

SB 835, which would 
revenues the state receives
federal oil and gas leasing in the National Petroleum Reserve- 
Alaska, presents a numoer of serious legal questions in its 
current form.

establish 
from the

a trust fund account 
federal government

for
from

The first question is raised under Article IX, Sec- 
tior 7 of the Alaska Constitution, which provides in pertinent 
part: "The proceeds of any state tax or license shall not be
dedicated to any special purpose, except as provided in Sec­
tion 15 of this article or when required by the federal govern­
ment for state partic pation in federal programs." The Depart­
ment o: Law and the Legislative Counsel have disagreed over the 
rea h of this prohibition. Our department has construed the 
prc bition broadly to apply to all "public revenues" (e.g., 
taX'.-ui, license fees, revenues from the sale or disposition of 
natural resources, etc.); the Legislative Counsel has inter­
preted it narrowly as reaching only tax and license revenues. 
On April 23, 1982, the Alaska Supreme Court adopted the
Department of Law's broader interpretation in State v.
Alex, ___ P.2d , Op. No. 2488 (Alaska, April 23, 19T2yi See
Slip Op. at p . "20. As a result, we believe the revenues which 
the bill addresses -- i.e., those that the state would receive 
from the federal government as the result of federal oil and

NPR-A -- are subject to the prohibition.gas leasing in

However, 
prohibition "when 
participation in

there is an exception to the dedicated fund 
required by the federal government for state 
federal programs." The pertinent portion of

C3-CSLH
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P.L. 96-514, 94 Stat. 2964, which directs payment of the-money 
to the state, attaches certain conditions to the state's 
receipt of that money: The state may use it "for (a) planning,
(b) construction, maintenance, and operation of essential 
public facilities, and (c) other, necessary provisions of public 
service: Provided further, (_That in the allocation of such
funds, the State shall give priority to use by subdivisions of 
the State most directly or severely impacted by development of 
oil and gas leased under this Act.'M In other words, the funds 
received from the' federal * government must . be dedicated to 
planning, construction, maintenance, and operation of essential, 
public facilities, and other necessary provisions of public 
service. In addition, impacted political subdivisions must be 
given priority in the allocation of the funds-.

We believe the establishment of a trust ' fund into 
which all the federal revenues are placed immediately upon 
receipt from the federal government is both permissible under 
Article IX, Section 7 of the Alaska Constitution and desirable 
in that it will ease the administrative task of demonstrating 
to the federal government that the funds received have been • 
expended for the purposes and in the manner requited by the 
federal Act. However, it also i-s our opinion that the explicit 
provisions of the law establishing the trust fund cannot impose 
conditions on the use of the money which exceed these "required 
by the federal government for state participation" in the 
federal program -- i.e., those in the federal Act. Since it is 
only the federal conditions which except the funds from the 
general dedicated fund prohibition, we believe the only condi­
tions. which may be attached to the funds are those required by 
the federal Act. ' .

As a result, we believe the directive in Section 2(c). 
of SB 835 to pay a minimum of 50 percent of amounts in the fund 
to the North Slope Borough violates the dedicated fund prohibi­
tion because the federal Act doos not require it for state 
participation. In addition, the directive in Section 2(d) that 
remaining amounts in the fund may be spent only "in conjunction 
with the exploration of the National Petroleum Reserve in 
Alaska and a program of competitive leasing of oil and gas from 
that reserve" also violates' the prohibition, again because the 
federal Act does not require it. The federal Act simply does 
not impose the^e restrictions on the use of the funds received 
by the state.'
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Another question raised by SB 835 stems from Arti­
cle II, Section 19 of the Alaska Constitution, which provides 
in pertinent part: "The legislature shall pass no local or
special act if a general act can be made applicable." l.:-e 
problem here is that SB 835 specifically names the North Slope 
Borough as a recipient of amounts from the fund established. 
However, nothing in the federal Act requires that the North 
Slope be named, and it'is obvious that a general act can be 
made applicable and satisfy the terms of the federal Act simply 
by "giv[ing] priority to use by subdivisions of the State? most 
directly or severely impacted by development of oil and gas 
leased under this Act." * That is' the language of the federal 
Act, so using that language would satisfy that condition of the 
federal Act. It is language of general applicability to all 
subdivisions which might be impacted by NPR-A development, and 
therefore would be a general (not local or special) act within 
the meaning of the Alaska Constitution.' (We also would point 
out that the North Slope Borough may not be the only political 
subdivision impacted by oil and gas leasing in NPR-A. In the 
reserve, Barrow is a first class city and Wainwright and 
Nuiqsuit are second class cities.- Moreover, development in 
NPR-A may have an impact on other political subdivisions along 
the pipeline corridor or, it is conceivable, any other route
chosen to transport the oil and gas produced -- i.e., Nome, 
etc. This potential impact on other political subdivisions 
demonstrates the advisability of couchir."’ the bill in terms of 
a general act, not a local or special ace directed only to the 
North Slope Borough.)

Another problem stems from Article II, Section 13 of 
the Alaska Constitution, which provides in pertinent part:
"Bills for appropriations shall be confined to appropri­
ations." The problem in SB 835 is the Section 2(c) directive 
to pay money to the affected subdivisions (in the bill's 
current form, only the North Slope Borough). Specifically, 
Section 2(d) describes that directive as an appropriation. If 
it is an appropriation, it is an appropriation in a general act
and not in a bill confined to appropriations as required by the
Constitution. This conclusion is reinforced by the provision 
in Section 2(d) that amounts remaining in the fund after the 
payment to the subdivisions cannot be’ expended without appro­
priation by the legislature. To avoid' this problem, the bill 
could be amended simply to require appropriation by the legis- 
"TaTrure— prlTST^lany expenditure of funds in the trust account, 
giving the legislature discretion to appropriate funds to 
impacted subdivisions or for other purposes permitted under the
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Following my testimony on SB 835 at the Senate Resour­
ces Committee meeting on April 23, 1982, I met with Tom Smythe 
and Robert DuPere, representing the North Slope- Borough, and 
Resa King of the Committee staff. We seemed to reach general 
agreement that some minor modifications to the bill would 
satisfy the constitutional concerns while remaining true to the 
basic thrust of the proposed bill. My notes indicate that f-he 
following changes were contemplated:

1. Page 1, lines 12-15 should be amended to read 
(material to be deleted' is capitalized and in brackets; new 
material is underlined): "(1) The United States Congress, by
P.L. 96-514 (94 Stat. 2964, December 12, 1980), [APPROPRIATED
$107,001,000 FOR A PROGRA.M OF] provided that the state shall 
receive 50 percent of receipts derived from competitive leasiiTg 
of oil and gas in the National Petroleum Reserve in Alaska;" 
This change would eliminate any confusion regard ing the
$107,001,000 federal appropriation which is for administration 
of the leasing program, not an appropriation to the state. The
state will only receive money under the federal Act after the. 
program begins generating lease revenues.

2. Page 1, lines 24-26 should be amended to read: 
"The fund shall consist of funds [APPROPRIATED TO IT BY THE 
LEGISLATURE EQUAL TO THE AMOUNT OF FUNDS] received by the state 
from the federal government under P.L. 96-514." This would 
establish the constitutionally-permissible dedicated fund.

3. Subsection (c) of Section 2, which, begins on
page 1, line 29, and continues to page 2, line 4, should be
deleted in its entirety and replaced with the following:

(c) The commissioner of revenue shall pay 
to the subdivisions of the state most 
directly or severely impacted by development 
of oil and' gas leased under the federal Act 
the amount appropriated by the legislature 
from the fund for that purpose. It is the 
intent of the legislature that the amount 
appropriated for payment to the subdivisions 

. equal 50 percent of the amount received from 
the federal government under the federal
Act, and that this percentage be reviewed 
every five years following passage of this 
Act.



H o n o r a b l e  B e t t y e  F a h r e n k a m p

R e: SB 8 3 5
A p r i l  26, 1 9 8 2
P a g e  5

This would indicate the legislative intent of sharing the 
revenues with impacted political subdivisions without violating 
the dedicated fund prohibition by_ imposing conditions beyond 
those required by the federal Act... It also avoids the local 
and special legislation problem, as well as the problem regard­
ing an appropriation in a bill not confined to appropriations.

4. Page 2, lines 5-10 should be amended to read: 
"(d) Amounts received by the state under (a) of this section 
[WHICH ARE NOT APPROPRIATED IN ACCORDANCE WITH (c) OF THIS 
SECTION] shall be used by the state, subject to appropriation 
by law, for the following activities and services [IN CONJUNC­
TION WITH THE EXPLORATION OF THE NATIONAL PETROLEUM RESERVE IN 
ALASKA AND A PROGRAM OF COMPETITIVE LEASING OF OIL AND GAS FROM 
THAT B.ESERVE]:" This avoids any dedicated funds problem by 
eliminating those conditions which exceed those required by the 
federal Act.

5. Subsection (e) of Section 2, appearing on page 2, 
lines '5-20, should be deleted in its entirety.

6. Subsection (f), beginning on page 2, line 21, and 
ending on page 3, line 1, should be amended to read:

"(f) amounts paid to [THE NORTH SLOPE 
BOROUGH] subdivisions under (c) of this 
section shall De used by the [NORTH SLOPE)
BOROUGH] subdivisions only for the following 
activities and services in conjunction with 
[THE EXPLORATION] development on the Nation­
al Petroleum Reserve in Alaska and a program 
of competitive leasing of oil and gas from 
that reserve:

"(1) planning;

"(2) construction, maintenance, and opera­
tion of essential public facilities by the 
[NORTH SLOPE BOROUGH] subdivisions; and

"(3) other necessary public services 
provided by the [NORTH .SLOPE BOROUGH] 
subdivisions."

This change is necessary to avoid the local and special legis­
lation problem.
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In addition, it was suggested that a committee letter
of intent be drafted to the effect that, at the present time,
the North Slope Borough is the only political subdivision of
the state which will be most directly or severely impacted by
oil and gas leasing in NPR-A.

I believe these comments accurately reflect the 
concensus of our work group. However, the other individuals 
present may have some further suggestions for change..

Finally, I must' indicate that these comments are not 
intended to represent the Administration's policy position on 
this bill. Rather, they are provided in the nature of a 
drafting service to overcome the constitutional and other legal 
problems which we believe are presented by the bill in its 
current form. If we can be of further assistance in this 
regard, please contact us at your earliest convenience.

Sincerely,

WILSON L. CONDON
ATTORNEY GENERAL

By:
G. Thomas Koester 

Assistant Attorney General
i

GTK:dim

cc: Honorable Don Bennett
Honorable M.E. Dankworth 
Co-Chairmen, Senate Finance Committee

Tom Smythe 
• Robert DuPere 
Keith Specking



REPORT LANGUAGE FOR HR 7724 

Provisions Affecting Exploration of 

National Petroleum Reserve in Alaska

The bill provides ?191, 251,000 to initiate and carry out the 

leasing of the National Petroleum Reserve in Alaska, a Federa] 

land holding of 23 million acres which is entirely located on the 

North Slope of Alaska. In addition to providing funds, the House 

bill provides substantive requirements directing the Secretary 

how such leasing is to be carried out. The Committee has agreed 

to the House provisions, with certain changes. The Committee 

believes that private leasing of the NPRA is extremely important 

and that it should proceed as expeditiously as possible. It is 

important, however, that the Congress also provide guidance to 

the Secretary on how that leasing should take place.

The social, economic, and environmental conditions in the 

Arcuic are extremely fragile. The sudden influx of workers and 

money into an area can be extremely disruptive to the local 

community and put a strain on governmental services. There is 

also great potential for harm to the environment from the equip­

ment and other activities associated with the exploration and 

development. Therefore, it is extremely important that the 

Secretary develop and implement a leasing program that gives 

proper consideration to the effects on the local community and 

political jurisdiction whose lands involved will be most directly



affected by the economic and social impacts. Because of these 

concerns, the Committee has made several changes in the House 

bill.

First, the House bill exempted the lease program from 

.Sections 202 and 603 of the Federal Lands Policy and Management 

Act of 1976. While the Committee agrees that those sections of 

FLPMA should not operate to delay the .leasing program, the 

sections would also have provided authority for important inter­

action between the Secretary and the State and local governments. 

The Committee considers it very important that the Secretary 

consult with the State and local jurisdictions regarding the 

lease program and insure important State and local decisions 

regarding land use control, environmental protection and preser­

vation of subsistence use by local residents are made part of 

any leasing program. The Committee amendment would require the 

Secretary to recognize and insure application of these local 

requirements, even though the FLPMA sections are otherwise not 

applicable. The Committee believes that this will not delay the 

lease program in any way.

Second, the Committee has added language that will lead to 

greater participation in the jobs and business contracts associ­

ated with the leasing program by disadvantaged Native groups. 

Natives have historically gained the least from the economic 

activity associated with oil and gas development. Efforts were 

made in connection with construction of the Trans-Alaska pipeline



'nd the proposed Alaska Natural Gas Transportation System to 

■■'ncourage hiring of Natives. The unemployment rate for Natives 

in the North Slope is perhaps the highest in the country and it 

is appropriate that they have a role in "he development of the 

resources from the area in which they live. This amendment makes 

more explicit the Federal goal that Natives have a preft ’ence in 

the employment and contracts that will be generated by the leas­

ing program of NPRA authorized by the bill.

Third, the Committee recognizes that the impacts of oil and 

gas development increases costs for local governmental units. In 

addition, the Committee considers it important that such local 

jurisdictions share in the financial rewards associated with the 

development of resources of land within their jurisdictions, even 

though fee ownership may still be with the Federal government.

The House bill provides that 50% of the lease sale proceeds, the 

royalties, and other income from the NPRA be returned to the 

State of Alaska, with a directive that the State allocate the 

funds to benefit the jurisdictions most affected by the develop­

ment of NPRA. . — ..

The Committee supports the concept of returning funds to 

local jurisdictions but is concerned that those funds be avail­

able to benefit the jurisdictions most directly affected by the 

development and the -:..cr ivities that produce the income. Tho 

State is subject, understandably, to pressures from jurisdictions 

throughout the state for distribution of its revenues; past



experience indicates that certain areas, particularly those less 

populated, may not rece;ve distribution appropriate to their 

needs or to the impacts that they have suffered. Furthermore, 

the State has restricted the authority of local jurisdictions to 

.raise revenues by taxing property associated with oil and gas 

development This has had its most serious impact on those loca­

tions where the oil and gas exploration and development is taking 

place and substantial amounts of property are located. Conse­

quently, the Committee has preserved the 50% allocation to the 

State and its local jurisdictions but has directed distribution 

within the state so that a reasonable portion goes to the North 

Slope Borough, the local jurisdiction most affected by develop­

ment of NPRA; the NPRA is composed of lands located totally 

within the North Slope Borough boundaries. Given the priority
t

set forth in the House bill that the funds go to the jurisdic­

tions most impacted by development, the Committee considers it 

appropriate to make the allocation explicit in the bill.

Finally, the Committee ha?; rejected the request by the

Administration that Cne bill require transfer of the Barrow gas 

field, which at present is under the jurisdiction of the 

Secretary of the I; <,erior. The gas from that field is essential 

to life in Barrow, *r northernmost community. The gas is used 

for heat and electricity, and a reliable supply of gas is neces­

sary during the severe Arctic winters. While the Committee 

agrees that the source and cost of long-term energy supplies f<~>r
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Barrow, as well as other North Slope Borough Villages, should be 

examined by the Secretary and discussed with the local community, 

it is inappropriate for tht Congress to direct that a transfer 

take place in advance of studies and other data that demonstrate 

how energy supplies can best be funded. The Committee wants to 

avoid hurriedly choosing an unrealistic operating situation which 

might endanger the continued supply of fuel for heat to the 

community.

The leasing of NPRA provides a good opportunity for the 

Secretary to study energy needs on the North Slope and determine 

how North Slope Villages, including Barrow, car. gain access to 

indigenous energy supplies. While the Barrow gas field would 

obviously not be included in any leasing program, the Secretary 

should consider lease conditions on tracts which will be leased 

that will guarantee access to any discovered oil or gas by the 

villages. Following development of such information, the 

Congress will be better able to respond in an appropriate manner 

to the Administration's request for transfer of the Barrow gas 

fi e l d s .
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Despj-te the fact that commercial petroleum prospects 

for NPRA have been substantially downgraded by the United 

States Geological Service and Department of Natural 

Resources as a result of past Federally sponsored drilling 

programs the potential impacts, in fact, may be greater. 

Past drilling indicates the possibility of a reasonably 

large number of smaller fields rather than the giants or 

super giants forecast in the past. If this is the case, 

production would probably await the development of groups of 

smaller fields which would collectively represent a 

commercial undertaking. Collectors would link these small 

fields to a pipeline running to TAPS. The tracts receiving 

bids during the January 27, 1982, NPRA lea.se sale and their 

pattern substar ». this belief. This type of development 

scenario necev u.y would disturb a larger area as well as 

beir.g more difficult to service.

In contrast to Prudhoe Bay, the impacts of NPRA 

development will be at the doorstep of four of the eight

permanent Borough communities (Barrow, Nuiqsut, Atkasook,
*

and Uainwright). The indirect or secondary impacts of the 

Prudhoe Bay development, discounting primary impacts, 

created drastic cultural, social and economic disruptions 

for the permanent Inupiat population. Impacts forced change 

upon the resident population, not at their own making, and 

required them to organise a local governmental unit to 

represent th'' ir interests. With the development of NPRA the
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pressures will be more direct and perhaps more devastating 

unless mitigation measures can be taken.

Senate Bill 835 will provide a portion of the funding 

required to address forthcoming impacts. With Prudhoe Bay 

and the Kuparuk experience, future Borough approaches to 

industrial impacts will involve direct yet cooperative 

State/industiv/Borough planning and provision of basic 

consolidated services within the fields as well as within 

the communities. The result of Borough involvement 

pr noting consolidation of facilities and services will 

result in more efficient, less disruptive development and 

therefore less detrimental impact.

The Federal law, Department of Interior and Related 

Agencies Appropriations Act of 1980, contains the following 

language:

Provided, that . . . (9) all recipients
from sales, rentals, bonuses, and 
royalties on leases issued pursuant to 
this Act shall be paid into the Treasury 
of the United States: Provided, that 50
per centv.m shall be paid by the 
Secretary of the Treasury semiannually, 
as soon as practicable after March 30 
and September 30 each year, to the State 
of Alack;' for (a) planning, (b) 
construction, maintenance and operation 
of essential, public facilities, and (c) 
other necessary provision of public 
service: Provided further, that in the
allocation of such funds the State shall 
give priority to use by subdivisions of 
the State most directly or severely 
impacted by development of oil and gas 
leased under this Act.

was in part a result the cooperative effort'of the State and

-3-



the North Slope Borough in working with the Administration 

and the Congress.

Since NPRA is Federal reserve lands, there was no 

requirement tor Federal revenue sharing. In fact, there was 

7ocal opposition _ from influential Administrative and 

Congressional officials to sharing with the State. The 

Administration considered draft language to include only the 

Borough since NPRA lies almost totally within the Borough. 

However, Governor Hammond's opposition to direct revenue 

sharing rather than a pass through and the Borough's belief 

that the Borough alone would be limited to the 25 percent 

precident for local revenue sharing established in worldlife 

range rnd refuge law, prompted the Borough to jointly seek 

revenue sharing with the State. The joint State/Borough 

effort resulted in the State receiving 50 percent of the net 

Federal receipts with a proviso that the State would pass 

through funds to directly or severely impacted local 

governmental units.

Although the Administration introduced legislation in 

both the House and the Senate, Senator Stevens, in a 

sophisticated legislative maneuver, extracted the 

appropriate NPRA lease sale language from the Administration 

bill and included it as a part of Interior Appropriations. 

NPRA leasing was permitted and the revenue sharing 

preserved. However, the remainder of the Administration 

bill which dealt in large part with environmental 

constraints and enforcement provisions is dormant and

-A-



probably will not be resurrected. This places a great 

burden upon the State and the Borough to ensure efficient, 

environmentally sound development.

In summary, the North Slope Borough urges the prompt 

enactment of Senate Bill 835 to provide the Borough with the 

means of ameliorating impacts occasioned by the development 

of petroleum leases in NPRA. In providing this pass through 

of funds, the Borough will use these funds for the planning, 

construction, maintenance and operations of public 

facilities and other necessary provisions of services 

resulting from NPRA lease sales.
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Original sponsor: Adams

IN THE HOUSE BY THE RESOURCES COMMITTEE

CS FOR HOUSE BILL NO. 298 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL
*•

For an Act entitled: "An Act establishing a National Petroleum Reserve,

Alaska, special revenue fund; and providing for an

effective date."

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

* Section . FINDINGS. The legislature finds that

l) the United States Congress, by 43 U.S.C. 1337 (P.L. 96-514), 

provided that the state shall receive 50 percent of receipts derived from 

competitive leasing of oil and gas in the National Petroleum Reserve in 

Alaska;

(2) virtually all of the National Petroleum Reserve in Alaska 

lies within the corporate limits of the North Slope Borough, a home rule 

political subdivision of the state; and

(3) because of the continuing nature of the congressional appro­

priation a special revenue fund should be established to comply with the 

directive of the federal Act.

* Sec. 2. NATIONAL PETROLEUM RESERVE, ALASKA, SPECIAL REVENUE FUND, 

(a) The National Petroleum Reserve, Alaska, special revenue fund is estab­

lished. The fund shall consist of money received by the state from the 

federal government under 43 U.S.C. 1337 (P.L. 96-514).

(b) The commissioner of revenue shall manage the special revenue fund 

in accordance with AS 37.10.070.

(c) The commissioner of revenue shall pay to those subdivisions of 

the state that are most directly or severely impacted by development of oil 

and gas leased under 43 U.S.C. 1337 the amount appropriated by the

-1- CSHB 298(Res)
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legislature from the fund for that purpose. It is the intent of the legis­

lature that the amount appropriated for payment to the subdivisions equal 

25 percent of the amount received from the federal government unde^ A3 

U.S.C. 1337 and that this percentage be reviewed by the legislature every 

five years following the effeccive date of this Act.

(d) Amounts received by the state under (a) of this section shall be 

used by the state, subject to appropriation by law, for the following

activities and services:

(1) planning;

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

facilities; and

(3) other necessary public services.

(e) Amounts paid to subdivisions of the state under (c) of this 

section shall be used by the subdivisions only for the following activities

and services :Ln conjunction with development of the National Petroleum

Reserve *n Alaska and a program of competitive leasing of oil and gas from 

that serve:

(1) planning;

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

facilities by the subdivisions; and

(3) other necessary public services provided by the subdivi­

sions .

* Sec. 3. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).

CSHB 298(Res) -2-
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Introduced: 3/25/83
Referred: Resources and Finance

1 IN THE HOUSE BY ADAMS

2 HOUSE BILL NO. 298

3 IN THE LEGISLATURE OF THE STATE OV ALASKA

4 THIRTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act establishing a National Petroleum Reserve,

7 Alaska, special revenue fund; and providing for an

8 effective date."

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

10 * Section 1. FINDINGS. The legislature finds that

11 (1) the United States Congress, by 43 U.S.C. 1337 (P.L. 96-514),

12 provided that the state shall receive 50 percent of re.eipts derived from

13 competitive leasing of oil and gas in the National Petroleum Reserve in

14 Alaska;

15 (2) virtually all of the National Petroleum Reserve in Alaska

16 lies within the corporate limits of the North Slope Boroc^h, a home rule

17 political subdivision of the state; and

18 (3) because of the continuing nature of the congressional appro-

19 priation a special revenue fund should be established to comply with the

20 directive of the federal Act.

21 * Sec. 2. NATIONAL PETROLEUM RESERVE, ALASKA, SPECIAL REVENUE FUND.

22 (a) The Nctional Petroleum Reserve, Alaska, special revenue fund is estab-

23 lished. The fund shall consist of imney received by the state from the

24 federal government under 43 U.S.C. 1337 (P.L. 96-514).

25 (b) The commissioner of revenue shall manage the special revenue fund

26 in accordance with AS 37.10.070.

27 (c) The commissioner of revenue shall pay to those subdivisions of

28 the state that are most directly or severely impacted by development of oix

29 and gas leased under the federal Act the amount appropriated by the

-1- HB 2 9 8
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/'1 legislature from the fund for that purpose. ^  It is the intent of the

2 legislature that the amount appropriated for Payment to the subdivisions
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3 equal 30 percent of the amount/received from the federal government under

4 the federal Act"^ and that this percentage be reviewed by the legislature

5 every five years following the passage of this Act.

6 (d) Amounts received by the state under (a) of this section shall be

7 used by the state, subject to appropriation by law, for the following

8 activities and services:

9 (1) planning;

10 (2) construction, maintenance, and operation of essential public

11 facilities; and

12 (3) other necessary public services.

13 (e) Amounts paid to subdivisions of the state under (c) of this

14 section shall be used by the subdivisions only for the following activities

15 and services in conjunction with development of the National Petroleum

1G Reserve in Alaska and a program of competitive leasing if oil and gas from

17 that reserve:

18 (1) planning;

19 (2) construction, maintenance, and operation of essential public

20 facilities by the subdivisions; and

21 (3) other necessary public services provided by the subdivi-

22 sions.

23 * Sec. 3. This Act takes effect immediately in accordance with AS 01.-

24 10.070(c).

HD 298 -2-
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94 STAT. 2964 PUBLIC L A W  96-514-DEC. 12, 1980

42 use G.708. 
42 USC 6S04.

43 USC 1712, 
17?2.

42 USC 6.702.

43 USC 1337.

1
Judicial review. 
Publication in 
Federal 
lU'Kiater.

EXPLORATION OP N A T IONAL P E T R OLEUM RESERVE IN ALASKA

For necessary expenses of carr 'ing out the provisions of section lM 
of Public Law 94-258, and for - ,nducting hereafter and with fun-** 
appropriated by this Act and by subsequent appropriation Acts, 
notwithstanding any other provision of law and pursuant to su*“ 
rules and regulations as the Secretary may prescribe, an expeditious 
program of competitive leasing of oil and gas in the National 
Petroleum Reserve in Alaska, $107,001,000, to remain available ur.tu 
expended: Provided., That (.1) activities undertaken pursuant to Ous 
Act shall include or provide for such conditions, restrictions, anil 
prohibitions as the Secretary deems necessary or appropriate to 
mitigate reasonably foreseeable and significantly adverse effects cm 
the surface resources of the National Petroleum Reserve in Alaska 
(the Reserve); (2) the provisions of section 202 and section 603 of 
Federal I-ands Policy and Management Act of 1976 (90 Stat. 1<43) 
shall not be applicable to the Reserve; (3) the first lease sale shall be 
conducted within twenty months of the date of enactment of this Aĉ 
Provided, That the first lease sale shall be conducted only aft*/ 
publication of a final environmental impact statement if such is 
deemed necessary under the provisions of the National Environmea; 
Lai Policy Act of 1969 (42 U.S.C. 4332); (4) the withdrawals established 
by section 102 of Public Law 94-25S are rescinded for the purposes of 
the oil and gas leasing program authorized herein; (5) bidding system* 
used in lease sales shall be based on bidding systems included m 
section 205(aXl) (A) through (H) of the Outer Continental Shelf Land* 
Act Amendments of 1978 (92 Stat. 629); (6) lease tracts may encom­
pass identified geological structures; (7) the size of lease tracts maybe 
up to sixty thousand acres, as determined by the Secretary; (S) each 
lease shall be issued for an initial period of up to ten years, and shall 
be extended for so long thereafter as oil or gas is produced from tke 
lease in paying quantities, or as drilling or reworking operations, a* 
approved by the Secretary, are conducted thereon; and (9) all receipt 
from sales, rentals, bonuses, and royalties on leases issued pursuant 
to this Act Bhall be paid into the Treasury of the United States 
Provided, That 50 per centum thereof shall be paid by the Secretary 
of the Treasury semiannually, as soon as practicable after March 33 
and September 30 each ycur, to the State of Alaska for (a) planning,
(b) construction, maintenance, and operation of essential public 
facilities, and (c) other necessary provisions of public service: 
vidcd further, That in the allocation of such funds, the State shall 
give priority to use by subdivisions of the State most directly or 
severely impacted by development of oil and gas leased under this 
Act.
Any agency of the United State .1 and any person authorized by the 

Secretary may conduct gcc’ogical and geophysical explorations in the 
National Petroleum Reserve in Alaska which do not interfere with 
o,orations under any contract maintained or granted previously. 
Any information acquired in such explorations shall he subject to the 
conditions of 43 U.S.C. 1352(nXlXA).
Any action seeking judicial revic.v of the adequacy of any program 

or site-specific environmental impact statement under section 102 of 
the National Environmental Policy Art of 1969 (42 U.S.C. 4332) 
concerning oil and gas leasing in the National Petroleum Reserve- 
Alaska shall he barred unless brought in the appropriate District 
Court within 60 days after notice of the availability of such statement 
is published in the Federal Register. Any proceeding on such action
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H O U S E  O F  R E P R E S E N T A T I V E S  

COMMITTEE ON RESOURCES

JOHN RINGSTAD, CO-CHAIRMAN 
RICHARD SHULTZ, co-chairman 

POUCH V 
JUNEAU. ALASKA 99311 

(907) 465-3715

To: Committee Members

From: Committee Staff 

Date: February 8, 1984

Rt: HB 293,, establishing a National Petroleum Reserve, Alaska, fund

I . Overview

This bill establishes a "National Petroleum Reserve, Alaska, 
Special Revenue Fund." It would be funded by receipts from the federal 
government for leasing of oil and gas tracts in the National Petroleum 
Reserve, Alaska (NPRA). The federal act (Public Law 96-514) requires 
that 50% of all sales, rentals, bonuses, and royalties on leases issued 
shall be paid to the State of Alaska.

I I . History.

During the 12th Legislative Session, SB 835, a very similar piece 
of legislation to HB 298, passed both the House and Senate, but was 

vetoed by the Governor. The main reason for his veto was because the 
bill created some constitutional problems, namely, it created a dedicat- 

:,j ed fund, (see Art. IX, Sec. 7, of Alaska Constitution)

In 1980, Congress approved Public Law 96-514. This law required 
that 50% of all sales, rentals, bonuses and royalties received from 
federal oil and gas leases in the National Petroleum Reserve, Alaska, be 
paid to the State of Alaska

Part of this Public Law provided that the priority use of these 
funds be used by the subdivisions of the state that were most directly

i impacted by the development of oil and gas leases in the NPR-A. (see
enclosed Public Law 96-514, highlighted section) The law states that:

$ "That in the allocation of such funds, the State shall give
priority to use by subdivisions of the State most directly or a
severely impacted by development of oil and gas leased under
this act." I

Note that this clause does not address how much should go to the
impacted subdivision, nor does it say how to determine what is an "im- j
pacted subdivision". Thus the questions arise as to who determines what 
areas are impacted the most and also what criteria will be used. Under 
HB 298, these decisions are to be made by the Commissioner of Revenue, 
with the .id of intent language in the bill.

Currently, from conversation with DNR, there has been two sales 
within the NPR-A, totalling $66,887,505. Of this, the State received 
50%, or $33,443,752. Thus, under HB 298, the State as a whole would 

receive 50% of this, or $17,997,687, and the impacted subdivisions would 
receive $17,997,687.
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ANALYSIS (HB 298)

This bill establishes a "National Petroleum Reserve, Alaska, Special 
Revenue Fund." It would be funded by receipts from the federal 
government for leasing of oil and gas tracts in the National Petroleum 
Reserve, Alaska (NFPA). The comissioner of revenue is to invest the 
fund. Monies of the fund are to be approiriated by the Legislature, half 
to the state and half to subdivisions in the state directly affected by 
oil and gas development in the NPRA.

Costs will be incurred; however, due to the fact that amount and grade of
oil in the NPRA has not been determined, the size of the fund is

unknown. Safekeeping, accounting, audit, and commission costs would be 
incurred each year the fund exists. This fund would be invested with the
General Fund, but accounted for separately.



United States Department of the InteriorOFFICE OF THE SECRETARY WASHINGTON, D.C. 20240
Honorable Eben Hopson 

Mayor of North Slope Borough 

Eox 69
Barrow, Alaska 99723 

Bear Eben:

The Naval Petroleum Reserves Production Act of 1976 ins' the
Department of the Interior to submit to Congress by January 1, 1980, leg- 
islation suggesting the best procedures for petrolexin development of the 

National Petroleum Reserve in Alaska (t’PP.-A). This legislation must con­
sider the economic and environmental concerns which affect both management 
of the lands and the best procedures for pursuing the petroleum potential 

of this area.

kith your assistance, and that of many others, the Department has completed 

a great deal of study on NPP.-A, and has prepared legislation vl ich will be 
sent to Congress v/ithin the statutory deadline. The Secretary has assignee 
me the lead role in representing the Administration or. this legislation, 

and my first objective is to continue the excellent working relationships 
which have been formed during the various studies. To begin, I wo.ild like 

to sponsor, at your earliest opportunity, a briefing and discussion ces­

sion, at which time we will outline the various provisions of the legisla­
tive approach proposea by the Department. While the bill itself is still 
in the internal clearance process of the Executive branch, I have attached 

a copy of the Secretary's letter to the President setting out the features 
of our proposal.

Eased on work you have done during the study period, and other expression*, 
of opinion, I believe you will be pleased with the direction and balance of 
the proposed legislation. Hie basic proposal is for ELM management of the 

area, which is to be designated as a National Conservation Area.

Frocpt oil and gas exploration through a leasing program is emphasized, ard 

is coupled with the creation of several special management areas to protect 

the unique surface resources of the UCukok Uplands, Teshekpuk Lake area, 
the Colville P>iver Valley and Icy Cape/Kasegaluk lagoon. In addition, the 

legislation protects continued subsistence uses of the area for local rural 
residents and sets up broad, flexible leasing authority for the region.
..cat important, the legislation provides for extensive public participation 

in developing the land use plan and leasing program. Other provisions arc



set out in the Secretary's letter, but these are the key concepts. We 

believe we have constructed a bill which is sensitive to the environmental 
and social needs of the NPR-A region while fostering the necessary 
p' :roleura exploration to meet the energy demands of the nation as a whole.

We are extremely interested in meeting with you informally as soon as pos­
sible to discuss the proposal which we will be presenting to Congress. I 

an anxious that these sessions begin soon and continue into next year, so 
that we work together toward a satisfactory program for this important 
area.

I intend to do as much as I can personally to lead these discussions, but 
I do not want to delay starting them if I cannot attend. To facilitate 
this, I have asked Curt McVee, the Alaska State Director for the Bureau of 
Land Management, Jerry Gilliland, the Secretary's representative in Alaska 

and Diane Josephy of ray staff, to set up early meetings with you since I 
have no plans to travel to Alaska before the first of the year. Of course 
if you are in Washington, please let me know so that both BLM Director 
Frank Gregg and I can discuss this issue with you.

I look forward to meeting with you on the proposed legislation and on the 
plans for the future of this region.

With best regards, I am

Sincerely,

Guy R. Martin 
Assistant Secretary for 
Land and Water Resources

Enclosure 

cc: v/Mr. Tom Sraytht'
Mr. John Bucholdt



LETTER OF INTENT 
TO ACCOMPANY 

CSHB 298 (Resources)

It is the intent of the Legislature that the Department of Revenue 
rely on the fo)lowing analysis of Committee Substitute for House Bill 
298 (Resources) and P.L. 96-514, Title 1, Sec. 100 when administering 

this Act. In particular, it is the intent of the Legislature that the 
Department determine if a subdivision is "most directly or severely 
impacted" by oil and gas development in the National Petroleum Reserve - 
Alaska for purposes of Sec. 2(c) of this Act in a manner consistent with 
the analysis of such impacted communities provided in this letter of 

intent.

CSHB 298 (Res) implements the revenue-sharing provisions of P.L. 
96-514, Title 1, Sec. 100 (1380) dealing with the Interior Department's 
oil and gas leasing program ir. the National Petroleum Reserve - Alaska. 
This leasing and revenue shading program was part of the Interior 
Department Appropriations Act of 1981.

CSHB 298 (Res) establishes a state program which carries out the 
legislative intent of the federal act, which states as follows:

"That 50 per centum thereof (rentals, bonuses, royalties, etc.) 
shall be paid by the Secretary of the Treasury ... to the State of 
Alaska for (a) planning; (b) construction, maintenance, and 
operation of public facilities; and (c) other necessary provisions 

of public service.
PROVIDED FUEThER, that in the allocation of such funds, the State 
shall give pr:.ority to use by subdivisions of the state most 
directly or severely impacted by development of oil and gas leased 
under this section." 42 U.S.C. Sec. 6508

The purpose of this provision is to provide a source of funds for 

dealing with impacts related to the NPR-A oil ano gas leasing program. 
The provision states that the funds are to be used for "planning," for 
"construction," and "operation of public facilities" and for "other 

necessary" public services. The purpose was also to allocate these 
funds to communities where the impacts ore "most directly or Severely" 
felt . The provision requires the state to give "priority" to 
subdivirions "most directly or severely impacted" by the NPR-A leasing 

program in "the allocation of such funds." This will rule out the 
possibility of a statewide revenue-sharing program or even one designed 
to ameliorate oil and gas development impacts in general. The purpose 
is restricted by federal low to communities suffering the effects of the 

NPR-A leasing program.

The federal provision does not expressly define further than this 
which communities could qualify for impact ct.uds. Certainly the North 
Slope Borough would qualify since the program affects the Borough in the 
most "direct" way possible, being entirely inside of it. This is



consistent with the statutory predecessor to the federal revenue-sharing 
provision. P.L- 94-258 (1976), which transferred jurisdiction over the 
NPR-A from the ] avy to the Interior Department, authorized the Secretary 

to assist impacted communities "located on or near the reserve as a 
direct result of the exploration and study activities, Sec. 107.

The language in the 1980 Act allows the State more leeway in 
allocating funds to local communities than the 1976 Act; nonetheless, 
the intention is to abide by the limitation that funds be allocated to 
communities "most severely or directly impacted." This bill should be 
implemented with the degree of flexibility necessary to cover such 
eventualities, but restrained by the purpose of the federal provision.

This approach would also be consistent with similar interpretations 
of the courts of federal law and federal programs. The U.S. Supreme 
court recently interpreted the Coastal Zone Management Act's "directly 
affecting" language in the SECRETARY OF THE INTERIOR v. CALIFORNIA. The 

court found that for an affect to be direct there had to be a 
significant, physical alteration of an area; in this case, California s 
coastal zone. When Congress adopted the Coastal Energy Impact Program 
(16 U.S.C. 1456 (a)) it limited loans and grants to coastal states and 
local governments actually in the coastal zone. Also, Senator Stevens' 
OCS revenue-sharing bill, S.800, would qualify only coastal local 
governmentr to receive OCS revenue-sharing funds. Thus, in other, 
similar situations, both Congress and the courts narrowly relate direct 
affects on a geographic basis, providing a sound, factual underpinning 
to federal revenue sharing for adverse affects of specific federal 

programs.

Representative John Ringstad, 
Co-chairman, House Resources Committee
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THE LEG IS LA ill KL Ut THE bl'AlE Or ALASNA
TWELFTH LEGISLATURE 

FISCAL NOTE

Laso oj-Hrm/
• (ZM/vn’Wec.

I. REQUEST
Bill/Resolution Number: _________________________________
Title: Establishing a National Petroleum Reserve. Alaska. Special Revenue
Fund

CSS3 835(Fln) (5/10/82)

Requested by: 
Date: 5/13/82

Senate Finance Committee

II. FISCAL DETAIL 
Agency Affected: Department of Revenue
Program Category Affected: Revenue Collection and Management
BRU, Program, or Subprogram(s) Affected: Treasury Management
(Note: If more than one budget component is affected, separate line-item 

amounts and furling for each eomp> .lent in the analysis section.)

EXPENDITURES (Thousands of Dollars/
FY 82 _FY 83 FY 84 

_______

FY 85 I FY 86 FY 87

100 PERSONAL SERVICES - 15.7 • 17.3
1

- -

200 TRAVEL - - - | - -
300 CONTRACTUAL - 48.0 48.0 - | - -
400 COMMODITIES - 2.0 2.0 | - -
500 EQUIPMENT - - - | - -
600 LAND & STRUCTURES - - - | - -
700 GRANTS,CLALMS,ETC - - - | - -
800 MISCELLANEOUS - — -

mt . " 1 - -

TOTAL -
_

65.7 67.3 —
1

-INDETERMINATE— —

FUNDING (Thousands of Dollars)

GENERAL FUND I - I 65.7 I
FEDERAL FUNDS I - I - I
OTHER (Specify Source)! I I

67.3 I

■I-
I

- I

POSITIONS
•I-

FULL TIME 
PART TIME 
TEMPORARY

- I - I
I -11/6mm I 1/6mm I
I ' - I - I - I 
.| 1 1 1.

- I

■I-

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

Establishes a National Petroleum Reserve, Alaska, Special Revenue Fund. Consists of 
amouncs received by it from federal government for leasing of oil & gas tracts in 
National Petroleum Reserve, Alaska. Commissioner of Revenue to Invest fund. Monies 
to be disbursed as grants and used directly by legislative appropriation from fund.

Personal Services for half-time Accounting Tech. II (14,G) for
accounting/reporting/allocation/distribution. Contractual Scrvies: Comm. $5.0; Print
& Adv. $5.0; Safekeeping and related reporting/accounting $32.0; Audit $3.0; Misc. 
$3.0.
Above analysis of costs valid for range of rocelpts/ave. fund balance of $50-100 
million, use of special revenue fund char, is not a separately invested fund but with 
separate accountability. FY 85-87 listed as indeterminate because rate of drawdown 
unknown. Xf,
IV. DATE: May 13, 1982 FREPARED BY: Anselm C. Staack, Treasury

AGENCY: 
PHONE:Original: Legislative Finance 

cc: Budget and Management
Prime Sponsor (First Legislator Named) 

33-001 (Rev. li/Sl)

Comptroller 
Dept, of Revenue, Treasury Dlvison 
465-2350



••'% • ’
STATE OF ALASKA
FISCAL NOTE

I. REQUEST

Bill/Resolution No: HB 298_________
Title: National Petroleum Reserve
Alaska Special Revenue Fund_________

Sponsor: Adams________________________

II. FISCAL DETAIL

Revision Date . 1983

i: REVENUE

Requestor: Resources and Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)

Program Category Affected: Revenue

Collection and Management 

BRU, Program of Subprogram(s) Affected: 
Treasury Management________________________

I
OPERATING

1 FY 83 I FY 34 I FY 85 I FY 86 I FY 87 I FY 88

J_________I______ I________I_______ I_______ I_____
I 100 PERSONAL SERVICES

j 200 TRAVEL
| 300 CONTRACTUAL
j 400 COMMODITIES

i 500 EQUIPMENT
j 600 LANDS & STRUCTURES

| 700 GRANTS, CLAIMS, ETC.

I

I. TOTAL OPERATING | INDETERMINATE- j

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
i GENERAL FUND 

| FEDERAL FUNDS 
j OTHER (Specify Source)

POSITIONS:

| FULL-TIME 

j PART-TIME 
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate

Prepared By: Cathy Poe

Division: Treasury_____

for any Analysis,

Approved by Commissioner: . Robert D. Heath 
Department: Revenue A.iv.vueiA K  O i r ™ Z

Phone: 

D a t e :

Date:

465-2350

4/28/83

■J
Distribution:

Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills) 
Copy to Department (for Governor introduced bills)
Copy to Sponsor

Copy to Requestor (if different from Sponsor)
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C A R Y  O .  B A C H M A N  

E L L E N  L .  P A R T R I D G E  

R .  K E I T H  G U T H R I E  

P E T C R  D .  D I C K S O N

MEMORANDUM

rO: Mayor Eben Hopson
North Slope Borough

Edward Hopson 
President
Arctic Slope Regional Corporation

FROM: G. William Frick,

RE: Summary of NPR-A Meeting

This memorandum will summarize the meeting held with, 
representatives of the Arctic Slope Regional Corporation, North 
Slope Borough and others in Anchorage on December 7, 1979. The 
persons who attended the meeting are on the attached list.

A. Arctic Gas Pipeline

The first item of discussion was a presentation by Jack 
Bachman (907-27L-2900), the Alaska representative of Northwest 
Pipeline, who provided an update on the Salt Lake City meeting 
between Mayor Hopson and other Borough representatives, and John 
McMillian and Northwest Pipeline staff. Bachman indicated that 
Northwest Pipeline was pleased with the interest of the North 
Slope Borough to participate -in some manner in the project and 
was interested in providing an opportunity for the local as well 
as state involvement if possible. He did note that state actions 
thus far had been disappointing. He indicated that Northwest 
Pipeline hoped to begin civil'construction in 1981, begin laying 
pipe in 1982, and finish the line in the warm weather of 1985.



He pointed out that the Northwest Pipeline Company has no 
direct responsibility for the ;^nditioning plant, although it 
is extremely interested in its construction as an essential part 
of the overall system. While the state has indicated it wants 
to do "something" on the conditioning plant, it has not yet 
formulated a position. Bachman did note that moving the condi­
tioning plant to Fairbanks would prevent the pipeline from be3 4g 
built. Northwest Pipeline is looking at producers as "overrun 
insurance," who will be turned to if necessary for completion 
of the line; the Department of Justice has problems with pro­
ducers owning the line. Larry Dinneen pointed out that ARCO has 
expressed interest in knowing what the North Slope Borough and 
ASRC plan to do regarding the conditioning plant.

Mayor Hopson expressed concern about the failure of the 
North Slope Borough to have been consulted on issues surrounding 
the conditioning plant and the pipeline that affect the North 
Slope Borough. He also emphasized that while NSB had proposed 
having some involvement,- it was subject to further decisions and 
negotiations involving the NSB and ASRC.

Follow-up actions from the discussion with Bachman are;

1. This firm is to contact Howard Butner, Vice President 
for Finance of Northwest Alaska Pipeline in Washington. 
Butner apparently has a variety of studies and other 
documents regarding various financial schemes for 
financing the pipeline that may be of use to the NSB
in reviewing its potential participation.

2. This firm is to develop a brief analysis summarizing 
what nas transpired with the gas pipeline to date
and to prepare recommendations to the Borough on what 
future actions to take on this issue.

B. NPRA Legislation

The next item discussed was the position of ASRC and NSB 
on the NPRA legislation now being drafted by the Department of 
the interior. Under this legislation NPR-A would be designated 
a "National Conservation Area." Mayor Hopson emphasized that the 
North Slope Borough supported any effort, including private 
leasing, that would open up NPR-A for exploration and development 
as the North Slope Borough's contribution to the national goal 
of improving energy supplies. Mayor Hopson emphasized that the 
Borough has always supported onshore development.

There was general agreement with the basic statutory posi­
tions that DOI had indicated would be included in the legislation.



Conrad Bagne suggested that the bill include provisions allowing 
local access to non-commrrcial and commercial discoveries found 
near communities on the lorth Slope. Herb Bartel pointed out 
that the BLM had already developed several years of planning 
analysis and data on NPR-A and that this experience should not 
be lost in the transition to the NCA management scheme.. In 
particular, with respect to the four areas that were to be given 
special attention, the governmental offices charged with' respon­
sibility for those special areas,' assuming it is not BLM, should 
be required to utilize BLM analysis.

Jon Buchholdt noted that the four areas cited for special 
consideration are possibly the most promising for private 
leasing; the boundaries, terms, and access of those areas should 
be examined carefully to insure development is not precluded.
Herb Bartel also observed that the protection for fishing sites 
should not be limited to designated sites but rather to "systems" 
that would allow movement within fishing areas as the fish popu­
lations, and other influences on fishing, change.

With respect to the leasing systems, it was pointed out that 
a "nominating" system should be used in order to give the Borough, 
as well as the federal government, advance notice of what areas 
should be studied to determine the n^ed for environmental or 
other protection. There was general agreement that any leasing 
system should, to the maximum extent possible., utilize bids that 
would internalize non-economic factors such as environmental 
protection and local hire. In addition, local considerations 
and provisions encouraging participation by small companies 
should be included into a system. Senator Gravel apparently is 
looking into developing such a program independently of the 
Department of the Interior. It was also pointed out that the 
Teshekpuk Lake had already been identified as an area that should 
be protected for the Native community. This should be kept in 
mind as the provisions regulating the Teshekpuk Lake area are 
formulated.

Senator S.tevens joined the meeting at this point and made 
the following-comments:

1. He considers the letter of Acting Secretary Joseph, 
regarding the legislative program of NPR-A, to be 
balanced but is concerned about those areas that DOI 
proposes to "set aside." He also feels that any 
provisions relating to the Mineral Leasing Act may 
present problems.

2. He is concerned about the revenue sharing provisions j  
and feels it may be hard to hold the 5C% now proposed j
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\ to be allocated to the state because of the large
royalty already received by the state from Prudhoe Bay. 
Provisions guaranteeing local shrre from the revenues 
to the state would help maintain this provision;_______

3. He supports the NCA being administered by the BLM but
is concerned about BLM continuing to apply the approaches 
they have traditionally followed under the Mineral Leasing 
Act. Stevens indicated he was meeting with Guy Martin 
on the legislation on December 10.

4. He is quite committed to keeping this bill separate from 
D-2 and indicated that this was the view of Secretary 
Andrus. Senator Stevens cautioned about trying to put 
D-2 related Native amendments on the bill when it comes 
from the House.

5. Senator Stevens vigorously emphasized the need to slow
the Beaufort Sea sale. He is very concerned about drill­
ing in the Beaufort Sea ard faels that the international
situation will result in a compressing of the time for

• leasing of NPR-A.

6. He is very interested in getting small companies
involved in the development of NPR-A.

7. He supports the efforts to find a new agency or
agencies to fund and administer NARL. He mentioned
also the possibility of turning over the gas field 
at Barrow to the North Slope Borough and providing 
authority for requiring federal facilities to pay 
for gas from the field.

In the afternoon we were joined by representatives of the 
Department of the Interior: Gerry Gilliland, Curt McVie, Irene 
Rowan, Jim Wicks, and Ed Eisenson.

Gerry Gilliland outlined the Department's views on the 
legislation. He emphasized that the legislation is to encourage 
oil and gas development while protecting the unique surface 
values and lifestyle of the native residents. BLM is to admini­
ster the area in a multiple use manner and the local residents 
are to assist BLM in land use planning and in its lease program.
He noted also that the bill included language that would lead 
to transfer of the Barrow gas’field to the North Slope Borough.

With respect to leasing, the Department hopes to have a 
minimum time schedule that would result in the first lease within 
twenty months of the legislation. The legislation would provide
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broad leasing authority to the BLM to establish terms and condi­
tions. He emphasized that the authority would allow stipulations 
to protect the environment and require access yet he noted that 
the proposal did not have any corridors specifically set aside.
He said that the bill would provide the Secretary with discre­
tionary authority to lease minerals but only local leasing of 
coal would be specifically allowed. The report from Gilliland 
basically coincided with the information provided in Under­
secretary Joseph's letter.

Gilliland indicated that the legislation was being reviewed 
within the Administration but that there had been no major 
changes proposed. The only objections from other agencies 
involved issues unrelated to the direct administration of NPR-A, 
e.g., the Department of Justice was concerned about anti-trust 
language, some agency was concerned about the size of the 
tracts being too large and thereby inhibiting participation 
by local companies, and there was concern over the name of 
the NCA. Gilliland does not know the exact timetable for 
submission of the bill to Congress but expects it to happen 
before January. He felt it was too late for any additional 
input at this time from the local community although the 
Department remains interested in the local reaction.

With respect to the four special areas he emphasized that 
the bill would only have Congress stating that BLM is to give 
those areas special consideration; it would be left up to the 
BLM, after consultation with an Advisory Committee, to determine 
exactly what those special considerations should be. BLM.proposes 
to use the Federal Land Policy Management Act (FLPMA) planning 
process to establish appropriate restrictions. He also pointed 
out that Section 603 of FLPMA would not apply nor would the 1876 
Mineral Act. This would preclude hard rock mining and provide 
no protection of existing claims. It was pointed out by Charlie 
Edwardson that there might be some outstanding claims that existed 
before the formulation of NPR-A.

Gilliland agreed that the leasing approach authority in the 
bill would allow internalization of costs but such leasing would 
not be mandated by the legislation.

Mayor Hopson emphasized the importance of sharing information 
from prior exploration of NPR-A inasmuch as the data is a key 
factor affecting exploration on the Slope. Mayor Hopson expressed 
his desire that the legislation should turn over leasing totally 
to private companies so that the Federal government would not 
be involved in the actual exploration.



Gilliland agreed that the applicability of the North Slope 
Borough ordinances to activities taking place in NPR-A would be 
part of the planning process. This means that the BLM could 
decide to apply them but that they were not automatically 
incorporated into the plan. He also noted that there was no 
local hire provision in the bill, which produced substantial 
discussion about the need for such provision. Gilliland and 
Curt McVie agreed that this was a point that deserved additional 
examination and indicated a willingness to have the Department 
consider taking a position on such a provision in the letter of 
transmittal of the bill to Congress or in the testimony of the 
Administration on the bill, inasmuch as it was too late to make 
any change to the legislation at this point.

Follow-up activities.

1. We should draft for the Department of the Interior an 
analysis of the need for an affirmative .iction program 
mentioning the adverse economic as well as societal 
impacts of not utilizing local residents, We should 
also draft appropriate language for such provision.

2. We should write to che Department requesting that 
they include reference to such a provision in their 
testimony or in the letter of transmittal to Congress.

3. We should attempt to have included in the legislation 
a specific guarantee of a portion of the state',' 
revenue being allocated to the North Slope Borough.

<. We should examine other National conservation areas, 
and BLM regulations regulating activities in those 
areas, to identify deficiencies in the management 
program that should be addressed in the legislation or 
in Report langaage.

ccr Conrad Bagne Oliver Leavitt
Tom Smythe Larry Dinneen
Jon Buchholdt Jim Wickwire
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Anchorage, Alaska
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Conrad Bagne, NSB
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Gerry White, NSB

Ralph Anderson, NSB

Bob Dupere, NSB

Lou Dishner, Lobbyist for NSB

Larry Dinneen, ASRC

Oliver Leavitt, ASRC

Eddie Hopson, ASRC

Jim Wickwire, Seattle

Bill Van Ness, Washington, D. C.

G. William Frick, Washington,.D. C. 

Ken Forsen, Arctic Technical 

Services

Jack Bachman, North West Pipeline



PROPOSED HOUSE RESOURCES COMMITTEE 
LETTER OF INTENT TO ACCOMPANY 

HOUSE BILL 298

It is the intent of the legislature that the Department of Revenue rely on 
the following analysis of House Bill 298 and P.L. 96-514, Title 1, Sec. 100 
when administering this Act. In particular, it is the intent of the legis­
lature that the Department determine if a subdivision is "most directly or 
severely impacted" by oil and gas development in the National Petroleum 
Reserve-Alaska for purposes of Sec. 2(c) of this Act in a manner consistent 
with the analysis of such impacted communities provided in this letter of 
intent.

HB 298 implements the revenue sharing provisions of P.L. 96-514, Title 1, 

Sec. 100 (1380) dealing with the Interior Department's oil and gas leasing 
program in the National Petroleum Reserve-Alaska. This leasing and revenue 
sharing program was part of the Interior Department Appropriations Act of 
1981.

HB 298 establishes a state program which carries out the legislative intent 
of the federal act, which states as follows:

"That 50 per centum thereof (rentals, bonuses, royalties, etc.) shall 
be paid by the Secretary of the Treasury...tc the State of Alaska for 
(a) planning; (b) construction, maintenance, and operation of public 
facilities; and (c) other necessary provisions of public service. 

PROVIDED FURTHER, that in the allocation of tuch funds, the State 
shall give priority to use by subdivisions of the state most directly 
or severly impacted by development of oil and gas leased under this 
section." 42 U.S.C. Sec. 6508

The purpose of this provision is to provide a source of funds for dealing 
with impacts related to the NPR-A oil and gas leasing program. The 
provision states that the funds ate to be used for "planning," for 

"construction," and "operation of public facilities" and for "other 
necessary" public services. The purpose was also to allocate these funds 
to communities where the impacts are "most directly or severly" felt. The 
provision requires the state to give "priority" to subdivisions "most 
directly or severly impacted" by the NPR-A leasing program in "the 

allocation of such funds." This will rule out the possibility of a 
statewide revenue sharing program or even one designed to ameliorate oil 
and gas development impacts in general. The purpose is restricted by 
federal law to communities suffering the effects of the NPR-A leasing 

program.



The federal provision does not expressly define further than this which 
communities could qualify for impact funds. Certainly the North Slope 
Borough would qualify since the program affects the Borough in the most 
"direct" way possible, being entirely inside of it. This is consistent 
with the statutory predecessor to the federal revenue sharing provision. 
P.L. 94-258 (1976) which transferred jurisdiction over the NPR-A from the 
Navy to the Interior Department authorized the Secretary to assist impacted 
communities "located on or near the reserve as a direct result of the ex­
ploration and study activities, Sec. 107.

The language in the 1980 act allows the state more leeway in allocating 
funds to local communities than the 1976 act, nonetheless, the intention is 
to abide by the limitation that funds be allocated to communities "most 
sf arly or directly impacted." While this would exclude slow, impercep­
tible or other non-severe or direct growth related impacts in areas outside 
of the Borough, it would not exclude impacts anticipated to be severe and 
direct such as those related to development, production and transportation 
of commercial quantities of oil and gas. Thus, for example, a firm making 
a major discovery of oil in NPR-A might need to significantly expand its 
base of operations in Anchorage, including office construction, placing an 
acute, possibly severe impact on that community. Major pipelines could 
also result in impacts crossing the Borough's boundaries. This bill should 
be implemented with the degree of flexibility necessary to cover such even­
tualities, but restrained by the purpose of the federal provision.

This approach would also be consistent with similar interpretations of the 
courts of federal law and federal programs. The U.S. Supreme Court re­
cently interpreted the Coastal Zone Management Act's "directly affecting" 
language in the SECRETARY OF THE INTERIOR V. CALIFORNIA. The court found 
that for an affect to be direct there had to be a significant, physical 
alteration of an area, in this case, California's coastal zone. Wien 
Congress adopted the Coastal Energy Impact Program (16 U.S.C. 1456 (a)) it 
limited loans and grants to coastal states and local governments actually 

in the coastal zone.- Also Senator Stevens' OCS revenue sharing bill S. 800 
would qualify only coastal local governments to receive OCS revenue sharing 
funds. Thus, in other similar situations both Congress and the courts 
narrowly relate direct effects on a geographic basis, providing a sound 

factual underpinning to federal revenue sharing for adverse effects of 
specific federal programs.
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. ANALYSIS (HB 298)

This bill establishes a "National Petroleum Reserve, Alaska, Special 
Revenue Fund." It would be funded by receipts from the federal 
government for leasing of oil and gas tracts in the National Petroleum 
Reserve, Alaska (NPRA). The comissioner of revenue is to invest the 
fund. Monies of the fund are to be appropriated by the Legislature, half 
to the state and half to subdivisions in the state directly affected by 
oil and gas development in the NPRA.

Costs will be incurred; however, due to the fact that amount and grade of 
oil in the NPRA has not been determined, the size of the fund is 

unknown. Safekeeping, accounting, audit, and commission costs would be 
incurred each year the fund exists. This fund would be invested with the 
General Fund, but accounted for separately.
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