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M E M O R A N D U M March 29, 2004

S U B J E C T CSHB 333(HES) (Work Order No. 23-LS0991VN)

T O Representative Peggy Wilson
Attn: Linda Miller j ^

F R O M : Donald M. Bullock Jr.
Legislative Counsel

Enclosed with this memorandum is a final version of CSHB 333(HES). This version of 
the bill is based on CSHB 333(EDU) and includes the two amendments made by your 
committee. The first amendment allocates the receipts from the land conveyed under 
AS 14.40.507 so that elementary and secondary education programs receive 60 percent of 
the receipts and the university receives 40 percent. The second amendment was a 
conceptual amendment that transmits the receipts for elementary and secondary education 
into the Public School Trust Fund (AS 37.14.100). Since the Public School Fund 
Advisory board oversees the Public School Trust Fund, the bill no longer creates a new 
board.

Please review my memo to you concerning the risks and possible repercussions from 
contributing a new source of revenue into the Public School Trust Fund. In this version 
of the bill, I have added a duty for the commissioner of revenue to separately account for 
the contributions in this bill for the purpose of determining the percentage of market 
value that may be appropriated for elementary and secondary education.

Also, as I noted in my earlier memo, AS 29.45.030(a)(1)(B) in sec. 5 of the bill should be 
amended to exclude from taxation the interest in land transferred to the public school 
trust fund.

If I may be of further assistance, please advise.

DMB.med
04-336.med
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SUBJECT: CSHB 333(EDU) and Public School Trust Fund issues 
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TO Representative Peggy Wilson 
Attn: Linda Miller .

FROM: Donald M. Bullock Jr.
Legislative Counsel

Enclosed with this memorandum is a draft CSHB 333(HES). Although the first 
amendment you provided me is clear (the allocation of the income between the university 
and elementary and secondary education) the conceptual amendment has at least two 
issues that need to be addressed. In addition, I am suggesting one further amendment to 
be considered, either in committee or on the floor.

The first amendment passed by the committee changed the allocation of the total receipts 
from equal shares to 60 percent for the education trust fund and 40 percent to the 
university endowment trust. I changed your three-fifths and two-fifths fractions to 
percentages as a stylistic change. These changes appear in AS 14.40.505 which would be 
enacted by sec. 4 of the bill.

The conceptual amendment, passed by the committee, would make two significant 
changes to the bill. First, the share of the receipts for elementary and secondary 
education would be deposited into the Public School Trust Fund established in 
AS 37.14.110. Second, the Public School Trust Fund Advisory Board created in 
AS 37.14.120 would perform the functions that had been assigned to the Education Trust 
Fund Board. The latter change is included in this draft of the bill based on our 
conversation on March 23. However, I need additional guidance from you regarding the 
deposit of receipts into the Public School Trust Fund.

The conceptual amendment would direct money conveyed to the education trust under 
AS 14.40.507 into the Public School Trust Fund,1 rather than to the education trust fund. 
The net income of the Public School Trust Fund is dedicated to the state public school

1 Under AS 37.14.150, the Public School Trust Fund receives one half of one percent of 
the total receipts derived from the management of state land, including amounts paid to 
the stales as proceeds of sale or annual rent of surface rights, mineral lease rental, 
royalties, royalty sale proceeds, and federal mineral revenue sharing payments or 
bonuses.
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program.2 By comparison, AS 14.40.503, which would be enacted in sec. 4 of the bill, 
would allow the legislature to appropriate "up to five percent of the market value of the 
education trust fund" for elementary and secondary education. Thus, there is a 
discrepancy between the appropriation of "net income" and the percentage of market 
value. How would you like this discrepancy to be resolved?

Perhaps a more significant issue is the legal effect of directing an additional revenue 
stream into the Public School Trust Fund. Although there is no clear authority on this 
subject, additional contributions to the Public School Trust Fund would, in my opinion, 
put the dedication of the fund to public schools at risk.

A brief explanation of the purpose and history of the Public School Trust Fund is helpful' 
in addressing this question. This fund is dedicated to the support of the public school 
system and is not a violation of the dedicated fund rule because it falls within an 
exception to the prohibition against dedicated funds. As a general rule, if a dedication is 
required for participation in a federal program or the fund was in existence before 1959, 
then the Alaska Constitution does not prohibit dedication of those funds. See Art. IX, 
sec. 7, Constitution of the State of Alaska.

The Public School Trust Fund (AS 37.14.110) and the required contribution of certain 
receipts (AS 37.14.150) were established to satisfy trust obligations imposed under 
federal law before 1959. In 1915 congress granted land to the state to hold in trust for 
public schools under 48 U.S.C. 353. In 1978, the legislature redesignated the land as 
general grant land and established the Public School Trust Fund. The legislature also 
dedicated one half of one percent of the total receipts from the management of state land 
and federal mineral revenue-sharing payments to the fund under AS 37.14.150.3 
Therefore, the present trust fund and the dedication of revenue are intended to satisfy 
federal trust requirements imposed when the land was originally granted to the state for 
public schools.

The Attorney General has concluded that a trust obligation exists with respect to the fund 
and that the dedication of revenues to the fund is constitutional until the amount

2 AS 37.14.140 prohibits the appropriation of the net income for a purpose other than the 
support of the public schools. Revenue that has not been appropriated or appropriated 
but not expended, remains in the fund until appropriated or expended.
3 Sec. 2, ch. 182, SLA 1978, redesignated school land as general grant land. The land 
redesignated consisted of, "sections 16 and 36 in each township surveyed before 1959 
under the Act of March 4, 1915, 48 U.S.C. 353, and patented to or approved for patent to 
the state on July 1, 1978 and land designated as school land which was received in 
exchange for land granted under that federal land grant and land granted to the state as 
lieu or indemnity land." A township is approximately 6 miles square and contains 36 
sections. Black's Law Dictionary 1492 (6th ed. 1990). The two sections in each 
township dedicated to schools represent approximately 5.6% of the land in the surveyed 
townships.



deposited equals the fair market value of the school lands. When the amount deposited 
into the fund exceeds the fair market value of the school lands, the Attorney General has 
opined that the additional deposits conflict with the dedicated fund provision of the 
Alaska Constitution. (1988-1 Op. (Inf.) Att'y, Gen 293;1985-2 (Inf.) Att'y Gen 159; See 
also 1992 Op. Att'y Gen. No. 1).

It is possible, however, that the current fund and dedication of revenue could be 
vulnerable to legal challenge. It may be that a court would not agree that the decision to 
reconstitute the trust in 1978 from land to money, in itself, permits the dedication of 
revenue to accomplish this. There is no clear legal authority on how the court would treat 
this issue.

With this background in mind, the authority of the legislature to increase the amount 
flowing into the principal of the fund, can be examined. As a creation of the legislature, 
AS 37.14.150 could be amended by the legislature to allow for the contribution of the 
new receipts identified in CSHB 333(HFS) to the existing trust fund. I do not believe 
any changes to federal law are required. However, it is unclear how this would affect the 
fund's status as an exception to the dedicated fund prohibition. It is possible that, if any 
significant changes-iu~e_made to the present statutory framework-of-the-fund. it would 
destroy th£_fuad!s-ProtectetLstatus_as„an-exception to. the dedicated fund rule. This is one 
risk you incur if the amount nLmnney flowing into the,pdncipalofjhe fund is increased 
by the legislature.

This also raises a related issue. If the legislature increases the amount that annualf flows 
into the fund, the fund may more quickly grow beyond the original fair market value of 
the lands used to create the original federal trust. This issue certainly exists anyway, as 
noted by the Attorney General in opinions cited above. Jrushort, any change to the Public 
School Trust Fund creates a risk thatjhgjfund would lose its protected status as a fund 
that can legally dedicate money, topuhKc-ScJlpols.

Please let me know whether you would like a new CS for HB 333 that would direct the 
new receipts for education into the Public School Trust Fund rather than the Education 
Fund, and how you would like the difference between the bill’s use of percentage of 
market value and net income in AS 37.14.140 to be resolved.

As a final point, in my review of the bill for your CS, I noted that AS 29.45.030(a)(1)(B), 
which would be amended in sec. 5 of the bill, should be amended to also shield the 
interest in land conveyed to the education trust from taxation.

If I may be of further assistance, please advise.

DMB:mdr 
04-114.mdr

R epresen tative P eggy  W ilson
M arch 24, 2004
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CS FOR HOUSE BILL NO. 333(HES)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BY T H E  H O U S E  H E A L T H , E D U C A T IO N  AND S O C IA L  S E R V IC E S  C O M M IT T E E

O ffered :
R efe rred :

S p o n s o rs ) :  R E P R E S E N T A T IV E S  O G G , C O G H IL L  AND H O L M , W ilson

A BILL 

FOR AN ACT ENTITLED  

"An Act relating to an endowment for public education and the University of Alaska; 

relating to university land; establishing a trust fund for public education; and providing 

for an effective date."

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

* Section 1. AS 14.40.170(a) is amended to read:
(a) The Board of Regents shall

(1) appoint the president of the university by a majority vote of the 
whole board, and the president may attend meetings of the board;

(2) Fix the compensation of the president of the university, all heads of 
departments, professors, teachers, instructors, and other officers;

(3) confer such appropriate degrees as it may determine and prescribe;
(4) except as provided under AS 14.40.507, have the care, control, 

and management of
(A) all the real and personal property of the university; and

-1- CSHB 333(HES)
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(B) land
[(i)] conveyed to the Board of Regents by the 

commissioner of natural resources in the settlement of the claim of the 
University of Alaska to land granted to the state in accordance with the 
Act of March 4, 1915 (38 Stat. 1214), as amended, and in accordance 
with the Act of January 21, 1929 (45 Stat. 1091), as amended; [AND

(ii) SELECTED BY THE UNIVERSITY OF ALASKA 
AND CONVEYED TO IT BY THE COMMISSIONER OF 
NATURAL RESOURCES UNDER AS 14.40.365;]
(5) keep a correct and easily understood record of the minutes of ever}' 

meeting and all acts done by it in pursuance of its duties;
(6) under procedures to be established by the commissioner of 

administration, and in accordance with existing procedures for other state agencies, 
have the care, control, and management of all money of the university and ke<-p a 
complete record of all money received and disbursed;

(7) adopt reasonable rules for the prudent trust management and the 
long-term financial benefit to the university of the land of the university;

(8) provide public notice of sales, leases, exchanges, and transfers of 
the land of the university or of interests in land of the university;

(9) administer, manage, market, and promote a postsecondary 
education savings program, including the Alaska Higher Education Savings Trust 
under AS 14.40.802 and the Alaska advance college tuition savings fund under 
AS 14.40.803 - 14.40.817.

* Sec. 2. AS 14.40.291(a) is amended to read:
(a) Notwithstanding any other provision of law, university-grant land, state 

replacement land that becomes university-grant 'and on conveyance to the university, 
[LAND SELECTED BY AND CONVEYED TO THE UNIVERSITY OF ALASKA 
UNDER AS 14.40.365,] and any other land owned by the University of Alaska2 
except for land transferred under AS 14.40.507, is not and may not be treated as 
state public domain land. [LAND CONVEYED TO THE UNIVERSITY OF 
ALASKA UNDER AS 14.40.365 SHALL BE MANAGED UNDER AS 14.40.365 -

333(HES) -2-
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14.40.368 AND POLICIES OF THE BOARD OF REGENTS OF THE UNIVERSITY 
OF ALASKA.]

* Sec. 3. AS 14.40.400(a) is amended to read:
(a) The Board of Regents shall establish a separate endowment trust fund in 

which shall be held in trust in perpetuity all
(1) net income derived from the sale or lease of the land granted under 

the Act of Congress approved January 21, 1929, as amended;
(2) receipts transferred to the fund under AS 14.40.505 [NET 

INCOME DERIVED FROM THE SALE, LEASE, OR MANAGEMENT OF THE 
LAND SELECTED BY AND CONVEYED TO THE UNIVERSITY OF ALASKA 
UNDER AS 14.40.365]; and

(3) monetary gifts, bequests, or endowments made to the University of 
Alaska for the purpose of the fund.

* Sec. 4. AS 14.40 is amended by adding new sections to read:
Sec. 14.40.495. Education trust and education trust fund established, (a) 

The education trust and education trust fund are established as a trust and a separate 
education trust fund of the state.

(b) The education trust corpus is composed of the undivided interest in lands 
conveyed to it under AS 14.40.507.

(c) The principal of the education trust fund consists of
(1) sums transferred to the fund under AS 14.40.505; and
(2) gifts, bequests, and contributions of cash or other assets from a

person.
(d) The amount available for appropriation from the education trust fund shall 

be calculated by the commissioner of revenue under AS 14.40.503.
Sec. 14.40.497. Powers and duties o f the commissioner of revenue. The 

commissioner of revenue is the treasurer of the education trust fund and has the power 
and duty, subject to the oversight of the Public School Fund Advisory Board under 
AS 37.14.130, to

(1) act as official custodian of the cash and investments belonging to 
the education trust fund by securing adequate and safe custodial facilities;

WORK DRAFT WORK DRAFT 23-L.S099l\E
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(2) receive all items of cash and investments belonging to the 
education trust fund;

(3) collect the principal and income from investments owned or 
acquired by the education trust fund and deposit the amounts in the education trust 

fund;
(4) invest and reinvest the assets of the education trust fund as 

provided in this section and as provided for the investment of funds under 
AS 37.14.170;

(5) exercise the powers of an owner with respect to the assets o f the 

education trust fund;
(6) maintain accounting records of the education trust fund in 

accordance with investment accounting principles and AS 14.40.503;
(7) engage an independent firm of certified public accountants to 

annually audit the financial condition of the education tmst fund's investments and 
investment transactions;

(8) enter into and enforce contracts or agreements considered 
necessary for the investment purposes of the education trust fund;

(9) report to the board the condition and investment performance of the 
education trust fund; and

(10) do all acts, whether or not expressly authorized, that the 
commissioner of revenue considers necessary or proper in administering the assets of 
the education trust fund.

Sec. 14.40.503. Use of education trust fund; percentage of market v J u e . 

Up to five percent of the market value of the education trust fund, as established under 
AS 14.40.495, may be annually appropriated by the legislature equally for the support 
of public elementary and secondary education.

Sec. 14.40.505. Funding from education trust and university' lands. By 
November 15 of each year, the commissioner of revenue shall transfer to the principal 
of the education trust fund (AS 14.40.495) 60 percent, and to the University of Alaska 
endowment trust fund (AS 14.40.400) 40 percent, of a sum equal to the total receipts 
derived from the management of the land conveyed under AS 14.40.507, including

WORK DRAFT WORK DRAFT 23-LS0991\E
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amounts paid to the state as proceeds of sale or annual rent of surface rights, mineral 
lease rentals, royalties, or royalty sale proceeds from the previous fiscal year, after 
deducting contributions to the Alaska permanent fund that are required by law.

Sec. 14.40.507. Education trust and university land endowment. The 
legislature conveys to the University of Alaska as tenant in common with the state, 
and subject to the limitations of this section, an undivided two percent interest in land 
that constitutes the state public domain, and to the education trust as tenant in common 
with the state, and subject to the limitations of this section, an undivided two percent 
interest in state land that is managed by the Department of Natural Resources under 
AS 38. The conveyance shall be recorded under AS 40.17.020. Notwithstanding 
another provision o f law,

(1) the interest in land conveyed to the University of Alaska and the 
education trust is strictly limited to the right to receive income earned and received by 
the state as proceeds from royalties, rent, sale, lease, and other disposal of land that 
constitutes the state public domain and state land that is managed by the Department 
of Natural Resources under AS 38, after deducting contributions to the Alaska 
permanent fund required by law and after deducting administrative service fees, 
application fees, filing fees, processing fees, or other similar fees;

(2) the interest in land conveyed to the University of Alaska and the 
education trust does not include a right or interest in possession of land, in the 
management or disposal of the land, or in a decision-making process relating to the 
use of the land; except where otherwise provided in law and regulation, the 
Department of Natural Resources shall be the sole agency to manage or dispose of 
land subject to this section;

(3) the Department of Natural Resources does not owe the University 
of Alaska or the education tmst a fiduciary duty with respect to its management or 
disposition of the land subject to this section.

Sec. 14.40.509. Definitions. In AS 14.40.495 - 14.40.509,
(1) "board" means the Public School Fund Advisory Board established 

by AS 37.14.120;
(2) "fund" means the education trust fund established in AS 14.40.495.

-5- CSHB 333(HES)
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* Sec. 5. AS 29.45.030(a) is amended to read:
(a) The following property is exempt from general taxation:

(1) municipal property, including property held by a public corporation 
of a municipality, state property, property of the University of Alaska, or land that is 
in the trust established by the Alaska Mental Health Enabling Act of 1956, P.L. 84- 

830, 70 Stat. 709, except that
(A) a private leasehold, contract, or other interest in the 

property is taxable to the extent of the interest; however, an interest created by 
a nonexclusive use agreement between the Alaska Industrial Development and 
Export Authority and a user of an integrated transportation and port facility 
owned by the authority and initially placed in service before January 1, 1999, 
is taxable only to the extent of, and for the value associated with, those specific 
improvements used for lodging purposes;

(B) notwithstanding any other provision of law, property 
acquired by an agency, corporation, or other entity of the state through 
foreclosure or deed in lieu of foreclosure and retained as an investment of a 
state entity is taxable; this subparagraph does not apply to federal land granted 
to the University of Alaska under AS 14.40.380 or 14.40.39G, to other land 
granted to the university by the state to replace land that had been granted 
under AS 14.40.380 or 14.40.390, or to an interest in land conveyed by the 
state to the university or the education trust under AS 14.40.507 

[AS 14.40.365];
(C) an ownership interest of a municipality in real property 

located outside the municipality acquired after December 31, 1990, is taxable 
by another municipality; however, a borough may not tax an interest in real 
property located in the borough and owned by a city in that borough;

(2) household furniture and personal effects of members of a
household;

(3) property used exclusively for nonprofit religious, charitable, 
cemetery, hospital, or educational purposes;

(4) property of a nonbusiness organization composed entirely of

CSHB 333(HES) -6-
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persons with 90 days or more of active service in the armed forces of the United States 
whose conditions of service and separation were other than dishonorable, or the 
property of an auxiliary of that organization;

(5) money on deposit;
(6) the real property of certain residents of the state to the extent and 

subject to the conditions provided in (e) of this section;
(7) real property or an interest in real property that is exempt from 

taxation under 43 U.S.C. 1620(d), as amended;
(8) property of a political subdivision, agency, corporation, or other 

entity of the United States to the extent required by federal law; except that a private 
leasehold, contract, or other interest in the property is taxable to the extent of that 
interest;

(9) natural resources in place including coal, ore bodies, mineral 
deposits, and other proven and unproven deposits of valuable materials laid down by 
natural processes, unharvested aquatic plants and animals, and timber.

* Sec. 6. AS 37.14.130 is amended to read:
Sec. 37.14.130. Powers and duties o f board. The board created in 

AS 37.14.120 has the following powers and duties:
(1) to hold regular meetings and special meetings considered 

necessary; [AND]
(2) to have prepared an annual accounting of the principal and income 

of the fund established in AS 37.14.110^
(3 ) to oversee the administration o f the education trust fund 

established in AS 14.40.495 bv the commissioner o f revenue; and
(4) to submit to the governor and make available to the legislature 

by February 1 each year a report describing the annual level o f contributions to, 
income of, and expenses o f the education trust fund [REPEALED],

* Sec. 7. AS 14.40.365, 14.40.366, 14.40.368, and 14.40.461 are repealed.
* Sec. 8. The uncodified law of the State of Alaska is amended by adding a new section to 

read:
APPLICABILITY. AS 14.40.505, as enacted in sec. 4 of this Act, applies to receipts

WORK DRAFT WORK DRAFT 23-LS0991\E
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* Sec. 9. This Act takes effect July 1, 2004.
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"An Act relating to  an endow m ent fo r public education; and providing fo r an 
effective date."

This bill would establish a separate education fund of the state. The principal of the fund would be 
created by sums transferred to the account by the commissioner of revenue each year. This sum would 
equal the total receipts derived from the management of state and University of Alaska lands as 
established in AS 14.40.507. In addition, the principal of the fund would be augmented by the 
allowance of gifts, bequests, and contributions of cash or other assets from individuals. The principal 
of the fund shall be retained perpetually in the fund for investment. The net income of the fund may be 
appropriated annually by the legislature.

In essence, the stale and the University would be “tenants in common,” meaning that, for the intent 
and purposes of this bill, one percent of the land conveyance to the state under sections 6 (a) ano (b) of 
the Alaska Statehood Act shall be conveyed to the “tenants” upon the effective date of this bill. The 
tenants would then accumulate one percent of all new amounts paid to the state as proceeds of sale or 
annual rent of surface rights, mineral lease rentals, royalties, royalty sale proceeds, and federal mineral 
revenue-sharing payments or bonuses from the effective date of this bill.

The rights of management and development of land conveyed under this concept would be retained by 
the Department of Natural Resources (DNR). However, the heightened fiduciary duty to the University 
that is usually owed by a managing tenant in common to other tenants in common will not apply. This 
bill does not require additional consultation or review by the University of DNR’s land management 
decisions.

A new hoard within the Department of Education and Early Development (EED), entitled the 
Education Fund Board is established by this bill and would be responsible for administering the funds. 
The board would be comprised of the President of the University, two current members of the Board of 
Regents, and two members of the State Board of Education, the commissioner of EED, and three 
public members.

With the exception of four states, all of the university land grants were settled before the end of the 
19th century. Alaska is one of those slates. The time has come for Alaska to endow its public 
education system with a grant of its land. Of all the states, Alaska’s Land Grant University is 49,h in 
acreage granted by the stale or federal government. The only state university that has less of a land 
grant is Delaware. This is not a situation of unwillingness on the part of the state or federal 
government, but a situation of circumstances.

District 36 - Kodiak Island Borough/Lake & Peninsula Borough 
Akhiok • Chiniak • Karluk • Kodiak • Larsen Bay • Old Harbor • Ouzinkic • Port Lions 

Iguigig • Iliamna • Kokhnnok • Levelock • Newlialen • Nondalton • Pedro Bay • Port Alsworth

mailto:rep.dan.ogg@legis.state.ak.us


In 1634, four years after the establishment of the Massachusetts Colony, the colony’s founding fathers 
gave an island as a land grant to Dorchester, one of the colony’s towns. Dorchester dedicated the 
income from the island to fund the first free school in America. Granting lands for funding education 
has been the case ever since. The Morrill Act of 1862 entitled each state a grant of federal lands the 
income from which would provide the financial base of operation for at least one college or university. 
The University of Alaska at Fairbanks is Alaska’s Land Grant University.

During the territorial days, land transferred to the University was minimal since a prerequisite to any 
transfer was that the land had to be surveyed. Since most of Alaska was not surveyed, only about
112,000 acres were transferred before statehood. When Alaska became a state, the federal government 
granted Alaska 104 million acres. Many assumed the University’s land grant would come out of the 
stale lands. Since statehood four attempts have been made by the legislature to grant lands to the 
University. Legislation to grunt lands was vetoed once by Governor Bill Egan and three times by 
GovernorTony Knowles. The last land grant was Senate Bill 7 of the 21s1 Legislature, which granted 
the University 250,000 acres. The veto by Knowles was subsequently overridden by the legislature 
with a two-third’s vote.

The governor then challenged the validity of the veto asserting that the hill was an “appropriation” and 
required a three-quarter veto override. The legislature challenged the Knowles decision in court. The 
Alaska Supreme Court’s recent decision ruled in favor of the legislature indicating that they had 
legally overridden Knowles’ veto. Unfortunately, the court remanded the case to the stale Superior 
Court to determine if giving state land to the University created an unconstitutionally dedicated fund.

Should the grant be found by the court to be a constitutional dedication, actual revenues going to the 
University will be a long lime coming. In response to a legislator’s question on January 22, 2004 
inquiring how long before land is developed under Senate Bill 7, the University responded that under 
the best of circumstances, the University docs nol expect to make anything off that land for 10 years 
and it could well be 20 years.

Passage of this bill will accomplish the recession of Senate Bill 7, thus ending the remaining court 
battle over unconstitutional dedication. It will give the University and public education a land asset 
without the headache of land management. It will eliminate the lengthy need for selection and separate 
development and the costs attached thereto. It will develop an income stream from the endowment as 
soon as new revenues from new developments and new land sales occur. With HB333, the education 
endowment could begin now, instead of 10 to 20 years from now.

Consider the size of an endowment if 1 % had been set aside since statehood. In fiscal year 2003 the 
cumulative total petroleum revenue from just oil over these intervening years is over $53 billion. One 
percent of that figure is $530 million. That number doesn’t take into account that the revenue would 
have been compounded yearly adding to the principal of that endowment and the subsequent income 
stream to the University and K-12 education.

If enacted, this bill will affect only 1% of new income from new developed resources or the new sale 
of state lands. This will not impact existing income streams from resources or land sales. The 
endowment will build over time, so present and future generations will benefit educationally from our 
grant land asset.
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CS FOR HOUSE BILL NO. 333( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:
S p onso r(s): R E P R E S E N T A T IV E S  O G G , C O G H IL L  AND H O L M , W ilson

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to an endowment for public education and the University of Alaska; 

relating to university land; establishing a trust fund for public education; and providing 

for an effective date."

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

* Section 1. AS 14.40.170(a) is amended to read:
(a) The Board of Regents shall

(1) appoint the president of the university by a majority vote of the 
whole board, and the president may attend meetings of the board;

(2) fix the compensation of the president of the university, all heads of 
departments, professors, teachers, instructors, and other officers;

(3) confer such appropriate degrees as it may determine and prescribe;
(4) except as provided under AS 14.40.507, have the care, control, 

and management of
(A) all the real and personal property of the university; and

-1- CSHB 333( )
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(B) land
[(i)] conveyed to the Board of Regents by the 

commissioner of natural resources in the settlement of the claim of the 
University of Alaska to land granted to the state in accordance with the 
Act of March 4, 1915 (38 Stat. 1214), as amended, and in accordance 
with the Act of January 21,1929 (45 Stat. 1091), as amended; [AND

(ii) SELEC'rED BY THE UNIVERSITY OF ALASKA 
AND CONVEYED TO IT BY THE COMMISSIONER OF 
NATURAL RESOURCES UNDER AS 14.40.365;]
(5) keep a correct and easily understood record of the minutes of every 

meeting and all acts done by it in pursuance of its duties;
(6) under procedures to be established by the commissioner of 

administration, and in accordance with existing procedures for other state agencies, 
have the care, control, and management of all money of the university and keep a 
complete record of all money received and disbursed;

(7) adopt reasonable rules for the prudent trust management and the 
long-term financial benefit to the university of the land of the university;

(8) provide public notice of sales, leases, exchanges, and transfers of 
the land of the university or of interests in land of the university;

(9) administer, manage, market, and promote a postsecondary 
education savings program, including the Alaska Higher Education Savings Trust 
under AS 14.40.802 and the Alaska advance college tuition savings fund under 
AS 14.40.803 - 14.40.817.

* Sec. 2. AS 14.40.291(a) is amended to read:
(a) Notwithstanding any other provision of law, university-grant land, state 

replacement land that becomes university-grant land on conveyance to the university, 
[LAND SELECTED BY AND CONVEYED TO THE UNIVERSITY OF ALASKA 
UNDER AS 14.40.365,] and any other land owned by the University of Alaskaj 
except for land transferred under AS 14.40.507, is not and may not be treated as 
state public domain land. [LAND CONVEYED TO THE UNIVERSITY OF 
ALASKA UNDER /  S 14.40.365 SHALL BE MANAGED UNDER AS 14.40.365 -

CSHB 333( ) -2-
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14.40.368 AND POLICIES OF THE BOARD OF REGENTS OF THE UNIVERSITY 

OF ALASKA.]
* Sec. 3. AS 14.40.400(a) is amended to read:

(a) The Board of Regents shall establish a separate endowment trust fund in 

which shall be held in trust in perpetuity all
(1) net income derived from the sale or lease of the land granted under 

the Act of Congress approved January 21,1929, as amended;
(2) receipts transferred to the fund under AS 14.40.505 [NET 

INCOME DERIVED FROM THE SALE, LEASE, OR MANAGEMENT OF THE 
LAND SELECTED BY AND CONVEYED TO THE UNIVERSITY OF ALASKA 
UNDER AS 14.40.365]; and

(3) monetary gifts, bequests, or endowments made to the University of 
Alaska for the purpose of the fund.

* Sec. 4. AS 14.40 is amended by adding new sections to read:
Sec. 14.40.495. Education trust and education trust fund established, (a) 

The education trust and education trust fund are established as a trust and a separate 
education trust fund of the state.

(b) The education trust corpus is composed of the undivided interest in lands 
conveyed to it under AS 14.40.507.

(c) The principal of the education trust fund consists of
(1) sums transferred to the fund under AS 14.40.505; and
(2) gifts, bequests, and contributions of cash or other assets from a

person.
(d) The amount available for appropriation from the education trust fund shall 

be calculated by the commissioner of revenue under AS 14.40.503.
Sec. 14.40.497. Powers and duties of the commissioner of revenue. The 

commissioner of revenue is the treasurer of the education trust fund and has the power
and duty, subject to the oversight of the Education Trust Fund Board under
AS 14.40.501, to

(1) act as official custodian of the cash and investments belonging to 
the education trust fund by securing adequate and safe custodial facilities;

WORK DRAFT WORK DRAFT 23-LS0991\X
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(2) receive all items of cash and investments belonging to the 

education trust fund;
(3) collect the principal and income from investments owned or

acquired by the education trust fund and deposit the amounts in the education trust
fund;

(4) invest and reinvest the assets of the education trust fund as
provided in this section and as provided for the investment of funds under
AS 37.14.170;

(5) exercise the powers of an owner with respect to the assets of the 
education trust fund;

(6) maintain accounting records of the education trust fund in 
accordance with investment accounting principles and AS 14.40.503;

(7) engage an independent firm of certified public accountants to 
annually audit the financial condition of the education trust fund's investments and 
investment transactions;

(8) enter into and enforce contracts or agreements considered 
necessary for the investment purposes of the education trust fund;

(9) report to the board the condition and investment performance of the 
education trust fund; and

(10) do all acts, whether or not expressly authorized, that the 
commissioner of revenue considers necessary or proper in administering the assets of 
the education trust fund.

Sec. 14.40.499. Administration of the education trust fund; Education 
Trust Fund Board established, (a) The education trust fund shall be administered 
by the Education Trust Fund Board.

(b) The Education Trust Fund Board is established in the Department of 

Education and Early Development. The board is composed of
(1) two members of the State Board of Education and Early 

Development, selected by the president of the board;
(2) the commissi'mer of education and early development or the 

commissioner's designee; and

WORK DRAFT WORK DRAFT 23-LS0991\X
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(3) two public members appointed by the governor; in appointing the 
public members, the governor shall give a preference to persons who have experience 
and expertise in education.

(c) Each public member of the board is appointed for a term of four years, and 

may be reappointed.
(d) Members of the board are entitled to per diem and travel allowances as 

provided by law for members of state boards and commissions.
Sec. 14.40.501. Powers and duties of the Education Trust Fund Board. 

When acting as administrator of the education trust fund, the Education Trust Fund 

Board shall
(1) hold regular and special meetings it considers necessary; the board 

may hold meetings by teleconference;
(2) keep audio tape recordings of each meeting of the board to be made 

available on request; and
(3) oversee the administration of the education trust fund by the 

commissioner o f revenue;
(4) submit to the governor and make available to the legislature by 

February 1 each year a report describing the annual level of contributions to, income 
of, and expenses of the education trust fund.

Sec. 14.40.503. Use of education trust fund; percentage of market value. 
Up to five percent o f the market value of the education trust fund, as established under 
AS 14.40.495, may be annually appropriated by the legislature equally for the support 
of public elementary and secondary education.

Sec. 14.40.505. Funding from education trust and university lands. By 
November 15 o f each year, the commissioner of revenue shall transfer to the principal 

of the education trust fund created in AS 14.40.495 and to the University of Alaska 
endowment trust fund created in AS 14.40.400 equal shares of a sum equal to the total 
receipts derived from the management of state and University of Alaska land 
described under AS 14.40.507, including amounts paid to the state as proceeds of sale 
or annual rent of surface rights, mineral lease rentals, royalties, or royalty sale 
proceeds from the previous fiscal year.
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Sec. 14.40.507. Education tru st and university land endowment. The
commissioner o f natural resources shall separately convey to the University of Alaska 
and the education trust created under AS 14.40.495, as tenants in common, an 
undivided two percent interest in all lands conveyed under secs. 6(a) and 6(b), Alaska 
Statehood Act (P.L. 85-508, 72 Stat. 339), which constitutes the education trust and 
university land endowment. Notwithstanding the transfer of ownership, the rights of 
management and development of land conveyed under this section shall be retained by 
the Department of Natural Resources. The Department of Natural Resources, 
however, does not owe a heightened fiduciary duty to the University of Alaska or the 
education trust as a result of the management and development of land under this 

section.
Sec. 14.40.509. Definitions. In AS 14.40.495 - 14.40.509,

(1) "board" means the Education Trust Fund Board;
(2) "fund" means the education trust fund established in AS 14.40.495.

* Sec. 5. AS 29.45.030(a) is amended to read:
(a) The following property is exempt from general taxation:

(1) municipal property, including property held by a public corporation 
of a municipality, state property, property of the University of Alaska, or land that is 
in the trust established by the Alaska Mental Health Enabling Act of 1956, P.L. 84- 
830, 70 Stat. 709, except that

(A) a private leasehold, contract, or other interest in the 
property is taxable to the extent of the interest; however, an interest created by 
a nonexclusive use agreement between the Alaska Industrial Development and 
Export Authority and a user o f an integrated transportation and port facility 
owned by the authority and initially placed in service before January 1, 1999, 
is taxable only to the extent of, and for the value associated with, those specific 

improvements used for !odgis,r  purposes;
(B) notwithstanding any other provision of law, property 

acquired by an agency, corporation, or other entity of the state through 
foreclosure or deed in lieu of foreclosure and retained as an investment of a 
state entity is taxable; this subparagraph does not apply to federal land granted

CSHB 333( ) -6-
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to the University of Alaska under AS 14.40.380 or 14.40.390, to other land 
granted to the university by the state to replace land that had been granted 
under AS 14.40.380 or 14.40.390, or to land conveyed by the state to the 
university under AS 14.40.507 [AS 14.40.365];

(C) an ownership interest of a municipality in real property 
located outside the municipality acquired after December 31, 1990, is taxable 
by another municipality; however, a borough may not tax an interest in real 
property located in the borough and owned by a city in that borough;

(2) household furniture and personal effects of members of a

household;
(3) property used exclusively for nonprofit religious, charitable, 

cemetery, hospital, or educational purposes;
(4) property of a  nonbusiness organization composed entirely of 

persons with 90 days or more of active service in the armed forces of the United States 
whose conditions of service and separation were other than dishonorable, or the 
property of an auxiliary of that organization;

(5) money on deposit;
(6) the real property of certain residents of the state to the extent and 

subject to the conditions provided in (e) of this section;
(7) real property or an interest in real property that is exempt from 

taxation under 43 U.S.C. 1620(d), as amended;
(8) property o f a political subdivision, agency, corporation, or other 

entity of the United States to the extent required by federal law, except that a private 
leasehold, contract, or other interest in the property is taxable to the extent of that 

interest;
(9) natural resources in place including coal, ore bodies, mineral 

deposits, and other proven and unproven deposits of valuable materials laid down by 
natural processes, unharvested aquatic plants and animals, and timber.

* Sec. 6. AS 14.40.365,14.40.366, 14.40.368, and 14.40.461 are repealed.
* Sec. 7. The uncodified law of the State of Alaska is amended by adding a new section to 

read:
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INITIAL TERMS OF PUBLIC MEMBERS. O f the two public members first 

appointed under AS 14.40.499(b)(3), added by sec. 4 of this Act,
(1) one person shall serve a term of two years; and
(2) one person shall serve a term of four years.

* Sec. 8. This Act takes effect July 1,2004.
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March 1,2004 R eport Number 04.176

R e v e n u e  P r o je c t io n s  fr o m  F u tu re  R e s o u r c e  D e v e l o p m e n t

Prepared for Representative Dan Ogg 

By Cherie N ienhuis, Legislative A nalyst

You asked about potential revenues from new resource development. Specifically, you wished to 
know how much revenue the State would receive over the next 20 years from rents, royalties, 
taxes, and other revenue sharing mechanisms for the projected development of currently 
undiscovered natural resources. You mentioned a proposal to place one percent of the proceeds 
into an endowment for public education.
“Undiscovered" resources are those defined as “unspecified bodies of mineral-bearing material 
surmised to exist on the basis of broad geologic knowledge and theory."1 Broad geologic 
knowledge and theory is just that—speculation based on geologic formations and the probability 
of occurrence of petroleum or other mineral deposits. Because there is no assurance that these 
deposits exist in commercially viable quantities, estimated amounts of undiscovered petroleum 
resources are usually expressed in probabilities. For example, voiumes of in-place resources are 
often estimated in terms of three or more different levels: a conservative, or low estimate, for 
which geologists assign a 95 percent probability of existence; a high estimate (an optimistic one, 
perhaps), which is assigned a 5 percent probability; and a mean estimate, which is between the 
high and low volume estimates, and assigned a 50 percent probability.2
These values are further refined to include recoverability factors, such as technical and economic 
recoverability. Resources are technically recoverable when they can be extracted given current 
technology. Resources are economically recoverable when they can be extracted without net 
loss for producers given the current economic conditions. Both of these factors are moving 
targets. Although advances in technology are difficult to predict with any accuracy, changes in 
economic conditions affecting resource recoverability—notably, the market price of oil—are 
generally included in analyses of undiscovered resource development potential.

’ Howard R. Williams and Charles J. Meyers, Manual of Oil and Gas Terms, Eleventh Edition (New York: Matthew 
Bender & Company, Inc., 2000), p. 1154.

2 For example, In-place petroleum resources for a portion of the Arctic National Wildlife Refuge w t,  2 estimated by 
the U.S. Geologic Survey to be 15.6 billion barrels o f crude oil at the 95°' percentile; 42.3 billion barrels al the 51” 
percentile; and 27.8 billion barrels at the 50m percentile, or the mean ievel, o f probability.
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The Arctic National Wildlife Refuge (ANWR) and the National Petroleum Reserve-Alaska (NPR- 
A) are two of the most widely publicized areas in the state where large quantities of undiscovered 
petroleum resources are believed to exist. Over the years, several government organizations 
have conducted assessments of the geologic formations in the federally-owned portions of the 
areas to determine the oil-producing potential of each. At least eight assessments have been 
released since 1986 detailing the potential of the coastal plain of ANWR, including one by the 
Alaska Division of Oil and Gas, one by the Energy Information Administration, three by the 
Bureau of Land Management, and three, including the most recent, by the U.S. Geologic Survey 
(USGS). Each assessment produced different results. Those familiar with the intricacies of 
resource assessments, however, note that technological advances in data collection and 
processing have enabled geologists to conduct more comprehensive and accurate assessments, 
and most support the findings released by the USGS in 1998. Even so, estimates based on 
geologic assessments are not proven until exploratory wells are drilled and the resource is 
discovered.3 Many factors stand in the way of exploration and development of a significant 
proportion of Alaska's undiscovered resources, however, not the least of which are Congressional 
approval (ANWR) and the economic feasibility of producing and transporting the resources (gas 
line, and the development of remote, roadless areas).
With these caveats in mind, one section of the Department of Revenue’s Fall 2003 Revenue 
Sources Book is devoted to new resource development opportunities in the state.4 The 
department addresses four major sources of oil development potential: the Central North Slope 
satellites, the Beaufort Sea, the NPR-A, and ANWR. Also mentioned in the context of new 
revenue is the Alaska natural gas pipeline. Each of these sources has hurdles to overcome 
before exploration and development could occur, and not all are anticipated to come on-line 
within the next five years. Table 1 shows the Department of Revenue's projected cumulative 
revenue from these five sources as reprinted from the revenue sources book. The department's 
projections include only royalty and severance tax revenue, and show accumulated revenues at 
five and ten year intervals, in millions of undiscounted dollars (not inflation adjusted).

Table 1: Projected Cumulative R evenue from New Oil Exploration and  
Gas Line Project, FY 2006 to FY 2030 (in millions of undiscounted dollars)

Y ear
' u V - , v .

C en tra l N orth 
S lo p e  S a te llite s

I • • .
B eau fo rt

, ; "i, S e a
U n d isco v ered  

NPR-A ' .

• . * • • •' j  -

. ANV. V N atural G as 
Line Totali • ■ .i

2 0 0 6
2 0 1 0
2 0 1 5
2 0 2 0
2 0 3 0

$  27  
$ 1 7 4  
$  4 8 0  
$  8 5 4  
$  1 ,6 2 2

5 18  
$ 14 5  
$ 2 6 8  
$ 3 3 8

$
$
$ 261 
$ 1 ,1 4 5  
$ 1 ,6 4 4

$
$
$ 4 8 4  
$ 2 ,1 2 2  
S 6 ,0 5 8

$
$
$ 2 ,1 5 6  
S 5 ,2 8 2  
$ 11 ,671

S 27  
$ 192 
$ 3 ,52 6  
5 9,671 
S 2 1 ,3 3 3

N ote: R evenue am ounts a re  cumulative; that is, in the year 2030, the revenue accrued to the  S tate  from the five resource developm ent 
projects for the 25 years from 2006 to 2020 is expected to total approximately $21.3 billion. T hese  am ounts reflect royalty and  severence tax 
revenues only.
S ou rce : Departm ent of Revenue. Fall 2003 Revenue Souices Book, Table 3-4, p. 32.

3 As explained in the Department of Revenue's Fall 2003 Revenue Sources Book, p. 28, "Exploratory drilling in 
Alaska is risky. On the North Slope, since 1994, we estimate that about 70% of the wells failed to discover economically 
recoverable reserves.”

* We include a copy of this section of the department's publication as Attachment A.
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The State also collects corporate income taxes from most oil and gas companies operating in 
Alaska.5 The amount of corporate income tax accruing from these new operations is difficult to 
predict, because income tax is dependent upon profitability. It is expected that producers will 
actually expend more money than they recover in the first couple of years of exploration and 
development, but that the State could see some income tax revenues in the 4lh or 5m year of 
operation.
The Department of Revenue has not projected corporate income tax revenue for the above four 
oil development projects. The McDowell Group, a research-based consulting firm that has 
provided economic analyses to the State for several projects, has used a statistical relationship of 
royalty revenue and corporate income tax to determine the amount of projected corporate income 
tax revenue from future operations.6 Applying this methodology, we project a reasonable, but 
conservative estimate of cumulative corporate income tax revenue from the above four projects of 
about $2.7 billion dollars by the year 2030. Officials at the Department of Revenue project the 
cumulative corporate income tax for the natural gas line to be about 56.7 billion by the same year.
Other revenues, including cash bonuses, lease rentals, property taxes and other minor taxes are 
also paid against petroleum operations. Although bonus revenue can be significant, it is 
unpredictable. The U.S. Energy Information Administration has estimated that lease bonus 
revenue for ANWR alone could be as much as $3 billion, with the State receiving 50 percent of 
that amount.7 Property taxes can add up to substantial annual revenue, but local governments 
receive most of the money. Altogether, we estimate that the cumulative value of these additional 
revenue sources will not exceed $3.5 billion.
Should all five of the above undiscovered resource projects be developed, using the Department 
of Revenue's timelines and the assumDtions, we conservatively project that the State will receive 
an accumulated total of $34,233 billion (undiscounted) by the year 2030. One percent of this 
amount would equal approximately $342.3 million.

New Mineral Resource Development

The Department of Revenue also projects revenue from mining operations, Although they do not 
forecast revenue twenty years into the future, they name several new mineral resource 
development opportunities on the near horizon. Developers of the Pogo gold project near Delta 
Junction recently received crucial authorization by the U.S. Army Corps of Engineers and 
estimate that production will begin in late 2005. The Pogo mine is expected to produce a 
minimum of 375,000 ounces of gold per year and to employ 300 persons year round. When gold 
reached a recent peak of $425 per ounce, the project was valued at $2.3 billion.
The increased value of gold has renewed interest in developing the Kensington mine near 
Juneau and the Donlin Creek mine near the Kuskokwim River. Situated on land owned by the 
Calista Native Corporation, the Donlin Creek gold deposit, where 20 million ounces of the ore has 
been identified, if developed, would place it among the 10 largest gold mines in the world. Major

* As you may know, subchapler S corporations and limited liability companies are currently not subject to Alaska's 
corporate Income tax.

8 The McDowell Group found that corporate income tax revenues from petroleum operations have historically 
averaged 25 percent of the amount of royalties paid against those operations.

7 Although 'Jirj Slate's share of revenue from the development of ANWR, if it occurs, has yet to be determined, most 
analysts predlc that Congress would not authorize a share of greater than 50 percent.
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hurdles for the Donlin Creek project are its inaccessibility and its need for large supplies of power. 
Developers nevertheless hope to begin production in 2007.
Compared with petroleum production revenue and royalties, mining contributes relatively little to 
the State coffers even when prices are high. In 2002, the entire mineral industry paid $15.2 
million in taxes, rents and royalties to the state and local governments. Of that amount, local 
governments received $9.7 million, leaving $5.5 million to the State. Assuming the best of 
scenarios—that these projects double the revenue the State receives—we calculate one percent 
of this amount to be only $110,000.

I hope you find this information useful. Please do not hesitate to contact us if you have questions 
or need additional information.
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Attachment A
"Resource Development Opportunities," 

Fall 2003 Revenue Sources Book, 
Alaska Department of Revenue





L o o k i n g  f o r  N e w  OiB R e s e r v e s

T h e re  a re  e ss e n tia lly  th re e  p h a se s  in v o lv e d  in  b r in g in g  n e w  o il a n d  g a s  re se rv e s  in to  p ro d u c tio n ; 
le a s in g , e x p lo ra tio n  a n d  d e v e lo p m e n t. In  th is  s e c tio n  w e  w ill  e x a m in e  c u r re n t tre n d s  ir. le a s in g  and  
e x p lo ra tio n  as w ell a s  n ew  d e v e lo p m e n t issu es  o n  th e  A la s k a  N o r th  S lo p e .

Leasing
T h e  s ta te ’s le a s in g  p ro g ra m  c o n tin u e s  to  be q u ite  su c c e s s fu l. T h e re  a re  c u rre n tly  o v e r  4 .8  m illio n  
a c re s  o f  s ta te  lan d  u n d e r  o il an d  g a s  leases . S in c e  19 95 , le a s e  s a le  b o n u se s  a n d  re n ts  h a v e  
g e n e ra te d  o v e r  $ 2 0 0  m illio n  fo r  th e  s ta te . L e a se s  a re  o w n e d  b y  m a n y  d if fe re n t o il  c o m p a n ie s  an d  
p r iv a te  c itiz e n s . A s o f  to d ay , C o n o c o P h illip s  c o n tro ls  th e  la rg e s t a m o u n t o f  a c re a g e  a t 9 2 5 ,7 8 5  
a c re s . T h e  to p  ten  c o m p a n ie s  c o n tro l 3 .7  m illio n  a c re s  w h ile  90  o th e r  e n titie s  c o n tro l the  
re m a in in g  1.2 m illio n  ac res .

Table 3-1. State-Owned Leases 
Thousands

Company Acreage Percent

ConocoPhillips 926 19.0%
Anadarko 514 10.6%
Petro-Canada 411 8.4%
BP 406 8.4%
Union 321 6.6%
Chevron USA 296 6.1%
Encana 236 4.9%
ExxonMobil 191 3.9%
Burlington Resources 184 3.8%
Forest 179 3.7%
All Others 1,201 24.7%
Total 4,863

Source: L essee 's  A creage Sum m ary, D ivision o f  Oil and Gas, 
A laska D epartm ent o f  N atural R esources, N ovem ber 2003.

S in c e  1995 th e  to ta l a m o u n t o f  a c re a g e  u n d e r  le a s e  h a s  m o re  th a n  d o u b le d . T h is  su g g e s ts  a 
s u c c e s s fu l o n g o in g  le a s in g  p ro g ra m  th a t is g e n e ra tin g  s ta te  re v e n u e  an d  m a k in g  a  s ig n if ic a n t 
a m o u n t o f  a c re a g e  a v a ila b le  to  e x p lo ra tio n . T h e  d iv e rs ity  o f  o w n e rs h ip  s u g g e s ts  th a t  so m e  leases  
a re  p u rsu e d  w ith  a n  e y e  to  se llin g  th e m  to  a n  e n tity  th a t  h a s  th e  a b ility  to  e x p lo re  o r  g a in  access 
to  e x is t in g  fa c ilitie s . T h e  b o tto m  lin e  is th a t c o n s id e ra b le  a c re a g e  is in th e  h a n d s  o f  le s se e s  and  
th e  o w n e rs h ip  o f  le a s e s  is d iv e rs if ie d  b e tw e e n  la rg e  c o m p a n ie s  a n d  s m a lle r  f irm s  an d  in d iv id u a ls .



In  o rd e r  to  p ro d u c e  o il o r  g a s  y o u  n e e d  to  f in d  it. E x p lo ra tio n  is  d r iv e n  b y  m a n y  fa c to rs  b u t  th e  
p r im a ry  o n e  is  th e  lik e lih o o d  o f  f in d in g  o il o r g a s  in s u f f ic ie n t  q u a n tity  to  ju s t i f y  c o m m e rc ia l 
p ro d u c tio n . T h e  N o r th  S lo p e  o f  A la sk a  h a s  b e e n  e x p lo re d  b y  g e o lo g is ts  s in c e  th e  b e g in n in g  o f  th e  
la s t c e n tu ry  a n d  id e a s  a b o u t w h e re  to  d rill th e  n e x t e x p lo ra tio n  w e ll c o n tin u e  to  b e  re f in e d  as n e w  
p o o ls  a re  d is c o v e re d .

T h e  lik e lih o o d  o f  f in d in g  o il o r  g a s  in su ff ic ie n t q u a n tity  to  ju s t i fy  c o m m e rc ia l  p ro d u c tio n  is 
e n h a n c e d  f i r s t  b y  th e  a v a ila b i l i ty  o f  a c re a g e  w ith  g o o d  p o te n tia l.  T h e  u s e  o f  im p ro v e d  te c h n o lo g y  
p ro v id e s  a  h ig h e r  p ro b a b ility  o f  d isc o v e ry . T h e  e x is te n c e  o f  s u r fa c e  fa c i l i t ie s  to  c o lle c t, p ro c e s s  
a n d  m o v e  th e  p ro d u c tio n  to  m a rk e t  lo w e rs  th e  c o s t o f  d e v e lo p in g  a  d is c o v e ry , th e re b y  re d u c in g  
th e  f ie ld  s iz e  th a t  is  n e c e s s a ry  to  d e c la re  c o m m e rc ia liz a tio n .

Exploration

Table 3-2. Total Alaska Exploratory Wells North Slope and Cook Inlet, 1995-2003

1995 1996 1997 1998 1999 2000 2001 2002 2003 Total
Total Wells 8 10 13 14 5 8 19 21 14 113

Prudhoe Unit 1 5 1 1 8
Other North Slope Onshore 3 4 4 5 1 4 1 0 22
Other North Slope Offshore 2 1 4 7
NPR-A 4 5 4 1 14
Alpine (Colville River Unit) 4 5 1 2 1 5 1 19
Southwest Kuparuk 4 1 3 2 3 13
Cook Inlet 1 1 2 2 4 3 3 16
Shallow Gas 1 8 5 14

Source: Well data from Alaska Oil and Gas Conservation Commission through November 2003.

E x p lo ra to ry  d r i l l in g  in  A la s k a  is risky . O n  th e  N o rth  S lo p e , s in c e  1 9 9 4 , w e  e s t im a te  th a t  a b o u t 
7 0 %  o f  th e  w e lls  fa ile d  to  d is c o v e r  e c o n o m ic a lly  re c o v e ra b le  re s e rv e s . T h e re  w e re  g o o d  y e a rs  in  
w h ic h  o v e r  6 0 %  o f  th e  w e lls  d r i l le d  led  to  c o m m e rc ia l d is c o v e r ie s ,  in te r s p e rs e d  w ith  b a d  y e a rs  
w h e re  d r i l l in g  fa ile d  to  y ie ld  a  c o m m e rc ia l d iscov ery .
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Table 3-3. North Slope Exploration Summary, 1994-2002

Total
Wells

Oil
Discovery Suspended

Plugged and 
Abandoned

1994 6 0 1 5
1995 7 4 2 1
1996 9 2 2 5
1997 10 6 1 3
1998 10 6 0 4
1999 5 2 3 0
2000 7 0 0 7
2001 16 3 5 8
2002 10 1 2 7
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In  a d d itio n  to  b e in g  r isk y , d r i ll in g  e x p lo ra tio n  w e lls  in  A la sk a  is  e x p e n s iv e , e sp e c ia lly  “ w ild c a t” 
w e lls  o r  w e lls  d r i lle d  in  re m o te  lo c a tio n s . T h e  U n ite d  S ta te s  G e o lo g ic a l S u rv e y  (U S G S ) e s tim a te s  
th a t d r i l l in g  a  w ild c a t  w e ll in  a  re m o te  a re a  lik e  th e  N a tio n a l P e tro le u m  R e s e rv e -A la s k a  (N P R -A ) 
c o sts  o v e r  tw o -a n d -a -h a lf  t im e s  w h a t it w o u ld  c o s t  to  d rill a  d e v e lo p m e n t w e ll a t P ru d h o e  B ay .(,) 
T h e  U S G S  b e lie v e s  th a t  th e  a c c u m u la tio n s  in  th e  N P R -A  w ill b e  m o d e ra te  in  s iz e , in th e  re s e rv e s  
ra n g e  “ c o m m o n ly  d e v e lo p e d  as “ s ta n d  a lo n e ” o r  s a te llite  f ie ld s  o n  th e  cen tra ! A la s k a  N o r th  S lo p e  
in  re c e n t y e a rs ”  o f  le s s  th a n  2 5 0  m illio n  b a rre ls . L a rg e  a c c u m u la tio n s  lik e  P ru d h o e  B a y  “ a re  no t 
e x p e c te d  to  occu r.

B e tw e e n  19 95  an d  2 0 0 3  a n  a v e ra g e  o f  a p p ro x im a te ly  12 e x p lo ra to ry  w e lls  w e re  d r i l le d  a n n u a lly  
on th e  N o r th  S lo p e  a n d  in C o o k  In le t (se e  T ab le  3 -2  o n  th e  p r io r  p a g e .)  In  1999, th e  y e a r  o f  the  
last m a jo r  o il p rice  c ra sh , o n ly  fiv e  N o r th  S lo p e  w e lls  w e re  d r i lle d .

A f lu rry  o f  e x p lo ra tio n  a c tiv ity  o c c u rre d  in 2 0 0 0 ,2 0 0 1  a n d  2 0 0 2  as th e  resu lt o f  sev era l k ey  events:
(1) th e  d isco v ery  o f  A lp ine ; (2 )  the leas in g  o f  N P R -A  ac reag e  c lo se  to  th e  d e v e lo p in g  A lp in e  field ; (3) 
d iscov eries  an d  d e v e lo p m en t o f  T am  an d  M eltw ater, so u th w est o f  th e  m ain  K u p a ru k  field; and  (4 ) high 
oil prices.

Oil d isco v e rie s  w ere  a n n o u n ced  in th e  N P R -A  bu t no  sp ec ific  d e v e lo p m e n t p la n s  h a v e  b e e n  m a d e  
p u b lic . T h e  tw o  k e y  fa c to rs  th a t u n d e rp in  e x p lo ra tio n  ac tiv ity , a ttr a c tiv e  a c re a g e  a n d  p ro x im ity  to  
e x is tin g  su rfa c e  fa c ilitie s  w e re  d e fin ite ly  in  p la y  d u r in g  th is  p e r io d . C o n o c o P h ill ip s  d r i lle d  10 o f  the  
14 N P R -A  w e lls  d r i l le d  o v e r  th e  2 0 0 0 -2 0 0 3  tim e  p e rio d , w ith  B P  d r i l l in g  tw o  w e lls  a n d  A n a d a rk o  
d r i llin g  o n e . D r il l in g  in  th e  N P R -A  ta p e re d  o f f  to  o n e  w ell in 2 0 0 3  a t  P u v iaq ,

S e v en  o ffsh o re  w e lls  w e re  d r ille d  o v e r  th e  p e rio d  1 9 9 5 -2 0 0 3 : L ib e r ty  an d  W a rth o g  in 1997, 
M c C o v e y  in  2 0 0 2  a n d  th re e  w e lls  in  th e  O o o g u ru k  U n it an d  o n e  o ff sh o re  K u p a ru k  in  2 0 0 3 . 
M a rg in a lly  e c o n o m ic  o il re se rv e s  lie  in  L ib e r ty  a n d  oil w a s  d is c o v e re d  in  th e  O o o g u ru k  U n it. T h e  
o th e r th re e  w e lls  fo u n d  little  o r  no  oil.

BP, a s  a  P ru d h o e  B a y  u n it o p e ra to r, c o n tin u e d  a  s te a d y  p ro g ra m  o f  e x p lo r in g  n e a r  e x is t in g  f ie ld s  
in th e  la te  1 9 9 0 ’s th a t  re s u lte d  in th e  se v e ra l n e w  c o m m e rc ia l  d is c o v e r ie s . B P  h a s  a n n o u n c e d  th a t 
they  w ill n o t b e  e x p lo r in g  o u ts id e  o f  e x is tin g  u n its . O th e r  u n it p a r tn e rs  s u c h  a s  C o n o c o P h ill ip s  an d  
E x x o n M o b il w o u ld  h a v e  p a id  a  p ro p o r tio n a l sh a re  o f  th e  c o s t o f  th e s e  w e lls .

In  2 0 0 2 , p o lic y m a k e rs  d e c id e d  th a t s o m e th in g  m u s t b e  d o n e  to  e n c o u ra g e  w i ld c a t e x p lo ra tio n  on 
the  N o r th  S lo p e . T h e  n u m b e r  o f  e x p lo ra to ry  w e lls  d r i lle d  th e re  h a d  d e c lin e d  fro m  16 in 20 0 1  to  six  
to  2 0 0 3 . T h e  se c o n d  la rg e s t p ro d u c e r  in  A la sk a , B P , s w e a r in g  o f f  f ro n tie r  e x p lo ra t io n  in A la sk a , 
had laid  o f f  o r sent th e ir  ex p lo ra tion  p eo p le  to H o u sto n , an d  so ld  o f f  th e ir  ex p lo ra tio n  lan d s an d  3 -D  
se ism ic . A s  p o in te d  o u t p re v io u s ly , w ild c a t  e x p lo ra tio n  is e x p e n s iv e  an d  risk y . T o e n c o u ra g e  
w ild c a t e x p lo ra tio n , th e  le g is la tu re  p a ssed  a n d  th e  g o v e rn o r  s ig n e d  in to  la w  SB 185, th a t p ro v id e s  
fo r  a  c re d i t  a g a in s t  e x p lo ra tio n  e x p e n se s  fo r  w e lls  d r i lle d  fa r  a w a y  fro m  o th e r  w e lls  o r u n it 
in f ra s tru c tu re .

(1)See USGS Open-File Report 03-44, “Economics of Undiscovered Oil in Federal Lands on the National Petroleum 
Reserve, Alaska.” (January 2002) by Emil D. Attanasi [NPR-A Economic Report] at Pages 20-21.
(2) See USGS Fact Sheet 045-02, “U.S. Geological Survey 2002 Petroleum Resource Assessment o f  the National 
Petroleum Reserve in Alaska (NPR-A)" [NPR-A Fact Sheet].
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A c tiv ity  in  th e  C o o k  In le t sa w  a n  a v e ra g e  o f  tw o  w e lls  p e r  y e a r  w ith  a  to ta l  o f  10 w e lls  d r i l le d  '  sd
b e tw e e n  2001 a n d  2 0 0 3 . T h e  e f f e c t  o f  h ig h e r  n a tu ra l g a s  p r ic e s  an d  s e a so n a l sh o r ta g e s  o f  n a tu ra l Q
g a s  to  su p p ly  in d u s tr ia l d e m a n d , a s  w e ll as ro y a l ty  in c e n tiv e s ,  a ll p la y e d  a  ro le  in  e n c o u ra g in g  th e  gL,
se a rc h  fo r  n e w  g a s  re s e rv e s  in  th e  C o o k  In le t re g io n .

O
T h e  o th e r  m a jo r  b o o s t  to  e x p lo ra tio n  a c tiv ity  is  in  th e  d r i l l in g  o f  s h a llo w  g a s  w e lls  ta rg e tin g  co a l 
b e d  m e th a n e  a s  e v id e n c e d  b y  th e  13 sh a llo w  g a s  w e lls  d r i l le d  by  E v e rg re e n  o v e r  th e  la s t tw o  E~-
y e a rs . H ig h e r  g a s  p r ic e s , p ro x im ity  to  th e  e x is t in g  n a tu ra l g a s  g r id  a n d  lo c a l m a rk e t as w e ll a s  I7-,
fa v o ra b le  ro y a lty  tre a tm e n t n o  d o u b t  h a v e  c o n tr ib u te d  to  in te re s t  in e x p lo r in g  fo r  th is  re s o u rc e .

G iv e n  th e  h ig h  c o s t  o f  d r i l l in g  e x p lo ra to ry  w e lls , i t  s h o u ld  c o m e  a s  no  s u rp r is e  th a t  n e a rly  8 0 %  o f  Ph

th e  n o n -sh a llo w  g a s  e x p lo ra to ry  w e lls  o v e r  th e  1 9 9 5 -2 0 0 2  p e r io d  w e re  d r i l le d  by  th e  tw o  m a jo r  O
p ro d u c e rs /o p e ra to rs  on  th e  N o r th  S lo p e , A R C O /C o n o c o P h il l ip s  an d  B P. A R C O /C o n o e o P h il l ip s  
a c c o u n te d  fo r  ro u g h ly  6 0 %  o f  th e  e x p lo ra to ry  w e lls  d r i lle d . T h e  th ird  m a jo r  p ro d u c e r , E x x o n M o b il ,  M
d id  n o t d rill a n y  e x p lo ra to ry  w e lls .  >

H o w ev er, o th e r  c o m p a n ie s  h a v e  b e e n  d rillin g . In  2 0 0 3 , P io n e e r  N a tu ra l R e s o u rc e s  d r i l le d  th e  Q
th re e  w e lls  in th e  O o o g u ru k  U n it  b e tw e e n  K u p a ru k  R iv e r  U n it an d  T h e tis  Is la n d  th a t d is c o v e re d
o il. W in sta r d r i l le d  o ffsh o re  f ro m  O lik to k  P o in t. F o re s t O il h a s  b e e n  v e ry  a c tiv e  e x p lo r in g  th e  W
R e d o u b t U n it  in  th e  C o o k  In le t. M a ra th o n  a n d  U n o c a l, a s  w e ll as C o n o c o P h ill ip s ,  h av e  b e e n
a c tiv e  e x p lo r in g  fo r  g a s  in  th e  C o o k  In le t.

O
Conclus ion jJj

• R e c e n t e x p lo ra tio n  ac tiv ity ' h a s  b e en  re la tiv e ly  c o n c e n tra te d  in  o n e  f irm , C o n o c o P h illip s .
■ N e w  e n tra n ts ,  h o w e v e r, a re  b u y in g  le a s e s  a n d  in  so m e  c a se s  d r i l l in g  w e lls  (E n c a n a , W in s ta r  
an d  P io n e e r  R e so u rc e s )
■ M a jo r  in c re a se s  in  e x p lo ra tio n  d r i ll in g  a re  g o in g  to  o v e rw h e lm in g ly  b e  d r iv e n  by  th e  o p e n in g  
u p  o f  n e w  a re a s  th a t a re  lo c a te d  c lo se  to  e x is tin g  s u r fa c e  in f ra s tru c tu re . T h e  m o st re c e n t 
e x a m p le  is  th e  N P R -A , w h e re  th e  e a s te rn  a re a  lie s  c lo s e  to  th e  w e s te rn  e d g e  o f  th e  N o r th  
S lo p e  o il g a th e r in g  in f ra s tru c tu re  a t A lp in e .
■ A lth o u g h  o il an d  g as p r ic e s  can  m a k e  a  d if fe re n c e  in  te rm s  o f  c a s h  a v a ila b le  to  e x p lo re , 
h ig h  o il  p r ic e s  a lo n e  m a y  n o t  b e  e n o u g h  to  c a u se  th e  b ig g e s t  c u r re n t p ro d u c e rs  on  th e  N o rth  
S lope  to  d r ill  N o rth  S lo p e  e x p lo ra tio n  w e lls  in  2 0 0 4 .
■ C le a rly , in v e s tm e n t in  s u r f a c e  in f ra s tru c tu re  c a n  d ra m a tic a lly  im p ro v e  th e  c o m m e rc ia li ty  o f  
e x p lo r in g  a n d  d e v e lo p m e n t. T h is  is th e  m o tiv a t io n  fo r  th e  in i t ia t iv e  b y  th e  s ta te  to  p la n  fo r  road 
an d  b r id g e  a c c e s s  to  th e  N P R -A . S o m e  e x p lo ra tio n  w e lls  h a v e  b e e n  d r i l le d  re c e n tly  b y  
c o m p a n ie s  w ith  little  o r  n o  a c c e s s  to  su r fa c e  fa c il i t ie s ;  h o w e v e r  m o s t  w e lls  a re  d r i lle d  b y  
c o m p a n ie s  w ith  e x is tin g  p ro d u c tio n  a n d  fa c ilitie s .

CS
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E x p lo ra tio n  an d  a g g re s s iv e  d e v e lo p m e n t o f  fo u n d  o il r e s e rv e s  c o u ld  p la ce  A N S  p ro d u c tio n  o n  a n  
in c re a s in g  p a th  by  th e  e n d  o f  th is  d e c a d e . H e re , w e  h a v e  h ig h lig h te d  fo u r  a re a s  th a t  c o u ld  b e  
so u rc e s  fo r  su ch  g ro w th : th e  C e n tra l N o r th  S lo p e  s a te ll i te s ,  B e a u fo r t  S ea , N P R .-A  a n d  A N W R . 
A N W R  c o u ld  p ro v id e  a s  m u c h  —  o r  m o re  —  in  o il r e s e rv e s  an d  p ro d u c tio n  as th e  o th e r  th re e  
a re a s  c o m b in e d . O il e x p lo ra tio n  in c e n tiv e s , a s  p ro v id e d  in  th e  re c e n tly  a d o p te d  e x p lo ra tio n  ta x  
c re d it, a s  w e ll as th e  in i t ia t iv e  to  b u ild  a  n e w  y e a r - ro u n d  a c c e ss  ro a d  to  th e  N P R A -A  a re  d e s ig n e d  
to e n c o u rg e  th e  e x p lo ra tio n  n e c e ssa ry  to  re a liz e  th is  a d d itio n a l oil p ro d u c tio n .

A lso , e x p lo ra tio n  is n o t th e  o n ly  w a y  to  a d d  re s e rv e s . F o r  in s ta n c e , m o re  a g g re s s iv e  d e v e lo p m e n t 
o f  h e a v y  o il re s o u rc e s  c o u ld  ad d  re s e rv e s  a n d  p io d u c t io n . W h e th e r  w e  re a c h  th is  h ig h e r  
p ro d u c tio n  pa th  d e p e n d s  c ru c ia lly  o n  th e  lev e l o f  e x p lo ra tio n  a n d  d e v e lo p m e n t s p e n d in g , s o m e th in g  
w h ic h  m u s t in c rease  fro m  d e p re sse d  2 0 0 2  a n d  2 0 0 3  le v e ls .

m

Figure 3-1. Possible Additional Production from Exploration
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In  its  la s t s lo p e -w id e  e v a lu a tio n  o f  o il a n d  g a s  re s o u rc e s , th e  U S G S  e s t im a te d  th a t th e re  w e re  2 .3  
b il l io n  b a rre ls  o f  te c h n ic a lly  re c o v e ra b le , u n d isc o v e re d  o il re s e rv e s  in  th e  C e n tra l co a s ta l re g io n s  
o f  th e  N o rth  S lo p e . T h e  U S G S  b e lie v e d  th is  o il w o u ld  m a in ly  b e  in th e  “ T u rb id i te ” a n d  “B a rro w  
A rc h  B e a u fo r tia n ” g e o lo g ic a l p la y s .®  S in c e  th a t  e v a lu a tio n  in  19 95 , p ro d u c e rs  h a v e  d is c o v e re d  
a n d  p u t in to  p ro d u c tio n  m o re  T u rb id i te  (M e ltw a te r , T a m , T a b a sc o , M id n ig h t S u n  a n d  A u ro ra )  a n d  
B a rro w  A rch  B e a u fo r tia n  (A lp in e  a n d  P o la ris )  re se rv o irs .®  A d ju s t in g  th e se  te c h n ic a lly  
re c o v e ra b le  b a rre ls  to  ta k e  in to  a c c o u n t re c e n t d is c o v e r ie s , w e  e s t im a te  th a t  th e re  a re  a b o u t 1.9 
b il lio n  b a rre ls  o f  te c h n ic a lly  re c o v e ra b le  o il stil 1 re m a in in g  to  b e  fo u n d  in  th e  C e n tra l  C o as ta l 
re g io n s . T h e  U S G S  a lso  fe lt th a t  a ro u n d  h a l f  o f  th is  te c h n ic a lly  re c o v e ra b le  o il  w o u ld  be 
e c o n o m ic a lly  re c o v e ra b le .®  O f  th e  e s tim a te d  1.9 b illio n  b a rre ls  o f  te c h n ic a lly  re c o v e ra b le  o il 
re m a in in g  ne t o f  p o st-1 9 9 5  d is c o v e r ie s , 88 0  m illio n  b a rre ls  sh o u ld  b e  e c o n o m ic a lly  re c o v e ra b le .

C entra! Morth Slope Satellites

Figure 3-2. Potential Increase in Production from Central North Slope 
Satellite Fields

aQw
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£

(1) USGS Open-Filc Report 95-751, E m il Attanasi and Ken B ird , "Econom ics and undiscovered conventional o il and gas 
accumulations in  the 1995 National Assessment of'U .S. O il and Gas Resources: Alaska,”  [USGS95]. Table 3, Page 37.
(2) Since these barrels were put into production and therefore econom ically recoverable, we could have adjusted the 
economically recoverable, rather than technically recoverable, reserve numbers down. However, reccntdiscoveries w il l  
not on ly turn undiscovered barrels in to  discovered barrels. They w ill add geological in form ation that increases the 
estimate o f  undiscovered, technically recoverable, reserves. To roughly offset this effect we have kept constant the 
percentage o f  technically recoverable barrels that are economically recoverable.
(3) O f the Central Coastal region’s 1.9 b illio n  barrels o f  remaining technically recoverable reserves, 45.75% (916 m illio n  
barrels) should be economically recoverable. The economic recovery factors reflect m id-points between the SI 8 and S30 
cases o fU S G S [95 ] Table 3.



#
F in d in g  a n d  p ro d u c in g  th e s e  re s e rv e s  w ill  re q u ire  fu r th e r  in v e s tm e n ts  in  e x p lo ra tio n  a n d  
d e v e lo p m e n t. D u e  to  c a p ita l c o n s tra in ts , th e s e  re s e rv e s  w ill c o m e  o n  s lo w ly . W e d e r iv e  a  
c o n se rv a tiv e  p ro d u c tio n  fo re c a s t fo r  th e se  s a te llite s  an d  f ie ld s  b y  a s s u m in g  th a t 7 5  m ill io n  b a rre ls  
o f  a d d it io n a l C e n tra l N o rth  S lo p e  re s e rv e s  w ill b e  p u t in to  p ro d u c tio n  e v e ry  o th e r  y e a r  s ta r tin g  in  
2 0 0 5 . T h e  75 m illio n  b a r re ls  a s s u m p tio n  is  c o n se rv a tiv e  b e c a u se  in  2001 a n d  2 0 0 2  th e  p ro d u c e rs  
p u t th re e  s a te ll i te s  w ith  a b o u t 3 0 0  m illio n  b a rre ls  o f  re se rv e s  in to  p ro d u c tio n . H o w e v e r , in  2003 
th e re  w e re  n o  n e w  sa te ll i te  d is c o v e r ie s  p u t in to  p ro d u c tio n . E x p lo ra tio n  e ffo rts  c o n t in u e  th o u g h . 
P io n e e r  re c e n tly  a n n o u n c e d  an  o il f in d  ju s t  n o r th  o f  K uparuk: in  th e  n e w ly  fo rm e d  O o o g u ru k  u n it. 
B y  2 0 1 0 , c u r re n tly  u n a n n o u n c e d  sa te llite  d e v e lo p m e n ts  c o u ld  a d d  a ro u n d  5 0 ,0 0 0  b a r re ls  a  day  to  
o u r  fo re c a s t .

B e a u fo r t  S e a

In to ta l,  U .S . M in e ra ls  M a n a g e m e n t S e rv ic e  (M M S ) e s tim a te s  th a t  th e re  a re  8 .8 2  b il l io n  b a rre ls  
o f  te c h n ic a lly  re c o v e ra b le  re s e rv e s  a n d  2 .2 7  b il l io n  b a rre ls  o f  e c o n o m ic a lly  re c o v e ra b le  o il a t $ 1 8  
p e r b a rre l o il p ric e s  a n d  a ro u n d  2 .5  b il lio n  b a rre ls  a t $ 2 2  p e r  b a rre l.  T h e  M M S  re c e n tly  h e ld  
B e a u fo r t S e a  L e a se  S a le  186  th a t  g a rn e re d  $ 1 0  m ill io n  in  b o n u s  b id s . F o r  th e  B e a u fo r t  S h e lf  a re a , 
the  M M S  p ro je c ts  th a t  th e  th re e  f ie ld s  d e v e lo p e d  fro m  a re a s  le a se d  in th is  sa le  w ill y ie ld  46 0  
m illio n  b a r re ls  o f  re s e rv e s . S e e  J a m e s  D . C ra ig , “ E c o n o m ic  R e su lts , B e a u fo rt S h e l f  P ro v in c e .”

Figure 3-3. Possible Production from Beaufort Sea-Lease Sale 186
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In  2 0 0 1 , C o n o c o P h ill ip s  a n n o u n c e d  an  o il d is c o v e r) ' in  th e  N P R -A . C u rre n tly , th e  B u re a u  o f L a n d  p-i
M a n a g e m e n t (B L M ) is  c o m p le tin g  a n  e n v iro n m e n ta l im p a c t s ta te m e n t (E IS )  fo r  p o s s ib le  £u
d e v e lo p m e n t o f  th e se  d is c o v e r ie s  a s  A lp in e  sa te llite s . W e e s t im a te  th a t  th e  N P R -A  w ill y ie ld  4 3 0  ©
m ill io n  b a rre ls  o f  o il  in  o u r  p ro d u c tio n  fo re c a s t .  P ro d u c tio n  s ta r ts  in  F Y  2 0 0 9  a n d  ra m p s  u p  to
6 0 ,0 0 0  b a rre ls  a  d a y  by  2 0 1 5 . 'c ''

£
T h e  N P R -A  m ig h t y ie ld  m o re  o i l  re s e rv e s , o il re s e rv e s  th a t  c o u ld  be p ro d u c e d  a t a  h ig h e r  ra te . ^
T h e  U S G S  e v a lu a te d  th e  o il a n d  g a s  re so u rc e s  in  th e  N P R -A  in  2 0 0 2 , a n d  c o n c lu d e d  th a t  th e re  =•<
w e re  9 .3  b il l io n  b a r re ls  o f  te c h n ic a l ly  re c o v e ra b le  re s e rv e s  th e re . O f  th a t a m o u n t, th e  U S G S  
c o n c lu d e d  th a t  1.3 b il lio n  b a r re ls  w o u ld  b e  e c o n o m ic  to  e x p lo re  fo r  a n d  p ro d u c e  a t a  $ 2 2  p e r  O
b a rre l A N S  W e st C o a s t  o il p r ic e  — o u r  lo n g  ru n  p r ic e  fo r e c a s t / ')  In  th e  E IS , B L M  e n v is io n s  a >"3
d e v e lo p m e n t o f  m u ltip le  d rill s i te s  a lo n g  w ith  tw o  n e w  c e n tra l p ro c e s s in g  fa c il i t ie s  in  th e  N P R -A . W
P ro v is io n a lly , th e  B L M  e s t im a te s  th e  N P R -A  re s e rv e s  fro m  th is  d e v e lo p m e n t w o u ld  b e  a ro u n d  !>
1.4  b il lio n  b a rre ls , s lig h tly  h ig h e r  th a n  th e  U S G S ’s 2 0 0 2  n u m b e r. W

H o w  q u ic k ly  th e s e  re s e rv e s  a re  p ro d u c e d  d e p e n d s  o n  th e  p a c e  o f  e x p lo ra tio n  a n d  th e  s iz e  o f  th e  
f ie ld s  d isc o v e re d . S in c e  2 0 0 0 ,1 4  e x p lo ra tio n  d r i lls  h a v e  b e e n  d rille d  in th e  N P R -A  a n d  a  fu r th e r  
th re e  o r  fo u r  a re  p la n n e d  fo r  th e  2 0 0 3 -2 0 0 4  d r i l l in g  se a so n . T h e  U S G S  a s s u m e d  th a t th e re  w e re  
a b o u t e ig h t a c c u m u la tio n s  w ith  2 5 6  to  512  m ill io n  b a rre ls  in  th e  N P R -A , th r e e  o f  w h ic h  w e re  in 
“ S u b a re a  110”  o f  th e  N P R -A , th e  a re a  c lo se s t to  A lp in e  a n d  T A P S .(2) F o r  th e  N P R -A  th e se  a re  
la rg e  f ie ld s , a n d  th e s e  la rg e r f ie ld s  w o u ld  be p ro d u c e d  b e fo re  s m a lle r  a c c u m u la tio n s  s in c e  th e y  
a re  e a s ie r  to  f in d  a n d  m o re  e c o n o m ic  to  d e v e lo p /3) A f te r  an  in itia l ro u n d  o f  e x p lo ra tio n  (a s su m in g  
2 0  w ild c a t w e lls ) , th e  U S G S  b e l ie v e s  th a t  o n e  o f  th e se  th ree  2 5 6 -5 1 2  m illio n  b a rre l f ie ld s  w o u ld  
re s u l t  in a  4 3 0  m ill io n  b a rre l f ie ld  d isc o v e ry . U n d e r  th e  U S G S ’s c o s t a n d  d e v e lo p m e n t 
a s s u m p tio n s , to  o v e rc o m e  th e  c h a l le n g e s  fa c in g  N P R -A  d e v e lo p m e n t re q u ire s  th a t  th e  p o te n tia l 
p r iz e  o f  a  la rg e r  f ie ld  (4 0 0  m ill io n  b a rre ls  o r  m o re )  is  n e e d e d  fo r  e x p lo ra tio n  a t $ 2 2  p e r b a r re l  o il 
p r ic e s .  O n ce  fo u n d , a  re la tiv e ly  s m a ll  fie ld  (2 5 0  m illio n  b a rre l)  w ill b e  e c o n o m ic . E x p lo re rs  ju s t  
w ill n o t in c u r  h ig h  e x p lo ra tio n  c o s ts  to  lo o k  fo r  th o s e  fie ld s.
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(1) Sec NPR-A fact sheet.
(2) See USGS fact sheet histogram. The USGS divided the NPR-A into eight suW eas for the purpose o f  estimating product 
transportation costs to TAPS. See Econom ic report at Page 17.
(3) See USGS fact sheet, “The economic analysis simulates exploration by assuming that larger accumulations will be 
discovered early ...”
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The graph illustrates the production from the NPR-A in our forecast, and the additional 
production from the NPR-A if a larger field is found or, alternatively, if smaller fields are found 
and can be economically produced. Lowering exploration costs (tlirough the recently enacted 
SB 185 or through a permanent road) make the higher forecast more likely to occur. The USGS 
estimates that the initial finding costs per barrel for the NPR-A is $0.39, or $ 168 million/') 
Explorers pay out these millions of dollars years before first production. Decreasing the cost of 
this frontier exploration by roughly 30% due to the passage of SB 185 will increase the rate of 
return on a 430 million barrel field a full percentage point —from 13%to 14% —at $22 per 
barrel oil prices.

Figure 3-4. NPR-A Production Forecast

350 —♦—  Base forecast ™c^Mjltipfe srrul driisite dwetoprrerj —*— Largar fields (curd

A N W R

T h e  U S G S  e s t im a te s  th a t  th e re  a re  10.3 b il lio n  b a rre ls  o f  te c h n ic a lly  re c o v e ra b le  re s e rv e  in  the  
A rc tic  N a tio n a l W ild life  R e fu g e  (A N W R ), o r  m o re  b a r re ls  th a n  th e  o r ig in a l e s t im a te  fo r  th e  g ia n t 
P ru d h o e  B a y  fie ld . A t  o u r  fo re c a s t p r ic e  o f  $ 2 2  p e r  b a rre l, th e  U S G S  e s tim a te s  th a t 4 .4  b illio n  
b a r re ls  a re  e c o n o m ic a lly  re c o v e ra b le  fro m  fe d e ra l la n d s , an d  a lm o s t a n o th e r  b il lio n  fro m  n o n - 
fe d e ra l la n d s . S in c e  A N W R  p ro d u c tio n  w ill  p ro b a b ly  c o m e  fro m  la rg e r  f ie ld s  (w ith  a n  8 0 %  
c h a n c e  o f  th e re  b e in g  a  1 .02 4  to  2 .0 4 8  b il l io n  b a rre l f ie ld ) , p ro d u c tio n  sh o u ld  ra m p  u p  q u ick ly . We 
e s t im a te  th a t  o n ce  C o n g re s s  o p en s  A N W R  to  o il e x p lo ra tio n  a n d  d e v e lo p m e n t it w ill  ta k e  sev en  
y e a rs  fo r  th e  f irs t  o il to  b e  p ro d u c e d  fro m  th e  a re a . I f  o p e n e d  in  2 0 0 6 , A N W R  is  a s s u m e d  to  ad d  
b e tw e e n  2 0 0  an d  4 0 0  th o u s a n d  b a rre ls  a  d a y  o f  p ro d u c tio n  b y  th e  m id d le  o f  th e  n e x t d e c a d e ,

(1) See N PR -A  Econom ic Report, Table 4, Page 37.
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Figure 3-5. ANWR Production Forocast

G a s  L i n e

T h e  p ro d u c e rs ,  th e  s ta te  a n d  o th e r  in te re s te d  p a r tie s  c o n t in u e  to  e x p lo re  w a y s  to  m o n e tiz e  th e  
o v e r  3 0  tr i l l io n  c u b ic  fe e t o f  n a tu ra l  g a s  o n  th e  N o r th  S lo p e / ')  T h e  th re e  la rg e s t p ro d u c e rs  o n  th e  
N o r th  S lo p e  (B P , C o n o c o P h ill ip s , a n d  E x x o n M o b il)  h a v e  lo o k e d  a t a  p ro je c t  to  p ip e  a b o u t 4 .5  
b il l io n  c u b ic  fe e t  o f  gas p e r  d a y  to  m a rk e ts  in  th e  L o w e r  4 8  o r  C a n a d a . M a n y  h u rd le s  m u s t  b e  
o v e rc o m e  fo r  th e  p ro je c t  to  p ro c e e d . I f  th e s e  h u rd le s  a re  o v e rc o m e , th e  s ta te  s ta n d s  to  re c e iv e  
a ro u n d  S 6 0 0  m il l io n  a  y e a r  in  ro y a lty  a n d  s e v e ra n c e  ta x  p a y m e n ts  p e r  y e a r. In c lu d in g  c o rp o ra te  
in c o m e  ta x  a n d  p ro p e r ty  tax , r e v e n u e s  to  th e  s ta te  a n d  m u n ic ip a l i t ie s  in c re a se  to  a ro u n d  $1 b i l l io n  
p e r  y e a r . (2)

(1) Producers on the North Slope currently use the natural gas there to enhance oil production through miscible injection 
(EOR) projects, cycling and pressure maintenance. Natural gas also is used as field fuel, to fuel some o f the pump 
stations on the Trans-Alaska pipeline and is sold in small quantities to local utilities.
(2) For purposes o f  this analysis, we have assumed a S4 per m m Btu price a t market. We have not factored in possible 
changes to the state fiscal system. The state and municipal-take is based on the current fiscal structure. We also have 
not taken into account oil losses due to gas voidage from an oil and gas reservoir.
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In our forecast of oil and gas base revenue (production tax and royalty), we project a decline of 
30% by FY 2010 and almost 50% by FY 2015. However, by FY 2015 revenue from future oil 
exploration and a gas line could more than offset this anticipated decline in oil and gas base 
revenue from currently producing or discovered fields. With a very active oil and gas exploration 
and development effort, by FY 2015 our oil and gas base revenue could be 30% higher than it is 
today.

C o n c l u s i o n

Figure 3-6. Possible Increases to the State's Severance Tax and
Royalty Revenue from Future Exploration and Gas Lino Project

O P a iM d t □C«a™ ifUrV iBI»F« Q R it i/S d  S t i  9 h?l\-A IIAMY./I

^  ̂  ̂  ̂  ^  J? ^  ̂  ^  rjSP jlP ̂  ^  ̂  ^

Table 3-4. Cummulatlvo Revenue from Now Oil Exploration and Gas Line Projoct to FY 2030 
$ M illions (Undiscountcd Dollars)

Central North Slope 
and Satellites

Beaufort
Sea

Additional
NPR-A ANWR Gas Line Total

2006 27 0 0 0 0 27
2010 174 18 0 0 0 192
2015 480 145 261 484 2,156 3,526
2020 354 268 1,145 2,122 5,282 9,672
2030 1,622 338 1,644 6,058 11,671 21,333
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M i n e r a l s

A la s k a ’s tr a d i t io n a l  r e s o u rc e -b a s e d  in d u s tr ie s  in  m in in g , f ish , to u r is m  a n d  t im b e r  a l l  h a v e  p o te n tia l 
fo r  g ro w th . In  th is  R e v e n u e  S o u rc e s  B o o k , w e  h a v e  c h o s e n  to  e x a m in e  th e  m in in g  in d u s try . M o s t  
o f  th is  in fo rm a tio n  c o m e s  fro m  th e  “ A la s k a  M in e ra ls  In d u s try  2 0 0 2 ” re p o r t ,  D e p a r tm e n t o f  
N a tu ra l  R e s o u rc e s ,  2 0 0 3 .

gaining

B e tw e e n  20 01  a n d  2 0 0 2 , th e  p ro d u c tio n  v a lu e  o f  in d u s tr ia l ,  e n e rg y  a n d  m e ta l m in e ra ls  in c re a se d  
1 0 %  to  o v e r  $1 b il l io n . In d u s tr ia l  m in e ra ls  (e .g ., s a n d  a n d  g ra v e l)  in c re a s e d  fro m  S 8 2 .4  m illio n  to  
$ 1 5 2 .2  m ill io n , m o s t ly  as a r e s u l t  o f  in c re a se d  ro a d  r e p a ir  a n d  c o n s tru c tio n . E n e rg y  m in e ra ls  (e .g ., 
c o a l)  d e c re a s e d  f ro m  $ 4 8 .3  m i l l io n  to  $ 3 7 .6  m ill io n , m o s t ly  d u e  to  th e  lo s s  o f  e x p o r ts  to  K o re a . 
M e ta l m in e ra ls  in c re a se d  fro m  $ 7 8 8 .6  m il l io n  to  $ 8 2 3 .1  m ill io n , m o s t ly  as a r e s u l t  o f  a n  in c re a s e  in 
th e  p r ic e  o f  g o ld .

I n  2 0 0 2 , z in c  p r ic e s  d e c re a se d  b y  m o re  th a n  1 2 %  f ro m  20 01  b u t, a s  p ro d u c tio n  in c re a s e d , th e  
to ta l  v a lu e  o f  z in c  d e c re a se d  o n ly  b y  1% . E v e n  w ith  p r ic e s  d ro p p in g  s in c e  th e  f irs t  h a l f  o f  2 0 0 1 , 
z in c  s ti ll a c c o u n te d  fo r  o v e r  6 0 %  o f  th e  p ro d u c tio n  v a lu e  fo r  a l l  m e ta ls .

B o th  g o ld  a n d  s i lv e r  p r ic e s  in c re a s e d  b y  1 4 %  a n d  5 % , re s p e c tiv e ly  in  2 0 0 2  a n d  h a v e  c o n tin u e d  to  
r is e  in  2 0 0 3 . In  f a c t  th e  p r ic e  o f  g o ld  in  2 0 0 3  ( J a n u a ry -O c to b e r )  is  c u rre n tly  16 %  h ig h e r  a n d  z in c  
p r ic e s  a re  3 %  h ig h e r  th a n  in  2 0 0 2 . A c c o rd in g  to  A n d re w  K e e n  a t th e  L o n d o n  M e ta l E x c h a n g e , 
le a d  a n d  z in c  p r ic e s  sh o u ld  im p ro v e  s lo w ly  in  2 0 0 4 . A d d itio n a lly , K o re a  h a s  s ig n e d  a  n e w  tw o -  
y e a r  a g re e m e n t to  o n c e  a g a in  im p o r t  c o a l fro m  A la sk a .

E m p lo y m e n t in  th e  m in e ra ls  in d u s try  in  2 0 0 2  w a s  2 ,8 2 4  fu ll- tim e  e q u iv a le n t jo b s ,  d o w n  b y  11 fro m  
2 0 0 1 , A v e ra g e  a n n u a l e a rn in g s  in  2 0 0 2  o f  $ 6 3 ,7 6 3  w e re  a m o n g  th e  h ig h e s t  in  th e  s ta te .

Producing Mines

T h e  fo u r  la rg e s t  p ro d u c in g  m in e s  in  A la s k a  a re :

R e d  D o g : I s  a  jo in t  v e n tu re  b e tw e e n  N a n a  R e g io n a l  C o rp o ra tio n  a n d  T e c k -C o m in c o  a n d  th e  
la rg e s t  p ro d u c e r  o f  z in c  c o n c e n tra te  in  th e  w o r ld . O u t o f  a  to ta l o f  7 1 8 ,1 0 6  to n s  o f  z in c  p ro d u c e d  
in  A la sk a  in  2 0 0 2 , R e d  D o g  a c c o u n te d  fo r  6 3 7 ,8 0 0  o r  8 9 % . R ed  D o g  h a s  a lm o s t 5 5 0  e m p lo y e e s .

F o r t  K n o x :  Is  o w n e d  b y  K in ro s s  G o ld  C o rp o ra t io n  a n d  p ro d u c e d  4 1 0 ,5 1 9  o u n c e s  o f  g o ld  in  
2 0 0 2 . T h is  is  7 3 %  o f  th e  to ta l p ro d u c tio n  o f  g o ld  in  th e  s ta te . F o r t  K n o x  h a s  a lm o s t  4 0 0  
e m p lo y e e s .

G r e e n s  C r e e k :  Is  a  jo in t  v e n tu re  b e tw e e n  K e n n e c o tt  M in e ra ls  an d  H e c la  m in in g  a n d  is  th e  
th ird  la rg e s t  s i lv e r  p ro d u c e r  in  N o r th  A m e r ic a . O u t  o f  a  to ta l o f  1 7 ,8 5 8 ,1 8 3  o u n c e s  o f  s ilv e r  
p ro d u c e d  in  A la s k a  in  2 0 0 2 , G re e n s  C re e k  p ro d u c e d  1 0 ,9 1 3 ,1 8 3  o r  6 1 % . G re e n s  C r e e k  h as  o v e r  
2 6 0  e m p lo y e e s .
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U s ib e l l i  C o a l:  Is  o w n e d  b y  U s ib e ll i  C o a l M in e s  Inc . an d  h a s  a m o n g  th e  lo w e s t s u l fu r  c o a l in  th e  
w o rld . U s ib e ll i  p ro d u c e d  1 ,1 5 7 ,8 7 9  to n s  o f  c o a l w h ic h  is  e s s e n tia lly  a ll o f  th e  c o m m e rc ia l  coal 
p ro d u c e d  in  A la sk a . U s ib e l l i  h a d  a p p ro x im a te ly  80  e m p lo y e e s  in  2 0 0 2 . In  2 0 0 3 , K o re a  s ig n e d  a  
c o n tra c t v a lu e d  a t $ 2 0  m i l l io n  w ith  U s ib e ll i  to  re s u m e  im p o rtin g  c o a l f ro m  K o re a .

Advanced S tage P ro jec ts
T h e  th re e  la rg e s t a d v a n c e d  s ta g e  p ro je c ts  are :

P o g o : Is  a  jo in t  v e n tu re  b e tw e e n  S u m ito m o  a n d  T e c k -C o m in c o  a n d  th e  c lo s e s t  o f  th e  th re e  
p ro je c ts  to  c o n s tru c tio n . S ta r t  o f  c o n s tru c t io n  sh o u ld  b e  b y  la te  2 0 0 3  o r ea r ly  2 0 0 4  a n d  p ro d u c tio n  
sh o u ld  b e g in  in  la te  2 0 0 5  o r  ea r ly  2 0 0 6 . T h e  m in e  sh o u ld  p ro d u c e  g re a te r  th a n  3 7 5 ,0 0 0  o u n c e s  
o f  g o ld  p e r y e a r a n d  s h o u ld  e m p lo y  a b o u t 3 6 0  e m p lo y e e s  d u r in g  p ro d u c tio n .

K e n s in g to n :  Is o w n e d  b y  C o e u r  d ’A le n e  m in e s  a n d  s ti ll  h a s so m e  h u rd le s  to  o v e rc o m e  b e fo re  
c o n s tru c tio n  can  b e g in . H o w e v e r , i f  p ro d u c tio n  d o e s  o c cu r, th e n  th e  m in e  s h o u ld  p ro d u c e  
a p p ro x im a te ly  8 5 ,0 0 0  o u n c e s  o f  g o ld  p e r  y e a r  a n d  h a v e  a b o u t 2 2 5  e m p lo y e e s .

D o n l in  C r e e k :  Is  a  j o i n t  v e n tu re  b e tw e e n  P la c e r  D o m e , N o v a G o ld  R e s o u rc e s ,  C a lis ta  
C o rp o ra tio n  a n d  T K C  a n d  h a s  th e  la rg e s t g o ld  re s o u rc e  in  A la s k a . A c c o rd in g  to  th e  A la s k a  
J o u rn a l o f  C o m m e rc e  (B ra d n e r , 2 0 0 3 )  th e  la rg e s t “c h a lle n g e ” to  o v e rc o m e  fo r  D o n lin  C re e k  to 
b e c o m e  a  p ro d u c in g  m in e  is  to  f in d  e n o u g h  p o w e r  to  o p e ra te  th e  m in e .

Revenue
A c c o rd in g  to  th e  D e p a r tm e n t  o f  N a tu ra l R e s o u rc e s ,  th e  m in in g  in d u s try  p a id  $ 1 5 .2  m illio n  to  th e  
s ta te  a n d  m u n ic ip a li t ie s  in  2 0 0 2 . M o s t  o f  th is  r e v e n u e  w a s  f ro m  p a y m e n ts  to  m u n ic ip a li t ie s  ($ 9 .7  
m ill io n .)  T h e  m in in g  in d u s try  m a k e s  re v e n u e  p a y m e n ts  to  th e  s ta te  in  th e  fo rm  o f  re n ts  and 
ro y a ltie s , c o rp o ra tio n  in c o m e  ta x e s  ( i f  th e  b u s in e sse s  a re  s u b c h a p te r  C  c o rp o ra tio n s )  a n d  m in in g  
lic e n se  ta x e s . W e d o  e x p e c t  so m e  in c re a s e  in  th e  s ta te  re v e n u e s  a s  a  re s u lt o f  s t ro n g  g o ld  
p r ic e s , im p ro v in g  z in c  p r ic e s ,  a  n e w  c o a l c o n tra c t  w ith  S o u th  K o re a  a n d  in  th e  lo n g  ru n  fro m  n e w  
d e v e lo p m e n ts .

T h e  o n ly  a d v a n c e d  s ta g e  p ro je c t d e v e lo p m e n t th a t  w e  in c lu d e d  in  th e  fo re c a s t  w a s  P o g o  
b e c a u se  th is  p ro je c t  is  th e  c lo s e s t  to  c o n s tru c tio n  a n d  is  th e  m o s t lik e ly  to  b e g in  p ro d u c tio n  w ith in  
th e  n e x t f iv e  y e a rs . N o  ta x  re v e n u e  w o u ld  b e  re a liz e d  in  th e  tw o -y e a r  f o r e c a s t  w in d o w  b e c a u se  
p ro d u c tio n  is  n o t s la te d  to  b e g in  u n til  e a r ly  2 0 0 6 . A d d itio n a lly , b e c a u s e  o f  th e  3 '/2-y e a r  ta x  h o lid a y  
a f te r  p ro d u c tio n  s ta r ts ,  w e  w o u ld  n o t s e e  a n y  m in in g  lic e n s e  re v e n u e  u n ti l  F Y  2 0 1 0  o r  2011 a t th e  
e a r lie s t.  E x p lo ra tio n  c re d its  m a y  b e  a p p lie d  a g a in s t  5 0 %  o f  ro y a lt ie s  an d  ta x  l ia b il i t ie s  a n d  fu r th e r  
re d u c e  rev en u e .

A laska D ep artm en t o f R evenue



N o tic e :  T h is o p in io n  is  s u b je c t  to c o r r e c t io n  b e fo r e  p u b l ic a t io n  in  th e  PACIFICREPO RTER. R e a d e r s  
a re  r e q u e s te d  to  b r in g  e r r o r s  to  th e  a tte n tio n  o f  th e  C le r k  o f  th e  A p p e l la te  C o u r ts .  3 0 3  K  S tr e e t, 
A n c h o r a g e ,  A l a s k a  9 9 5 0 1 , p h o n e  ( 9 0 7 )  2 6 4 - 0 6 0 8 ,  f a x  (2 0 7 )  2 6 4 - 0 8 7 8 ,  e - m a i l
c o r r e c t io n s @  a p p e lla te ,  c o u r ts .s ta te .a k .  u s .
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I. IN T R O D U C T IO N

The Alaska Legislative Council appeals the superior court’s denial of its 

challenge to former GovernorTony K now les’s veto of, and refusal to implement, Sen ate 

Bill 7, which transfeis land and the income derived from that land to the University of 

Alaska. The legislative council argues that the superior court erred in ho’ding that S.B. 

7 constitutes an appropriation subject to the governor’s enhanced veto power requiring 

a three-fourths vote by the legislature in order to override the veto under article II, 

section 16 of the Alaska Constitution. Because the superior court erred in concluding 

that S.B. 7 is an appropriation to the University o f Alaska, we reverse the superior 

court’s grant o f summary judgm ent to the governor.

II. FA C TS AND PR O C E E D IN G S

A. Facts

The Alaska Legislature passed S.B. 7 on M arch 30, 2000. Senate Bill 7 

enacted AS 14.40.365, which entitles the University of Alaska to select between 250,000 

and 260,000 acres of state lands.1 The bill provides that selected land would then be

Under Committee Substitute for Senate Bill (C.S.S.B.) 7, 21st Leg. 2nd 
Sess. (2000), AS 14.40 is amended by adding AS 14.40.365, w hich reads in relevant 
part:

University land from Statehood Act land selection 
conveyances.
(a) The University o f  Alaska may select and is entitled to 
receive the conveyance ofnot less than 250,000 and not more 
than 260,000 acres or land conveyed to the state under Sec.
6(b) of the Alaska Statehood Act (P.L. 85-508, 72 Stat. 339).
The Board o f Regents of the University o f Alaska shall 
periodically submit a list ofselections to the commissioner o f 
natural resources and, if the list o f selections contains land 
within the boundaries o f a municipality, the Board of Re gents

(c o n tin u ed ...)
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AW
2conveyed to and managed by the university under amendments to AS 14.40.170(a) and

1(...continued)
o f the University of Alaska shall submit the list to the 
municipality. The Board of Regents and the commissioner of 
natural resources shall periodically and jointly  submit to the 
legislature, within 30 days of the beginning o f  a regular 
legislative session, a list ofthe selections o f land proposed to 
be conveyed by the state to the University o f Alaska under 
this section. If  the list submitted to the legislature contains 
land within the boundaries o f a municipality, the Board o f 
Regents and the commissioner of natural resources shall 
provide a copy of the list to the municipality. Each list must 
contain not more than 25 percent o f die total acres o f  land to 
which the university is entided after subtracting previous 
conveyances under this section,bu* not less than 25,000 acres 
or the remaining entitlement under the section, whichever is 
less. A list o f selections submitted shall be considered 
approved for conveyance to the University o f Alaska unless 
the legislature actsto disapprove the listduring the legislative 
session during which the list was submitted. If  the amount of 
land to be conveyed exceeds the balance due the university 
under this section, the university shall set out the land to be 
conveyed in priority order.

2

is new):
C.S.S.B. 7 amends AS 14.40.170 (a) to read in relevant part (underlined text

(a) The Board of Regents shall

(4) have the care, control, and management of
(A) all the real and personal property o f the 

university; and
(B) land

£i) convey ed to the Board o f Regents by 
the commissioner of natural resources in the settlement o f the 
claim of the University of Alaska to land granted to the state 
in accordance with the Act ofM arch 4,1915 (38 Stat. 1214),

(c o n tin u ed ...)
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AS 14.40.291,3 Senate Bill 7 also provides that the income from the transferred land will 

be held in perpetual trust for the benefit o f the university.4

2(...continued)
as amended* and in accordance with the Act o f January 21,
1929 (45 Stat. 1091), as amended; and

fiO selected bv the University o f Alaska 
and conveyed to it by the commissioner o f natural resources 
under AS 14.40.365:

3 C.S.S.B. 7 amends AS 14.40.291 to read (underlined text is new; bracketed 
text is deleted):

(a) Notwithstanding any other provision o f law, 
university-grant land, slate replacement land that becomes 
university-grant land on conveyance to the university, land 
selected bv and conveyed to the University o f Alaska under 
AS 14.40.365. and any other land owned by the University of 
Alaska is not and mav not be treated as state public domain 
land. Land conveyed to the University o f  Alaska under AS 
14.40.365 shall be managed under AS 14.40.365 - 14.40.368 
and policies o f the Board o f Regents o f the University o f 
Alaska.

(b) Title to or interest jn [TO] land described in (a) o f  
this section may not be acquired by adverse possession, 
prescription, or in any other manner except by conveyance 
from the university.

(c) The land described in (a) o f this section is subject 
to condemnation for public purpose in accordance with law.

4 C.S.S.B. 7 amends AS 14.40.400(a) to read (underlined text is new; 
bracketed text is deleted):

(a) The Board o f Regents shall establish a separate 
endowment trust fund in which shall be held in trust in 
perpetuity ah

(1) [ALL] net income derived from the sale or 
lease o f the land granted under the Act o f Congress approved

(co n tin u ed ...)



Governor Knowles vetoed the bill on April 17, 2000, stating that 

“ ‘earmarking’ state lands for dedicatedprojects ‘ will complicate state land management, 

contribute to significant land use conflicts, and likely lead to years o f litigation.’ ” On 

April 21, 2000 the legislature voted to override the veto by a margin of forty-one to 

nineteen, a margin representing more than two-thirds but less than three-fourths o f the 

legislature voting to override the veto. Governor Knowles rejected the override vote, 

asserting that the legislature did not reach the three-fourths override vote required to 

override a veto o f  an appropriations bill.

B. Proceedings

The legislative council brough4 suit to force Governor Knowles to 

implement S.B. 7, asserting that it is not an appropriations bill subject to the governor’s 

enhanced appropriations veto. The conservation amici5 attempted to intervene in that 

action in order to challenge the constitutionality o f S.B. 7, butthe superior court denied 

their motion to intervene because that court decided only the question whether S.B. 7 

was an appropriations bill subject to the governor’s enhanced veto. The superior court

4(...continued)
January 21 ,1929 , as amended; [AND]

(2) net income derived from the sale, lease, or 
management of the land selected bv and conveyed to the 
University o f Alaska under AS 14.40.365: and

(3) [All] monetary gifts, bequests, or 
endowments made to the University o f  Alaska for the 
purpose o f the fund.

The Alaska Center for the Environment, the Northern Alaska 
Environmental Center, and the Southeast Alaska Conservation Council are collectively 
referred to as the conservation amici.
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held that S.B. 7 was an appropriations bill, thereby upholding the governor's veto o f S.B. 

7. The legislative council appeals.6

III . STANDARD O F R EV IEW
a n

We review constitutional issues de novo, as they present questions o f law. 

In reviewing such questions we “adopt the rule o f law that is most persuasive in light of 

precedent, reason, and policy.”

IV. D ISCU SSIO N

A. N on-M onetary Asset T ransfers A reN ot a p p ro p ria tio n s  Subject to the 
G o v ern o r’s E nhanced Veto U nder A rticle II of the Alaska 
C onstitu tion.

This appeal requires us to decide whether S.B. 7 constitutes an 

appropriation under article II, section 16 of the Alaska Constitution. Under article II, 

section 15, the governor is empowered to “veto bills passed by the legislature” and “may, 

by veto, strike or reduce items in appropriation bills.”9 The legislature’s power to 

override the Governor’s veto depends on the type c f  bill that has been vetoed. Under 

article II, section 16, “[bjills to raise revenue and appropriation bills or items, although 

vetoed, become law by affirmative vote of three-fourths of the membership o f the 

legislature. Other vetoed bills become law by affirmative vote of two-thirds o f the

Conservation amici seek to intervene if  we decide this case on the basis of 
the constitutional prohibition against dedicated funds. I f  we decline to reach that issue 
but determine that S.B. 7 is not an appropriations bill, the conservation amici ask thatthe 
case be remanded so that they may renew their motion to intervene.

7 State v. Malloy, 46 P.3d 949, 951 (Alaska 2002).

8 Guin v. Ha, 591 P.2d 1281, 1284 n.6 (Alaska 1979).

A la sk a  C o n s t, art. II, § 15.



membership of the legislature.” 10 Accordingly, if  S.B. 7 was an appropriation bill, the 

legislature failed to override the governor’s veto; if  it was not an appropriation bill, the 

affirmative vote o f forty-one members of the legislature was sufficient to enact it into 

la v. For the reasons that follow, we hold that S.B. 7 was not an appropriation and that 

the legislature therefore successfully overrode the governor’s veto.

The governor argues that our previous decisions allowing non-monetary 

asset transfers to be classified as appropriations under article XI, section 7 o f the Alaska 

Constitution should be extended to govern the scope o f an appropriations veto under 

article II. But these decisions arose in the context o f article XI o f the Alaska 

Constitution, which grants A laska’s citizens the right to “propose and enact laws by the 

initiative, and approve or reject acts o f the legislature by the referendum.”11 This right 

is limited, and initiatives and referenda cannot be used to “make or repeal
17 •appropriations.” We previously held that “by the term  ‘appropriations,’ article XI,

section 7 prohibits an initiative whose primary object is to require the outflow of state
1 ̂assets in the form o f land as well as money.” More recently, we expanded the non­

monetary definition of “appropriations” under article XI to include initiatives prioritizing 

the right to harvest salm on14 and designating University o f Alaska land for use by the

10 Alaska Const, art. II, § 16.

11 Alaska Const, art. XI, § 1.

12 Alaska Const, art. XI, § 7.

13 Thomas v. Bailey, 595 P.2d 1, 7 (Alaska 1979) (ballot initiative granting
state land to certain Alaska residents was an unconstitutional appropriation by initiative).

14 Pullen v. Ulmer, 923 P.2d 54, 59 (Alaska 1996).
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Community College System of Alaska.15 These decisions struck down non-monetary 

assettransfers as unconstitutional appropriationsunder article XI, section 7 o f the Alaska 

Constitution.

In the present case, the superior court held that article II, section 16 of the 

Alaska Constitution shares article XI, section 7 ’s broad definition o f an appropriation, 

and that “a bill [that] results in -emoving or dedicating assets from the treasury that 

would otherwise be available to fund state government” is therefore an appropriations 

bill.16 While it is appealing to interpret the Alaska Constitution to have a consistent 

definition of “appropriations” throughout the document, articles II and XI require 

different interpretations of “appropriations” because they serve vastly different
1 7purposes. Article XI provides citizens with a limited power to enact laws. The 

limitations concerning appropriations have two parallel purposes —  preventing the 

dissipation of state resources by popular vote and vindicating legislative control over the 

allocation of state assets. As we stated in City o f Fairbanks v. Fairbanks Convention and 

Visitors Bureau'.

13 McAlpine v. University o f Alaska, 762 P.2d 81, 87-89 (Alaska 1983).

16 Legislative Council v. Knowles, No. 1JU-00-1237 Cl (Alaska Super., 
August 17, 2001).

17 W e have held that even within the context o f articleX I, section 7 ,the word 
“appropriations” may have different meanings depending on whether the challenged 
initiative seeks to make an appropriation or repeal one. City o f  Fairbanks v. Fairbanks 
Convention and Visitors Bureau, 81S P.2d 1153, 1156-57 (Alaska 1991). A broad 
construction is used to prevent the enactment by initiative o f state asset give-away 
programs. Id. at 1156. But as this reason does not apply when an initiative merely seeks 
to repeal an appropriation, a narrow construction is used in repeal cases. In repeal cases 
the term “appropriations” is construed to refer only to annual spending decisions. Id. at 
1157.
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Our prior cases defining “appropriation” in the context 
o f article XI, section 7 have concentrated on the two parallel 
purposes for preventing the making o f appropriations through 
the initiative process. First, initiatives should not be “used to 
enact give-away programs, which have an inherent popular 
appeal, that would endanger the state treasury.” Thomas v.
Bailey, 595 P.2d 1, 7 (Alaska 1979). This is because 
“ [in itiatives for thepurposeofrequiring appropriations were 
thought to pose a special danger of ‘rash, discriminatory, and 
irresponsible acts.’ ” Id. (quoting V. Fischer, A laska’s 
Constitutional Convention 80-81 (1975)). The second 
“reason for prohibiting appropriations by initiative is to 
ensure that the legislature, and only the legislature, retains 
control over the allocation of state assets among competing 
needs.” McAlpim v. Univ. o f Alaska, 762 P.2d 81, 88 
(Alaska 1988).[1Sj

Accordingly, in cases involving making appropriations by initiative, we have carried out 

the fram ers’ design to prevent popular give-away programs and maintain legislative 

control over the allocation o f state assets by broadly interpreting the scope of 

“appropriations” under article XI o f die Alaska Constitution.

In contrast, article II’s definition is notgoverned by the overriding goal of 

preventing initiatives from wasting public assets or encroaching on protected legislative 

powers. Instead, article II, sections 15 and 16 o f the Alaska Constitution govern die 

balance o f power between the legislative and executive branches of Alaska’s 

government. Because articles II and XI serve differem purposes, we reject the 

governor’s argument that the expansive scope given “appropriations” in article XI as to 

the making o f appropriations should be extended to article II. We determine the scope 

o f “appropriations” as used in article II by examining the minutes o f the Constitutional 

Convention and the Alaska Constitution itself.

18 818 P .2 d  1153 , 1156 (A la sk a  1991).
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We have previously treated article II appropriations as being limited to

monetary appropriations. In Alaska Legislative Council v. Knowles,19 (Knowles II) we

determined the scope o f the governor’s power to veto individual items in an
• • 20appropriations bill under article II, section 15 ofthe Alaska Constitution. We assumed

that items in appropriations bills, and therefore bills composed o f individual items, can

only appropriate monetary assets:

Reducing an item lessens its amount; striking it lessens its 
amount to nothing. This implies that an ‘item ’ m ust include 
a sum o f money. Likewise, a passage that does not include 
a ‘sum o f money dedicated to a particular purpose’ is not an 
‘item ’ which the governor can strike or reduce. Therefore, a 
veto that does not delete or reduce the amount o f money 
appropriated is not a valid exercise o f the power article II, 
section 15 grants.21

Though Knowles II involved the governor’s veto o f language restricting a monetary
* 22appropriation under the item veto power, rather than the veto o f a non-monetary 

appropriation under the general power to veto an entire bill as presented by this case, its 

understanding of article II appropriations is instructive. We now explicitly adopt

19 21 P.3d 367 (Alaska 2001).

L In addition to providing the governor with the power to veto entire bills, the 
issue presented by this case, Alaska Constitution article II, § 15 also grants the governor 
the power to “veto, strike, or reduce items in appropriations bills.”

21 Knowles II, 21 P.3d at 373.

22 Id. at 370-71.
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^  Knowles IPs exclusively monetary characterization of article II appropriations items and ^

hold that the governor’s appropriations veto applies only to monetary appropriations."3

This conclusion finds ample support in the minutes o f the Alaska 

Constitutional Convention, which demonstrate that the framers o f the Alaska 

Constitution intended the governor’s appropriations veto under article II, sections 15 and 

16 to apply only to monetary appropriations. The framers repeatedly referred to 

appropriations in monetary terms during the debates overarticle II, section 15. Delegate 

Sundborg understood thatthe enhanced, three-fourths veto override requirement would 

apply to “any bill dealing with taxation or any bill affecting payments o f money under 

existing statutes or an item or items in the general appropriations bill.”24 Delegate 

McCutcheon, a member o f the committee thatdrafted that section, understood the section 

to provide that “a greater number [of votes were] required to override the veto on money 

matters.”25 Delegate V. Rivers stated that this section was “a provision in regard to the 

appropriation and spending o f money which would allow somewhat more power to lie 

in the strong executive.”26 If  the delegates had intended the governor’s appropriation 

veto to encompass non-monetary asset transfers, we would expect to see in the minutes 

and the section proposals some indication o f that intention. Instead the minutes indicate

We gave a similarly narrow construction to the use o f the term 
“appropriations” in article XI, section 7 with respect to the prohibition on repealing 
appropriations by initiative in City o f Fairbanks v. Fairbanks Convention and Visitors 
Bureau, 818 P.2d 1153, 1157 (Alaska 1991).

24 3 P r o c e e d in g s  o f  th e  A l a s k a  Co n s t it u t io n a l  Co n v e n t io n  (PACC) 
1739 (January 1 1, 1956).

25 Id. at 1740.

26 Id .  a t 1741 .



that the delegates never intended the governor’s article II appropriations veto power to 

apply to anything other than monetary appropriations.

The framers’ intention to limit the scope o f article II appropriations to 

money bills is made clearby the entire constitutional framework, as extending the scope 

o f article II appropriations to encompass non-monetary asset transfers would create a 

host of problems in interpreting other articles of the Alaska Constitution. For example, 

if  non-monetary asset transfers were deemed appropriations, application o f article II,
• • 27section 13 —  confining bills for appropriations only to appropriations —  would 

become problematic. Knowles I I adopted a five-part test for determining whether a bill 

satisfies that section’s clause confining appropriations bills only to appropriations, stating 

that

to satisfy the confinement clause, “the qualifying language 
must be the minimum necessary to explain the Legislature’s 
intent regarding how the money appropriated is to be spent, 
it must not administer the program of expenditures. It must 
not enact law or amend existing law. It m ust not extend 
beyond the life o f the appropriation. Finally the language 
must be germane, that is appropriate, to an appropriations 
bill.”28

As evidenced by S.B. 7, which governs both the transfer o f land to the university and the 

management o f that land by the university, the separation o f bills concerning 

appropriations and substantive law mandated by article II, section 13 of the Alaska 

Constitution’s confinement clause would be virtually impossible to maintain if non-

Alaska Const, a rt II, § 13 provides in relevant part that “[e]very bill shall 
be confined to one subject unless it is an appropriation bill or one codifying, revising, or 
rearranging existing laws. Bills for appropriations shall be confined to appropriations.”

28 Knowles II, 21 P.3d at 377 (quoting No. 1JU -80-11 63 Cl (Alaska Super., 
May 25, 19S3)).



• • 29 •monetary asset transfers were considered app. tpriations under article II. As difficult 

as it is for the legislature to maintain the line between making m onetary appropriations 

and creating substantive law, it would be far more difficult for the legislature to make 

non-monetary asset transfers without straying into substantive law. Adopting an 

exclusively monetary concept o f appropriations under article II of the Alaska 

Constitution comports with the overall constitutional intent to avoid such confusion.

Article IX o f the Alaska Constitution, which governs finance and taxation, 

also supports limiting the scope o f the governor’s article II, section 15 appropriations 

veto power to monetary bills. Article IX requires the governor to submit a budget to the

legislature at a fixed time each year; the budget must “set[] forth all proposed
in t

expenditures and anticipated income.” At the same time, the governor must submit a
• 31 • *general appropriation bill to authorize the proposed expenditures. This strictly 

monetary concept o f appropriations suggested by article IX, section 12 o f the Alaska 

Constitution is instructive in this case. If non-monetary asset transfers were deemed to 

be appropriations, article IX, section 12 would presumably require such asset transfers 

to be included in the several appropriation bills submitted by the governor.

29 C.S.S.B. 7.

30 Alaska Const, art IX, § 12.

31 Alaska Const, art. IX, § 12 provides:

The governor shall submit to the Iegi:lature, at a time fixed
by law, a budget for the next fiscal year setting forth all
proposed expenditures and anticipated income o f  all
departments, offices, and agencies o f the State. The governor, 
at the same time, shall submit a general appropriation bill to 
authorize the proposed expenditures, and a bill or bills 
covering recommendations in the budget for new or 
additional revenues.
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Additionally, viewing non-monetary land transfers as approp riations would 

not comport with article IX, section 16 o f the A laska' '"'"Stitution,32 which establishes 

a $2.5 billion limit on annual legislative appropriations s 'djusted for inflation). Treating 

non-monetary asset transfers as appropriations is not only inconsistent with the language 

o f article IX, section 16, but it poses the further problem o f how to calculate the value 

o f such asset transfers to ensure that they fall within the appropriations limits imposed 

by the Alaska Constitution. In expressing the limit in dollars, article IX, section 16 

reflects a constitutional structure thattreats “appropriations” as dealing exclusively with 

money transfers. Because article IX does not include non-monetary asset transfers 

within the scope o f “appropriations,” it provides further proof that non-monetary asset 

transfers are not subject to the governor’s appropriations veto under article II o f the 

Alaska Constitution.

That the governor's appropriations veto under article II is limited to money 

bills is also suggested by article VIII, which grants broad powers over land to the 

legislature. A number o f sections of article VIII grant the legislature a land-disposal 

power that is not consistent with the enhanced appropriations veto power claimed by the

Alaska Const, art. IX, § 16 provides in relevant part that:

Except for appropriations for Alaska permanent fund 
dividends, appropriations o f revenue bond proceeds, 
appropriations required to pay the principal and interest on 
general obligation bonds, and appropriations o f money 
received from a non-State source in trust for a specific 
purpose, including revenues o f a public enterprise or public 
corporation of the State that issues revenue bonds, 
appropriations from the treasury made for a fiscal year shall 
not exceed $2,500,000,000 by more than the cumulative 
change, derived from federal indices as prescribed by law, in 
population and inflation since July 1,1981.



governor. Article VIII, section 2 establishes the legislature’s general power to manage 

and control A laska’s land, stating that “ [t]he legislature shall provide for the utilization, 

development, and conservation o f all natural resources belonging to the State, including 

land and waters, for the maximum benefit o f  its people.”33 Section 9 establishes the 

legislature’s power to “provide for the sale or grant o f state lands, or interests therein, 

and establish sales procedures.”34 Section 12 provides that the legislature can transfer
• • 35non-monetary state assets by law through the creation of mineral leases and permits. 

These sections o f article VIII establish the legislature’s power to dispose ofand manage 

state land and the minerals contained within that land. The existence o f this power is 

inconsistent with the governor’s argument that the disposal o f state lands is subject to the 

enhanced veto reserved for appropriations. Article VIII in its entirety suggests that the 

framers intended to provide the legislature with control over state lands subject only to 

the governor’s less restrictive, non-appropriations veto.

Because the minutes o f the Constitutional Convention and articles VIII and 

IX o f the Alaska Constitution mandate an exclusively monetary concept of 

“appropriations,” we hold that only monetary asset transfers constitute “appropriations” 

under article II o f the Alaska Constitution. Therefore, S.B. 7 ’s transfer o f land to the 

university is not subject to the governor’s enhanced appropriations veto.

33 Alaska Const, art. VIII, § 2.

34 Alaska Const, art. VIII, § 9.

? Alaska Const, art. VIII, §12 provides, in relevant part:
Leases and permits giving the exclusive right o f exploration
for these minerals for specific periods and areas . . . may be 
authorized by law.



B. Senate Bill 7 ’s Provisions C oncerning the Incom e from  T ransferred  
L and  Do N ot P rovide the U niversity  w ith a Sufficiently D efinite Sum 
of M oney To C onstitu te  an A ppropria tion .

The legislative council argues that the superioi court erred in holding that 

the portions o f S.B. 7 governing income produced by the transferred lands make S .B . 7 

an appropriations bill. It contends that S.B. 7 does not contain any o f  the elements 

necessary to qualify as an appropriation under articles II and IX of the Alaska 

Constitution. The legislative council proposes that an appropriation is defined by three 

essential elements and argues that S.B. 7 meets none o f them: It does not authorize a ^  

government expenditure, it does not sufficiently state a purpose for the alleged 4- 

expenditure, and it does not set aside a certain sum o f money. The governor responds 

that S.B. 7 must be considered an appropriation because it restricts the income derived 

from the transferred land to the university.36 Because we agree with the legislative 

council that appropriations must set aside a certain sum o f money and that S.B. 7 does 

not specifically appropriate a certain sum of money to the university, we do not consider 

the other two prongs o f this proposed test.

We have previously defined an “appropriation” as “ ‘the setting aside from 

the public revenue of a certain sum of money for a specified object, in such manner that 

the executive officers of the government are authorized to use that money, and no more,

C.S.S.B. 7 amends AS 14.40.400(a) to read (underlined text is new):

The Board of Regents shall establish a separate endowment 
trust fund in which shall be held in trust in perpetuity aH

(2) net income derived from the sale, lease, or 
m anagem ent o f the land selected bv and conveyed to the 
University o f Alaska under AS 14.40.365f.] . .  .
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for that object, and no other.’ ”37 Subsequen tly, in Knowles II we, defined an item in an
38appropriations bill as “ ‘a sum of money dedicated to a particular purpose.’ ” While 

neither of the above cases specifically dealt with the “sum certain” requirement, they 

both recognized that an act must authorize the expenditure of an ascertainable sum of 

money in order to qualify as an appropriation. The governor’s item and general 

appropriation vetoes apply to items and bills that provide state officials with enough of 

a description to ascertain the transfer o f  a specific amount of money at a specific point 

in time.39 In this case, the income that S.B. 7 seeks to provide for the university is so 

uncertain, due to its dependance on the university’s selection and management of the 

land, that it may never materialize or it may take many years to do so. Because the 

provisions o f S.B. 7 concerning income derived from transferred lands are so indefinite, 

we hold that those portions of S.B. 7 are not appropriations subject to the governor’s 

enhanced appropriations veto.

C. W e Decline T o  A ddress W hether S.B. 7 Is an U nconstitutional 
D edication U nder A rticle IX, Section 7 ox the A laska C onstitution.

Thomas v. Rosen, 569 P .2d 793, 796 (Alaska 1977) (quoting State ex rel 
Finnegan v. Dammann, 264 N.W. 622, 624 (Wis. 1936)).

38 21 P.3d at 373.

The requirement that the legislature sufficiently describe monetary asset 
transfers exists so that the legislature cannot purposefully fail to include a sum certain 
in order to avoid the governor’s appropriations veto. But the degree of specificity 
required is only that necessary to allow identification of the monies involved. For 
example, we have previously treated as an appropriation a bill containing language 
stating that “an amount equal to the unexpended and unobligated balance on June 30, 
1997, o f the fiscal year 1997 general fund receipts from the salmon marketing tax (AS 
43.76.110), from the seafood marketing assessment (AS 16.51.120), and from the fishery 
resource landing tax (AS 43.77.011) is appropriated from the general fund to the Alaska 
Seafood M arketing Institute.” Id. at 386, app. A.



The legislative council argues that the superior court determined that S.B. 

7 was an unconstitutional dedication under article IX, section 7 o f the Alaska 

Constitution.40 While there is language in the superior court’s decision that might be 

interpreted to address S.B. 7 ’s constitutionality,41 the superior court explicitly declined 

to address whether S.B. 7 was an unconstitutional dedication because the parties only 

contested whether S.B. 7 was an appropriation subject to the governor’s enhanced veto. 

The conservation amici now argue that we should “bear in mind the Dedicated Funds 

Clause and the important policies underlying it.” They also claim that they should be 

allowed to renew their motion to intervene upon remand to represent the position that 

S.B. 7 is an unconstitutional dedication. We agree.

W e decline to address the question of whether S.B. 7 violates the 

constitutionalprohibition on dedications because the matter w asnot Filly litigated below. 

The superior court correctly declined to decide the dedication issue because the only 

question before the court was whether S.B. 7 is an appropriations bill. Because that is 

the only question presented by this appeal, we decline to address the dedication issue.42

Alaska Const, art. IX, § 7 states: “The proceeds o f  any state tax or license 
shall not be dedicated to any special purpose, except as provided in section 15 of this 
article or when required by the federal government for state participation in federal 
programs. This provision shall not prohibit thecontinuance ofany dedication for special 
purposes existing upon the date of ratification of this section by the people o f  Alaska.”

The superior court stated that S .B . 7 “is n o t . . .  a simple land transfer bill. 
Rather, the bill explicitly removes land from the public domain and dedicates income 
from that land exclusively to the University in perpetuity.” It further stated that “Senate 
Bill 7 results in a sum o f money, income from the land grant, being dedicated to a 
particular purpose, funding for the University[.]” Legislative Council v. Knowles, No. 
1JU-00-1237 Cl (Alaska Super., August 17, 2001).

Earth Movers o f Fairbanks, Inc. v. State, Dep't o f  Trcnsp. and Pub.
(continued...)



V. C O N C LU SIO N

Because we hold that S.B. 7 was not an appropriation, we REVERSE the 

superior court’s decision holding that the governor’s enhanced appropriations veto 

applies to S.B. 7. We REMAND for consideration of the issue whether S.B. 7 is an 

unconstitutional dedication.43

42(...continued)
Facilities, 824 P.2d 715, 718 (Alaska 1992).

43 On remand, the superior court should first rule on the motion of the 
conservation amici to intervene.



Sec. 14.40.365. University land from Statehood Act land selection conveyances. [See 
editor's note]..

(a) The University of Alaska may select and is entitled to receive the conveyance 
of not less than 250,000 and not more than 260,000 acres of land conveyed to the state 
under Sec. 6(b) of the Alaska Statehood Act (P.L. 85-508, 72 Stat. 339). The Board of 
Regents of the University of Alaska shall periodically submit a list of selections to the 
commissioner of natural resources and, if the list of selections contains land within the 
boundaries of a municipality, the Board of Regents of the University of Alaska shall 
submit the list to the municipality. The Board of Regents and the commissioner of natural 
resources shall periodically and jointly submit to the legislature, within 30 days of the 
beginning of a regular legislative session, a list of the selections of land proposed to be 
conveyed by the state to the University of Alaska under this section. If the list submitted 
to the legislature contains land within the boundaries of a municipality, the Board of 
Regents and the commissioner of natural resources shall provide a copy of the list to the 
municipality. Each list must contain not more than 25 percent of the total acres of land to 
which the university is entitled after subtracting previous conveyances under this section, 
but not less than 25,000 acres or the remaining entitlement under this section, whichever 
is less. A list of selections submitted shall be considered approved for conveyance to the 
University of Alaska unless the legislature acts to disapprove the list during the 
legislative session during which the list was submitted. If the amount of land to be 
conveyed exceeds the balance due the university under this section, the university shall 
set out the land to be conveyed in priority order. Land may not be selected if, on the dale 
of its selection by the university, it

(1) is identified in AS 16.20, AS 41.15.300 - 41.15.330, or AS 41.21 or has been 
reserved by law from the public domain;

(2) is located within a municipality unless the land is vacant, unappropriated, 
unreserved land; if land included on the list of selections is selected by the municipality 
with remaining selection rights under AS 29.65 within 120 days of receiving the Board of 
Regents' list of selections under this subsection, the university may not select the land 
unless a binding agreement between the university and the municipality is negotiated to 
allow the selection; if the municipal selection is disapproved, in whole or in part, the 
university may select the land, or any available portion of the land, and that selection will 
relate back to the date of the Board of Regents' list of selections under this subsection and 
shall have priority over all other selections or claims made subsequent to that notice; in 
this paragraph, "vacant, unappropriated, unreserved land" has the meaning given in AS 
29.65.130;

(3) is land
(A) included in a five-year proposed oil and gas leasing program under AS 

38.05.180(b); or
(B) leased under, or for which a lease application is pending under, AS 

38.05.180(d) or 38.05.150;
(4) is subject to
(A) an oil, gas, or coal lease, or coal prospecting permit;
(B) a mining claim, offshore prospecting permit, a prospecting site, an upland 

mining lease, or a mining leasehold location;



(5) is necessary to carry out the purpose of an interagency land management 
agreement; or

(6) is subject to conveyance under a land exchange or land settlement agreement.
(b) Notwithstanding AS 38.05.125(a), the transfer of ownership and management 

of land from the Department of Natural Resources to the Board of Regents of the 
University of Alaska under this section includes the interest of the state in

(1) the coal, ores, minerals, fissionable materials, geothermal resources, and 
fossils that may be in or on the land; and

(2) the oil and gas that may be in or on the land, but only as to land that is selected 
by the University of Alaska under this section on and after July 20, 2003.

(c) When the University of Alaska selects the land to which it is entitled under 
this section, selections must be made in parcels of 40 acres or larger unless the selection 
is an isolated tract or the commissioner of natural resources finds it is in the best interest 
of the state to convey less. When the University of Alaska becomes entitled to land under 
this section, the commissioner of natural resources shall convey a document of interim 
conveyance under (j) of this section or a patent to land.

(d) Notwithstanding any other provision of law, for land selected under (a) of this 
section but not yet patented to the University of Alaska or for which a document of 
interim conveyance has not been issued to the University of Alaska under this section,

(1) the state, with the concurrence of the University of Alaska, is authorized to 
enter into contracts and grant leases, licenses, prospecting sites, claims, permits, rights- 
of-way, or easements and any interim conveyance or patent shall be subject to the 
contract, lease, license, prospecting site, claim, permit, right-of-way, or easement, except 
that the authority granted the state by this paragraph is the authority that the state 
otherwise would have had under existing laws and regulations had the land not been 
selected by the University of Alaska;

(2) income from and management of the land is subject to AS 14.40.368.
(e) The list of selections of land submitted to the legislature may not include a 

land selection made by the Uni versity of Alaska under this section if the commissioner of 
natural resources determines in writing that the proposed selection

(1) includes land that the commissioner, in consultation with the commissioner of 
fish and game, determines has demonstrated value to the public as a habitat area that is 
especially critical to the perpetuation of fish or wildlife;

(2) includes land for which, at the time of its selection under this section, a 
municipality has made a selection under AS 29.65 unless the land selection is, at a later 
date, rejected by the commissioner of natural resources or relinquished by the 
municipality;

(3) includes land that the commissioner reasonably believes may be selected by a 
newly formed municipality under AS 29.65.030, but the commissioner may not withhold 
selection under this paragraph for more than three years after the municipality's 
incorporation;

(4) includes land within the boundaries of a municipality, the municipality has a 
remaining entitlement under AS 29.65, and the municipality selects the land under AS 
29.65 within 120 days after receipt by the municipality of the Board of Regents' list of 
selections under (a) of this section;



(5) includes land that, at the time of its selection under this section,
(A) is subject to an oil and gas exploration license; or
(B) the commissioner reasonably believes will be made part of an oil and gas 

exploration license issued under AS 38.05.131 - 38.05.134; the commissioner may not 
refuse to convey title to land to n.e University of Alaska under this subparagraph for 
more than two years after its first selection by the University of Alaska; or

(6) includes land the commissioner of natural resources reasonably believes 
would not be in the best interests of the state to convey outside of state ownership.

(f) When land is conveyed to the University of Alaska under this section, the 
University of Alaska takes the land subject to any valid possessory interest held by 
another person on the effective date of the conveyance.

(g) In conveying land to the University of Alaska under this section, the 
commissioner of natural resources shall give public notice that substantially complies 
with notice requirements under AS 38.05.945(b) and (c) and provide for access under AS 
38.05.127, but other provisions of AS 38.04 and AS 38.05 do not apply.

(h) Land transferred or conveyed to the University of Alaska under this section
(1) is subject to
(A) Sec. 6(i) of the Alaska Statehood Act (P.L. 85-508, 72 Stat. 339);
(B) art. IX of the state constitution;
(C) AS 19.10.010;
(D) the payment requirements to the Alaska permanent fund under AS 

37.13.010(a) and (b); and
(E) any easement, right-of-way, or other access under former 43 U.S.C. 932 (sec. 

8, Act of July 26, 1866,14 Stat. 253);
(2) excludes any interest transferred to the state by quitclaim deed dated June 30, 

1959, under authority of the Alaska Omnibus Act, P.L. 86-70, 73 Stat. 141;
(3) based on a land seL.tion filed by the University of Alaska on or after July 20, 

2000 and until July 19, 2003, is subject to reservation by the state in perpetuity of all oil 
and gas that may be in or on the land, together with the right to explore the land for oil 
and gas and to remove from the land all oil and gas located in and on it.

(i) The University of Alaska shall bear all of its own costs of selection, platting, 
surveying, and, except as provided in (k) of this section, conveyance of the land that it 
selects under this section and, subject to appropriation, shall reimburse the Department of 
Natural Resources for the reaso 'able costs incurred by that department relating to that 
selection, plaiting, surveying, and conveyance. As to land due the University of Alaska 
under (c) of this section,

(1) if the land has been surveyed, the boundaries of the land conveyed must 
conform to the public land subdivisions established by the approved survey;

(2) if the land is unsurveyed, the commissioner shall survey the exterior 
boundaries of the land to be conveyed without interior subdivision and shall issue patent 
in terms of the exterior boundary survey within one year of the later of the effective date 
of the approval by the legislature of the list containing the land or the adjournment of the 
legislative session during which the list containing the land was not disapproved by the 
legislature.

(j) For land due the University of Alaska under (c) of this section that is 
unsurveyed, pending the survey of exterior boundaries and issuance of patent, the



commissioner of natural resources shall, within one year of the later of the effective date 
of the approval by the legislature of the list containing the land or the adjournment of the 
legislative session during which the list containing the land was not disapproved by the 
legislature, prepare and provide to the University of Alaska a document of interim 
conveyance for the land to be conveyed.

(k) Management of land conveyed to the University of Alaska by patent or by a 
document of interim conveyance vests with the University of Alaska from the date of 
recording of the patent or document of interim conveyance. The state shall pay the cost of 
recording all patents and documents of interim conveyance.

(1) The University of Alaska may not make a land selection under this section 
after December 31, 2010.

(m) The commissioner of natural resources, when conveying land under this 
section, shall reserve easements, rights-of-way, and other forms of access

(1) required under the Constitution of the State of Alaska or other law; and
(2) sufficient to ensure reasonable access to the public to all navigable and public 

water under AS 38.05.127.
(n) The University of Alaska may seek review of the decision of the 

commissioner of natural resources under (e) of this section through the process 
established by the Department of Natural Resources.

(o) Notwithstanding (a)(1) of this section, land identified under AS 41.23 or 
included within the Tanana Valley State Forest created in AS 41.17.400 may be selected 
by the University of Alaska if the selection satisfies the other requirements of this 
section.
History -
(Sec. 5 ch 136 SLA 2000)
Cross References -

For findings and intent related to the enactment of this section, see secs. 1 and 2, 
ch. 136, SLA 2000 in the 2000 Temporary and Special Acts.
Effective Date Notes -

Section 5, ch. 136, SLA 2000, which enacted this section, took effect on July 20,
2000.

See the editor’s note for additional information as to the effectiveness of this 
enactment.
Editors Notes -

The Superior Court has held that HCS CSSB 7(FIN), which has been designated 
as ch. 136, SLA 2000, and which amended this section, was not validly enacted. Alaska 
Legislative Council Knowles , l-JU-00-1237 Cl (First Jud. Dist. at Juneau; August 17, 
2001). Appeal is pending before the Alaska Supreme Court (Supreme Court No. S- 
10344).



Sec. 14.40.366. Management requirements for university land. [See editor's note]..
(a) The Board of Regents shall, by policy, establish procedures for mineral entry 

or location and mineral leasing on university land selections made under AS 14.40.365 
that are consistent with the Constitution of the State of Alaska and the Alaska Statehood 
Act (P.L. 85 - 508, 72 Stat. 339).

(b) Notwithstanding other provisions of law, the University of Alaska shall seek 
public comment on proposals for development, exchange, or sale of university selections 
made under AS 14.40.365. The Board of Regents shall adopt policies that provide that 
the university shall prepare an annual plan for management and disposition of university 
land under this section and shall, not less than 60 days before scheduled approval by the 
Board of Regents of the plan,

(1) make copies of the plan available at all legislative information offices and at 
other locations as the university may designate;

(2) publish a notice in newspapers of general circulation in the state that provides 
the public with information on the locations where the plan is available for public 
inspection;

(3) give notice to all legislators and to local governments with jurisdiction over 
the land affected by the proposal; and

(4) seek public comment on the annual plan before action by the Board of Regents 
approving the plan.

(c) Subject to appropriation of the income, the Board of Regents shall use an 
amount up to 20 percent of the earnings derived from the management of university land 
conveyed to the university under AS 14.40.365 for programs and services supporting the 
development of natural resources within the region from which the earnings were 
derived. The earnings shall be used by the campus or campuses located within the region 
from which the earnings were derived if a municipality within which the campus or 
campuses are located provides to the campus or campuses a match of the same amount. 
This subsection does not apply if the match is not made available by a municipality.

(d) Before the conveyance or the disposal of an interest in the land to a third 
party, land conveyed to the University of Alaska under AS 14.40.365 shall be managed in 
a manner that, to the extent practicable, permits reasonable activities of the public that do 
not interfere with the use or management of the land by the university. The Board of 
Regents shall adopt a permitting process consistent with this subsection.
History -
(Sec. 5 ch 136 SLA 2000)
Effective Date Notes -

Section 5, ch. 136, SLA 2000, which enacted this section, took effect on July 20,
2000.

See the editor's note for additional information as to the effectiveness of this 
enactment.
Editors Notes -

The Superior Court has held that HCS CSSB 7(FIN), which has been designated 
as ch. 136, SLA 2000, and which amended this section, was not validly enacted. Alaska 
Legislative Council v. Knowles , l-JU-00-1237 Cl (First Jud. Dist. at Juneau; August 17, 
2001). Appeal is pending before the Alaska Supreme Court (Supreme Court No. S- 
10344).



Sec. 14.40.368. Encumbrances and trespasses. [See editor's note],.
Except as provided in AS 14.40.365(b), for the land selected by the University of Alaska 
under AS 14.40.365 that is subject to a lease, license, contract, prospecting site, claim, 
sale, permit, right-of-way, or easement, or to trespass,

(1) if the lease, license, contract, prospecting site, claim, sale, permit, right-of- 
way, easement, or trespass

(A) existed before the selection of the land by the University of Alaska, the state 
is entitled to receive the income obtained from the lease, license, contract, prospecting 
site, claim, sale, permit, right-of-way, easement, or trespass until the land is conveyed to 
the University of Alaska by the issuance of a document of interim conveyance or a 
patent;

(B) did not exist before the selection of the land by the University of Alaska, the 
income obtained from the lease, license, contract, prospecting site, claim, sale, permit, 
right-of-way, or easement, or from trespass

(1) before the recording of the conveyance to the University of Alaska by the 
issuance of a document of interim conveyance or a patent shall be separately accounted 
for under AS 37.05.142, and the legislature may appropriate the balance of the account to 
the University of Alaska; nothing in this sub-subparagraph creates a dedicated fund;

(ii) on the date of and after the recording of the conveyance to the University of 
Alaska by the issuance of a document of interim conveyance or a patent is the property of 
the University of Alaska;

(2) the responsibility for the management of the land vests with the University of 
Alaska on the date of recording of the conveyance of the land to the university by a 
document of interim conveyance or patent.
History -
(Sec. 5 ch 136 SLA 2000)
Effective Date Notes -

Section 5, ch. 136, SLA 2000, which enacted this section, took effect on July 20,
2000.

See the editor's note for additional information as to the effectiveness of this 
enactment.
Editors Notes -

The Superior Court has held that HCS CSSB 7(FIN), which has been designated 
as ch. 136, SLA 2000, and which amended this section, was not validly enacted. Alaska 
Legislative Council v. Knowles , l-JU-00-1237 Cl (First Jud. Dist, at Juneau; August 17, 
2001). Appeal is pending before the Alaska Supreme Court (Supreme Court No. S- 
10344).



Sec. 14.40.461. University demonstration forest. [See editor's note]..
(a) For the purpose of advancing research into forest management practices, from 

land conveyed to the University of Alaska under AS 14.40.365 that is suitable for the 
purpose, the Board of Regents may establish a University of Alaska demonstration forest.

(b) The demonstration forest shall be managed under
(1) the principles of multiple use and sustained yield; and
(2) a management plan prepared by the University of Alaska in consultation with 

residents of any community within or adjacent to the demonstration forest.
(c) The Board of Regents shall
(1) include within the demonstration forest sufficient land that is within one 

watershed so that management of the resources of the demonstration forest under 
multiple-use and sustained yield principles applicable to forest land within a watershed 
may be fairly tested and evaluated; and

(2) analyze possible timber utilization programs for the demonstration forest to 
illustrate how timber in the forest can be completely and profitably used, including, to the 
extent possible, on-site or off-site value-added product manufacture in the state.

(d) The information generated as a result of management of the demonstration 
forest established under this section is public information. The Board of Regents shall 
compile, analyze, and distribute the information for the benefit of the timber industry and 
the state and federal governments.

(e) In this section, "sustained yield" has the meaning given in AS 41.17.950. 
History -
(Sec. 7 ch 136 SLA 2000)
Effective Dale Notes -

Section 7, ch. 136, SLA 2000, which enacted this section, took effect on July 20,
2000.

See the editor's note for additional information as to the effectiveness of this 
enactment.
Editors Notes -

The Superior Court has held that HCS CSSB 7(FIN), which has been designated 
as ch. 136, SLA 2000, and which amended this section, was not validly enacted. Alaska 
Legislative Council v. Knowles , l-JU-00-1237 Cl (First Jud. Dist. at Juneau; August 17, 
2001). Appeal is pending before the Alaska Supreme Court (Supreme Court No. S- 
10344).
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Alaska State Legislature

Phone: (907) 465-3991 
Fax: (907) 463-3351

130 Seward Street, Suite 218
Juneau, Alaska 99801-2196

MEMORANDUM

TO:

FROM: C h r is t in e  M. C h e ff 
L e g is la t iv e  A n a ly s t

RE: Land Endowments to  U n ite d  S ta te s  Land G rant C o lleges  and U n iv e r s i t ie s
Research Request 93.033

Legislative Research Agency

December 7, 1992

You asked f o r  in fo rm a tio n  about land  endowments made to  c o lle g e s  and u n iv e r s i t ie s  
in  the  U n ite d  S ta te s . S p e c i f ic a l ly ,  you wanted to  know how much la n d  was g iven  
to  the  in s t i t u t io n s  by s ta te  and fe d e ra l governm ents, what r e s t r ic t io n s  a p p lie d  
to  those la n d s , and the  la n ds  s e le c t io n  methods employed by each s ta te .

Under the  M o r r i l l  A ct o f  1862, each s ta te  was e n t i t le d  to  re c e iv e  a g ra n t f o r  
p u b lic  la n d s , th e  income from  which would p ro v id e  th e  f in a n c ia l  base o f  o p e ra tio n  
f o r  a t le a s t  one c o lle g e  o r  u n iv e r s i ty  (A ttachm ent A ) . 1 The purpose o f  the  ac t 
was to  "prom ote the  l ib e r a l  and p ra c t ic a l e d u ca tion  o f  the  in d u s t r ia l  c la sse s  in  
th e  seve ra l p u rs u its  and p ro fe s s io n s  in  l i f e . "  We found many sources o f  
h is t o r ic a l  in fo rm a tio n  conce rn ing  the  M o r r i l l  Act i t s e l f ,  bu t were unab le  to  f in d  
any comprehensive information about the individual s ta te  g ran ts.2 The Bureau of 
Land Management (8LM) d id  p ro v id e  some approxim ate f ig u r e s  on the  amount o f  land 
re ce ive d  by each s ta te  (A ttachm ent B ) .3 Because th e  re s u lts  o f  th e  i n i t i a l  
research  were u n s a t is fa c to ry ,  we consu lte d  w ith  y o u r s t a f f  and agreed to  conduct

'The M o r r i l l  A ct d id  no t l im i t  s ta te s  to  the  e s ta b lis h m e n t o f  j u s t  one land  
g ra n t s c h o o l; however, th e  "Second M o r r i l l  A c t"  o f  1890 s p e c i f i c a l l y  a u th o r iz e d  
s ta te s  to  s p l i t  o r ig in a l  la n d  g ra n t funds so th a t  a g r ic u l tu r a l  schoo ls  fo r  
"c o lo re d  s tu d e n ts "  cou ld  be e s ta b lis h e d . A d d it io n a l fe d e ra l fun d s , r a th e r  than 
la n d s , were p ro v id e d  f o r  those  sch oo ls .

2We co n ta c te d  the  fo l lo w in g :  A s s o c ia tio n  o f  American C o lle g e s , N a tio na l
A g r ic u ltu r a l  L ib ra r y ,  N a tio n a l A s s o c ia tio n  o f  S ta te  U n iv e rs it ie s  and Land Grant 
C o lle g es , U n ite d  S ta te s  Departm ent o f  Education and U n ited  S ta tes  Departm ent o f 
I n t e r io r .

3The f ig u r e s  are approxim ate  because they  a re  d esc ribe d  in  a ta b le  as, 
g ra n ts  made to  "o th e r  s c h o o ls ."  June Wrona, BLM p u b lic  a f f a i r s  o f f i c e r  in  
W ashington, D .C ., b e lie v e s  the  f ig u re s  are p r in c ip a l ly  r e f le c t i v e  o f  u n iv e r s i ty  
lands  g ra n te d . They do n o t in c lu d e  lands f o r  the  p u b lic  o r "com,non s ch o o ls " o f  
grades K -12.
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separa te  s ta te  surveys conce rn ing  th e  fo l lo w in g  g e o g ra p h ic a lly  re p re s e n ta t iv e  
la n d  g ra n t s c h o o ls : C olorado S ta te  U n iv . 's i t y ,  C o rn e ll U n iv e rs ity  (New Y o rk ),
th e  U n iv e rs ity  o f  K en tucky, M ich igan  S ta te  d i v e r s i t y ,  th e  U n iv e rs ity  o f  Nevada, 
South C a ro lin a  S ta te  C o lle g e , W ashington S ta te  U n iv e rs ity  and th e  U n iv e rs ity  o f  
Wyoming.

B r ie f  summaries o f  the  M o r r i l l  A c t 's  genera l p ro v is io n s  and r e s t r i c t io n s ,  and o f  
the  s ta te  su rvey r e s u l t s ,  are p ro v ide d  below.

The M o r r i l l  A ct o f  1862

W ith  passage o f  the  M o r r i l l  A c t, a l l  o f  the  s ta te s  were g ra n te d  th e  r ig h t  to  
s e le c t s p e c i f ic  amounts o f  p u b lic  land  w ith in  t h e i r  b o rde rs  f o r  purposes o f  
e s ta b lis h in g  u n iv e r s i t y  endowments. In d iv id u a l g ra n ts  were equal to  30,000 acres 
f o r  each o f  a s ta te 's  co n g re ss io n a l re p re s e n ta t iv e s  and s e n a to rs . I f  a s ta te  had 
no a v a ila b le  p u b lic  la n d s , as was the  case in  most e a s te rn  s ta te s ,  i t  re ce ive d  
government s c r ip  in  an amount e q u iv a le n t to  th e  la n d  e n t i t le m e n t .4 The 
in te n t io n  was f o r  the  s ta te s  to  s e l l  the  land  o r  the  s c r ip  and to  a ss ign  the 
proceeds f o r  the  o p e ra tio n  o f  des igna ted  " la n d  g ra n t"  i n s t i t u t io n s .  L e g is la t iv e  
a c tio n  was re q u ire d  o f  any s ta te  w is h in g  to  accep t a g r a n t . 5 Inc lud e d  in  th a t  
acceptance was an agreement to  ab ide  by the  fo l lo w in g  p ro v is io n s  o f  th e  A c t:

•  no m ine ra l lands cou ld  be se le c te d  o r purchased;

•  no more than  one m i l l io n  t o t a l  acres o f  land  s c r ip  purchases could  
be made in  any s in g le  s ta te ;

•  a l l  proceeds from  the  sa le  o f  land o r  s c r ip  were to  be in v e s te d  and 
the  p r in c ip a l " fo re v e r  remain u n im p a ire d ";

•  in te r e s t  on the  p r in c ip a l was to  be used f o r  the  endowment, suppo rt 
and m aintenance o f  a c o lle g e  "where th e  le a d in g  o b je c t  s h a l l be 
. . . to  teach  such branches o f  le a rn in g  as are re la te d  to  
a g r ic u l tu r e  and the  mechanic a r ts  . . . " ;  and

•  no p o r t io n  o f  th e  fund o r  the  in te r e s t  was to  be used f o r  the  
purchase , e re c t io n ,  p re s e rv a t io n , o r  r e p a ir  o f  any b u i ld in g  o r 
b u i ld in g s .

D ecem b er 7 ,  1992
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#

4The s c r ip  was paper p ro o f o f  a s ta te 's  e n t it le m e n t  to  a c e r ta in  number o f
acres o f  p u b lic  la n d .

6Under the  o r ig in a l  a c t,  s ta te  le g is la tu r e s  had two ye a rs  from  th e  date  the  
M o r r i l l  A c t was approved by th e  p re s id e n t to  accep t i t s  p ro v is io n s .  An 1866 
amendment extended th a t  tim e  to  th re e  >ears from  th e  da te  th e  a c t passed, and new 
s ta te s  were a llow ed  th re e  years  from  th e  date  o f  t h e i r  adm iss ion  in to  th e  Union.
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Twenty-seven s ta te s  re ce ive d  s c r ip  in s te a d  o f  la n d , b u t most o f  them q u ic k ly  so ld  
vc . They were p r im a r i ly  m o tiva te d  by th e  need to  e s ta b l is h  su p p o rt endowments 
f o r  the  new sch o o ls . The m arket was so f lo o d e d  w ith  s c r ip  th a t  i t s  v a lu e  dropped 
from  $1.25 to  as low  as $0.42 an a c re . Not s u r p r is in g ly ,  a few in d iv id u a ls  ended 
up owning th e  m a jo r i ty  o f  the  s c r ip  th a t  had been is s u e d .0 H is to r ia n s  seem to  
agree th a t ,  w ith  the  e xcep tio n  o f  New Y ork , s ta te s  e a s t o f  th e  M is s is s ip p i d id  
no t make enough p r o f i t  from  e i t h e r  the  land  o r  the  s c r ip  to  a d e q u a te ly  endow 
t h e i r  u n iv e r s i t ie s .

S ta te  Survey R esu lts

The purpose o f  t h is  survey was to  o b ta in  s p e c i f ic  in fo rm a tio n  about the  
u n iv e r s i ty  lands s e le c t io n  process employed in  e ig h t  s ta te s  and to  de te rm ine  i f  
th e  s ta te s  had made any a d d it io n a l g ra n ts  o f  land  to  t h e i r  u n iv e r s i t ie s .  We made 
te lephone  c a l ls  to  the  land g ra n t schoo ls  and government agencies in  C o lo rado , 
Kentucky, M ich ig a n , Nevada, New Y ork, South C a ro lin a , W ashington and Wyoming. 
Our c o n ta c ts  in c lu d e d  u n iv e r s i ty  a d m in is tra to rs  and l ib r a r ia n s ,  s ta te  l ib r a r ia n s  
and a r c h iv is t s ,  land  com m issioners, and departm ents o f  n a tu ra l re so u rces  s t a f f .

D esp ite  t a lk in g  w ith  such a w ide range o f  peop le , we o b ta in e d  a s u r p r is in g ly  
sm all amount o f  a d d it io n a l in fo rm a tio n .  W ith the  e xce p tio n  o f  fo u r  s ta te s ,  a l l  
o f  the  u n iv e r s i ty  land  g ra n ts  were s e t t le d  be fo re  the  tu rn  o f  t h i s  c e n tu ry .7 
G a in ing  access to  th a t  h is t o r ic a l  in fo rm a tio n  a p p a re n tly  re q u ire s  c o n s id e ra b le  
research  e f f o r t .  No in fo rm a tio n  about s ta te  lands th a t  may have been added to  
the  o r ig in a l  fe d e ra l g ra n ts  was a v a ila b le  from  the  agencies we c o n ta c te d .

Books w r i t t e n  about the  C o rn e ll U n iv e rs ity  and M ich igan  S ta te  U n iv e rs ity  g ra n ts  
in d ic a te  th a t  a t th e  tim e  o f  th e  M o r r i l l  A c t the  c o m p e tit io n  f o r  la n d  was s tro n g  
among th e  s e t t le r s ,  r a i lr o a d s  and s p e c u la to rs . By th e  tim e  th e  u n iv e r s i t ie s  
began t h e i r  s e le c t io n ,  most o f  the  prim e land  was go i.c . M ich igan  and New York 
were a b le , however, to  r e a l iz e  some success from  t h e i r  g ra n ts .

In  1863 th e  M ich igan le g is la tu r e  e s ta b lis h e d  an a g r ic u l tu r a l  land  g ra n t board 
to  c o n tro l and manage the  s e le c t io n ,  ca re  and d isp o sa l o f  i t s  240,000 acre  g ra n t.  
The o r ig in a l  p lan  was to  s e le c t  land  based on i t s  a g r ic u l tu r a l  p o te n t ia l ,  ra th e r  
than f o r  i t s  t im b e r. The board reasoned th a t  i f  a fo r e s t  was d e s tro ye d  by f i r e ,  
th e  va lu e  o f  the  land  would be d e p re c ia te d . That lo g ic  was n e t e x c lu s iv e ly

“Paul W allace Gates, The Wisconsin Pine Lands o f  Cornell U n i v e r s i t y , (The 
S ta te  H is to r ic a l  S o c ie ty  o f  W iscons in , 1943).

7A la s k a ,  A r i z o n a ,  H a w a ii  and O k la h o m a .
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a p p lie d  and a la rg e  amount o f  t im b e r  la n d  was s e le c te d . Because o f  c o n s e rv a tiv e  
management p ra c t ic e s ,  M ich igan  s t i l l  had 50,000 unso ld  acres as la t e  as 1927.8

Two o f  th e  s ta te s  in  ou r survey re c e iv e d  t h e i r  g ra n ts  in  s c r ip .  Kentucky so ld  
i t s  330,000 s c r ip  acres a t a lo s s ,  f o r  $0 .50  an a c re . On th e  o th e r  hand, a l l  o f  
New Y o rk 's  989,920 acres o f  s c r ip  was purchased by one man, Ezra C o rn e l l .  He had 
secured th e  c h a r te r  f o r  C o rn e ll U n iv e rs ity  and was dete rm ined  to  secure  i t s  
fu tu re  as w e l l .  W ith the  s c r ip ,  he bought a v a i la b le  p u b lic  la n ds  in  W iscons in , 
Kansas and M inneso ta . Those lands  e v e n tu a lly  produced f iv e  m i l l io n  d o l la r s  in  
p r o f i t  f o r  th e  u n iv e r s i t y 's  endowment.9

I hope t h is  in fo rm a tio n  w i ’J  be u s e fu l.  Please c a l l  i f  we can be o f  f u r th e r  
a s s is ta n c e  on t h is  o r any o th e r m a tte r .

A ttachm ents

D e ce m b e r 7 ,  1992
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«H erbert Andrew Berg, The S t a t e  o f  Michigan and The M o rr i l l  Land Grant 
College Act o f  1862, M ich igan S ta te  U n iv e rs ity ,  1965.

BThe Wisconsin Pine Lands o f  Cornell  U n ive rs i t y ,  242 - 243.
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Federal Laws and Rulings

Federal Laws and Rulings Relating to Federal Funds for 
Instruction for Land-Grant Colleges and Universities

F R O M  T H E  p a s s a g e  o f  tlio  M o r r i l l  A c t  in  18C2 to  J u l y  1, 1930, 
F e d e r a l  f u n d s  f o r  in s t r u c t io n  in  th o  l a n d - g r a n t  co lleg es  a n d  

u n iv e rs i t ie s  w e re  a d m in is te r e d  b y  th o  D e p a r tm e n t  o f  th e  I n t e r io r .
F r o m  J u l y  1, 1939 to  A p r i l  11, 1953, th e se  f u n d s  w e re  a d m in is te r e d  

th r o u g h  th e  F e d e rn l  S e c u r i ty  A g e n c y . U n d e r  p ro v is io n s  o f  th e  a c t  
a p p ro v e d  A p r i l  1, 1953 (0 7  S tn t . ,  5 U .S .C . 0 2 3 ) ,  k n o w n  a s  t h e  R e ­
o rg a n iz a t io n  P l a n  I  o f  1953, th e  F e d e r a l  S e c u r i t y  A g e n c y  w a s  a b o l­
ish e d  a n d  th e  D e p a r tm e n t  o f  H e a l th ,  E d u c a t io n ,  a n d  W e lf a r e  w n s 
c re a te d . A l l  f u n c t io n s  o f  th e  F e d e r a l  S e c u r i t y  A d m in i s t r a t o r  w e re  
t r a n s f e r r e d  to  th o  S e c r e ta r y  o f  H e a l th ,  E d u c a t io n ,  a n d  W e lf a r e ,  a n d  
n il c o m p o n e n ts  o f  th e  A g e n c y  to  th o  n e w  d e p a r t m e n t  H e n c e , th e  
le g a l a u th o r i ty  f o r  th e  a d m in is t r a t io n  o f  th e  M o r r i l l  A c t  o f  1802 a n d  
i t s  se v e ra l a m e n d m e n ts  a n d  s u p p le m e n ts  a p p r o p r i a t i n g  f u n d s  f o r  
in s t ru c t io n  in  th o  l a n d - g r a n t  c o lle g e s  re s ts  w i th  th e  S e c r e ta r y  o f  
H e a l th ,  E d u c a t io n ,  a n d  W e lf a r e .  A p n r t  f r o m  th e  c e r tif ic a t io n  o f  
g r a n ts ,  th o  S e c r e ta r y  e x e rc ise s  t h i s  a u th o r i ty  th r o u g h  th e  U .S .  C o m ­
m is s io n e r  o f  E d u c n t io n  a n d  th e  A s s i s t a n t  C o m m is s io n e r  f o r  H i g h e r  
E d u c a tio n .

A c t  o f  J u l y  2 ,  1862 (F ir s t  M o r r i l l  A c t;

[Providing for the Endowment, Support and Maintenance of Colleges of 
Agriculture and Mechanic Arcs]

|AN ACT D oaitlo a  pulilic tind« to the • n c n l  Slites and Territories which 0 0  pm rlda c n lltrc i 
for (be benefit of sericulture «nd the mechanic srtsj

Be it enacted by the Senate and Uoutc of Keprcientattve* of the United State*
af America, tn Cnngrri* annulled, Thnt there l«? granted to tho several State*, 
for the puritoscB hereinafter mentioned, an amount of public land, to be appor­
tioned to each Stntc n quantity equnl to thirty thousand acres for each Senator 
and Representative In Congress to which the Stntes nrc respectively entitled by 
the apportionment under the census of 1800; Provided, Thnt uo mineral lands 
shall be selected or purchased under the provisions of this act.
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Beo. 2. And be it further enacted, That the land aforesaid, after being 

ourveyed, sball be apportioned to tbc several States lu sections or subdivisions 
of sections, not less than one-quarter of n section; and wherever there nre 
public lands In a State, subject to snlc at private entry at one dollar and 
twenty-live cents per acre, the quantity to which said State sball be entitled 
ahaU be selected from aucb lands, within the limits of such State; and tbo 
Secretory of the Interior Is hereby directed to Issue to each of the States, In 
which there Is not the quantity of public iunds subject to salo at private 
entry, at ouo dollar and twenty-tlve cents per acre, to which aaid State may be 
entitled under the provisions of this net, land scrip to the amount In acres 
for the deficiency of Ita distributive share; said scrip to be sold by said States, 
and the proceeds thereof applied to the uses and purposes prescribed In this 
net, and for no other purpose whatsoever; Provided, Thnt In no case shall 
any State to which land scrip may thus be Issued be allowed to locate the 
same within the limits of any other State, or of any territory of the Dnlted 
States; hut their assignees may thus locate mild land scrip upon any of the 
unappropriated lands of the United States subject to sale at prlrato entry, at 
ono dollar and twenty-flve cents, or less, nn acre: And provided further, That 
not more than one million acres shall be located by such assignees I d  any one 
of tbo States; And provided further, That no such location Bhnll be made 
before one year from the passage of this act.

Sea 3. And be it further enacted, That nil the expenses of management, 
superintendence, and tnxcs from duta of selection of said lands, previous to 
their sales, and all expenses Incurred In the management and disbursement of 
moneya which may be received therefrom, shall be paid by the Stntes to which 
they may belong, out of the treasury of snld States, so that tho entire pro­
ceeds of the sale of said lands shall be applied, without any diminution what- 
erer, to the purposes hereinafter mentioned.

Seo. 4 (ob amended April 13, 1020, 44 Stnt. L. 247). Thnt all moneys de­
rived from the sale of lands aforesaid by the Staten to which lands are ap­
portioned and from tho snlca of land scrip hereinbefore provided for shall 
be Invested la bonds of the United Stale3 or of the States or some other safe 
bonds; or the same may be Invested by the States having no Utate bonds In 
any manner after the legislatures of aucb States slmll have assented thereto 
and engaged that such funds slmll yield n fair and reasonable rate of return, 
to bo Axed by the State legislatures, und that the principal thereof shall 
forever remain unimpaired: Provided, That the moneys bo Invested or loaned 
shall constitute a perpetual fund, the capital of which shall remain forever 
nudlmlnlshcd (except so far as may be provided In section 5 of this act), 
and the Interest of which shall bo Inviolably appropriated, by each 8tate which 
tuny take and claim the bcncllt of this net, to the endowment, support, and 
maintenance of at least one college where the lending object shall be, without 
excluding other scientific and clnsslcnl studies and Including military tactics, to 
teach such branches of learning as are related to agriculture and the mechanic 
arts, In such manner as the legislatures of the States moy respectively pre­
scribe, In order to promote the liberal nnd practical educntion of tho Industrial 
classes In the several pursuits nud professions In life.

Sec. 5. And be it further enacted, That the grant of land and land scrip 
hereby authorized shall he nuido on tho following conditions, to which, a*
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well ob to tbo provisions hereinbefore contained, the previous assent of the 
Beverul States shall be signified by legislative acta:

First. If any portion of tho fund invested, as provided by tbe foregoing 
section, or nny portion of the interest thereon, ehall, by any action or con­
tingency, be diminished or lost. It shall be replaced by tbe State to which It 
belongo, so that the capital of the land shall reme'n forever undlmlnlslied; 
and tbe annunl interest sball bo regularly applied without diminution to the 
purposes mentioned In the fourth section of thla aet, except that a sum, not 
exceeding 10 per centum upon the amount received by any State under the 
provisions of (bis act, may be expended for the purchase of lands for sites 
or experimental farms, whenever authorised by the respective legislatures of 
sntd States;

Second. No iwrtlon of said fund, nor the Interest thereon, shall be applied, 
directly or Indirectly, under any pretense whatever, to the purchase, erection, 
preservation, or repair of any building or buildings;

Third. Any State which may take and claim the benefit of the provisions of 
this act ehall provide, within five years, at least not less than one college, as 
prescribed In the fourth section of tlds act, or the grant to sach State shall 
cease; and said State shall he bound to pay the United Slatea the amount re­
ceived of nny Innds prcvlouRly sold, and that the title to purchasers nnder 
the Stale slmll he valid;

Fourth. An annunl report shall be made regarding tbe progress of each 
college, recording any Improvements and experiments made, with their costs 
and results, and such other matters, Including State Industrial and economical 
statistics, ns nmy lie supposed useful; one copy of which shall be transmitted 
by moll freo, by each, to ull the other colleges which may bo endowed under the 
prorlslous of thla act, and also one copy to tbe Secretnry of the Interior;

Fifth. When innda ahull be selected from those which have been raised to 
double tho minimum prlco In consequence of railroad grants, they shall be 
computed to the States at the lunxlmum price, and tbo number of acres pro­
portionally diminished;

Sixth. No State, wbllo In n condition of rebellion or Insurrection against tbe 
Government of the United States, shall he entitled to the benefit of this act;

Seventh. No State shall be entitled to the bcuctlts of this act unless It ahatl 
express lta acceptance thereof by ita legislature within two yenrs from tbe 
dntcof Its approval by tbe President

Seo. 0. And fie it further enacted, That lnnd acrlp issued under the pro­
visions of this act shnll not be subject to location until after the flrat day of 
January, 18C3.

Seo. 7. And ho it further enacted, Thnt land officers shall receive the same 
fccB for locating land scrip Issued under tho provisions of this act *a la now 
allowed for tlm location of military bounty lnnd warrants under existing laws: 
Provided, Thnt maximum compensation shall not be thereby increased.

Sec. 8. And 6c tt further enacted, 'That the governors of the several Btntcs 
to which scrip shult he Issued under this net shnll be required to report an­
nually to Congress all sales made of such scrip until the whole shall be dis­
posed of, the amount received for the same, and wliut appropriation hna been 
made of the proceeds.

Atmroved, Julv 2.18fi:» <12 Stnt nm )
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Act of 1866 Amending First M orrill A ct

[Providing for the Extension of Time Within Which States May Accept Provitlon*
of First Morrill Act]

AN ACT T o u a ta d  the Sflh KCtloB of an «ct entitled "A a act donitin* pvblic L o d i to the i m n l  
S u m  and ttritorits wbicb n i r  provide c o lic a e s fo rih e b e a ilto f icrlcmhure and the H K haafc 
1 11 8 ," eatv-jred J»t*  3 , 1863, l o u n  extend tbe time w llbin which ibe p ro tiiio a i of Mid eel 
■bill be accepted and tucli college* established.

Be it enacted by tho Senate and House of Representatives of tho Unlled 
States of America In Congress assembled, Thnt the time In which the several 
States may comply with the provisions of Uie act of July second, eighteen 
hundred and alxty-two, entitled “An act donntlug public- innds to the several 
States and Territories which may provide colleges for the benefit of agricul­
ture and the mechanic arts,” Is hereby extended bo that the acceptance of the 
benefits of the said act may he expressed within three years from the passage 
of this act, and tho colleges required by the snld act may be provided within 
five years from the date of tbe filing of such neceptnnce with tbe Commis­
sioner of the General Lnnd Office: Provided, Thnt when any Territory shnll 
become a State anil lie admitted Into the Union such new States shall he 
entitled to tho benefits of the Bald act of July second, eighteen hundred and 
sixty-two, by expressing tho acceptnnco therein required within three years 
from tho date of its admission Into tho Union, and providing tire college or 
colleges wllbln five years after aueh acceptance, ns prescribed in this act: 
Provided, further, That any State which has heretofore expressed lta nceept- 
anco of the act herein referred to shnll have tbe period ot five years witldn 
which to provldo at least one college aa described in tho fourth section of said 
act, after the time for providing sr.ld college, according to the net of July second, 
eighteen hundred and Bixty-two, slmll have expired.

Approved, July 23,1800. (14 Stat 208.)

Digest o f Rulings and Opinions on Act of Ju ly  2, 1862

Accounting and reports.—“Accounts should he kent by the proper officers” 
ot all tho Stntes hnvlng grants “showing ull the facts relating to the sole and 
leasing ot lands granted for agricultural colleges, and the receipt. Investment, 
and disposition of tho proceeds arising from ancli rq I cs and lenses; and such 
officers should, when called on to do so, timely report snch facts to the Sec­
retary of tho Interior nr permit an ascertainment of such facta through 
Inspection and examination of their records by sonic officer of the Government 
or other persen designated by the Secretary of the Interior for thnt purpose.”

Tho representntlvea of the Office of Educntion or some other officer desig­
nated by the Secretary of the Interior should, through reports from the officers 
of each of the States, or otherwise, from time to time as tbe occasion may re­
quire, ascertain all fuets and conditions tending to allow tho ronnner in wbicb 
tbo funds arising from tbe lands granted for ngrleulturnl colleges are being 
hnnd'od, Invested, ninl disposed of; or furnish a full statement thereof to the 
Secretary of tho Interior.—Rultngs approved bp tho Secretary of the Interior, 
October II, 1913.
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In order tlmt tie Department of the Interior through the Commissioner of 

Education may be nblo to ascertain whether or not the States are complying 
with the provisions of tho act of 1802, tho Institutions receiving the benefit of 
Hint net are required to submit n statement of the disbursements of the nn- 
uunt Income received by them under said net.—linlhw of Secretary of tho In­
terior, July 11, 1930.

Division of fund.—“A Blnte may by appropriate legislation divide (be 
original" 1802 land-grnnt "fund Into two parts nml provide thnt tho Interest 
of cnch part shall be available to n particular college and vest In such college, 
as ru agency of the State, the duty of Investing Us particular part of the 
funds In bonds of the United Stntes or of the State or some oilier safe bonds, 
tho determination of the safety of which Is to rest with tho college."—Ruling 
of Secretory of the Interior, September 13,1035.

Income and'lti use.—"The Income" from tbe 1S02 land-grant endowment “Is 
not a flsenl year or limited fund. It must ramnln forever nt tho disposal of 
the Institution entitled to the benefit of the fund. Nor niny it ever he covered 
Into tbe general State funds or used for general Stntu purposes. There can he 
no default to the State by the Institution."

"Proceeds from rentals, sale of timber rJghta, wutcr rights, nud other 
privileges, and Interest on deferred payments of [airchn.se money partake of 
the same character os the Income from Invested funds, and must he devoted, 
without diminution, to the pnrposes" of tbe act.

"The only restriction placed by the net of Congress of July 2, 1802, apon 
the expenditures of the income derived from the sale ot public Innds granted 
for the endowment of colleges of agriculture and the mechanic nrts nud the 
iuvestinent of the purchase money Is (hat no part of such Income may be ex- 
licadetl for the purchase, erection, preservation, or repair of nny building or 
ImlldlDgs, nor cany this Income he URcd for the purchase of land.”—Rulings 
of Secretary of tho Interior, Jfoy t3,1910.

Instruction for tcomen students.—Instruction In the Industries for women Is 
Included in Inst-ucllon lit agriculture and mechanic arts.—Ruling of Secretary 
of the Interior, Mag 13,1016.

Military tactics.—An agricultural college which ofTors u proper, substan­
tial course in military tactics compiles sufficiently with tho requirements as to 
military tactics In the net of July 2, 1802, nnd tho other acts, even though the 
students nt that Institution nre not compelled lo take thnt course.—Opinion of 
Attorney General, June 30,1030.

Default of act of 1S62.—The net of 1800 (20 Stnt. 417) with the amendment 
of 1007 ( 31 Stnt. 1231) is supplementary to tho net of 1802; therefore any 
default of the provlslona of the act of 1802 renders Ihe Slate liable for non- 
certification for the annunl lustnlluieuls of the funds appropriated by tlir 
acts of 1890 and 1907.—Ruling of Secretary of the Interior, Mag 23, 1916.
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Act of August 30, 1890 (Second Morrill Act)

[Providing for the Further Endowment nnd Support of Colleges of Agriculture
and Mechanic Arts]

(AN ACT T o app lr » portion of ihe proceed* of the public lend, to the more complete endowment 
end M ppnrt uf the colleges for ihe benefit of igriouhuf e and tbe mccbmfc arts csublishcd under 
tbe provision, of an act of Congress approved Ju lr second, eighteen hundred and ilaor-two)

Da it enacted by tliu Simula anil Uuiiso uf Representatives of the United 
States of America in Cuuyress ussomblvil, That there shall be, und hereby Is, 
annunlly nppruprlnted, out of nny money in the Treasury not otherwloc ap­
propriated, arising from Uie sale of public lands, to be paid as hereinafter 
provided, to each State and Territory for the more complete endowment nnd 
maintenance of collegeu for the benefit o/.' agriculture and tho mechanic arts 
now established, or which may be hereafter established, la accordance with 
an act of Congress approved July aecoud, clghlecu hundred nnd Blxty-two, tbe 
sum of fifteen thousand dollars for the year ending Juoe thirtieth, eighteen 
hundred nnd ninety, und no annual lucreasc of the umount of such appropriation 
Iherenfter for tea years by nn additional sum of one thousand dollars over 
llio preceding year, and the annual amount of be paid thereafter to each Stnto 
nnd Territory shall bo tweaty-flvc thousands dollars to be upplled only to 
Instruction In agriculture, tbe mechanic oris, the English language and the 
various brunches of mathematical, physical, untural, and economic science, 
with 3pcclnt reference lo tliclr upplleutlous in the Industries of life, and to the 
facilities for ouch Instruction: Provided, That no money shall bo paid out under 
this act to nny State or Territory for the support and maintenance of n college 
where a distinction of race or color 13 mado In ihe admission of students, but 
the establishment and maintenance of such colleges separately for white and 
colored students shall be held to be n compliance with the provisions of thla act 
If the funds received in such State or Territory be equitably divided ss herein­
after set forth : Pi ovidcd, Tlmt In any State In which there liaa been one college 
established in pursuance uf the net of July secoud, eighteen hundred and sixty- 
two, nnd nlso In which an educational Institution of liko character hie been 
established, or may be hereafter established, and la now aided by euch Slate 
from Its own revenue, for the educutlou of colored students In agriculture aud 
the mechanic nrts, however named or styled, or whether or not It bns received 
money heretofore under the net to which this act Is an amendment, the legisla­
ture of such n Stnle may propose nnd report to the Secretary of the Interior 
a Just nnd equitable division of the fund to be received under this net between ono 
college fov white students nnd one Institution for colored students established 
nn aforesaid, which shnll bu divided Into two parts nnd paid accordingly, and 
thereupon such Institution for colored students shall 1>e entitled to the benefits 
of this act and subject to Its provisions, as much ns It would have been If It 
hnd been Included under the net. of eighteen hundred and Blxty-two, nnd the 
fulfillment of the foregoing provisions shall he tnken as n compliance with the 
provision In reference lo separnto colleges for white nnd colored atudeuts.
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•» fSee. 2. Tlmt tho suino hereby appropriated to the States end Territorial 
for the farther endowment and support of colleges aboil be annually paid on 
or beforo the thlrty-flrst duy of July of each year, by the Secretary of the 
Traisury, upon the warrant of the Secretary of the Interior, out of the Treasury 
of the United States, to the State or Territorial treasurer, or to ouch offlccr 
as shall he designated by tho laws of such State nr Territory to receive the same, 
who shall, upon tho order of tho trustees of the college, or the Institution for 
colored students, Immediately pny over said sums to the treasurers of the 
respective colleges or other Institutions entitled to receive the same, and such 
treasurer’ slmll ho required to report to the Secretary of Agriculture nnd to tho 
Secretary of tho Interior, on or before the first day of September of each year, 
a detailed statement of the amount bo received and of lta disbursement. The 
grants of moneys authorized by this net are mado subject to the legislative 
nsseut of the several States and Territories to the purpose of said grants: 
Provided, That payments of such Installments of the appropriation herein made 
as shall become due to any State before the adjournment of the regular session of 
legislature meeting next after Ute passage of this act shall be made upon the 
assent of the governor thereof, duly certified to the Secretary of the Treasury.

Seo. B. Thnt If nny portion of the moneys received by the designated officer 
of the Stale or Territory for tho further nud more complcto endowment, sup­
port, and maintenance of collegca, or of Institutions for colored students, as 
provided In this net, shall, by any ncllon or contingency, be diminished nr lost, 
or lie rotsnppllcd, It Blmll be replaced by the State or Territory to which It 
belongs, and until so replaced no subsequent appropriation ehall bo appor­
tioned or paid to such Btnte or Territory; and no portion of said moneys shall 
be applied, directly or Indirectly, under any pretense whatever, to the purchase, 
erection, preservation, or repnlr of nny building or buildings. An annual report 
by tho president of each of said colleges shall be made to the Secretary of 
Agriculture, no well as to Ihe Secretary of Ihe Interior, regnrdlng the condition 
and progress of encli college, including statistical Information In relation to Its 
receipts and expenditures, Its library, tlie number of its students and professors, 
and also as to nny Improvements and esiwrlnientn made under the direction of 
any experiment stations n!Inched to said colleges, with their costs and resalts, 
and Buch other Industrial and economical statistics os may be regarded as useful, 
one copy of which shall ho transmitted by mall free to all nlhcr colleges further 
endowed under thla act.

8ec. 4. That on or before the first day of July In each year, after tho passage 
of this net, the Secretary of the Interior shall ascertain and certify to the 
Secretary of the Treasury ns to cnch Slate nnd Territory whether It Is entitled 
to rccelvo Its share of tho annunl appropriation for colleges, or of Institutions 
for colored students, under this net, nnd the amount which thereupon each la 
entitled, res'pecllvely, to receive. If the Secretary of the Interior shall withhold 
n certificate from nny State or Territory of Its appropriation, the facts ana 
reasons therefor shall be reported to the President, and the amount Involved 
shall ho kept separate In the Treasury uulll the close of the next Congress, In 
order thnt the State or Territory may, If It nlmiild so desire, appeal to Congress 
from the determination of Ihe Sccrclnry of Ihe Interior. If the next Congress 
shall not direct such sum to ho paid. It shall Ikj covered Into the Treasury. And 
the Secretary of the Interior Ib hereby charged with the proper administration 
of this Inw.

•Trtnniirers of Ihe respective enllege». nut Stale Iren (Hirers. (Tlnllnrr Orl. IB. 1017.)
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Deo. 6. Thnt the Secretary of the Interior shall nnnunlly report to Congress 

the disbursements which hnvo been made In nil the Stntes und Territories, nnd 
bIbu whether the appropriation of nny State or Territory tins been withheld, 
and If so, the reasons therefor.

8x0. 8. Congress may nt any time amend, Huspend, or repeal any or all of 
the provisions of this act.

Approved, August 30,1800. (20 Stat. 417.)

Nelson Amendment of March 4, 1907

[Providing for the More Complete Endowment and Maintenance of land-Grant
Colleges)

(E z tn c t (rum »n net making •p p ro p r lM io o i tor the  D c p iru n rn l o f  A g ricu ltu re  (o r  the C ic il yen  
ending June th ir t ie th , nineteen hundred in d  eight|

Bo it enacted by the Senate and House of Representatives of the United States 
of Amcidca in Congress assembled.

That there shell be, nnd hereby Is, annually appropriated, out or uoy money 
In the Treasury not otherwise appropriated, to he paid as hereinafter provided, 
to each State nnd Territory for the more complete endowment nnd maintenance 
of agricultural colleges now established, or which may hcrenfter be established, 
In accordance with the net of Congress approved July second, eighteen hundred 
and Blxty-two, and the act of Congress approved August thirtieth, eighteen 
hundred and ninety, the b i i u i  of five thousand dollnrs, In addition to the b u i o s  

named In said act for the flsenl year ending June thirtieth, nineteen hundred 
and eight, and an annunl Increase of the nmount of such appropriation there­
after for four years by nn additional sum of five thousand dollars over the 
preceding year, and Lhe nnnunl sum to be * aid thereafter to cnch State nnd 
Territory shnll he filly thousand dollars, to ho applied only for the purposes of 
the agricultural colleges as defined and limited In the act of Congress approved 
July Becond, eighteen hundred nnd Hlxty-two, nnd tho net of Congress approved 
August thirtieth, eighteen hundred and ninety.

That the Bum hereby appropriated to the Stntes nnd Territories for the further 
endowment and support of the colleges shall bo paid by, to, and In the manner 
prescribed by the net of Congress approved August thirtieth, eighteen buudrcd 
und ninety, entitled "An act to apply n portion of Ihe proceeds of the public lands 
to the more complete endowment nnd support of tho colleges for the benefit of 
agriculture and the mcchnnlc nrts established under the provisions of the net 
of Congress approved July second, eighteen hundred nnd sixty-two," nnd the 
expenditure of the snld money nhnll be governed In nil respects by the provisions 
of the snld act of Congress npproved July second, eighteen hundred nnd slxty- 
two, and the snld net of Congress approved August, thirtieth, eighteen hundred 
nnd ninety: Provided, That said colleges may use a portion of this money tor 
providing courses tor the special preparation of Instructors for teaching the 
elements of agriculture nnd the mechanic arts.

Approved, March 4, 1007. (34 Stat. L. 1281.)
4 %





UNITED STATES PUBLIC LAND GRANTS 
AGRICULTURAL COULEGES*

Alabama 383,785 Maine 210,000 Oklahoma 1,050,000

Alaska 112,084 Maryland 210,000 Oregon 136,165

Arizona 849,197 Massachusetts 360,000 Pennsylvania 780,000

Arkansas 196,080 Michigan 286,080 Rhode Island 120,000

California 196,080 Minnesota 212,160 South Carolina 180,000

Colorado 138,040 Mississippi 348,240 South Dakota 366,080

Connecticut 180,000 Missouri 376,080 Tennessee 300,000

Delaware 90,000 Montana 388,721 Texas 180,000

Florida 182,160 Nebraska 136,080 Utah 556,141

Georgia 270,000 Nevada 136,080 Vermont 150,000

Idaho 386,686 New Hampshire 150,000 Virginia 300,000

Illinois 526,080 New Jersey 210,000 Washington 336,080

Indiana 436,080 New Mexico 1,346,540 West Virginia 150,000

Iowa 286,080 New York 990,000 Wisconsin 332,160

Kansas 151,270 North Carolina 270,000 W yoming 136,800

Kentucky 330,000 North Dakota 336,080

Louisiana 256,292 Ohio 699,120

* The figures are approximate. They wore obtained from the Bureau o f Land Management, 
Public Affairs, Washington, D.C. (Public Land Statistics, Table 4 'O ther Schools,' U.S. 
Department o f Interior, 1985).

We are unable to account for the fact that the amounts of land received by some western 
states are significantly disproportionate to entitlements allotted under the Morrill Act formula.

Prepared by the Legislative Research Agency, December 1992 (93.033).
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Anchorage Daily News

m y t i  c o u r t  uacks land grant to UA
NOT AN APPROPRIATION: Lower cou rt m ust s t ill ru le  i f  law  is illega l ded icated fund.
By DAN JOLING 
The Associated Press 
(P ub lished : Ja n u a ry  10, 2 0 0 4 )

The Legislature can g ra n t the U niversity o f Alaska a 250 ,000-acre  land endow m ent, the state  
Supreme Court ru led Friday.

Justices reversed a S uperio r Court decision tha t disallowed the g rant, which was approved in a law 
nearly fou r years ago. The Superio r Court had ruled the land was not an "approp ria tion ."

However, the high court declined to make a ru ling on w he the r the law granting  the land was a 
"dedicated fund" and sent tha t issue back to the Superio r Court.

Under the Alaska C onstitu tion , w ith  some exceptions, "the  proceeds o f any s ta te  tax  o r license shall 
not be dedicated to any special purpose."

The decision m ostly  resolves a b itte r figh t between a R epublican-contro lled Legislature and fo rm er 
Gov. Tony Knowles, a Dem ocrat.

The Legislature in 2000 passed the bill, sponsored by then-Sen. Robin Taylo r, R-W rangell, over the 
objections o f Knowles and Alaska environm entalists.

Taylor pushed the b ill w ith  the a rgum ent tha t deve lopm ent o f the land would give the University o f 
Alaska a stable source o f fu tu re  income. The un ivers ity  a t the tim e  had 112,000 acres in its land 
endowm ent, the second sm allest in the nation among land -g ran t univers ities.

Knowles had vetoed s im ila r b ills twice before and said they were an ine ffic ien t and unsuccessful way 
to secure re liable fund ing fo r the university. Knowles said the  b ill would com plicate  state 
m anagem ent, con tribu te  to s ign ifican t land-use conflicts and lead to  years o f litiga tion . He followed 
through by ve to ing  Taylo r's  bill.

I t  took tw o  tries, bu t lawm akers mustered 40 votes fo r a tw o -th ird s  m a jo rity  to  override the veto. The 
late Rep. Ramona Barnes, R-Anchorage, who had been hom e suffering from  a bout o f asthm a, made 
it to the floo r to provide the crucial 40 th  vote.

Knowles, however, cla im ed v ic to ry . He im m ediate ly released an a tto rney general's opinion tha t said 
the bill was an appropria tion , which requires a th ree -fou rths  vo te  by the Legislature to override.

The s ta te  Alaska Legislative Council, controlled by a Republican m a jo rity , sued.

Taylor, now a special assistan t in the state D epartm ent o f T ransporta tion , said he was confident o f 
the outcom e.

"We have believed all along we would prevail," he said.

Increasing the land g ran t fo r the un ivers ity  has been a 4 0 -yea r process th a t is fina lly  coming to
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fru ition , he said.

Gov. Frank M urkowski, a fo rm er U.S. senator, worked on leg is la tion th a t would have granted 500,000 
federal acres to the  un ivers ity  if  the state m atched it  w ith  the  qua rte r-m illio n  acre endowm ent, Taylor 
said.

"We have now fu lfilled  ou r portion o f tha t o ppo rtun ity ," he said. 

M urkowski said he was pleased w ith  the decision.

" I ’ve asked the com m issioner o f Natural Resources to  move forw ard  w ith  the process to  provide 
additional land to  the  U n ivers ity  o f A laska," he said. "DNR .vill w ork w ith  the university in the m onths 
ahead on a process and schedule to im plem ent the land conveyance."

UA spokesm an Bob M ille r said the un ivers ity  is not looking fo r im m ed ia te  riches from  the decision. He 
said the  land conveyance process could take as long as 10 years.

"At best it  w ill be 20 to 25 years before m odest financia l im pacts w ill be genera ted ," M iller said.

Environm ental groups, which filed frie n d -o f-th e -cou rt b rie fs in the  case, hold ou t hope th a t the 
measure could be stopped by the part o f the decision rem anded to  Superio r Court. Randy V irgin, 
executive d irec to r o f the  Alaska Center fo r the Environm ent, said it s till m ust be decided w hether the 
law v io la tes the constitu tiona l p roh ib ition  on dedicating funds fo r one pa rt o f state governm ent.

"The Legislature prevailed in round one, but they still have to deal w ith  the C onstitu tion ," V irg in said.

Taylor, a lawyer, questioned w he the r V irg in 's group has any standing in the case if  the Legislature 
and the  governor agree to se ttle  the m atter.

He said i f  the Suprem e Court has determ ined tha t the land g ran t is no t an appropria tion , it's not 
likely to  determ ine th a t it's  dedicated revenue.

"I th ink  th a t's  a specious a rgum en t," Taylor said.

V irg in said the law  was billed as a way o f helping the un ive rs ity  bu t was a th in ly  veiled a ttem p t by 
Taylor to liqu idate  public lands and get them  in to  p riva te  hands.

He said the un ivers ity  would choose land th a t can be developed a t the expense o f environm enta l 
concerns and th a t it  had a poor record a t land m anagem ent, c iting a logging p ro jec t near Yakutat.

UA's M ille r took issue w ith  th a t opinion.

" I d on 't th ink  they understand d idd ly squat about land m anagem ent," M iller said.

TO READ the Alaska Suprem e Court's decision, v is it 
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Talking Points on CSHB 333

U n i v e r s i t y  a n d  E d u c a t i o n  L a n d  G r a n t  E n d o w m e n t  B i l l

T h i s  B i l l  e n d o w s  th e  U n i v e r s i t y  o f  A l a s k a  a n d  t h e  P u b l i c  
S c h o o l  T r u s t  F u n d  w i th  l a n d  g r a n t s .

E a c h  w i l l  r e c e i v e  a  g r a n t  o f  a n  u n d i v i d e d  2 %  i n t e r e s t  i n  a l l  
s t a t e  d o m a i n  l a n d .  S e e .  S e c  1 4 .4 0 .5 0 7

1 R i g h t s  a n d  m a n a g e m e n t  w i l l  b e  r e t a i n e d  b y  D N R .
2  D N R  w i l l  n o t  o w e  a  h e i g h t e n e d  f i d u c i a r y  d u ty  to  

e i t h e r  th e  U n i v e r s i t y  o r  t h e  E d u c a t i o n  T r u s t  F u n d .
3 E a c h  s h a l l  r e c e i v e  r e c e i p t s  a n n u a l l y  f r o m  th e i r  

r e s p e c t i v e  in te r e s t s .
4  A f t e r  d e d u c t i n g  c o n t r i b u t i o n s  to  t h e  P e r m a n e n t  

F u n d ;  a n d  d e d u c t i n g  a d m i n i s t r a t i v e /  s e r v i c e  f e e s ,  
e tc .

R e c e i p t s  a r e  l i m i t e d  to  n e w  r e c e i p t s  a c c r u i n g  to  e a c h ’s 
i n t e r e s t  a f t e r  th e  e f f e c t i v e  d a t e  o f  t h e  a c t .

T h i s  B i l l  r e s c i n d s  S e n a te  B i l l  7  ( t h e  2 5 0  to  2 6 0 ,0 0 0  a c r e )  
l a n d  g r a n t  to  th e  U n i v e r s i t y

Q u e s t i o n  a s k e d  “ c a n  t h e  e x i s t i n g  P u b l i c  S c h o o l  T r u s t  F u n d  
b e  u t i l i z e o  i n s t e a d  o f  c r e a t i n g  a n  E d u c a t i o n  T r u s t  f u n d ?  
A n s w e r  s e e m s  to  b e :  Y E S .

Conceptual Amendment: replace in bill where applicable 
language creating an Education Trust Fund and Board with 
the existing Public School Trust Fund and Public School 
Trust Fund Advisory Board (As 37.14.110-170)



Q u e s t i o n e d  a s k e d :  D o e s  t h e  t r a n s f e r  o f  a n  i n t e r e s t  i n  s t a t e  
l a n d s  a n d  m i n e r a l  r i g h t s  to  t h e s e  t r u s t s  v i o l a t e  S e c t io n  6 ( i )  o f  
t h e  s t a t e h o o d  c o m p a c t ?
U n i v e r s i t y  i n d i c a t e d :  N O
1 9 6 4  A t t o r n e y  G e n e r a l  O p i n i o n  N o .  7  i n d ic a t e s :  N O .

“ T h e  u s e  o f  th e  w o r d s  “ h e r e b y  g r a n t e d ”  s i g n i f i e s  a  
p r e s e n t  g r a n t  o f  l a n d s  to  b e  t h e r e a f t e r  i d e n t i f i e d  b y  s e l e c t io n .  
B y  v i r t u e  o f  t h a t  g r a n t  th e  s t a t e  b e c a m e  a t  o n c e  v e s t e d  w i th  
th e  r i g h t  o f  p r o p e r t y  in  s e l e c t e d  l a n d s .  I t  c a n n o t  b e  d i v e s t e d  
o f  s u c h  r i g h t .  1 9 6 4  O p ,  A t t o r n e y  G e n e r a l  N o .  7 . ”

T h r e e  c h a n g e s  f r o m  l a s t  D r a f t  a r e  i n c l u d e d  in  v e r s i o n  \C
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A ttn : D on B u llo c k  -  L A  A  Lega l
(x 2 0 2 9 )fa x

From: Representative Carl Gatto 

RE: MB 333 23-LS099AX

The above version was heard and passed out of the EDU committee with the following three 
amendments. (These were all conceptual in nature)

1. On Page 7, line 30: Insert new applicability section to read something like this.

* Sec. 7. Receipts as declared in AS 14.40.505 should be considered new receipts 
that begin with or after the effective date of this act. Renumber accordingly.
aaaaaaaaaaaaaaaaaaaaaaa/\aaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaa/\aaaaaaa/\/\aaaaaaaa/\aaaa/\

2. (Conform to sponsors intent to clarify sec. 507 -  “Not to sell land, but to receive 
revenue”) -Please see attached language that meets the sponsors intent.

On Page 6, line 1: Delete all text and replace with the following.
(See attached as indicated above)

aaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaa/\aa/\aaaaaaaaaaaaaaaaaaaa

3. (Insert into the bill where appropriate -  probably Sec. 14.40.507, the following:) 
The 4 percent interest in lands shall be determined after the constitutionally 
mandated 25% is calculated to the Permanent Fund.

I have conferred with the chair and the committee aide for Education in which these amendments 
were discussed. They agree that the above statements are a true interpretation of the 
amendments as put forward.

We need this CS by early Monday as the CS is being heard in the House HSS Committee on 
Tuesday -  March 23, 2004.

C a ll C l i f f  in Rep. O g g ’ s o f f ic e  at x2 6 9 6 w ith  any ques tions you have.


