


BILL SHEFFIELD, GOVERNOR

J

DEPARTMENT OF REVENUE
TREASURY DIVISION

ELEVENTH FLOOR 
STATE OFFICE BUILDING  
POUCH SB
JUNEAU, ALASKA 99811 
PHONE:

M a y  23. 1984

T h e  H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  
S e n a t o r
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  9 9 811

D e a r  S e n a t o r  S t u r g u l e w s k i :

At y o u r  req u e s t ,  I w o u l d  like to o f f e r  the f o l l o w i n g  e x p l a n a t i o n  
of the D e p a r t m e n t  of R e v e n u e ' s  u n d e r s t a n d i n g  of SCS CS H B  298 
( F i n a n c e ) .

S e c t i o n  1 (1) of the bill s t a t e s  th a t  "the s t a t e  s h all r e c e i v e  
50 p e r c e n t  of the r e c e i p t s  d e r i v e d  f r o m  c o m p e t i t i v e  l e a s i n g  in 
the N a t i o n a l  P e t r o l e u m  R e s e r v e  in A l a s k a . "

In s e c t i o n  2 (c) the bill s t a t e s  that it is the i n t e n t  of the 
l e g i s l a t u r e  to a p p r o p r i a t e  to m u n i c i p a l i t i e s  50 p e r c e n t  of "the 
a m o u n t  r e c e i v e d  f r o m  the f e d e r a l  g o v e r n m e n t  u n d e r  43 U.S.C. 
1337." It is thus the D e p a r t m e n t ' s  u n d e r s t a n d i n g  th a t  the 
l e g i s l a t u r e  i n t e n d s  to a p p r o p r i a t e  50% of the a m o u n t  recei v e d ,  
not 50% of the a m o u n t  in the s p e c i a l  r e v e n u e  fund, w h a t e v e r  
that a m o u n t  m a y  be, to m u n i c i p a l i t i e s .

In a n y  event, the a m o u n t  p a i d  to m u n i c i p a l i t i e s  is n e i t h e r  
c o n s t r a i n e d  nor m a n d a t e d  by this l e g i s l a t i o n  but w i l l  be 
d e t e r m i n e d  by f u t u r e  a p p r o p r i a t i o n s .

S i n c e r e l y  y o u r s

M i l t  B a r k e r  
D e p u t y  C o m m i s s i o n e r

M B / g b

cc: R o b e r t  D. H e a t h

(M.D12LH



S e n a t e

Committee on Eesoutces
M E M O R A N D U M

TO: S e n a t e  R e s o u r c e s  C o m m i t t e e  M e m b e r s  j
k
i

F ROM : S e n a t e  R e s o u r c e s  C o m m i t t e e  S t a f f

RE: C o m m i t t e e  M e e t i n g ,  M o n d a y ,  M a y  7th
f
!

D ATE : M a y  7, 1984

On M o n d a y ,  M a y  7t h at  3:00  p m  in t h e  B e l t z  Room, t h e  S e n a t e  
R e s o u r c e s  C o m m i t t e e  w i l l  h e a r  t he  f o l l o w i n g  bill:

H B  298 ( J u d ) , E s t a b l i s h i n g  a N a t i o n a l  P e t r o l e u m  R e s e r v e - A las k:a (NPR- A ) 
S p e c i a l  R e v e n u e  Fund.-

HB 298 (Jud), e s t a b l i s h e s  a N a t i o n a l  P e t r o l e u m  R e s e r v e ,  A l a s k a ,  
S p e c i a l  R e v e n u e  Fund. T h i s  fu nd  is e s t a b l i s h e d  to c o m p l y  w i t h  
the  f e d e r a l  a c t  w h i c h  p r o v i d e s  t h a t  A l a s k a  s h a l l  r e c e i v e  50 
p e r c e n t  o f  all  th e r e c e i p t s  d e r i v e d  f r o m  c o m p e t i t i v e  f e d e r a l  oil  
a n d  ga s  l e a s e s  in th e  state. Th e  b i l l  r e q u i r e s  th e C o m m i s s i o n e r  
of R e v e n u e  to p a y  50 p e r c e n t  o f  th e  a m o u n t  r e c e i v e d  f r o m  the  
f e d e r a l  g o v e r n m e n t  to th e  s u b d i v i s i o n  o f  the s t a t e  t h a t  is m o s t  
d i r e c t l y  o r  s e v e r e l y  i m p a c t e d  by  d e v e l o p m e n t  o f oi l a n d  g a s  
l e a s e d  u n d e r  43 U S C  1337. The  l e g i s l a t u r e  w i l l  r e v i e w  t h i s  
p e r c e n t a g e  an nu a l l y .

B a c k - u p  i n f o r m a t i o n  is a t t a c h e d .



RECEIVED I
CEPA37MENT Or REVEIIU

L . - — )IUN 23 1983

Bureau of Land Management

OF THE COMMISSIONER

JUNE : 1983 I

\/.i U.S.. DEPARTMENT OF THE INTERIOR 701 C STREET ANCHORAGE ALASKA 99513

THIR D  NPR-A O IL  AND GAS LEASE SALE SCHEDULED FOR ANCHORAGE

GRAVEL SOURCES FROM NPR-A CANNOT BE USED OUTSIDE THE RESERVE

The Department o f the Interior’s Solicitors Office has reaffirmed that gravel mined within 
the bounds o f the National Petroleum Reserve cannot be used for offshore development or 
for projects outside the reserve’s boundary. Inquiries as to the availability o f the gravel 
lead to the opinion. According to  the Naval Petroleum Reserve Prot v tion Act o f 1976 
gravel w ithin NPR-A can only be used for local Native municipal purposes or for 
development o f federal leases on the reserve.



\C ^ A ^ . u c j o u e . ,

z>ystem-Southwest 4 ,000 4 ,000 4 ,000 4 ,500
A 5,500 6 ,000 6 ,000 6 ,000

vice Related Charqes

Court System 4 ,200 4 ,500 4 ,500 4,500
Other 5.900 6 .000 6 .500 7 ,000  L

fotal State Resources

Revenues 1 .5 5 2 .4 0 0  1 .3 7 6 .4 0 0 1 ,3 2 7 ,9 0 0 1 ,3 7 8 .0 0 0

Miscellaneous Revenues 10,900 10,000 10,000 10,000

lotal Unrestricted Revenues 3 .6 3 1 ,0 0 0  3

ooGO (14 ) 3 ,4 1 8 ,2 0 0 3 .5 6 5 .7 0 0

(1) AS 43.21 was repealed pursuant to Ch. 116 SLA 1981 effective January 1982, and thereby all multistate 

corporations were subject to various apportionment methods specified in AS 43.20. Due to the number of inquiries 

requesting information, collections are separated between those oil/gas corporations filing under AS 43.20.072 and ; 

those corporations filing otherwise.

(2) The upward adjustment in FY 84 is due to recent finalized litigation in favor of the state on past years* 

gross receipts (i.e. prior to 1979). Other cases are pending and as such this number is subject to change.

(3) The downward revisions in FY 85 and FY 86 reflect recent court decisions disallowing states* taxing of 

banks* interest income on U.S. securities. These projections also reflect current law under AS 43.70. -

(4) The January forecast for FY 84 assumed the 30 percent case; however, the FY 84 March estimates have been

changed to reflect the mean or average case. If the 30 percent case had been utilized for FY 84, the

aforementioned numbers would change to $1,334.2 million for production taxes and to $978.4 million for royalties, 

lhe forecasted numbers for FY 85 and fY 86 continue to assume the 30 percent case; however, if the mean case had 

been utilized for FY 85 and FY 86, the production taxes would change to $1,448.5 million and $1,509.4 million, 

respectively. The royalty figures would change to $1,092.4 million and $1,158.6 million, respectively.

(5) The figures reflect only the net amount to the state’s General Fund.

(6) Estimates reflect the following increased liquor taxes per Ch. 46 SLA 1983 effective July 9, 1983: malt 

beverages (from $0.25 to $0.35 per gallon); wines (from $0.60 to $0.85 per gallon); and hard liquor (from $4.00 to 

$5.60 per gallon).

(7) In FY 83, large fuel purchases were made from a consortium, and application for refund of airline jet 

fuel tax was applied for when the fuel was used for foreigi flights. These refunds were taken from the highway 

fuel tax account as prescribed in AS 43.40.010(h), thereby reducing net highway fuel taxes. Recent changes in 

statute allow for exception from the tax at purchase (AS 43.40.0l0(k)(1);'therefore reducing taxable jet fuel pur­

chases and increasing projected net highway fuel taxes over previous estimates.

(0) Net Permanent Fund contribution by Ch. 10 SLA 1980. (.

(9) The FY 03 figure reflects NPR-A lease sales of $57.1 million held January 27, 1982, and $9.7 mi.lion held

Hay 26, 1982, with the total amount of the lease sale split equaHy between the f.tate and federal government. The 

state's share ($33.4 million) is further equally divided between the General Fund and the Permanent Fund, lhe

C  FY 84 estimate does not include any revenues shared (50/50 basis) with the federal government from, the NPR-A Iojso

j sale held July 20, 1983. Although high bids totaled $16.7 million, leases have not been awarded until challenges

{__of the sale by the State of Alaska and the City of Barrow/Alaska Legal Services are resolved.

(10) Reflects state lease sales of $32.5 millioi hold May 26, 1982 (Sale 36--Beaufort Sea), $0.7 million held 

August 25, 1982 (Sale 37 -Tanana and Copper Rivar Basins and Sale 37A -Chakok River), $26.7 million held

September 28, 1982 (Sale 34 -Prudhoo Bay Uplands), $21.0 million held Hay 17, 1983 (Sale 39— Beaufort Sea), and 

$3.2 million held Septcfiber 28, 1983 (Sale 40--Uopcr Cook Inlet). Due to the timing of collections, some receipts

from the Hay 1982 and Hay 1983 lease sales are ...iown as FY 83 revenue and FY 84 revenue, respectively. FY 83 and

FY 84 figures represent tne General Fund's 50 percent share with the remaining 50 percent deposited in the 

Permanent Fund. ”■

(11) lhe Department of Natural Resources projects the following state lease sales to be held in 1984, 1985, 

and 1986; FY 84 (Sale 43— Beaufort Sea); FY 85 (Sale 41— Bristol Bay Uplands, Sale 46— Hoiitna Basin,

Sale 47— Kuparuk Uplands); and FY 86 (Sale 45 -Hope Basin, Sale 48— Kuparuk Uplands, Sale 49— Cook Inlet). 

However, bonus bids are inpossible to anticipate prior to sales and, therefore, no estimates are included.

(12) FY 83 includes that transition portion transferred ($109,535,000) from the i’ermanent Fund to the General

Fund per Ch. 81 SLA 1982. FY 84, fY 85, and FY 86 reflect only General Fund investnont earnings since Permanent

Tund earnings will be not only transferred to provide Permanent fund dividends, but will be distributed between

the Permanent Fund principal and the undistributed income account per Ch. 81 and Ch. 102 SLA 1982.

(13) Estimates reflect increased construction of roads and drilling pads as projected by the Department of 

Natural Resources.

(14) The state, per AS 38.05.180, will be granting incentive credits against royalties, severance taxes, and 

rentals to the oil companies for drilling exploratory wells. The anticipated deduction for FY 84 is approximately 

$12 million which has n t been subtracted from the aforementioned FY 84 figure of $3,418 4 million.



S E C T I O N A L  A N A L Y S I S  O F  CS H B  2 9 8  ( J U D I C I A R Y )

T i 1 1 e : E s t a b l i s h i n g  a N a t i o n a l  P e t r o l e u m  R e s e r v e - A l a s k a  (NPR-A) 
S p e c i a l  Revenue Fund and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e .

Se c t i o n  1 ; FINDINGS.

(1 )  C o n g r e s s  p r o v i d e d  by law (PL 9 6 - 5 1 4 )  t h a t  A la s k a  s h a l l  
r e c e i v e  50% o f  r o y a l t i e s  from o i l  and g a s  l e a s e  s a l e s  i n  t h e  
NPR-A.

(2 )  V i r t u a l l y  a l l  o f  t h e  NPR-A i s  w i t h i n  t h e  b o u n d a r i e s  o f  th e  
N orth  S l o p e  B orou gh .

(3 )  B e c a u s e  o f  t h e  c o n t i n u i n g  n a t u r e  o f  t h e  c o n g r e s s i o n a l  
a p p r o p r i a t i o n ,  t h e  b i l l  e s t a b l i s h e s  a s p e c i a l  fund to  comply  w i t h  
th e  f e d e r a l  d i r e c t i v e .

S e c t i o n  2 : NPR-A SPECIAL REVENUE FUND.

( a )  E s t a b l i s h e s  t h e  NPR-A s p e c i a l  r e v e n u e  fund c o n s i s t i n g  o f  
money r e c e i v e d  from t h e  f e d e r a l  g o v ern m en t  under  PL 9 6 - 5 1 4 .

(b)  P r o v i d e s  t h a t  C o m m iss io n e r  o f  Revenue w i l l  manage t h e  fu n d .

( c )  P r o v i d e s  t h a t  th e  c o m m i s s i o n e r  w i l l  pay to  t h e  s u b d i v i s i o n  
most  d i r e c t l y  or s e v e r e l y  im p a c t e d  by NPR-A d e v e l o p m e n t  any  
amount a p p r o p r i a t e d  by t h e  l e g i s l a t u r e  from t h e  fund f o r  t h a t  
p u r p o s e .  The l e g i s l a t u r e ' s  i n t e n t  i s  t h a t  50% o f  what i s  
r e c e i v e d  from th e  f e d e r a l  g o v e rn m e n t  w i l l  go to  t h e  s u b d i v i s i o n ,  
h o w e v e r ,  t h i s  p e r c e n t a g e  w i l l  be r e v i e w e d  a n n u a l l y .

(d )  and ( e )  P r o v i d e  t h a t  money r e c e i v e d  must be u se d  by b o t h  th e  
s t a t e  and t h e  s u b d i v i s i o n  f o r  p l a n n i n g ;  c o n s t r u c t i o n ,  m a i n t e n a n c e  
and o p e r a t i o n  o f  e s s e n t i a l  p u b l i c  f a c i l i t i e s ;  and o t h e r  n e c e s s a r y  
p u b l i c  s e r v i c e s .

S e c t i o n  3: IMMEDIATE EFFECTIVE DATE.



Official Business

Alaska S>tatE Slegislature
House of Representatives

A1 Adams
Chairm an  

Committee on Finance

W H IL E  IN  S E S S IO N  
Pouch  V  

S tate C ap ito l 
Juneau, A laska  99811 

(9 0 7 ) 465 -3706
O U T  O F  S E S S IO N  

P .O . B ox  333 
Kotzebue, A laska  99752 

(9 0 7 ) 442 -3320
1024 W . 6 th  

A nchorage , A laska  99501 
(907 ) 274-0615

M E M O R A N D U M

TO:

FROM:

DATE:

Senate Resources Committee Members

Representative A1 Adams 

May 5, 1984

SUBJECT: House B i l l  298

In 1980, Congress passed l e g i s l a t i o n  requiring Chat f i f t y  percent 
of  revenues received from o i l  and gas leas ing  in  the National  
Petroleum Reserve-Alaska (NPR-A) be passed on to the State of  
Alaska. The b i l l  further sp e c i f i ed  that the p r io r i ty  use for these  
funds would be for the s t a t e ’s p o l i t i c a l  subdiv is ions that are most 
d ir e c t ly  impacted by the development of  o i l  and gas in the NPR-A.
HB 298 assures that the s ta te  complies with the federal law. The 
b i l l  has s ince  been further refined in the House Resources and 
Judiciary Committees.

CS HB 298 (JUD) e s ta b l i sh e s  the NPR-A sp e c ia l  reserve fund in the 
Department of  Revenue for rece ipt  o f  th i s  money from the federal  
government. The commissions i s  directed to pay the e l i g i b l e  
subdiv is ion the amount appropriated by the l e g i s la t u r e  from the 
fund. This subdiv is ion i s  the North Slope Borough s ince  i t  i s  the 
subdiv is ion most d i r e c t ly  and severely  impacted by NPR-A lease  
sa le s  s ince  the NPR-A i s  e n t i r e ly  within the boundaries of the 
Borough. The b i l l  s ta te s  that i t  i s  the l e g i s l a t u r e ' s  in tent  that  
50% of  the amount received by the s ta te  from the federal government 
go to the subdivis ion.  This percentage would be reviewed annually.  
Money received must be used for pla:>uing, construction, maintenance 
and operation of e s s e n t i a l  public f a c i l i t i e s  and any other neces­
sary public s er v ic e s .

Please inform me i f  I can a s s i s t  you in a ay way as you analyze th is  
b i l l .
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 

FISCAL NOTE

REQUEST
B i l l /R eso lu t io n  No: CS HB 298(Jud)
T i t l e : National Petroleum Reserve

Special Revenue Fund_______________
Sponsor: House_Resources___________
Requestor: House Judiciary_________
Date of Request:___ 3-21-84___________

Revision Date 

FISCAL DETAIL
RevenueAgency A ffec ted :___________

Program Category Affected:

BRU, Program or Subprogram!s) Affected:  
Treasury

EXPENDITURES/REVENUES: (Thousands of  Dollars)

OPERATING
I FY 84 | FY 85 I FY 86 | FY 87 I FY 88 I FY 89
I

100 PERSONAL SERVICES | -  -  1 -  11 -  11 -  11 -  11
200 TRAVEL 1 ~ 11 -  11 1 -  11 -  11
300 CONTRACTUAL 1 -  1 -  11 -  11 -  11 -  11
400 SUPPLIES 1 -  11 1 -  11 -  11 -  11
500 EQUIPMENT 1 -  11 -  1I -  11 -  11 -  11
600 LANDS & STRUCTURES 1 -  11 * -  1I -  1 -  1 -
700 GRANTS, CLAIMS 1 -  1 -  11 -  ,f -  1 -  1
800 MISCELLANEOUS 1 -  1 ~ 11 -  11 -  11 -  11

TOTAL OPERATING 1 0 1 0 1 0 11 o 11 o I 0

1 CAPITAL |1 -  1 " 1 -  1 - 1 -  1 -

I REVENUE |1 -  1 -  I -  1 1 -  1 -

FUNDING: (Thousands of  D ol lars)
I GENERAL FUND | -  1 -  1 -  1 1 -  I -
I FEDERAL FUNDS | -  i -  1 -  1 -  1 -  1 -
1 OTHER j1 -  1 -  1 -  1 -  I -  1 -
I TOTAL j -  1 -  1 -  1 -  1 -  1 -

POSITIONS:
I FULL-TIME | -  I -  1 -  1 1 -  1 —
I PART-TIME ! -  1 -  1 -  1 -  1 -  I —
I TEMPORARY - I -  I -  1 -  1 -  1 -  1 -

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for  a n a ly s i s .

Milt Barker MBPrepared By: Phone: 465-2350
D iv i s io n :: Treasury Date: 3-21-84

Approved by Commissioner: Date: j / j  j A y
Agency: W O .  J C . , ,

D istr ibut ion  (by Agency preparing f i s c a l  note):  
L eg is la t ive  Finance 
L egis la t ive  Sponsor

 Requestor __
Off ice  of Management and Budget 
Impacted Agency(ies)



94 STAT. 2964

42 USC G508. 
42 USC 6t>04.

43 USC IV 12, 
17(2 .

42 L'SC 6302.

43 USC 1337.

Jud ic ia l review. 
Publication in 
Federa l 
Regisler.

PUBLIC LAW 96-514-D E C . 12, 1980

EXPLORA TION OP N A T IO N A L  PETROLEUM RESERVE IN ALASKA

F or necessary  expenses of ca rry in g  ou t the provisions of section lib 
of Public  Law 94-25S, a n d  for conducting  h e re a f te r  and with PAn 
ap p rop r ia ted  by th is  A ct and  by subsequen t  appropriation Acts, 
n o tw ith s tan d in g  any  o th e r  provision of law and  p u rsuan t  to such 
ru les and  regu la tions  as th e  S ec re ta ry  may prescribe, an  expeditious 
program  of com petit ive  leasing o f  oil and  gas in the National 
P e tro leum  Reserve in A laska , $107,001,000. to rem ain  available until 
expended: Provided, T h a t  (i> ac tiv it ies  u n d e r ta k e n  pursuan t to th* 
Act sha ll  include o r  provide for such  conditions, restrictions, ana 
prohibitions as th e  S ec re ta ry  deem s necessary  or  appropriate w 
m itigate  reasonab ly  foreseeable and  signif ican tly  adverse  effects on 
the  surface  resources of th e  N a t iona l  Pe tro leum  Reserve in AlaA3 
(the Reserve); (2) th e  provisions of section 202 an d  section 003 of jr.* 
Federa l Lands Policy and  M a n a g e m e n t  Act of l ‘J76 (90 Stat. 2.-53J 
sha ll  not be applicab le  to th e  Reserve; (3) the  f irs t  lease sale shall be 
conducted w ith in  tw en ty  m o n th s  of th e  d a te  of e n a c tm e n t  of this A-"-' 
Provided, T h a t  the  f irst lease sa le  shall  be conducted only afar 
publication  of n final e n v iro n m e n ta l  im pact s ta te m e n t  if such i> 
deemed necessary  un d e r  the  provisions of the  N a tiona l  Environir.es; 
Lai Policy Act of 1969 (42 U.S.C. 4322); (4) the  w ith d raw als  e s tab lish e s  
by section 102 of Public  l a w  94-258 a re  rescinded for the  purposescl 
the  oil an d  gas leiLsing program  au tho r ized  here in ; (;V bidding systems 
used in lease sa les  shall be based  on bidding system s included 
section 205(aXl) (A) th ro u g h  (H) of the  O u te r  C o n tinen ta l  Shelf Lsn-5 
Act A m en d m en ts  of 197S (92 S ta t .  629); (G) lease t rac ts  may encons* 
pass identified geological s t ru c tu re s ;  (7) the  size of lease trac ts  may to­
il p to sixty thousand  acres, as d e te rm in e d  b y  the  Secretary; (S) each 
lease sha ll  be issued for an in it ia l  period of up to ten years, and shall 
be ex tended  for so long th e re a f te r  as oil or gas  is produced from the 
lease in paying quan ti t ie s ,  or as d ril l ing  or  rew ork ing  operations, as 
approved by the  S< c re ta ry ,  a rc  conducted thereon; and  (9) all receipts 
from sales, rental;-, bonuses, an d  royalties on leases issued pursuant 
to th is  Act shall L-c paid into th e  T re a su ry  of the  U nited  States'- 
Provided, T h a t  50 per  cen tu m  th e re o f  shall  he paid by the  Secretary 
ot the  T reasu ry  sem ian n u a l ly ,  as soon as practicable  a f te r  March 3) 
and  Sep tem ber 30 each year ,  to the  S ta te  of A laska  for (a) planning, 
(b) construction, m a in ten an ce ,  an d  opera tion  of essentia l  public 
facilities, und (c) o th e r  necessary  provisions of public service: 
vidcd further, T h a t  in th e  allocation of such  funds, th e  S ta te  shall 
give priority  to use  by subdivisions of th e  S ta te  m ost directly of 
severely im pacted  by deve lopm ent of oil and gas leased under this 
Act.

Any agency of th e  U n ited  S ta te s  and  any  person au thorized  by the 
S ecre ta ry  may conduct geological and  geophysical explorations in the 
N ational P e tro leu m  Reserve in A laska  which do not in terfere  witn 
opera tions u n d e r  any  con trac t  m a in ta in e d  or  g ran ted  previously- 
Any inform ation acquired  in such exp lo ra t ions  shall bo subject to the 
conditions of 43 U.S.C. 1352(aXlXA).

Any action seek ing  judicial review of th e  adequacy  of any program 
or site-specific e n v iro n m e n ta l  im p ac t  s ta te m e n t  u n d e r  section 102 of 
'h e  N ational E n v iro n m e n ta l  Policy Act of 1969 (42 U.S.C. 4332) 
concern ing  oil and  gas leasing in the N ationa l  Pe tro leum  R e s e rv e -  
A laska  shall bo b a r re d  un less  b ro u g h t  in the  app rop ria te  District 
C ourt  within 60 days  nfter notice of the  availab ili ty  of r uch statement 
is published in the  Federa l  Register. Any proceeding on such action
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PUBLIC LAW 96-514-D EC . 12, 1980->.T> JV_>

■prhii-V
; ;  >:£#>& shall be assigned for h e a r in g  a t  th e  ea r l ie s t  possible d a te  and  sh a l l  be 
*•! •??•/•;b W ' expedited by such  Court, 

ion 104 Av- The detailed e n v iro n m en ta l  s tud ies  and  a ssessm en ts  t h a t  h av e

94 STAT. 2965

• • -a .<s - ofsection
■ a t io n a l  u w  91-190). w ith  regard  to the  f irst two oil and gas  lease sales in the
:e u n t i l  R a t io n a l  Petro leum  Reserve-Alaska: Provided .  T h a t  not m ore  t h a n  a
to th is  0f 2,000,000 acres  m ay be leased in these  two sales: Provided

m s, a n d  '•:£;%$$' further, T h a t  any  exp lora tion  or p roduction u n d e r ta k e n  p u r s u a n t  to 
r ia te  to  _ this section shall be in accordance  with section 104(b) of  th e  N ava l
.ects on  petroleum Reserves Produc tion  Act of 1976 (90 S ta t .  304; 42 U.S.C.

■i o \  t h e  . w; , ;- .  a d m i n i s t r a t i v e  p r o v i s i o n s
a t .  2743) '- V v P t'iT .r ;  ‘ .
■ sh a l l  be  am o u n t  a p p ro p r ia ted  for the  Geological S u rvey  sha ll  be
th is  Act; t r  :^^ ;^ '* rv3jiabK[or p u rchase  of not to exceed 22 passenger  m o to r  vehicles, of 
nly a f te r  • y c}, J9 \sha ll  be for rep lacem en t  only; r e im b u rse m e n t  to the
' such  isU/.-W slv p.,^eral Services A d m in is tra t io n  for security  g u a rd  services; con-

If I IV I

B u r e a u  o f  M i n e s  

MINES a\ p  M

h statemb 
such

n ? if2  miscel,aneous receipts.

JS?

■12 USC  G505. 

42 USC 4332.

; sys tem s  a '^and  m ain tenance  of necessary  buildings and a p p u r t e n a n t  facili-
iuded  in  - '2 ties- ecquisition of lands for observation wells; expenses  of  th e  U.S.
•If Lr. .ds Kational Committee on Geology; and p ay m en t  of com pensa iion  an d

•y encom- . • /  i jf 'A  aper.ses of persons o n v h e  rolls of th e  Geological S u rvey  appo in ted , 
:s m a y b e  V>.• ^authorise® by law, toY opresen t th e  U nited  S ta te s  in th e  negotia- 
•. (8) e a c h . - • ? : ; $ £  and adm inis tra tion  of i, . te r s ta le  compacts,
a n d  sha ll  \
from th e  

a tions ,  a s  1
.1 r e c e i p t s  - ■ -  ■ m i n e s  A?y> m i n e r a l s
pursuant • 
td States; r
Secretary 
March 30
p la n n in g .  ..........
:al public  ' '  development of m inera l  resources 'and  the  p reven tion  of w as te
-vice: P r o - ' :  ",;' 4 ^ ’£the  mining, m inera ls ,  m eta l  and minePul rec lam ation  industr ies ;
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Alaska State Legislature

Official Business

Senate
Pouch V 

State Capitol 
Juneau, Alaska 99811

M E M O R A N D U M  

TO: S e n a t o r  B e t t y e  F a h r e n k a m p

FROM: S e n a t o r  F r a n k  F e r g u s o n  

S U B J : H o u s e  B i l l  298

DATE: M a y  7, 19 8 4

I u r g e  f a v o r a b l e  c o n s i d e r a t i o n  o f  H o u s e  B i l l  2 9 8  b y  t h e  S e n a t e  
R e s o u r c e s  Com m i t t e e .  A  s i m i l a r  b i l l ,  SB 835, w h i c h  w a s  s p o n s o r e d  
b y  t h e  S e n a t e  F i n a n c e  C o m m i t t e e ,  p a s s e d  t h e  S e n a t e  in  1 9 8 2  b y  a 
1 4 - 0 2 - 0 4  vote.

A 1 t h o u g h  S B  8 3 5  p a s s e d  b o t h  H o u s e s ,  i t  w a s  v e t o e d  b y  t h e  
G o v e r n o r .  T h e  G o v e r n o r  w a s  c o n c e r n e d  t h a t  t h e  l a n g u a g e  o f  SB 835 
v i o l a t e d  t h e  d e d i c a t e d  f u n d s  p r o h i b i t i o n  o f  t h e  s t a t e  
c o n s t i t u t i o n .  H B  2 9 8  h a s  b e e n  c a r e f u l l y  d r a f t e d  t o  a v o i d  a n y  
p r o b l e m s  w i t h  the d e d i c a t e d  f u n d s  p r o h i b i t i o n .

L e t  m e  p r o v i d e  y o u  w i t h  a b r i e f  o v e r v i e w  o f  I1B 298. I n  1 980, 
C o n g r e s s  p a s s e d  l e g i s l a t i o n  r e q u i r i n g  t h a t  f i f t y  p e r c e n t  o f  
r e v e n u e s  r e c e i v e d  f r o m  o i l  a n d  g a s  l e a s i n g  in t h e  N a t i o n a l  
P e t r o l e u m  R e s e r v e  - A l a s k a  ( N P R - A )  b e  p a s s e d  o n  t o  t h e  S t a t e  o f  
A l a s k a .  T h e  b i l l  f u r t h e r  s p e c i f i e d  t h a t  t h e  p r i o r i t y  u s e  f o r  
t h e s e  f u nds w o u l d  be for t h e  state's p o l i t i c a l  s u b d i v i s i o n s  t h a t  
a r e  most d i r e c t l y  i m p a c t e d  b y  t h e  d e v e l o p m e n t  of  o i l  a n d  gas in 
t h e  N P R - A .  H B  2 9 8  a s s u r e s  t h a t  t h e  s t a t e  c o m p l i e s  w i t h  t h e  
f e d e r a l  law. T h e  b i l l  h a s  s i n c e  b e e n  f u r t h e r  r e f i n e d  in i ^ e  
H o u s e  R e s o u r c e s  a n d  J u d i c i a r y  C o m m i t t e e s .

CS HB 298'Jud) e s t a b l i s h e s  t h e  N P R - A  s p e c i a l  r e s e r v e  fund in the 
D e p a r t m e n t  of R e v e n u e  for r e c e i p t  of this m o n e y  f r o m  the f e d e r a l  
g o v e r n m e n t .  T h e  c o m m i s s i o n e r  is d i r e c t e d  t o  p a y  t h e  e l i g i b l e  
s u b d i v i s i o n  m o s t  d i r e c t l y  a n d  s e v e r e l y  i m p a c t e d  b y  N P R - A  l e a s e  
s a l e s  s i n c e  t h e  N P R - A  is e n t i r e l y  w i t h i n  t h e  b o u n d a r i e s  o f  t h e  
B o r o u g h .  T h e  b i l l  s t a t e s  t h a t  it is t h e  l e g i s l a t u r e ' s  i n t e n t  
t h a t  5 0 %  o f  t h e  a m o u n t  r e c e i v e d  b y  t h e  s t a t e  f r o m  t h e  f e d e r a l  
g o v e r n m e n t  g o  t o  t h e  s u b d i v i s i o n .  T h i s  p e r c e n t a g e  w o u l d  b e  
r e v i e w e d  a n n u a l l y .  M o n e y  r e c e i v e d  m u s t  b e  u s e d  f o r  p l a n n i n g ,  
c o n s t r u c t i o n ,  m a i n t e n a n c e  a n d  o p e r a t i o n  o f  e s s e n t i a l  p u b l i c  
f a c i l i t i e s  a n d  a n y  o t h e r  n e c e s s a r y  p u b l i c  servi c e s .

P l e a s e  i n f o r m  m e  i f  I c a n  a s s i s t  y o u  in a n y  w a y  a s  y o u  a n a l y z e  
t h i s  bill.

cc: M e m b e r ,  S e n a t e  R e s o u r c e s  C o m m i t t e e
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1 IN  T H E  H O U S E  B Y  T H E  J U D I C I A R Y  C O M M I T T E E

2 CL F O R  H O U S E  B I L L  NO. 298 ( J u d i c i a r y )

3 IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T E  - S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  a n  A ct e n t i t l e d :  " An A c t  e s t a b l i s h i n g  a N a t i o n a l  P e t r o l e u m  R e s e r v e ,

7 A l a s k a ,  s p e c i a l  r e v e n u e  fund; a nd p r o v i d i n g  f or a n

8 e f f e c t i v e  d a t e . "

9 B E  IT E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A SKA: 

0 /1̂ L ^ O ^ e . ^ t i ' o n  1. F I N DINGS. T h e  l e g i s l a t u r e  finds that

(1) the U n i t e d  S t a t e s  C o n g r e s s ,  by 43 U . S . C .  1337 (P.L. 9 6 - 5 1 4 ) ,  

^ ^  ^  12 p r o v i d e d  that the s t ate s h a l l  r e c e i v e  50 p e r c e n t  of r e c e i p t s  d e r i v e d  f r o m

1 M ‘ ' 3 c o m p e t i t i v e  l e a s i n g  of oil a n d  gas in the N a t i o n a l  P e t r o l e u m  R e s e r v e  in

.... .
15 (2) v i r t u a l l y  all of the N a t i o n a l  P e t r o l e u m  R e s e r v e  in A l a s k a

rDfo ' a M
lies w i t h i n  the c o r p o r a t e  l i m i t s  of the N o r t h  S l o p e  B o r o u g h ,  a h o m e  r u l e

^  . flv r 'C^  ■
C A j. 0  1 / o l i t i c a l  s u b d i v i s i o n  of the state; and

d^\ Vc)A 0
.) 18 (J) b e c a u s e  of the c o n t i n u i n g  n a t u r e  of the c o n g r e s s i o n a l  a p p r o -

19 p r i a t i o n  a s p e c i a l  r e v e n u e  f u n d  s h o u l d  be e s t a b l i s h e d  to c o m p l y  w i t h  t he

20 d i r e c t i v e  of  the federal Act.

21 * Sec. 2. N A T I O N A L  P E T R O L E U M  R E S E R V E ,  A L A S K A ,  S P E C I A L  R E V E N U E  FUND.

22 (a) T h e  N a t i o n a l  P e t r o l e u m  R e s e r v e ,  A l a s k a ,  s p e c i a l  r e v e n u e  fund is e s tao-

23 lished. T h e  fund shall c o n s i s t  of m o n e y  r e c e i v e d  by the s t a t e  f r o m  t h e

24 f e d e r a l  g o v e r n m e n t  u n d e r  43 U . S.C. 1337 (P.L. 96-514).

25 (b; T h e  c o m m i s s i o n e r  of  r e v e n u e  s h a l l  m a n a g e  the s p e c i a l  r e v e n u e  fun d

26 in a c c o r d a n c e  w i t h  AS 3 7 . 1 0.070.

27 (c) T h e  c o m m i s s i o n e r of r e v e n u e  s h a l l  pa y  to the s u b d i v i s i o n  of the

28 s t a t e " t h a t  is mos t  d i r e c t l y  o r  s e v e r e l y  i m p a c t e d  by d e v e l o p m e n t  of o il a n d  

\y' g as l e a s e d  u n d e r  43 U.S.C. 1337 the a m ount a p p r o p r i a t e d  by the l e g i s l a t u r e

b u  ? _1“ CSHB 298(Jud)

' OO'fl -/<?
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1 from t h e  f u n d  f or t hat p u r pose. It is t h e  i n t e n t  of the l e g i s l a t u r e  t hat

2 the apiount a p p r o p r i a t e d  for p a y m e n t  to t h e  s u b d i v i s i o n  e q u a l s  50 p e r c e n t  of

3 the a m o u n t  r e c e i v e d  f r o m  the f e d e r a l  g o v e r n m e n t  u n d e r  43 U . S . C .  1337 a nd

4 that thi s  p e r c e n t a g e  be r e v i e w e d  a n n u a l l y ,  by  t he l e g i s l a t u r e .

5 (d) A m o u n t s  r e c e i v e d  by th e  s t a t e  u n d e r  (a) of this s e c t i o n  s h a l l  be

6 u s e d  b y  the s t a t e  for the f o l l o w i n g  a c t i v i t i e s  a n d  s e r v i c e s :

7 (1) p l a n n i n g ;

8 (2) c o n s t r u c t i o n ,  m a i n t e n a n c e ,  an d  o p e r a t i o n  of e s s e n t i a l  p u b l i c

9 f a c i l i t i e s ;  a nd

0 (3) o t h e r  n e c e s s a r y  p u b l i c  s e r v i c e s .  „ . > r

11 (e) A m o u n t s  p a i d  to the s u b d i v i s i o n  of t he s t a t e  u n d e r  (c) of this

12 s e c t i o n  shall be u s e d  by the s u b d i v i s i o n  onl y  f o r  t h e  f o l l o w i n g  a c t i v i t i e s

13 a nd s e r v i c e s  in c o n j u n c t i o n  w i t h  d e v e l o p m e n t  o f  the N a t i o n a l  P e t r o l e u m

1'4 R e s e r v e  in A l a s k a  a nd a p r o g r a m  of c o m p e t i t i v e  l e a s i n g  of oil a n d  gas f r o m

15 that r e s erve:

15 (1) p l a n n i n g ;

17 (2) c o n s t r u c t i o n ,  m a i n t e n a n c e ,  and o p e r a t i o n  of  e s s e n t i a l  p u b l i c

18 f a c i l i t i e s  by the s u b d i v i s i o n ;  a nd

1/ (3) o t h e r  n e c e s s a r y  p u b l i c  s e r v i c e s  p r o v i d e d  by  the s u b d i v i s i o n .

20 * Sec. 3. T h i s  Act takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.-

21 10.070(c).

22

• J j t c p  & S  t u f a -  / u y - ) r t  c p o d
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O ffic ia l Business

Alaska l&tate ffiEgisiaturc
House of Representatives

A1 Adams
Chairm an  

Committee on Finance

W H IL E  IN  S E S S IO N  
Pouch  V  

S ta te  C ap ito l 
Juneau, A la sk a  99811 

(907 ) 465 -3706
O U T  O F  S E S S IO N  

P .O . B ox  333 
K o ttebue , A laska  99752 

(907 ) 442 -3320
1024 W . 6 th  

A nchorage , A laska  99501 
(907 ) 274-0615

M E M O R A N D U M

Senate Resources Committee MembersTOi

FROM: Representative  A1 Adams

DATE: May 5, 1984

SUBJECT: House B i l l  298

In 1980, Congress passed l e g i s l a t i o n  requiring that f i f t y  percent  
of  revenues received from o i l  and gas leas in g  in the National  
Petroleum Reserve-Alaska (NPR-A) be passed on to the State  of  
Alaska. The b i l l  further  s p e c i f i ed  that the p r io r i ty  use for these  
funds would be for  the s t a t e ’ s p o l i t i c a l  subdivis ions  that are most 
d ir e c t ly  impacted by the development o f  o i l  and gas in the NPR-A.
HB 298 assures that the s ta te  complies with the federal  law. The 
b i l l  has s ince  been further  ref insd in the House Resources and 
Judiciary Committees.

CS HB 298 (JUD) e s ta b l i sh e s  the NPR-A s p e c ia l  ; "“serve fund in the 
Deparu'ent of Revenue for rece ipt  of t h i s  money . rom the federal  
government v^Tue commissioner i s  d irected to pay the e l i g i b l e  
subdivis ion^the amount appropriated by the l e g i s l a t u r e  from the 
fund. This subdivis ion i s  the North Slope Borough s ince  i t  i s  
subdiv is ion nost d i r e c t ly  and severely  impacted by NPR-A lease  
s a le s  s ince  the NPR-A i s  e n t ir e ly  within  tfv; boundaries of the 
Borough. The b i l l  s ta te s  that i t  i s  the l e g i s l a t u r e ' s  in tent  that  
50% of the amount received by the s ta te  from the federa l  government 
go to the subdiv is ion. This percentage would be reviewed annually.  
Money received must be used for planning, construct ion ,  maintenance 
and operation of  e s s e n t i a l  public f a c i l i t i e s  and any other neces­
sary public  s er v ic e s .

Please inform me i f  I can a s s i s t  you in any way as you analyze th is  
b i l l .
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REMARKS FOR HB 298

IN 1 9 8 0 ,  CONGRESS PASSED LEGISLATION REQUIRING THAT FIFTY PERCENT 

OF REVENUES RECEIVED FROM OIL AND GAS LEASING IN THE NATIONAL 

PETROLEUM RESERVE-ALASKA BE PASSED ON TO THE STATE OF ALASKA.

THE BILL FURTHER SPECIFIED THAT THE PRIORITY USE FOR THESE FUNDS 

WOULD BE FOR THE STATE'S POLITICAL SUBDIVISIONS THAT ARE MOST 

DIRECTLY IMPACTED BY THE DEVELOPMENT OF OIL AND GAS IN THE 

NPR-A.

IN ORDER TO ASSURE THAT THE STATE COMPLIES WITH THE FEDERAL LAW, 

I INTRODUCED HB 2 9 8 .  THE BILL HAS SINCE BEEN FURTHER REFINED IN 

THE HOUSE RESOURCES AND JUDICIARY COMMITTEES.

CS HB 298 ( J u d i c i a r y )  ESTABLISHES THE NPR-A SPECIAL RESERVE FUND 

IN THE DEPARTMENT OF REVENUE FOR RECEIPT OF THIS MONEY FROM THE 

FEDERAL GOVERNMENT. THE COMMISSIONER IS DIRECTED TO PAY THE 

ELIGIBLE SUBDIVISION THE AMOUNT APPROPRIATED BY THE LEGISLATURE 

FROM THE FUND. THIS SUBDIVISION IS THE NORTH SLOPE BOROUGH SINCE 

IT IS THE SUBDIVISION MOST DIRECTLY AND SEVERELY IMPACTED BY 

NPR-A LEASE SALES SINCE THE NPR-A IS ENTIRELY WITHIN THE 

BOUNDARIES OF THE BOROUGH.

>•

THE BILL STATES THAT THE LEGISLATURE'S INTENT IS TO HAVE 50% OF 

THE AMOUNT RECEIVED BY THE STATE FROM THE FEDS GO TO THE 

SUBDIVISION. THIS PERCENTAGE WOULD BE REVIEWED ANNUALLY.

AMOUNTS RECEIVED BY THE STATE AND THE POLITICAL SUBDIVISION MUST 

BE USED FOR PLANNING, CONSTRUCTION, MAINTENANCE AND OPERATION OF
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D EPA RTM EN T OF LAW
O FF IC E  OF THE A T t'Z P .N E Y  GENERAL

M a y  4, 1984

BILL SHEFFIELD, GOVERNOR
REPLY TO:

□ 1031 W 4th A  VENUE 
SUITE 200
ANCHORAGE, ALASKA 99501 
PHONE: (907) 276-3550

□ 1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701 
PHONE: (907) 452-1568

POUCH K - STATE CAPITOL 
JUNEAU. ALASKA 99811 
PHONE: (907) 465-3600

T h e  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  
C h a i r w o m a n
S e n a t e  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V
J u ne au , A K  99 811

Re:

D e a r  S e n a t o r  F a h r e n k a m p

C S H B  2 9 8 (Jud) e s t a b l i s h i n g  an 
N P R - A  s p e c i a l  r e v e n u e  fund

W e  u n d e r s t a n d  th at  C o m m i t t e e  S u b s t i t u t e  f or  H o u s e  B i l l  
2 9 8 (Jud) h a s  b e e n  r e a d  f o r  th e f i r s t  t i m e  in the S e n a t e  a n d  ha s 
b e e n  r e f e r r e d  to th e S e n a t e  N a t u r a l  R e s o u r c e s  C o m m i t t e e .  In r e­
v i e w i n g  the  b il l, w e  h a v e  d i s c o v e r e d  so m e m i n o r  le ga l p r o b l e m s  
w h i c h  w e  b e l i e v e  s h o u l d  b e  b r o u g h t  to t h e c o m m i t t e e ' s  a t t e n t i o n .

C S H B  2 9 8 (Jud) w o u l d  e s t a b l i s h  a s p e c i a l  N a t i o n a l  P e t r o­
le u m  R e s e r v e - A l a s k a  (NPR-A) r e v e n u e  fund. It is in m a n y  r e s p e c t s  
s i m i l a r  to C S S B  8 3 5 (Fin) a m  H  p a s s e d  b y the T w e l f t h  A l a s k a  L e g i s­
la t u r e  a n d  u l t i m a t e l y  v e t o e d  b y  t h e n - G o v e r n o r  H a m m o n d .  F o r  y o u r  
i n f o r m a t i o n ,  w e  are  a t t a c h i n g  two l et t er s a d d r e s s i n g  SB 835 In 
the T w e l f t h  A l a s k a  L e g i s l a t u r e  w h i c h  c o m m e n t e d  on  v a r i o u s  l e ga l  
a s p e c t s  of t h a t  bill.

F o r  the m o s t  pa rt, C S H B  2 9 8 (Jud) a v o i d s  the p r o b l e m s  
w h i c h  w e  p o i n t e d  ou t w i t h  r e s p e c t  to the o r i g i n a l  SB 835 in the 
T w e l f t h  A l a s k a  L e g i s l a t u r e .  H o w e v e r ,  t h e r e  ar e  a f e w  r e l a t i v e l y  
m i n o r  i tem s w h i c h  p r e s e n t  l e g a l  p r ob l em s.

In s u b s e c t i o n  2(c), p. 1, 1. 27, the  b i l l  p r o v i d e s  t ha t  
the c o m m i s s i o n e r  of r e v e n u e  s h a l l  pay  fu nds  a p p r o p r i a t e d  b y  the 
l e g i s l a t u r e  to "t he  s u b d i v i s i o n "  of  the s t a t e  m o s t  d i r e c t l y  i m­
p a c t e d  b y  l e a s i n g  and  NPR -A.  T h e  p r o b l e m  w i t h  a u t h o r i z i n g  p a y­
m e n t  to o n l y  on e s u b d i v i s i o n  is that the f e d e r a l  l e g i s l a t i o n  u n ­
der w h i c h  the  s t a t e  w o u l d  r e c e i v e  r e v e n u e s  f r o m  l e a s i n g  in N P R - A  
p r o v i d e s  s p e c i f i c a l l y  " t h a t  in the a l l o c a t i o n  of s u c h  fun ds , the 
S t a t e  s h a l l  g i v e  p r i o r i t y  to u s e  b y  s u b d i v i s i o n ^  of  th e s t a t e  
m o s t  d i r e c t l y  or s e v e r e l y  i m p a c t e d  b y  d e v e l o p m e n t  o f oil  a n d  g a s "
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in NPR.-A. ( E m p h a s i s  ad de d. ) In o t h e r  w o r d s ,  th e  U n i t e d  St a t e s  
C o n g r e s s ,  in a u t h o r i z i n g  th e s t a t e  to r e c e i v e  a p r o p o r t i o n  of  the 
r e v e n u e s  d e r i v e d  f r o m  l e a s i n g  in N P R - A ,  s p e c i f i c a l l y  p r o v i d e d  
th a t c o n s i d e r a t i o n  is to b e  g- ^en to m o r e  t h a n  o n e  p o l i t i c a l  s u b­
div is io n.

To  a v o i d  a n y  c o n f l i c t  w i t h  the  f e d e r a l  law, w e  s u g g e s t  
t h a t  s u b s e c t i o n  2(c) (p. 1, 1. 27) b e  a m e n d e d  to p r o v i d e  th a t the 
c o m m i s s i o n e r  of r e v e n u e  is to p a y  f u nd s a p p r o p r i a t e d  f o r  th a t  
p u r p o s e  to " t h o s e  s u b d i v i s i o n s "  m o s t  d i r e c t l y  i m p a c t e d ,  n o t  j u s t  
on e s u b d i v i s i o n .  C o n f o r m i n g  c h a n g e s  w o u l d  b e  r e q u i r e d  o n  p. 2, 
l i ne s 2, 11, 12, 18 a n d  19 ( c h a n g i n g  " s u b d i v i s i o n "  to " s u b d i v i­
si on s") , on  p. 1, 1. 28 ( c h a n g i n g  "is" to " a re ") , a n d  o n  p. 2, 
1. 2 ( c h a n g i n g  " a m o u n t "  to " a m o u n t s "  a n d  " e q u a l s "  to "e qu al ") .

T h e s e  c h a n g e s  w o u l d  e n s u r e  t h a t  the  b i l l  does  n o t  c o n­
fl i c t  w i t h  t he  f e d e r a l  l a w  u n d e r  w h i c h  the s t a t e  r e c e i v e s  the 
funds. O n  t h e  o t h e r  hand, n o t h i n g  w o u l d  p r o h i b i t  the l e g i s l a t u r e  
f r o m  c o n c l u d i n g  o n  an  a n n u a l  b a s i s  th at  the N o r t h  s l o p e  B o r o u g h  
wa s  the o n l y  p o l i t i c a l  s u b d i v i s i o n  i m p a c t e d  b y  l e a s i n g  a c t i v i t i e s  
in NP R- A,  a n d  l i m i t i n g  a p p r o p r i a t i o n s  to tha t o n e  s u b d i v i s i o n .  
H o w e v e r ,  t h e r e  ar e o t h e r  p o l i t i c a l  s u b d i v i s i o n s  w i t h i n  the e x t e r­
ior b o u n d a r i e s  of  N P R - A  ( B a r r o w  a n d  W a i n w r i g h t )  w h i c h  c o u l d  be 
i m pa c t e d ,  a n d  m a j o r  d e v e l o p m e n t  in N P R - A  c o u l d  i m p a c t  o t h e r  p o ­
li t i c a l  s u b d i v i s i o n s  o u t s i d e  its b o u n d a r i e s  (e.g., F a i r b a n k s ,  
Nome, etc.) as a r e s u l t  o f  n e w  t r a n s p o r t a t i o n  c o r r i d o r s ,  etc. 
T h e s e  c h a n g e s  w o u l d  r e m o v e  a n y  l i m i t a t i o n  o n  th e l e g i s l a t u r e ' s  
p o w e r  to d e t e r m i n e  a n n u a l l y  w h i c h  p o l i t i c a l  s u b d i v i s i o n s  a r e  
i m p a c t e d  b y  N P R - A  l e a s i n g  a c t i v i t i e s ,  as w e l l  as c o n f o r m i n g  it to 
the f e d e r a l  law. :

S u b s e c t i o n  2(d) p r o v i d e s  that  a m o u n t s  r e c e i v e d  b y  the 
s t a t e  sh all  b e  u s e d  "b y  the s t a t e "  fo r  c e r t a i n  p u r p o s e s .  H o w e v­
er, f un ds  a p p r o p r i a t e d  to p o l i t i c a l  s u b d i v i s i o n s  u n d e r  s u b s e c­
tion 2(c) c a n n o t  b e u s e d  "b y  the  s t J t e j "  u n d e r  s u b s e c t i o n  2(d), 
th e y m u s t  be u s e d  by  the p o l i t i c a l  s u b d i v i s i o n ( s )  f o r  c e r t a i n
p u r p o s e s .  T h i s  a m b i g u i t y  c o u l d  b e  c u r e d  by i n s e r t i n g  th e p h r a s e  
" a n d  n o t  p a i d  u n d e r  (c) of  this  s e c t i o n” o n  p. 2, 1. 5 b e t w e e n  
the w o " d s  " s e c t i o n "  a n d  " s h a l l . "

W i t h  t h os e a m e n d m e n t s ,  w e  b e l i e v e  the b i l l  w o u l d  p r e­
sen t no  o t h e r  l e ga l pr ob le ms .
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If w e  c a n  b e  of f u r t h e r  a s s i s t a n c e ,  p l e a s e  c a l l  o n  us 
at y o u r  c o n v e n i e n c e .

S i n c e r e l y ,

N O R M A N  C. G O R S U C H  
A T T O R N E Y  G E N E R A L  a

(jZT .
E y :

G. T h o m a s  K o e s t e r  
A s s i s t a n t  A t t o r n e y  G e n e r a l

G T K : d i m  

A t t a c h m e n t s

cc: H o n o r a b l e  A l b e r t  P. A d a m s

H o n o r a b l e  B a r b a r a  L a c n e r
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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  
C h a i r w o m a n ,  S e n a t e  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S t a t e  S e n a t e  
T w e l f t h  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1

Re: SB 835 ( N a t i o n a l  P e t r o l e u m  R e s e r v e - A l a s k a
T r u s t  F u n d ) .  Our F i l e  No. 3 6 6 - 6 1 9 - 8 2

De a r S e n a t o r  F a h r e n k a m p :

SB 835, w h i c h  w o u l d  e s t a b l i s h  a tr us t fund a c c o u n t  for 
r e v e n u e s  the s t a t e  r e c e i v e s  f r o m  the f e d e r a l  g o v e r n m e n t  f r o m  
f e d e r a l  o i l  and gas  l e a s i n g  in the N a t i o n a l  P e t r o l e u m  R e s e r v e -  
A l a s k a ,  p r e s e n t s  a n u m b e r  of s e r i o u s  l e g a l  q u e s t i o n s  in its 
c u r r e n t  form.

T h e  f i rs t  q u e s t i o n  is r a i s e d  u n d e r  A r t i c l e  IX, S e c­
tion  7 of the A l a s k a  C o n s t i t u t i o n ,  w h i c h  p r o v i d e s  in p e r t i n e n t  
pa rt: " T h e  p r o c e e d s  of a n y  s t a t e  tax or l i c e n s e  s h a l l  n o t  be
d e d i c a t e d  to any s p e c i a l  p u r p o s e ,  e x c e p t  as p r o v i d e d  in S e c­
tio n 15 of this a r t i c l e  or w h e n  r e q u i r e d  by the f e d e r a l  g o v e r n­
m e n t  for s t a t e  p a r t i c i p a t i o n  in f e d e r a l  p r o g r a m s . "  T h e  D e p a r t­
m e n t  of L a w  and the L e g i s l a t i v e  C o u n s e l  h a v e  d i s a g r e e d  o v e r  the 
r e a c h  of this p r o h i b i t i o n .  Ou r d e p a r t m e n t  ha s  c o n s t r u e d  the 
p r o h i b i t i o n  b r o a d l y  to a p p l y  to all " p u b l i c  r e v e n u e s "  (e.g., 
taxes, l i c e n s e  fees,, r e v e n u e s  f ro m the s a l e  or d i s p o s i t i o n  of 
n a t u r a l  r e s o u r c e s ,  e tc . ) ;  the L e g i s l a t i v e  C o u n s e l  h a s  i n t e r­
p r e t e d  it n a r r o w l y  as r e a c h i n g  on ly  tax and l i c e n s e  r e v e n u e s .  
O n  A p r i l  23, 1982, the A l a s k a  S u p r e m e  C o u r t  a d o p t e d  the
D e p a r t m e n t  of L a w ' s  b r o a d e r  i n t e r p r e t a t i o n  in S t a t e  v. 
Al ex, P .2d , Op. No. 2488 (Alaska, A p r i l  23, 19 8 2) . See 
S l i p  O p - at p. T I T  As a r es u lt , we b e l i e v e  the r e v e n u e s  w h i c h  
the b i l l  a d d r e s s e s  -- i.e., t ho se  that the s t a t e  w o u l d  r e c e i v e  
f r o m  the f e d e r a l  g o v e r n m e n t  as the r e s u l t  or f e d e r a l  oil  and 
g a s  l e a s i n g  in N P R - A  -- are s u b j e c t  to the p r o h i b i t i o n .

H o w e v e r ,  t h e r e  is an e x c e p t i o n  to the d e d i c a t e d  fund 

p r o h i b i t i o n  " w h e n  r e q u i r e d  by the federal' g o v e r n m e n t  for s t a t e  
p a r t i c i p a t i o n  in f e d e r a l  p r o g r a m s . "  Th e p e r t i n e n t  p o r t i o n  of

03-CSLH
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P.L. 96-5 14,  94 Stat. 2964, w h i c h  d i r e c t s  p a y m e n t  of the m o n e y
to the state, a t t a c h e s  c e r t a i n  c o n d i t i o n s  to the s t a t e ' s  
r e c e i p t  of that m o n e y :  T h e  s t a t e  m a y  use  it "for  (a) p l a n n i n g ,
(b) c o n s t r u c t i o n ,  m a i n t e n a n c e ,  and o p e r a t i o n  of e s s e n t i a l
p u b l i c  f a c i l i t i e s ,  and (c) o t he r n e c e s s a r y  p r o v i s i o n s  of p u b l i c  
s e r v ic e:  P r o v i d e d  f u r t h e r , T h a t  in the a l l o c a t i o n  of such
fun ds,  the  S t a t e  s h a l l  g i v e  p r i o r i t y  to use  by s u b d i v i s i o n s  of 
the S t a t e  m o s t  d i r e c t l y  or s e v e r e l y  i m p a c t e d  by d e v e l o p m e n t  of 
o i l  and g a s l e a s e d  u n d e r  th i s A c t . "  In o t h e r  wo rd s ,  the f un ds  
r e c e i v e d  f r o m  the f e d e r a l  g o v e r n m e n t  m u s t  be d e d i c a t e d  to
p l a n n i n g ,  c o n s t r u c t i o n ,  m a i n t e n a n c e ,  and o p e r a t i o n  of e s s e n t i a l  
p u b l i c  f a c i l i t i e s ,  a n d  o t h e r  n e c e s s a r y  p r o v i s i o n s  of p u b l i c  
s e r v i c e .  In a d d i t i o n ,  i m p a c t e d  p o l i t i c a l  s u b d i v i s i o n s  m u s t  be 
g i v e n  p r i o r i t y  in the a l l o c a t i o n  of the funds.

W e  b e l i e v e  th e e s t a b l i s h m e n t  of a t ru st  fun d into 
w h i c h  all the f e d e r a l  r e v e n u e s  are  p l a c e d  i m m e d i a t e l y  upon 
r e c e i p t  f r o m  the f e d e r a l  g o v e r n m e n t  is both p e r m i s s i b l e  u n d e r
A r t i c l e  IX, S e c t i o n  7 of the A l a s k a  C o n s t i t u t i o n  and d e s i r a b l e  
in th a t it w i l l  e a s e  the a d m i n i s t r a t i v e  task of d e m o n s t r a t i n g  
to the f e d e r a l  g o v e r n m e n t  that the fu nds r e c e i v e d  h a v e  b e e n  
e x p e n d e d  for the p u r p o s e s  and in the m a n n e r  r e q u i r e d  by the
f e d e r a l  Act. H o w e v e r ,  it a l s o  is our o p i n i o n  that  the e x p l i c i t  
p r o v i s i o n s  of the la w e s t a b l i s h i n g  the tr us t fund c a n n o t  i m p o s e  
c o n d i t i o n s  on the us e  of the m o n e y  w h i c h  e x c e e d  th ose  " r e q u i r e d  
by the  f e d e r a l  g o v e r n m e n t  for s t a t e  p a r t i c i p a t i o n "  in the 
f e d e r a l  p r o g r a m  -- i.e., t h o se  .in the f e d e r a l  Act. S i n c e  it is 
o n l y  the f e d e r a l  c o n d i t i o n s  w h i c h  e x c e p t  the funds f r o m  the
g e n e r a l  d e d i c a t e d  fund p r o h i b i t i o n ,  w e b e l i e v e  the o n l y  c o n d i­
tions  w h i c h  m a y  be a t t a c h e d  to the f un ds ar e t ho se  r e q u i r e d  by 
the f e d e r a l  Act.

As a r e s u l t ,  we b e l i e v e  the d i r e c t i v e  in S e c t i o n  2(c) 
of SB 835 to pay a m i n i m u m  of 50 p e r c e n t  of a m o u n t s  in the fund 
to the N o r t h  S l o p e  B o r o u g h  v i o l a t e s  the d e d i c a t e d  fund p r o h i b i­
t i o n  b e c a u s e  the f e d e r a l  Ac t  d o e s  n o t  r e q u i r e  it for s t a t e  
p a r t i c i p a t i o n .  In a d d i t i o n ,  the d i r e c t i v e  in Se-.ction 2(d) tha t 
r e m a i n i n g  a m o u n t s  in the fund m a y  be s pe nt  o n l y  "in c o n j u n c t i o n  
w i t h  the e x p l o r a t i o n  of the N a t i o n a l  P e t r o l e u m  R e s e r v e  in 
A l a s k a  and  a p r o g r a m  of c o m p e t i t i v e  l e a s i n g  of oi l  and ga s f r o m  
that r e s e r v e "  a l s o  v i o l a t e s  the p r o h i b i t i o n ,  a g a i n  b e c a u s e  the 
f e d e r a l  Act d oe s no;* r e q u i r e  it. T h e  f e d e r a l  A c t  s i m p l y  do es  
not i m p o s e  t h es e r e s t r i c t i o n s  on the us e of the f un ds  r e c e i v e d  
by the state.
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A n o t h e r  q u e s t i o n  r a i s e d  by  SB 835 s te ms f r o m  A r t i­
cle II, S e c t i o n  19 of the A l a s k a  C o n s t i t u t i o n ,  w h i c h  p r o v i d e s  
it p e r t i n e n t  part: " T h e  l e g i s l a t u r e  s h a l l  p a s s  no l o c a l  or
s p e c i a l  ac t if a g e n e r a l  act  ca n be m a d e  a p p l i c a b l e . "  T h e
p r o b l e m  h e r e  is t h a t  SB 835 s p e c i f i c a l l y  n a m e s  the N o r t h  S l o p e  
B o r o u g h  as a r e c i p i e n t  of a m o u n t s  from  the fund  e s t a b l i s h e d .
H o w e v e r ,  n o t h i n g  in the  f e d e r a l  A c t  r e q u i r e s  th at  the N o r t h  
S l o p e  be n a m e d ,  a n d  it is o b v i o u s  that a g e n e r a l  a c t  c a n  be 
m a d e  a p p l i c a b l e  an d  s a t i s f y  the terms cf the f e d e r a l  A c t  s i m p l y  
by " g i v l i n g ]  p r i o r i t y  to u s e  b y  s u b d i v i s i o n s  of the S t a t e  m o s t  
d i r e c t l y  or s e v e r e l y  i m p a c t e d  by d e v e l o p m e n t  of o i l  and ga s 
l e a s e d  u n d e r  this A c t . "  T h a t  is the l a n g u a g e  of the  f e d e r a l  
Act, so u s i n g  t ha t  l a n g u a g e  w o u l d  s a t i s f y  that c o n d i t i o n  of the 
f e d e r a l  Act. It is l a n g u a g e  of g e n e r a l  a p p l i c a b i l i t y  to al l 
s u b d i v i s i o n s  w h i c h  m i g h t  be i m p a c t e d  by N P R - A  d e v e l o p m e n t ,  and 
t h e r e f o r e  w o u l d  be a g e n e r a l  (not l o c a l  or s p e c i a l )  a c t  w i t h i n  
the m e a n i n g  of th e A l a s k a  C o n s t i t u t i o n .  (We a l s o  w o u l d  p o i n t  
out  that the N o r t h  S l o p e  B o r o u g h  m a y  not be the o n l y  p o l i t i c a l  
s u b d i v i s i o n  i m p a c t e d  by o i l  and gas  l e a s i n g  in N P R - A .  In the 
r e s e r v e ,  B d r r o w  is a f i r s t  c l a s s  ci ty  and W a i n w r i g h t  and 
N u i q s u i t  are  s e c o n d  c l a s s  ci ti es . M o r e o v e r ,  d e v e l o p m e n t  in 
N P R - A  m a y  h a v e  an i m p a c t  on o t h e r  p o l i t i c a l  s u b d i v i s i o n s  a l o n g  
the p i p e l i n e  c o r r i d o r  or, it is c o n c e i v a b l e ,  any o t h e r  r o u t e  
c h o s e n  to t r a n s p o r t  the  o i l  an d ga s  p r o d u c e d  -- i.e., Nome, 
etc. T h i s  p o t e n t i a l  i m p a c t  on o t he r p o l i t i c a l  s u b d i v i s i o n s  
d e m o n s t r a t e s  the a d v i s a b i l i t y  of c o u c h i n g  the b i l l  in te rm s of
a g e n e r a l  act, no t  a l o c a l  or s p e c i a l  act d i r e c t e d  o n l y  to the 
N o r t h  S l o p e  B o r o u g h . )

A n o t h e r  p r o b l e m  s t e m s  f r o m  A r t i c l e  II, S e c t i o n  13 of 
the A l a s k a  C o n s t i t u t i o n ,  w h i c h  p r o v i d e s  in p e r t i n e n t  part: 
" B i l l s  for a p p r o p r i a t i o n s  s h a l l  be c o n f i n e d  to a p p r o p r i­
a t i o n s . "  T h e  p r o b l e m  in SB 835 is the S e c t i o n  2(c) d i r e c t i v e  
to p a y  m o n e y  to the a f f e c t e d  s u b d i v i s i o n s  (in the b i l l ' s  
c u r r e n t  form, o n l y  the N o r t h  S l o p e  B o r o u g h ) .  S p e c i f i c a l l y ,  
S e c t i o n  2(d) -describes th at  d i r e c t i v e  as an  a p p r o p r i a t i o n .  If 
it is an a p p r o p r i a t i o n , - it is an a p p r o p r i a t i o n  in a g e n e r a l  act 
and n o t  in a b i l l  c o n f i n e d  to a p p r o p r i a t i o n s  as r e q u i r e d  by the 
C o n s t i t u t i o n .  T h i s  c o n c l u s i o n  is r e i n f o r c e d  by the p r o v i s i o n  
in S e c t i o n  2(d) t ha t a m o u n t s  r e m a i n i n g  in the fund a f t e r  the 
p a y m e n t  to the s u b d i v i s i o n s  c a n n o t  be e x p e n d e d  w i t h o u t  a p p r o­
p r i a t i o n  by the l e g i s l a t u r e .  To  a vo id  t h i s  p r o b l e m ,  the  b i l l
c o u’d be a m e n d e d  s i m p l y  to r e q u i r e  a p p r o p r i a t i o n  by the l e g i s­
la t u r e  p r i o r  to any  e x p e n d i t u r e  of fu nds in the t ru st  a c c o u n t ,
g i v i n g  the l e g i s l a t u r e  d i s c r e t i o n  to a p p r o p r i a t e  f u n d s  ';o
i m p a c t e d  s u b d i v i s i o n s  or for o t h e r  p u r p o s e s  p e r m i t t e d  u n d e r  the 

f e d e r a l  Act.
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F o l l o w i n g  m y  t e s t i m o n y  on SB 835 at the S e n a t e  R e s o u r­
ces C o m m i t t e e  m e e t i n g  on A p r i l  23, 1982, I m e t  w i t h  T o m  S m y t h e  
and R o b e r t  D u P e r e ,  r e p r e s e n t i n g  the N o r t h  S l o p e  B o r o u g h ,  and 
R e s a  K i n g  of the C o m m i t t e e  staff. W e  s e e m e d  to r e a c h  g e n e r a l  
a g r e e m e n t  that s o m e  m i n o r  m o d i f i c a t i o n s  to the b i l l  w o u l d  
s a t i s f y  the c o n s t i t u t i o n a l  c o n c e r n s  w h i l e  r e m a i n i n g  true  to the 
b a s i c  t hr u s t  of the p r o p o s e d  bill. M y  n o t e s  i n d i c a t e  that the 
f o l l o w i n g  c h a n g e s  w e r e  c o n t e m p l a t e d :

1. P a g e  1, l in es  1 2 -1 5 s h o u l d  be a m e n d e d  to read
( m a t e r i a l  to be d e l e t e d  is c a p i t a l i z e d  and in b r a c k e t s ;  n e w  
m a t e r i a l  is u n d e r l i n e d ) :  "(1) T he  U n i t e d  S t a t e s  C o n g r e s s ,  by
P.L. 9 6 - 5 1 4  (94 Stat. 2964, D e c e m b e r  12, 198 0) , [ A P P R O P R I A T E D
$ 1 0 7 , 0 0 1 , 0 0 0  F O R  A P R O G R A M  OF] p r o v i d e d  that the s t a t e  s h a l l  
r e c e i v e  50 p e r c e n t  of r e c e i p t s  d e r i v e d  f r o m  c o m p e t i t i v e  l e a s i n g  
of oil and gas in the N a t i o n a l  P e t r o l e u m  R e s e r v e  in A l a s k a ; "  
T h i s  c h a n g e  w o u l d  e l i m i n a t e  any c o n f u s i o n  r e g a r d i n g  the 
$ 1 0 7 , 0 0 1 , 0 0 0  f e d e r a l  a p p r o p r i a t i o n  w h i c h  is for a d m i n i s t r a t i o n  
of the l e a s i n g  p r o g r a m ,  n o t  an a p p r o p r i a t i o n  to the state. The  
s t a t e  w i l l  o n l y  r e c e i v e  m o n e y  u nd er the f e d e r a l  A c t a f t e r  the 
p r o g r a m  b e g i n s  g e n e r a t i n g  l e a s e  r ev en u e s .

2. P a g e  1, l i ne s 2 4 -2 6 sh o u l d  be a m e n d e d  to read:
" T h e  fund s h a l l  c o n s i s t  of funds [ A P P R O P R I A T E D  T O IT B Y T H E  
L E G I S L A T U R E  E Q U A L  TO T H E  A M O U N T  O F  FUN DS]  r e c e i v e d  by the s t a t e  
f r o m  the f e d e r a l  g o v e r n m e n t  u n d e r  P.L. 96-514.' T h i s  w o u l d  
e s t a b l i s h  the c o n s t i t u t i o n a l l y - p e r m i s s i b l e  d e d i c a t e d  fund.

3. S u b s e c t i o n  (c) of S e c t i o n  2, w h i c h  b e g i n s  on
p a g e  1, li n e 29, and c o n t i n u e s  to p a g e  2, li n e 4, s h o u l d  be 
d e l e t e d  in its e n t i r e t y  and r e p l a c e d  w i t h  the f o l l o w i n g :

(c) T h e  c o m m i s s i o n e r  of r e v e n u e  s h a l l  p a y  
to the s u b d i v i s i o n s  of the s t a t e  m o s t  
d i r e c t l y  or s e v e r e l y  i m p a c t e d  by d e v e l o p m e n t  
of o i l  and ga s  l e a s e d  u n d e r  the f e d e r a l  Ac t  
the a m o u n t  a p p r o p r i a t e d  by the l e g i s l a t u r e  
f r o m  thu fund for that p u r p o s e .  It is the 
i n t e n t  of the l e g i s l a t u r e  that the a m o u n t  
a p p r o p r i a t e d  for p a y m e n t  to the s u b d i v i s i o n s  
e q u a l  50 p e r c e n t  of the a m o u n t  r e c e i v e d  fr om  
the f e d e r a l  g o v e r n m e n t  u n d e r  the f e d e r a l  

Act, and th at  this p e r c e n t a g e  be r e v i e w e d  
e v e r y  fi ve  y e a r s  f o l l o w i n g  p a s s a g e  of this 
A c t .

C
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T h i s  w o u l d  i n d i c a t e  the l e g i s l a t i v e  i n t e n t  of s h a r i n g  the 
r e v e n u e s  w i t h  i m p a c t e d  p o l i t i c a l  s u b d i v i s i o n s  w i t h o u t  v i o l a t i n g  
the d e d i c a t e d  f un d p r o h i b i t i o n  by i m p o s i n g  c o n d i t i o n s  b e y o n d  
t h o s e  r e q u i r e d  by the  f e d e r a l  Act. It a l s o  a v o i d s  the l oc al  
and s p e c i a l  l e g i s l a t i o n  p r o b l e m ,  as w e l l  as the p r o b l e m  r e g a r d­
ing an a p p r o p r i a t i o n  in a b i l l  no t  c o n f i n e d  to a p p r o p r i a t i o n s .

v

4. P a g e  2, l i n e s  5 - 1 0  s h o u l d  be a m e n d e d  to read: 
"(d) A m o u n t s  r e c e i v e d  by the s t a t e  u n d e r  (a) of this s e c t i o n  
[ W H I C H  A R C  N O T  A P P R O P R I A T E D  IN A C C O R D A N C E  W I T H  (c) O F  T H I S  
S E C T I O N ]  s h a l l  be u s e d  by the state, s u b j e c t  to a p p r o p r i a t i o n  
by law, for the f o l l o w i n g  a c t i v i t i e s  and s e r v i c e s  [IN C O N J U N C­
T I O N  W I T H  T H E  E X P L O R A T I O N  O F  T H E  N A T I O N A L  P E T R O L E U M  R E S E R V E  IN 
A L A S K A  A N D  A P R O G R A M  O F  C O M P E T I T I V E  L E A S I N G  OF  O I L  A N D  G A S  F R O M  
T H A T  R E S E R V E ] : "  T h i s  a v o i d s  an y d e d i c a t e d  fund  p r o b l e m  by 
e l i m i n a t i n g  t h o s e  c o n d i t i o n s  w h i c h  e x c e e d  t h o s e  r e q u i r e d  by the 
f e d e r a l  Act.

5. S u b s e c t i o n  (e) of S e c t i o n  2, a p p e a r i n g  on p a g e  2, 
li nes  15 -20, s h o u l d  be d e l e t e d  in its e n t i r e t y .

6. S u b s e c t i o n  (f), b e g i n n i n g  on p a g e  2, l i n e  21, and 
e n d i n g  on p a g e  3, li ne  1, s h o u l d  be a m e n d e d  to read:

"(f) a m o u n t s  p a i d  to [THE  N O R T H  S L O P E  
B O R O U G H ]  s u b d i v i s i o n s  u n d e r  (c) of this
s e c t i o n  s h a l l  Be used  by t he  [ N O R T H  S L O P E  
B O R O U G H ]  s u b d i v i s i o n s  o n l y  for the f o l l o w i n g  
a c t i v i t i e i  a n d  s e r v i c e s  in c o n j u n c t i o n  w i t h  
[TH E E X P L O R A T I O N ]  d e v e l o p m e n t  on the N a t i o n­
al P e t r o l e u m  R e s e r v e  in A l a s k a  and a p r o g r a m  
of c o m p e t i t i v e  l e a s i n g  of o i l  and gas  f r o m  
th a t r e s e r v e :

• "(1) p l a n n i n g ;

"(2) c o n s t r u c t i o n ,  m a i n t e n a n c e ,  and o p e r a­
ti on of e s s e n t i a l  p u b l i c  f a c i l i t i e s  by the 
[ N O R T H  S L O P E  B O R O U G H ]  s u b d i v i s i o n s ; and

"(3) o t h e r  n e c e s s a r y  p u b l i c  s e r v i c e s
p r o v i d e d  by the [ N O R T H  S L O P E  1 0 R 0 U G H ]
s u b d i v i s i o n s . "

T h i s  c h a n g e  is n e c e s s a r y  to a v o i d  the l o c a l  and s p e c i a l  l e g i s­
l a t i o n  p r o b l e m .
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In a d d i t i o n ,  it wa s s u g g e s t e d  th a t a c o m m i t t e e  let te r 
of i n t e n t  be d r a f t e d  to the ef f e c t  that, at the p r e s e n t  time, 
the N o r t h  S l o p e  B o r o u g h  is the o n l y  p o l i t i c a l  s u b d i v i s i o n  of 
the s t a t e  w h i c h  w i l l  be m o s t  d i r e c t l y  or s e v e r e l y  i m p a c t e d  by 
o i l and gas l e a s i n g  in N P R - A .

I b e l i e v e  t h e s e  c o m m e n t s  a c c u r a t e l y  r e f l e c t  the 
c o n c e n s u s  of our  w o r k  g r o u p .  H o w e v e r ,  the o t h e r  i n d i v i d u a l s  
p r e s e n t  m a y  h a v e  s o m e  f u r t h e r  s u g g e s t i o n s  for chan ge.

F i n a l l y ,  I m u s t  i n d i c a t e  tha t t h e s e  c o m m e n t s  are  not 
i n t e n d e d  to. r e p r e s e n t  the A d m i n i s t r a t i o n ' s  p o l i c y  p o s i t i o n  on 
this bill. R a t h e r ,  t h e y  a r e  p r o v i d e d  in the n a t u r e  of a 
d r a f t i n g  s e r v i c e  to o v e r c o m e  the c o n s t i t u t i o n a l  and o t h e r  le ga l 
p r o b l e m s  w h i c h  we b e l i e v e  ar e p r e s e n t e d  by the b i l l  in its 
c u r r e n t  form. If we  c a n  be of f u r t h e r  a s s i s t a n c e  in this 
rega rd , p l e a s e  c o n t a c t  us at yo u r e a r l i e s t  c o n v e n i e n c e .

cc: H o n o r a b l e  D o n  B e n n e t t
H o n o r a b l e  M. E . D a n k w o r t h  
C o - C h a i r m e n ,  S e n a t e  F i n a n c e  Commit*"

T o m  S m y t h e  
R o b e r t  D u P e r e  
K e i t h  S p e c k i n g
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T h e  H o n o r a b l e  J a y  S. H a m m o n d
G o v e r n o r
S t a t e  o f  A l a s k a
P o u c h  A
J u n e a u ,  A l a s k a  9 9 8 1 1

Re: .CSSB. 8 3 5 (Fin) a m  H
( Na ti o n a l  P e t r o l e u m  R e ­
serve, A l a s k a ,  s p e c i a l  
r e v e n u e  fund)
O u r  File: 3 8 8 - 1 4 0 - 8 2

D e a r  G o v e r n o r  H a m mo nd :

A t  y o u r  r e q u e s t ,  w e  h a v e  r e v i e w e d  C S S B  8 3 5 (Fin) a m  
R  w h i c h  e s t a b l i s h e s  a N a t i o n a l  P e t r o l e u m  R e s e r v e ,  Al a s k a ,  
sp e c i a l  r e v e n u e  fund.

T h e  U n i t e d  S t a t e s  C on gr e s s ,  i n P.L. 9 6 - 5 1 4  (94
Stat. 2 96 4, D e c e m b e r  12, 1980), p r o v i d e d  tha t the s ta te  is 
to r e c e i v e  50 p e r c e n t  of  all r e c e i p t s  f r o m  c o m p e t i t i v e  oi l  
a n d  gas l e a s i n g  in the  N a t i o n a l  P e t r o l e u m  R e s e r v e ,  A la s k a .  
T h e  f e d e r a l  l e g i s l a t i o n  p r o v i d e s  that the s t a t e  m a y  u s e  
t h es e r e v e n u e s  '"for (a) p l a n n i n g ,  (b) c o n s t r u c t i o n ,  m a i n t e­
na nc e ,  a n d  o p e r a t i o n  o f  e s s e n t i a l  p u b l i c  f a c i l i t i e s ,  a nd  (c) 
o t h e r  n e c e s s a r y  p r o v i s i o n s  o f  p u b l i c  s erv ic e: P r o v i d e d
fu rt her , t h a t  in the  a l l o c a t i o n  of s u c h  funds, the  S t a t e  
8h a 11 g i v e  p r i o r i t y  to u s e  b y  s u b d i v i s i o n s  of th e S t a t e  m o s t  
d i r e c t l y  o r  s e v e r e l y  i m p a c t e d  b y  d e v e l o p m e n t  o f  o i l  an d  gas 
l e a s e d  u n d e r  this A c t . "  .

T h i s  b i l l  w o u l d  e s t a b l i s h  a f u n d  in t o w h i c h  a l l  
r e c e i p t s  f r o m  the f e d e r a l  g o v e r n m e n t  u n d e r  this p r o g r a m  
w o u l d  be  d e p o s i t e d ,  and  p r o v i d e s  fo r m a n a g e m e n t  of the m o n e y  
d e p o s i t e d .  It a l s o  p r o v i d e s  tha t the c o m m i s s i o n e r  of r e v e­
n u e  i3 to p a y  to t h o s e  s u b d i v i s i o n s  of th e  s t a t e  m o s t  d i­
r e c t l y  or s e v e r e l y  " i m p a c t e d "  b y d e v e l o p m e n t  o f  oil  an d  gas 
in the r e s e r v e  the a m o u n t s  a p p r o p r i a t e d  f r o m  t h e  f u n d  b y  the 
l e g i s l a t u r e  for th a t p u r p o s e .  R e m a i n i n g  a m o u n t s  in the" f u n d  
n a y  b e u s e d  b y  the state, s u b j e c t  to a p p r o p r i a t i o n  b y  the
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l e g i s l a t u r e , f o r  the  a c t i v i t i e s  a n d  s e r v i c e s  s p e c i f i e d  in 
the f e d e r a l  l e g i s l a t i o n .  A m o u n t s  p a i d  to s u b d i v i s i o n s  f 
th e s t a t e  m u s t  a l s o  b e  u s e d  o n l y  fo r  t h o s e  p u r p o s e s .  T h e  
b i l l  p r o v i d e s  t h a t  t h e  l e g i s l a t u r e  i n t e n d s  t h a t  the a m o u n t  
p a i d  to s u b d i v i s i o n s  b e  e q u a l  to 50 p e r c e n t  of the a m o u n t  
r e c e i v e d  f r o m  th e f e d e r a l  g o v e r n m e n t ;  h o w e v e r ,  t h a t  p e r c e n t­
age  w o u l d  b e  s u b j e c t  to a n n u a l  r e v i e w  b y  the l e g i s l a t u r e .

A n  o b v i o u s  f i r s t  q u e s t i o n  p r e s e n t e d  b y  th e  b i l l  is 
w h e t h e r  it c r e a t e s  a n  i m p e r m i s s i b l e  d e d i c a t e d  f u n d  u n d e r  
art. IX, sec. 7 of  the A l a s k a  C o n s t i t u t i o n ,  w h i c h  p r o v i d e s  
in p e r t i n e n t  part: " T h e  p r o c e e d s  of an y  s t a t e  ta x  or
l i c e n s e  s h a l l  n o t  b e  d e d i c a t e d  -to -any s p e c i a l  p u r p o s e ,

" e x c e p t  as p r o v i d e d  in  S e c t i o n  15 o f this  a r t i c l e  o r w h e n  
r e q u i r e d  b y  th e f e d e r a l  g o v e r n m e n t  for  s t a t e  p a r t i c i p a t i o n  
in f e d e r a l  p r o g r a m s . "  F o l l o w i n g  the A l a s k a  S u p r e m e  C o u r t ' s
d e c i s i o n  in S t a t e  v. A l e x , ____ P . 2d ____ , Op. No. 2 48 8
(Alaska, A p r i l  23, 1982), t h e r e  is n o  q u e s t i o n  th at  th e
c o n s t i t u t i o n a l  p r o v i s i o n  a p p l i e s  to t h e s e  r e v e n u e s .

H o w e v e r ,  u n d e r  t h a t  p r o v i s i o n ,  it is p e r m i s s i b l e  
fo r the s t a t e  to e s t a b l i s h  a d e d i c a t e d  f u n d  " w h e n  r e q u i r e d  
b y  the f e d e r a l  g o v e r n m e n t  f o r  s ta te  p a r t i c i p a t i o n  in f e d e r a l  
p r o g r a m s . "  T h e  f e d e r a l  l e g i s l a t i o n  d i r e c t i n g  p a y m e n t  of  th e  
m o n e y  to the s t a t e  a t t a c h e s  c o n d i t i o n s  to the s t a t e ' s  
r e c e i p t  o f  that m on e y :  the f und s r e c e i v e d  f r o m  the  f e d e r a l
g o v e r n m e n t  m u s t  b e  d e d i c a t e d  to (1) p l a n n i n g ,
(2) c o n s t r u c t i o n ,  m a i n t e n a n c e ,  a n d  o p e r a t i o n  o f e s s e n t i a l  
p u b l i c  f a c i l i t i e s ,  a n d  (3) o t h e r  n e c e s s a r y  p r o v i s i o n s  o f  
p u b l i c  s er vic e.  In  a d d i t i o n ,  i m p a c t e d  p o l i t i c a l
s u b d i v i s i o n s  o f  th e s t a t e  m u s t  b e  g i v e n  p r i o r i t y  in t h e  
a l l o c a t i o n  of funds. A l t h o u g h  the f e d e r a l  A c t  d o e s  n o t  
s p e c i f i c a l l y  r e q u i r e  c r e a t i o n  of a fund, it d oe s s p e c i f y  th e 
u s e s  of th e  m o n e y ,  a n d  o u r  c o n s t i t u t i o n a l  p r o v i s i o n  r e f e r s  
to " d e d i c a t i n g "  f o r  " a n y  s p e c i a l  p u r p o s e . "  T h us , the 
f e d e r a l  A c t  do es  i m p o s e  a r e q u i r e m e n t  w h i c h  is e x e m p t  f r o m  
the d e d i c a t e d  f u n d  p r o h i b i t i o n .

W e  b e l i e \ e  that the e s t a b l i s h m e n t  of a t ru st  f u n d  
in t o w h i c h  t he se  f e d e r a l  r e v e n u e s  are p l a c e d  i m m e d i a t e l y
u p o n  r e c e i p t  f r o m  th e  f e d e r a l  g o v e r n m e n t  is b o t h  p e r m i s s i b l e  
u n d e r  art. IX, sec. 7 of  the A l a s k a  C o n s t i t u t i o n  a n d  
d e s i r a b l e  in t h a t  it w i l l  e a s e  t h e  a d m i n i s t r a t i v e  t a s k  of 
d e m o n s t r a t i n g  to the f e d e r a l  g o v e r n m e n t  th at  t h e  f u nd s r e ­
ce i v e d  h a v e  b e e n  s p e n t  f o r  the  p u r p o s e s  a n d  in  the m a n n e r  
r e q u i r e d  b y  the f e d e r a l  Act. In o t h e r  w o r d s ,  th is  w o u l d  b e
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a c o n s t i t u t i o n a l l y  p e r m i s s i b l e  d e d i c a t e d  fund.

A n o t h e r  q u e s t i o n  is w h e t h e r  f e d e r a l  r e c e i p t s  r e ­
c e i v e d  b y  the s t a t e  u n d e r  the f e d e r a l  l e g i s l a t i o n  a r e  s u b­
j e c t  to art. IX, sec. 15 of th e A l a s k a  C o n s t i t u t i o n ,  w h i c h  
p r o v i d e s  in  p e r t i n e n t  part: " A t  l e a s t  t w e n t y - f i v e  p e r c e n t
o f  all . . . f e d e r a l  m i n e r a l  r e v e n u e  s h a r i n g  p a y m e n t s  a n d
b o n u s e s  r e c e i v e d  b y  t h e  S t a t e  s h a l l  b e  p l a c e d  in a p e r m a n e n t  
fund. . . . "  S i n c e  t h e s e  p a y m e n t s  a r e  " f e d e r a l  m i n e r a l  
r e v e n u e  s h a r i n g  p a y m e n t s , "  an a r g u m e n t  ca n b e  m a d e  that  
t w e n t y - f i v e  p e r c e n t  of them, m u s t  b e  p l a c e d  in the p e r m a n e n t  
f u n d  u n d e r  the p l a i n  l a n g u a g e  o f art. IX, sec. 15.

H o w e v e r ,  w e  b e l i e v e  t h a t  t h a t  p r o v i s i o n  must b e  
r e a d  i n c o n j u n c t i o n  w i t h  art. IX, sec. 7. T h e  l a t t e r  
s e c t i o n  a u t h o r i z e s  the  c r e a t i o n  o f  s e p a r a t e  d e d i c a t e d  funds  
" w h e n  r e q u i r e d  b y  the  f e d e r a l  g o v e r n m e n t  f o r  state 
p a r t i c i p a t i o n  in f e d e r a l  p r o g r a m s . "  B e c a u s e  t h e f e d e r a l  
l e g i s l a t i o n  s p e c i f i e s  th e p u r p o s e s  f o r  w h i c h  t h e s e  f e d e r a l  
r e v e n u e  s h a r i n g  p a y m e n t s  m a y  b e  sp ent , a n d  b e c a u s e  d e p o s i t  
in the  p e r m a n e n t  f u n d  is n o t  a m o n g  t h o s e  p u r p o s e s ,  w e  
b e l i e v e  th a t th e b e t t e r  v i e w  is t h a t  f e d e r a l  m i n e r a l  r e v e n u e  
s h a r i n g  p a y m e n t s  f r o m  f e d e r a l  o i l  a n d  ga s l e a s i n g  i n  the 
N a t i o n a l  P e t r o l e u m  R e s e r v e ,  A l a s k a ,  u n d e r  P.L. 96 -5 14  are 
n o t  s u b j e c t  to the r e q u i r e m e n t  in art. IX, sec. 15 that  at 
l e a s t  t w e n t y - f i v e  p e r c e n t  b e  d e p o s i t e d  in the p e r m a n e n t  
fund. W h i l e  r e s o l u t i o n  of the i s s u e  is n o t  e n t i r e l y  clear, 
w e  b e l i e v e  that  this r e s u l t  m a k e s  b e t t e r  s e n s e  in  that it 
a v o i d s  th e a n o m a l o u s  s i t u a t i o n  in w h i c h  c o m p u l s o r y  d e p o s i t  
i n  the  p e r m a n e n t  f u n d  u n d e r  art. IX, sec. 15 c o ul d’ e n t i r e l y  
d e f e a t  s t a t e  p a r t i c i p a t i o n  in th e  f e d e r a l  p r o g r a m  b e c a u s e  
th a t d e p o s i t  w o u l d  be a n  e x p e n d i t u r e  of  the f u n d s  in a m a n ­
n e r  c o n t r a r y  to th e f e d e r a l  l e g i s l a t i o n  a u t h o r i z i n g  t h e i r  
t r a n s m i t t a l  to the s t a t e  in the f i r s t  pl a ce . T h i s  r e s u l t  
w o u l d  s e e m  to f l o w  d i r e c t l y  f r o m  the a u t h o r i z a t i o n  in 
art. IX, sec. 7 for  s e p a r a t e  d e d i c a t e d  f u n d s  " w h e n  r e q u i r e d  
b y  the f e d e r a l  g o v e r n m e n t  fo r s t a t e  p a r t i c i p a t i o n  in f e d e r a l  
p r o g r a m s "  w h i c h ,  p r e s u m a b l y ,  ar e f u n d s  s e p a r a t e  f r o m  the 
p e r m a n e n t  f u n d  e s t a b l i s h e d  in art. IX, se c 15.

A s i n i t i a l l y  i n t r o d u c e d ,  this b i l l  p r e s e n t e d  s e v­
era l  o t h e r  l e g a l  q u e s t i o n s .  See  ou r  l e t t e r  of A p r i l  26, 
1982, to the 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 ,  C h a i r w o m a n ,  S e n a t e  
R e s o u r c e s  C o m m i t t e e ,  o n  thi s s u b j e c t  ( D e p a r t m e n t  of L a w  f i l e  
no. 3 6 6 - 6 1 9 - 8 2 ) .  H o w e v e r ,  t h o s e  p r o b l e m s  a p p e a r  to h a v e  
b e e n  c o r r e c t e d  d u r i n g  the l e g i s l a t i v e  c o m m i t t e e  w o r k  o n  the
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bill. In its current form, it pres ents no legal problems.

Sincerely,

'  /  —r t f  4 - f  1
.  . . .  /Y/ / J *
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J o t  W i l s o n  L. Condon  
t A t t o r n e y  General
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M E M O R A N D U M

TO: S E N A T O R  J O H N  SACK E T T 

S E N A T O R  DON BENNETT 

C O - C H A I R M A N

S E N A T E  F I N A N C E  C O M M I T T E E

FROM: S E N A T O R  BETTYE F A H R E N K A M P  

C H A I R M A N

S E N A T E  R E S O U R C E S  C O M M I T T E E

RE: C S H B  298, "AN A C T  E S T A B L I S H I N G  A  N A T I O N A L  P E T R O L E U M  R E S ER V E ,  ALAS KA ,  

S P E C I AL  R E V E N U E  FU N D . "

DATE: M A Y  10, 1984

During the S e n a t e  R e s o u r c e s  C o m m i t t e e ' s  c o n s i d e r a t i o n  of HB 298, an 

a m e n d m e n t  w a s  a d o p t e d  w h i c h  was u n f o r t u n a t e l y  not in c l u d e d  in the 

R e s o u r c e s  C o m m i t t e e  substitute.

To c o r r e c t  t h i s  dr a f t i n g  o m i s s i o n  by o u r  legal s e r v i c e s  d i v i s i o n ,  I am 

r e q u e st i n g  t h a t  you i n c l u d e  t h i s  technical a m e n d m e n t  during the F i n a n c e  

C o n m i t t e e ' s  d e l i b e r a t i o n  on HB 298. A c o p y  of the o m i t t e d  a m e n d m e n t  is 

a t t a c h e d  f o r  y o u r  information. T h a n k  you f o r  y o u r  assistance.



Official Business Pouch V 
S tate Capitol 

Juneau, Alaska 9981

A M E N D M E N T  #2

On pag e  2, line 5 add the f o l l o w i n g  language:

"(d) A m o u n t s  r e ce i v e d  by the state u n d e r  (a) of t h i s  section and not paid 

u n d e r  (c) of this section shall be"



S enate

Official Business -(1 U, Pouch V
State Capitol 

Juneau, Alaska 99811

A M E N D M E N T  #1

On page 1, l i n e  27 a n d ' 28 m a k e  the follov.'ing changes:

"The c o m m i s s i o n e r  of r e v e n u e  shall p a y  to the s u b d i v i s i o n ^  o f  the 

state tha t  (IS) are m o s t  d i r e c t l y  o r  s e v e r e l y  i m p acted by d e v e l o p m e n t  of oil and"

On page 2, l i n e s  2, 11, 12, 18 and 19 m a k e  c o n f o r m i n g  l a n g u a g e  with 

c h a n g e  m a d e  above.



S e n a t e

Committee on Resources
M I N U T E S

B e l t z  R o o m  
R o o m  211, C a p i t o l

M E M B E R S  P R E S E N T

S e n a t o r  F a h r e n k a m p ,  C h a i r m a n  
S e n a t o r  Ziegler, V i c e - c h a i r m a n  
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M a y  7, 1984 
3:06 p m

C A L E N D A R

H B  298, E s t a b l i s h i n g  a N a t i o n a l  P e t r o l e u m  R e s e r v e - A l a s k a  (NPR-A) 
S p e c i a l  R e v e n u e  Fund.

S e n a t o r  F a h r e n k a m p  m o v e d  to r e p o r t  f r o m  c o m m i t t e e  a l e t t e r  to 
S e n a t o r  K e r t t u l a  s t a t i n g  t h e r e  w e r e  n o  o b j e c t i o n s  to the 
G o v e r n o r ' s  a p p o i n t e e s  to t h e  F i s h e r i e s  Bo a r d .  T h e r e  w a s  no 
o b j e c t i o n .

IIB 298

R o b e r t  He a t h ,  C o m m i s s i o n e r ,  D e p a r t m e n t  o f  R e v e n u e , e x p l a i n e d  t h a t  
the b i l l  i m p l e m e n t s  f e d e r a l  l a w  b y  e s t a b l i s h i n g  a f u n d  to r e c e i v e  
m o n e y  f r o m  N P R - A  l e a s e  sales. T h e  D e p a r t m e n t  of R e v e n u e  o r  the 
L e g i s l a t u r e  w o u l d  t h e n  d e t e r m i n e  w h i c h  a r e a  w a s  s e v e r e l y  i m p a c t e d  
a n d  a p p r o p r i a t e  f u n d s  to t h a t  s u b d i v i s i o n .

T o m  K o e s t e r ,  A s s i s t a n t  A t t o r n e y  G e n e r a l , t e s t i f i e d  t h a t  the 
C o n s t i t u t i o n a l  p r o b l e m s  o f  SB 835, a s i m i l a r  b i l l  v e t o e d  in the 
T w e l f t h  A l a s k a  L e g i s l a t u r e ,  h a d  b e e n  s o l v e d  in H B  298, a n d  
p r o p o s e d  two a m e n d m e n t s  to t h e  b i l l  t h a t  w o u l d  c h a n g e  t h e  w o r d  
s u b d i v i s i o n  to s u b d i v i s i o n s  to c o n f o r m  w i t h  f e d e r a l  law, a n d  
f u r t h e r  c l a r i f y  the i n t e n t  o f  the l e g i s l a t i o n .



S e n a t o r  M u l c a h y  m o v e d  to a d o p t  a m e n d m e n t s  #1 a n d  #2. T h e r e  w a s  no 
o b j e c t i o n .  He t h e n  m o v e d  to a d o p t  SCS C S H B  298 a n d  r e p o r t  it f r o m  
c o m m i t t e e  w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s .  T h e r e  w a s  no 
o b j e c t i o n .

T h e  m e e t i n g  a d j o u r n e d  a t  3:33 pm.
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