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5-1791B
Original sponsors: Frank and Miller

IN THE HOUSE
BY THE COMMUNITY AND REGIONAL 
AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 452 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL =

For an Act entitled: MAn Act making special appropriations ojf: windfall

receipts to the education reserve account and the

municipal assistance reserve account; and providing 

for an effective date.”

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

* Section 1. That portion of the money received by the state on or 

after the effective date of this section from the settlement or final

judicial determination of the Dinkum Sands case (United States v. Alaska)

and not deposited into the Alaska permanent fund under AS 37.13.010(a)(1) 

or (2) or into the public school fund under AS 37.14.110, not to exceed the 

entitlement created under AS 14.17, the foundation account, and AS 14..11, 

the debt retirement account, for the year in which the money is received, 

is appropriated t:o the education reserve account.

* Sec. 2. The money not included in the estimated receipts set out in 

the budget for the fiscal year 1989 submitted under AS 37.07.020(a) that is 

received by the state during the fiscal year ending June 30, 1989, from: an 

agreement under AS 43.05.060 or a final judicial determination against an 

oil and gas producer or a person engaged in the transportation by pipeline 

of oil and gas in the state is appropriated to the education reserve ac­

count .

* Sec. 3. That portion of the money received by the state on or after 

the effective date of this section f r o m  the settlement or final judicial 

determination of the North Slope royalty case (State v. Amerada Hess, et 

al.) and not deposited into the Alaska permanent fund under

-1- CSHB 452(C&RA)
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AS 37.13.010(a)(1) or (2) or into the public school fund under AS 37.14.- 

110, not to exceed the amount appropriated in the previous fiscal year to 

the municipal assistance fund under AS 29.60.350, for the state revenue 

sharing program under AS 29.60.010 - 29.60.300, and for the senior

citizens' and disabled veterans' property tax exemption reimbursement 

program under AS 29.45.030, is appropriated to the municipal assistance 

reserve account.

* Sec. 4. Sections 1 and 2 of this Act take effect on the effective 

date of an Act enacted by the Fifteenth Alaska State Legislature establish­

ing the education reserve account.

* Sec. 5. Section 3 of this Act takes effect on the effective date of 

an Act enacted by the Fifteenth Alaska State Legislature establishing the 

municipal assistance reserve account.

C S H B  4 5 2 ( C & F A ) -2-
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1 IN THE HOUSE B Y  F R A N K  A N D  M I L L E R

2 H O U S E  B I L L  NO. 4 53

3 IN 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 S K A

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

5 A B I L L

6 F or an Act e n t i t l e d :  " An Act r e l a t i n g  to s t a t e  f u n d i n g  of p u b l i c  e d u c a t i o n

7 p r o g r a m s  a n d  m u n i c i p a l  a s s i s t a n c e  p r o g r a m s ;  and

8 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 . "

9 BE  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  ALASKA:

10 * S e c t i o n  1. AS  37.05 is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

11 Sec. 37 . 0 5 . 1 6 1 .  E D U C A T I O N  R E S E R V 1- A C C O U N T .  (a) T h e  e d u c a t i o n

12 r e s e r v e  a c c o u n t  is e s t a b l i s h e d  in the g e n e r a l  f u n d  f or t he p u r p o s e  of 
A tax .— j3 T h C

13 r e c e i v i n g  funds to be a p p r o p r i a t e d  to the p u b l i c  s c h o o l  f o u n d a t i o n

14 p r o g r a m  u n d e r  AS  14.17 a nd t he s c h o o l  c o n s t r u c t i o n  deb t  r e t i r e m e n t

15 p r o g r a m  u n d e r  AS  14.11.100. T h e  a c c o u n t  c o n s i s t s  of a p p r o p r i a t i o n s  to

16 the account.

17 (b) T he leg i s l a t u r e  m a y  r e p l e n i s h  the a c c o u n t  e a c h  y e a r  by

18 m a k i n g  a p p r o p r i a t i o n s  to the a c c o u n t  that are s u f f i c i e n t  to f und the

19 f o l l o w i n g  y e a r’s a p p r o p r i a t i o n  f o r  t he f o u n d a t i o n  p r o g r a m  a n d  the

20 s c hool c o n s t r u c t i o n  debt r e t i r e m e n t  p r o g r a m .

21 Sec. 37.05.162. M U N I C I P A L  A S S I S T A N C E  R E S E R V E  A C C O U N T .  (a) -JFhe

m u n i cipal aD9 i-9*ii»<>»- »frfleryo a c c ount— is c o t q h -l-i-strgd— im— the— g e n e i a -i 
M O T  7 **  j r , v  77~\ p ^ < Z Z j

23 I fainri f.nr the rece i v i n g  f u n d s— to hp gpprrtpri to the

24 \ m u n i c i p a l  a s s i s t a n c e  fund u n der AS  2 9 ^ > 0 ^ ^ 5 C h ^  f o r  t he s t a t e  r e v e n u e

25 . i' )  s h a r i n g  program u n d e r  AS 29.6O.-k&0-, a nd f o r  the s e n i o r  c i t i z e n s '  a nd

A
26 I d i s a b l e d  veterans p r o p e r t y  tax e x e m p t i o n  r e i m b u r s e m e n t  p r o g r a m  u n d e r

27 V A S  29.45.030. T h e consists of ap p r o p r i a t i o n s  tn fch-a a c c o unt.

28 The lo-fti-s-laiur*. .may— r e p l e n i s h — CKe a c c o u n t  e a c h  y e a r  fry

29 ..____________________________________ ____

H B 0 4 5 3 A  i m p : '  "1* HB  4 53
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D I S T R I C T  2 0 A

F in a n c e  C o m m itte e

S T E V E  F R A N K

1125 S u n s e t D rive  

F airbanks, A la s k a  9 9 7 0 1

A l a s k a

W h i l e  in J u n e a u

P.O. B o x V  
J u n e a u , A la s k a  99 811 

(9 0 7 1  4 6 5 - 3 7 0 9

DA TE :

j f y o u £ e  o f  f t e p r e s e n t a t i b e s

T G :  H o u s e  C o m m u n i t y  & R e g i o n a l  A f f a i r s  C o m m i t t e e

FROM: R b p .  S t e v e  F r a n k

R E :  H o u s e  B i l l s  452  a n d  453  - f o r w a r d  f u n d i n g
m u n i c i p a l  p a s s - t h r o u g h  f u n d s

M a r c h  1 6 ,  1988

T h i s  l e g i s l a t i o n ,  i f  e n a c t e d ,  w o u l d  c r e a t e  a  f o r w a r d  
f u n d i n g  m e c h a n i s m  f o r  a l l  m u n i c i p a l  p a s s - t h r o u g h  f u n d s .

B a s i c a l l y  t h e  b i l l  p r o p o s e s  t o  s e t  u p  t w o  a c c o u n t s ;  a n  
e d u c a t i o n  r e s e r v e  a c c o u n t  t h a t  w o u l d  f u n d  b o t h  t h e  f o u n d a t i o n  
f o r m u l a  a n d  s c h o o l  d e b t  r e t i r e m e n t ,  a n d  a  m u n i c i p a l  a s s i s t a n c e  
r e s e r v e  a c c o u n t  t o  f u n d  m u n i c i p a l  a s s i s t a n c e ,  r e v e n u e  s h a r i n g  
a n d  s e n i o r  c i t i z e n / d i s a b l e d  v e t e r a n s  t a x  e x e m p t i o n .

F u r t h e r ,  w e  w o u l d  e a r m a r k  t h e  e x p e c t e d  s e t t l e m e n t s  f r o m  
t h e  D i n k u m  S a n d s  l i t i g a t i o n  t o  f i n a n c e  t h e  s c h o o l  a c c o u n t  a n d  
t h e  a n t i c i p a t e d  s e t t l e m e n t s  f r o m  t h e  A m e r a d a  H e s s  c a s «  t o  f u n d  
t h e  m u n i c i p a l  a s s i s t a n c e  a c c o u n t .

S i n c e  t h i s  p r o p o s a l  w o u l d  n o t  r e q u i r e  a  d e d i c a t i o n  o f  
f u n d s  a n d  d o e s n ' t  t a k e  e x i s t i n g  m o n e y  o f f  t h e  t a b l e ,  i t s  
p o l i t i c a l  p r a c t i c a l i t y  i s  i n c r e a s e d .  I t  i s  i m p o r t a n t  t o  n o t e  
t h a t  t h e  l e g i s l a t u r e ' s  u l t i m a t e  p o w e r  o f  a p p r o p r i a t i o n  w o u l d  
n o t  b e  d i m i n i s h e d  s i n c e  a n  a n n u a l  a p p r o p r i a t i o n  w o u l d  b e  
n e c e s s a r y  f r o m  t h e  r e s e r v e  a c c o u n t s  t o  t h e  D e p a r t m e n t s  o f  
E d u c a t i o n  a n d  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  a s  w e l l  a s  b a c k  
i n  t o  t h o s e  r e s e r v e  a c c o u n t s  t o  r e p l e n i s h  t h e m  f o r  t h e  n e x t  
y e a r ' s  s c h o o l  a n d  m u n i c i p a l  f u n d i n g .

T h e  m a i n  p u r p o s e  o f  t h e  l e g i s l a t i o n  i s  t o  a l l o w  
m u n i c i p a l i t i e s  a n d  s c h o o l  d i s t r i c t s  t h e  a b i l i t y  t o  k n o w ,  w i t h  
g r e a t e r  c e r t a i n t y ,  t h e  l e v e l  o f  s t a t e  f u n d i n g  t h e y  h a v e  
a v a i l a b l e  d u r i n g  t h e i r  b u d g e t i n g  p r o c e s s .  S e t t i n g  a s i d e  m o n e y  
i n  t h e s e  r e s e r v e  a c c o u n t s  i s  a  d i s t i n c t  a d v a n t a g e  o v e r  m e r e l y  
e a r l y  f u n d i n g  b e c a u s e ,  u n d e r  t h i s  p r o p o s a l ,  t h e  m o n e y  a c t u a l l y  
e x i s t s  i n  a n  a c c o u n t  a  y e a r  i n  a d v a n c e ,  t h u s  i n c r e a s i n g  t h e  
c e r t a i n t y  o f  t h e  a p p r o p r i a t i o n s .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .

g > t a t e  l e g i s l a t u r e



F i l e  C o n t e n t s  

H B  4 5 2  -  A p p r o p :  F o r w a r d  F u n d i n g  f o r  E d u c a t i o n

N o . D e s c r i p t i o n

1. B i l l  -  H B  4 5 2

1 . 1 F i s c a l  N o t e  - D e p t ,  o f  E d u c .

2. M e m o  -  f r o m  L e g a l  S e r v i c e s ,  2 / 1 2 / 8 8

3. C h a r t  - G e n e r a l  F u n d i n g  A v a i l a b l e  f o r  A p p r o p .

4. D i n k u m - S a n d s  O i l / G a s  P r i c e s

5. B i l l  R e v i e w  -  H a r r i s o n

6. M e m o  f r o m  S p o n s o r ,  2 / 2 6 / 8 8
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T h e
C o m m u n i t y  a n d  
R e g i o n a l  A f f a i r s

D A TE :

C o m m i t t e e  h a s  c o n s i d e r e d

M A R  1 6  1988

HB 452

" A n  A c t  m a k i n g  s p e c i a l  a p p r o p r i a t i o n s  o f  w i n d f a l l  r e c e i p t s  t o  t h e  e d u c a t i o n  
r e s e r v e  a c c o u n t  a n d  t h e  m u n i c i p a l  a s s i s t a n c e  r e s e r v e  a c c o u n t ;  a n d  p r o v i d i n g  
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RECOMMENDS:
[ ] r e p l a c e  w i t h  
[ ] a t t a c h e d  a m e n d m e n t ( s )

G S  H b  H5Z (ex*)

[ ] d o  p a s s
[ ] d o  n o t  p a s s

n o  r e c o m m e n d a t i o n  
[ ] 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
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[ ] t h e  s a m e  t i t l e  
[ ] a  n e w  t i  t i e

C o m m i t t e e
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A l a s k a  g > t a t e  l e g i s l a t u r e

S T E V E  F R A N K
O t S T R I C T  2 0 A

F in a n c e  C o m m itte e

W h i l e  in Junoiiti

P.O. B ox V  
J u n e a u , A la sk a  99811 

(9 0 7 )  4 6 5 - 3 7 0 9
1125 S u n s e t Driv>’ 

Fairbanks, A la s k a  9 9 7 0 1 FEB 2 9 !988

i ^ o u s e  o f  f t e p r e s e n t a t i b e s

F/’OM:

T O : R e p .  H e n r y  S p r i n g e r ,  C h a i r m a n

H o u s e  C o m m u n i t y  & R e g i o n a l  A f f a i r s  C o m m i t t e e

R e o . Sraeve F r a n k

R E : H o u s o ( / B i l l s  4 52 a n d  4 5 3  - f o r w a r d  f u n d i n g  

m u n i c i p a l  p a s s - t h r o u g h  f u n d s

D A T E : F e b r u a r y  26, 1 9 8 8

R e c e n t l y  I i n t r o d u c e d  l e g i s l a t i o n  t h a t ,  i f  e n a c t e d ,  w o u l d  

c r e a t e  a  f o r w a r d  f u n d i n g  m e c h a n i s m  f o r  a l l  m u n i c i p a l  

p a s s - t h r o u g h  f u n d s  a n d  w o u l d  l i k e  t o  r e q u e s t  a  h e a r i n g  a t  y o u r  

e a r l i e s t  c o n v e n i e n c e .

B a s i c a l l y  w e  p r o p o s e  t o  s e t  u p  t w o  a c c o u n t s ;  a n  e d u c a t i o n  

r e s e r v e  a c c o u n t  t h a t  w o u l d  f u n d  b o t h  t h e  f o u n d a t i o n  formula*''' 
a n d  s c h o o l  d e b t  r e t i r e m e n t ' s  w e l l  a s  a  m u n i c i p a l  a s s i s t a n c e * " '  

r e s e r v e  a c c o u n t  t o  f u n d  m u n i c i p a l  a s s i s t a n c e ,  r e v e n u e  s h a r i n g * - "  

a n d  s e n i o r  c i t i z e n / d i s a b l e d  v e t e r a n s  t a x  exemption.*'''

F u r t h e r ,  w e  w o u l d  e a r m a r k  t h e  e x p e c t e d  s e t t l e m e n t s  f r o m  

t h e  D i n k u m  S a n d s  l i t i g a t i o n  t o  f i n a n c e  t h e  s c h o o l  a c c o u n t  a n d  

t h e  a n t i c i p a t e d  s e t t l e m e n t s  f r o m  t h e  A m e r a d a  H e s s  c a s e  t o  f u n d  
t h e  m u n i c i p a l  a s s i s t a n c e  a c c o u n t .

S i n c e  t h i s  p r o p o s a l  w o u l d  n o t  r e q u i r e  a d e d i c a t i o n  o f  

f u n d s  a n d  d o e s n ' t  t a k e  e x i s t i n g  m o n e y  o f f  t h e  t a b l e ,  i t s  

p o l i t i c a l  p r a c t i c a l i t y  i s  i n c r e a s e d .  I t  i s  i m p o r t a n t  t o  n o t e  

t h a t  t h e  l e g i s l a t u r e ' s  u l t i m a t e  p o w e r  o f  a p p r o p r i a t i o n  w o u l d  

n o t  b e  d i m i n i s h e d  s i n c e  a n  a n n u a l  a p p r o p r i a t i o n  w o u l d  b e  

n e c e s s a r y  f r o m  t h e  r e s e r v e  a c c o u n t s  t o  t h e  D e p a r t m e n t s  o f  

E d u c a t i o n  a n d  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  a s  w e l l  a s  b a c k  

i n  t o  t h o s e  r e s e r v e  a c c o u n t s  t o  r e p l e n i s h  t h e m  f o r  t h e  n e x t  

y e a r ' s  s c h o o l  a n d  m u n i c i p a l  f u n d i n g .

T h e  m a i n  p u r p o s e  o f  t h e  l e g i s l a t i o n  i s  t o  a l l o w  

m u n i c i p a l i t i e s  a n d  s c h o o l  d i s t r i c t s  t h e  a b i l i t y  t o  k n o w ,  w i t h  

g r e a t e r  c e r t a i n t y ,  t h e  l e v e l  o f  s t a t e  f u n d i n g  t h e y  h a v e  

a v a i l a b l e  d u r i n g  t h e i r  b u d g e t i n g  p r o c e s s .  S e t t i n g  a s i d e  m o n e y  

i n  t h e s e  r e s e r v e  a c c o u n t s  i s  s. d i s t i n c t  a d v a n t a g e  o v e r  m e r e l y  

e a r l y  f u n d i n g  b e c a u s e ,  u n d e r  t h i s  p r o p o s a l ,  t h e  m o n e y  a c t u a l l y  

e x i s t s  i n  a n  a c c o u n t  a  y e a r  i n  a d v a n c e ,  t h u s  i n c r e a s i n g  t h e  
c e r t a i n t y  o f  t h e  a p p r o p r i a t i o n s .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .
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M E M O R A N D U M  February 12, 1988

S U B JE C T :

TO:

FROM:

Section-by-section Summary of HB 452, 
an Act making special appropriations 
of windfall receipts to the education 
reserve account and the municipal 
assistance reserve account.

Representative Steve Frank

George Utermohle^^W 
Legislative Counsel

This memorandum contains a section-by-section summary of 
HB 452 as requested by Rick Solie of your staff.

A section-by-section summary of a bill should not be con­
sidered ar authoritative interpretation of the bill. The 
bill itself is the best statement of its contents.

SECTION 1 of the bill appropriates a portion of the money 
received by the state on or after the effective date of this 
section of the bill from the settlement or final judicial 
determination of the Dinkum Sands case (United States v. 
Alaska) to the education reserve account^ The actual amount 
of money appropriated into the education reserve account 
will be that amount remaining after deposits into the per­
manent fund under AS 37.13.010(a)(1) or (2) and the public 
school fund under AS 37.14.110 are made.

SECTION 2 of the bill appropriates any unanticipated wind- 
falls received by the state during fiscal year 1989 from 
agreements under AS 43.05.060 or final judicial deter­
minations against oil and gas producers or oil and gas 
pipeline companies to the education reserve account.

SECTION 3 of the bill appropriates a portion of the money 
received by the state after the effective date of this sec­
tion of the bill from the settlement or final judicial 
determination of the North Slope royalty case (State v.



» ' * “ R e p r e s e n t a t i v e  S t e v e  F r a n k

P a g e  2
F e b r u a r y  1 2 ,  1 9 8 8

Amerada Hess et al.) to the municipal assistance reserve 
account. The actual amount of money appropriated into the 
municipal assistance reserve account will be that amcunt 
remaining after deposits into the permanent fund under 
AS 37.13.010(a)(1) or (2) and the public school fund under 
AS 37.1A.110 are made.

SECTION A of the bill prov des that the appropriations made 
by secs. 1 and 2 of the bi 1 take effect on the effective 
date of a bill enacted by the Fifteenth Alaska State Legis­
lature that creates the education reserve account. However 
money is not placed into the education reserve account un­
less the conditions attached to the appropriations occur, 
such as settlement or final judicial determination of the 
Dinkum Sands case or the receipt of certain windfall rev­
enues during fiscal year 1939.

SECTION 5 of the bill provides that the appropriation made 
by sec. 3 of the bill takes effect on the effective date of 
a bill enacted by the Fifteenth Alaska State Legislature 
that creates the municipal assistance reserve account. 
However, money is not placed into the municipal assistance 
reserve account unless the conditions attached to the appro 
priations occur, such as settlement or final judicial deter 
mination of the Amerada Hess case.

GU :bb 
wkb2/076



G E N E R A L  F U N D S  AVAILAB LE F O R  A P P R O P R IA T IO N

30% 
Rev Est

5 0% 
Rev Est

FY 87 CARRY FORWARD 
FY 88 REVENUES 
FY 88 ADJUSTMENTS 
DINKUM SANDS

TOTAL FY 88 AVAILABLE

FY 88 EXPENDITURES:
OPERATING
SCHOOL DEBT REIMBURSEMENT
G.O. DEBT
CAPITAL
LOANS
FY 88 SUPPLEMENTAL^
JOBS BILL

TOTAL FY 88 EXPENDITURES 

FY 88 CARRY FORWARD***

19.7
1,934.0

147.5
159.8

2,261 .0

1,738.1
109.5
148.0
98.2 
2 2 . 6

60.2
75.2

2,251.8

9.2

19.7
2,095.0

147.5
159.8

2,422.0

1,738.1
109.5
148.0
98.2 
2 2 . 6

60.2 
75.2

2,251 .8

170.2

FY 88 CARRY FORWARD 
FY 89 REVENUES 
FY 89 ADJUSTMENTS 
Total FY 89 Revenues

PROPOSED FY89 EXPENDITURES:
OPERATING
SCHOOOLDEBT REIMBURSEMENT
G.O. DEBT
OTHER DEBT
CAPITAL
LOANS
NEW LEGISLATION 

TOTAL FY 89 EXPENDITURES 

FY 89 CARRY FORWARD

9.2
1,784.6

6 8 . 2

1,862.0

1,844.3
117.7
135.6
1 1 . 8

79.4
30.6
1 0 . 0

2,229.4

-367.4

170.2
1,981.0

6 8 . 2

2,219.4

1,844.3
117.7
135.6
1 1 . 8

79.4
30.6
1 0 . 0

2,229.4

- 1 0 . 0
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N o t e s  to this r even u e analysis:

Revenue Estimates are b a se 1 on the Feb. 11, 1988 memo from Dept, 
o f Revenue. New forecast is expected around the 25th of March.

FY 88 su pp lem en ta l  include the Governor's latest request, plus the 
300.0 for formation of the Aleutians East Borough.

Under proposed FY 89 Expenditures, the operating budget proposal 
does n o t  include the Governor's additional request of 21.6 million. 
New leigislation estimate of 10.0 million is only  an estimate.
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WHAT ARE THE OIL AND GAS CASES ABOUT?

I. United States v. Alaska " D I  h i K . U / Y ]  b / ^ A / O S  "

A. Issues involved:

1. The "enclave issues": use of strict application of

the method of arcs and circles versus staight baselines

2. Is Dinkum Sands an island?

3. The counterclaim issues:

(a) whether NPRA's submerged lands are Alaska's;

(b) whether Alaska has title to the submerged 

lands underlying the coastal lagoons between the Canning 

River and the Canadian border;

(c) whether the 1975 expansion of the ARCO dock is 

part of the state's coastline; and

(d) whether the southern portion of Harrison Bay 

is part of the inland waters of Alaska.

B. Amount in litigation

Currently in escrow is approximately $900 million. 

That amount is expected to exceed $1 billion at the time a final 

decision is rendered.

C. Current status

1. Currently pending before a special master of the 

United States Supreme Court.

-  1 -



2. After special master's decision, parties may-

present their respective cases to the United States Supreme 

Court.

3. Estimated final decision: 1990.

D. R e p r e s e n t a t i o n

1. Tom Koester, Assistant Attorney General.

2. John Briscoe, partner in the San Francisco law

firm of Washburn and Kemp.

II. State v. Amerada Hess, et al.

A. Issues involved:

1. Interpretation of the state's lease form DL-lj

2. Determination of disposition of each barrel of oil 

produced between 1977 and 1986,

B. Amount in litigation

The defendants have estimated the range as between $300 

million and $2 billion.

C. Current status

1. The case is expected to go to trial in October 

1989. There is a rigorous schedule leading to that trial date

-  2 -



(depositions, witness lists, expert testimony, summary judgment 

motions, etc.)

2. Trial is expected to last six months.

3. Decision in superior court in Spring 1990, with

right of appeal to Alaska Supreme Court. Earliest decision:

1992.

4. Three defendants have filed suit in U.S. District

Court claiming that no Alaska court can try the case fairly

because if the state succeeds, the permanent fund will be 

enriched -- accordingly, the permanent fund dividends will b<'. 

increased. Each qualified juror and judge would therefore 

benefit from the outcome of the case -- a conflict of interest. 

The state has moved to dismiss the complaint.

D. Representation

1. Lead counsel is Wilson Condon of Hellen, Partnow & 

Condon, Anchorage.

2. Morrison and Foerster of San Francisco, Law 

Offices of Spencer Hosie (San Francisco) , and Law Offices of 

Robert Stoller (Anchorage) support the effort.

III. Pipeline Matters

A. Issues presented



1. TAPS

(a) compliance with the terms of the settlement;

(b) monitoring of Arctic Slope efforts to seek 

reversal of the settlement in the United States Supreme 

Court.

2. Pipeline rate cases (Kuparuk, Endicott, and Milne

Point) are aimed at determining that the tariffs are just and 

reasonable.

B. Amounts at stake

1. The TAPS settlement has brought in more than $1.2

billion through reduced tariffs (thus increasing the wellhead 

value for purposes of both taxation and royalties).

2. The compliance effort is to determine that the

TAPS owners abide by the terms of the settlement. This year, our 

audit raised major exceptions to the owners' tariff filings, 

resulting in $40 million in additional revenues to the state.

3. The Kuparuk, Endicott, and Milne Point pipeline

rate cases together raise in excess of $70 million in potential 

gains to the state over the life of the respective pipelines.

C. Current status

- 4 -



1. TAPS compliance monitoring is on-going. The TAPS 

settlement appeal by Arctic Slope Regional Corporation to the 

United States Supreme Court is expected shortly.

2. The Kuparuk case is currently awaiting decision by 

an administrative law judge. The Endicott case goes to hearing 

in late June 1988. Milne Point has not announced resumption of 

production yet.

D. Representation

1. Lead counsel is Robert Loeffler, partner in 

Washington, D.C. office of Morrison and Foerster.

2. Edward Twomey, Newman & Holtzinger, Washington,

D.C.

IV. The Tax Cases

A. Issues presented

Because of the confidentiality provisions of 

AS A3.05.230, the department cannot detail the specific issues or 

taxpayers who have disputed the state's tax assessments. The 

disputes arise under AS 43.21 (separate accounting income tax) 

and AS 43.55 (the oil and gas production tax). Parallels may be 

drawn to the Amerada Hess litigation to the extent that a netback 

to the point of production for purposes of determining a value is

- 5 -



required. In the income tax cases, various deductions are also 

at issue.

B. Amounts at stake

Cases funded by the Department of Law account for 

approximately $500 million to $1 billion of the estimated $2.3 

billion in disputed taxes.

C. Current status

One major case is scheduled to go to hearing in June 

1988 and conclude in early 1989, to be followed by a second major 

case in 1989. Smaller cases will be scheduled on an on-going 

basis.

D. Representation

1. The major tax cases are directed in-house by

Assistant Attorney General Barbara Herman.

2. Ms. Herman and her staff are assisted by the law

firms of Preston, Thorgrimson (Anchorage) and Morrison and 

Foerster's Washington, D.C. office.
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Pouch V

H o u s e  o f  R e p r e s e n t a t i v e s  Juneau, Alaska 99811

(907) 465-4833

Committee on 

C o m m u n i t y  &  Regional Affairs

March 16, 1988

Rep. Henry Springer, Chairman HCRA

David C. Harrison, P.A., HCRA ! h & -

HB 452 "An Act making special appropriations of windfall 
receipts to the education reserve account and the 
municipal assistance reserve account; and providing 
for an effective date." Sponsors Frank and Miller

REVIEW of HB 452

Section 1. Under this section an education reserve account 
is to be set up from that portion of the money received from 
the Dinkum Sands not deposited to the Alaska permenant fund 
or into the public education reserve account made available.

AS 37.13.010(a) refers to Article IX § 15 of the Alaska 
Constitution that established a separate fund the Alaska 
permenant fund.

AS 37.14.110 refers to Public School Fund that is 
established as a separate fund in the public school fund.
Sums come from the management of state land, amounts paid 
to the state proceeds of sale or annual rent of surface 
rights, mineral lease rentals, royalties, royalty sale 
proceeds, and federal mineral revenue-sharing payments of 
bonuses.

Sec. 2, refers to money not included in the estimated 
receipts based upon the governor's budget for FY 1989. Also 
money from an agreement(s) under AS 43.05.060 whereby 
settlements under judicial determination are awarded to the 
state against certain persons and industries - such money 
would be appropriated to the education reserve account.

AS 37.07.020(a) refers to the governor's responsibility in 
preparing and submitting the state budget.

COMMENTS: Copy of General Funds Available for Appropriation 
provides an insight into revenue estimates based upon Feb.
11, 1988, memo from Dept, of Revenue. It is noted that a 
part of the Dinkum Sands settlement of $159.8 million has 
been made a part of the revenue estimates to the general 
fund for FY '89. No doubt the permenant fund share has 
been deposited to the permenant fund.

A l a s k a  & t a t e  l e g i s l a t u r e



If HB 452 becomes law, after requirements of the permenant 
fund are made what is left will be deposited to (1) the edu­
cation reserve account and to (2) the municipal reserve 
account formunicipal revenue sharing, municipal assistance 
account and for property tax exemption program.

Sec. 3, refers to money received from Amerada Hess, et 
al., settlement that would not be placed in the Alaska 
permenant fund or the public school fund would be 
appropriated to the municipal reserve account.

COMMENTS: Please see attached "What Are the Oil and Gas
Cases About?" Litigation, amounts involved and those in­
volved are listed for your review.

Sec. 4, refers to effective dates establishing the 
education reserve account, specifically Secs. 1 and 2.

Sec. 5, provides an effective date for Sec. 3 for the 
municipal reserve account.




