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TeIeRhone: (]907% 522-6233 M A DD Anchorage Chapter
FAX: (907) 52Z-6234 615 East 82nd Avenue, See. 3 1
Mothers Against Drunk Driving Anchorage. AK 99518-3157

Representative Garry Davis _
Chair, House Transportation Committee
State Capitol

Juneau, Alaska 99801-1182

3 March 1995
Dear Representative Davis;

L write on behalf of our members, the Board of Directors,
victims of drunk driving and all of us potential victims. We strongly
support of Governor Knowles' six-point anti-crimc package,
particularly the two sections dealing with the alcohol problem.

~Trusting we get our background date from the same sources, |
will refrain from recmng a long list of familiar statistics. Suffice to
acknowledge the tragedy that half the accidental deaths of our
youth are alcohol or other dru%_related. We all must be ever vigilant
In finding ways to eliminate this shameless waste of young talent,
The governor’s bill is another s_te|o in that direction. It also seems to
tie in - well with last year's "use it/loose it" and gives law enforcement
officials a stronger hand.

Calls to this office from the general public address the repeat
DWI offender more than any otherone issue. The public is irate over
the number of repeat offenders and the number of offenses, an
individual can accumulate with minimal consequences. MADD agrees
with the Governor that drunk driving is drunk driving regardless of
the technicalities of the convictions. All offenses should be
countable. This bill would also tie In well with SB4 and HB 159
which would elevate three DWIs in five years to felony status.

~Your committee's positive acceptance and action on these bills
will be loudly applauded by MADD.

David H. Herndon
Executive Director

Modifying Attitudes toward Drinking and Driving
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mRep.- GaryDavrs Chair V A \Y ‘e R
House Transportation Committee
State Capitol." me /[ * . ' ‘ ol
Room 420 . .
Juneau. AK 99801 e Y . ‘ . w L K2
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. Dear. Representat|ve Davis: m' m me . *

'On behalf of the Alaska Council on'Prevention of Alcohol and Drug Abuse, | ¢
would, like to offer our complete’ support for.JHB '204 as it was introduced on
m Februaiy 27. 1995, by Governor.Tony Knowles.

« .This.important bill provides the statelwith new tools.to respond to the problem'..
» of drunk driving by establishing a 'zero tolerance-level™* for minors who consume
alcohol and then- operate a motor vehlcle alrcraft or Watercraft
i « i * 1
« The Alaska- Council supports this mtolerance for underage drlnklng and -
wholeheartedly believes that lives'will be saved as a result of its strict =,
enforcement. We' are aware that drunk driving statistics continue to rise in Alaska
despite the tireless efforts of law-enforcement,.and-we believe the passage of
« this bill will help prevent the presence bf'addIitlonal drunk drivers bn our-streets

and-highways. . | . . . r

Wesu'pport-the'bill’'s.amendmencto AS 28,i5.'183 and 28.'l S. 1.84 which would
«give police officers and the appropriate, dfficials the'right to, revoke a miriot's.\

edriver’s license or permit, privilege to drive and privilege to obtain a license, 'If. the
minor is found to'be intoxicated wfille driving..

. We support all other' aspects of this bill a? it is'written, .and urge your favorable
action on It. Thank you,".Gary; for'your time and attention to this important

. -matter. ’
Sincerely, fe - .
Joseph' DiMatteo * * . . . .
Executive Director . " ** . T
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Representative C -ry Davis

Chairman, House Transportation Com mittee
State Capitol, Room 420

Juneau, AK 99801

DearRepresentative Davis:

Alaskans For Drug-Free Youth, Ketchikan Parmer, supports passage of
HB204. We feel this bill offers an opportunity to intervene early with minors
who operate amotorvehicle afterconsuming alcohol. This piece oflegislation

establishes a zero tolerance level for minors who consume alcoholand then
drive.

An additionalpreventative feature of this bill is the provision thatany minor
who is cited for driving afterconsuming alcoholw ill be prohibited from
operating amotorvehicle, aircraft, or watercraftduring the 24 hours after the

citation isissued. This willensure thatthe minordoes notdrive while under the
influence ofalcohol.

The "zero tolerance” levelfor minors within this piece oflegislation reinforces
the supportforno use ofalcoholby anyone underthe age of 21 and will make a
positive impactin supportofnurturing drug-free youth and theirpotential.

Please pass thisearly intervention legislation to help youth refuse the use of
alcohol. This violation tool before a trafficjudge can prevent future road
tragedies forouryoung people.

Sincerely,

Miriam Tucker, President
Ketchikan Parmer

LETTER OF SUPPORT
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Rep. Gary Davis, Chair
House Transportation Committee
State Capitol
Room 420
Juneau, AK 99801
March 7,1995

Dear Representative Davis:

I am writing in support of HB 204 as it was introduced on February 27,1995 by
Governor Tony Knowles. If this sort of bill had been in effect when I was in high
school, I believe many of the car crashes and drinking and driving that occurred
unchecked might have been prevented.

Kids are smart and will react to a law that will effect them if they are caught in a
car where alcohol or other drugs are present. This important bill gives the state
stronger tools to combat impaired driving and sends a dear and consistent
message that "zero-tolerance" is the standard for minors who consume alcohol
and attempt to operate a motor vehicle, aircraft, or watercraft.

I support this intolerance for underage drinking and strongly believe that it will
get young people thinking about the consequences and directly save lives by
keeping kids accountable for drinking or being in the presence of those drinking
while driving.

I support the bill's amendments to AS 28.15.184 and 28.15.184 which gives police
officers and the appropriate officials the right to revoke a minor’s driver’s license
or permit, privilege to drive and privilege to obtain a license, if the minor is
found to be intoxicated while driving.

Representative Davis, 1 urge your favorable action on this bill. Thank you for
your time and attention.

Sincerely,

Tim S. McGrath
Alaskan

(ijI gl 1 A Y 377/

LETTER OF SUPPORT



March 7, 1995

Rep. Gary Davis, Chair

House Transportation Committee
State Capitol

Room 420

Juneau, AK 99801

Dear Representative Davis:

I, would like to offer my complete support for HB 204 as it was
introduced on February 27, 1995, by Governor Tony Knowles.

This bill is important to me becaues it provides the state with new
tools to respond to the problem of drunk driving by establishing a
“zero tolerance level” for minors and | also believe this should apply
to adults who consume alcohol and then operate a motor vehicle,
aircraft or watercraft.

I, support the intolerance for underage drinking and believe that
lives will be saved as a result of this bill’s enforcement. As a parent
of three teenagers | have a difficult time going to sleep on the
weekends that the kids are out on the highways and by ways of
Anchorage. | belie’ the passage of this bill will help prevent the
presence of additional drunk drivers on our streets and highways.

I, support the bi i’s amendments to AS 28.15 183 and 28.15 184
which would givj police officers and the appropriate officials the
right to revoke . minor’s driver’s license or permit, privilege to drive
and privilege to obtain a license, if the minor is found to be
intoxicated while driving.

I, urge your favorable action on this bill.

Sincerely,

Sam Lamebull

LETTER OF SUPPORT



| "USE COMMITTEE REPOf * .

7

éa)te Referred: March 17, 1995 FURTHER REFERRALS:

Date of Committee Action: 5 -3 1 -9 * 3 #
The JUDICIARY Committee considered: HB 204
HOUSE BELL NO. 204 NO DRINK BEFORE DRIVING IF UNDER 21

"An Act relating to the administrative revocation of a minor's license to drive; creating criminal offenses of
minor operating a vehicle after consuming alcohol, @ minor's refusal to submit to chemical-test, and driving
during the 24 'hours~after being cited for minor operating™a vehicle after consuming_alcohol, establishing
penalties for these offenses; and relating to implied consent to certain testing if operating a motor vehicle,

aircraft, or watercraft."
[ ] the same title

recommends it be replaced
] a new title

with the following committee substitute [

[ ] additional referral to Committee
[ | attached amendment(s)

ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s):  (Dep( APPROVES PREVIOUS: (DepilDale)
f /] fiscal note(s) f_C>or~/~3 [ ] fiscal note(s)
[ NJ
[ Jzero fiscal note(s) £'S) [}4 zero fiscal note(s) CA) ArLoniJT ; I-TUU 1
V)P ub S/i-firfy 1F5
-~
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(A [t w fd unn
Vo oX ¢ ot "T ocoo k iy | A
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K USE COMMITTEE REPOff""

Date Refenred: February 27, 1995 FURTHER REFERRALS:

Date of Com mittee Action: 3//5

The TRANSPORTATION Committee considered: HB 204

HOUSE BILL NO. 204 NO DRINK BEFORE DRIVING EF UNDER 21

"An Act relating to the administrative revocation of a minor's license to drive; creating criminal offenses of
minor operatingj. vehicle after consuming alcohol,_.a_minor's refusal to submit to chemical test, and driving
during the-24 hours-after being cited for minor-operating a vehicle after consuming-alcohol; establishing
penalties for these offenses; and relating to implied consent to certain testing if operating a motor vehicle,

aircraft, or watercraft."
[ ] the same title

recommends it be replaced
] a new title

with the following committee substitute [

[ ] additional referral to Committee
f | attached amendment(s)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s):  (Dep0 APPROVES PREVIOUS: (DeptiDate)

[ ] fiscal note(s) [ ] fiscal note(s)

I zero fiscal note(s) fa f/f'zero fiscal note(s) (*1 ftdrVv iry 2

eX) Public.
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SENATE FINANCE COMMITTEE REPORT

DATE: 5/1/96 DATE TURNED INTO OFFICE:

The Finance Committee considered CS FOR HOUSE BILL NO. 204(FIN) am
Relating to the administrative revocation of a minor’s license to drive; efd.

REPORTED O'"
SFC
and recommends: Senate Bill:
. [ ] same title
[~ be replaced with ((Cm 1 [ ]new title
House Bill:
[ ] adopt previous CS ) [ ] same title
[ ] technical change
[ ] attached amendment(s) [ ] new: SCR*
[ ] adopt Letter of Intent by Committee
[ ] further referral to the__ Committee
SIGNING DO PASS OTHER RECOMMENDATIONS
Co-Chair;
Co-Chair; Co-Chair:
NEW FISCAL NOTEC PREVIOUS FISCAL NOTE(S)
Department Department Date

4lcoherl SafcCu
fcRepn ]>riulra

Pah -Safch™ jl)r\Jzr Sex. 2211E  (/
Lauf /Cnmino-(.___ 22:hL
Adminj toa 0

WdtotnfoPA W A\
CouxJb SuStbm 2146 »

[ ] APPROPRIATION —no fiscal note < include fiscal notes accompanying Governor's bill




No /¢
FISCALNOTE i o
STATE OF ALASKA A Jill Version: SIC-SdS Hftdzl VChUd)\
1996 LEGISLATIVE SESSION (S) Publish Date: S '-!

Revision Date: Dopt Affected: Health and Soda! Services

Title: Revocation of Minor'* llcenre to drive 3RU: Alcohol and Drug Abu»e Svct
Component  Alcohol Safety Action Protp'gm

Sponsor Houve Rule* "COMPONENT SERIAL NO. 305
Requestor Senate Judiciary See also (SN| f):

OPERATING EXPENDITURES FYO97 FY98 FY99 FYO0O FYO1 FYO02

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CL/'MS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

[CAPITAL EXPENDITURES

CHANGE3 IN REVENUES  ( 1

FUNDS O U R C E (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Menlal Health
Other (please specrfy)
TOTAL oL 0.0 ... flLfl ot "air 0.0

Estimate of any current year (FY96) cost 30.0

POSITIONS:

FULL-TIMF.

PART-TIME }
TEMPORARY

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call'the GovenoTs Leaislativa Office



( FISCAL NOTE

No. 12

STATE OF ALASKA BILL NO: Bill Version:  CSHB 204 (FIN)
1996 LEGISLATIVE SESSION (H) Publish Date: 2/28/96

Revision Date: February 21. 1996 Dept. Affected: Public Safety

Title: An Act relating to alconol relateo driving 3RU: Alaska State Troooers

offenses of minors... Component: Detachments

Sponsor Rules

Requestor  H. Finance COMPONENT SERIAL NO. 0799
EXPENDITURES/REVENUES: (Thousands of Dollars) finflation not included)

OPERATING evor 1 -vof EVQg 1 pvin 0, -EY.Q2
_=E.?-£QMAL SERVICES -n- -0- 4i. -tl- 1 -0-
. -RAVF 41. 1 " Sl -0- -0- -0-

TONTRACTUA! -0- -0- -h- n.

SUPPLIES LL 41- -n- Sl (S sk

EQUIEMEHL -l | - o

ANDA STRUCTURES -0- 1 .n. TL.

GRANTS CLAMS 4). 41-

" VIISCCLLANFOUS _Lk_ -0- -0- ?
~QTAJ-QP.EIRATING- -n- 4i. | XL M- 41- gl
TAPLEALEXPENDITURES AL 41 jl- 41- AL 41.
CHANGE IN REVENUES () -0- -0- -0- 43- -0- -9.

Rovanua C>do

FUNDING: (Thousands of Dollars)

«C02 -ederal Receiots -0- - 71 41- 7- -n-

«rm OF March ). -n- 41- 41- il 41-

enna I.) -0- -V -1- 41- 41-

*0Q5 GF-Prcgram Rectors .n. 5. - 41, -n- 71

*roA rcp. MHTU 0. . 41- 41- 41- -

""rhor 41- 7 k- n- 7L -1l-
-OTAI 41- 41- -0- 41- 41- 41-1
Estimate of current year (FY 96) impact: S -0-1_

POSITIONS:

i =UH -TIMF ni ni a1 3 01 0

loapt.tIMF 31 3 a1 01 a1 0

| -=\jipopapyv i ni nl nl 01 o1l ol

ANALYSIS: (Attach a separate page if necessary.)
This bill will not impact the programs of the Alaska State Troopers. Currently troopers are enforcing the alcohol laws as they
pertain to minors including serving revocation notices to drivers.

Preoared By: Lt. Dan Lowden Phone:  465-5505

Division: AlasKa State Troopers Date: 2/21796

Approved by Commissioner Date: a-/ 3//7 C
Agency: Ronald L Otte, Dept, of Public Safety

PREPARER TO PROVIDE ALLDISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office
RV 1184 Page 1of 1

COMMITTEE COPY



FISCAL NOTE

| 0w
STATE OF ALASKA SILLNEY giil version:  GSH3 204-(FIN)
1996 LEGISLATIVE SESSION (H) Publish Date: 2/28/96
Revision Date: February 21. 1996 Cept. Affec.ed: ELM C-Saffly
Title: An Act relating ;o alconol related driving BRU: “Motor Vemcies B
offenses of minors... Comoonent: Driver Services
sponsor Rules
Requestor:  H. Fmance COMPONENT SERIAL NO. 0500

EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)

. OPERATING FY P7 FY OR cvV QQ fy on fy m fy n?
i =<=RSO)NAI SFR1/IOF 4 -1- 1 -0- 1 S. 1 -0- 1 -n- 1 -0-
1 TOAVPI .l aj. 1 ri- 1 si. 1 -n. 1 -n-
1 CDNTRACTIIAI n.l N1 -0- n. 1 n- 1 n-
t 5)pci ipc; “ri- 1 $>. 1 n. 1 Sf 1 -n-1 -0-
"0l IPMCMT .l -0- 1 4). i SIL 1 0- 1 41-
« AMR 3 S7RI IOTI IP== n.t on- 1 S. 1 S). ) 0- 1 n-
1 GRANTS Ol AIMS -0- 1 -0- 1 N1 -0- 1 -n- i n.
' MISCFLLANFOUS -n- 1 Sl 1 0-1 S. 1 0- 1 41-
TOTAl OPFRATINO ji. 1 SL- 1 41- 1 SI- 1 41- 1 41-
.CAPITAL5XPFNDIT1IRFS j). 1 s\, 1 4i- 1 ul. 1 41- 1 41-
CHANGE IN REVENUES( ) -0- j -0- -0- 1 4). -0- 43
Rsvstiua Coda 1

FUNDING: (Thousand:; of Dollars)

*non Forloral 101 41, -0- 1 41- 1 41- w 41-
‘002 Or Match si. 1 -0- 1 -0-1 41- 1 41- 1 41.

I "Ofl[A SF 1 0.1 -0- 1 s. 1 4)- 1 s.. 1 41-

' :0Q5 GFtPmgram Pacetrrs 1 s. 1 -0-1 0-1 41- 1 si. 1 41-
*006 G?,.m]4TIA ! 0- 1 -1- 1 s. 1 41. 1 n. . 41. 1
"thpr -0- 1 -0- 1 41,1 s. 1 41- 1 0-1
TOTAI i 41- 1 41- * 41- 1 4- 1 41- 41-

Estimate cf current year (FY 56) impact: 3 __ -0-__

POSITIONS:
=1 1-TIMF 0! 0i o1 o1l 0 0

; BART-TIMF 1 o1l ol n'! 01 nl (O]

E-pmpopary 1 o1l 01 0i ol 01 01

I ANALYSIS: (Attach a separate page if necessary.)
| This biil will not impact ihe programs of the Division of Motor Vehicles. Current law requires OMV to administratively revoke

the driver's license for the offense of minor in possession or consumption of alcohol.

Prepared By: Juanita M. Hensley Phone:  465-2650

Division: Motor Vehicles Date: 2/21/96

Approved by Commissioner ? Q .oLa Date. g/ jll C _
Agency: Ronald L Otte, Dept, of Public Safety 1

PREPARER TO PROVIDE ALLDISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office
Swv11/% Page 1of 1

COMMITTEE COPY



(ivO. 10

FISCAL NOTE Sill Version: CSHB 204(fin)

STATE OF ALASKA

H) Publish Date: 2/28/96
1996 LEGISLATIVE SESSION (H)

Revision Date: 2/21/96 Dept. Affected: Department of Law
Tic:e: ’...administrative revocation of a minor's license  .BRU: Criminal Division

to drive...oosratino 3 motor vehicle after consuming alcohol...” Component: Criminal Division
Sponsor: House Rules r t Request of the Governor

Requester: House Finance Committee COMPONENT SERIAL NO. 2085

Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FYyo97 1 FY93 FY 99 FY 00 FY 01 FY 02

PERSONAL SERVICES 1 1

TRAVEL 1 1

CONTRACTUAL i 1

SUPPLIES 1 1

EQUIPMENT 1 1 1

LAND & STRUCTURES 1

GRANTS, CLAIMS 1

MISCELLANEOUS 1 1

TOTAL OPERATING 0.0 | 0.0 0.0 0.0 0.0 0.0
| CAPITAL EXPENDITURES

:hange inrevenues i

-UNO SOURCE (Thousands of Dollars)

:aerai Receipts |
2 GF

"COAGF

'CCS GF/Program Receipts

ICC6 GF/MHTIA

[ —or
- TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY96) cost: s 0.0

3CSITIONS
| FULL-TIME 0.C 0.01 0.01 0.0l 0.01 O.0i
i PART-TIME
1 “ HMPORARY
iANALYSIS: (Attacn a separate page if necessary)

This biill amends AS 23 to astaolisn a 'aero tolerance level" for minors who consume alcohol and then
iocerate a motor vehicle, aircraft, or watercraft by creating three new criminal violations: "minor operating a
lvehicle after consuming alcohol”, "minor's refusal to submit to a chemical test", and "driving within the 24
lhours after being cited for minor operating a vehicle after consuming alcohol." These new offenses would be
I infractions and would not result in jail time being imposed. However, the penalty would be a fine of not more
Chan $1,000, an order that the minor perform community work service, or a combination of the two. The bill
Lalso provides that a minor convicted of these violations will also be subject to administrative revocation of the
jminor's driver’s license under the state's "use it, lose it" statutes. The bill will not have a fiscal impact for the
jOepartmlnt of Law because infractions are presented in district court by the arresting officer, which does not
require the presence or assistance of a prosecutor.

f.y L™pg
Prepared by: Richard |. PeouesjUljirector Phone:. 465-3672
Division: Administrative Services Piisiofj ~ V. TruTTT Date;_  2/21/96
Approved by Commissioner: Bruce M. 3otelhor Attorney General Date: 2/21/96
Agency: Department of Law

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
or further distribution information, call the Governor's Legislative Office

GOMMMAEKIOPY R



FISCAL NOTE (

STATE OF ALASKA No. 9

1996 LEGISLATIVE SESSION Bill Version: cshb 204 (fin)
(H) Publish Date: 2/28/96

Revisien Date: Dept. Affected: Administraticn
Title: 'An Act relating to the administrative revocation of a 8RU: Public Defender Agency
minor's license to drive...." Component: Public Defender Agency
Sponsor: Rules Committee bv Request of Governor
Recuestor: (H) FIN COMPONENT SERIAL NO. 1631
EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING EXPENDITURES Fy 97 FY 98 FY 99 FY 00 FY 01 FY 02

PERSONAL SERVICES

“ RAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

apital expenditures
CHANGE IN REVENUESJ L

FUND SOURCE (inousanos of Dollars)
' CC2 Federal Receipts 1

1:03 GF Match

'304 GF

‘005 GF/'Proaram Receipts
'.037 GF/Mental Health

OTHER
-OTAL 0.0 i 00 1 0.0 00 1 0.0

1
1
1

PR R R
PR RR e

[y
PR R R RR R

0.0

Estimate of any current year (FY 96) cost: 5 -O-

-OSITIONS:

-LLL-TIME 1 i
PART-TIME
"MPCRARY 1 I 1

A

ANALYSIS: (Attach a separate page if necessary.)

There is no fiscal impact to the Public Defender Agency.

Prepared by: John Salemi. Director Phone: 26”-1400
Division: Public Defender Agency Date:

Approved by Commissioner: Mark Sover / / Ini
Agency: Department of Admiiv.tration | Date: 7 1Ll &

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
further distribution information, call the Governor's Legislative Office

ACPMMITTEE COPY



FISCAL NOTE ( lo. 8

STATE OF ALASKA Sill Version:  CSHB 204(FIN)
19f6 LEGISLATIVE SESSION (H) Publish Date: 2/28/96
Revision Date: OeDt. Affected: Administration
Ti'.e: 'An Act relating to the administrative revocation of a BRU: Office of Public Advocacy
miner's license to drive...." Component: Office of Public Advocacy
Sponsor: Rules Committee bv Recuest of Governor
Recuestor: CH) FIN COMPONENT SERIAL NO. *3_
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING EXPENDITURES FYy 97 Fyogs 1 FY 99 FY 00 | FY 01 FY 02

PERSONAL SERVICES 1 | |
TRAVEL |
C:ntractual | |
SUPPLIES 1
C'CUIPMENT 1

|
|
L-ND & STRUCTURES 1 |
GRANTS. CLAIMS i
|
|

MISCELLANEOUS 1 1
TOTAL OPERATING 0.0 0.0 1 0.0 0.0 0.0 0.0
| CAPITAL EXPENDITURES 0 1 0o 1 0 o 1 0 0
i .RANGE IN REVENUES 1 ) o ! 0o 1 0 o 1 0 0
'*"AND SOURCE: iThousands of Dollarsl
‘G2 Federal Receipts 1 1 | |
: 103 GF Match ! 1 | |
‘20- GF 1 1 |
305 GIiprocram Receiots | 1 1 ! [
i '037 GF/Msntai Health 1 1 1 1 1
1¢'"PER 1 1 i i 1
-OTAL 00 1 00 1 00 1 0.0 i 0.0 | 0.0
lisumate of any current year (FY 96) cost: 3 -0-
pCSITIONS:
j i 1_-tme | I I I
PART-TIME | i | |
: "GMPCRARY I I | |
mTALYSIS: (Attach a separate page if necessary.)
‘here is no fiscal impact :o0 the Office of Public . ivocacy.
?r'.cared bv: Brant McGee. Public Advocate Phone: 274-1684
OMsicn: Office of Public Advocacv Cate:
Acnrovec bv Commissioner: Mark Sever ) | .o m
Arer.cv: Qeoanment or Administration ! Cate:

i '
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

TTEEerGGiWn information, call the Governor's Leg> -lative Office
Rev: 12/95 COM M | PageJ__ ofJ___
crCAwpd
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02/21/96 13:23 ‘31907 279 3334

FIS CAL

STATE OF ALASKA ,

1996 LEGISLATIVE SESSION
Revision Date: 02/21/96 , ’

~la: No Orjnk before Driving if Under 21
Sponsor: House Rules oy reauest of Governor
Fsauestcn

Expenditures/Revenues
j OPERATING EXPENDITL'RESI
I =SRSCNAL SERVICES 1
:"AVEL |
| CONTRACTUAL

SUPPLES |

HCL'IPMENT 1
, LAND 4 STRUCTURES |
1GRANTSi CLAIMS 1 1
I MISCELLANEOUS :
1 TOTAL OPERATING |

Fy=7 1

=

—_— .

f CAPITAL EXPENDITURES | |

;C-ANGEfM REVENUES (] i

r

r'na Source
1 MCE Feeeral Receipts i
J -.CC3GF Match

1’CC- GF N
i ::c= GF/Program Receipts
j: 037 GF/Mental Health . |

mSteer
i TOTAL '

eLrumaie of any current year (FY 36) cost Nona

=ositicns

Full-Time

Fart-Time

“emoorary
; ANALYSIS: (Attach a separate papa if necessary)

* - sae attached analysis.

Prepared by. C. S. Christensen llI, Staff Counsel
Acencyt Alaska Coun System

Accroved by:

0 s M iT i~ m A~ A

No. [
Bill'Version: cshb 204(FIN)
umfn lccolnt (™) Publish Date. 2/28/96
NOTE "
BILL NO. HB 204
Deot. Altec:ad: Alaska Court System
3RU: Trial Courts
Component:
COMPONENT SERIAL NO. 763
(Thousands of Dollars)
=Y59 | FY 00 | FY 01 | FY 2
1 1 1 1
’ ! : -
| .
1 1 1
I I i
l * | i
|
i -
(Thousands of Dollars)
i | | |
i [ I I
| | | I
* i
Phone: 254-6228
Cate: 02/21/96
d
Date: 02/21/96

Arthur H. Snowden, I, Administrative Director

PREPARER TO PROVIDEALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

0itsfK



Alaska Court Svstem
Fiscal Analysis
HB 204

HB 20A provides that a person who is at least 13 years of age but notyet 21 years of age commits the
offense of minor operating a vehicle after consuming alcohol if the person operates or drives a motor
vehicle or operates an aircraft or a watercraft after having consumed any quantity of alcohol. This
offense is an infraction punishable by a fine of not more than $10CO, community work service, or both.

If a person under arrest for the offense of minor operating a vehicle after consuming alcohol refuses to
submit to a chemical test of the person's breath, the refusal is an infraction punishable by a fine of not

more than $1000, community work service, or both.

If a person who has been cited for miner ooerating a vehicle after consuming alcohol may not operate
a motor vehicle, aircraft, cr .vstercraft during the 2- hcurs following :ssuance cf the citation. Such
operation is an infraction punishable by a fine of not more than $1000, community work ser/ica, or

both.

According to the Division of Motor Vehicles, in FY 94 it was notified by police officers of juvenile
alcohol or drug use more than 3200 times (this was aone for purposes of revoking the minor's criver's
license or privilege to obtain a license pursuant to AS 23.15.133). The percentage of these cases in
which the minor was operating a motor vehicle is unknown, but it is likely to have been substantial.
Because the number of new cases that wiil be generated by HB 204 is unknown, this note dees not
reflect those costs. However, when experience with the changes made by HB 204 is obtained, the
court system may need to return to the legislature for additional funding.

Page 2 of 2
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SENATE CS FOR CS FOR HOUSE BILL NO. 2040D)

INTHE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY THE SENATE JUDICIARY COMMITTEE

Offered:  5/1/96
Referred:  Finance

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL

FOR AN ACT ENTITLED
"An Act relating to the administrative revocation of a minor's license to drive;
creating criminal offenses of minor operating a vehicle after consuming alcohol,
a minor's refusal to submit to chemical test, and driving during the 24 hours
after being cited for minor operating a vehicle after consuming alcohol or refusal
to submit to chemical test establishing penalties for these offenses; relating to
court ordered drug and alcohol screening, evaluation, referral, and programs;
relating to implied consent to certain testing if operating a motor vehicle, aircraft,
or watercraft; relating to an instrument's working tolerance in a chemical breath
test: relating to the authority of a court to ;mpose a suspended Sentence after
failure to complete a treatment program upon conviction of felony driving while
intoxicated or felony refusal to submit to a chemical test; relating to the period
of time a court may consider for determining prior convictions in sentencing a
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person convicted of felony driving while intoxicated or felony refusal to submit
to a chemical test; amending Rules 6 and 32.1, Alaska Rules of Criminal
Procedure, to allow the wuse of hearsay evidence before a grand jury in a
prosecution for felony driving while intoxicated or felony refusal to submit to a
chemical test and to not require a presentence report for a first felony driving
while intoxicated or first felony refusal to submit to a chemical test; and

providing for an effective date."

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

*Section 1. AS 28.15..33(a) is amended to read:
(a) Ifapeace officer has probable cause to believe that a person who is at least

14 years ofage but not yet 21 years ofage has possessed or used a controlled substance
in violation of AS 11.7laor a municipal ordinance with substantially similar elements,
or possessed orconsumed alcohol iri violation of AS 04.16.050 ora municipalordinance
with substantially similar elements, operated a vehicle after consuming alcohol in
violation of AS 28.35.280. or refused to submit to a chemical test under
AS 28.35.285 and the peace officer has cited the person or arrested the person for a
violation of AS 11.71, AS 04.16.050, AS 28.35.280. or 28.35.285 or the municipal
ordinance with substantially similar elements, the peace officer shall read a notice and
deliver a copy to the person. The notice must advise that

(1) the department intends to revoke the person's driver's license or
permit, privilege to drive, or privilege to obtain a license or permit;

(2) the person has the right to administrative review of the revocation;

(3) if the person has a driver's license or permit, the notice itself is a
temporary driver's license or permit that expires seven days after it is delivered to the
person;

(4) revocation of the person’s driver's license or permit, privilege to
drive, or privilege to obtain a license or permit, takes effect seven days after delivery of

the notice to the person unless the person, within seven days, requests an administrative

review !
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(5) if the person has been cited under AS 28.35.280 or under
AS 28.35.285. that person, under AS 28.35.290. mav not operate a motor vehicle.

aircraft, or watercraft during the 24 hours following issuance of the citation.

*Sec. 2. AS 28.15.183(c) is amended to read:

(c) Unless the person has requested an administrative review, the department
shall revoke the person’'s driver's license or permit, privilege to drive, or privilege to
obtain a license or permit, effective seven days after delivery to the person ofthe notice
required under (a) of this section, upon receipt of a sworn report of a peace officer

(1)that the officer had probable cause to believe that the person is at
least 14 years of age but not yet 21 years ofage and has possessed or used a controlled
substance in violation of AS 11.71aora municipal ordinance with substantially similar
elements, or possessed orconsumed alcohol in violation of AS 04.16.050 ora municipal
ordinance with substantially similar elements, operated a vehicle after consuming
alcohol in violation of AS 28.35.280, or refused to submit to a chemical test of
breath under AS 28.35.285:

(2) that the peace officer has cited the person or arrested the person for

(A) aviolation of AS 11.71s[OR] AS 04.16.050, AS 28.35.280.
or 28.35.285:0r

(B) possession or use of a controlled substance or alcohol in
violation ofa municipal ordinance with substantially similar elements;

(3) thatnotice under(a) ofthis section was provided to the person; and

(4) describing the circumstances surrounding the violation of the
controlled substances provisions of AS 11.71, the alcoholic beverages provisions of
AS 04.16.050, 0rthe municipal ordinance with substantially similarelements, the minor
operating avehicle afterconsuming alcoholprovisions of AS 28.35.280.0r the minor

refusing to subm it to a chemical test of breath under provisions of AS 28.35.285.

* Sec. 3. AS 28.15.183(g) is amended to read:

() Exceptas provided under (h) of this section, the department may not issue
anew license orreissue a license to a person whose driver's license, permit, or privilege
to drive has been revoked under this section unless the person is enrolled in and is in
compliance with, or has successfully completed

(1) an alcoholism education or rehabilitation treatment program, if the

11B0204D MNT@([ u,m,lllm [mammmﬂm SCS CSHB 204(JUD)



revocation resulted from possession or consumption of alcohol in violation of

AS 04.16.050 or a municipal ordinance with substantially similar elements, from

operating a vehicle after consuming alcohol in violation of AS 28.35.280. or from

refusal to submit to a chemical test of breath in violation of AS 28.35.285: or

(2) adrug education or rehabilitation treatmentprogram, if the revocatiol

resulted from possession or use of a controlled substance in violation of AS I1.71 or a

municipal ordinance with substantially similar elements.

*Sec. 4. AS 28.15.184(g) is amcmied to read:

(g)  The hearing for review of a revocation by the department under
AS 28.15.183 shall be limited lo the issues of whether the person was at least 14 years
ofage butnotyet2l yearsofage and whetherthe person possessed or used a controlled
substance in violation of AS 11.71 or a municipal ordinance with substantially similar
elements, or possessed orconsumed alcohol in violation of AS 04.16.050 ora municipal
ordinance with substantially similar elements, operated a vehicle after consuming
alcohol in violation of AS 28.35.280. or refused to submit to a chemical test of
breath in violation of AS 28.35.285.

*Sec. 5. AS 28.35.030(h) is amended to read:

(h) The court shall order a person convicted under this section to satisfy the
screening, evaluation, referral, and program requirements of an alcohol safety action
program ifsuch a program isavailable in the community where the person resides,
oraprivate orpublic treatment facility approved bv the Division of Alcoholism and
Drug Abuse,ofthe DepartmentofHealth and Social Services, under AS 47.37 [AN
AGENCY AUTHORIZED BY THE COURT] to make referrals for rehabilitative
treatment or to provide rehabilitative treatment. If a person is convicted under (n) of this
section, the court shall order the person to be evaluated as required by this subsection
before the court imposes sentence for the offense.

* Sec. 6. AS 28.35.030(j) is amended to read:

(j) Ifaperson fails to satisfy the requirements of an authorized agency under (i)

of this section, the court
(n may impose any portion of a suspended sentence; however, if the
person was convicted under (n) of this section, the court shall impose a part or all of

the remaining portion of any suspended sentence;
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(2) may punish the failure as contempt of the authority of the court under
AS 09.50.010 or as a violation of a condition of probation; and
(3) shall order the revocation or suspension of the person’s driver’s
license, privilege to drive, and privilege to obtain a driver’s license until the requirements
are satisfied.
* Sec. 7. AS 28.35.030(n) is amended to read:

(n) A person is guilty of a class C felony if the person is convicted of driving
while intoxicated and has been previously convicted two or more times within the five
years preceding the date of the present offense. For purposes of determining
minimum sentences based on previous convictions [IF A PERSON HAS BEEN
PREVIOUSLY CONVICTED], the provisions of (0)(4) of this section apply [ EXCEPT
THAT ONLY CONVICTIONS OCCURRING WITHIN FIVE YEARS PRECEDING
THE DATE OF THE PRESENT OFFENSE MAY BE INCLUDED], Upon conviction,
the court

(1) shall impose a fine of not less than $5,000 and a minimum sentence
of imprisonment of not less than
(A) 120 days if the person has been previously convicted twice;
(B) 240 days if the person has been previously convicted three
times;
(C) 360 days if the person has been previously convicted four or
more times;
(2) may not
(A) suspend execution of sentence or grant probation except on
condition that the person serve the minimum imprisonment under (1) of this
subsection; or
(B) suspend imposition of sentence;
(3) shall revoke the person’s driver’s license, privilege to drive, or
privilege to obtain a license under AS 28.15.181(c);
(4) may order as a condition of probation or parole that the person take
a drug, or combination of drugs, intended to prevent the consumption of an alcoholic
beverage; a condition of probation imposed under this paragraph is in addition to any

other condition authorized under another provision of law; and

HB0204D -5- SCS CSHB 204(JUD)
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1 (5) may also order forfeiture under AS 28.35.036 of the vehicle or
2 aircraft used in the commission of the offense, subject to remission under AS 28.35.037.

3 * See. 8. AS 28.35.031(a) is amended to read:

4 @) A person who operates or drives a motor vehicle in this state or who operates
5 an aircraft as defined in AS 28.35.030(0) or who operates a watercraft as defined in

6 AS 28.35.030(0) shall be considered to have given consent to a chemical test or tests of

7 the person’s breath for the purpose of determining the alcoholic content of the person’s

8 blood or breath if lawfully arrested for an offense arising out of acts alleged to have been

9 committed while the person was operating or driving a motor vehicle or operating an

10 aircraft or a watercraft while intoxicated or if lawfully arrested t ndcr AS 28.35.280

I for the offense of minor operating a vehicle after consuming alcohol. The test or

12 tests shall be administered at the direction of a law enforcement officer who has

13 reasonable grounds to believe that the person was operating or driving a motor vehicle

14 or operating an aircraft or a watercraft in this state while intoxicated or that the person

15 \vas a minor operating a vehicle after consuming alcohol.

16 * Sec. 9. AS. 28.35.032(1) is amended to read:

17 @) The court shall order a person convicted under this section to satisfy the
18 screening, evaluation, referral, and program requirements of an alcohol safety action

19 program if such a program is available in the community where the person resides,

20 or a private or public treatment facility approved by the Division of Alcoholism and

21 Drug Abuse, of the Department of Health and Social Services, under AS 47.37 [AN

22 AGENCY AUTHORIZED BY THE COURT] to make referrals for rehabilitative

23 treatment or to provide rehabilitative treatment. If a person is convicted under (p) of this

24 section, the court shall order the person to be evaluated as required by this subsection

25 before the court imposes sentence for the offense.

26 * Sec. 10. AS 28.35.032(n) is amended to read:

27 (n) If a person fails to satisfy the requirements of an authorized agency under
28 (m) of this section, the court

29 (1) may impose any portion of a suspended sentence; however, if the
30 person was convicted under (p) of this section, the court shall impose a part or all of
31 the remaining portion of any suspended sentence;

32 (2) may punish the failure as contempt of the authority of the court

SCS CSHB 204(JUD) -6- HB0204D
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under AS 09.50.010 or as a violation of a condition of probation; and

(3) shall order the revocation or suspension of the person’s driver’s
license, privilege to drive, and privilege to obtain a driver’s license until the
requirements are satisfied.

* Sec. 11. AS 28.35.032(p) is amended to read:

(p) A person is guilty of a class C felony if the person is convicted under this
section and has been previously convicted two or more times within the five years
preceding the date of the present offense. For puiposes of determining minimum
sentences based on previous convictions [IF A PERSON HAS BEEN PREVIOUSLY
CONVICTED], the provisions of AS 28.35.030(0)(4) apply [, EXCEPT THAT ONLY
CONVICTIONS OCCURRING WITHIN FIVE YEARS PRECEDING THE DATE OF
THE PRESENT OFFENSE MAY BE INCLUDED], Upon conviction,

(1) the court shall impose a fine of not less than $5,000 and a
minimum sentence of imprisonment of not less than

(A) 120 days if the person has been previously convicted twice;

(B) 240 days if the person has been previously convicted three
times;

(C) 360 days if the person has been previously convicted four
or more times;

(2) the court may not

(A) suspend execution of the senlence required by (1) of this
subsection or grantprobation, except on conditionthat the p rson serve the
minimum imprisonment under (1)of this subsection; or

(B) suspend imposition of sentence;

(3) the court shall revoke the person’s driver’s license, privilege to
drive, or privilege to obtain a license under AS 28.15.181(c);

(4) the court may order asa condition of probation or parole that the
person take a drug* or combination of drugs* intended lo prevent consumption of an
alcoholic beverage; a condition of probation imposed under this paragraph is in
addition to any other condition authorized under another provision of law;

(5) the sentence imposed by the court under this subsection shall run
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consecutively with any other sentence of imprisonment imposed on the person; and

(6) the court may also order forfeiture under AS 28.35.036, of the
vehicle or aircraft used in the commission of the offense, subject to remission under
AS 28.35.037.

* Sec. 12. AS 28.35.039 is amended to read:

Sec. 28.35.039. DEFINITIONS FOR AS 28.35.029 - 28.35.039. In
AS 28.35.029 - 28.35.039,

(1) “controlled substance” has the meaning given in AS 28.33.190;

(2) “alcohol safety action program” means a program designated bv
the commissioner of health and social services as ail alcohol safety action program.

* Sec. 13. AS 28.35 is amended by adding new sections to read:

ARTICLE 6. CERTAIN OFFENSES RELATING TO MINORS

Sec. 28.35.280. MINOR OPERATING A VEHICLE AFTER CONSUMING
ALCOHOL, (a) A person who is at least 14 years of age but not yet 21 years of age
commits the offense of minor operating a vehicle after consuming alcohol if the person
operates or drives a motor vehicle or operates an aircraft or a watercraft after having
consumed any quantity of alcohol. A peace officer who has probable cause to believe
that a person has committed the offense of minor operating a vehicle after consuming
alcohol may

(1) place the person under arrest;

(2) request that the person submit to a chemical test or tests of the
person’s breath for the purpose of determining the alcoholic content of the person’s
blood or breath; and

(3) transport the person to a location at which a chemical or other test
authorized under (2) of this subsection may be administered.

(b) Ifa chemical test under this section reveals any alcohol concentration within
the person’s blood or breath, the person shall be cited for violating this section and then
released unless there is a lawful reason for further detention. A person who is 18 years
of age or older shall be released on the person’s own recognizance. A person who is
under the age of 18 shall be released to a parent, guardian, or legal custodian.

(c) A person who is Cited for violating this section shall be advised by a peace

officer that it is unlawful under AS 28.35.290 for the person to operate a motor vehicle,

SCS CSHB 204(JUD) >l HB0204D
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aircraft, or watercraft during the 24 hours following the issuance of the citation.

(d) The offense of a minor operating a vehicle after consuming alcohol is an
infraction. Upon conviction, the court shall impose a fine of not more than $1,000,
community work service, or both. The court may offer the minor the option of
performing community work in place of a fine or a portion of the fine. The value of
community work in place of a fine is as specified in AS 12.55.055(c).

(e) In this section,

(1) "operate an aircraft” has the meaning given in AS 28.35.030(0);
(2) "operate a watercraft" has the meaning given in AS 28.35.030(0).

Sec. 28.35.285. MINOR’S REFUSAL TO SUBMIT TO CHEMICAL TEST.
(a) If a person under arrest for minor operating a vehicle after consuming alcohol
refuses the request of a peace officer to submit to a chemical test or tests of the person’s
breath authorized under AS 28.35.031(a) and 28.35.280(a). after being advised by the
officer that the refusal will result in the denial or revocation of the driver’s license.
privilege to drive, or privilege to obtain a license, that the refusal may be used against
the person in a civil or criminal action or proceeding arising out of an act alleged to have
been committed by the person while operating a vehicle after consuming alcohol, and
that the refusal is a violation, a chemical test may not be given.

(b) A person who is cited for violating this section shall be advised by a peace
officer that it is unlawful under AS 28.35.290 for the person to operate a motor vehicle,
aircraft, or watercraft during the 24 hours following the issuance of the citation.

(c) The refusal of a minor to submit to a chemical test authorized under
AS 28.35.031(a) and 28.35.280(a) is admissible evidence in a civil or criminal action or
proceeding arising out of an act alleged to have been committed by the person while
operating a vehicle after consuming alcohol.

(d) Refusal to submit to a chemical test or tests of the person’s breath requested
under AS 28.35.280 is an infraction. Upon conviction, the court shall impose a fine of
not more than $1,000, or community work service, or both. The court may offer the
minor the option of performing community work in place of a fine or a portion of the
fine. The value of community work in place of a fine is as specified in AS 12.55.055(c).

Sec. 28.35.290. DRIVING DURING THE 24 HOURS AFTER BEING CITED
FOR ALCOHOL OR BREATH TEST OFFENSES, (a) A person who has been cited

HB0204D -0- SCS CSHB 204(JUD)
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for minor operating a vehicle after consuming alcohol under AS 28.35.280 or for refusal
to submit to a chemical test of breath under AS 28.35.285 may not operate a motor
vehicle, aircraft, or watercraft during the 24 hours following issuance of the citation.

(b) Operating a motor vehicle, aircraft, or watercraft during the 24 hours after
being cited for minor operating a vehicle after consuming alcohol or for minor’s refusal
to submit to a chemical test is an infraction. Upon conviction, the court shall impose a
fine of not more than $1,000, or community work service, or both. The court may offer
the minor the option of performing -immunity work in place of the fine or a portion of
the fine. The value of community work in place of a fine is as specified in
AS 12.55.055(c).

(c) In this section,

(1) "operate an aircraft" has the meaning given in AS 2... .030(0);
(2) "operate a watercraft" has the meaning given in AS 28.35.030(0).
* Sec. 14. AS 28.35.280(d) is repealed and reenacted to read:

(d) The offense of a minor operating a vehicle after consuming alcohol is an
infraction. Upon conviction, the court shall impose a fine of not more than $1,000. The
court may offer the minor the option of performing community work in place of a fine
or a portion of a fine. The value of community work in place of a fine is as specified
in AS 12.55.055(c).

* Sec. 15. AS 28.35.285(d) is repealed and reenacted to read:

(d) Refusal to submit to a chemical test or tests of the person’s breath requested
under AS 28.35.280 is an infraction. Upon conviction, the court shall impose a fine of
not more than $1,000. The court may offer the minor the option of performing
community work in place of a fine or a portion of the fine. The value of community
work in place of a fine is as specified in AS 12.55.055(c).

* Sec. 16. AS 28.35.290(b) is repealed and reenacted to read:

(b) Operating a motor vehicle, aircraft, or watercraft during the 24 hours after
being cited for minor operating a vehicle after consuming alcohol is an infraction. Upon
conviction, the court shall impose a fine of not more than $1,000. The court may offer
the minor the option of performing community work in place of the fine or a portion of
the fine. The value of community work in place of a fine is as specified in

AS 12.55.055(c).
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* Sec. 17. AS 28.40 is amended by adding a new section to read:

Sec. 28.40.060. BREATH TEST RESULT VALIDITY. Ifan offense described
under this title requires that a chemical test of a person's breath produce a particular
result, and the chemical test is administered by a properly calibrated instrument approved
by the Department of Public Safety, the result described by statute is not affected by the
instmment's working tolerance.

* Sec. 18. Rule 6(r)(l), Alaska Rules of Criminal Procedure, is amended to read:

(1) Evidence which would be legally admissible at trial shall be
admissible before the grand jury. In appropriate cases, however, witnesses may be
presented to summarize admissible evidence if the admissible evidence will be
available at trial. Except as stated in subparagraphs (2), [AND] (3), and (6), hearsay
evidence shall not be presented to the grand jury absent compelling justification for
its introduction. If hearsay evidence is presented to the grand jury, the reasons for its
use shall be stated on the record.

* Sec. 19. Rule 6(r), Alaska Rules of Criminal Procedure, is amended by adding a new
paragraph to read:

(6) In a prosecution for driving while intoxicated unde
AS 28.35.030(n) or for refusal to submit to a chemical test under AS 28.35.032(p),
hearsay evidence received through the Alaska Public Safety Information Network or
from other governmental agencies of prior convictions of driving while intoxicated or
refusal to submit to a chemical test may be presented to the grand jury.

* Sec. 20. Rule 32.1(a), Alaska Rules of Criminal Procedure, is amended to read:

(a) Scheduling. At the time guilt in a felony case is established by verdict or
plea, the judge shall establish the date for a sentencing hearing and a presentencing
hearing, if appropriate, and except as provided under subsection (f) of this rule,
shall order a presentence investigation by the Department of Corrections. If the judge
elects to schedule a single hearing, all of the procedures for the presentencing and
sentencing hearings shall be applicable at the single hearing.

*Sec. 21. Rule 32.1, Alaska Rules of Criminal Procedure, is amended by adding a new
subsection to read:

(0 When Presentence Investigation Not Required. Unless a person may be

sentenced to a presumptive term of imprisonment under AS 12.55.125(e)(1) or (2), a
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prcsentcnce investigation by the Department of Corrections is not required for a
defendant convicted of driving while intoxicated under AS 28.35.030(n) or refusal to
submit to a chemical test under AS 28.35.032(p).

* Sec. 22. Sections 1-13 and 17 - 21 of this Act apply only to acts committed on or after
the effective date of secs. 1-13 and 17-21 of this Act, except that to the extent that the
amendments made by secs. 6, 7, 10, 11, and 18-21 of this Act involve prior convictions,
those prior convictions may have occurred before, on, or after the effective date of this Act.

* Sec. 23. Sections 14 - 16 of this Act take effect only upon a final decision by the Alaska
Court of Appeals and the Alaska Supreme Court that the possibility of imposing community
work service by the court for the offenses prohibited under AS 28.35.280, 28.35.285, and

28.35.290 gives rise to the right to court appointed counsel and trial by jury.
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FUND SOURCE

No,
(' Jill Version:.SC-SclS

(S) Publish Date: £ W

BRU. Alcohol and Drug Abuie Svc*
Component  Alcohol Safety Action Program
COMPONENT SERIAL NO. ~ 305

See also (SN#):

FY98 FY99 FYOO FY01 FY02

0.0 0.0 0.0 0.0 0.0

(Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (please specify)
TOTAL " 0.0

Eatimcta of any current year (FY96) coat

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call'the Govenoris Legislative O ffice



( FISCAL NOTE rNo. 12

STATEG:W BI—LI\D Bill Version: cshb 204 (fin)

1906 LEFASAINEFTHON (H) Publish Date: 2/28/96
Revision Oate: ~ February 21. 1996 Deﬂt. Affected:

Title:  An Act relating to alcohol related onving 3RU: RS S?a"fee‘ﬁ{oopers

offenses of minors... Component; Detachments

Sponsor  Rules

Requestor H. Finance COMPONENT SERIAL NO. 0799
EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)

OPERATING I Y. l PV on FY 07

TERSOMAL SFRVIC-S " e oy P o ”
. ~pa V! - -P- -I- 4). A

ti| ) )

g R SR L S

rOUIPMF'MT -n- 4). -1- 0 -n- | mD.

LAND a STR.fCT.'RF: 0 .n. Lk (- -0-
-25ANJD. CLAIMS iz 41- 0 Kk 1

mifcpi 1 anfoi if .. n_ k k -1-

rOTAl OPFPATINO LL —O-L Jk n- Ik

CAPITAI FXPFNnIT!IRF.S 41- -0, N n- kL

CHANGE INREVENUES [ 0 -0- -0- -0- -0- 0-

EF\MUOW 0 0 ﬁ 0 0 0 0

FUNDING; Thousands of Dollars) .

*009 -0 F)Jpra Porpmrc - 0| 41- 4] N, q
1 no7 4, % ! 41- 41 -NN- 41-
1“ o o Po/'0ir 1S 4%- 4, | f& ﬂ A Zﬁ'

rinF op/prnaram Pofol (- 4, A -

o"& i n 7 i 0 n !
1<~t*or 0-1 n 1 0 41 N

TOTAI -1 4-1 41 41 41- 41-
Estimate of current year (FY S6) impact: 5 -0-

PCSITIONS:
1-JM-TIMF * 01 01 ni i 01 0
' =AR~-TIME ol ni 01 0] 01 n
1-cyoanPv | nl 01 01 C nl 0

ANALYSIS: (Attach a separate page if necessar
This pil WIS|| %ot?m a]ct tﬁe gr%ﬁa s of the Alaska State Trool%ers Currently troopers are enforcing the alcohol laws as they

pertain to minors including Serving revocation notices to drive

Preoared By. Lt Dan Lowden Phone:  465-5505

Division: Alaska State Troopers Date:  2/21/S6
Approved by Commissioner Date: ]

Aggncy ) Ronald L Otte. Dept, of Public Safety ol 38 e

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office
o I8 Page Lof 1

COMMITTEE COPY



FISCAL NOTE

STATEG:A'M BLLN ( I?jlcl)l Velrlsmn _ cshb 204-(fin)
1996 LEII ATMESESION (H) Publish Date: 2/28/96
Revision Date: ~ February 21, 1596  Affected: bl

Title  An Act relating : ogicohol relafea drvina ?ﬁ?.f ‘I\%J or'?/e%gfeesty

offenses of minars... ComDonent: Driver Sen/ices

sponsor  Rules

Requestor  H. Finance COMPONENT SERIAL NO. 0500
lEéBEFl}IADHhJéES/REVENUES: (Thog\s(anYds of Dollars) finflaticn not included) :

1 f 2y m fy m n’
1 GCRSOMAI SFRVICES Vg Do, e My vy
travFl 1 0 0 -1 a- 1 - | -
| CONTRACTUAL | N a. a. l n 1 -0- | A-
I Ser.IFS } a- a. A- % 0- 1 -0- | -
o -O[ IPMFMT . a. N A- 1 n 1 A-
" LAND 4 STRUCTURF3 1 N -0- 0-1 -1 -n. | -
| GRANTS CLAIMS 1 1). - -1 A- % -0- | n.
I MISCFLI 4NFOUS a- A- -1 a. O 1 0
1 TOTAI OPFRATING i N, a. -n 1 a. | Fl- 1 -
i CAPITAI FXPFMDITIIRFS ! -0- n &1 a. ! 1 o1
CHANGE IN REVENUES( ) 0 0 0 0 A- 0
Rovetiua Coda E]_

FUNDING: (Thousands of Dollars)

| 'POP- rjpral Roppinr® A- 1 A- | A- 1 A- 1 -1 Pl
I AH _pJp ppp Al A- 1 Al n 1 0-1 ﬁ
; PDAOF P 1 A\ N, 1 01 Al A-
*005 GFer%ram Rpppinp; i Al A- 1 A- 1 A- 1 A- 1 A-
-PPA OF'M N A- 1 Al nl Al n 1
Othpt Al p. | A- 1 11 A- | A-
TOTAI Al -n 1 Ft-! A * 1 A.
Estimate of current year (FY 36) impact: 3
POSITIONS:
-1 ML-TIMF ! n! 'l 0! 01 0 0
3APT.TIMF | nl 01 01 nl 0s P
1 7.MPOPARv | ni 0l m nl n' 0
ANALYSIS: ( Attachaseﬁarate page if e essary,)
This hill will not impact tne progra ? eO|V|S|on of Motor Vehicles, Current law requires DMV to administratively revoke
the driver's license for the 0 ense of minor in possession or consumption of alcohol.
Prepared By: ~ Juanita M_Hensley Phone:  465-2650
Division: Motor Vehicles Date:  2/21/56
Approved by Commissioner i _ Date: 2 [ Jft/?¢C
Agency: Ronaiel L Ette. Dept, 0f Puiblic Safety <
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governors Legislative Office
Page 10f 1
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("O, 10
FISCAL NOTE " CSHB 204 (fin )

Bill Version:

STATE OF ALASKA (H) Publish Date: 2/28/96

1996 LEGISLATIVE SESSION

revision Date: 2/21/96 Dept. Affected: Deoartment of Law
Title: "...administrative revocation of a minor's iicanse “SRU: . Criminal Division

*p drive..operating a motor vehicle after consuming alconol...” Comoonent: Criminal Division
Soonsor: House Ruies on Reouest of the Governor

House Finance Committee COMPONENT SERIAL NO. 2085

£xoenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 1 FY 98 1 FY 99 FY 00 FY 01 FY 02
PERSONAL SERVICES 1 1

TRAVEL 1 1

CONTRACTUAL 1 !

SUPPLIES 1 1

EQUIPMENT 1 1 1

_4AND & STRUCTURES 1 | 1 |
GRANTS, CLAIMS 1 1 |
MISCELLANEOUS 1 1 1 |

TOTAL OPERATING 0.0 1 0.0 1 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 1 1 ] 1 i 1
*CHANGE IN REVENUES 1| 1 1 i i j 1 1

-UNO SOURCE (Thousands sf Dollars)

1002 Federal Receiots 1 1 ! 1 1

' 302 GF Matcn 1

'CO* GF 1 1 1

“305 GF/Program Receiots 1 | | |

:C06 GF/MHTIA t i | |

\-ior 1 [ 1 1 1

TOTAL 0.0 ! 1.0 : 0.0 1 0.0 1 0.0 1 0.0
Estimate of any current year (FY96) cost: s 0.0

POSITIONS

FULL-TIME 0.01 c.cl 0.01 0.01 0.0l 0.0i
PART-TIME 1 1 1 1 i
“EMPORARY . 1 1 1
[ANALYSIS: (Artacn a seoarate page it necessary)

This oill amends AS 23 to establish a ":ero tolerance level" for minors wno consume alconoi ana then
[ooerate a motor vehicle, aircraft, or watercraft by creating three new criminal violations: "minor operating a
vehicle after consuming alcohol", "minor's refusal to submit to a chemical test", and "driving within the 2A
hours after being cited for minor operating a vehicle after consuming alcohol." These new offenses would be
| infractions and would not result in jail time being imposed. However, the penalty would be a fine of not more
ithan $1,000, an order that the minor perform community work service, or a combination of the two. The hiil
lalso provides that a minor convicted of these violations will also be subject to administrative revocation of the
iminor's driver's license under the state's "use it, lose it" statutes. The hill will not have a fiscal impact for the
[Department of Law because infractions are presented in district ccurt by the arresting officer, which does not
require the presence or assistance of a prosecutor.

A im.
Prepare : Richard |. PeouestD,rector, , , Phone -6o-
Siveion: Administrative Services Division . )Y o\ Date. 2121196
Aooroved by Commissioner: Bruce M. Bot?Iho rtornev General Date:  2/21/96
Agency:. Department of La

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call the Governor's Legislative Office
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FISCAL NOTE

STATE OF ALASKA No. 9

1996 LEGISLATIVE SESSION
(H).Publish Oste:_

Revision Date: , , Dept. Affected: Administration
Tltie: “An Act relating 0 the administrative revocation of a 8RU: Public Defender Agency
tenor's license to drive...." Component: Public Defender’Agency

Secnsor Rules Committeé v ReqUEST of Governor
Requestor: fH) FIN COMPONENT SERIAL NO. 1631

EXPENDITURES/REVENUES: (Thousand o Dol
OPERATING EXPENDITURES ~ FYOT Y9 FY 99 YO0 FYOL
PERSONAL SERVICES

L
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

| CAPITAL EXPENDITURES 0 | 0 | 0 | 0 | 0
| CHANGE IN REVENUES ( ) | 0 | 0 | 0 0 | 0

FUND SOURCE: IThcusanas of Dollars)
| 102 Federal Receiots

* 103 GF Match

*104 GF .
" 008 GF/Procram Receiots |
{ *337 GF/Mental Health |

OTHER |
1~0TAL 00 1 0.0
Estimate of any current year (FY 96) cost: S -0-

-CSITIONS:
1FULL-TIME
1=ART-TIME
¢ mEMPCRARY

ANALYSIS: (Attach a separate page if necessary.)
There is no fiscal impact to the Public Defender Agency.

—_—— s —_—

———
—_———

ospared by: John Salemi. Director Phone: 26"-"100
avision: ~ Public Defender Agefcy Date;

Ajorcved by Commissi?ner Mark Bover f m_In/
Agency. Department of Administration | Date[o/T [IIH il

PREPARER TO PRO IDE,ALl3 DISTRIBUTION COPIES 10 GOVERNO.R'SI_LEGI LATIVE OFFICE
For further distribution nformation, call the Governor's Legislative Office

C.6SMITTEE COPY

Bill Version: CSHB 204 (FIN)
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( FISCAL NOTE f io, 8

-
STATE OF ALASKA Bill Version:  cshb 204 (fin)
1926 LEGISLATIVE SESSION (H) Publish Date:  2/28/96
Revision Date: ~ Dept. Affected: _ Administration
Ti'e: ' An Act relating T the adminiStrative revocation or a 8RU: Office of Public Advocacy
mircr's license to drive...." Component; Office o Public Advocacy
Sc:nsor: Rules Committee bv Recuest of Governor
Recuestor: (Hi FIN COMPONENT SERTAL NO. *3
EXPENDITUkcS/REVENUES: (Lnousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 93 FY 99 FY 00 | FY 01 FY 02
PERSONAL SERVICES | |
TRAVEL I |
0 CMTRACTUAL | |
SUPPLIES | |
EQUIPMENT | I |
L-ND & STRUCTURES | | |
GRANTS, CLAIMS | i i
MISCELLANEQOUS | | |
TOTAL OPERATING 0.0 0.0 0.0 i 0.0 | 0.0 0.0
| CAPITAL EXPENDITURES 0 | 0 | 0 1 0 1 (I 0
| .RANGE IN REVENUES i ) | 0 | 0 | 0 1 0 1 0 1 0
mm\O SOURCE: IThousanas of Dollars)
*'02 Federal Receipts I | ] | | _
' 03 GF Match | | | | | |
*304 GF , ! | 1 | _
mCc GF/Program Receipts ! 1 1 | |
| *027 GF/Mentai Health % % 1 |1 % 1
_l-__ I I
| "0TAL 00 1 00 ! 0.0 00 1 0.0 00 1
Estimate of any current year (FY 96) cost; 3 -0-
~CSITIONS:
r -TIME 1 1 j
PART-TIME 1 i r |
*EMPORARY | 1 1
A"|ALYSIS: (Attach 3 separate cage if necessary.)
"’here is no fiscal impact ;0 the Office of Public Advocacy.
Pr-.caredby: Brant McGee. Public Advocate Phone: 274-168a
DH'sicn: Office of Public Advocacy . Date:
Acdroved by Commissioner: Mark Sever L l In /
Arency: Department of Administration [ Date: F o \sIT (7
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERN(5 'S LEGISLATIVE OFFICE
For further I(EwlistHSutlon ﬁ\forma%l)on, C&IE'[EE Govemods LegEIatlve Oﬁljéé
Rsv: 12/9% COMMITTEE COPY PageJ  of]
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02/21/98 13:25 'E'1907 279 6334

FISCAL NOTE

STATE OF ALASKA

1596 LEGISLATIVE SESSION
Eavision Date: ~ 02/21/96 :
Title: No Drink before Oriving if Uncer 21

Sconscr.

Rapuestcn

Exoenaitures/Revenues
OPERATING EXPENDITURES!

DeBt. Alfscted:
3RU:
ComDonent:

House Rules by reauest of Governor

Thousands of Dol

Ff 3 |(

PERSONAL SERVICES |

TRAVEL |

CONTRACTUAL

S5UPCLIE3

ECUIPMEVT
I LAND 4 STRUCTURES

GRANTS 4 CLAIMS

MISCELLANEOUS

TOTAL OPERATING

| CAPITAL EXPENDITURES

jCHANGE IN RP/ENUE3 (]

rtuCrES ource "Thousands of Doll
Fscsral Receipts 1 1
1% SE Match . 0 |

'QOE GF/Program Receipts '
:C37G-, Merital Health 1
Ciner
TOTAL |

Estimate of any current year (Fy 36) cost Nono
_Positions
j Fuil-Tima

I ~rt-Tima

*amoeran/

———

——

1
1

ANALYSIS; - (Attach a Separata papa if necessary)

. * - sse attached analysis.
| |
1

Prepared by:  C. S. Christensen IIl, Staff Counsel
Apency. Alaska Coun System

Approved by:

Arthur H. Snowden, I, Administrative Director {<?

ADMIN' ACCOUNT

_ CCMFCNEMT S ERIAL NC.

(
No. 7
Bill’Version:

(H) Publish Date:

BILL NO. HB 204

Alaska Court System
Trial Courts

753

lars)

FY 00 FY ol

ars)

Date:

Date:

© O M MITT Bk 10 PROVIDE ALL DISTRIBUTICN COMES T SOVERNOR'S LEGISTATIVE OFFICE

aiww

CSHB 2Q4(FIN)
2128196

Fy 02

02/21/96

02/21/36



Alaska Court System
Fiscal Analysis
HB 204

HB 204 provides that a person who is at least 13 years of age but not yet 21 years of ago commits the
offense of minor operating a vehicle after consuming alcohol if the person operates or drives a motor
vehicle or operates an aircraft or a watercraft after having consumed any quantity of alcohol. This
offense is an infraction punishable by afine of not more than 31000, community work service, or both.

If a person under arrest for the offense of minor operating a vehicle after consuming alcohol refuses to
submit to a chemical test of the person's breath, the refusal is an infraction punishable by a fine of not
more than $1GCO, community work service, or hoth.

If @ person who has been cited for minor operating a vehicle after consuming alcohol may not operate
a motor vehicle, aircraft, or watercraft during the 2- hours foIIowmg issuance of the citation. ~ Such
operation is an infraction punishable by a fine of not more than $1000, community work service, or

hoth.

According to the Division of Motor Vehicles, in FY 9/ it was notified by police officers of juveniie
alcohol or drug use more than 3200 times (this was done far purposes of revoking the minor's driver's
license or privilege to obtain a license pursuant to AS 23.15.133). The percentage of these esses in
which the minor-was operating a motor vehicle is unknown, but it is likely to have-been substantial.
Because the number of new cases that wiil be generated by HB 204 is unknown, this note dees not
reflect those costs. However, when experience with the changes made by HB 20" is obtained, the
court system may need to return to the legislature for accitional funding.

Page 2 of 2



Tony Knowles P.O. Box 110001
Juneau. Alaska 99811-0001
465-3500

Fax (907) 465-3532
State of Alaska
OFFICE OF THE GCOVERNOR
JUNEAU
February 27, 1995

The Honorable Gail Phillips
Speaker of the House
Alaska State Legislature
State Capitol
Juneau, AK 99801 -1182
Dear Speaker Phillips:
Linder the authority of ait. Ill, sec. IS, of the Alaska Constitution, I am transmitting a bill

relating to minors operating vehicles after consuming alcohol. Despite our best efforts to
date, the number of drunk drivers continues to rise in Alaska. The state needs new tools

to respond to the problem of drunk driving.

An important step in making our roads and other avenues of transportation safe is to focus
on high-risk drivers and let the police take them off the road before tragedy strikes. Two
particularly high-risk groups of drivers are those who operate commercial motor vehicles
and minors. The legislature addressed commercial motor vehicle operators in 1992,
passing stringent laws that keep commercial drivers off the roads when they are under the
influence of alcohol. The time has come to do the same with underage drivers, who
generally are not allowed under the law to possess or consume any alcohol.

This bill establishes a "zero tolerance level™ for minors who consume alcohol and then
operate a motor vehicle, aircraft, or watercraft. It does this by creating three new criminal
violations: "minor operating a vehicle after consuming alcohol,” "minor's refusal to
submit to a chemical test,” and "driving within the 24 hours after being cited for minor
operating a vehicle after consuming alcohol."”

These new offenses are only infractions and cannot result in jail time being imposed.
Instead, the penally is a fine of not more than S1,000, an order that the minor perform
community work service, or a combination of the two. An important feature of the
proposed new law is that the minor can be taken off the road and to a police station or
other location for the administration of a chemical test to determine the presence of

TRANSMITTAL LETTER
PAGE 1 of 2



The Honorable Gail Phillips
February 27, 1995
Page 2

alcohol in the minor's blood or breath. If the minor refuses to take the test, that is a
separate infraction, much like the misdemeanor crime of refusal we have for driving-
while-intoxicated cases.

This bill's amendments to AS 28.15.183 and 28.15.1S4 would make the minor's driver's
license or permit, privilege to drive, or privilege to obtain a license subject to
administrative revocation under those "use it, lose it" statutes.

Under the bill, a minor who is cited for driving after consuming alcohol is prohibited
from operating a motor vehicle, aircraft, or watercraft during the 24 hours after the
citation is issued. This will help ensure that the minor stays off the road or other avenues
of transportation while under the influence of alcohol.

I urge your favorable action on this bill.

Sincerely,

TRANSMITTAL LETTER
PAGE 2 of 2



BILL: HB 204 SHORT TITLE: DRINKING & DRIVING: MINORS & OTHERS
BILL VERSION: CSHB 204 (FIN) AM
SPONSOR(S): RULES BY REQUEST OF THE GOVERNOR

CURRENT STATUS: (S) FIN STATUS DATE: 05/01/96

TITLE: "An Act relating to the administrative revocation of a minor's license
' icle after

to drive, creating criminal offenses of minor operatin a veh

CONSUMING ALCOHOL, A MINOR'S REFUSAL TO SUBMIT TO CHEMICAL TEST, AND DRIVING
DURING THE 24 HOURS AFTER BEING CITED FOR MINOR OPERATING A VEHICLE AFTER
CONSUMING ALCOHOL OR REFUSAL TO SUBMIT TO CHEMICAL TEST: ESTABLISHING PENALTIES
FOR THESE OFFENSES: RELATING TO COURT ORDERED DRUG AND ALCOHOL SCREENING
EVALUATION, REFERRAL, AND PROGRAMS: RELATING TO IMPLIED CONSENT TO CERTAIN
TESTING IF OPERATING A MOTOR VEHICLE, AIRCRAFT, OR WATERCRAFT: RELATING TO AN
INSTRUMENT'S WORKING TOLERANCE IN A CHEMICAL BREATH TEST: RELATING TO THE
AUTHORITY OF A COURT TO IMPOSE A SUSPENDED SENTENCE AFTER FAILURE TO COMPLETE A
TREATMENT PROGRAM UPON CONVICTION OF FELONY DRIVING WHILE INTOXICATED OR FELONY
REFUSAL TO SUBMIT TO A CHEMICAL TEST: RELATING TO THE PERIOD OF TIME A COURT
MAY CONSIDER FOR DETERMINING PRIOR CONVICTIONS IN SENTENCING A PERSON CONVICTED
OF FELONY DRIVING WHILE INTOXICATED OR FELONY REFUSAL TO SUBMIT TO A CHEMICAL
TEST: AMENDING RULES 6 AND 32.1, ALASKA RULES OF CRIMINAL PROCEDURE, TO ALLOW
THE USE OF HEARSAY EVIDENCE BEFORE A GRAND JURY IN A PROSECUTION FOR FELONY
DRIVING WHILE INTOXICATED OR FELONY REFUSAL TO SUBMIT TO A CHEMICAL TEST AND TO
NOT REQUIRE A PRESENTENCE REPORT FOR A FIRST FELONY DRIVING WHILE INTOXICATED
OR FIRST FELONY REFUSAL TO SUBMIT TO A CHEMICAL TEST; AND PROVIDING FOR AN
EFFECTIVE DATE.

02/27/95 495 G)) READ THE FIRST TIME - REFERRAL(S)

02/27/95 495 (H) TRANSPORTATION, JUDICIARY

02/27/95 495 H) 5 ZERO FISCAL NOTES (2-ADM, 2-DPS, LAW)

02/27/95 496 (H) GOVERNOR'S TRANSMITTAL LETTER

03/17/95 773 (H) TRA RPT 5DP INR

03/16/95 174 H) DP: SANDERS, WILLIAMS, JAMES, MACLEAN

03/16/95 174 ) DP: MASEK

03/16/95 174 (H) NR: G.DAVIS

03/16/95 174 G)) 5 ZERO FNS (2-ADM, LAW, 2-DPS) 2/27/95

03/28/95 954 ) JUD RPT 6DP INR

03/28/95 954 () 1 DP: PORTER, FINKELSTEIN, B.DAVIS, GREEN

03/28/95 954 (H) DP: BUNDE, TOOHEY

03/28/95 954 (H) NR: VEZEY

03/28/95 954 (H) INDETERMINATE FISCAL NOTE (COURT)

03/28/95 954 (H) 5 ZERO FNS (2-ADM, 2-DPS, LAW) 2/27/95

03/28/95 954 (H) FIN REFERRAL ADDED

02/28/96 2904 (H) FIN RPT CS(FIN) NT 6DP

02/28/96 2905 (H) DP: HANLEY, MULDER, BROWN, NAVARRE

02/28/96 2905 (H) DP: PARNELL, KOHRING

02/28/96 2905 (H) INDETERMINATE FISCAL NOTE (COURT)

02/28/96 2905 (H) 5 ZERO FNS (2-ADM, 2-DPS, LAW)

04/24/96 3987 (H) RULES TO CALENDAR 4/24/96

04/24/96 3987 H) READ THE SECOND TIME

04/24/96 3988 H) FIN CS ADOPTED UNAN CONSENT

04/24/96 3988 (G)) AM NO I ADOPTED UNAN CONSENT

04/24/96 3989 (H) AM NO 2 ADOPTED Y30 NI10

04/24/96 3992 AM NO 3 ADOPTED UNAN CONSENT

(H)
04/24/96 3992 (H) AM NO 4 FAILED Y19 N2I

04/24/96 3995 (H) AM NO 5 ADOPTED UNAN CONSENT
04/24796 3995 (H) ADVANCED TO THIRD READING UNAN CONSENT
04/24/96 3995 (H) READ THE THIRD TIME CSHB 204(FIN) AM



04/24/96
04/24/96
04/24/96
04/26/96
04/26/96
04/26/96
04/26/96
04/26/96
04/26/96
04/26/96
04/26/96
04/27/96
04/27/96
05/01/96
05/01/96
05/01/96
05/01/96
05/01/96

3995
3995
3996
4047
4048
4048
4048
4054
4054
4054
4078
3619
3620
3745
3746
3746
3746
3746

P L T e L T P e e P Y
DL UDLUDLWUDLUDLOUDVMIT T T T T I
e e e e e e e e e e e e — ——

PASSED Y38 NI Al

EFFECTIVE DATE(S) SAME AS PASSAGE
PORTER NOTICE OF RECONSIDERATION

RECON TAKEN UP - IN THIRD READING
RETURN TO SECOND FOR AM 6 UNAN CONSENT
AM NO 6 ADOPTED UNAN CONSENT
AUTOMATICALLY IN THIRD READING

PASSED ON RECONSIDERATION Y36 E4
EFFECTIVE DATE(S) SAME AS PASSAGE

COURT RULE(S) SAME AS PASSAGE
TRANSMITTED TO (S)

READ THE FIRST TIME - REFERRAL(S)

JUD, FINANCE

JUD RPT SCS  4DP INR SAME TITLE
ZERO FISCAL NOTE TO SCS (DHSS)

PREVIOUS H INDETERMINATE FN (COURT)
PREVIOUS H ZERO FNS (LAW, DPS, ADM-2)
REFERRED TO FINANCE



( SENATE COMMITTEE REPORT
First Committee of Referral

DATE: 4/27/96 FURTHER: Finance
DATE TURNED INTO OFFICE: - ~j,
The Judiciary Committee considered ~ CS FOR HOUSE BILL NO. 204(FIN) am

Relating to the administrative revocation of a minor’s license to drive.

and recommends: Senate Bill:
[ ]same title
[uTbe replaced with CS Qs» Lxi1>h ) [ ] new title
House Bill:
[ ] adopt previous CS ( ) [‘d'same title
[ ] technical title
[ ] attached amendment(s) [ 1new: SCR"____
f ] adopt Letter of Intent by _ .Committee
[ J further referral to the Committee
SIGNING QQ. PASS DP OTHER RECOMMENDATIONS NR DNP AM
I
/
/
CHAIR: T JrljL* (, ( - [l CHAR:
NEW FISCAL NOTE(S): o PREVIOUS FISCAL NOTE(S):* _
Department Date  Zero Fiscal Department Date  Zero Fiscal
Polr %)t
C-Ctjxr ) [l
mo Skh
| t
Ik dWc / -

[ ] APPROPRIATION - no fiscal note #inoucefiscal notes accompanying Governor's bill









OUSE COMMITTEE REPOTr |

I(Di;'ze Referred: March 30, 1995 FURTHER REFERRALS:

Date of Committee Action: O \o

The FINANCE Committee considered: HB 207
HOUSE BILL NO. 207 ADJUSTMENTS TO OIL AND GAS ROYALTIES

"An Act relating to adjustments to royalty reserved to the state to encourage otherwise uneconomic production
of oil and gas; relating to the depositing of royalties and royalty sale proceeds in the Alaska permanent fund;
and providing for an effective date."

recommends it be replaced . X [ Jthe same title
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ANALYSIS:  (Attach a separate page if necessary)

This Bill would grant the Commissioner of Natural Resources hroad authority to reduce the royalty terms
of an oil and gas lease if such reduction would allow new commercial development, prolong field life, or
reestablish commercial production from idle leases. The reduction could be no greater than the
percentage required to deposit royalty income under the intial lease terms into the permanent fund. The
net impact of this provision will be to insure that the permanent fund share under the original lease terms
will be covered in the event of reduction in royalty rate . In theory, the ability to grant royalty relief should
raise the cash bids on new leases.

New production from this royalty reduction would most likely pay little severance tax hecause the
Economic Limit Factor is designed to provide almost total tax relief to the kind of marginal fields this
legislation is aimed at benefiting. Each new barrel of production would be subject to the S.05/bbl or
S.03/bbl hazardous release surcharge (depending on the balance in the 470 fund) and the S.004/bbl
conservation tax. The impact on the corporate income tax would be too small to measure because of
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FISCAL NOTE
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Sponsor; House Rules Committee
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ATTACHMENT FOR FISCAL NOTE - HB207
REDUCE ROYALTY SHARE/HOLD PERMANENT FUND "HARMLESS"

Implementation of this legislation will create an increased workload for the Division of Oil & Gas.
We anticipate that some of the applications will be analyzed within the Division and many will
require analysis by third parties (the bill provides that third-party costs will be paid for by the
companies). Because of the extremely sensitive and confidential nature of the data a considerable
amount of interaction between the third-party contractor and the state will be needed.
Furthermore, the bill requires that applicants make a clear and convincing showing of the need for
royalty reduction, so the Division will need to evaluate the economic, geological and engineering
data submitted for compliance with theilaw prior to seeking the assistance of a third party.

Because this legislation contains pro”sions that may cause the terms of the application to vary
over time, any approved application will need to be monitored on a continuing basis. We expea
this program to have broad appeal, however, we cannot anticipate how many applications will be
submitted or when they will be submined.

An exempt Petroleum Engineer, Range 26A, will provide the broad background that will be
needed to evaluate these proposals effectively. This position will need to be skilled not only in
Petroleum Engineering, but will also need to have extensive knowledge of petroleum geology and
petroleum economics. The salary cost of this position will be approximately S90.6 the first year,
including benefits. Additional, minor expenses such as travel, contractual and supplies will be
required which we estimate will not exceed S15.0. This position and the associated costs are our
estimates of the funding needed to get the program started; if many applications are received,
other positions may be required. We assume that each application will take between 4-6

emplovee-months to evaluate.

This legislation will efifea state operating revenues in an unquantifiable manner (the Permanent
Fund share is not affeaed by this legislation). This legislation gives the commissioner authority to
grant royalty reduction which, on its face, would seem to indicate a decrease in revenue.
However, since the purpose of this legislation is to promote development of fields that would not
otherwise be produced, the net efifea on state revenues should be positive. As aresult of this
legislation we are gaining new revenues based on this new produaion (albeit at a somewhat
reduced rate from currently producing fields).

Page 2 of 2
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FISCAL NOTE He 207

(H) Publish Dale: 2/27/95
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COMPONENT SERIAL NO. 109
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0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0

No additional costs or significant impact is anticipated with the implementation of this proposed
legislation upon the Alaska Permanent Fund Corporation .

m 1
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CS FOR HOUSE BILL NO. 207( )

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL

FOR AN ACT ENTITLED

WORK DRAFT

9-GHO039VH u
Chcnowecth
4/12/95

"An Act relating to adjustments to royalty reserved to the state to encourage

otherwise uneconomic production of oil and gas;, and providing for an effective

date."

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

* Section 1. AS 38.05.180(j) is amended to read:

(i) 'he [TO PROLONG THE ECONOMIC LIFE OF AN OIL AND GAS

FIELD OR TO REESTABLISH COMMERCIAL PRODUCTION OF SHUT-IN OIL

OR GAS THAT WOULD NOT OTHERWISE BE ECONOMICALLY FEASIBLE,

THE] commissioner

(1)

mav

[SHALL ADOPT REGULATIONS TO] allow reduction

royalty on individual leases, leases unitized ao-dosepibed-wi fp) of this section,

leases subject to an agreement described in Is) or ft) of this section, or interaste

unitized under AS 31.05

(A) to allow for production from an oil or gas field, nool. or

N ew T ext U nder
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portion of a field or pool if

(i) the oil or gas field, pool, or portion of the field or
pool has been sufficiently delineated to the satisfaction of the
commissioner:

(i) the field, pool, or portion of the Held or pool has
not previously produced oil or gas for sale: and

(iii) oil or gas production from the field, pool, or
portion of the field or pool would not otherwise be economically
feasible:

(B) to prolong the economic life of an oil or gas field, pool,
or portion of a field or pool as per barrel or barrel equivalent costs
increase or as the price of oil or gas decreases, and the increase or
decrease is sufficient to make future production no longer economically
feasible: or

(@ to reestablish production of shut-in oil or gas that would
not otherwise be economically feasible:

(2) [ THE COMMISSIONER] may not grant a reduction of royalty
unless the lessee Or lessees requesting the reduction make [MAKES] a clear and
convincing showing that a reduction of royalty meets the requirements of this
subsection and is in the best interests of the state:

(3) shall [THE REVENUE FROM THE LESSEE'S SHARE OF ALL
HYDROCARBONS PRODUCED FROM THE FIELD IS AND IS LIKELY TO
CONTINUE TO BE INSUFFICIENT TO PRODUCE A REASONABLE RATE OF
RETURN WITH RESPECT TO THE LESSEE'S TOTAL INVESTMENT IN THE
FIELD. THE COMMISSIONER MAY] condition any [A] royalty modification
[REDUCTION] granted under this subsection in any way necessary to protect the
state's best interests: the commissioner shall provide for an increase or decrease
or other modification of the state's royalty share bv a sliding scale royalty or
other mechanism that shall be based on a change [INTEREST, INCLUDING
RESTORATION OF THE STATE'S ROYALTY SHARE IN THE EVENT OF AN

INCREASE] in the price of oil or gas and mav also be based on other relevant

CSHB 207( ) -2-
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factors such as a change in production rate, projected ultimate recovery,
development costs, and operating costs;

(4) mav not grant a royalty reduction for a field, pool, or portion
of a field or pool

(A) under of this subsection that exceeds 75 percent
of the royalty originally specified in a lease entered into under the
provisions of (D of this section or AS 38.05.134;

(B) under (DfB)or (DfCI of this subsection that exceeds 90
percent of the royalty originally specified in a lease entered into under the
provisions of ff) of this section or AS 38.05.134:

(5) shall require the lessee or lessees to submit, with the application
for the royalty reduction, financial and technical data that demonstrates that the
requirements of this subsection are met: the commissioner

(A) mav require disclosure of only the financial and
technical data relating to production that is reasonably available to the
applicant: and

(B) shall keep the data confidential under AS 38.05.035(a)(9)
upon the lessee's request;

(6) mav require the lessee or lessees making application for the
royalty reduction to retain and pay for the services of a contractor, selected bv
the lessee or lessees from a list of qualified consultants in hydrocarbon production
and economics provided bv the commissioner, to assist the commissioner in
evaluating the application and financial and technical data: when the
commissioner requires the lessee or lessees to retain the services of a contractor,
the commissioner shall determine the relevant scope of the work to be performed
byyh~"Q Ptractor;

(7) shall make and publish a maWetT preliminary findings and
determination on the royalty reduction application, give reasonable public notice
of the wfttgrf preliminary findings and determination, and invite written public
comment to the ikMtICtf preliminary findings and determination during a 30-day

period for receipt of public comment:

-3- CSHB 207( )
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(8) shall, within 30 days after the close of the public comment

period under (7) of this subsection.

(A) prepare a written summary of the public response to the

commissioner's written preliminary findings and determination;

fwt>
(B) make a written final findings and determination;.*”

eomnMMiowep'o-written final findings and dettmiinatinn pn nai'id Tndtr

jhjggghjw BB iill pegapdina revaltt' redaction ia final and not appealable

to the court: and

(C) with the applicant’s consent, amend the applicant's lease

or unitization agreement consistent with the commissioner’s final decision:

(9) shall
(A) transmit a copy of thejmritieff final findings and

determination to the lessee; and

(B) make copies of the m itWf final findings and

determination available to

(@ a per an who submitted written comirent m;ier
(7) of this subsection and who has filed a written request for the
copies;

(ii; the presiding officer of each house [ BEFORE
APPROVING A ROYALTY REDUCTION, THE COMMISSIONER
SHALL MAKE A WRITTEN FINDING THAT THE STATE HAS
OBTAINED THE MAXIMUM POSSIBLE ECONOMIC RETURN
THAT IS COMPATIBLE WITH ALLOWING A REASONABLE
RATE OF ECONOMIC RETURN FOR THE LESSEE, AND SEND
COPIES OF THE FINDING TO ALL MEMBERS] of the legislature;

(iih) the chairs of the legislature's standing
committees on resources; and

(iv) the chairs of the legislature's special committees
on oil and gas, if anv:
(10) is not limited bv the provisions of AS 38.05.134(3) or (D of this

section in the commissioner's determination under this subsection.

CSHB 207( )
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* Sec. 2. AS 38.05.180(p) is amended to read:

(p) To conserve the natural resources of all or a part of an oil or gas pool,
field, or like area, the lessees and their representatives may unite with each other, or
jointly or separately with others, in collectively adopting or operating under a
cooperative or a unit plan of development or operation of the pool, field, or like area,
or a part of it, when determined and certified by the commissioner to be necessary or
advisable in the public interest. The commissioner may, with the consent of the
holders of leases involved, establish, change, or revoke drilling, producing, and royalty
requirements of the leases and adopt regulations with reference to the leases, with like
consent on the pan of the lessees, in connection with the institution and operation of
a cooperative or unit plan as the commissioner determines necessary or proper to
secure the proper protection of the public interest. The commissioner mav not
reduce royalty on leases in connection witha cooperative orunit plan except as
provided in (i) of this section. The commissioner mayrequire oil and gas leases
issued under this section to contain a provision requiring the lessee to operate under
a reasonable cooperative or unit plan, and may prescribe a plan under which the lessee

must operate. The plan must adequately protect all parties in interest, including the

state.

* Sec. 3. AS 38.05.180(s) is amended to read:

(s) When separate tracts cannot be individually developed and operated in
conformity with an established well-spacing or development program, a lease, or a
portion of a lease, may be pooled with other land, whether or not owned by the state,
under a communication or drilling agreement providing for an apportionment of
production or royalties among the separate tracts of land comprising the drilling or
spacing unit when determined by the commissioner to be in the public interest.
Operations or production under the agreement are considered as operations or
production as to eacii lease committed to the agreement. The commissioner may not
reduce royalty on leases in connection with a communi/ation or drilling

agreement except as provided in (i) of this section.

* Sec. 4. AS 38.05.180(t) is amended to read:

(t) The commissioner may prescribe conditions and approve, on conditions,

-5- CSHB 207( )
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drilling, or development contracts made by one or more lessees of oil or gas leases,
with one or more persons, when, in the discretion of the commissioner, the
conservation of natural resources or the public convenience or necessity requires it or
the interests of the state are best served. All leases operated under approved drilling
or development contracts and interests under them, are excepted in determining holding
or control under AS 38.05.140. The commissioner mav not reduce royalty on a
lease or leases that are subject to a drilling or development contract except as
provided in (j) of this section.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

CSHB 207( ) -6-
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AMENDMENT (

OFFERED IN THE HOUSE
TO: CSHB 207( ) Version"H" Dated 4/12/95

Page 3, following line 31:

Insert
"(8) shall make copies of the written preliminary findings and

determination available to

(A) the presiding officer of each house [ BEFORE
APPROVING A ROYALTY REDUCTION, THE COMMISSIONER SHALL
MAKE A WRITTEN FINDING THAT THE STATE HAS OBTAINED THE
MAXIMUM POSSIBLE ECONOMIC RETURN THAT IS COMPATIBLE
WITH ALLOWING A REASONABLE RATE OF ECONOMIC RETURN
FOR THE LESSEE, AND SEND COPIES OF THE FINDING TO ALL
MEMBERS| of the legislature;

(B) the chairs of the legislature's standing committees on
resources; and

(C) the chairs of the legislature's special committees on oil

and gas, if any;"

Renumber the following paragraphs accordingly.

Page 4, lines 14 - 29:
Delete
(B) make copies of the written final findings and
determination available to
(> a person who submitted written comment under

(7) of this subsection and who has filed a written request for the

copies;
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9-GHO039VH.5

(if) the presiding officer of each house [ BEFORE
APPROVING A ROYALTY REDUCTION, THE COMMISSIONER
SHALL MAKE A WRITTEN FINDING THAT THE STATE HAS
OBTAINED THE MAXIMUM POSSIBLE ECONOMIC RETURN
THAT IS COMPATIBLE WITH ALLOWING A REASONABLE
RATE OF ECONOMIC RETURN FOR THE LESSEE, AND SEND
COPIES OF THE FINDING TO ALL MEMBERS] of the legislature!

@ii)  the chairs of the legislature’s standing
committees on resources; and

(iv) the chairs of the legislature's special committees

on oil and gas, if anv:"

"(B) make copies of the written final findings and

determination available to a person who submitted written comment

under (7) of this subsection and who has filed a written request for the

£2Biefi"”
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AVENDMENT 27

OFFERED IN THE HOUSE
TO: CSHB 207( ) Version "H" Dated 4/12/95

Page 3, after line 31:

Insert:

"(8) shall offer to appear before the Legislative Budget and Audit
Committee on a day that is not earlier than 10 days and not later than 20 davs
after giving public notice under (7) of this subsection, to provide the committee,
In executive session, a review of the commissioner's written preliminary findings
and determination on the royalty reduction application: if the Legislative Budget
and Audit Committee accepts the commissioner's offer, the committee shall give
notice to all members of the legislature of the committee's meeting in executive
session with the commissioner, and any member of the legislature mav attend the

executive session:1

Renumber the following paragraphs accordingly.
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AMENDMENT

OFFERED IN THE HOUSE
TO: CSHB 207( ) Version "H" Dated 4/12/95

Page 4, lines 5-8:
Delete "the commissioner's decision prepared under this subparagraph regarding
royalty reduction is final and not appealable to the court:"
Insert "the commissioner's decision prepared under this subparaeraph
(D is. as to the applicant final and not appealabU to
the superior court:
(i) mav be appealed to the superior court bv
person who submitted written comment under (7) of this section,
but the appeal is limited to a determination that the
commissioner's decision is constitutional and was not arbitrary,

capricious, or confiscatory;"

-

C
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AMENDMENT A %j

OFFERED IN THE HOUSE
TO: CSHB 207( ) Version "H" Dated 4/12/94

O row > \nM\
Page 4, line 7, after "reduction™:

Insert
"(i) mav not approve a royalty reduction unless the

commissioner finds that the proposed royalty reduction will
provide the state the maximum economic return that is possible
under the circumstances: and
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AMENDMENT A~

OFFERED IN THE HOUSE
TO: CSHB 207( ) Version "H" Dated 4/12/95

Page 3, line 16:

Delete "and"

Page 3, line 18, after "request;"

Insert "and
(E1 shall prepare and make public a summary of the

economic, financial, and technical data on which a royalty modification is
based that enables the public to evaluate whether the commissioner’s

decision serves the best interests of the state;"
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AMENDMENT

OFFERED IN THE HOUSE
TO: CSHB 207( ) Version "H" Dated 4/12/95 IE
1 Page 3, line 5
2 Delete "75 percent"
3 Insert "60 percent"



i 3805130 Alaska Statutes Supplement i 3805180

Sec. 38.05.180. Qil and gas leasing, a' The Ieglslature finds that
<l the people of Alaska have an interest in the development of the
states oil and gas resources to _

Ai maximize the economic and physical recovery of the resources;

B' maximize competition among parties seeking to explore and
develop the resources; _

0 maximize use of Alaska's human resources in the development

[ the resources:

it is in the best interests of the state to encourage an assessment
of'its oil and gas resources and to allow the maximum flexibility in the
methods of issuing leases to _ _

A* recognize the many varied ?eogr_aphlcal regions of the state and
the_different costs of exploring for oil and gas in these regions;

B' minimize the adverse impact of exploration, development, pro-
duction, and transportation activity. .

*bi The commissioner shall biennially Prepare and submit to the
legislature, hetween the first and the 15th day of the first regular
session of each legislature, a five-year proposed oil and dgas leasing
program consisting of a schedule of proposed lease sales an speufymg
as precisely as practicable the location of tracts proposed to be offere
for oil and ‘gas leasing during the calendar year in which the proposed
grogram IS submitted to the legislature and the following four calen-

ar years. o o :

ic> Except as provided in id) and (w> of this section, an oil and gas
lease sale may not be held unless it was included in the proposed
leasing programs submitted to the Ieglslature during the two calendar
years preceding the year in which the sale is held. A lease sale may
not be held before the date it is scheduled in the proposed oil and gas
Ieasm% program, . . .

od) The commissioner may issue oil and gas leases in an area that
has not been included 1. a leasing program submitted, in accordance
with 'bi of this section, to the legislature if the land to be leased
| 11 was previously subject to a valid state or federal oil and gas
ease; . .

i is contiguous to land already under state, federal or private
lease and the commissioner makes a written finding, after hearing,
that leasing of the land would result in a substantial probability of
early evaluation and development of the land to be leased:;

J>is adjacent to land owned or controlled by another part% on
which a discovery of commercial quantitiea of oil or %as has been
made, and the commissioner finds, after hearing, that there is a rea-
sonable probability that the land to be leased contains oil or gas in
communication with the oil or gas discovered on the land of the other

arty;
g i4*y is adjacent to land included in the federal five-year Outer Conti-
nental Shelf leasing program under 43 U.S.C. 1344, and the commis-
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sioner makes a written finding, after hearing, that coordinated or
simultaneous leasing with the lederal government is in tne public
interest: or , o _

(5) Is the subject of an oil and gas exploration license issued unaer
AS 38.05.131 - 36.05.134, o .

m Simultaneously with submission of the Ieasm? program re-
quired under «+of this section, the commissioner shall submit lo the
legislature a report containing the following: _

<l the schedule of all lease sales held during the preceding calen-
dar year, the bidding method or methods utilized and an analysis of
the results of the bidding; o

(2) if determined, a description of the bidding methods to be used
for all lease sales to be heid during the current and next two succeed-
ing calendar years; o

%3) the reasons a particular blddlngi method has been selected.
< Except as provided by AS 38.05.131 — 38.05.134, the commis-
sioner may issue oil and tgas leases on state land to the highest respon-
sible qualified bidder determined by competitive bidding under regu-
lations adoPted by the commissioner. Bidding may be by sealed bid or
according to any other bidding procedure the commissioner deter-
mines is In the best interests of the state. Whenever, under any of the
leasing methods listed in this subsection, a royalt)r_ share is reserved
to the state, it shall be delivered in plPe_Ilne quality and free of alt
lease or unit expenses, mcludm? but not limited to separation, clean-
ing, dehYdr_atlon, athering, salt water dlsPosal, and preparation for
transportation ofTthe lease or unit area. Fol owmg aPre-saJe analysis,
thethcodmmlssmner may choose at least one of the following leasing
methods:

1) a cash bonus bid with a fixed royalty share reserved to the state
of not less than 12.5 percent in amount or value of the production
removed or sold from the lease;

<)) a cash bonus bid with a fixed royalty share reserved to the state
of not less than 12.5 percent in amount or value of the production
removed or sold from ‘the lease and a fixed share of the net profit
derived from the lease of not less than 30 ﬁercent reserved to the state:

(SZ)_a fixed cash bonus with a royalty share reserved to the state as
the bid variable but no less than 12.5 percent in amount or value of
the production removed or sold from the |ease; o

(4) a fixed cash bonus with the share of the net profit derived from
the lease reserved to the state as the bid variable:

15) a fixed cash bonus with a fixed royalty share reserved to the
state of not less than 12.5 percent in amount or value of the Eroduc-
tion removed or sold from the lease with the share of the nel Broflt
derived from the lease reserved to the state as the bid varianle:

(6) a cash bonus bid with a fixed royalty share reserved to the state
based on a sliding scale according to the volume of production or other
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factor but in no event less than 12.5 percent in amount or value of the
production removed or sold from the lease;

(7* a fixed cash honus with a royalty share reserved to the state
based on a sliding scale accordln% to the volume of production or other
factor as the bid variable but not less than 12.5 percent in amount or
value of the production removed or sold from the lease.
|?| The share of the net profit derived from a lease reserved to the
state under ifi of this section is royalty sale proceeds for the purposes
of the Alaska permanent fund under AS 37.13.010.
~*h<The commissioner may include terms in any oil and gas lease
imposing a minimum work ‘commitment on the lessee. These terms
shall be made public before the sale, and may include appropriate
Penalty,prowsmns to take effect in the event the lessee does not fulfill
he minimum work commitment. If it is demonstrated that a lease has
been proven unproductive by actions of adjacent lease holders, the
commissioner may set aside a work commitment. The commissioner
may waive for a period not to exceed one two-year period any term ofa
minimum work commitment if the commissioner makes a written
flndlng either that conditions preventing drilling or exploration were
beyond the lessee's reasonable ability to foresee or control or that the
lessee has demonstrated through good faith efforts an intent and abil-
ity to drill or develop the lease during the term of the waiver.

(it The commissioner may Prowde for the establishment of an ex-
ploration incentive credit system under which a lessee of state land
drilling an exploratory well'on that land may earn credita based upon
the footage drilled and the reglon in which’the well is situated. The
commissioner may also provide for credits to be earned by persona
performing %eophysmal work on state land, if that work is performed
dunng the two seasons immediately preceding an announced lease
sale and on Jand included within the sale area and the geoPhysmal
information is made public following the sale. Credits may not exceed
50 percent of the cost of the d_rlllmgz or geophysical work. Credita may
be used during a limited period established by the commissioner and
may be assigned during that period. Credits maz be applied against
11) 0il and gas royalty and rental payments payable to the state or (2)
taxes payable under AS 43.55, A crédit may not exceed 50 percent of
the anment toward which it is being ap’plled. Amounts due the
Alaska permanent fund (AS 37.13.010) shall be calculated hefore the
application of credits under this subsection. _

R%PV"M M ~the economic life ofan oil and gas field or to reestab-
lish commercial production of shut-in oil or gaa that would not other-
wise be economlcaII}/_ feasible, the commissioner shall adopt requla-
tions to allow reduction of roYaIty on leases. The commissioner may
mot grant a reduction of royalty unless the lessee requesting the re-
Suction makes a clear showing that the revenue from the lessee's
Ifoare of all hydrocarbons produced from the field is and is likely to

A
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Continue to be insutTicient to produce a reasonable rate of return with
respect to the lessee s total investment in the field . *commissioner
may condition a royalty reduction granted unu ;s subsection in
an¥ way necessary fo protect the state's interest, inc.udinp, restoration
of the state's royalty share in the event of an increase in the price of
oil or gas. Before approving a royalty reduction, the commissioner
shall make a written' finding thaf the state has obtained the maxi-
mum possible economic return that is compatible with allowing a
reasonable rate of economic return for the lessee, and send copies of
the ftndtngfD all members of the legislature.

_tk) The commissioner shall define all terms and adopt all regula-
tions necessary for a reasonable understanding and evaluation of a
Partlcular bidding method before the public announcement of the
erms of proposed sale er_nploymg that method. .

(ft Subject to the provisions of AS 31.05, the commissioner has dis-
cretion to enter into an agreement whereby, with the consent of the
lessee, the state's royalty share of oil and gas production may be
stored or retained in Storage by the lessee, or the commissioner may
enter into an agreement with one or more of the affected field lease
holders to_ trade current royalty production from a field for a like
amount, kind, and quality of future production, on the condition that
the state receives back ifs stored or traded royalty share during the
first halfof the estimated field life or no later than "5 years after start
of production, whichever is sooner,

(m) An oil and gas lease must cover a reasonably compact area not
exceeding 5,760 acres, and may be for a maximum period of 10 years,
except that the commissioner may issue a lease for a period nat less
than five years upon a finding that it is in the best interests of the
state. An 0il and gas lease shall be automatically extended if and for
s0 long thereafter as oil or gas is produced m,inaymg quantities from
the lease or if the lease is committed to a unit approved by the com-
missioner. A lease issued under this section covering land on which
there is a well capable of producing oil or 8as m_Paylng quantities
does not ex?lre because the lessee fails to produce oil or gas unless the
lessee is allowed reasonable time to place the well on a producing
status. Upon extension, the commissioner may increase lease rentals
s0 long as the increased rental rate does not exceed 150 percent of the
rate for the E)reced.mg year. If drlllln%l has commenced on the expira-
tion date of the primary term of the Tease and is continued with rea-
sonable diligence, including such operations as redrilling, sidetrack-
mq, or other means necessary to reach the originally proposed hottom
hole location, the lease continues in effect unfil 90 days after drilling
has ceased and for so long thereafter as oil or gas is produced in
paying quantities. An oil and gas lease issued under this section
which”is subject to termination by reason of cessation of production
does not terminate if. within 60 days after production ceases, rework-
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ing or drilling operations are commenced on the land under lease and
are thereafter conducted with reasonable diligence during the period
of nonproduction. , ,
in»The commissioner may establish by regulation that after a well
has been plugged and abandoned, the rental rate which was in effect
during the year of abandonment is maintained for the remainder of
the term. Rental is payable in advance and continues until income to
the state from royalty or net profit share exceeds rental income to the
state for that year. Oil and gas leases shall provide for payment to the
-tate of rental on the following basis:
>|i for the first year, $1.00 8er acre;
21 for the second year. $1.50 per acre;
'3) for the third year. $2.00 per acre;
4> for the fourth year, $2.50 per acre;
'5" for the fifth and following years, $3.00 per acre.
ioi1'pon tlmeI% application as provided b)( requlation, the state
may issue to the holder of a federal or private lease, a state shoreland
lease covering land within the exterior boundaries of the federal or
private lease which has been excluded on the hasis of navigability or
which is later administratively oi judicially determined to be shore-
land. The term of such a state shoreland lease shall be the same as the
term of the federal or private lease. ,
V& '«irm«**IHB&T!IIGral resources of all or a part ofan oil or gas
pool, field, or like area, the lessees and their r_eﬁresentatl_ves may
unite with each other, or jointly or separately with others, in collec-
tlveIY adopting or operatln% under a cooperative or a unit plan of
development or operation ofthe pool, field, or like area, or a part of it,
when determined and certified by the commisaioner to be necessary or
advisable in the public interest. The commissioner may, with the Con-
sent of the holders of leases involved, establish, change, or revoke
drlllln% producing, and royaltK requirements of the leases and adont
requlations with reference to the leases, with like consent on the part
of the lessees, in connection with the Institution and operation of a
cooperative or unit plan as the commissioner determines necessary or
proper to secure the proper protection of the public interest. The com-
missioner may require oil and gas leases issued under this section to
contain a provision requiring the lessee to operate under a reasonable
Cooperative or unit pltn. and may prescribe a plan under which the
>erate. The plan must adequately protect all parties in
iding the state. _ , o
authorized by (pi of this section, which includes land
owned by the state, may contain a provision vesting the commissioner,
0r a person, committee, or state agency, with autharity to modify from
time to time the rate of prospecting and development and the quantity
and rate of production under the plan. All L-ases operated under a
plan approved or prescribed by the commissioner are excepted in de-
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termining holdings or control under AS 38 05.140. The provisions of
this section concermng cooperative or unit plans are in addition to and
do_not jffect AS 31 05. , _

“ir» Producing acreage on a known geologic structure of a producing
oil or gas field"is excluded fom chargeability as against the acreage
limitation provisions of AS 38.05 140.

isi When separate tracts cannot be individually developed and oper-
ated in conformity with an established well-spacing or development
Frogram, a lease, or a portion of a lease, may be pooled with other
and, whether or not owned by the state, under a communization or
drilling agreement providing for an aPportlonme_nt of Rrodu_ct_lon or
royalties among the 'separate tracts of land comprising the drilling or
spacing unit when determined by the commissioner to be in the public
interest. Operations or production under the agreement are consid-
ered as operations or production as to each lease committed to the
agreement. , o

“<» The commissioner may prescribe conditions and approve, on con-
ditions, drilling, or devquPment contracts made by one or mo;e les-
sees of oil or gas leases, with one or more persons, when, in the discre-
tion of the commissioner, the conservation of natural resources or the
public convenience or necessity requires it or the interests of the state
are best served. All leases opérated under approved drilling or devel-
opment contracts and interests under them, are excepted in"determin-
ing holding or_control under AS 38.05.140.

%u To avoid waste or to promote conservation of natural resources,
the commissioner may authorize the subsurface storage of oil or gas
whether or not produced from state land, in land leased or subject to
lease under this section. This authorization may provide for the pay-
ment of a stora(];e fee or rental on the stored oil or gas, or, instead of
the fee or rental, for a royalty other than that prescribed in the lease
when the stored oil or gas IS produced in conjunction with oil or gas
not Prevmusly produced. A lease on which storage is so authorized
rhall be extended at least for the period of storage and so long thereaf-
ter as oil or gas not previously produced is produced in paying quanti-

ties.

V) [I\Fleepealed, §36 ch 94 SLA 1980.) . .

w% otwithstanding any other provisions of this section, land
which has been offered for" lease within the previous five years and
which received no bids at competitive sale or for which no bid was
accepted may be, at the discretion of the commissioner, immediately
offered for lease, under regulations adopted by the commissioner,
upon terms appearing most advantageous to the state; however, non-
competitive leasing is prohibited. The commissioner shall establish a
royalty determined to be in the public interest but not less than 12 I'i
percent. A lease must provide for paymen_t to the state or rental but
r.eed not adhere to the rental schedule in in) of this section nor to the
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1i,76D-dcres-per-lease iimitation in 'nr of this section. The lease term
may not exceed 10 years, except as provided in 'o*of this section.

iXi a lessee conducting or permitting any exploration for. or devel-
opment or production of. oil or gas on state land shall provide the
commissioner access to all noninterpretive data obtained from that
lease and shall prpwde_cqpes of that data, as the commissioner may
request. The confidentiality provisions of AS 38.05.035 apply to the
information obtained under this subsection.

tyi A noncompetitive lease existing at October 10. 1978 shall be
extended for a period of two years and so long thereafter as oil and gas
IS produced in" paying quantities. A noncompetitive lease extended
under this subsection Is subject to the regulations in force at the expi-
ration of the initial five-year term of the lease. No extension may he
?_ranted, however, unless within a period of 90 days before the expira-
lon date 3n application for extension is filed b_){ the record title holder
or an assignee whose assignment has been filed for approval, or an
operator whose operating agreement has been filed for approval.

izi No leases may be issued under this section without the inclusion
of the following language: The landowners' rok/alti/ share of the unit
production allocated to each separately owned tract shall be regarded
as royalty to be distributed to and among, or the proceeds of it paid to,
the landowners, free and clear of all unit expense and free ofanY lien
for it." Leases issued in violation of this subsection shall, for all pur-
poses. be construed as containing the language required by this sub-

ection,

~1aa) Within 90 days after the written request of a lessee of a lease
issued under this section or of a lessee of federal land from which the
state is entitled under applicable federal law to receive a share of the
royalty on gzas production, the commissioner shall enter into an agree-
ment with the lessee to use or accept the price for the gas established
in the contract between the lessee and a gas or electric utility as the
value of the state s royal 7 share of gas production sold by the lessee
under the contract = _ o ,

i) but onIF if the primary function of the utility with which the
lessee has entered into the contract is to provide, either directly or by
selling at wholesale to another utility, gas or electricity to the general
public, including residential consumers, within the utilities' service
areas, and the utility with which the lessee has entered into the con-
tract is not an affiliated interest, as that term is defined in AS
42.05.990. with the lessee or with a subsequent purchaser of more
than 10 percent of the utility's Eas or electricity; and

12> unless the commissioner makes a written finding, based on clear
and convmcmP evidence, that

CAt the confract price is unreasonably low;

(B) the prospective reduction in royalty receipts would not be bal-
anced by increased henefits to in-state gas and electric consumers;
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oC) the lessee and the utility are related in management, owner-
ship. or other aspect; and _ _

<Di the contract price is not in the best interest of the state.

*bb<In ‘aai of this section, _ _

“m 'gas or electric utility" includes an electric cooperative orga-
nized under AS 10 25. a municipal utility, and a gas or electric utility
re%ulated under AS 42.05; provided that if the contract gas is trans-
mitted to consumers_through a pipeline and the gas utility either
owns the pipeline or is related in ownership to the owner of the pipe-
line. then the ?as_utlllty qualifies as a "gas or electric utility" within
the meaning of this paragraph only if it is bound or agrees to"he bound
by the covenants set out in AS "38.35.120: _ .

2> "price for the gas established in the contract" includes tax reim-
bursement amounts, deliverability and other charges, and other forms
of consideration paid by the gas or electric utility under the contract:

3) "state's royalty Share of gas production"
! A& mlcglildes pavmenta on federal leases made to the state under 30

*B) does not include the state’s royalty share of gas production from
land Batented to the state under _
E_I L. 84-830, 70 Stat. 709 (Alaska Mental Health Enabling Act);
i> 38 Stat. 121-1 iAct of March 4, 1915): or
St“t“) 14%314U.S.C. 1635 in settlement of the claims of the state under 38

at, .

“ico The provisions of'aai of this section do not prohibit the commis-
sioner from accepting any payment on a federal lease tendered by the
federal agzency responsible for determination and transmittal of the
Payment 0 the state under 30 U.S.C. 191 or otherwise due the state aa
hé state's royalty share of gas production irrespective of the state's
acceFtance of the use of the contract price for purposes of determmlnﬂ
royat(; share on gas production under that subsection. (8 3(7[art VI
ch 169 SLA 1959 am § 18 ch 6i SLA 1960; am § 1ch 124 SLA 1962;
am 8 4 — 7.¢ch 30 SLA 1964; am § 20 ch 70 SLA 1964: am 5 2 ch 91
SLA 1967; am § 1ch 65 SLA 1969; am § 1ch 86 SLA 1970; am § 1¢h
155 SLA 1978: am § 16 ch 160 SLA 1978; am & 3, 4 ch 65 SLA 1979;
am § 6 ch 18 SLA 1980; am § 36 ch 94 SLA 1980: am & | — 5 ch 111
SLA 1980: am & 11.12 ch 161 SLA 1984:am S 1¢h 89 SLA 1985: am
§ 2.¢h55 SLA 1986; am *§ 3. 4 ch 124 SLA 1990; am § 5 ch 134 SLA
1990; am | 1— 3 ch 53 SLA 1993; am & 5, 6 ch 35 SLA 1994; am
§ 1ch 36 SLA 1994)

Revlsor'a notes. — In 1990. a refer- amendment u thia section, see I 1.ch. 55,
ence to imi of this section waj deleted SLA 1986. in the Temporary and Special
from the last sentence ofiwi of this section  Acts.
to correct a manifest error in * 4. ch. 124. For provisions superseding -sal and ibbi
SLA 1990. of this section that are applicable to the

Croee references. — For legislative state's share of royalty production of gaa
findings in connection with the 1986 produced after January 2.1959 and before
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elunr 12. 1991 from u'rtain federal le.isen.
eee * 4, ch 5J SLA I"ii,r, tm- li-mpu-
rary and Special Acts

Effect of amendments. — The fir-i

1990 amendment r>"r.. -ub>eaiun <<
and substituted "10 vears' for ‘five years’
en the lj-t -entente of subsection

The second 1390 amendment jubsti-
‘uted biennially" for "annually" jnd
15th day of the fir*t regular session of
each legislature ' for "fifteenth day of each
regular legislative se-.-ion" in subsection
b

The 1993 amendment. etTective June
12. 1993. in subsection aa'. inserted "or of
a lessee of federal land from which the
state is entitled under applicable federal
law to receive a share of the royalty on
gas production” and “or accept." added

A laska, Statutes Supplement
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ii.tr.icraoh 'l', added the paragraph '2i
designation, and redesignated former
paragraphs '1-4"' as present -ubpara-
graphs 2"A'-'2"D" respectively; in sub-
jection -bbi, rewrote paragraph <3»: and
added subsection i'c

The first 1994 amendment, effective
August 1994. n -ubsectton <d». made
minor stylistic changes and added para-
graph 5% jnd. in subsection '0. substi-
tuted "Except as provided by AS 38.05.131
- 1805 134. the" for "The" at the begin-
ning and made minor stylistic changes.

The second 1994 amendment, effective
May 10. 1994. in subsection ec> deleted
the former second and third sentences, re-
lating to leaae sale delaya and reschedul-
ings. respectively

NOTES TO DECISIONS

Purpose of section.

The assessment of the state soil and gas
resources serves jt least two legitimate
government objectives First, knowledge
of the production potential of state land in
various areas is critical to the determina-
tion of «,here development should occur

and where preservation is appropriate.
Second, knowledge of the oil and gaa pro-
duction potential of the state s lands pro-
motes the states economic welfare by
maximizing the amount n receives for the
leaae of ita landa. State v Arctic Slope Re-
gional Corp.. 834 P 2d 134 (Alajka 1991).

‘Sec. 38.05.183. Sale of royalty, (al The sale, exchange or other
disposal of a mineral obtained by the state aa a royalty under AS
38.05.18*2, OF the sale, exchange or other disposal in whole or in part of
a right to receive future mineral production under a state leaae under
this chapter, shall be by competitive bid and the sale, exchange or
other disposal made to the highest responsible bidder, except that
competitive bidding is not required when the commissioner, after
prior written notice to the Alaska Royalty Oil and Gas Development
Advisory Board under AS 38.06.050, determines that the best interest
of the state does not require it or that no competition exists.

<bi When competitive bids are required, the commissioner, after
prior written notice to the Alaska Royalty Oil and Gas Development
Advisory Board, may reject all bids ona determination that because of
the amount of the Dids, the lack of responsibility on the part of the
bidders, or for reasons consistent with the criteria set out in AS
38.06.070. the acceptance of the bids would not be in the best interest
of the state. o _

tci If the commissioner determines that a sale, exchange or other
disposal of a mineral obtained by the state as a royalty under AS
38.05.182 or of a right to receive future mineral production under a
state lease under this chapter shall be made otherwise than by com-
petitive bid. and the Alaska Royalty Oil and Gas Development Advi-
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February 14, 1995
MEMORANDUM

TO: Representative Joe Green
FROM: Gordon S. Harrison, Director j

RE: Oil and Gas Incentive Programs
Research Request 95.072

You asked for information on state statutory provisions designed to provide an incentive for
companies to explore for, develop, and produce oil and gas resources in Alaska. Specifically, you
asked for a report that includes "analysis of which incentives have, been used, and.why, along with
analysis of why the others have not been used; and any and all memoranda, findings of fact, or
writtendeterminations related to any approval or rejection of an application by a producer to use
one of the incentive programs.* This memorandum describes the major statutory incentives and
presents basic information on their use. We obtained the information primarily from the
administrators of the incentive programs. Included is a documentary record of all denials by the
Departrment of Natural Resources of applications for the benefits o f an incentive provision. This
documentary record, with an accompanying letter, was provided by TimEason, outgoing director
of die Division of Gil aNd GaS. We have had reither the time oor staff resources to undertake an
independent assessment of the reasons why companies have used or not used the various
incentives. Presumably companies have sought the benefit of an incentive when they thought their
projects met the basic statutory criteria for eligibility. \WWhether the state agencies administering the
incentives have unreasonably impeded access to them, or the incentives thenselves are inherendy
ineffective in stimulating oil and gas projects, are questions beyond the scope of this memorandum

Statutory oil and gas incentives and incentive programs involving exploration and royalties are
administered by the Department of Natural Resources (DNR). Incentives involving taxes are
administered by the Department of Revenue (DOR).
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Tax Incentives Administered by the Department of Revenue

Two major tax incentives for oil and gas projects are administered by DOR: the economic limit
factor (ELF) and the enhanced oil recovery (EOR) tax credit. Until December 31,1994, when the
provisiondied by way of anautomatic "sunset” clause, the department also administered a special
industrial investrment tax credit for gas processing facilities and mir iral developments.

Economic Limit Factor (ELF)

In Alaska, the nominal severance (production) tax rate on oil and gas is 15 percent of the gross
value at the point of production, except for properties initially coming into commercial production
after June 30, 1981, which pay 12.25 percent for the first five years of production. Under
AS 43.55.013, these nominal rates are multiplied by a factor that varies from O to 1 depending
upon the productivity of wells in the field and the overall productivity of the field. This factor is
the ELF, and it is derived from a complex formula that includes the average number of barrels
produced daily by each well, and the number of barrels produced daily by the entire field. If, for
exanple, the ELF calculation results in a factor of .6 on a field paying a nominal severance tax of
15 percent, the effective tax rate is 9 percent. The accompanying table shows the average daily
production, the nominal taxrate, the ELF, and the effective tax rate for all producing oil fields in
Alaska for calendar year 1994.

The ELF derives its name from, a basic purpose of the provisions it is intended to prolong
production froma declining fidd by reducing the tax burden as the field approaches its "economic
limit," which is the point at which operating costs (including taxes) equal gross revenue. However,
because the ELF comes into play well before afield is in the vicinity of its economic limit, it does
more than merely prevent the premature shutdown of afield. It also imparts to the basic severance
tax structure a progressive character. That is, it produces a higher tax on larger fields, which are
presumably more lucrative, and a lower tax on smaller fields, which are presumably more of a
marginal economic proposition. In this respect it mimics in an imperfect but general way a tax on
incorme, which economists usually consider to be the most efficient form of taxation. Therefore,
the ELF is abasic feature of the state's severance tax structure, rather than an addendum designed
to provide a special incentive. Nonetheless, the ELF creates a particularly strong set of economic
incentives for the oil and gas industry, and for thet reason it is included in this overview.
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DAILY GROSS PRODUCTION and SEVERANCE TAX RATES for
ALASKA OIL FIELDS
CALENDAR YEAR 1994
Daily Gross Nominal Average Effective
Production Severance  Economic Limit  Severance Tax
FIELD (bbls) Tax Rate (%)  Factor (ELF) Rate (=/)
NORTH SLOPE
Prudhoe Bay 971,000 15.00 .986 14.79
Kuparuk 305,400 15.00 .864 12.96
Pt. McIntyre- 100,600 12.25 907 11.11
Endicott 90,400 15.00 751 11.26
Lisburne 19,200 15.00 .000 0.00
Milne Point 12,200 15.00 .006 0.08
Niakuk 9,000 15.00 .035 0.53
Schrader P<hiif 2,900- 15.00 .000 0.00
North Prudhoe 2,300 12.25 .000 0.00
Bay
West Beach 1,500 12.25 .000 0.00
Sag Delta 900 12.25 .000 0.00
COOK INLET
McArthur River 36,300 15.00 .000 0.00
Middle Ground 6,700 15.00 .000 0.00
School
Granite Point 6,000 15.00 .000 0.00
Swanson River 4,400 15.00 .000 0.00
West McArther 2,400 15.00 .000 0.00
River
Trading Bay 2,100 15.00 .000 0.C?
Beaver Creek 400 15.00 .000 0.00

Source: Department of Revenue
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The table shows that only targe North Slope fields pay a significance severance tax: in 1994,
production from the Prudhoe Bay field was taxed at an effective rate of 14.79 percent; Kuparuk
at an effective rate of 12.96 percent; Endicott at an effective rate of 11.26 percent; and Pt
Mclntyre at an effective rate of 11.11 percent. Two saller fields paid virtually no severance tax
in 1994: Milne Point production paid an effective severance tax of 0.08 percent, and Schrader
Bluff production paid an eflfo Live rale of 0.53 percent. The other twelve producing fields paid no
severance tax. Geariy the ELF creates an incentive for oil companies to explore for and develop
small pools of oil inthe vicinity of existing oil production infrastructure, such as around Prudhoe
Bay and Cook Inlet. More generally, the progressive nature of the severance tax created by the
F.LF reinforces this favoritismof sirall fields (i.e., those with production under 150,000 bbls/day).
While large and prolific fields pay a comparatively high tax, these fields are presumed to be
sufficiently robust to bear the burden of the taxl

Application of the ELF formula is antomatic-thar is, it does not depend on a discretionary decision
of the commissioner. Taxpayers determine their tax liability on the basis of production statistics
which are reported to thestate. Returns filed by taxpayers ire subject to audit by DOR.

Enhanced Oil Recovery (EOR) Credit

To encourage oil production from declining fields in the United States, Congress in 1990
authorized a 15 percent federal income tax credit for the cost of tertiary EOR projects (Title 26
U.S.C. 43). The federal code is adopted by reference in Alaska's corporate income tax law
(AS 43.20.021). To qualify, for the credit,, a tertiary EOR project must beginafter December 31,
1990, aai it must significantly increase the ultimate amount of crude oil recovered from a drilling
operation located in the United States. Taxpayers take the state credit when they submit their
corporate ixKometax retumto DOR The department is prevented by confidentiality statutes from
revealing information about individual tax retums, and it therefore may disclose only aggregate
data (and this only to the extent that the number of taxpayers is large enough to conceal the tax
payment of an individual company). According to the AlaskaDOR, for tax years 1991 through
1993, at least $21 million in credits were claimed on initial tax returms. These returms are subject

to audit.

'Future production from the West Sak field may present an exception, as costs there are expected
to be inordinately high. However, the ELF formula is sensitive to two threshold values-300
bbls/day/well and 150,000 bbls/day/field-so it is difficult to predict how the formula will work for
this field in the absence of actual well and field production statistics.
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Special Industrial Incentive Investment Tax (Expired)

In 1984 the Alaska Legislature created a special credit against a company's state corporate income
tax. for investments made after December 31, 1984 in @' gas processing project” and in
"exploration, drilling of wells, development, or mining of minerals or other natural resources...
other than sand or gravel.” The original legislation (Chapter 60 SLA 1984) prohibited credits ori
investments made after December 31, 1994, although, it allowed unused credits to be carried
forward through 1999. Thus, this provision expired at the end of last year. The department would
not provide an estimate of the value of credits taken and would say only that "several corporations"
took the credit during the last decade for projects that include an oil and gas production project
in Cook Inlet and several natural gas and gas liquids projects on the North Slope. According to
Bob Bartholomew; Deputy Director of the Division of Income and Excise Audit, DOR, the credit
was not claimed for any non-oil and gas mining projects.

Exploration and Royalty Incentives Administered by Department of Natural Resources

State law authorizes the commissioner of DNR to include certain exploration incentives in state
oil and gas leases, andto approve* reduction of the royalty tenna of an oil and gas lease under
certain circumstances. Thediscretionary character of these statutory programs, which require the
commissioner to make a determination of the stated best interest before offering or approving a
benefit, differentiate them from the incentive programs under the purview of DOR, which ate self-
executing. Statutory provisions for reducing royalties have changed over the years; however,
repealed provisions may still be "alive* in active leases issued when the provisions were current,
and they therefore rermain relevant today.

Bdow is abriefdiscussionof exploration and royalty reduction provisions. Additional discussion
and pertinent records submitted by Mr. Eason follows as an attachment.

Royalty Reduction Provisions

Currently, AS 38.05.180(j) authorizes the commissioner of the department to reduce the royalty
on a producing oil field if the reduction is necessary to ‘prolong the economic life of an oil and gas
field." Thus, this provision is designed to accomplish for royalties what the ELF is designed to
accomplish for severance taxes: to prevent the premature shutdown of a producing field by
"reducing costs in the later stages of production decline." The statute specifies tiiat "the
commissioner may not grant a reduction of royalty until two years' initial production from the field
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has occurred and each lessee requesting the reduction has made a clear showing" that continued
production is uneconomic.

The section of the state oii and gas leasing law which authorizes the commissioner to unitize leases,
AS 38.05.180(p), also authorizes the commissioner to "establish, change or revoke drilling,
producing, androyalty requirements of the leases..." being unitized (emphasis added). Companies
have applied to the department for a reduction of the royalty terms of tfieir leases under this
provision. The department has rejected such applications on the grounds that it may only entertain
applications for royalty reduction under the terms of AS 38.05.1800, because the latter is a
specific statute governing royalty reduction and AS 38.05.180(p) is a general provision authorizing
"change" in the context of unitization. According to the legal interpretation of the department, a
specific statute takes precedence over a general one. Use of AS 38.05.180(p) to change royalty
terms is an issue in the current effort of British Petroleum to unitize the area of the Badami
discovery.

Alaska Statutes 38.05.140(d) authorizes the commissioner to reduce royalties on certain minerals.

Until 1978, the list included oil and gas. However, oil and gas were removed from thin provision
in 1978 (Chapter 155 SLA 1978). According to Mr. Eason's letter, the department never received
an application for royalty reduction on an oil and gas lease under the provision, but a number of
active leases today contain language from the statute prior to itsamendmentin 1978.

Until 1969, state law granted a five-year royalty reduction from 12.5 percenr to 5 percent for the
holder of a lease "who shall drill and make the first discovery of oil or gas in commercial quantities
in any geologic structure...” (AS 38.05.180[a]). This discovery royalty reduction was included
in all leases, and it was nondiscretionary in the sense that it did not require a finding of the
commissioner that approval was in the best interest of the state. However, it did require the
commissioner to decide whether production was from a newgeologic structure or the extension
of a known structure, and on this basis several applications were denied. Although tepealed in
196S (Chapter 65 SLA 1969), this provision was included in d). leases issued up to that time.
According to Mr. Eason'’s letter, two producing leases on the North Slope are currently enjoying
the benefits o fthe discovery royalty reduction. Also, some 340 active leases contain the provision,
"an indeterminable number of which could poumtially produce future discovery royalty

applications.”

Exploration Incentives

Alaska Statutes 38.05.180(i) authorizes the commissioner to establish an exploration incentive
credit (ET.C) system for exploratory wells and geophysical work. The law permits up to half of the
cost of the exploratory work to be taken as a credit against royalties, rentals, or severance taxes
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due to the state. The department includes an EIC provision in leases that may need the additional
enticement for companies to explore. Leases of attractive prospects do not cany an EIC provision.
According to Mr. Eason's letter, there are currently 187 active leases with EIC provisions; 20
applications for EICs have been granted, and 1denied. Apparently no lease sale since 1991 hes
included EIC provisions. The value of credits taken to date is about $58.7 million.

Last session, the legislature adopted SB 151 (Chapter 39 SLA 1994) that created additional
exploration incentives that are "distinct from the exploration incentive credit authorized by
AS 38.05.180(i)) " The new law, AS 41.09.010 applies to exploratory drilling and geophysical
work "regardless of whether the land is state-owned land.” Up to 50 percent of the cost of
qualifying activity on state land may be taken as a credit against oil and gas corporate income taxes
and lease bonus payments; 25 percent of the cost of qualifying activity on private land may be taken
asacredit. No single project may receive a credit in excess of $5 million, and no more than $30
million in credits may be claimed during the tenve<u 1if? of the program. A company taking a
credit must share with the state the raw data obtained, from the exploratory well or geophysical
survey. Regulations to implement this program have not yet been adopted.

The foregoing royalty reductions and exploration credits are addressed in more detail inthe letter

and documentary material fromMr. Eason, which is attached- | hope this overview of oil and gas
incentives is helpful. 1fyou have, any questions onwould like, additional information, please calL.

Artachments
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5\8 TONYKNOWLES, GOVERNOR

DEPT.OF LATERAL RESOURCES PO BOX o+
DIVISION OF OIL AND GAS

PKDNE. (907) 7B2 J553

February 8, 1995 (replaces January 30, 1995 letter)

Gordon S. Harrison, Director
Legislative Research Agency
Alaska State Legislature

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

Dear Gordon:

As you requested inyour January 23, 1995 letter, 1 amforwarding a number of documents related
to oil and gas incentives applicable to state leases. Some of these incentives, such as the Discovery
Royalty, were authorized under statutes which subsequently have been repealed. However, there
are many active leases which were issued prior to the repeal of the authorizing statute, and which
are thus, as a technical matter, still candidates for Discovery Royalty applications. One other class
of incentives mentioned in your request, Exploration Incentive Credits under AS 41.09.100, were
authorized by statute only last session, and will not be available to applicants until implementing
regulations have been adopted. Each type of incentive is addressed below in the order they appeared
in your, letter, with two exceptions. | have induded a discussion of "Royalty Amendments” under
the provisions of AS 38.05.180(p) and Royally Reduction under AS 38.05.140(d), neither of which
were addressed inyour requesL.

Royalty Reduction under AS 38.05.140(d): AS 3S.05.140(d) grants the commissioner authority to
reduce the royalty for certainmirerals. Before a 1978 amendment, that authority extended to oil and
gas. The Division's records reflect that there has never been a royalty reduction application for oil
or gas under the former provisions of AS 38.05.140(d). However, a number of older leases still in
existence contain language similar to the former provisions of AS 38.05.140(d).

Royalty Reduction under AS 38 05.180(i): The Division's records reflect that only three
applications have ever been submitted for royalty reduction under AS 38.05.1800. Two
applications related to the Milne Point Unit. These applications, submitted by Conoco and by Oxy,
related to oil production from the Milne Point Unit. The applications were denied by the
department, leading to litigation in which the lessees filed both original complaints and
administrative appeals in Superior Court. Ultimately, the Alaska Supreme Court ruled against
Conoco and Oxy, holding that they had no right to maintain an independent lawsuit. Their
administrative appeal, however, was never decided by a Court because the parties settled before any
decision was reached.

Enclosures 1 through 12 relate to the applications, the subsequent decisions, and the settlement
between the parties. The administrative and legal proceedings related to these applications spanned



Gordon S. Harrison 2 February 8, 1995

almost a decade, and because of employee attrition at the Department of Law, ultimately involved
at least three attorneys. Ifyou have additional questions on these records, |suggest you contact
Assistant Attorney General Patrick Coughlin. He is the state's attorney most familiar with the
Conoco £4nd Oxy appeals and settlements.

One lessee, Texaco, filed an application under AS 38.05.180(j), but failed to follow through with
data required to adjudicate the application. In addition, | recall that Marathon approached the
department regarding potential royalty reductions at one or more of its respective Cook Inlet
properties in the eariy to mid 1980s. Both parties expressed concern that they could not reconstruct
the documentation of historical investments and revenues regv:red to supportan application under
the then existing statutes. It is my impression that this concern was the principal impediment to
Texaco's completing its application or Marathon's submitting a formal application. Ms. Pete Nelson
represented Texaco in their discussions; | cannot recall who represented Marathon. You may want
to contact both companies directly for their views on royalty reduction. Enclosure 12A is a copy
of the Texaco application and a cover letter from Ms. Mary Weisenberger, * former Land
Management Officer for the division.

Royalty Amendment under AS 38.05,180(p.\: AS 38.05.180(p) provides the commissioner's
statutory authority to enter into unitization agreements "...when determined and certified by the
commissioner to be necessary or advisable inthe public interest...” In exercising that authority, the
commissioner "...may with the consent of the holders of the leases involved, establish, change or
revoke drilling, producing and royalty requirements of the leases..." (emphasisadded) Historically,
this provision has been used by the department to raise royalty rates at the time of unitization, as at
Milne Point Unit, and;, more recently, at Thetis Island. It has never been used; however, to lower

royalty rates.

Both Conoco and Oxy (in the mid-1980s) made the argument that the commissioner, upon
unitization, has the authority to reduce royalties, or to adopt alternative royalty provisions which
would have that effect The statutes suggest otherwise. This issue has been addressed several times
since the mid-1980s . For your review of this issue, | have enclosed a number of documents.
Enclosures 10, 11, and 12 are letters from former Commissioners Wunnicke and Brady, as well as
former Director Kay Brown, respectively. Enclosures 13 through 16 are copies of recent
correspondence between BP representative, Mr. Teny Obeney, and me on Badami related issues,
including BP's proposed "sliding scale" royalty amendment.

Exploration Incentive Credits under AS 33 05 180fi): The department authorized the use of EICs
under this provision for seven competitive oil and gas lease sales during the period 1982-1991. A
total of 705 tracts potentially eligible for EICs were offered in those sales. By potentially eligible,
I mean eligible, presuming compliance with the specific lease provision and the ternms of the
applicable regulations. Enclosure 17 is a summary of lease sales that offered EICs.

As of January 23, 1995, there were 187 active leases with EIC provisions. Historically, the
department has granted applications for EICs on 20 wells. It has denied the request for one EIC.
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That request was submitted by ARCO on behalf of itself and Union Texas Petroleum Alaska
Corporation for an EIC for the drilling of the Kuukpik Unit No. 3 well. Enclosure 18 is a copy of
ARCO's request. Enclosure 19 is an edited version of former Commissioner Noah's decision
denying the request. The copy has been edited to redact materials that are confidential under the
provisions of AS 38.05.035 and 11 AAC 82.810.

The total value of EICs awarded to date is slightly more than $58.66 million. Credits awarded may
be taken against certain taxes or royalties owed the state or they may also be assigned. The award
of credits is conditioned upon subsequent audit and is subject to potential adjustment. Enclosure 20
Is a summary of EICs awarded as of November 1994. The summary includes the lease ADL
number, the well name, a listing of working interest owners (lessees) for each lease, the EIC
certification date and the respective amounts of each EIC attributable to the respective working
interest owners. Exploration incentive credits are also available for geophysical work, but to date
no applications have been made for these credits. See Enclosure 21. Based upon personal
conversations | have had over the years with geophysical contractors and companies, those
companies feel that the "disincentive” of having to make public data qualifying for an EIC outweigh
the financial incentive of the EIC.

Exploration Incentive Credits under AS 41.09 100: AS 41.09.100, which was enacted last session,
expanded the DNR commissioner's discretionary authority to award EICs for qualifying exploration
activities on lands other than state-owned, leased lands. The incentive was designed to encourage
exploration of private and federal lands within the state from which the state would in tum receive
geological and geophysical information to which it otherwise would not be entitled Implermenting
regulations have not yet been adopted; however, draff regulations are under review by the
Department of Law.

Although the legislative record is clear that EICs under AS 41.09. LODwere not intended to be used
for activities conducted on state-leased lands, some companies apparently continue to believe
otherwise. Enclosure 22 is a copy of a request from ARCO for approval of EICs for operations
proposed to be conducted on two of its North Slope leases. The leases inquestionwere issued in
acompetitive :ale which did not provide for EICs. Enclosure 23 is a copy of former Commissioner
Noah's denial of ARCO’s request. In addition to the ARCO request, representatives of BP have
made recent inquiries of the division as to the availability of EICs under this statute for certain of
its North Slope leases, if you need additional background information.

Discovery Rovaltv: | have enclosed several tables pertaining to Discovery Recovery applications
for fields on the North Slope and in the Cook Inlet region. Enclosure 24 is a summary of Cook Inlet
Discovery Royalty applications and their disposition. According to division records, 13 applications
related to Cook Inlet discoveries were filed. Of those applications, the department approved 8 and
denied 5. | presume most of the non-confidential documentation for those decisions is available in

the state archives.
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Enclosure 25 provides a summary of North Slope Discovery Royalty applications. To date, six
applications have been submitted. Five of those applications were approved; one application, that
for Milne Point G-I Well, was denied (enclosures 26 and 27). In addition, between 1968 and 1977
nine additional Notices of Discovery Application were filed, but the. applicants never completed the
applications, and the applications subsequently expired.

There are currently two North Slope leases producing under Discovery Royalty terms. Those leases
are ADL 34635 (Niakuk #5) and ADL 28297 (Pt. Mdntyre #3). Discovery Royalty eligibility for
the Niakuk lease expires in April 1995, and for the Pt Mcintyrelease in May 1999. As an example
of the magnitude of the combined, effect of royalty reduction for these two leases, Enclosure 28
summarizes the lessees' "'savings'* through reduced royalties for the sample month of July 1994. The
division can provide more detailed historical summaries if you desire.

As noted earlier above, the Discovery Royalty statute was repealed in 1969. However, prior to the
statute's repeal, hundreds of leases which contained discovery royalty provisions were issued. As
of January 26, 1995, there were 340 such leases active, an indeterminable number of which could
potentially produce future discovery royalty application™.

Hopefully, Thave provided all the information you need. However, if | missed anything or if you
need more information, please feel free to call. As | mentioned by telephone last week, this is the
last report | will be transmitting to you, Gordon, as | am leaving state service. It has always been
my pleasure to work.with.you andyour staff. Please give everyone my regards, and take care.

Sincerely,

‘ames E. Eason
;toc

cc: Marty K. Rutherford, Acting Commissioner
Ken Boyd, Deputy Director
Patrick Coughlin, Department of Law
Bill Van Dyke, Petroleum Manager
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