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r e s p e c t i v e  u n d i v i d e d  o w n e r s h i p  i n t e r e s t s  of  A S R C  (that is, t h e  

a p p l i c a b l e  A S R C  p e r c e n t a g e  s e t  o u t  i n  E x h i b i t  A  as  t o  N u i q s u t  

s u b s u r f a c e  a n d  t h e  a p p l i c a b l e  A S R C  p e r c e n t a g e  s e t  o u t  in  E x h i b i t  

B a s  to P o i n t  L a y  s u b s u r f a c e )  a n d  of the S t a t e  (that is, t h e  

a p p l i c a b l e  S t a t e  p e r c e n t a g e  s e t  o u t  i n  E x h i b i t  A  a s  t o  N u i q s u t  

s u b s u r f a c e  a n d  t h e  a p p l i c a b l e  S t a t e  p e r c e n t a g e  s e t  o u t  i n  E x h i b i t  

B as to  P o i n t  L a y  s u b s u r f a c e )  in e a c h  r e s p e c t i v e  p a r c e l  of 

N u i q s u t  s u b s u r f a c e  d e s c r i b e d  i n  E x h i b i t  A  a n d  i n  e a c h  r e s p e c t i v e  

p a r c e l  of P o i n t  L a y  s u b s u r f a c e  d e s c r i b e d  i n  E x h i b i t  B, 

r e s p e c t i v e l y ,  w i l l  n o t  c h a n g e  b y  v i r t u e  of  a n y  f u t u r e  c h a n g e  in 

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

w i t h i n  s a i d  p a r c e l .

5. L e a s e s . T o  t h e  e x t e n t  t h a t  a n y  o i l  a n d  g a s  l e a s e  

p r e v i o u s l y  g r a n t e d  b y  t h e  Str.te t o  a n y  p e r s o n  a n d  d e s c r i b e d  in 

p a r a g r a p h  2.2 ( d )  o f  t h e  S e t t l e m e n t  A g r e e m e n t  is p r e s e n t l y  v a l i d  

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

N u i q s u t  s u b s u r f a c e  d e s c r i b e d  i n  E x h i b i t  A, t h i s  c o n v e y a n c e  is 

m a d e  s u b j e c t  t o  t h a t  o i l  a n d  g a s  le a s e ,  a n d  s u b s u r f a c e  r e v e n u e s  

p a y a b l e  u n d e r  a n d  i n  c o n n e c t i o n  w i t h  t h a t  o i l  a n d  g a s  l e a s e  as to 

t h a t  p a r c e l  o f  t h e  N u i q s u t  s u b s u r f a c e  a f t e r  t h e  e f f e c t i v e  d a t e  of 

t h i s  p a t e n t  s h a l l  b e  o w n e d  b y  t h e  S t a t e  a n d  A S R C  i n  p r o p o r t i o n  to 

t h e  a p p l i c a b l e  S t a t e  p e r c e n t a g e  a n d  a p p l i c a b l e  A S R C  p e r c e n t a g e  as 

m o r e  f u l l y  p r o v i d e d  i n  t h e  S e t t l e m e n t  A g r e e m e n t .  N o t h i n g  h e r e i n  

is i n t e n d e d  o r  s h a l l  b e  c o n s t r u e d  t o  v a l i d a t e  o r  r e i n s t a t e  a n y  

o i l  o r  g a s  l e a s e  t h a t  is n o t  o t h e r w i s e  v a l i d  a n d  e x t a n t .

6. H a b e n d u m . T o  h a v e  a n d  t o  h o l d  t h e  a p p l i c a b l e  u n d i v i d e d  

A S R C  p e r c e n t a g e  i n t e r e s t  s e t  o u t  i n  E x h i b i t  A  i n  a n d  to  t h e  

p o r t i o n s  o f  t h e  N u i q s u t  s u b s u r f a c e  n o w  a n d  h e r e a f t e r  e x i s t i n g  in 

t h e  r e s p e c t i v e  p a r c e l s  of  t h e  N u i q s u t  s u b s u r f a c e  d e s c r i b e d  in 

s u b p a r a g r a p h  2 (a) o f  t h i s  p a t e n t  a n d  t h e  a p p l i c a b l e  u n d i v i d e d  

A S R C  p e r c e n t a g e  i n t e r e s t  s e t  o u t  i n  E x h i b i t  B  i n  a n d  t o  t h e  

p o r t i o n s  o f  t h e  P o i n t  L a y  s u b s u r f a c e  n o w  a n d  h e r e a f t e r  e x i s t i n g  

i n  t h e  r e s p e c t i v e  p a r c e l s  o f  t h e  P o i n t  L a y  s u b s u r f a c e  d e s c r i b e d  

i n  s u b p a r a g r a p h  2(b) of t h i s  p a t e n t ,  t o g e t h e r  w i t h  a l l  a n d  

s i n g u l a r  t h e  t e n e m e n t s ,  h e r e d i t a m e n t s ,  a p p u r t e n a n c e s ,  r i g h t s ,
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e n c u m b r a n c e s ,  a n d  a c t i o n s  t h e r e t o  a p p e r t a i n i n g ,  u n t o  A S R C  a n d  its 

s u c c e s s o r s  a n d  a s s i g n s ,  f o r e v e r ,  s u b j e c t  to a n d  i n  a c c o r d a n c e  

w i t h  t h e  t e r m s  a n d  p r o v i s i o n s  of  t h e  S e t t l e m e n t  A g r e e m e n t .  T h e  

S t a t e  i.ureby b i n d s  i t s e l f  a n d  its s u c c e s s o r s  a n d  a s s i g n s ,  to 

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

c o n v e y e d  u n t o  A S R C  (its s u c c e s s o r s  a n d  a s s i g n s )  a g a i n s t  e v e r y  

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

p a r t  t h e r e o f ,  by, t h r o u g h ,  o r  u n d e r  t h e  St a t e ,  b u t  n o t  o t h e r w i s e ,  

b u t  s u b j e c t  i n  a l l  r e s p e c t s  to t h e  S e t t l e m e n t  A g r e e m e n t  a n d  to 

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

f o r t h  i n  it.

7. F u r t h e r  A s s u r a n c e s . T h e  p a r t i e s  a g r e e  t o  t a k e  a l l  

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

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

p u r p o s e s  of t h i s  p a t e n t .  W i t h o u t  l i m i t a t i o n  t o  t h e  f o r e g o i n g ,  

t h e  S t a t e  a g r e e s  t o  e x e c u t e ,  a c k n o w l e d g e ,  a n d  d e l i v e r  t o  A S R C  a l l  

a d d i t i o n a l  i n s t r u m e n t s ,  n o t i c e s ,  a n d  o t h e r  d o c u m e n t s  a n d  to d o  

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

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

i n t e r e s t s  c o n v e y e d  h e r e b y  a n d  i n t e n d e d  t o  b e  s o  c o n v e y e d .

8. G o v e r n i n g  L a w . T h e  v a l i d i t y  o f  t h i s  p a t e n t  s h a l l  be  

g o v e r n e d  b y  a n d  it s h a l l  b e  c o n s t r u e d  in  a c c o r d a n c e  w i t h  t h e  laws 

of t h e  S t a t e  o f  A l a s k a .

9. C o u n t e r p a r t s . T h i s  p a t e n t  m a y  b e  e x e c u t e d  i n  a n y  n u m b e r  

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

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

o n e  c o n v e y a n c e .

10. S u c c e s s o r s  a n d  A s s i g n s . S u b j e c t  to t h e  p r o v i s i o n s  of 

t h e  S e t t l e m e n t  A g r e e m e n t ,  t h i s  p a t e n t  s h a l l  bind, a n d  e n u r e  to the 

b e n e f i t  o f  t h e  S t a t e  a n d  A S R C  a n d  t h e  r e s p e c t i v e  s u c c e s s o r s  a n d  

a s s i g n s  of e a c h  of  t h e m .  T h e  c o v e n a n t s  a n d  p r o v i s i o n s  o f  th i s  

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

w i t h  t h e  l a n d .

11. P r i o r  W a r r a n t i e s . T h e  S t a t e  h e r e b y  a s s i g n s  to A S R C  

w i t h  f u l l  r i g h t  o f  s u b r o g a t i o n ,  to t h e  e x t e n t  so  t r a n s f e r a b l e ,
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the b e n e f i t  of a n d  the right to e n f o r c e  the c o v e n a n t s  a n d  

warr a nt ie s,  if any, w h i c h  the S t a t e  is e n t i t l e d  to e n f o r c e  w i t h  

r e s pe ct  to the i n t e r e s t s  in the N u i q s u t  s u b s u r f a c e  a n d  Point Lay 

s u b s u r f a c e  p r o v i d e d  h e r e i n  to be c o n v e y e d  to ASRC, i n c l u d i n g  

those a g a i n s t  a n y  a s s i g n o r s  a n d  o t h e r  p r e d e c e s s o r s  in title.

12. P a t e n t  E f f e c t i v e  D a t e . C h a p t e r  ____ S L A  19 9__  be c a m e

e f f e c t i v e  o n  ________________ , 199_, a n d  this p a t e n t  is e f f e c t i v e  a n d

takes e f f e c t  as of that date.

S T A T E  O F  A L A S K A
D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

By___________________________________
D i r e c t o r ,  D i v i s i o n  of L a n d

T H E  S T A T E  O F  A L A S K A  §
§ S 3

  J U D I C I A L  D I S T R I C T  §

Thi s  is to c e r t i f y  that o n  the ______  d a y  of

____________________ , 1 99___, b e f o r e  m e  a p p e a r e d   ; ,

the p e r s o n  w h o  ha s  b e e n  l a w f u l l y  d e l e g a t e d  the a u t h o r i t y  of

___________________________ , the D i r e c t o r  of t he D i v i s i o n  of Land,

D e p a r t m e n t  of N a t u r a l  Re so u r c e s ,  S t a t e  of A l a sk a , to e x e c u t e  the

f o r e g o i n g  d o c u m e n t ;  t h a t  ____________________________ e x e c u t e d  that

d o c u m e n t  u n d e r  l e g a l  a u t h o r i t y  a n d  w i t h  k n o w l e d g e  of its 

contents; a n d  t h a t  this a c t  w as p e r f o r m e d  f r e e l y  a n d  v o l u n t a r i l y  

u p o n  the p r e m i s e s  a n d  f o r  the p u r p o s e s  s t a t e d  in t he d oc u me nt .

W i t n e s s  m y  h a n d  a n d  o f f i c i a l  s e a l  t h e  d a y  a n d  y e a r  in 

this c e r t i f i c a t e  f i r s t  a b o v e  w r i t te n.

N o t a r y  P u b l i c  in a n d  f o r  A l a s k a  

M y  C o m m i s s i o n  E x p i r e s :  ____________
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A C C E P T A N C E

A r c t i c  S l o p e  R e g i o n a l  C o r p o r a t i o n  a c c e p t s  title to the 

a p p l i c a b l e  A S R C  p e r c e n t a g e  in the s u b s u r f a c e  in the a b o v e­

d e s c r i b e d  p r o p e r t y  s u b j e c t  to the o b l i g a t i o n s  set f o rt h in this 

p a t e n t .

D a t e d  this ____________ d a y  of   ,

199___.

A R C T I C  S L O P E  R E G I O N A L  C O R P O R A T I O N

By________________________________
J a c o b  Adams, P r es i d e n t

T H E  S T A T E  O F  A L A S K A  §
§ s s .

  J U D I C I A L  D I S T R I C T  §

This  is to c e r t i f y  that on the  ____  d a y  of
___________________, 199___ , b e f o r e  m e  a p p e a r e d  J a c o b  Adams, the p e r s o n
w h o  h a s  b e e n  l a w f u l l y  a u t h o r i z e d  as the P r e s i d e n t  of A r c t i c  S l o pe  
R e g i o n a l  C o rp or a t i o n ,  a c o r p o r a t i o n  o r g a n i z e d  a n d  e x i s t i n g  u n d e r  
the l a w s  of the s t a t e  of Alaska, to e x e c u t e  the f o r e g o i n g  
d o c u m e n t ;  that J a c o b  A d a m s  e x e c u t e d  that d o c u m e n t  u n d e r  legal 
a u t h o r i t y  a n d  w i t h  k n o w l e d g e  of its contents; a n d  that this act 
w as p e r f o r m e d  f r e e l y  a n d  v o l u n t a r i l y  \ipon t he p r e m i s e s  a n d  f or 
t he p u r p o s e s  s t a t e d  in t h e  do cu ment.

W i t n e s s  m y  h a n d  a n d  o f f i c i a l  sea l the d a y  a n d  y e a r  in 
this c e r t i f i c a t e  f i r s t  a b o v e  writ te n.

N o t a r y  P u b l i c  in a n d  for A l a s k a  

M y  C o m m i s s i o n  Expires: ____________
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E X H I B I T  A
T O  P A T E N T  NO. __________________________

F R O M  T H E  S T A T E  O F  A L A S K A  T O  
A R C T I C  S L O P E  R E G I O N A L  C O R P O R A T I O N

1. All  of s e c t i o n  _______, T______ N, R______ E, U m i a t
M e r i d i a n  ("UM"), in the B a r r o w  r e c o r d i n g  district, s t a t e  of 
Alaska.

S t a t e  p e r c e n t a g e —  %; A S R C  p e r c e n t a g e —  %.

2. T h e  f o l l o w i n g  d e s c r i b e d  p o r t i o n  of s e c t i o n  ______ ,
T N, R E, UM, in the B a r r o w  r e c o r d i n g  d is tr i ct , state of
Ala sk a:

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

S t a t e  p e r c e n t a g e —  %; A S R C  p e r c e n t a g e —  %.

G e n e r a l  F o r m a t :  E a c h  s e c t i o n  o r  p o r t i o n  o f  a  s e c t i o n  t o  b e  d e s c r i b e d
s e p a r a t e l y  w i t h  S t a t e  p e r c e n t a g e  a n d  A SR C  p e r c e n t a g e  t o  b e  s e t  o u t  
s e p a r a t e l y  f o r  e a c h  s e c t i o n  o r  p o r t i o n  o f  a  B e c t i o n . ____________________________

A l l  r e f e r e n c e s  in this E x h i b i t  A  a n d  in t he f o r e g o i n g  p a t e n t  to a 
"section" of l a n d  c o n t a i n i n g  N u i q s u t  s u b s u r f a c e  r e f e r  to the 
e n t i r e t y  of the a r e a  ( i n c l u d i n g  a n y  a r e a  n o w  o r  h e r e a f t e r  
s i t u a t e d  w i t h i n  the B e a u f o r t  Sea) e n c o m p a s s e d  w i t h i n  a  full 
s q u a r e  or r e c t a n g u l a r  s e c t i o n  ( p r o t r a c t e d  or p r o j e c t e d  to the 
extent, if any, it is w i t h i n  the B e a u f o r t  Sea) c o n t a i n i n g  
a p p r o x i m a t e l y  640 acres.

S I G N E D  F O R  I D E N T I F I C A T I O N

By________
Name:
Title:
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E X H I B I T  B
T O  P A T E N T  NO. __________________________

F R O M  T HE S T A T E  OF A L A S K A  TO 
A R C T I C  S L O P E  R E G I O N A L  C O R P O R A T I O N

1. A ll of s e c t i o n   , T_______ N, R_____ E, U m i a t
M e r i d i a n  ("UM"), in the B a r r o w  r e c o r d i n g  district, s t a t e  of 
Alaska.

S t a t e  p e r c e n t a g e — _____ %; A S R C  p e r c e n t a g e — ______ %.

2. A l l  of s e c t i o n  _______ , T_______ N, R_____ E, UM, in the
B a r r o w  r e c o r d i n g  district, s t a t e  of Alaska.

S t a t e  p e r c e n t a g e — _____ %; A S R C  p e r c e n t a g e - ______ %.

G e n e r a l  F o r m a t :  E a c h  s e c t i o n  t o  b e  d e s c r i b e d  s e p a r a t e l y  w i t h  S t a t e
p e r c e n t a g e  a n d  A SR C  p e r c e n t a g e  t o  b e  s e t  o u t  s e p a r a t p l y  f o r  e a c h  s e c t i o n .

A ll r e f e r e n c e s  in this E x h i L i t  B a n d  in t he f o r e g o i n g  p a t e n t  to a 
"section" of l a n d  c o n t a i n i n g  Point L a y  s u b s u r f a c e  r e f e r  to the 
e n t i r e t y  of t he a r e a  (including a n y  a r e a  n o w  or h e r e a f t e r  
s i t u a t e d  w i t h i n  the C h u k c h i  S e a  o r  the K a s e g a l u k  Lagoon) 
e n c o m p a s s e d  w i t h i n  a  full s q u a r e  o r  r e c t a n g u l a r  s e c t i o n  
( p ro tr ac t ed  o r  p r o j e c t e d  to the extent, if any, it is w i t h i n  the 
C h u k c h i  S e a  o r  the K a s e g a l u k  Lagoon) c o n t a i n i n g  a p p r o x i m a t e l y  640 
acres.

S I G N E D  FOR I D E N T I F I C A T I O N

By_______
Name:
Title:
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E X H IB IT  I

S T A T E  O F  A L A S K A

P A T E N T  NO. ______

This  p a t e n t  is m a d e  f r o m  the S t a t e  of Alaska, t h r o u g h  its 

D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  ("State"), w h o s e  m a i l i n g  addre ss  

is Chief, T i t l e  A d m i n i s t r a t i o n  Section, D i v i s i o n  of Land, State 

of Alaska, D e p a r t m e n t  of N a t u r a l  Resources, 3601 C Street,

S u i t e  960, Anchora ge , A l a s k a  99503, p u r s u a n t  to c h a p t e r  ____ S L A

199__ , to A r c t i c  S l o p e  R e g i o n a l  C o rp oration, a n  A l a s k a

c o r p o r a t i o n  ("ASRC"), w h o s e  m a i l i n g  a d d r e s s  is P. 0. B o x  129, 

Barrow, A l a s k a  99723.

W I T N E S S E T H :
Th is  p a t e n t  is m a d e  p u r s u a n t  to the "1991 S e t t l e m e n t  

A g r e e m e n t  B e t w e e n  A r c t i c  S l o p e  R e g i o n a l  C o r p o r a t i o n  a n d  the S tate 

of A l a s k a  " ("Set tl em en t  A gr ee m e n t " ) ,  w h i c h  w a s  r a t i f i e d  a n d

a p p r o v e d  b y  the A l a s k a  L e g i s l a t u r e  in c h a p t e r  ____ S L A  199__  and

to w h i c h  r e f e r e n c e  is h e r e  m a d e  for all p u r p o s e s .  The S e t t l e m e n t  

A g r e e m e n t  has b e e n  r e c o r d e d  in the r e c o r d i n g  o f f i c e  of the B a r r o w  

r e c o r d i n g  d i s t r i c t  a n d  has b e e n  n o t e d  in the l a n d  r e co rd s  s y s t e m  . 

m a i n t a i n e d  b y  the S t a t e ' s  D e p a r t m e n t  of N a t u r a l  Resources.

Now, therefore, in c o n s i d e r a t i o n  of the  premises, the mutu al  

c o v e n a n t s  a n d  a g r e e m e n t s  c o n t a i n e d  h e r e i n  a n d  in the S e t t l e m e n t  

A g re em en t,  a n d  o t h e r  g o o d  a n d  v a l u a b l e  c o n s i d e r a t i o n  (the receipt 

a n d  s u f f i c i e n c y  of w h i c h  a r e  a ll h e r e b y  a c k n o w l e d g e d ) , A S R C  a n d  

the S t a t e  h e r e b y  a g r e e  as follows:

1. D e f i n i t i o n s . I n  this patent, the f o l l o w i n g  d e f i n i t i o n s  

apply:

(a) "S u b s u r fa c e "  m e a n s  all i n t e r e s t s  in oil, gas, or 

o t h e r  m i n e r a l s ,  n o w  k n o w n  or d i s c o v e r e d  in the f u tu re  in, on, or 

u n d e r  l a n d  (including all depths, f o r m a t i o n s  a n d  h o r i z o n s ) , 

t o g e t h e r  w i t h  all rights, p r i v i l e g e s ,  b e n e f i t s  a n d  p ow er s 

c o n f e r r e d  u p o n  the o w n e r  of that i n t e r e s t  w i t h  r e s p e c t  to the use 

a n d  o c c u p a t i o n  of the s u r f a c e  of, a n d  s u b s u r f a c e  d e pt hs  under,
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the lands that m a y  b e  ne ce ss ar y,  conven ie n t,  o r  i n c i d e n t a l  to the 

p o s s e s s i o n  a n d  e n j o y m e n t  (including, w i t h o u t  li mitation, 

exploring, d r i l li ng ,  d e v e l o p i n g ,  p r o d u c i n g ,  mining, saving, 

handling, treating, t ra ns p o r t i n g ,  m a r k e t i n g  a n d  o p e r a t i n g  oil, 

gas, or o t h e r  m i n e r a l s ) . H owever, " s u b a u r fa c e "  does not include 

a n y  "mineral" that o n  J a n u a r y  3, 1959, was s u b j e c t  to l o c a t i o n  

u n d e r  the m i n i n g  laws of the U n i t e d  States, d o e s  not i n c l ud e sand 

a n d  g r a v e l  (whether or not of a n  u n c o m m o n  v a r i e t y ) , a n d  does not 

i n c l u d e  water.

(b) " S t a t e  p e r c e n ta g e "  means, as to e a c h  d i f f e r e n t  

s e c t i o n  o r  p o r t i o n  of a  s e c t i o n  of N u i q s u t  s u b s u r f a c e  d e s c r i b e d  

in E x h i b i t  A  hereto, the u n d i v i d e d  p e r c e n t a g e  i n t e r e s t  d e s c r i b e d  

as the " S t a t e  p e r c e n ta g e "  f o l l o w i n g  the d e s c r i p t i o n  of s u c h  

p a r t i c u l a r  s e c t i o n  or p o r t i o n  of a s e c t i o n  in E x h i b i t  A.

(c) "ASRC p e r c e n ta g e "  means, as to e a c h  d i f f e r e n t  

s e c t i o n  o r  p o r t i o n  of a s e c t i o n  of N u i q s u t  s u b s u r f a c e  d e s c r i b e d  

in E x h i b i t  A  hereto, the u n d i v i d e d  p e r c e n t a g e  i n t e r e s t  d e s c r i b e d  

as the "ASRC p e r c e n t a g e "  f o l l o w i n g  the d e s c r i p t i o n  of s u c h  

p a r t i c u l a r  s e c t i o n  o r  p o r t i o n  of a s e c t i o n  in E x h i b i t  A.

(d) " P a r c e l "  means, as to e a c h  e n t i r e  s e c t i o n  of 

N u i q s u t  s u b s u r f a c e  d e s c r i b e d  in E x h i b i t  A, the e n t i r e t y  of that 

section; a n d  as to le ss  t h a n  a ll of a s e c t i o n  of N u i q s u t  

s u b s u r f a c e  d e s c r i b e d  in E x h i b i t  A, "parcel" m e a n s  o n l y  that 

p o r t i o n  of the s e c t i o n  so d e s c r i b e d .

(e) "N u iq su t s u b s u r fa c e "  m e a n s  th e  s u b s u r f a c e  in all 

the u p l a n d s  a n d  s u b m e r g e d  l a n d s  n o w  a n d  h e r e a f t e r  e x i s t i n g  in the 

l a n d s  d e s c r i b e d  i n  s u b s e c t i o n  11.16 of the S e t t l e m e n t  A g r e e m e n t  

(subject, if a p p l i c a b l e ,  to th e p r o v i s i o n s  of p a r a g r a p h  2.3(b) of 

the S e t t l e m e n t  A g r e e m e n t ) .

( f )  "S u b s u r fa c e  r e v e n u e s "  m e a n s  a ll b i d  deposits, 

b onuses, rents, n e t  p r o f it s,  ro ya lt i e s ,  the p r o c e e d s  of sales or 

ex ch an ge s,  b e n e f i t s ,  o r  a n y  o t h e r  t h i n g  of v a l u e  that is r e c e i v e d  

a n d  is a t t r i b u t a b l e  to o r  g e n e r a t e d  f r o m  t h e  explo r at io n,  

d e v e l o p m e n t ,  p r o d u c t i o n ,  or o t h e r  e x p l o i t a t i o n  of, o r  lease, 

sale, e xc hange, o r  o t h e r  d i s p o s i t i o n  of a n y  i n t e r e s t  in the
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N u i q s u t  s ub su r f a c e ,  excep t as o t h e r w i s e  e x p r e s s l y  p r o v i d e d  in 

p a r a g r a p h  7.3(b) of the S e t t l e m e n t  Agree me nt . "S u b a u rfa ce  
re v e n u e s"  i n c l u d e s  all rents, profits, a n d  royalties, the 

p r o c e e d s  of sa le s  o r  exchanges, benefits, or a n y  o t h e r  thing of 

v a l u e  that is r e c e i v e d  a n d  is a t t r i b u t a b l e  to or g e n e r a t e d  from 

the oil a n d  g as l e as es  d e s c r i b e d  in s e c t i o n  9 of the S e t t l e m e n t  

A g r e e m e n t  a t t r i b u t a b l e  to a n y  p a r t  of the N u i q s u t  su bsurface.

W h e n  " s u b s u r fa c e  re v e n u e s"  a r e  r e c e i v e d  in a f o r m  o t h e r  t ha n  cas h 

o r  c a s h  e q u i v a l e n t s ,  the c a s h  f a i r  m a r k e t  v a l u e  at the time of 

the r e c e i p t  w i l l  be i n c l u d e d  in a n d  c o n s i d e r e d  as " s u b s u r fa c e  
r e v e n u e s . "

"S u b s u r fa c e  re v e n u e s"  does n ot i n c l u d e  taxes of any 

k i n d  o w e d  to the S t a t e  b y  a n y  person, i n c l u d i n g  ASRC.

"S u b s u r fa ce  re v e n u e s "  a l s o  doe s not i n c l u d e  the c u s t o m a r y  fees 

c h a r g e d  b y  the S t a t e  in c o n n e c t i o n  w i t h  the f i l i n g  of a n y  

a p p l i c a t i o n  for a permit, lease, license, o r  m i n i n g  claim, m i n i n g  

lease, or m i n i n g  l e a s e h o l d  a p p l i c a t i o n  that a r e  g e n e r a l l y  

a p p l i c a b l e  to a l l  s u c h  a p p l i c a t i o n s  a n d  a re n o t  l i m i t e d  to or 

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

N u i q s u t  s u b s u r f a c e  as c o m p a r e d  to o t h e r  s u b s u r f a c e  areas, or 

o t h e r  like g e n e r a l l y  a p p l i c a b l e  fees c u s t o m a r i l y  c h a r g e d  b y  the 

S t a t e  for a u t h o r i z a t i o n s ,  p u b l i c a t i o n s ,  or s e rv ices.

(g) "P e rso n "  m e a n s  a n a t u r a l  p e r s o n  a n d  all types of 

p r i v a t e  o r  g o v e r n m e n t a l  entities, i n c l u d i n g  b u t  no t  l i m i t e d  to 

a ll e n t i t i e s  l i s t e d  in A S  01. 10 .0 6 0( 7) , a n d  a n y  c o r p o r a t e  

s u b s i d i a r y  o r  j o i n t  v e n tu re .

(h) " P a ir  m arket v a lu e "  m e a n s  the a m o u n t  of m o n e y  that 

a n  i n f o r m e d  p u r c h a s e r ,  w i l l i n g  b u t  not o b l i g a t e d  to buy, w o u l d  

p a y  a n  i n f o r m e d  seller, w i l l i n g  b u t  not o b l i g a t e d  to sell, for 

p a r t i c u l a r  p r o p e r t y ,  goods, o r  services.

2. C o n v e y a n c e . P u r s u a n t  to the S e t t l e m e n t  Agreem en t,  the 

S t a t e  h e r e b y  grants, assigns, a n d  c o nv e ys  to A S R C  a n d  its 

s u c c e s s o r s  a n d  a s s i g n s  the a p p l i c a b l e  A S R C  p e r c e n t a g e  set out in 

E x h i b i t  A  h e r e t o  in a n d  to t he s u b s u r f a c e  in a ll th o se  p o r t i o n s  

of the N u i q s u t  s u b s u r f a c e  (without r e g a r d  to w h e t h e r  that N u i q s u t
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s u b s u r f a c e  is w i t h i n  u p l a n d s  or s u b m e r g e d  lands) in the 

r e s p e c t i v e  p a r c e l s  of N u i q s u t  s u b s u r f a c e  in the B a r r o w  r e c o r d i n g  

d i s t r i c t  in the S t a t e  of A l a s k a  d e s c r i b e d  in E x h i b i t  A  h e r e t o  to 

w h i c h  the S t a t e  has h e r e t o f o r e  a c q u i r e d  t it le  in a n y  m a n n e r  o t h e r  

t h a n  b y  v i r t u e  of the A S R C  D e e d  d e s c r i b e d  below, or m a y  h e r e a f t e r  

a c q u i r e  t i t l e  b y  v i r t u e  of a n y  future c h a n g e  in the boundary, 

location, or e x t e n t  of s u b m e r g e d  lands or u p l a n d s  w i t h i n  those 

r e s p e c t i v e  p a r c e l s  of N u i q s u t  s ub surface.

3. R e s e r v a t i o n . P u r s u a n t  to the S e t t l e m e n t  Agreeme nt , in 

m a k i n g  this grant, assi g nm en t,  a nd co n veyance, the S t a t e  rese rv es  

a n d  e x c ep t s to i t se lf  a n d  its s u c c e s s o r s  a n d  assigns, the 

a p p l i c a b l e  S t a t e  p e r c e n t a g e  set out in E x h i b i t  A  in a n d  to the 

s u b s u r f a c e  in the p o r t i o n s  of the N u i q s u t  s u b s u r f a c e  n o w  a n d  

h e r e a f t e r  e x i s t i n g  in the r e s p e c t i v e  p a r c e l s  of N u i q s u t  

s u b s u r f a c e  d e s c r i b e d  in p a r a g r a p h  2 above.

4. F u t u r e  C h a n g e s . As p r o v i d e d  f o r  in the S e t t l e m e n t  

A gr ee m e n t ,  A S R C  h a s  g r a n t e d  or will g r a n t  to t he S t a t e  o n e  or 

m o r e  w a r r a n t y  d e e d s  (collectively, the "ASRC Deed") c o n v e y i n g  to 

the S t a t e  the a p p l i c a b l e  A S R C  p e r c e n t a g e  set o ut in E x h i b i t  A  in 

a n d  to t he s u b s u r f a c e  in a l l  those p o r t i o n s  of the N u i q s u t  

s u b s u r f a c e  (without r e g a r d  to w h e t h e r  that N u i q s u t  s u b s u r f a c e  is 

w i t h i n  u p l a n d s  or s u b m e r g e d  lands) in the r e s p e c t i v e  p a r c e l s  of 

N u i q s u t  s u b s u r f a c e  d e s c r i b e d  in E x h i b i t  A  h e r e t o  to w h i c h  A S R C  

has h e r e t o f o r e  a c q u i r e d  title, or m a y  h e r e a f t e r  a c q u i r e  title b y  

v i r t u e  of a n y  f u t u r e  c h a n g e  in the bo un dary, location, or e xtent 

of s u b m e r g e d  l a n d s  o r  u p l a n d s  w i t h i n  t ho se  r e s p e c t i v e  p a r c e l s  of 

N u i q s u t  s u b s u r f a c e ,  r e s e r v i n g  to A S R C  the a p p l i c a b l e  A S R C  

p e r c e n t a g e  s et out  in E x h i b i t  A  in the s u b s u r f a c e  in th os e  

p o r t i o n s  of t h e  N u i q s u t  s u b s u r f a c e  n o w  a n d  h e r e a f t e r  e x i s t i n g  in 

t h o s e  r e s p e c t i v e  p a r c e l s  of N u i q s u t  s u b s u r f a c e .  T h i s  p a t e n t  is 

n o t  i n t e n d e d  a n d  s h a l l  not b e  c o n s t r u e d  to g r a n t  to A S R C  a n y  

i n t e r e s t  in the S t a t e  p e r c e n t a g e  in a n y  N u i q s u t  s u b s u r f a c e  w h i c h  

has b e e n  o r  is c o n v e y e d  f r o m  A S R C  to the S t a t e  p u r s u a n t  to the 

A S R C  Deed, a n d  it is i n t e n d e d  b y  the S t a t e  a n d  A S R C  that, a f t e r  

g i v i n g  e f f e c t  to this p a t e n t  a n d  the A S R C  Deed, the e n t i r e t y  of
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the N u i q s u t  s u b s u r f a c e  in e a c h  of the p a r c e l s  d e s c r i b e d  in this 

p a t e n t  a n d  in the A S R C  D e e d  shall be o w n e d  b y  the S t a t e  and A S R C  

in u n d i v i d e d  i n t e r e s t s  in p r o p o r t i o n  to the a p p l i c a b l e  State 

p e r c e n t a g e  a n d  the a p p l i c a b l e  A S R C  p er ce n t a g e ,  re sp ec ti ve l y,  set 

out in E x h i b i t  A. Further, p u r s u a n t  to the S e t t l e m e n t  Agreement, 

it is e x p r e s s l y  s t i p u l a t e d  a n d  p r o v i d e d  that the r e s p e c t i v e  

u n d i v i d e d  o w n e r s h i p  i n t e r e s t s  of A S R C  (that is, the a p p l i c a b l e  

A S R C  p e r c e n t a g e  set out in E x h i b i t  A) a n d  of the S t a t e  (that is, 

the a p p l i c a b l e  S t a t e  p e r c e n t a g e  set out in E x h i b i t  A) in each 

r e s p e c t i v e  p a r c e l  of N u i q s u t  s u b s u r f a c e  d e s c r i b e d  in E x h ib it  A  

w il l not c h a n g e  b y  v i r t u e  of a n y  f u t u r e  c h a n g e  in the boundary, 

l o c a t i o n  or e x t e n t  of u p l a n d s  or s u b m e r g e d  l an ds  w i t h i n  sai d 

p a r c e l .

5. L e a s e s . T o  the e x t e n t  that a n y  oil a n d  gas l e a s e  

p r e v i o u s l y  g r a n t e d  b y  the S t a t e  to a n y  p e r s o n  a n d  d e s c r i b e d  in 

p a r a g r a p h  2.2(d) of th e S e t t l e m e n t  A g r e e m e n t  is p r e s e n t l y  v a l i d  

a n d  in f o r c e  a n d  e f f e c t  as to the s u b s u r f a c e  in a n y  p a r c e l  of the 

N u i q s u t  s u b s u r f a c e  d e s c r i b e d  in E x h i b i t  A, this c o n v e y a n c e  is 

m a d e  s u b j e c t  to th at  oil a n d  ga s lease, a n d  s u b s u r f a c e  r e v e n u e s  

p a y a b l e  u n d e r  a n d  in c o n n e c t i o n  w i t h  that oil a n d  gas l e a s e  as to 

that p a r c e l  of the N u i q s u t  s u b s u r f a c e  a f t e r  the e f f e c t i v e  d a t e  of 

this p a t e n t  sh al l b e  o w n e d  b y  the S t a t e  a n d  A S R C  in p r o p o r t i o n  to 

the a p p l i c a b l e  S t a t e  p e r c e n t a g e  a n d  a p p l i c a b l e  A S R C  p e r c e n t a g e  as 

m o r e  f u l l y  p r o v i d e d  i n  the S e t t l e m e n t  A g r e e m e n t .  N o t h i n g  h e r e i n  

is i n t e n d e d  o r  s h a l l  b e  c o n s t r u e d  to v a l i d a t e  o r  r e i n s t a t e  a n y  

oil or gas l e a s e  w h i c h  is n o t  o t h e r w i s e  v a l i d  a n d  extant.

6 . H a b e n d u m . T o  h a v e  a n d  to h o l d  the a p p l i c a b l e  u n d i v i d e d  

A S R C  p e r c e n t a g e  i n t e r e s t  set o ut in E x h i b i t  A  in a n d  to the 

p o r t i o n s  of the N u i q s u t  s u b s u r f a c e  n o w  a n d  h e r e a f t e r  e x i s t i n g  in 

the r e s p e c t i v e  p a r c e l s  of t he N u i q s u t  s u b s u r f a c e  d e s c r i b e d  in 

p a r a g r a p h  2 of this pate nt ,  t o g e t h e r  w i t h  a ll a n d  s i n g u l a r  the 

tenements, h e r e d i t a m e n t s ,  a p p u r t e n a n c e s ,  rights, en cu m br an ce s,  

a n d  a c t i o n s  t h e r e t o  a p p e r t a i n i n g ,  u n t o  A S R C  a n d  its s u c c e s s o r s  

a n d  assigns, forever, s u b j e c t  to a n d  in a c c o r d a n c e  w i t h  the terms 

a n d  p r o v i s i o n s  of the S e t t l e m e n t  A g r e e m e n t .  T h e  S t a t e  does
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h e r e b y  b i n d  itself a n d  its s u c c e s s o r s  a n d  a s s i g n s  to w a r r a n t  and 

f o r e v e r  d e f e n d  all a n d  s i n g u l a r  the i nt erests h e r e b y  c o n v e y e d  

u n t o  A S R C  (its s u c c e s s o r s  a n d  assigns) aga in s t e v e r y  p e r s o n  

w h o m s o e v e r  l a w f u l l y  c l a i m i n g  o r  to c l a i m  the s a m e  or a n y  pa rt  

thereof, by, t h r o u g h  or u n d e r  the State, bu t n o t  o therwise, but 

s u b j e c t  in all r e s p e c t s  to the S e t t l e m e n t  A g r e e m e n t  a n d  to the 

o t h e r  m a t t e r s  to w h i c h  this p a t e n t  is m a d e  s u b j e c t  as set forth 

in it.

7. Further...Assurances. The p a r t i e s  a g r e e  to take all s u c h  

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

d o c u m e n t s  that a re n e c e s s a r y  o r  u se fu l  in c a r r y i n g  out the 

p u r p o s e s  of this patent. W i t h o u t  l i m i t a t i o n  to the foregoing, 

the S t a t e  a g r e e s  to execute, a c k n o w l e d g e  a n d  d e l i v e r  to A S R C  all 

s u c h  o t h e r  a d d i t i o n a l  instruments, n o ti ce s a n d  o t h e r  d o c u m e n t s  

a n d  to d o  a ll s u c h  o t h e r  a n d  f u r t h e r  acts a n d  t h i n g s  as m a y  b e  

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

to A S R C  the i n t e r e s t s  c o n v e y e d  h e r e b y  a n d  i n t e n d e d  to b e  so 

c on veyed.

8 . G o v e r n i n g  L a w . T h e  v a l i d i t y  of this p a t e n t  s h a l l  be 

g o v e r n e d  b y  a n d  it s h a l l  b e  c o n s t r u e d  in a c c o r d a n c e  w i t h  the laws 

of the S t a t e  of Alas k a.

9. C o u n t e r p a r t s . Th is  p a t e n t  m a y  be e x e c u t e d  in a n y  n u m b e r  

of c o u n t e r p a r t s  a n d  e a c h  c o u n t e r p a r t  shall b e  d e e m e d  to b e  an 

o r i g i n a l  instrument, b u t  a ll s u c h  c o u n t e r p a r t s  s ha ll  c o n s t i t u t e  

b u t  o n e  c on v ey a n c e .

10. S u c c e s s o r s  a n d  A s s i g n s . S u b j e c t  to t he p r o v i s i o n s  of 

the S e t t l e m e n t  A g r e e m e n t ,  this p a t e n t  s hall b i n d  a n d  e n u r e  to the 

b e n e f i t  of th e  S t a t e  a n d  A S R C  a n d  the r e s p e c t i v e  s u c c e s s o r s  a n d  

a s s i g n s  of e a ch  of them. T h e  c o v e n a n t s  a n d  p r o v i s i o n s  of this 

p a t e n t  a n d  o f  t h e  S e t t l e m e n t  A g r e e m e n t  shall b e  c o v e n a n t s  r u n n i n g  

w i t h  the land.

11. P r i o r  W a r r a n t i e s . T h e  St a te  h e r e b y  a s s i g n s  to A S R C  

w i c h  full r i g h t  of s u b r o g a t i o n ,  to the e x t e n t  so transferable, 

the b e n e f i t  of a n d  the r ig ht  to e n f o r c e  the c o v e n a n t s  a n d  

w a r r a n t i e s ,  if any, w h i c h  the S t a t e  is e n t i t l e d  to e n f o r c e  w i t h
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r e s p e c t  to the i n t e r e s t s  in the N u i q s u t  s u b s u r f a c e  p r o v i d e d  

h e r e i n  to b e  c o n v e y e d  to ASRC, i n c l u d i n g  t ho se  a g a i n s t  a n y  

a s s i g n o r s  a n d  o t h e r  p r e d e c e s s o r s  in title.

12. P a t e n t  E f f e c t i v e  D a t e . Th i s p a t e n t  is e f f e c t i v e  and

takes e f f e c t  as of ___________________________ , 199 , t he d a t e  the

p a r c e l s  (whether one or more) of N u i q s u t  s u b s u r f a c e  d e s c r i b e d  in 

E x h i b i t  A  b e c a m e  " P u l ly  C onveyed S e c t io n * "  as d e f i n e d  in the 

S e t t l e m e n t  A g re em e n t .

S T A T E  O F  A L A S K A
D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

By__________________________________ _
D irector, D i v i s i o n  of L a n d

T H E  S T A T E  O F  A L A S K A  §
§ s s .

_____________  J U D I C I A L  D I S T R I C T  §

This  is to c e r t i f y  that o n  the ______  d a y  of

____________________ , 1 99__, b e f o r e  m e  a p p e a r e d  ____________________________ ,

the p e r s o n  w h o  h a s  b e e n  l a w f u l l y  d e l e g a t e d  the a u t h o r i t y  of

__________________________ the D i r e c t o r  of the D i v i s i o n  of Land,

D e p a r t m e n t  of N a t u r a l  Re so u r c e s ,  S t a t e  of Alaska, to e x e c u t e  the

f o r e g o i n g  d o c u m en t;  that ___________________ • '■ e x e c u t e d  that

d o c u m e n t  u n d e r  l e g a l  a u t h o r i t y  a n d  w i t h  k n o w l e d g e  of its 

contents; a n d  that this a c t  w a s  p e r f o r m e d  f r e e l y  a n d  v o l u n t a r i l y  

u p o n  t he p r e m i s e s  a n d  f o r  t h e  p u r p o s e s  s t a t e d  in t h e  document.

W i t n e s s  m y  h a n d  a n d  o f f i c i a l  seal the d a y  a n d  y e a r  in 

this c e r t i f i c a t e  f i r s t  a b o v e  wr itten.

N o t a r y  P u b l i c  in a n d  for A l a s k a  

M y  C o m m i s s i o n  Exp ir es : ____________
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A C C E P T A N C E

A r c t i c  S l o p e  R e g i o n a l  C o r p o r a t i o n  a c c e p t s  t i t l e  to the 

a p p l i c a b l e  A S R C  p e r c e n t a g e  i n  t h e  s u b s u r f a c e  in  t h e  a b o v e - 

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

p a t e n t .

D a t e d  t h i s  ____________  d a y  of_____________________________

1 9 9 ___.

A R C T I C  S L O P E  R E G I O N A L  C O R P O R A T I O N

By--------------------------------------------------
J a c o b  A d a m s ,  P r e s i d e n t

T H E  S T A T E  O F  A L A S K A  §
§ s s .

  J U D I C I A L  D I S T R I C T  §

T h i s  is t o  c e r t i f y  t h a t  o n  t h e  _______ d a y  of
_____________________ , 1 9 9 ___, b e f o r e  m e  a p p e a r e d  J a c o b  A d a m s ,  the
p e r s o n  w h o  h a s  b e e n  l a w f u l l y  a u t h o r i z e d  a s  t h e  P r e s i d e n t  of 
A r c t i c  S l o p e  R e g i o n a l  C o r p o r a t i o n ,  a  c o r p o r a t i o n  o r g a n i z e d  a n d  
e x i s t i n g  u n d e r  t h e  l a w s  of  t h e  s t a t e  of A l a s k a ,  t o  e x e c u t e  t h e  
f o r e g o i n g  d o c u m e n t ;  t h a t  J a c o b  A d a m s  e x e c u t e d  t h a t  d o c u m e n t  u n d e r  
l e g a l  a u t h o r i t y  a n d  w i t h  k n o w l e d g e  o f  i t s  c o n t e n t s ;  a n d  t h a t  t h i s  
a c t  w a s  p e r f o r m e d  f r e e l y  a n d  v o l u n t a r i l y  u p o n  t h e  p r e m i s e s  a n d  
f o r  t h e  p u r p o s e s  s t a t e d  i n  t h e  d o c u m e n t .

W i t n e s s  m y  h a n d  a n d  o f f i c i a l  s e a l  t h e  d a y  a n d  y e a r  i n  
t h i s  c e r t i f i c a t e  f i r s t  a b o v e  w r i t t e n .

N o t a r y  P u b l i c  i n  a n d  f o r  A l a s k a  

M y  C o m m i s s i o n  E x p i r e s :  _____________
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E X H I B I T  A
T O  P A T E N T  NO. ___________________________

F R O M  T H E  S T A T E  O F  A L A S K A  T O  
A R C T I C  S L O P E  R E G I O N A L  C O R P O R A T I O N

1. A l l  of s e c t i o n  _______ , T _______N, R_______E, U m i a t
M e r i d i a n  ("UM")/ i n  t h e  B a r r o w  r e c o r d i n g  d i s t r i c t ,  s t a t e  of 
A l a s k a .

S t a t e  p e r c e n t a g e —  %; A S R C  p e r c e n t a g e —  %.

2. T h e  f o l l o w i n g  d e s c r i b e d  p o r t i o n  of s e c t i o n  _______ ,
T  N, R____ E, UM, i n  t h e  B a r r o w  r e c o r d i n g  d i s t r i c t ,  s t a t e  of
A l a s k a :

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

S t a t e  p e r c e n t a g e —  %; A S R C  p e r c e n t a g e —  %.

G eneral Form at: Each s e c t io n  o r  p o r t io n  o£ a s e c t io n  to  be d e s c r ib e d
s e p a r a te ly  w ith  S ta te  p e rce n ta g e  and ASRC p ercen ta g e  t o  be s e t  ou t 
be p a r a te ly  f o r  each s e c t io n  o r  p o r t io n  o f  a s e c t io n .____________________

A l l  r e f e r e n c e s  in  t h i s  E x h i b i t  A  a n d  in  t h e  f o r e g o i n g  p a t e n t  to  a 
" s e c t i o n "  o f  l a n d  c o n t a i n i n g  N u i q s u t  s u b s u r f a c e  r e f e r  t o  t h e  
e n t i r e t y  o f  t h e  a r e a  ( i n c l u d i n g  a n y  a r e a  n o w  o r  h e r e a f t e r  
s i t u a t e d  w i t h i n  t h e  B e a u f o r t  Sea) e n c o m p a s s e d  w i t h i n  a  fu l l  
s q u a r e  o r  r e c t a n g u l a r  s e c t i o n  ( p r o t r a c t e d  o r  p r o j e c t e d  to t h e  
e x t e n t ,  if any, it is w i t h i n  t h e  B e a u f o r t  Sea) c o n t a i n i n g  
a p p r o x i m a t e l y  640 a c r e s .

S I G N E D  F O R  I D E N T I F I C A T I O N

ay_______
N a m e : 
T i t l e :
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N O T I C E  O F  A S S I G N M E N T S  
O F

S U B S U R F A C E  I N T E R E S T S  A N D  R I G H T S  
U N D E R  S T A T E  O F  A L A S K A  

O I L  A N D  G A S  L E A S E

TO: [NAME AND A D D RESS  O F  L E S S E E ]

T h i s  n o t i c e  p e r t a i n s  to the f o l l o w i n g  o i l  a n d  g a s  l e a s e  
(the " S u b j e c t  L e a s e " )  i s s u e d  b y  t h e  S t a t e  o f  A l a s k a :

O i l  a n d  G a s  L e a s e  A D L  ___________________
a d d : ( o r i g i n a l l y  n u m b e r  A D L   , „
d e s c r i b i n g  t h e  f o l l o w i n g  l a n d s  i n  the B a r r o w  r e c o r d i n g  
d i s t r i c t ,  S t a t e  of A l a s k a :

[ I f  a p p l i c a b l e ,
)]

T o w n s h i p N o r t h ,  R a n g e East, U m i a t  M e r i d i a n :

s e c t i o n
s e c t i o n

C o n t a i n i n g  
P r e m i s e s " ) .

a l l  (640 acres)
; a l l  (640 a c r e s ) *

ac r e s ,  m o r e  o r  l e s s  (the " L e a s e

[ * l f  l e s s  t h a n  a l l ,  d e s c r i b e  p o r t i o n  a n d  a c r e s . ]

Notice' is h e r e b y  g i v e n  that:

1. T h e  S t a t e  o f  A l a s k a  ("State") a n d  A r c t i c  S l o p e  
R e g i o n a l  C o r p o r a t i o n  ("ASRC") e n t e r e d  i n t o  t h e  " 1 9 9 1  S e t t l e m e n t  
A g r e e m e n t  B e t w e e n  A r c t i c  S l o p e  R e g i o n a l  C o r p o r a t i o n  a n d  T h e  S t a t e  
of A l a s k a "  ( " S e t t l e m e n t  A g r e e m e n t " )  w h i c h  w a s  r a t i f i e d  a n d
a p p r o v e d  b y  t h e  A l a s k a  L e g i s l a t u r e  i n  c h a p t e r  ____ S L A  1 9 9 ___. T h e
S e t t l e m e n t  A g r e e m e n t  h a s  .been r e c o r d e d  i n  t h e  r e c o r d i n g  o f f i c e  of 
t h e  B a r r o w  r e c o r d i n g  d i s t r i c t  a n d  h a s  b e e n  n o t e d  i n  t h e  l a n d s  
r e c o r d s  system m a i n t a i n e d  b y  t h e  S t a t e ' s  D e p a r t m e n t  o f  N a t u r a l  
R e s o u r c e s .

2., P u r s u a n t  to t h e  S e t t l e m e n t  A g r e e m e n t ,  b y  w a r r a n t y
d e e d  m a d e  e f f e c t i v e  a s  of __________________ , 1 9 9 ___, A S R C  c o n v e y e d  to
t h e  S t a t e  a n  u n d i v i d e d  p e r c e n t a g e  i n t e r e s t  (the " S t a t e  
P e r c e n t a g e " )  i n  a n d  to  a l l  p o r t i o n s  of t h e  s u b s u r f a c e  i n  t h e  
r e s p e c t i v e  s e c t i o n s  i n  t h e  L e a s e  P r e m i s e s  o w n e d  b y  A S R C ,  
i n c l u d i n g  b o t h  u p l a n d s  a n d  s u b m e r g e d  l a n d s  n o w  a n d  h e r e a f t e r  
e x i s t i n g ,  a s  f o l l o w s :

1991 S e t t l e m e n t  A g r e e m e n t
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Section No, State Percentaop

3. Pursuant to the Settlement Agreement, by patent
no.__________ made effective as of  , 199___, the State
conveyed to A S R C  an u n d ivided percentage interest (the "ASRC 
Percentage") in and to all portions of the subsurface in the 
respective sections in the Lease Premises owned by the State, 
including both uplands and submerged lands now and hereafter 
existing, as follows:

Section No.______________________________________ASRC Percentage

4. As p r o v i d e d  in the Settlement Agreement, no change 
in the boundary, location, or extent of submerged lands or 
uplands wit h i n  any section of the Lease Premises will alter, 
increase, or d i m i n i s h  the State Percentage or the ASRC Percentage 
of the subsurface and rentals, royalties, and other subsurface 
revenues in a n d  attributable to such section owned by the State 
and ASRC, respectively.

5. As p r o v i d e d  in the Settlement Agreement and 
notwithstanding any pr o v i s i o n  of section 1 4 (g) of the Alas k a  
Native Claims S e t tlement Act of 1971 ("ANCSA"), all rentals, 
royalties, and other subsurface revenues with respect to and 
payable on account of p r o d u c t i o n  of oil or gas from each section 
of the Lease Premises shall be owned b y  a n d  payable to the State 
a n d  ASRC, respectively, in pro p o r t i o n  to the State Percentage and 
ASRC Percentage in that p a r t i c u l a r  section and shall not be 
p o o l e d  or communitized w i t h  or payable to the owners of the 
subsurface in a n y  ot h e r  section of the Lease Premises.

6. A s  p r o v i d e d  for in the Settlement Agreement, the 
lessee under the Subject Lease is hereby directed to p a y  all 
rentals, royalties, and other subsurface revenues becoming 
payable b y  the lessee u n d e r  the Subject Lease af t e r  the effective 
date of the w a r r a n t y  d e e d  a n d  patent described in paragraphs 2 
and 3 above, as follows:

(a) To ASRC, to the extent of the applicable ASRC 
Percentage in the s u bsurface in the part i c u l a r  section of 
the Lease Premises w i t h  respect to which such rentals, 
royalties, or other subsurface revenues beco m e  payable, at 
the following address (or such other address of w h i c h  notice 
is h e r e a f t e r  g i v e n  by A S R C  to such l e s s e e ) :

1 99 1 S e t t l e m e n t  A g r e e m e n t
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(b) To the State, to the extent of the applicable 
State Percentage in the subsurface in the particular 
section of the Lease Premises with respect to which 
such rentals, royalties, or other subsurface revenues 
bec o m e  payable, at the following address (or such other 
address of which notice is hereafter given by the State 
to such l e s s e e ) :

7. Notices from the lessee under the Subject Lease to 
the "lessor" under the Subject Lease after the effective date of 
the w a r r a n t y  deed and patent described in paragraphs 3 and 4
above are to be given both to ASRC, at the address shown in
p a r agraph 6(a) above (or such other address of which notice is 
hereafter given by A S R C  to the lessee) and to the State at the 
address 3hown in paragraph 6(b) above (or to such other address 
of w h i c h  notice is hereafter given by the State to the l e s s e e ) .

8. As provided in the Settlement Agreement, from and
after the effective date of the warranty deed and patent 
described .in paragraphs 2 and 3 above, and notwithstanding any
contrary p r o vision of section 14(g) of ANCSA:

(a) As to the applicable State Percentage in each 
respective section of the Lease Premises, the State 
shall have the right and responsibility, with respect 
o n l y  to its State Percentage interest, in its own 
d i s c r e t i o n  to administer and enforce directly any 
t e r m i n a t i o n  provisions, duties, obligations, and 
covenants, express or implied, undertaken by or imposed 
b y  virtue of the Subject Lease; and

(b) As to the applicable ASRC Percentage in each 
r e s p e c t i v e  section of the Lease Premises, ASRC shall 
h a v e  th e  r i g h t  and responsibility, with respect only to 
its ASRC Percentage interest, in its own discretion to 
a d m in is t e r  and enforce d i r ectly any ternr uation 
provisions, duties, obligations, and cc.enants, express 
or implied, u n d ertaken b y  or imposed b y  virtue of the 
Subj e c t  Lease.

9. N o t h i n g  in this notice is intended or shall be 
construed to ratify, validate, or reinstate the Subject Lease as 
to any land or interest therein as to which the Subject Lease is 
not otherwise p r e s e n t l y  v a l i d  and in force and effect.

1991 S e t t l e m e n t  A g r e e m e n t
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10. T h e  e f f e c t i v e  d a t e  of  t h i s  n o t i c e  is t h e  s a m e  d a t e  
a s  t h e  e f f e c t i v e  d a t e  o f  t h e  d e e d  a n d  p a t e n t  d e s c r i b e d  in 
p a r a g r a p h s  2 a n d  3 a b o v e .

S T A T E  O F  A L A S K A

B y --------------------------------------------
D i r e c t o r ,  D i v i s i o n  of Land, 
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

A R C T I C  S L O P E  R E G I O N A L  C O R P O R A T I O N

By_________
(Name)
(Title)

19 91  S e t t l e m e n t  A g r e e m e n t
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A  G R E E M  E N T

T H I S  A G R E E M E N T  e n t e r e d  i n t o  t h i s  3 - f d a y  of J a n u a r y ,  1987, 

is by A R C T I C  S L O P E  R E G I O N A L  C O R P O R A T I O N  ( " A S R C " ) ,  a c o r p o r a t i o n  

a u t h o r i z e d  p u r s u a n t  to S e c t i o n  7 o f  t h e  A l a s k a  N a t i v e  C l a i m s  

S e t t l e m e n t  Act, 85 Stat. 688, 691, 43 U . S . C .  16 0 6  ( " A N C S A " ) ,  a n d

d u l y  o r g a n i z e d  u n d e r  the la w s  of t h e  S t a t e  o f  A l a s k a ,  a n d  K U U K P I K

C O R P O R A T I O N  ( " K u u k p i k " ) ,  a c o r p o r a t i o n  a u t h o r i z e d  p u r s u a n t  to 

S e c t i o n  8 o f  A N C S A  a n d  d u l y  o r g a n i z e d  u n d e r  t h e  la w s  of t h e  S t a t e  

o f  A l a s k a .  A S R C  a n d  K u u k p i k  are c o l l e c t i v e l y  r e f e r r e d  t o  as "t h e  

p a r t i e s " .

W I T N E S S E T H :

W H E R E A S ,  A S R C  d e s i r e s  to e x e r c i s e  its o p t i o n  u n d e r  § 1 4 3 1 ( a )  

of  the A l a s k a  N a t i o n a l  I n t e r e s t  L a n d s  C o n s e r v a t i o n  Act, 94 S t a t .  

2371, 2542, Pub. L. 9 6 - 4 8 7  ("A N I L C A " ), to a c q u i r e  t h e  s u b s u r f a c e

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

b e e n  s e l e c t e d  b y  a n d  h a s  b e e n  or w i l l  b e  c o n v e y e d  t o  K u u k p i k

w i t h i n  t h e  N a t i o n a l  P e t r o l e u m  R e s e r v e  i n  A l a s k a  ( " N P R - A " )

( r e f e r r e d  t o  h e r e i n a f t e r  as t h e  " A S R C  S u b s u r f a c e " ) ;  a n d

W H E R E A S ,  t h e  o p t i o n  o f  A S R C  to  a c q u i r e  t h e  A S R C  S u b s u r f a c e  

w i l l  e x p i r e  o n  J a n u a r y  26, 1987, u n l e s s  e x t e n d e d ;  a n d

W H E R E A S ,  it  is i n  t h e  b e s t  i n t e r e s t s  o f  A S R C  a n d  K u u k p i k  f o r

A S R C  to e x e r c i s e  i t s  o p t i o n  u n d e r  § 1 4 3 1 ( o )  of A N I L C A ;  a n d

1991 S e t t l e m e n t  A g r e e m e n t  -1-
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W H E R E A S ,  t h e  c o n c u r r e n c e  of K u u k p i k  is r e q u i r e d  u n d e r  

§ 1431(o) of A N I L C A  p r i o r  to the e x e r c i s e  of A S R C ' s  o p t i o n  to 

a c q u i r e  t h e  A S R C  S u b s u r f a c e ;  a n d

W H E R E A S ,  the p a r t i e s  r e c o g n i z e d  t h a t  K u u k p i k  m a y  c o n d i t i o n  

its c o n c u r r e n c e  u n d e r  § 1 4 3 1 ( o ) o f  A N I L C A  to r e q u i r e  its f u r t h e r  

c o n s e n t  f o r  A S R C ,  its s u c c e s s o r s  a n d  a s s i g n s ,  to c o n d u c t  o i l  a n d  

g a s  e x p l o r a t i o n  a c t i v i t i e s  t h a t  m a y  o c c u r  w i t h  r e s p e c t  to the 

A S R C  S u b s u r f a c e ,  a n d  to c o n d u c t  a n y  f u t u r e  d e v e l o p m e n t  

a c t i v i t i e s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  to o i l  a n d  g a s  d e v e l o p m e n t  

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

w i t h  r e s p e c t  to t h e  A S R C  S u b s u r f a c e  ( r e f e r r e d  to h e r e i n a f t e r  as 

" E x p l o r a t i o n  a n d  D e v e l o p m e n t  A c t i v i t i e s " ) ;  a n d

W H E R E A S ,  K u u k p i k  is w i l l i n g  to g i v e  its c o n d i t i o n a l  

c o n c u r r e n c e  to A S R C  f o r  a c q u i s i t i o n  o f  t h e  A S R C  S u b s u r f a c e  u n d e r  

§ 1431 ( o )  o f  A N I L C A .

N O W ,  T H E R E F O R E ,  i n  c o n s i d e r a t i o n  o f  t h e i r  m u t u a l  p r o m i s e s  

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

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

a g r e e  as  f o l l o w s ;

1. K u u k p i k  h e r e b y  g i v e s  i t s  c o n c u r r e n c e  f o r  A S R C  to 

e x e r c i s e  i t s  o p t i o n  u n d e r  § 1 4 3 1 (o) of  A N I L C A  to a c q u i r e  t h e  A S R C  

S u b s u r f a c e ,  b u t  K u u k p i k  e x p r e s s l y  c o n d i t i o n s  its c o n c u r r e n c e  in 

s u c h  a c q u i s i t i o n  of  the A S R C  S u b s u r f a c e  b y  r e s e r v i n g  t h e  r i g h t  to 

c o n s e n t  to a n y  E x p l o r a t i o n  a n d  D e v e l o p m e n t  A c t i v i t i e s  t h a t  ASRC, 

i t  s u c c e s s o r s  a n d  a s s i g n s ,  m a y  e n g a g e  i n  f r o m  t i m e  to t i m e  w i t h  

r e s p e c t  t o  t h e  A S R C  S u b s u r f a c e .

1991 S e t t l e m e n t  A g r e e m e n t
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2. A S R C  a g r e e s  t h a t  it w i l l  n o t  e n g a g e  in a n y  E x p l o r a t i o n  

a n d  D e v e l o p m e n t  A c t i v i t i e s  w i t h  r e s p e c t  to t h e  A S R C  S u b s u r f a c e  

w i t h o u t  f i r s t  o b t a i n i n g  t h e  c o n s e n t  r e f e r r e d  to i n  P a r a g r a p h  1 cf 

t h i s  A g r e e m e n t .

D a t e :

D a t e :

A R C T I C  S L O P E  R E G I O N A L  C O R P O R A T I O N

1991 S e t t l e m e n t  A g r e e m e n t
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(7)
Date Referred: February 21, 1992 

Date of Committee Action: z l ± J ±  

The JUDICIARY Committee considered: 

HOUSE BILL NO. 4°2

E .USE COMMITTEE REPOI
FURTHER REFERRALS: Finance

HB 422

REVOCATION OF DRIVER’S LICENSE

"An Act relating to the revocation of a person’s driver’s license, privilege to drive, or privilege to obtain a 
license; and providing for an effective date."

RECOMMENDATIONS: 
be replaced with_______

] have attached amendments(s) 
] do pass 
] do not pass 
] no recommendations 
] individual recommendations 
] additional referral to th e ___

*\  [ ] the same title
C - S  m  4 3 A  /  q - u J U  ^fxTa new title

Committee

ADOPTS: (iouU' T f / f ^ o r W ? ^  fnwi „ , / / ^ letter of Intent

ATTACHES NEW FISCAL NOTE(s): ^

[ ] fiscal impact_________________________

APPROVES PREVIOUS: ^
d  P s  V<a'7r iX-

P f i s c a l  note(s)  _____________

(DepVDwe)

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



A l a :  S t a t e  L e g i s I  t u r e

H O U S E  O F  R E P R E S E N T A T I V E S

P.O. Box V 
State Capitol 

Juneau, Alaska 99811

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

L E T T E R  O F  I N T E N T

It is t h e  i n t e n t  o f  t h e  H o u s e  T r a n s p o r t a t i o n  C o m m i t t e e  t o  
r e d u c e  t h e  D e p a r t m e n t  of P u b l i c  S a f e t y  f i s c a l  n o t e  a t t a c h e d  t o  
. H B  422 t o  zero. T h e  c o m m i t t e e  b e l i e v e s  t h e  f u n d s  r e q u e s t e d  

f o r  o n e  a d d i t i o n a l  f u l l  t i m e  p o s i t i o n  m a y  n o t  b e  n e c e s s a r y .  
H o w e v e r ,  as t h e  r e q u i r e m e n t s  i n  H B  422 a r e  f e d e r a l l y  m a n d a t e d ,  
t h e  H o u s e  T r a n s p o r t a t i o n  C o m m i t t e e  r e q u e s t s  t h e  F i n a n c e  
C o m m i t t e e s  e v a l u a t e  t h e  D P S  f i s c a l  n o t e  t o  d e t e r m i n e  t h e  n e e d  
f o r  t h e  a d d i t i o n a l  p o s i t i o n .

Official Business
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F I S C A L  N O T E

Revision D a t e : ___________________________
Title: "An Act relating to the revocation of
a driver's license for drug convictions. . _____

S T A T E  O F  A L A S K A
1 9 9 2  L E G I S L A T I V E  S E S S I O N

Sponsor:
Requestor:

Rules
Governor

No. 1
Bill Version: HB 422

(H ) Publish Date:_

Department Affected: Public Safety
BRU: Motor Vehicles__________________

i / 2 7 / 9 2

Component: Driver Services

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

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0 43 .3 43 .3 43 .3 43 .3 43 .3
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 1.4 1 .4 1 .4 1.4 1.4
SUPPLIES 0 .5 .5 .5 .5 .5
EQUIPMENT 0 8 .2 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 53 .4 4 5 .2 4 5 .2 4 5 .2 4 5 .2

CAPITAL 0 0 0 0 0 0

REVENUE GF/PRGM 0 54 .0 54 .0 54 .0 54 .0 54 .0
FUND SOURCE: 1005

FUNDING: (Thousands o f Dollars)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER GF/PRGM 
FUND SOURCE: 1005

0 53 .4 45 .2 4 5 .2 4 5 .2 45 .2

TOTAL 0 53 .4 4 5 .2 4 5 .2 4 5 .2 4 5 .2
POSITIONS:

FULL-TIME 0 1 1 1 1 1
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact:
ANALYSIS: (Attach a separate page if necessary.) 

See attached.

Juanita H en s leyy '^ _____________  ̂   Phone: ,4 6 5 -4 3 3 5 ./O jy  Prepared By:
Lji") i l l  Division: . m um  xmmea ___________  uoic.  it 11 izu.______

i ^ p p r o v e d  by Commissioner: V B ib h a r d  L. Burton
Motor .Vehicles__________________________   Date: -..1/17 /32

x  Agency:  Department of Public Safety___________________________   Date: . .1/17/92
D istr ib u tio n  (by p re p a re r) :  L eg . F in ., L eg is la tiv e  S p o n so r , R e q u e s to r ,  O M B /D B R , G o v . L eg is. O fc ., & Im p a c to d  A g e n c y ( le s ) .

0 - - . ! . l T. £ £ J l o e x , .  P a g e ___ 1 o f __4_R e v  1 0 /7 /9 1



D e p a r t m e n t  of P u b l i c  Safety
A n a l y s i s  f or Fiscal No te
P a g e  2 of 4

T h i s  bill, m a n d a t e d  b y  f e d e r a l  law, w i l l  r e q u i r e  t h e  D i v i s i o n  o f  
M o t o r  V e h i c l e s  t o  r e v o k e  t h e  d r i v e r ' s  l i c e n s e  o f  p e r s o n s  w h o  h a v e  
b e e n  c o n v i c t e d  of c o n t r o l l e d  s u b s t a n c e  o f f e n s e s  in A l a s k a  o r  in 
t h e  F e d e r a l  C o u r t  s y s t e m .

T h e  D e p a r t m e n t  of  L a w  r e p o r t s  t h a t  a p p r o x i m a t e l y  5 0 0  p e r s o n s  a 
y e a r  a r e  c o n v i c t e d  o f  m i s d e m e a n o r  o r  f e l o n y  d r u g  o f f e n s e s  e a c h  
y e a r  in A l a s k a .  T h e  f e d e r a l  l a w  r e q u i r e s  t h a t  n o t i c e  o f  a 
c o n v i c t i o n  m u s t  be  s e n t  t o  t h e  o f f e n d e r ' s  h o m e  st a t e ,  a n d  t h e  
h o m e  s t a t e  m u s t  t a k e  t h e  a c t i o n  t o  r e v o k e  t h e  d r i v e r ' s  l i c e n s e .  
T h e  f e d e r a l  c o u r t s  w e r e  n o t  a b l e  t o  r e p o r t  t h e  n u m b e r  o f  A l a s k a  
r e s i d e n t s  w h o  a r e  c o n v i c t e d  of  d r u g  o f f e n s e s  n a t i o n w i d e ;  t h e  
D i v i s i o n  o f  M o t o r  V e h i c l e s  e s t i m a t e s  a n  a d d i t i o n a l  100 
c o n v i c t i o n s  f r o m  t h e  f e d e r a l  c o u r t s .

I n  o r d e r  t o  h a n d l e  t h e s e  600 a d d i t i o n a l  l i c e n s e  s u s p e n s i o n s  a 
y e ar, o n e  f u l l - t i m e  D o c u m e n t  P r o c e s s o r  III w i l l  b e  r e q u i r e d .  T h e  
d u t i e s  of t h i s  p o s i t i o n  are d e t a i l e d  i n  t h e  a t t a c h e d  r e q u e s t  f o r  
a n e w  p o s i t i o n .  T h e  c o s t  f o r  p e r s o n a l  s e r v i c e s  f o r  a D o c u m e n t  
P r o c e s s o r  III is 37.9; t h e  a d d i t i o n a l  5.4 is f o r  o v e r t i m e  
e x p e n s e s  a s s o c i a t e d  w i t h  r e i n s t a t e m e n t  of a r e v o k e d  d r i v e r ' s  
l i c e n s e s .  T h e  o v e r t i m e  p a y  is r e q u e s t e d  in  l i e u  o f  a M o t o r  
V e h i c l e  R e p r e s e n t a t i v e  III p o s i t i o n ,  a s  t h e  w o r k l o a d  r e q u i r e d  t o  
r e i n s t a t e  t h e  o f f e n d e r s '  d r i v e r ' s  l i c e n s e s  w i l l  b e  b o r n e  b y  a l l  
o f  t h e  M o t o r  V e h i c l e  F i e l d  o f f i c e s  t h r o u g h o u t  t h e  st a t e .

T o  r e v o k e  600 a d d i t i o n a l  d r i v e r ' s  l i c e n s e s  a y e a r  t a k e s  o v e r  30 
p r o c e s s i n g  s t e p s  p e r  r e v o k e d  l i c e n s e .  E a c h  p r o c e s s i n g  s t e p  
v a r i e s  in t h e  t i m e  i t  t a k e s  t o  c o m p l e t e  t h e  t r a n s a c t i o n .
C o m p l e t e  a c c u r a c y  is e s s e n t i a l  as  a n  e r r o r  of e n t r y  o n t o  a r e c o r d  
c o u l d  r e s u l t  in c i v i l  l i a b i l i t y  t o  t h e  State. I t  t a k e s  
a p p r o x i m a t e l y  20 m i n u t e s  p e r  a p p l i c a n t  t o  r e i n s t a t e  a r e v o k e d  
d r i v e r ' s  l i c e n s e ;  t h e  p e r s o n  m u s t  m a k e  a n e w  a p p l i c a t i o n  f o r  t h e  
d r i v e r ' s  2 icense, t a k e  a l l  o f  t h e  r e q u i r e d  t e s t s ,  p a y  t h e  
r e i n s t a t e m e n t  f e e  a n d  s u b m i t  p r o o f  o f  S R - 2 2  ( C e r t i f i c a t e  of 
I n s u r a n c e ) , t h u s  t o t a l l i n g  a p p r o x i m a t e l y  2 0 0  h o u r s  o f  a d d i t i o n a l  
w o r k l o a d  f o r  t h e  M o t o r  V e h i c l e  F i e l d  o f f i c e  p e r s o n n e l .

U n d e r  e x i s t i n g  law, e a c h  p e r s o n  w h o s e  l i c e n s e  h a s  b e e n  s u s p e n d e d  
m u s t  p a y  a $100 fee w h e n  a p p l y i n g  f o r  r einstatement, o f  h i s  o r  h e r  
d r i v e r ' s  l i c e n s e .  A s s u m i n g  t h a t  90 p e r c e n t  of t h e  i n d i v i d u a l s  
w h o  a r e  e l i g i b l e  f o r  r e i n s t a t e m e n t  w i l l  c o m p l y  w i t h  t h e  
r e i n s t a t e m e n t  r e q u i r e m e n t s ,  a p p r o x i m a t e l y  5 4 . 0  w i l l  be  g e n e r a t e d  
a n n u a l l y  as  p r o g r a m  r e c e i p t s .

No. 1
Bill V ers ion : HB 4 2 2

(H) Pub lish  Date: 1 / 2 7 / 9 2
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D E T A I L

F Y 9 4

1 0 0  P E R S O N A L  S E R V I C E S  43 . 3
O n e  D o c u m e n t  P r o c e s s o r  III 37.9 
O v e r t i m e  f o r  M V R I I I  F i e l d  O f f i c e  5.4

200 C O N T R A C T U A L  1.4
P o s t a g e  a n d  t o l l s

4 0 0  S U P P L I E S  .5
R o u t i n e  O f f i c e  S u p p l i e s

50 0  E Q U I P M E N T  8.2
1 C o m p u t e r  T e r m i n a l  
1 N e t w o r k  L i n e  H o o k - u p  
1 D e s k  
1 C h a i r
1 5 - D r a w e r  F i l e  C a b i n e t

T O T A L  5 3 . 4

No. 1

C O / t f f y j i  Bill V e rs ion :.  HB 4 2 2
Q Q p y  (H) Publish Date: 1 / 2 7 / 9 2



P osit ion  T i t le
Document Processor I I I

No. o f  Positions
1

Range/Step
10A

Barg. Unit 
GGU

Time Status 
PFT

Staff Months 
12

Location
Juneau

E lec t ion  D i s t r i c t

Type of Expenditure
1

Salary"
Benefi ts*
Premium Pay (Included in Above)
Other

Total Personal Services

25.3
12.6

/ / / / / / / / / / / / / / / / / /
/ / / / / / / / / / / / / . ' / / / /
/ / / / / / / / / / / / / / / / / /

Travel
Contractual
Commodi ti  es
Equi pment
Other -  Overtime

Total Cost

Amount

/ / / / / / / / / / / / / / / / / / /
/ / / / / / / / / / / / / / / / / / /
/ / / / / / / / / / / / / / / / / / /
/ / / / / / / / / / / / / / / / / / /

37.9

1.4

8.2
5.4

53.4

Funding Source for Total Cost
Federal Receipts 1002
G.F. Match 1003
General Fund 1004
Program Receipts/GF 1005
I-A Receipts 1007
CIP Receipts 1061
Other

53.4

" Personal Services Salary and Benefits Costs are from PACS 
calcu la tions.

Ju s tif ic a tio n

This position would handle the necessary paperwork and computer 
entry onto the person 's driving record. Among other duties, 
th is  person will send out notice of license revocation, prepare 
f i l e s ,  prepare c e rtif ie d  copies of driving records, f i l e ,  close 
f i le s  out, san itize  for microfilm, microfilm, enter microfilm 
documents for microfilm re tre iv a l, en ter license revocation, 
change s ta tu s , change record to re f le c t new court action, send 
judgement to home s ta te  of an o u t-o f-s ta te  residen t, and process 
court judgements fo r driving while license revoked.
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Date Referred: January 27, 1992 FURTHER REFERRALS: f^udiciary^)
. , Finance

Date of Committee Action: _Zj2.b.J$3-

HOUSE COMMITTEE REPORT ^ „
■ 2 - ' 2 ( - a j -

The TRANSPORTATION Committee considered:

HOUSE BILL NO. 422 REVOCATION OF DRIVER’S LICENSE

"An Act relating to the revocation of a person’s driver’s license, privilege to drive, or privilege to obtain a 
license; and providing for an effective date."

RECOMMENDATIONS: [ ] the same title
be replaced with__________________________________________________L ] a new title
[ ] have attached amendments(s)
[\4  do pass
[ ] do not pass
[ ] no recommendations
[ ] individual recommendations
[ ] additional referral to th e _____________________________________Committee

ADOPTS: j4s>u<.zs risrfr,rizJl,,^ letter of Intent

ATTACHES NEW FISCAL NOTE(s): ^  APPROVES PREVIOUS:

[ 'J fiscal imoact r .___________________    [^'ffiscal note(s) S_____ 1 ^  ^

[ ] zero fiscal note__________________________  [ ] zero fiscal note(s)______________________

OTHER RECOMMENDATIONS



B r e a k t h r o u g h
P R O V I D E N C E  P r L A N G D O N
H O S P I T A L  O C C  L I N I C

F e b r u a r y  2 8 ,  1 9 9 2
Obed Nelson, Program  Director 
Aron Wolf, M.D., Medical Director

R e p r e s e n t a t i v e  D a v e  D o n l e y ,  C h a i r  
H o u s e  J u d i c i a r y  C o m m i t t e e  
3 1 1  C S t r e e t ,  S u i t e  4 5 0  
A n c h o r a g e ,  A k .  9 9 5 0 3

D e a r  R e p r e s e n t a t i v e  D o n l e y ,
I  a m  v / r i t i n g  t h i s  l e t t e r  t o  e x p r e s s  m y  c o n c e r n  a b o u t  t h e  i n t r o d u c t i o n ,  
a t  t h e  G o v e r n o r s  r e q u e s t ,  H B 4 2 2 .  T h i s  b i l l ,  i n  a c c o r d a n c e  w i t h  
f e d e r a l  l e g i s l a t i o n ,  p r o p o s e s  t o  r e v o k e  t h e  d r i v e r s  l i c e n s e s  o f  
p e r s o n s  c o n v i c t e d  o f  c r i m e s  i n v o l v i n g  i l l e g a l  d r u g s .
I  h a v e  w o r k e d  a s  b o t h  a  c l i n i c i a n  a n d  a d m i n i s t r a t o r  i n  t h e  f i e l d  o f  
d r u g  a b u s e  a n d  d e p e n d e n c e  f o r  o v e r  1 3  y e a r s .  D u r i n g  t h i s  t i m e  I  h a v e  
d e s i g n e d  a n d  m a n a g e d  t r e a t m e n t  p r o g r a m s  i n  b o t h  r u r a l  a n d  u r b a n  a r e a s  
o f  A l a s k a .  I  h a v e  h a d  t h e  p l e a s u r e  o f  s e e i n g  m a n y  p a t i e n t s  r e c o v e r  
f r o m  d r u g  d e p e n d e n c e .  T h e  p a t i e n t s ,  t h e i r  f a m i l i e s ,  t h e i r  e m p l o y e r s ,  
a n d  s o c i e t y  a s  a  w h o l e  b e n e f i t  g r e a t l y  f r o m  t h e  s u c c e s s f u l  r e h a b i l i t a ­
t i o n  o f  d r u g  a b u s e r s .
T h e r e  a r e  n u m e r o u s  v a r i a b l e s  t h a t  d e t e r m i n e  w h e t h e r  a  p e r s o n  i n v o l v e d  
w i t h  i l l e g a l ,  d r u g  r e l a t e d  a c t i v i t i e s  c a n  b e  s u c c e s s f u l l y  r e h a b i l i t a ­
t e d .  H a v i n g  d r u g  a b u s e r s  r e c e i v e  a  m a n d a t o r y  p r o f e s s i o n a l  c l i n i c a l  
e v a l u a t i o n  f o l l o w e d  b y  p l a c e m e n t  i n  t h e  a p p r o p r i a t e  t r e a t m e n t  m o d a l i t y  
i s  a n  e s s e n t i a l  s t a r t i n g  p o i n t  f o r  s u c c e s s f u l  r e h a b i l i t a t i o n .
T h e  m a j o r i t y  o f  o u r  d r u g  t r e a t m e n t  p a t i e n t s  a r e  e m p l o y e d  f u l l  t i m e  a n d  
s o  a r e  p l a c e d  i n  a n  i n t e n s i v e  o u t p a t i e n t  p r o g r a m  t h a t  m e e t s  i n  t h e  
e v e n i n g s .  T h i s  a l l o w s  t h e m  t o  c o n t i n u e  t o  w o r k  a n d / o r  c o m p l e t e  
e d u c a t i o n a l  c l a s s e s  a n d  j o b  t r a i n i n g  d u r i n g  t h e  d a y .  A l l  o f  t h e s e  
a c t i v i t i e s  o f t e n  r e q u i r e  a  d r i v e r s  l i c e n s e .  F u r t h e r ,  i f  t h e y  l o s e  
t h e i r  l i c e n s e s ,  a n d  t h u s  t h e i r  e m p l o y m e n t ,  t h e y  o f t e n  l o s e  t n e i r  
h e a l t h  c a r e  b e n e f i t s  a n d  t h e  i n c o m e  t h e y  n e e d  t o  c o v e r  t h e  c o s t  o f  
t r e a t m e n t  a n d  f i n e s .  A l a s k a  i s  k n o w n  f o r  i t ' s  h a r s h  w e a t h e r  a n d  p o o r  
p u b l i e  t r a n s p o r t a t i o n  s y s t e m s { a n d  a d o p t i n g  H B 4 2 2  w o u l d  p r e v e n t  m a n y  
p e r s o n s  f r o m  b e i n g  a b l e  t o  m a i n t a i n  e m p l o y m e n t  a n d  p a r t i c i p a t e  i n  t h e  
d r u g  t r e a t m e n t , e d u c a t i o n a l  a n d  j o b  t r a i n i n g  t h e y  m a y  n e e d  t o  g e t  o f f  
a n d  s t a y  o f f  d r u g s .  F o r  t h e s e  r e a s o n s ,  I  s e e  H B 4 2 2  a s  a  s e l f -  
d e f e a t i n g ,  n a r r o w  m i n d e d  b i l l  a n d  I  u r g e  y o u  a n d  o t h e r  l e g i s l a t o r s  t o  
o p p o s e  i t s  p a s s a g e .

S i n c e r e l y ,

C h i p  A m e s
C l i n i c a l  S u p e r v i s o r
N o t e :  T h e  U A A  l i b r a r y  s e a r c h  s y s t e m  i f  p r e s e n t l y  b a c k e d - u p .  I f  y o u
d e s i r e ,  I  c a n  l o c a t e  s o l i d  r e s e a r c h  t h a t  w i l l  s u b s t a n t i a t e  t h e  p o i n t s  
m a d e  i n  t h i s  l e t t e r .  I  n e e d  t w o  w e e k s  n o t i c e .  I  c a n  b e  c o n t a c t e d  a t  
( 9 0 7 )  2 6 1 - 3 0 0 3 .

C h e m i c a l  d e p e n d e n c y  r e c o v e r y  p r o g r a m s
BREAKTHROUGH, P.O. Box 196604, Anchorage, AK 99519-6604 907-261-3003



N a t i o n a l  A s s o c i a t i o n  
o f  G o v e r n o r s ’ H i g h w a y  S a f e t y  R e p r e s e n t a t i v e s

November 20. 1991

Docket Section
National Highway Traffic Safety Adm inistration 
Room 5109 Nassif Building 
400 7th SL S.W.
Washington 0. C. 20590

Ml« IIIII'I h 
Vll VI 11. •

Wllll.HI) I..
IV

SlK*rit liii 1 1< 
Si i

Re: Docket No. 91-17; Notice 1
Drug Offender's License Suspension l

Dear Sir or Madam:

The National Association of Governors1 H ighway Safety Representatives (NAGHSR) has reviewed the 
notice of proposed rulemaking and Is pleased to  subm it our comments on I t

As you may be aware, NAGHSR believe* that suspension o r rm m atO ond l a  d r W s  Hcense’J o r * .  
purpose unrelated to  a  driving offense sets a bad precedent and .1* p oo r pobttc polio*. NAGHSR Is 
strongly opposed to  such a policy. We are equally opposed to  the sanctions relating to this requirement 
and believe that the "opt out* provisions w hich enable a state to  refrain from complying are politically 
unworkable and unacceptable to  states. We understand, however, that NHTSA had little to  do wtth the 
requirement's authorization and Is only responsible for Us implementation. Our remarks, therefore, will 
be limited to Implementation Issues.

In genera), we are disappointed that It to o k  the Agency over a year to promulgate a Notice of Proposed 
Rulemaking on this requirement. The sta tu tory language explicitly defines the circumstances under 
which a license Is to be suspended, the persons affected by the requirement, and the penalties 'o r  
noncompliance w ith  the requirement, leaving the Agency relatively little flexibility for Interpretation. 
Consequently, we do not understand w hy  the Agency could not have acted more expeditiously. Aa.a- 
re«ult o< -tlw .A o*ncy*4n *c tkM V ^a tae  hava been la ft,lp lab *y»n c *  *wd - we»* iin* hi *  l» . ia i>* po*ithue  ac tion 
w h ich  w o u kL h « ip ,th « n ,* it l*« to w w *’k * 0- compliance- with the statutory criteria or subm it an annual 
certification. A year was lost to  the states whfle the d o c k  was ticking toward the compliance deadlines.

Although the Agency took over a year to  draft the proposed rulemaking, f r hom ta iw 9 >rp M Olk^ g«|ty..4o 
day^ j^ lfih rlfliiiftg rM Q flJ^ i This Is Insufficient time fo r com m en t We are particularly concerned that the 
state motor vehicle licensing agencies, w h ich  will bear the burden of implementing the requirements, will 
not have sufficient time to  fully analyze the proposed rulemaking and determine its Impact on individual 
state licensing operations. We strong ly urge NKTSA to  extend the com m ent period fo r another thirty

Enforcement
Our primary concern Is w ith the requirem ent relating to  the enforcement of state drug calenders license 
suspension laws. NHTSA has proposed that states Indicate what steps they are taking to  enforce the 
law. The Agency has suggested that states could meet this requirement by exchanging drug conviction 
Information w ith other states or by entering into data exchange agreements w ith the federal government. 
This proposal, however, assumes that Inform ation Is complete, accurate and readily available and that 
states have the capacity to both access that Information and exchange it.

days.

According to the National Criminal Justice Association, d isposition information relating to drug anests Is 
extremely difficult to obtain. The availability, reliability and completeness of the data varies considerably 
from court jurisd iction to court jurisd iction. As is the case wrth court information relating to m otor



v eh Id a violations, most courts do not have a court tracking system that monitors cases from ’ cradle to 
grave’ . In many stales, anest and conviction Information la not routinely conveyed to the state licensing 
agency. A new data linkage system would have to  be developed w ithin the state just to convey In-state 
conviction Information to the licensing agency.

Additionally, states generally do not have the capability to  undertake state-to-state exchanges of drug 
conviction-related data. WhPe the states are In the process of Improving their criminal justice data bases 
In response to a number of federal legislative mandates, It will be many years before complete and 
accurate conviction Information Is available In a uniform  form at that Is easily transferable between states. 
Furthermore, many states are p ro h ib ite d  from  circulating arrest Information w ithout data relating to 
disposition, making state-to-state transfers difficu lt If not Impossible.

The National Criminal Justice Association also Indicated that the federal government drug-related data 
base does not fare much better. The National Crime Information Center (NCJC) Is presently undergoing 
a transformation from a centralized crim inal justice database to  a pointer system that Is set up similar to 
the National Driver Register. A state of Inquiry that wishes to  access Information about drug convictions 
will contact the NCIC which In turn wfll notify the state o f orig in about the Inquiry. The state of origin will 
provide the requisite data back through the NCIC, assuming that It has such Information.

The NCIC Is In the process of developing such a pointer system, but It will take years before the system 
Is completed, just as It has taken years for the development and Implementation of the NDR.
Furthermore, It Is very undear whether the NCIC has taken this new legislative mandate Into account in 
the development of the pointer system, and also extremely uncertain that the new system will have the 
capacity to  handle the hundreds of state Inquiries that th is legislative mandate wHI generate.

The Senate report suggested that states could enter Into Interstate agreements to  exchange conviction 
Information. NHTSA has proposed that these agreements could be modeled after the Driver License 
C om pact However, it has taken years for the states to  agree to  participate in the Driver License 
Compact and Non-Resident C om pact It Is likely that a new com pact fo r drug-convlctlon Information will 
also take years to Implement Furthermore, if the data Is not generally available or there Is a state 
prohibition against Information exchange, then state com pacts w ill be useless.

We are further concerned that the d rug conviction records requirement NHTSA Is proposing will be an 
enormous financial burden on a state at a tim e when states can ill afford new financial demands. The 
financial Investment that wiH be required o f a state wHI surely take funds away from other, more pressing , 
traffic records needs.

U ntl reliable and accurate conviction-related data Is readily available on a national basis, NAGHSR 
believes that a state should only be required to  subm it data Indicating the number of driver licenses that 
have actually been revoked or suspended (Including those for federal convictions and juvenle 
adjudications), using whatever data is available to  the state.

Compelling Circumstances
NAGHSR1* second concern relates to  the Issue of 'com pe lling  circumstances'. NHTSA has Indicated 
that It w il not gNe a regulatory definition of a com pelling circum stance (I.e. a hardship waiver) In order 
to  give a state maximum flexibility to  establish, w ith in  reason, its own definition. In the rulemaking, the 
Agency has Indicated that the conditions under w h ich a hardship or restricted license should be Issued 
are very limited w ithout specifying w hat those lim its are. Clearly the drafters of the rulemaking had some 
notion of what those limited conditions may be, yet were not w illing to expllctfy define those 
circumstances under the aegis of 's ta te  flexibility*.

While we applaud NHTSA's w illingness to  maxim ize state discretion on an important definitional Issue, 
the Agency's stance Is problematic fo r states. In effect, the Agency nas created a guessing game for 
states on the Issue of compelling circum stances, and states must guess what the drafters had In mind. If



a stat* guess** correctly, then It may be considered In com pliance. If a s ta l* guesses Incorrectly, then 
a stale may stand to  loos* a considerable proportion of Its highway construction revenues. For stales, 
ti\is Is a very high stake* guessing game.

NAGHSR recommends that the Agency at least provide some examples and give the state some 
guidance on appropriate and reasonable com pelling circum stances o r provide some criteria by which 
the states could Judge the reasonableness o f their proposed 'com pelling circumstances'. The Agency 
needn't lim it the conditions to those Identified In the n i© m aking and could provide some ooen-ended 
regulatory language which would allow states to  provide additional definitions as long as the definitions 
satisfied the specified criteria.

Revocation and Suspension
NAGHSR recommends that license suspension for Imprisoned Individuals run concurrently w ith the JaU 
term. We agree that a prison sentence Is a m uch greater deterrent than the license suspension 
sanction. We also believe that concurrent penalties w ould reduce sta t* administrative burdens.

Thank you for the opportunity to  subm it our views on this Im portant n iem aking. NAGHSR looks forward 
to  the final and expeditious prom ulgation of the regulations.

Sincerely,

£
Eugene 
Chairman

Peterson
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WALTER J .  HICKEL
GOVERNOR

S t a t e  o f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R  
J U N E A U

January 27, 1992

The Honorable Ben Grussendorf 
Speaker o f the House 
Alaska State Legislature 
State Capitol 
Juneau, AK  99801-1182

Dear Speaker Grussendorf:

Under the authority o f art. Ill, sec. 18, o f  the Alaska Constitution, / am 
transmitting a bill relating to the revocation o f a person's driver's license, privilege 
to drive, or privilege to obtain a license upon conviction for an offense involving 
controlled substances.

The b ill requires a court to revoke, for a minimum o f six months, a person's 
driver's license, privilege to drive, or privilege to obtain a license when the person 
is convicted o f any drug offense. A new  federal law  (Public Law 101-516, 
November 5, 1990) requires the withholding o f  federal highway money i f  the state 
does not enact this legislation by October 1, 1993. The only alternative by which 
the state could continue to receive the highway money at risk ($ 15,000,000) is if, 
during this session, / certify that / am opposed to the enactment o f such a law  and 
both houses o f this legislature adopt resolutions expressing opposition to such a 
law.

The provisions o f this b ill are similar to existing state law (AS 28.15.185) 
governing the revocation o f the driver's license o f a juvenile who is adjudicated 
delinquent for a drug or alcohol offense. This b ill is broader for drug-related 
offenses, however, in that i t  applies to a ll persons and not ju s t juveniles. Under 
the bill, the period o f revocation o f a juvenile 's license or privilege to drive is 
increased to a minimum o f six months fo r a drug-related conviction or adjudication.

/ urge your favorable action on this bill.

. Hickel
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Sec. 330. (a) Auxiliary Fuotn Stavicr Station Pmceam.—The 
Administrator of the Federal Aviation Administration shall develop 
And implement « system of manned Auxiliary flight service stations. 
The auxiliary flight service station* shall supplement the service* of 
the planned consolidation to 81 automated /light service itationa 
under the fll?ht isrvic* station raodemlution program. Auxiliary 
flight aervice station* shall be luceted in areaa or unique weather or 
operational condition! which are critical to the safsiv of flight. Not 
later than 180 day* after the date of enactment or thia Act, the 
Administrator of the Federal Aviation Administration shall report 
to Congress with the plan and schedule for implementation of this 
section.

(b) National Weather Ghawics Syitim.—None of the funds 
made available in this Act may be used by the Federal Aviation 
Administration fora now National Weather Graphics System.

Sac. 331. National 25 MPH S»sid Lturr Fn*oscim£nt Pen* 
ALTiEf.-NotwithstAnding sections 141(a) and 134 of tltla 23, United 
States Code, none of the funds in this or any previoua or subsequent 
Act shall be used for the purpoee of reducing or reeemng any 
portion of a State's apportionment of Federal-aid highway funds as 
required by section 15*(fl of title 23, United States Code, for reason 
of noncomplianee with the criteria of that subsection during fiscal 
year 1939. The Secretary shall promptly restore any apportionments 
which, prior to enactment of this Act. were reduced or reserved front 
obligation for reason of noncomplianee under section 154<f) during 
said fiscal year.
Sec. £82. Unless specifically provided in this Act, none of the 

funds in thia Act studl be available to initiate multiyear contracts 
for a program which meets the criteria of a Level 1 or Level II major

3utem acquisition as defined by Department of Transportation 
rder 4200.14 if the total value of procurement end items in the 
contract, including options, exceed* 5100,000,000; Prouidtd, That for 
the purposa of this section, a multiyear contract la defined as one 

which provides for more than one year's requirements of systems, 
subsystems, or component* within a single contract: Pnviatd fur* 
thir, That nona of the funds in thia Act shall be available to initiate 
contracts for major systems acquisition which include procurement 
options where funding for thoee options ie scheduled to be provided 
prior to delivery to trie Fsderal Government of at least fifty per 
centum of all units previously ordered under that oentraet

Sic. 338. Far each fiscal year the Secretary of Transportation 
nhall withhold five par centum of the amour* required to be appor­
tioned to any 3uta under each of paragraph* (1), (2). (8). and (6) of 
taction 104(b) on the first day of each fiscal year which begins after 
the second AiU calendar year following the date of enactment of this 
section if the State doe* not meet the requirements of paragraph (8) 
on such date.

Subsections (a)(2), (aXS), (b>, and (o) of section 104 of title 23, 
Uaittd Suitti Codf. atv ixrurtdcd M follcrwi:

"(2) The Secretary shall withhold 10 per centum (Including any 
amounts withheld under paragraph (1)1 of the amount required to be 
apportioned to any State under each of paragraphs (1), (£), (5), and 
(ft of section 104(b> on the first day of sech fiecal year which begins 
after the fourth full calendar rear following the date of enactment 
of this section if the State doe* not meet the requirements of 
paretraph (3) on the first day of cuoh fiscal veer.

"(a) A State meets the requirements of tbs paragraph if—

LAW S O P 101st CO N G — 2nd s e s s .  N ov. S
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license to such an Individual for at least I months after the 
Individual applies for tha Issuance or reinstatement of c 
drivar'* license if the individual does not heve a driver’s 
license, or the driver’s license ef the individual U me- I 
pendvdrst'the time the individual la so convicted, or I

\») The Governor of tho State— ”-----
’’«) submit* to (he Secvetary no earlier than the adjourn­

ment sine die of th* first regularly scheduled! session ef the 
State’s legislature which begins after the date of enactment 
of this section a written certiiketlon sutlng that he la 
opposed to th* enactment or enforcement In lus Stats of a 
law described In subparagraph (A) relating to the revoca­
tion, suspension, issuance, or relnautemenr of drivor’e li­
cense* to convicted drug offenders; and

"(11) submits to tha Secretary a written certification tha* 
the legislature (including bitn Houses where applicable) 
has edopUd a resolution expressing it* opposition to a law 

      described In clause (1).
lultiyaar contracts I f  "(bXIXA) Any fundi withheld under mbeectlcn (a) from apportion- 
I or Level II major I I  ment to any State on or before September 83, 1995, shall remain
of Transportation C l  available for apportionment to such Ststg aa folk««i

 -- ,v . . a r  Xi) If »uch funda would have been apportioned under section
, IWfbXJXA) but for this section, such fund* shall remain avail­

able until the end of the fiscal yaar for which such funds are 
authorised to be appropriated.

“(ii) If such funds would haw 
HMtbXSXB) but for i
able until th* end of th* second fiscal yaar fol ___
year for which such funds are authorised to be appropriated.

“(iii) If such fund* would have been apportioned under para­
graph (1). (23, or (6) of section 104(b) but for this section, such 
funds shall remain available until the end of tha third fiscal 
year following the fiscal year for which such funds are 
thortoad to be appropriated.

“(B) No funda withheld under this section from apportionment to 
any State after September 30,1995, shall be available for apportion­
ment to such State.

“(2) tC before the last day of the period for which fUnda withheld 
under subsection (a) from apportionment are to remain available for 
apportionment to a State under paragraph <H tha State meats the 
requirements of subsection (aX3). tha Secretary shall, on tha firm 
day on which tha State meets th* requirement* of subsection (aXV. 
apportion to th* State the funds withheld under subsection (a) that 
remain available for apportionment to tha State.

“(3) Any funda apportioned pursuant to paragraph (2) shall 
remain available for expenditure as follows:

"(A) Funda originally apportioned under section 104(bXSXA) 
shall remain available until the end of the fiscal yaar succeed-

104 STAT. 2185
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in* the fUcai ?Mf la which such hind* art apportioned under putmnh (2).
"(B) Funds originally apportioned under paragraph (1), (2). 

(5XB>, or (6) of section 104(b) shell remain available until the end 
of the third fiscal yter succeeding the fiscal year in which such 
funds sre sc apportioned.

Sum* not obligated st the end of such period shell law* or, in the 
case of funds apportioned under section 104(bX6). shall laps* end be 
made available by the Secretary for prefects in accordance with 
section 118(b).

"(4) If. at the end of the period for which An-td# withheld under 
subsection (a) from apportionment ere available for apportionment 
to a State under paragraph <U the Stat* doee not meet the require* 
menta ef subsection (eX3). such funds shall lapse Or, la the cm* at
funds withheld from apportionment under section lOKbXJ). such 
funds shall Upas and be made available by the Secretary for projects 
in accordance with section 118(b).

"(e) For purposes of this section­
'll) The term 'driver’s license* means a licence issued by a 

State to any individual that authorises the individual to operate
criminal offhaaa

  manufacture, culliva*
Uon, tale, transfer, or the attempt or eeaspiracy to pnwsie, 
distribute, manufacture, cultivate, sell, at* transfer any sub* 
stance the possession of which U proltibited under the 
Controlled Substances Aat or 

"CB1 th* operation of a motor vehicle under tha Influence 
of tuch s rubs taace.

"(3) Tha term 'ennvicted* include* adjudicated under juvenile 
' proceeding*,".
(b) The table of conMnU for chapter 1 of title 23, United State* 

Coda, la amended by addin* at the end thereof the following new 
Item:
"IS*. Psveesdee w ousmslsa «f ihc driver** Uoeise *f i*4M*wU twevloUd tf 

dm * sA ssm.".
See. 334. Unobligated funds authorised to be appropriated by 

section 131(dX2) of the Highway Improvement Act or 1382, Public 
Law 97-424, shall be available for obligation for the project de* 
scrlW  in section USfaXM) of the Federal AW Highway Act ef 1987, 
Public Law 100-17, la Ui* asms manner and to tha sam* extent 
ju^ded is>. section l9UdX<) of the Highway Improvement Act of

Sea 325. Notwithstanding section1127 of title 23, United State* 
Coda the Stale of Wyoming may permit the use of the National 

t* and Defense Highways located in Wyoming, bySystem of Interstate i
vehicles in eaceee of 80,000 pounds groea weight, but meeting axle 
and bridge formula specifications in section 127 ef title 23, United 
Stains Cods: Provided, That thia section shall remain in effect until

1 title 23,
T^rimW 31 1991 

Sac, 3}t. 23 U.fiC. 410(aXlXO i* hereby amended by striking the 
words "within th* time period specified in iubp*r*gr*ph (IT; 23 
U.S.C, 410(e)(2) is hcrsby amended by adding the words "a sigmfl* 

................................. “whfch’’, ‘ ! >----------cant portion o f  sfter the word the first time it appears,

Nov. 3
and by 
thereof 

Bsc. : Fedtral 
study c 
limited 
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Sec. 
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on lOtfcXfi). auch 
retary for project*

car.** issued by • 
UviduaJ to operate
criminal offense

ujfacture, cultiva- 
aplracy to pee***, 
r transfer any rat* 
libited under tha
oder Um Influence
tad under juvenile
29, United Skate* 
tha following new

utjvidwli ewr4«e4 

tor tha
ghway Act of 1887. 
o tha aaoc extaaj
aprovamartl Act *
, 28, United Stataa 
aa of the Natioa*l

U f l K S
orde"**^  
ima it opp*®**

Nov. 4 DOT APPRO.
uid by atrihlng tha worda "convicted of’ and inserting in Uau 
tharaof tho worda "epprahandtd and Rnad for”.

S«. 887. Within 180 days of tha effective date of thia Act, tha 
Federal Aviation Administration shall undtrtaka and complete a 
(tudy on tha classification of aJr traffic controller* at level IV 
liaitad radar approaoh faeilltiaa u»hlch includes airapaco complexity 
cj a factor in determining grade classification. Tha results of thu 
study, alone with an implementation plan, shall bo provided to the 
House and Senate Committees on Appropriations.

Sic. 333. Notwithstanding any provision of th* Urban M«m 
Transportation Act of IMS, ca amended, the Urban Mesa Transpor­
tation Administration shall not withhold fiscal year 1969, I960 or 
1991 funda for any section 3 and section 9 operating and capital 
guistenee grant* for the City of Phoanlx, Arisen*, based on tha 
inclusion or a ''preference in hiring” provision in tha employ**
protective arrangements developed pursuant to 4fl U.3.C. l&tf(e)L 

Sic. 339. Notwithstanding aubeection id) of section 402 of the 
Surface Transportation Assistance An of 1982 (Public Law 97-424, 
88 Stat. 2166, 2168) for State* which hav* received only a develop­
ment grant for fiscal year 1939 under such section 403 and whke

approve a plan
jaovida* that the aggregate expenditure of funde of the State and 
political subdivisions thereof, exclusive of Federal (hade, for 
eomtnercinl motor vehicle safety programs will ba maintained at e 
total which doe* not fall balow th* average level of such expenditure 
for the last two full fiscal yaar* preceding fiscal yaar 1990.
•i Sic. 240. (eXl) None of tha fund* appropriated by thia Act may ba 
obligated or expanded to enter into any contract for the construc­
tion, alteration, or repair of any publio building or public work ia 
Ibc United State* or any territory or possession of th* United State* 
with say contractor or auboontraotor of a foreign cotta tie, or anr  
■spplierof product* of a faraizn country, during any period In which 
such foreign country ia listed by th* United State* Trad* Represent- 
*t|v* under aubaeotton (c) of this section.
-tf) Tha Praaidant or the head of a Federal agency administering’ 
the funds for the construction, alteration, or repair may waive the 

. cmtricUone of paragraph (1) of thia subsection with raapect to am 
Individual contract if the Praaidant or the heed of such agency 

. dKerminae that such action Is necessary for th* nubile inter**, The 
botherity of the President or the head of a Federal axency under 

r t ts  paragraph may nob be delegated. The President or the heed of a 
; Vtdarml agency waiving such restriction* theU, within 10 days,

e liah a notio* thereof in the Federal Register deecnbisg in detail 
contract Involved and the reason for granting tho waiver.

; £vfbXU Not later >h«" 86 day* after tho data of enactment of this 
■ Act. the United States Trade Representative shall make a deter- 
; btheation with raapect to each foreign oountrr of whether such

fair and equitable mark at opportunities for prod-
oountrr—

daniM fair and equtt
eerviets of the United Sutee in procurement, or

■” » > &  ea fair and squlubis market opportunity* for prod- 
,_  uou and aorviceo of the United Statoa In bidding.
1 w  conatruetion projocu that coot more than 8500,000 and 
fended (in whole or in parti by the government of such foreign

104 STAT. 2187

P.I* 101-816
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proposed to be made, that the 
institution-affiliated party has violated 
or conspired to violate section 215, 656, 
657.1005,1000,1007.1014,1032. or 1344 
of title 18 of the United States Code, or 
section 1341 or 1343 of such title 
affecting a federally insured financial 
institution as defined in title IB of the 
United States Code.

(c) In making a determination under 
paragraph (b) of this section, the 
appropriate federal banking agency and 
the Corporation may consider

(1) Whether, and to what degree, the 
institution affiliated party was in a 
position of managerial or fiduciary 
responsibility;

(2) The length of time the institution- 
affiliated party was affiliated with the 
insured depository institution or 
depository institution holding company, 
and the degTee to which the proposed 
payment represents a reasonable 
payment for services rendered over the 
period of employment; and

(3) Any other factors or circumstances 
which would indicate that the proposed 
payment would be contrary to the intent 
of section 18{k) of the Act or this part.

(d) Notwithstanding paragraphs [a] 
and (b) of this section, a depository 
institution holding company that is a 
diversified holding company as defined 
in section 10(a)(1)(F) of the Home 
Owner's Loan Act (12 U.S.C. 1461 et 
seq.) may make a golden parachute 
payment if, and to the extent that, such 
depository institution holding company 
determines and can demonstrate that:

(1) The conditions delineated in 
paragraphs (b) (1), (2), (3) and (4) of this 
section have been satisfied; and

(2) The institution-affiliated party falls, 
within the definition of “institution- • 
affiliated party" solely because such :>- . 
person is a director, officer, employee or 
controlling stockholder of a diversified 
holding company. ; -. .r •- . .
§ 359.3 Indemnification payments • ■' 
prohibited.

No insured depository, institution or j 
depository institutfon holding company 
shall make or agree to make any ' 
indemnification payment, except as 
provided in S 359.5 of thia part
$ 359.4 PirmMbl* golden parachute 
payments. - •

An insured depository institution or 
depository institution holding company 
may agree to make a golden parachute 
payment if: •

(a) Such an agreement is made with 
respect to an institution-affiliated party 
who was hired by an insun d depository 
institution or depository institution 
holding company at a time when that 
institution or holding company satisfied

any of the criteria set forth in 
§ 359.1(g)(l)(ii) of this part and the 
institution’s appropriate federal banking 
agency and the Corporation consented 
in writing to the amount and terms of 
the golden parachute payment: and

(b) At the time the payment is made, 
the factors delineated in § 359.2(b) (1).
(2), (3), or (4) of this part have been 
satisfied, and the factors delineated in 
§ 359.2(c)(3) of this part arc not present.
§ 359.5 Permissible Indemnification 
payment*.

(a) An Insured depository institution 
or depository institution holding 
company may make or agree to make 
reasonable indemnification payments to 
an institution-affiliated party if.

(1) The institution's or holding 
company’3 board of directors, in good 
faith, determines in writing that the 
institution-affiliated party has a 
substantial likelihood of prevailing on 
the merits;

(2) The institution's or holding 
company's board of directors. In good 
faith, determines in writing that the 
payment of such expenses will not 
adversely affect the institution's safety 
and soundness:

(3) At any time the institution’s or 
holding company’s board of directors 
believes, or should reasonably believe, 
that the conditions of paragraphs (a) (1) 
and (2) of this section are no longer 
being met it ceases making or 
authorizing such payments;

(4) The indemnification payments are 
limited to the payment or reimbursement 
of reasonable legal or other professional 
expenses Incurred in connection with an 
institution-affiliated party’s involvement 
in an administrative proceeding or civil

' action instituted by the appropriate 
federal banking agency; but In no event 
shall such indemnification pay or 
reimburse an institution-affiliated party 
for the amount of, or any cost incurred 
in connection with, any settlement of 
any such claim, proceeding or action or 
any judgment or penalty imposed with 
respect to any such claim, proceeding or 
a c t i o n ; '

(5) The institution-affiliated party • 
agrees in writing to reimburse the 
institution for such indemnification 
payments in the event that the 
proceeding results in a final order under 
which the institution-affiliated party:

(i) Is assessed a civil money penalty;
(ii) Is removed from office or 

prohibited from participating in the 
conduct of the affairs of the insured 
depository institution; or

(iii) Is required to cease and desist 
from or take any affirmative action 
described in section 8(b) of the Act with 
respect to such institution; and

(6) The institution or holding company 
provides the appropriate federal 
banking agency and the FDIC with prior 
written notice of Its board of directors' 
authorization of such indemnification.

(b) An institution-affiliated party 
requesting indemnification payments 
shall not participate in any way in the 
board's discussion and approval of such 
payments: provided, however, that such 
institution-affiliated party may present 
his/her request to the board and 
respond to any inquiries from the board 
concerning his/her involvement in the 
circumstances giving rise to the 
administrative proceeding or civil 
action.

By order of the Board of Directors, dated at 
Washington, DC, this 24th day of September, 
199L
Federal Deposit Insurance Corporation. 
Robert E. Feldman.
Deputy Executi ve Secretary.
[FR Doc. 91-23747 Filed 10-4-01: 8:45 am) 
Buxma coot cne-oMi

DEPARTMENT OF TRANSPORTATION

National Highway Traffic Safety 
Administration
Federal Highway Administration

23 CFR Part 1212

[NHTSA Docket No. 91-17; Notice 1]

RIN 2127-AE10 ’ / ■ ‘

Drug Offender's Driver's License 
Suspension
agency: National Highway Traffic 
Safety Administration (NHTSA) and 
Federal Highway Administration 
(FHWA), Department of Transportation 
(DOT). . ; ~ n . £
ACTION: Notice of proposed rulemaking 
(NPRM).

summary: This Notice of Proposed 
Rulemaking (NPRM) contains a proposal 
for implementing a new program 
enacted by the Department of 
Transportation and Related Agencies 
Appropriations Act for FY 1991. Section 
333 of the Act requires the withholding 
of certain Federal-aid highway funds 
from States that do not enact legislation 
requiring the revocation or suspension 
of an individual’s driver's license upon 
conviction for any violation of the 
Controlled Substances Act or any drug 
offense. This notice proposes the 
manner in which States would certify 
that they are not subject to this 
withholding, and the disposition of 
funds that are withheld. The agencies
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request comments on the proposed 
regulation discussed in this notice. 
d a t e s :  Comments must be received by , 
November 21.1991. .
a d d r e s s :  Written comments should . 
refer to the docket number and the 
number of this notice and be submitted 
(preferably in ten copies) to: Docket . 
Section. National Highway Traffic . . 
Safety Administration, loom 5109,
Nassif Building. 400 Seventh Street, SW, 
Washington, DC 20590. (Docket hours 
are from 8 a.m. to 4 p.m.)
FOR FURTHER INFORMATION CONTACT: - 
In NHTSA: Mr. William Holden. Office 
of Alcohol and State Programs. Traffic 
Safety Programs, room 5130, National 
Highway Traffic Safety Administration, 
400 Seventh Street, SW., Washington.
DC 20590, telephone (202) 368-2722; or .• 
Ms. Heidi L Coleman, Office of Chief 
Counsel, room 5219, National Highway 
Traffic Safety Administration, 400- 
Seventh Street, SW., Washington. DC 
20590. telephone (202) 366-1834. • • ;•

In FHWA Mr. Warren Harper. Office . 
of Highway Safety, Room 3407, Federal 
Highway Administration, 400 Seventh 
Street, SW, Washington, DC 20590, 
telephone (202) 368-2172; or Mr. Wilbert 
Baccus, Office of Chief Counsel, room - 
4230. Federal Highway Administration, 
400 Seventh Street, SW, Washington,
DC 20590. telephone (202) 366-0780. 
SUPPLEMENTARY INFORMATION: The 
Department of Transportation and 
Related Agencies Appiopriationa Act 
for FY 1991, Public Law 101-516, was . 
signed into law on November 5,1990. 
Section 333 of the Act requires the 
withholding of certain Federal-aid 
highway funds from States that do not 
enact legislation requiring the 
revocation or suspension of an 
individual's driver's license upon 
conviction for any violation of the 
Controlled Substances Act (Pub.L 91- 
513, as amended) or any drug offense. If 
a State decides not to enact such 
legislation, the section stipulates a - 
procedure by which the state can avoid 
the withholding of funds.

This notice proposes the manner in ' 
which Stales would certify that they ara 
not subject to this withholding and the 
disposition of funds that ara withheld.
Adoption of Drug Offender’* Driver's 
License Suspension

The legislation specifically provides 
that the Secretary must withhold a 
portion of Federal-aid highway funds 
from any State that does not meet 
certain statutory requirements. To avoid 
such withholding, a Slate must have 
enacted and be enforcing a law that 
provides for the revocation or 
suspension of the driver’s license of any

individual who is convicted for any 
violation of the Controlled Substances' 
Act or any drug offense. Alternatively, a 
State can avoid the withholding by 
submitting to the Secretary a written 
certification stating that the Governor is 
opposed to the enactment or • •
enforcement of such a law and that the '' 
legislature has adopted a resolution 
expressing its opposition to such a law.

The requirements of the Commercial 
Motor Vehicle Safety Act of 1986 would 
remain unaffected by any such 
resolution. Specifically, a State may not 
waive the requirement of 49 CFR 383.51 
that a person who is convicted of either 
driving a commercial motor vehicle 
(CMV) while under the influence of a 
controlled substance, or using a CMV In . 
the commission of a controlled . . 
substance-related felony, be disqualified, 
from operating a CMV for a period of 
from one year to life, depending on the 
specific offense(8), without facing a • 
reduction in Federal-aid highway funds.

Any State that does not enact and 
enforce a.law that provides for the . ' '  
revocation or suspension of the driver's 
license of drug offenders or submit to 

- the Secretary written certification from 
the Governor that he or she is opposed ' 
to the enactment or enforcement of such. 
a law in the State will be subject to . 
withholding of a portion of its Federal- 
aid highway funds. In accordance with .. 
the statute, if a State does not meet the 
statutory requirements by October 1,
1993, five percent of its FT 1994 Federal- 
aid highway apportionment under 23 
U.S.C. 104(b)(1). 104(b)(2), 104(b)(5) and 
104(b)(6) shall be withheld. These 
sections relate to the apportionments for 
the primary, secondary, interstate 
(including interstate construction and 
interstate resurfacing, restoration, 
rehabilitation and reconstruction (4R) 
funds) and urban highway Bystems. Five 
percent will be withheld also in FY 1995 
if the State does not meet the 
requirements by October 1,1994. If tho 
State does not meet the statutory 
requirements by October 1 of any 
subsequent fiscal year (beginning with 
FY 1996), ten percent of its Federal-aid 
highway apportionments under these 
sections will be withheld.
Compliance Criteria

To avoid the withholding of Federal- 
aid highway funds, a State has two 
alternatives, the firet of which is to 
enact and enforce a law that meets the 
statutory criteria. Section 333 provides 
that:

A State meets the requirements of this 
paragraph if—

(a) The State has enacted and is 
enforcing a law that requires in all 
circumstances, or requires in the

absence of compelling circumstances 
warranting an exception— - ,

(i) The revocation, or suspension for 
at least 6 months, of the driver’s license 
of any individual who is convicted, after 
the enactment of such law, of—

(I) Any violation of the Controlled 
Substances Act or

(II) Any drug offense, and 
(11) A  delay in the issuance or

refasUtement of a driver's license to 
sudi an Individual for at least 6 months 
after the Individual applies for the . 
issuance or reinstatement of a driver's 
license If the individual does not have a 
driver’s license, or the driver’s license of 
the in dividual is suspended, at the time 
the individual is so convicted * *...

... * ,.5*? . «r. •
1. Statutory D e f i n i t i o n s .

The statute defines several terms, and 
the agencies are propotihgio adopt 
these definitions. Section 333 defines the 
term "driver’s license” to mean "a 
license issued by a Stata to any ,».-.r. •. 
individual that authorizes the individual 
to operate a motor vehicle on -■■■■•■
highways." This definition would 
encompass licenses that permit 
individuals to operate any type of motor 
vehicle, including motorcycles and 
commercial motor vehicles.. . ...

The term "drug offense" is also 
defined in the statute. The term, as 
defined in the statute, would cover any 
criminal drug offense including "the 
possession, distribution, manufacture, 
cultivation, sale, transfer, or the attempt 
or conspiracy to possess, distribute, 
manufacture, cultivate, sell, or transfer 
any substance the possession of which 

-  is prohibited under the Controlled 
Substances Act. or *. * * the operation . 
of a motor vehicle under the influence of 
such a substance." It should be noted 
that, while Section 333 requires that 
States take a driver's licensing action 
against violators of these drug offenses, 
the offenses covered by this definition 
are not limited to moving violations. In 
fact, to be covered, these offenses need 
not be motor vehicle-related at alL 

The agencies do not believe that the 
Act requires a State to enact any 
particular drug offense law. The Act 
requires only that if a drug offense is 
proscribed and an individual is 
convicted for a violation of the offense 
that the State suspend, revoke or delay 
that individual's driver’s license.

Since the statutory definition of "drug 
offense" includes manufacturing among 
the activities that are unlawful, the 
agencies believe this term should cover 
not only controlled and counterfeit 
substances but also listed chemicals, the 
possession of which was made unlawful 
by the Chemical Diversion and
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Trafficking Act of 1988, Public Law 100- ‘ 
690. NHTSA and FHWA therefore 
propose to define the term "substance 
the possession of which Is prohibited 
under the Controlled Substances Act" to 
mean "a controlled or counterfeit 
substance or a listed chemical as those 
terms are defined in subsections 102(6),
(7) & (33) of the Comprehensive Drug 
Abuse Prevention and Control Act of 
1970, as amended (21 U.S.C. 802(6), (7) & 
(33)). Complete listings of all controlled 
substances and listed chemicals are 
contained in 21 CFR 130B.11-.15 and 
1310.02." .

The statute provides that the term 
"convicted” includes "adjudicated under 
juvenile proceedings." In other words, 
the statute requires that State laws 
provide that juveniles who are 
adjudicated for drug offenses outside of 
criminal proceedings would also be 
subject to revocation or suspension of 
their driver's licenses. If these 
individuals do not have driver's 
licenses, then the State must delay 
issuance of driving privileges to them.

Several issues are left unresolved by 
the statutory language, and the agencies 
request comments from the public on 
these issues.
2. Compelling Circumstances

Section 333 provides that, to meet the 
statutory requirements, the State law ; 
must require the revocation, suspension 
or delay in issuance of driver’s licenses . 
for drug offenders "in all circumstances" 
or "In the absence of compelling . 
circumstances warranting an 
exception." The statute does not specify 
what circumstances would warrant an , - 
exception. ' . . . .

.NHTSA and FHWA believe that this 
language provides States with flexibility 
to issue restricted licenses to individuals 
in certain limited circumstances, but the 
agencies are not proposing to define for 
the States which circumstances would 
warrant an exception. When NHTSA 
originally promulgated its regulation 
implementing section 408 of the . j 
Highway Safety Act of 1988, Incentive 
Grant Criteria for Alcohol Traffic Safety 
Programs, the agency defined the 
particular conditions for which ’ 
restricted or hardship licenses could be 
issued to drunk drivers. Over time, 
however. NHTSA found these 
conditions to be overly restrictive for 
the States and amended the regulation 
accordingly. Based on this experience, 
the agencies are not proposing to define 
in this regulation a limited set of 
conditions under which hardship or 
restricted licenses may be issued.
However, hardship or restricted licenses 
should be issued only in exceptional 
circumstances specific to the offender.

3. Enforcement
Section 333 requires not only that 

States enact drug offender's driver’s 
license suspension statutes, but also 
that they enforce such statutes. Tho Act 
does not explain, however, how States 
are to satisfy this enforcement 
requirement The Senate Report for the 
measure states:

Tho requirement * ‘  * Is satisfied so long 
as the State is attempting in good faith to 
enforce the law. I f  a State resident ia 
convicted of a drug offense in another State, 
and officials of the Stats of residence ara 
unaware of the conviction, the failure of the 
State of residence to revoke or suspend the 
offender's driver’s license would not, by '. 
itself, be a sufficient basis to find the State of. 
residence in noncomptiancs with the bill's 
requirements. Similarly, if State officials are 
unaware of the conviction o f a resident under 
the Controlled Substances Act, the failure to 
revoke or suspend the resident’s license is 
not by itself, a sufficient basis to find the 
State in noncomplisnce. SJtep.No. 298,101st 
Cong., 1st Ses3. 5 (1980).

The Senate Report further suggests 
that a State could show good faith, 
efforts to enforce its law by entering into 
agreements with other States or with 
Federal officials to inform each other of 
drug offense convictions. The report 
indicates, however, that such 
agreements are not required by the A ct 
Id. ^  • ' . • - -

The agencies are proposing to require 
that in order to comply with the ■ 
enforcement criterion. States with 
qualifying laws must submit a ■' ■
description of the steps they are taking 
to enforce their law. The description 
would need to include the steps the ' 
State is taking to enforce its law with* 
regard to within-State convictions, ou t-' 
of-State convictions, Federal convictions 
and juvenile adjudications. We intend to 
accept good faith efforts, and are not 
mandating that States meet any . : ' 1 
particular condition as a prerequisite.

States would be able to 9how good ’ 
faith in a number of ways. With regard • 
to out-of-State and Federal convictions, 
for example, a3 suggested by the Senate 
Report States could show good faith by 
entering into agreements with Federal 
officials and with other States to inform 
each other of drug offense convictions. 
Such agreements could be modeled after 
the Driver License Compact, under 
which States report convictions for ' 1 
major moving violations to a driver’s ' 
home State. '

In addition. States could establish 
procedures for submitting inquiries to 
the National Crime Information Center 
(NCIC) prior to issuing or renewing an 
individual’s driver's license. The NCIC 
maintains the Interstate Identification 
Index (III), a nationwide computerized

information system that contains 
criminal justice information, and 
includes both State and Federal drug 
offense conviction information. The • 
agencies are aware that access to the 
NCIC/QI is limited to criminal justice 
purposes. Because of this limitation, 
NHTSA and FHWA have requested an 
interpretation from the Assistant 
Director/Legal Counsel for the Federal 
Bureau of Investigation to determine 
whether State access to this information 
for the purpose of suspending, revoking 
or refusing a driver’s license to a drug 
offender would be authorized.
4. Suspension, Revocation or Delay

Section 333 requires that States 
revoke or suspend for at least six 
months the driver’s license of any 
individual who is convicted of the 
Controlled Substances Act or any drug 
offense. The statute is silent about the 
effect if any, a prison term would have 
on the suspension or revocation. A drug 
offender, for example, may be sentenced 
to serve on year in prison. Must that 
individual be deprived of his or her 
driver’s license for a least six months 
after the prison term is completed, or 
could the suspension or revocation 
period run concurrently with the term of 
imprisonment imposed?

The Drug Offender’s Driving Frivileges 
Suspension Act was enacted to deter 
drug offenders. If a drug offender serves 
at least six months in prison, the 
agencies believe such punishment 
provides a greater degree of deterrence 
than would the suspension or revocation 
of the Individual’s driver’s license. 
NHTSA and FHWA therefore have 
tentatively determined that the license 
suspension or revocation term may run 
concurrently with any prison term 
imposed, if the offender serves less than 
six months In prison, of course, the full 
six month suspension or revocation 
would have to be completed. ;

If the individual does not have a 
driver's license or if the individual's 
driver's license is suspended at the time 
the individual 13 convicted. Section 333 
requires that the State law must provide 
for a delay in the issuance or 
reinstatement of the individual’s driver’s 
license for at least six months after the 
individual applies for issuance or 
reinstatement of his or her driver's 
license. The statute seems to provide 
that the six month period would not 
begin to run until the individual initiates 
the issuance or reinstatement process by 
submitting an actual application. The 
agencies request comments, particularly 
from the States, regarding whether this 
would impose unnecessary burdens for 
driver licensing operations, and if there
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ia a preferable method for marking the 
beginning of the six month period within 
the meaning of the statute. For example, 
we request comments on whether it 
would be preferable to require the 
issuance or reinstatement of the 
individual's driver's license be 
preferable to require tha.t Issuance or 
reinstatement of the individual’s driver's 
license be delayed for at least six 
months after the individual otherwise 
would have been eligible to have his or 
here driver's license issued o r ' 
reinstated. NHTSA and FHWA have 
tentatively determined that, like the 
license suspension or revocation term, 
the period of delay may run 
concurrently with any prison term 
imposed. . . . .
5. Certification s.nv •;

To avoid the withholding of Federal- 
aid highway funds, each State would be 
required by this proposed regulation to 
submit a certification on a annual basis. 
Under the agencies' proposal. States 
would be required to submit their 
certifications by April 1,1993 to avoid ' 
the withholding of funds in fiscal year " * 
1994. Thereafter, States would be. 
required to submit certifications by 
January 1 of each year (beginning with 
January 1,1994) to avoid the withholding 
of funds in the following fiscal year 
(beginning with FY 1995). States could 
submit their certifications along with 
their Certifications of Speed Limit 
Enforcement, which are required to be 
submitted annually in accordance with 
23 CFR Part 059.

The certifications submitted under the 
Part would provide the agencies with 
the basis for finding States in 
compliance with the Drug Offender's 
Driver's License Suspension 
requirements. Accordingly, until a State 
has been determined to be in 
compliance with these requirements, the 
agencies are proposing that the 
certification must consist of a certifying 
statement and also supporting 
documentation. Once a State has been 
determined to be in compliance with the 
Drug Offender’s Driver's License 
Suspension requirements, the State 
would then be required to submit a 
certifying statement, but would no 
longer be required to submit supporting 
documentation, unless the State's law or 
enforcement efforts have changed 
significantly enough so as to warrant an 
amendment of the State's supporting 
material.

For example, if a State believes that It 
has a law that revokes or suspends the 
driver's license of drug offenders in 
conformance with the statutory and 
regulatory requirements, the State would 
be required to submit a certifying

statement to this effect With the ; ,
certification, the State would be 
required to submit a copy of its • ‘ 
conforming law and, as discussed 
earlier, a description of the steps the 
State is taking to enforce the law. Once 
the State is determined to be in •• 
compliance, the State would be required 
to submit only the certifying statement.
It would not be required to resubmit its 
law or describa again its enforcement 
efforts. If the State’s law or Its 
enforcement efforts were to change 
significantly, the State would be 
required to amend or supplement the 
State's original submission.

If a State has not enacted oris not 
enforcing a conforming law, it can avoid 
the withholding of funds by submitting, 
not earlier than the adjournment sine 
die of the first regularly scheduled - " - 
session of the State's legislature which 
begins after November 5,1990, a written 
certification signed by the Governor • 
stating that he or she is opposed to the 
enactment or enforcement in tha State of 
a drug offender's driver's license ’2... 
suspension law.-The Governor would 
also be required to submit written 
certification that the legislative 
(including in both Houses where - 
applicable) has adopted a resolution- 
expressing its opposition to such a law 
and a copy of the resolution. Once the 
State is determined to be in compliance, 
the State would be required to submit - 
only the Governor’s certifying . 
statement. The State legislature would 
not be required to pass a resolution each 
successive year, and the State would not 
be required to resubmit a copy of the 
resolution.
Notification of Compliance

For each fiscal year beginning with FY 
1994, NHTSA and FHWA propose to 
notify States of their compliance or 
noncompliance with Public Law 101-510, 
based on a review of certifications 
received. The agencies propose that this 
notification will take place through 
FHWA's normal certification of 
apportionments process. If the agencies 
do not receive a certification from a 
State or if the certification does not 
conform to Public Law 101-510 and the 
implementing regulation, the agencies 
will make an initial determination that 
the State is in noncompliance. States 
that are determined to be in 
noncompliance with Public Law 101-513 
will be advised of the amount of fundi 
expected to be withheld through 
FHWA's advance notice of 
apportionments, normally not later than 
ninety days prior to final apportionment

Each State determined not to comply 
will have an opportunity to rebut tho 
Initial determination. These States will

be notified of the agencies'final 
determination of compliance or 
noncompliance as part of the 
certification of apportionments, which 
normally occurs on October 1 of each 
fiscal year. .

NHTSA and FHWA recognize that 
States may want to know as soon as 
possible whether their laws satisfy the 
requirements of Public Law 101-510 or 
they may want assistance in drafting 
conforming legislation. States are 
encouraged to request preliminary 
reviews and assistance from NHTSA’a 
or FHWA's Office of Chief Counsel, 400 
Seventh Street, SW, Washington, DC 
20590. They are encouraged alto to . . 
request assistance from NHTSA and 
FHWA regional offices.
Period of Availability for Fuads

Section 333 provides an incremental 
approach to the withholding of funds for 
noncomplianoe with Public Law 101-510. 
If a State is found to be in • 
nonoompliance in fiscal years 1994 or 
1995, -the State would be subject to a five 
percent withholding, if a State is found 
to be in noncompliance in any . .  ’ 
subsequent fiscal year, beginning with 
FY 1996, the State would be subject to a 
ten percent withholding. • - ' • ' ;

In addition, if a State is found to be in 
noncompliance in fiscal years 1994 or 
1965, the funds withheld from 
apportionment to the State would 
remain available for apportionment to 
that State for a period of time, 
prescribed in the statute. If a State is ' 
found to be in noncompliance in any 
subsequent fiscal year, the funds 
withheld from apportionment would no 
longer be available for apportionment.

Paragraph 104(b)(1)(B) of the Section 
provides that, "No funds withheld under 
this section from apportionment to any 
State after September 30,1995, shall be 
available for apportionment to such 
State." The disposition of these funds 
would be made in accordance with 
paragraph 104(b)(4) of the section.

Paragraphs 104(b)(1)(A) and (b)(2) of 
the section identify the period of time 
during which funds withheld on or 
before September 30,1995, remain 
available for apportionment, and when 
they are to be restored if the State 
complies with the Federal requirements 
before the funda lapse. Paragraph 
104(b)(3) establishes the period of time 
during which these subsequently 
apportioned funds would remain 
available to a State for expenditure. If 
the withheld funds lapse before they are 
restored, their disposition would be 
made in accordance with paragraph 
104(b)(4) of the section.



50540 Federal Register / Vol. 56, No. 194 / Monday, October 7, 1991 / Proposed Rules

These sections are virtually identical 
to those found in the National Minimum 
Drinking Age Act, as amended, 23 U.S.C. 
158. For a full discussion of how these 
provisions have been applied in 
practice, interested parties are 
encouraged to rend the agencies’ joint 
final rule published in the Federal 
Register on August 18,1988 (53 FR 
31318).
Comments

Interested persons are invited to 
comment on this proposal. All comments 
must be limited to 15 pages in length. 
Necessary attachments may be 
appended to those submissions without 
regard to the 15-page limit. This 
limitation is intended to encourage 
commenters to detail their primary 
arguments in a concise fashion.

Written comments to the public 
docket must be received by November • 
21.1991. The agencies have not provided 
a longer comment period in order to 
provide States with sufficient time to 
prepare their agendas for their upcoming 
legislative sessions. To expedite the 
submission of comments, simultaneous 
with the issuance of thi3 notice, NHTSA 
and FHWA will mail copies to all 
Governors, Governors' Representatives 
for Highway Safety and State highway 
agencies.

All comments received before the 
close of business on the comment 
closing date will be considered and will 
be available for examination in the 
docket at the above address before and 
after that date. To the extent possible, . 
comments filed after the dosing date 
will also be considered. However, the 
rulemaking action may proceed at any 
time after that date. The agencies will 
continue to file relevant material in the 
docket as it becomes available after the 
closing date, and it is recommended that 
interested persons continue to examine . 
the docket for new material. • ' • • ••

Those persons who wish to be 
notified upon receipt of their comments 
in the docket should enclose, in the 
envelope with their comments, a self- 
addressed stamped postcard. Upon 
receiving the comments, the docket 
supervisor will re him the postcard by 
mail. ... -

Copies of all comments will be placed 
in Docket 91-17; Notice 1 of the NHTSA 
Docket Section in room 5109, Nassif 
Building, 400 Seventh Street, SW., 
Washington, DC 20590. • . .

On April 29,1991, the Slate of Alaska 
submitted some questions to FHWA 
regarding the agency's interpretation of 
section 333. FHWA acknowledged 
receipt of these questions, but declined 
to answer them since the agencies were 
in the process of developing this

proposed regulation. We believe the 
questions raised in Alaska’s inquiry 
have all been addressed in this NPRM. 
The questions have been placed in the 
public docket for his rulemaking action, 
and are available for public 
examination.
Federalism Assessment

This rulemaking action has been 
analyzed in accordance with the 
principles and criteria contained in 
Executive Order 12612, and it has been 
determined that it would have no 
federalism implication that warrants the 
preparation of a federalism assessment 
States can choose to enact and enforce a 
law that requires the suspension or 
revocation of driver’s licenses for drug 
offenders In conformance with Public 
Law 101-516, and thereby avoid the 
withholding of Federal-aid highway 
funds. Alternatively, States can choose 
not to enact and enforce this type of 
law, and still avoid such withholding. To 
avoid the withholding of funds in such 
cases, the Governor would submit a 
certification that he or she is opposed to 
the enactment or enforcement in the 
State of such a law and that the State 
legislature has adopted a resolution 
expressing its opposition to such a law. 
While specific criteria that State laws 
must meet have been proposed in this 
NPRM, they are mandated by Public . 
Law 1.01-518. . . .  . -  . ..
Economic and Other Effects

NHTSA has analyzed the effect of this 
action and has determined that it is not 
"major" within the meaning of Executive 
Order 12291, but that it is "significant” 
within the meaning of Department of 
Transportation regulatory policies and 
procedures. A preliminary regulatory • 
evaluation of the impacts of this j
proposal has been prepared and placed 
in Docket 91-17; Notice 1. This :
preliminary evaluation provides 
information regarding the expected 
costs and benefits of the agencies’ 
proposal and requests information 
demonstrating that license suspensions 
or revocations for drugged driving or 
illegal possession convictions deter drug 
use or reduce driver’s future •• ... •
involvement in crashes. It also requests 
comments on methods that States could 
use and the costs to develop systems for 
providing Federal, out-of-State and 
juvenile records to State Departments of 
Motor Vehicles. Any interested person 
may obtain a copy of this preliminary 
evaluation by writing to NHTSA’s 
Docket Section, room 5109, 400 Seventh 
Street, SW., Washington, DC 20590, or 
by calling the Docket Section at (202) • 
388-4949. Comments should be 
submitted to the NHTSA Docket, in

accordance with the procedures 
described earlier in this notice.

In compliance with the Regulatory 
Flexibility Act, the agency has 
evaluated the effects of this proposed 
rule on small entities. Based on the 
evaluation, we certify that this rule 
would not have a significant economic 
impact on a substantial number of small 
entities. Any withholding of funds under 
the regulation would be from States.' 
Accordingly, the preparation of an 
Initial Regulatory Flexibility Analysis is 
unnecessary.

The requirements in this proposal that 
States certify that they conform to the 
statutory requirements to avoid the 
withholding of Federal-aid highway 
funds are considered to be information 
collection requirements as that term is 
defined by the Office of Management 
and Budget (OMB) in 5 CFR part 1320. 
Accordingly, the reporting and 
recordkeeping requirement associated 
with this rule is being submitted to the 
Office of Management and Budget for 
approval in accordance with 44 U.S.C. 
chapter 35 under DOT No~‘ 3517; OMB 
No.: New; Administration: NHTSA, 
NEED FOR INFORMATION: To 
encourage States to enact and enforce 
drug offender’s driver's license 
suspension: PROPOSED USE OF 
INFORMATION: To provide procedures 
to State highway construction grant 
recipients on how to certify compliance 
with the provision of Public Law 101- 
518. The law requires a driver's license 
suspension, or revocation, for 
individuals convicted of any drug- 
related offense; FREQUENCY: Annual; 
BURDEN ESTIMATE: 260 hours; . 
RESPONDENTS: State/lcical . 
government; FORM(S): None, bubForms 
HS-62, HS-62A and HS-217 may be - • 
used, OMB No. 2127-0003; AVERAGE 
BURDEN HOURS PER RESPONDENT: 5 
hours. For further information contact 
The Information Requirements Division, 
M-34, Office of the Secretary of ■ .
Transportation, 400 Seventh Street. SW., 
Washington, DC 20590, (202) 386-4735, 
or Edwarri Clarke or Wayne Brough, 
Office of Management and Budget, New 
Executive Office Building, room 3228, 
Washington, DC 20503, (202) 395-7340.

Comments on the proposed 
information collection requirements 
should be submitted to: Office of 
Management and Budget, Office of 
Information and Regulatory Affairs, 
Washington, DC 20503, Attention: Desk 
Officer for NHTSA. It is requested that 
comments sent to OMB also be sent to 
the NHTSA rulemaking docket for this 
proposed ection.

The agencies have also analyzed this 
proposed action for the purpose of the
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National Environmental Folicy Act. The 
agencies have determined that this 
action would not have any effect on the 
human environment.
Liit of Subjects in 23 CFR Part 1212

Driver licensing, Drugs, Highway 
safety.

In accordance with the foregoing, the 
agencies propose to add a new part 1212 
to title 23 of the Code of Federal 
Regulations to read as follows:

PART 1212-DRUG OFFENDER’S 
DRIVER’S LICENSE SUSPENSION .

1212.1 Scope. • '  . -• ‘
1212.2 Purpose. •
1212.3 Definitions.
1212.4 Adoption of Drug Offender's Driver's 

License Suspension.
1212.5 Certification Requirements.
1212.0 Period of Availability of Withheld

Funds.
1212.7 Apportionment of Withheld Funds 

After Compliance. .....
1212.8 Period of Availability of 

‘Subsequently Apportioned Funds.
1212.9 Effect of Noncompliance.
1212.10 Procedures Affecting States in 

Noncompliance.
• Authority: Public Law 101-516: delegation 

of authority at 49 CFR 1.48 and 1.50.
§ 1212.1 Scope.

This part prescribes the requirements 
necessary to implement section 333 of 
Public Law 101-516, which encourages • 
States to enact and enforce Drug 
Offender's Driver's License Suspensions.
§ 1212.2 Purpose. ‘ ’ ' •" ‘ - ‘

The purpose of this part i3 to specify 
the steps that States must take in order 
to avoid the withholding of Federal-aid 
highway funds for noncompliance with 
section 333 of Public Law 101-516.
§ 121221 Definitions.

As used in this part:
(a) Convicted includes adjudicated 

under juvenile proceedings.
(b) Driver's license means a license 

issued by a State to any individual that 
authorizes the individual to operate a 
motor vehicle on highways.

(c) Drug offense means:
(1) The possession, distribution, 

manufacture, cultivation, sale, transfer, 
or the attempt or conspiracy to possess, 
distribute, manufacture, cultivate, sell 
or transfer any substance the possession 
of which is prohibited under the 
Controlled Substances Act, or

(2) The operation of a motor vehicle 
under the influence of such a substance.

(d) Substance the possession o f which 
is prohibited under the Controlled 
Substances Act or substance means a 
controlled or counterfeit substance or a

listed chemical, as those terms are 
defined in subsections 102 (6), (7) & (33) 
o f the Comprehensive Drug Abuse 
Prevention and Control Act o f 1970 (21 
U.S.C. 802 (6), (7) & (33)) and listed in 21 
CFR 1308.11-.15 and 1310.02.
§1212.4 Adoption of Drug Offender's 
Driver's License Suspension.

(a) The Secretary shall withhold five 
percent of the amount required to be 
apportioned to any State under each of 
sections 104(b)(1). 104(b)(2), 104(b)(5) 
and 104(b)(6) of title 23 of the United 
States Code on the first day of fiscal 
years 1994 and 1995 if the State does not 
meet the requirements of this section on 
that date. .......  . . . . . .

(b) The Secretaiy shall withhold ten 
percent of the amount required to be 
(■"portioned to any State under each of 
sections 104(b)(1), 104(b)(2), 104(b)(5) 
and 104(b)(8) of title 23 of the United 
States Code on the first day of fiscal 
year 1996 and any subsequent fiscal 
year if the State does not meet the 
requirements of this section on that 
date.

(c) A State meets the requirements of 
this section if:

(1) The State has enacted and is 
enforcing a law  that requires in a ll . 
circumstances, o r requires in the 
absence o f compelling circumstcnces 
warranting an exception:

(1) The revocation, or suspension for 
at least 6 months, o f the driver's license 
o f any individual who is convicted, after 
the enactment o f such law , o f

(A ) Any violation o f the Controlled 
Substances Act, or

(B) Any drug offense, and
(ii) A  delay in the issuance or 

reinstatement o f a driver’s license to 
such an individual fo r at least 6 months 
after the individual applies fo r the 
issuance or reinstatement o f a driver's 
license if the individual does not have a 
driver's license, or the driver's license o f 
the individual is suspended, at the time 
the individual is so convicted, or

(2) The Governor o f the State:
(i) Submits to the Secretary no earlier 

than the adjournment sine die of the first 
regularly scheduled session of the 
State's legislature which begins after 
November 5,1990, a written certification 
stating that he or she is opposed to the 
enactment or enforcement in the Slate of 
a law described in paragraph (c)(1) of 
this section relating to the revocation, 
suspension, issuance, or reinstatement 
of driver’s licenses to convicted drug 
offenders; and

(ii) Submits to the Secretary a written 
certification that the legislature 
(including both Houses where 
applicable) has adopted a resolution 
expressing its opposition to a law

described in paragraph (c)(1) of this 
section.
§ 1212.6 Certification requirements.

(a) Each State shall certify to the 
Secretory of Transportation by April 1. 
1993 and by January 1 of each 
subsequent year that It meets the 
requirements of section 333, Public Law 
101-516 and this regulation.

(b) If the State believes it meets the 
requirements of section 333 of Public 
Law 101-518 and this regulation on the 
basis that it has enacted and is 
enforcing a law that suspends or . 
revokes the driver’s license of drug 
offenders, the certification shall contain:

(1)(i) A statement by the Governor of 
the State, or an official designated by 
the Governor, that the State has enacted 
and is enforcing a Drug Offender’s 
Driver's License Suspension law. The 
certifying statement shall be worded as 
follows: . ’ • • • (
(Name of certifying official), (position titje),
of the (State or Commonwealth) of __  do
hereby certify that the (State or • ’ . 
Commonwealth) of—— , ba* enacted and 
is enforcing a Drug Offender'* Driver’s 
License Suspension law.

(ii) If the statement is made by an 
official other than the Governor, a copy 
of the document designating the official, 
signed by the Governor.

(2) Until a State has been determined 
to be in compliance with the 
requirements of section 333 of Public 
Law 101-516 and this regulation, the 
certification shell include also:

(i) A copy of the State law, regulation, 
or binding policy directive implementing 
or interpreting such law or regulation 
relating to the suspension, revocation, 
issuance or reinstatement or driver's 
licenses of drug offenders, and

(ii) A statement describing the steps 
the State is taking to enforce its law 
with regard to within State convictions, 
out-of-State convictions. Federal 
convictions and juvenile adjudications.

(c) If the State believes it meets the 
requirements of section 333 of Public 
Law 101-516 on the basis that it opposes 
a law that requires the suspension, 
revocation or delay in issuance or 
reinstatement of the driver’s license of 
drug offenders, the certification shall 
contain:

(l)(i) A statement by the Governor of 
the State, or an official designated by 
the Governor, that he or she is opposed 
to the enactment or enforcement of such 
a law and that the State legislature has • 
adopted a resolution expressing its 
opposition to such a law. The certifying 
statement shall be worded as follows:
(Name of certifying official), (position title), 
of the (State or Commonwealth) o f   do
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hereby certify that i am opposed to the 
enactment or enforcement of such a law and 
that the legislature of the (State or
Commonwealth) o f .has adopted a
resolution expressing its opposition to soch a 
law.

(ii) If the statement is made by an 
official other than the Governor, a copy 
of the document designating the official, 
signed by the Governor.

(2) Until a State has been determined 
to be in compliance with the 
requirements of section 333 of Public 
Law 101-516 and this regulation, the 
certification shall include also a copy of 
the resolution.

(d) The Governor, or an official 
designated by the Governor, each year 
shall submit the original and four copies 
of the certification to the local FHWA 
Division Adm.' listrator. The FHWA 
Division Administrator shall retain the 
original and forward two copies each to 
the Regional Administrator of NHTSA 
and FHWA. The Regional 
Administrators shall each retain one 
copy and forward one copy of the 
submission, with any pertinent 
comments, to their respective 
Washington Headquarters, attention of 
the Chief Counsel.

(e) Any changes to the original 
certification oc supplemental 
information necessitated by the review ' 
of the certifications as they are 
forwarded, State legislative changes or 
changes in State enforcement activity 
shall be submitted in the same manner 
as the originaL - • • • •
§ 12125 Period of availability of withheld 
funds. ... . . .  . ...
, (a) Funds withheld under § 1212.4 -u-- 
from apportionment to any State an oc 
before September 30.1395, will remain . 
available for apportionment as follows:

(1) If the funds would have been • - •• 
apportioned under 23 U.SX- 104(b)(5)(A) 
but for this section, the funds wilt ■ ■ \ j 
remain available until the end of the 
fiscal year for which the foods a s  
authorized to be appropriated.

(2) If the funds would have been 
apportioned under 23 Uii.C. 104(b)(5)(B) 
but for this section, the funds will 
remain available until the end of the 
second fiscal year following the fiscal 
year for which the funds are authorized 
to be appropriated. •

(3) If the funds would have been 
apportioned under 23 U.S.C 104(b)(1). 
104(b)(2) or 104(b)(6) but for this section, 
the funds will remain available until the 
end of the third fiscal year following the 
fiscal year for which the funds are 
authorized to be appropriated.

(b) Funds withheld under § 1212.4 
from apportionment to any State after

September 30,1995 will not be available 
for apportionment to the State.
§1212.7 Apportionment of withheld funds 
after compliance.

Funds withheld under § 1212.4 from 
apportionment, which remain available 
for apportionment under § 12225(a), will 
be made available to any State that 
conforms to the requirements of § 12124 
before the last day of the period of 
availability as defined in § 12125(a).
§1212.3 Period of availability of 
subsequently apportioned funds.

(a) Funds apportioned pursuant to 
§ 1212.7 will remain available for 
expenditure as follows:

(1) Funds originally apportioned under 
23 U.S.C. 104(b)(5)(A) will remain 
available until the end of the fiscal year 
succeeding the fiscal year in which the 
funds are apportioned.

(2) Funds originally apportioned under 
23 U.S.C. 104(b)(1), 104(b)(2J,
104(b)(5)(B). or 104(b)(6) will remain 
available until the end of the third fiscal 
year succeeding the fiscal year in which 
the funds are apportioned.

(b) Sums apportioned to a State 
pursuant to § 12127 and not obligated at 
the end of the periods defined In
§ 1212.8(a), shall lapse or, in the case of 
funds apportioned under 23 U.S.C 
104(b)(5), shall lapse and be made 
available by the Secretary for projects 
in accordance with 23 U.S.C 118(b).
§12125 Effect of ncncotnpM io .

If a State has not met the " • J
requirements of section 333 of Public 
Law 101-518 at the end of the period for 
which funds withheld tmder 512124 are 
available for apportionment to * State 
under § 12120, then such funds shall ' 
lapse or, in the case of funds withheld 
from apportionment under 23 U.S.C 
104(b)(5). shall lapse and be made 
available by the Secretary for projects 
in accordance with 23 U.S.C 110(b).
§12 )210 Procedures affecting state* in 
noncompliance. ■ . /

(a) Every fiscal year, each State 
determined to be in noncompliance with 
section 333 of Public Law 101-518, based 
on NHTSA.'* and FHWA's preliminary 
review of its statutes, will be advised of 
the funds expected to be withheld under 
§ 12124 from apportionment, as part of 
the advance notice of apportionments 
required under 23 U.S.C. 104(e). 
normally not later than ninety days prior 
to final apportionment.

(b) If NHTSA and FHWA determine 
that the State is not in compliance with 
section 333 of Public Law 101-516 based 
on the agencies' preliminary review, the 
State- may. within 30 days of its receipt 
of the advance notice of : . . .

apportionments, submit documentation 
showing why it is in compliance. 
Documentation shall be submitted to the 
National Highway Traffic Safety 
Administration. 400 Seventh Street, SW,. 
Washington. DC 20590.

(c) Every fiscal year, each State 
determined not to be in compliance with 
section 333 of Public Law 101-516, based 
on NHTSA's and FHWA’s final 
determination, will receive notice of the 
funds being withheld under § 1212.4 
from apportionment, as part of the 
certification of apportionments required 
under 23 U.S.C 104(e), which normally 
occurs on October 1 of each fiscal year.

Issued on: October 1,1991.
Jerry Ralph Curry,
Adm inistrator, National H ighway Traffic 
Safety A dm inistration.
Thomas D. Larson,
Administrator. Federal Highway 
Administration.
[FR Doc. 91-23981 Filed 10-4-81; 8:45aml
HUJMU COCC 4S10-4O-M

DEPARTMENT OF HEALTH AND 
HUMAN SERVICES

Health Car* Financing Administration

42 CFR Part 409

[BPD-62j6-Pl
RIN:(»3*-AE34 •* .r *! • .
Medicare Program; "Confined to tho 
Home” Requirements for Home Health 
Services 7'
agency: Health Care Financing 
Administration (HCFA), HHS. 
action: Proposed rule.

SUMMARY: This proposed rule would 
revise the current Medicare rules to ' 
clarify when a home health patient 
would be considered “confined to the 
home" in order to receive hone health 
benefits. It would conform our 
regulations to changes made by section 
4024 of the Omnibus Budget 
Reconciliation Act of 1987. 
dates: Comments will be considered if 
we receive them at the appropriate 
address, as provided below, no later 
than 5 p.m. on December 0.1991. 
ADDRESSES: Mail comments to the 
following address: .
Health Care Financing Administration, 

Department of Health and Human 
Services. Attention: BPD-628-P. P.O. 
Box 26676, Baltimore, Maryland 21207 
If you prefer, you may deliver your 

comments to one of the following 
addresses:
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D E P A R T M E N T  O F  C O M M E R C E  &

EC O N O M IC  D E V E L O P M E N T
DIVISION OF INSURANCE

The Honorable Dave Donley 
Alaska House of Representatives 
Room 122, Capitol 
P.O. Box V
Juneau, Alaska 99811 

re: HB 425

Dear Representative Donley,

The enclosed article appeared in the February 10, 1992 issue of "Insurance 
Week." As you can see other states are going through the same process we 
are and are very aggressive about it.

Of particular concern is the highlighted portion at the end of the article 
which points out that Washington "could be in even better shape - and 
ahead of its insurance-department brethren in the West - by the end of the 
summer." Alaska already loses a significant amount of its market to 
Outside brokers and we hope to reverse that trend with the passage of HB 
425 and the national accreditation which the bill will allow us to seek.

Your committee is, of course, very busy with many pieces of critical 
legislation. However, prompt consideration of HB 425 will allow us to get 
a spot on the NAIC accreditation team's schedule for this year. Delay may 
mean that we will not be on the schedule for this year, thus fulfilling the 
prophecy of the Washington department to the detriment of Alaskan 
businesses and consumers.

Please consider early scheduling and passage of HB 425. As always, if you 
have any questions or if I can ever be of service, please do not hesitate to 
contact me.

W A L T E R  J .  H IC K E L ,  G O V E R N O R

P. O. BOX D
JUNEAU, ALASKA 99811-0800 
PHONE: (907) 465-2515

February 24, 1992

S incere ly ,

David J. Walsh

08-H11LH primed on i(.‘cycled paper b y C.D.



If Legislation Passes, Accreditation Could fry 

Wash. DOI Aims for Billing as Part of NAIC’s Solvency Police
By Richard Rombeck 
Editor

OLYMPIA, Wash. —  II is a process that 
could contain all the rigors of a doctoral 
dissertation combined with (lie pain and 
suffering of a root canal.

Bring it on, says the Washington De­
partment of Insurance, rigor, pain, suffer­
ing and all. The DOI is gearing up to have 
its operations, procedures, regulations — 
heck, even its working papers — placed 
undera microscope by a team slone-tum- 
crs from the National Association of In­
surance Commissioners.

The Washington DOI is aiming to re­
ceive the NAIC stamp of approval and 
membership in the association’s Finan­
cial Regulation Standards and Accredita­
tion Program, designed to give slate in­
surance departments tho regulatory 
mechanisms and teeth to effectively 
monitor insurer solvency.

“Frankly," says Washington Insurance 
Commissioner Richard Marquardl, 
sounding a hit like a man facing a thrcc- 
fool-long needle filled with Novocain, 
“we want it, we need it, we want to get it 
done."

They arc about six months, one piece 
of legislation and a passing grade on the 
onerous NAIC exam away from gelling 
with the program. Optimism is reason­
ably high at the DOI that the department 
will soon join the nine states currently 
accredited in the NAIC's insurer-sol- 
vency-regulation program.

None of those slates is in the West, and 
Washington seems the besl bet from the 
region to be the first to obtain thumbs up 
from the NAIC. But despite the appear­
ance of being a little ahead of die game, 
Washington DOI officials know that time 
is of the essence.

After Jan. 1,199-1, states that have been 
accredited by the NAIC will no longer 
accept the results of financial-solvcncy 
examinations conducted by non-accrcd- 
ited states. As such, carriers domiciled in 
non-accrcditcd states could be refused 
authority to sell insurance in accredited 
slates or be subject to rcaudit, likely at 
the insurers’ expense, by accredited 
states.

The key element for most states in 
the accreditation process is passing 
legislation to establish minimum NAIC 
financial-regulation standards. Some 
Western slates — Oregon, Montana and 
Nevada —  won't have legislative ses­
sions in 1992, which essentially means 
that those stales face In all-or-nothing 
fjght during the 1993 lawmaking ses­
sion to get the needed statutes in place 
for NAIC accreditation time to meet 
the Jan. 1, 1994, deadline.

Fortunately for the Washington DOI,

the stale legislature convenes in 1992 
and 1993, providing two opportunities to 
pass the necessary bill. But Scott Jarvis, 
deputy insurance commissioner and leg­
islative liaison, wants to gel. it done this 
session.

"We don't want lo wait another year," 
Jarvis said. “If we miss something, we 
have a year lo fine-tune it" with legisla­
tion in 1993.

The DOI has introduced a 144-page hill
— “most of it. Is existing law with amend­
ments added," Jarvis says — that, ir 
passed, would bring the Washington de­
partment up lo speed on the 19 areas or 
laws and regulations Ihul encompass the 
NAIC financial standards.

Of those 19, the DOI is asking for 
slatulorial revision of 11, including regu­
lations relating to holding companies, 
producer-controlled properly/casually in­
stil '.’is, reinsurance intermediaries, man­
aging general agents, exams and exami­
nation authority, capital and sundus re­
quirements, risk limitation, valuation or 
investments, receiverships, liabilities and 
reserves, and risk retention.

Marquardt says he tells legislators that 
lire crux of the bill’s provisions is lo “keep 
money in the company where it belongs," 
so that when tin* need arises, claims can 
be paid.

Roger I’olzin, deputy insurance com­
missioner in charge of management ser­
vices, says the bill has no fiscal impact 
during the current biennium. (During the 
nuxthiennium, Hie DOI would need funds 
lo hire three additional cxnmincis.)

At this point, the department’s legisla­
tion has “no opposition that we know of 
to the concept," Jarvis says, explaining 
that some specific elements of the bill 
may require negotiation, but that the DOI 
will attempt to adhere as closely its pos­
sible lo I he NAIC standards.

"Tho industry has been generally sup­
portive," Jarvis says. “There’s no logical 
reason it shouldn’t go through."

l/)gic and legislatures, however, often 
are mutually exclusive, but DOI staiTers 
at this point are expecting lo be able lo 
welcome an NAIC review team to Olym­
pia sometime this summer.

H the review team does come to Olym­
pia— something I hat. won't happen irthe 
bill doesn't pass — the DOI’s examina­
tion practices and procedures, as well as 
the quality and quantity of its financial- 
examinalion staffing will lie probed in 
depth.

“We're fortunate to be in good shape in 
these areas," I’olzin said.

Ifall goes well, the Washington DOI could 
be in even Ixdler shape —  and ahead of its 
insurance department brethren In the West.
— by the end of U ic summer.
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M E M O R A N D U M S t a t e  o f  A l a s k a
TO: Dave Walsh date: February 21, 1992

Direc tor
Division of Insurance

SUBJECT: A m e n d m e n t s

from: Stan Garlington SB 376
Insurance Market  Analyst 
Division of Insurance 
Department of Commerce

and Economic Development

Summary o f Proposed Changes 
T h i r d  P a r t y  A d m i n i s t r a t o r  R e g i s t r a t i o n
The A m erican  Council  of  Life Insurers  reques ted  tha t  third party 
administrators be licensed more in line with the NAIC Model Third Party 
Adminis trator Statute rather than as managing general agents. The division
was able  to deve lop  accep tab le  consensus  language  for third party 
administrator registration Changes 1, 3, 4, 7, 9, 10, II ,  17, and 19 iinpliment 
this addition.

A t t o r n e y - i n - f a c t  L ic e n s e
Concern expressed regarding the lack of specifics in the proposed bill has
been addressed by providing licensing procedures and qualif ications. The 
effective date  of  the license requirement has been changed to 1/1/94 to
accommidate a smooth transition. Changes 13, 14, and 20.

P r e m i u m  R e f u n d
Language is clarified that the 30 days begins 30 days from receipt of the 
request for cancellation or the effective date of cancel lat ion, which ever is 
later. Change 12.

M a n d a t o r y  A p p r a i s a l
Language is changed to address legislative concerns and public testimony 
before House Labor and Commerce. Change 15.

Misc  C l e a n u p
Changes 2, 5, 6, 8, 16 and 18



DOI
2 / 2 1 / 9 2

AMEMBMEMI
OFFERED IN THE SENATE

TO: SB 376

1 .  Page 34, line 23, after "who":

Insert:  "for  res idents  of this state, or for residents of another 
jurisdiction from a place of business in this state, performs administrative 
func t ions  such as c la im s ad m in is t r a t io n  and paym ent ,  m arke t ing  
administrat ive functions, premium accounting, premium billing, coverage 
verification, underwrit ing authority, or cert ificate  issuance only in regard 
to life insurance, disability insurance, or annuities is not required to be
addit ional ly  l icensed as a managing genera l  agent  if the person is
registered under this chapter  as a third par ty  adm inis t ra tor  or only 
investigates and adjusts claims and is licensed under this chapter as an
independent  adjuster."

Delete :  " p e r fo rm s  ad m in is t ra t iv e  f u n c t io n s ,  in c lu d in g  c la im s
administrat ion and payment,  marketing administra t ive  functions, premium 
accounting, premium billing, coverage verification, underwrit ing authority, 
or certificate issuance in regard to insurance as a third-party administrator 
shall be licensed as a managing general agent unless the person only 
investigates and adjusts claims and is licensed under this chapter as an
independent  adjuster ."

2 .  Page 66, line 30, after "bond"

Delete  "with adm it ted  insurers  au th o r ize d  to t ransact  surety 
in su rance"

1



3 .  Page 73, line 8,

Insert: " S e c .  . AS 21.27 is amended by adding a new
section to read:

ARTICLE 4. THIRD PARTY ADMINISTRATORS.
Sec. 21.27.640. REGISTRATION REQUIRED, (a) A person may not act 

as or represent to be a third party administrator in this state or relative to 
a subject  resident, located,  or to be performed in this state unless 
r e g i s te red  un de r  th is  c h a p te r  or by a n o th e r  j u r id i c t i o n  under
AS 21.27.660. A person may not act as or represent to be a third party
administrator representing an insurer domiciled in this state regarding a 
risk located outside this state unless registered by this state.

(b) A third party administrator may not transact business for a kind
or class of insurance for which the person is not registered.

(c) A person who performs adm inis t ra t ive  functions,  including 
c laims administra t ion and payment,  market ing  adminis t ra t ive  functions, 
premium accounting, premium billing, coverage  verif ication,  underwriting 
authority, or certif icate  issuance in regard to insurance as a third party 
administrator shall be registered as a third party administrator unless the 
person only inves t iga te s  and adjusts  c la im s and is licensed under 
AS 21.27 as an independent  adjuster.

(d) A third party administrator may not use a fictitious name or
alias unless the licensee's legal name and fictitious name or alias are on the 
reg is t ra t ion .

(e) A person who is an employee of an admitted insurer, who acts
within the course and scope of  that employment,  and within the scope of
the insurer's certificate of authority is not required to be registered under 
this section.

(f) A person who performs management  services for an admitted
insurer is not required to be registered as a third party administrator if 
the person's compensation is not based on the volume of premium written 
and the person

(1) is a wholly-owned subsidiary of the admitted insurer;
(2) wholly owns the admitted insurer;
(3) is a wholly-owned subsidiary of the insurance holding 

company that owns or controls the admitted insurer;



(4) is a United States manager of the United States branch of 
an alien admitted insurer; or

(5) is the manager of  a group, association, pool, or organization 
o f  admitted insurers that does jo int  underwrit ing if it is subject  to
examination by the authorized insurance regulator in the state in which 
the person's principal place of business is located.

(g) A credit union or a financial institution subject to supervision or 
examination by federal or state banking authorities, or a mortagage lender, 
that  performs no functions other than advancing premiums to the insurer
and collecting a debt from the insured is not required to be registered as a 
third party administrator

(h) A credi t card issuing company that performs no functions, 
including adjustment or se t tlement of claims, other than advancing and 
collecting premiums from its credit card holders who have authorized 
collection is not required to be registered as a third party administrator

(i) A person who exclusively  provides services  to bona fide
em ployee  benefi t  p lans that  a re  establ ished by an em ployer  or an
employee organization, or both, for which the insurance laws of this state 
are preempted under the Employee Retirement Income Securi ty  Act of 
1974, is not  required to be addit ionally  regis tered as a third party
administrator if the person certifies to the director on or before February 1 
of each year its exempt status.

(j) A third party administrator shall
(1)  app ly  fo r  r eg i s t ra t ion  under  the p ro c e d u re s  of

AS 2 1 .2 7 .0 4 0 ;
(2)  ren e w  its r eg i s t r a t io n  under  the  p ro c e d u re s  of

AS 21.27.380; and
(3) be subject  to hearings and orders on violations; denial,  

nonrenewal,  suspens ion ,  or revocat ion  of  regis tra t ion;  penalties;  and 
su r r e n d e r  o f  reg is t r a t io n  und e r  the p ro ced u res  of AS 21 .2 7 .4 05 -  
2 1 .2 7 .46 0 ;

Sec. 21.27.650. THIRD PARTY ADMINISTRATOR QUALIFICATIONS,
(a) For the protection of the people of this state, the director may not issue 
or renew a registration except in compliance with this chapter and may not 
issue a registration to a person, or to be exercised by a person, found by 
the director to be untrustworthy, incompetent, financially irresponsible, or
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who has not established to the satisfaction of the director that the person 
is qualified under this chapter.

(b) To qualify for issuance or renewal of a registration, an applicant 
or registrant shall comply with this title and

(1) be a trustworthy person;
(2) have active working experience in administrative functions 

which, in the director's opinion, exhibits the ability to competently perform 
the administrat ive functions of a third party administrator;

(3) not have committed an act that  is a cause for denial,  
nonrenewal,  suspension,  or revocation of a registration in this state or 
another  jurisdic tion;

(4) if a corporation or partnership,
(A) maintain a lawfully established place of business as 

described in AS 21.27.330 in this state, except as provided in
AS 2 1 .2 7 .2 7 0 ;

(B) disclose to the director  all officers, directors, or
partners,  and whether  or not they are licensed in this state or
another  jurisdic tion;

(C) designate an officer or partner responsible for the 
firm's compliance with the insurance statutes and regulations of this 
s ta te .
(5) provide in or with its application

(A) all basic organizational documents of the third party 
adminis t ra tor ,  including any art icles of  incorporation,  articles of
assoc ia t ion ,  partnership ag reem ent ,  t rade name cer t if ica te ,  trust  
agreement, shareholder agreement  and other applicable documents
and all endorsements to such documents;

(B) the bylaws, rules, regulations or similar documents
regulating the internal affairs of  the administrator;

(C) the names, mail ing addresses, physical addresses,
official positions, and professional qualifications of persons who are 
r e s p o n s ib le  for  the co n d u c t  of  a ffa i rs  of  the th ird  party  
administrator; including all members of the board of directors, board 
o f  t rus tees ,  executive  com m it tee  or o ther  governing board or
committee; the principal officers in the case of a corporation or the 
partners or members in the case  of  partnership or association;
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shareholders holding directly or indirectly 10 per cent or more o f  the 
voting securit ies of the third party administrator;  and any other 
person who exercises control or influence over the affairs of the third 
party administra tor ;

(D) certified financial statements for the prior two years 
p repared  by an independent  cer t i f ied  public  accountant  which 
establish that the applicant is solvent, that the applicant 's system of 
accounting, internal control, and procedure is operating effectively to 
provide reasonable assurance that money is promptly accounted for 
and paid to the person enti t led  to the money, and any other 
information that the d irector  may require  to review the current  
financial condition of the applicant; and

(E) a statement describing the business plan including 
information on staffing levels and activities proposed in this state 
and in other jurisdictions and providing details establishing the third 
party administrator 's  capability for providing a sufficient number of 
experienced and qualified personnel in the areas of claims handling, 
underwrit ing, and record keeping;

(6) provide to the director documents necessary to verify the 
statements contained in or in connection with the application;

(7) notify the director within 30 days in writing by certified 
mail of a change in principal or manager, residence, place of business, 
mailing address, phone number; suspension or revocation o f  an insurance 
license or registration by another state or jurisdiction; or a conviction of a 
misdem eanor  or felony of the third party administrator ,  its officers ,
directors, partners, owners, or employees; and

(8) provide the director on January 1, April 1, July 1, and
October 1 of each year

(A) a list of cu rren t  em ployees ,  iden t i fy ing  those
transacting business in this- stat? or upon subjects resident, located or 
to be performed in this state;

(B) a list of current insurers under contract; and
(C) other information the director may require.

(c) The d i rec to r  may adopt  regula tions establishing addit ional  
education or experience requirements for applicants or registrants under
this chapter.

5



(d) The d irec tor  may require  that  a third party administrator
m a in ta in

(1) a bond as described in AS 21.27 .190 in an amount
acceptable  to the d i rec to r  and condit ioned in that the third party
administrator will conduct business as required by this title; and

(2) an errors and omissions insurance policy acceptable to the
direc tor .

(e) If  the director finds that the applicant or registrant is qualified
and that application,  registration, or renewal fees have been paid, the 
director may issue or renew the registration.

Sec. 21.27.660. OPERATING REQUIREMENTS FOR THIRD PARTY 
ADMINISTRATORS, (a) An insurer may not transact business with a third 
party administrator  unless

(1) the insurer holds a certificate of authority in this state;
(2) the third party administrator  is registered under this

chapter or, when the third party administrator  is operating only for a
foreign insurer, is registered as a third party administrator  by the third 
party administrator 's  res ident  insurance regu la to r  in a state that the
director has determined has enacted provisions substantia l ly  similar  to 
those contained in AS 21.27.640 - 21.27.660 and that  is accredited by 
the National Associa tion of  Insurance Commissioners ,  if the third party 
administrator provides the director on January 1, April 1, July 1, and
October 1 of each year

(A) a list of  current  em ployees ,  identify ing those
transacting business in this state or upon subjects resident, located or 
to be performed in this state;

(B) a list of current insurers under contract; and
(C) other information the director may require.

(3) a w r i t te n . contract is in effect between the parties that
establishes the responsibilities of each party, indicates both party's share 
of responsibility for a particular  function, and specifies the division of 
responsib i l i t ies ;

(4) a written contract between an insurer and a third party
administrator contains the following provisions;

(A) the insurer may terminate  the contract for cause
upon wri t ten  not ice  sent by cert if ied mail to the third party
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administrator  and may suspend the underwri t ing authority of the 
third party administra tor during a dispute regarding the cause for 
termination; but the insurer must fulfill all lawful obligations with 
respect to policies affected by the written agreement,  regardless of 
any dispute between the insurer and the third party administrator.

(B) the third party administrator shall render accounts to 
the insurer detailing all transactions and remit all money due under 
the contract to the insurer at least monthly;

(C) all money collected for the account of an insurer shall 
be held by the third party administrator in a fiduciary account as 
described under A-S 21.27.360;

(D) the third party administrator shall comply with all
applicable fiduciary account statutes and regulations;

(E) a fiduciary account shall be used for all payments on 
behalf of the insurer;

(F) the third party administrator may not retain more
than three months est imated claims payments  and allocated loss 
ad jus tment  expenses;

(G) the third party administrator shall maintain separate
records for each insurer in a form usable by the insurer; the insurer 
or its authorized representative shall have the right to audit and the 
r ight  to copy all accounts  and records related to the insurer’s 
business; the director, in addition to authority granted in this title, 
shall have access to all books, bank accounts, and records of the third 
party adminis t ra tor  in a form usable to the director; any trade
secrets contained in books and records reviewed by the director,
in c lu d in g  the id en t i ty  and add resses  of  p o l ic y h o ld e r s  and
cert ificateholders , shall be kept confidential, except that the director
may use the information in a proceeding instituted against the third
party administrator or the insurer.

(H) the contract may not be assigned in whole or in part 
by the third party administrator;

(I) if the contract permits the third party administrator
to do underwriting, the contract must include the following:

(i) the third party adm in is t ra to r 's  maximum
annual  premium volume;
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(ii) the rating system and basis of the rates to be
charged ;

(iii) the types of risks that may be written;
(iv) maximum limits of liability;
(v) applicable exclusions;
(vi) territorial limitations;
(vii) policy cancellation provisions;
(viii) the maximum policy term; and
(ix) that the insurer shall have the right to cancel

or not renew a policy of insurance subject to applicable state
law;

(J) if the contract permits the third party administrator
to settle claims on behalf of the insurer, the contract must  include 
the following:

(i) written settlement authority must  be provided
by the insurer and may be terminated for cause upon the 
insurer’s written notice sent by certified mail to the third party 
administrator or upon the termination of the contract,  but  the 
insurer may suspend the settlement authority during a dispute 
regarding the cause of termination;

(ii) claims shall be reported to the insurer within
30 days;

(iii) a copy of the claim file shall be sent to the
insurer upon request or as soon as it becomes known that the
claim has the potential to exceed an amount determined by the 
director or exceeds the limit set by the insurer, whichever is 
less; involves a coverage dispute; may exceed the third party 
administrator 's  claims settlement authority; is open for more 
than six months; involves extra contractual allegations; or is
closed by payment in excess of an amount set by the director 
or an amount set by the insurer, whichever is less;

(iv) each party to the contract shall comply with 
unfair claims settlement statutes and regulations;

(v) transmission of electronic data must occur at
least monthly if electronic claim files are in existence; and
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(vi) claim files shall be the sole property of the 
insurer; upon an order of liquidation of the insurer, the third 
party administrator  shall have reasonable  access to and the 
right to copy the files on a timely basis;

(K) the contract may not provide for commissions, fees, 
or charges contingent  upon savings effected in the adjustment,  
se t t lem en t ,  and paym en t  o f  losses  covered  by the insurers  
o b l ig a t io n s ;  but a th ird  pa r ty  a d m in i s t r a to r  may rece ive  
perform ance-based  compensation for provid ing  hospital or other 
auditing services or may receive compensation based on premiums 
or charges collected or the number of claims paid or processed;

(L) if the insurer is domiciled in this state or the third 
party administrator has a place of business in this state, a copy of the 
contract must be filed with and approved by the director at least 30 
days before  the third party adm in is t ra to r  transacts business on 
behalf of the insurer; and

(M) if the contract is not required to be approved in 
advance  by the d irec tor ,  the in su re r  shall provide  wri t ten 
notif ication to the director within 30 days of the entry into or 
termination of a contract with a third party administrator; the notice 
must  include a statement of duties to be performed by the third 
party administrator on behalf of the insurer, the kinds and classes of 
insurance for which the third party administ rator has authorization 
to act, and other information required by the director.
(b) If the contract  provides for the third party administrator to 

receive or collect premiums, payment by or on behalf of the insured of 
premiums for insurance to the third party administrator shall be deemed 
to have been received by the insurer; payment  of return premiums or 
claim payments forwarded by the insurer to the third party administrator 
shall not be deemed to have been received by the person entitled to the 
money until the payments are received by the insured or claimant; nothing 
in this subsection limits the rights that the insurer may have against the 
administ ra tor resul t ing from the fai lure of the administrator to make 
payments to persons entitled to money.

9



(c) Policies, cert if icates ,  booklets, termination notices or other 
written com m unica t ions  del ivered  by the insurer to the third party
administrator for delivery to the insured or covered individuals shall be 
delivered by the third party administrator within 10 days after receipt of 
instructions from the insurer to deliver them.

(d) When the services of a third party administrator are utilized, the 
third party adm in is t ra to r  shall provide a written not ice  approved in 
writing by the insurer to a covered person advising the person the identity 
and relationship am ong  the third party administrator ,  the policyholder,
and the insurer;

(e) The third party administrator may not
(1) bind reinsurance or retrocessions on behalf of the insurer;
(2) c o m m i t  the insurer  to pa r t ic ipa te  in insurance  or

reinsurance syndicates;
(3) appoin t  a subagent unless the scope of the subagent's

license as an in su rance  producer  includes the kinds and classes of 
insurance for which the subagent is appointed and there is in effect a
written agency agreem ent  that specifically sets out the duties, functions, 
powers, authority, and compensation of all parties to the contract;

{4', pay or commit  the insurer to pay a claim, net of
reinsurance, the amount  of which exceeds one percent of the insurer's
policyholder's surplus as of  December 31 of the last completed calendar
year without the prior written approval of  the insurer for the settlement 
and the approval is received after the insurer has been notified in writing 
that the claim se t t lem ent  will exceed one percent  of the insurer 's
policyholder's surplus as of December 31 of the last completed calendar
year;

(5) collect a payment from a reinsurer or commit the insurer to 
a claim settlement with a reinsurer without prior written approval of the 
insurer, but if prior written approval is given, a complete  report must be 
forwarded to the insurer within 30 days;

(6) serve on the insurer's board of directors;
(7) joint ly  employ an individual who is employed by the

insure r ;
(8) de legate  third party administrator  authority to another

person;



(9) solicit applications for insurance or renewals of insurance 
directly through employees or by appointments of insurance producers as 
its subagents under the procedures of AS 21.27.100 - 21.27.110 unless its 
employees or the insurance producers are licensed for the kinds or classes 
of insurance and the solici tation or renewals are within the scope of 
au thori ty  g ranted  by the insurer  con trac t ing  with the third party 
administrator; or

(10) advertise the business underwritten by an insurer unless 
the advertising has been approved in writing by the insurer in advance of 
its use.

(f) In a form acceptable to the director, a third party administrator 
shall annually provide and an insurer shall annually  obtain a copy of 
certified financial statements prepared by an independent certified public 
accountant of each third party administrator with which the insurer has 
done business.

(g) In addition to any other required loss reserve certification, if a 
third party adm in is t ra to r  es tab l ishes  loss reserves,  the insurer shall 
annually obtain the opinion of an independent qualif ied actuary attesting 
to the adequacy of loss reserves established for losses incurred and
outstanding on business produced by the third party administrator.  The 
insurer retains an independent  responsibili ty to de termine the adequacy 
of its loss reserves ,  including  those es tab l ished  by its third party
a d m in is t r a to r s .

(h) If a third party administrator provides services for more than 
100 certificateholders on behalf  of an insurer, the insurer  shall at least 
semiannually conduct  a review of the opera t ions  o f  the third party
administrator, at least one of which must be an on-site review.

(i) A third party administrator shall maintain records as described 
in AS 21.27.350.

(j) An insurer may not appoint to its board of directors an officer, 
d i rec tor ,  e m p lo y e e ,  s u b a g e n t ,  in surance  p ro d u c e r ,  or  co n tro l l in g  
shareholder of its third party administrator.

(k) An actual or apparent ly  authorized act of  the third party
administrator is considered to be the act of the insurer upon whose behalf 
the third party administrator is acting.

1 1



(1) A. third party administ ra tor may be examined by the director
under AS 21.06.120 as if it were the insurer.

(m )  If the d i r e c to r  d e te rm in e s  a f te r  a hear ing  under
AS 21.06.170 - 21.06.240 that a third party adminis t ra tor  caused loss
arising out of  a violation of AS 21.27.640 - 21.27.660 to an insurer, the
director may order the third party administrator to reimburse the insurer,
the rehab i l i ta to r ,  or the l iq u id a to r  of the insurer  for the loss.
Reimbursement ordered under this subsection is in addition to any other
liability of the third party administrator and does not affect the rights of a
policyholder, claimant, creditor, or third party.

(n) In addition to- any other penalty provided by law, a person who 
v io la tes  this section is su b je c t  to the pena l t ie s  p rov ided  under  
AS 21.27.440 and an insurer's certificate of authority may be suspended 
or revoked."

4 .  Page 73, line 8, after "ARTICLE":

Insert: "5"
Delete: "4"

5 .  Page 73, line 16, after "(1)"

Delete "an in-force, unimpaired"

6 .  Page 73, line 16, after "bond"

Delete  "with admit ted  in su re rs  au thor ized  to t ransac t  surety 
in su rance"

7 .  Page 77, line 14, after "ARTICLE":

Insert: "6"
Delete: "5"
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Delete  "with  admit ted  insurers  au tho r ized  to t ransac t  surety  
in su ran ce"

8 . Page 77, line 30, after "bond"

9 .  Page 84, line 19, after "ARTICLE":

Insert: "7"
Delete: "6"

1 0 .  Page 87, line 10, after "ARTICLE":

Insert: "8"
Delete: "7"

1 1 .  Page 90, line 9, after "ARTICLE":

Insert: "9"
Delete: "8"

1 2 .  Page 114, line 11

Insert " (A) within 30 days of receipt of  the request for cancellation 
or the effective date of cancellation, which ever is later, on a policy not 
subject to audit; or

(B) within 30 days completion of an audit; the insurer shall 
perform and complete an audit within 30 days of receipt of the request for 
cancellation or the effective date of cancellation, which ever is later, unless 
the audit cannot  reasonably be completed using due diligence and the 
insured is advised  in wri ting of  the reason why addit ional  time is 
necessary to complete the audit and when the audit will be completed. 

Delete " (A) within 30 days on a policy not subject to audit; or
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(B) within 30 days of complet ion of an audit; the insurer 
shall perform and complete an audit within 30 days unless the audit 
cannot reasonably be completed using due di ligence and the insured is 
advised in wri t ing of the reason why addit ional  time is necessary to
complete the audit and when the audit will be completed.

1 3 .  Page 129, line 13, after "ATTORNEYS-IN-FACT"

Insert "(a)"

1 4 .  Page 129, line 21, after "insurer."

I n s e r t  "(b) For the protection of the people of this state, the 
director may not issue or renew a license to a person, or to be exercised by 
a person,  found by the director  to be un trus tworthy ,  incompetent,  
financially irresponsible, or who has not established to the satisfaction of
the director that the person is qualified under this chapter.

(c) To qualify for issuance or renewal of a license, an applicant or
license shall comply with this title and

(1) be a trustworthy person;
(2) have active working experience in administrative functions 

which, in the director's opinion, exhibits the ability to competently perform 
the administrative functions of an attorney-in-fact;

(3) not have committed an act that is a cause for denial,  
nonrenewal, suspension, or revocation of a license in this state or another 
jurisdic t ion;

(4) have and maintain a lawfully established place of business 
physically accessible  to the public where the attorney-in-fact  principally 
conducts transactions under the license in this state, or if for a foreign 
reciprocal, in the state domicile;

(5) disclose to the director all officers, directors, partners, 
principals, or manager and whether or not they are licensed in this state or 
another jurisdic t ion;
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(6) designate an officer, partner, or principal responsible for 
the firm's compliance with the insurance statutes and regulations of this
s ta te .

(7) provide certified  financial sta tem ents for the prior two 
years prepared by an independen t certified  public  accountant which 
establish that the applicant is solvent, that the applicant's  system of 
accounting, in ternal control, and procedure is opera ting  effectively to 
provide reasonable assurance that money is prom ptly accounted for and 
paid to the person entitled to the money, and any other information that 
the director may require to review the current financial condition of the
applicant; and

(8) provide to the director documents necessary to verify the 
statements contained in or in connection with the application;

(9) notify the director within 30 days in writing by certified 
mail of a change in officer, director, partner, principal, or manager; place of
business; mailing address; phone number; suspension or revocation of an
insurance license by another state or jurisdiction; or a conviction of a
m isdem eanor or felony of the a ttorney-in-fac t, its officers , directors, 
partners, owners, or employees; and

(d) The d irec to r  may adopt regula tions es tab lish ing  education 
requirem ents, experience  requirem ents , or exam ina tion  requirements for 
applicants or licensees under this chapter.

(e) The d irector may require that an attorney-in-fact maintain an
errors and omissions insurance policy acceptable to the director.

(f) If the director finds that the applicant or licensee is qualified and 
that application, license, or renewal fees set under AS 21.06.250 have 
been paid, the director may issue or renew the license.

(g) The license shall be renewed each year by the attorney-in-fact 
when the annual statement is filed under AS 21.75.130.

(h) An attorney-in-fact shall be subject to hearings and orders on
violations; denia l, nonrenew al, suspension, or revocation  of license; 
p e n a l t ie s ;  and s u r r e n d e r  o f  l ic en se  u n d e r  the p ro ce d u res  of 
AS 2 1 .2 7 .4 0 5  - 2 1 .2 7 .4 6 0 ."

15



1 5 .  Page 143 , l in e  2 5 , a f te r  " A P P R A IS A L "

Insert "A motor vehicle or similar policy, a policy providing property 
coverage, or any other policy providing first party property, casualty, or 
inland marine coverage, issued or delivered in this state, must include an 
appra isa l c lause prov id ing  a contrac tual m eans to reso lve  a dispute 
between the insured and the insurer over the value of a covered first 
party loss for real p roperty , personal property , business property , or 
similar risks. If the insured and the insurer fail to agree on the amount of 
such a covered first party loss, either may make written demand upon the 
other to submit the dispute for appraisal. Within 10 days of the written 
demand, the insured and insurer must notify the other of the competent 
appraiser each has selected. The two appraisers will promptly choose a 
competent and impartial umpire. No later than 15 days after the umpire 
has been chosen, unless the time period is extended by the umpire, each 
appraiser will separately state in writing the amount o f the loss. If the 
appraisers submit a written report of agreement on the amount of the loss, 
the agreed amount will be binding upon the insured and insurer. If the 
appra ise rs  fail to agree, the appra ise rs  will p rom ptly  subm it their 
differences to the umpire. A decision agreed to by one of the appraisers 
and the umpire will be binding upon the insured and insurer. All expenses 
and fees, not including counsel or adjuster fees, incurred because of the 
appraisal shall be paid as determined by the umpire. Except as specifically 
provided, nothing in this section is intended to or shall in any manner limit 
or restrict the rights of insureds or insurers or confer any rights to such 
persons ."

Delete "An autom obile , hom eowner, or dwelling policy issued or 
de livered  in the state m ust include  an appraisal c lause  providing a 
contractual means to pursue a dispute over the value of an insured's 
property loss. The appraisal right shall be the insured 's first right of 
appeal. The insured may invoke the right of appraisal by giving written 
notice to the insurer of the insured's intent. The notice must include the 
name, address, and phone number of an appraiser of the insured's choice. 
W ithin 10 working days from receipt of information, the insurer shall 
p rov ide  the nam e, add ress ,  and phone num ber o f an independen t 
appraiser of the insurer 's  choice  to the insured. The appra iser shall 
provide final appraisals within 30 working days from the date of the
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written demand by the insured to invoke the appraisal provision. If a
mutual value is not agreed upon by the two appraisals, the appraisers shall
select a third appraiser. A valuation in writing agreed upon by two of the 
three appraisers shall determine the amount of the loss. The insured and
insurer shall pay the cost of their own appraisals and the expense of a
third appraiser shall be divided equally between them

1 6 .  Page 147, line 7, after "more"

Insert "admitted"

1 7 .  Page 147, line 11, after "issuance":

D elete : ’"m anag ing  genera l  a g en t’ inc ludes  a th ird -pa rty
a d m in is t r a to r"

1 8 .  Page 148, line 5, after "assuming"

Insert "admitted"

1 9 .  Page 148, line 27, after "who"

Insert: "for residents of this state, or for res iden ts o f  another 
jurisdiction from a place of business in this state, performs administrative 
fu n c tio n s  such  as c la im s a d m in is t ra t io n  and p ay m e n t,  m arke ting  
adm inistrative functions, prem ium  accounting, prem ium  billing, coverage 
verification, underwriting authority, or certificate issuance in regard to life 
insurance, disability insurance, or annuities;"

D e le te :  "p e rfo rm s  a d m in is t r a t iv e  fu n c tio n s  su ch  as c la im s
adm inistration and payment, m arketing administrative functions, premium 
accounting, premium billing, coverage verification, underwriting authority, 
or certificate issuance in regard to insurance;"
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2 0 .  Page 149, line 22, after "94" 

Insert ", 95, and 188"

Delete "and"
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A IM U

April 1, 1992

Re: A l a s k a  H. 425

R e p r e s e n t a t i v e  D a v i d  D o n ley, C h a i r m a n  
H o u s e  J u d i c i a r y  C o m m i t t e e  
S t a t e  C a p i t o l  
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

D e a r  R e p r e s e n t a t i v e  D o n ley:

A l a s k a  H. 4 2 5  p r e s e n t s  s e r i o u s  p r o b l e m s  f o r  A m e r i c a n  o c e a n  

m a r i n e  i n s u r e r s .  S e c t i o n  144 o f  t h e  b i l l  w o u l d  d e l e t e  t h e  

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

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

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

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

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

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

A l a s k a .

O c e a n  m a r i n e  i n s u r a n c e  e n c o m p a s s e s  i n s u r a n c e  p r o t e c t i o n  

f o r  e x p o r t s  o r  i m p o r t s  w h i l e  i n  t r a n s i t  (k n o w n  as c a r g o  

i n s u r a n c e ) ,  h u l l  c o v e r a g e s ,  v a r i o u s  m a r i n e  l i a b i l i t y  e x p o s u r e s ,  

a n d  w a r  r i s k s  a t  s e a  o n  b o t h  h u l l  a n d  c a r g o  r i s k s .  T h r o u g h  

m a r i n e  e x e m p t i o n s ,  b o t h  t h e  s t a t e  a n d  f e d e r a l  g o v e r n m e n t s  h a v e  

r e c o g n i z e d  t h e  i n t e r n a t i o n a l ,  e x t r a - t e r r i t o r i a l  n a t u r e  o f  o c e a n  

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

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

m a r k e t s  as w e l l .

O n e  o f  t h e  m a n y  u n i q u e  f e a t u r e s  of  t h e  m a r i n e  i n s u r a n c e  

m a r k e t  is t h e  " o p e n” c a r g o  i n s u r a n c e  p o l i c y .  A n  o p e n  c a r g o  

p o l i c y  is u s u a l l y  i s s u e d  t o  c o v e r  all of  t h e  s h i p m e n t s  o f  a n

A m e r i c a n  I n s t i t u t e  o f  M a r i n e  U n d e r w r i t e r s
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i n s u r e d  r e g a r d l e s s  o f  d e s t i n a t i o n .  O p e n  p o l i c i e s  f a c i l i t a t e  

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

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

p o l i c i e s  a r e  i s s u e d  w i t h o u t  a n  expira.tion d a t e  a n d  c o v e r a g e  

a t t a c h e s  t o  e a c h  s h i p m e n t  w h e n  it is d e c l a r e d  t o  t h e  i n surer. 

H. 4 2 5  w o u l d  r e q u i r e  a m a r i n e  c a r g o  i n s u r e r  t o  c o n t i n u e  o n  an 

o p e n  p o l i c y  a d  i n f i n i t u m  b e c a u s e  t h e r e  is n o  r e n e w a l  date. 

[ N o t i c e  o f  n o n - r e n e w a l  m u s t  b e  s e n t  45 d a y s  b e f o r e  e x p i r a t i o n  

o f  t h e  p o l i c y  p u r s u a n t  t o  A l a s k a  I n s u r a n c e  C o d e  

§21.36.2 3 5 ( a ) (2)].

S i n c e  t h e  m a r i n e  c a r g o  i n s u r a n c e  m a r k e t  in t h e  U n i t e d  

S t a t e s  is i n t e n s e l y  c o m p e t i t i v e  a n d  c o v e r a g e  is r e a d i l y  

a v a i l a b l e  a t  v e r y  l o w  cost, t h e s e  n e w  r e q u i r e m e n t s  w o u l d  c r e a t e  

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

a t  a c o m p e t i t i v e  d i s a d v a n t a g e  w i t h  f o r e i g n  m a r k e t s .  W e  d o u b t  

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

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

A p p l i c a t i o n  o f  t h e  c a n c e l l a t i o n  a n d  n o n - r e n e w a l  p r o v i s i o n s  

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

w i t h  r e s p e c t  t o  w a r  r i s k  c o v e r a g e s .  W a r  r i s k  i n s u r a n c e  

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

o u t b r e a k  o f  h o s t i l i t i e s .  A  c a r g o  w a r  r i s k  p o l i c y  is a s e p a r a t e  

p o l i c y  w i t h  n o  e x p i r a t i o n  d a te, w r i t t e n  t o d a y  (peace t i m e )  f o r  a 

v e r y  l o w  p r e m i u m .  B e c a u s e  o f  this, m a r i n e  i n s u r e r s  r e q u i r e  t h e  

f l e x i b i l i t y  t o  r e s p o n d  to r a p i d l y  c h a n g i n g  p o l i t i c a l  c o n d i t i o n s  

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

i n a d e q u a t e  p r e m i u m  o r  d i s a p p e a r a n c e  o f  r e i n s u r a n c e .

T h r o u g h o u t  t h e  w o r l d ,  c a r g o  w a r  r i s k  p o l i c i e s  p r o v i d e  t h a t  

e i t h e r  p a r t y  m a y  c a n c e l  o n  48 h o u r s  n o t i c e  f o r  s h i p m e n t s  n o t  

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

a t  r i s k .  I n  t h e  e v e n t  t h a t  t h e  U n i t e d  S t a t e s  w e r e  t o  g o  to 

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

w h i c h  w o u l d  r e p l a c e  p r i v a t e  w a r  r i s k  i n s u r a n c e  (as it d i d  in



W o r l d  W a r  II a n d  D e s s e r t  S t o r m ) . O t h e r  m a j o r  g o v e r n m e n t s  h a v e  

s i m i l a r  p r o g r a m s .

A m e r i c a n  c o m p a n i e s  w r i t i n g  w a r  r i s k  i n s u r a n c e  g e n e r a l l y  

a r e  s u b j e c t  t o  a  s e v e n  d a y  n o t i c e  o f  c a n c e l l a t i o n  f r o m  t h e i r  

r e i n s u r e r s .  T h o s e  r e i n s u r e r s ,  m a n y  o f  w h o m  a r e  f o r e i g n ,  w o u l d  

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

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

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

w i t h o u t  r e i n s u r a n c e ,  t o  c o n t i n u e  t o  i n s u r e  s h i p m e n t s  i n t o  a r e a s  

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

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

s t a y  in  t h e  m a r k e t  a t  all, t o  a p p l y  m u c h  h i g h e r  r a t e s  ( w a r t i m e  

p r e m i u m s  f o r  p e a c e t i m e  s h i p m e n t s ) . I n  fact, t h e  p r a c t i c a l  

e f f e c t  w o u l d  b e  t o  f o r c e  w a r  r i s k  c o v e r  t o  g o  t o  f o r e i g n  

i n s u r e r s .  A s  a f u r t h e r  c o n s e q u e n c e ,  m u c h  o f  t h e  m a r i n e  c a r g o  

i n s u r a n c e  w o u l d  g o  a b r o a d  w i t h  it. S e r v i c e  t o  t h e  i n s u r e d s  in 

A l a s k a  c o u l d  b e  r e d u c e d  and, o f  c o u r s e ,  t h e  U.S. b a l a n c e  o f  

p a y m e n t s  p r o b l e m s  w o u l d  b e  i n t e n s i f i e d .  W e  c a n n o t  b e l i e v e  s u c h  

w a s  t h e  i n t e n t .

A I M U  u r g e s  t h a t  H. 4 2 5  b e  a m e n d ' d  t o  p r e s e r v e  t h e  m a r i n e  

e x e m p t i o n  in  C o d e  §21.36.310 (i) . If  y o u  h a v e  a n y  q u e s t i o n s  

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

i n d u s t r y ,  p l e a s e  d o  r o t  h e s i t a t e  t o  c o n t a c t  us. W e  w o u l d  

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

T h e  A m e r i c a n  I n s t i t u t e  o f  M a r i n e  U n d e r w r i t e r s  is a t r a d e  

a s s o c i a t i o n  r e p r e s e n t i n g  t h e  A m e r i c a n  o c e a n  m a r i n e  i n s u r a n c e  

i n d u s t r y .

V e r y  t r u l y  y o u r s ,

W a r d  L.<Mau; 
P r e s i d e n t
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P.O. Box 770296 
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(907)694-6683

3111 C Street, Suite 540 
Anchorage, Alaska 99503 

(907) 561-8459

State Capitol 
Juneau, Alaska 99301-1182 

(907)465-3711

Se n a t o r  S a m  G o t t e n

M a r c h  2, 1992

P e t e r  C. H u y c k e  
H u y c k e  G e n e r a l  A g e n c y  
2904 B o n i f a c e  P a r k w a y  
A n c h o r a g e ,  AI< 99504

D e a r  Peter:

T h a n k  y o u  for y o u r  l e t t e r  o f  F e b r u a r y  24, c o n c e r n i n g  H o u s e  Bill 
4 2 5 / S e n a t e  Bi l l  376.

H o u s e  B i l l  425 is c u r r e n t l y  b e f o r e  t h e  H o u s e  J u d i c i a r y  C o m m i t t e e  
for c o n s i d e r a t i o n .  S e n a t e  B i l l  376 is b e f o r e  t h e  S e n a t e  L a b o r  & 
C o m m e r c e  C o m m i t t e e  for c o n s i d e r a t i o n .

I h a v e  s e n t  a c o p y  of y o u r  c o m m e n t s  to  t h e  c h a i r s  of t h e s e  
c o m m i t t e e s  so t h a t  y o u r  c o n c e r n s  a r e  m a d e  a p a r t  o f  t h e  r e c o r d .  I 
a p p r e c i a t e  t h e  c o m m e n t s  a n d  s u g g e s t i o n s  c o n t a i n e d  in y o u r  lett e r .

2 i r ^ Q>-0 i w

S a m  c o t t e n  
S t a t e  S e n a t o r

cc: S e n a t o r  D r u e  P e a r c e  ( w / e n c l o s u r e )
Chair, S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e

R e p r e s e n t a t i v e  D a v e  D o n l e y  ( w / enclosure) 
Chair, H o u s e  J u d i c i a r y  C o m m i t t e e



H u y c k e  G e n e r a l  A g e n c y

2904 Boniface Parkway 

Anchorage, Alaska 99504 

February 24, 1992 907-338-

Honorable Senator Sam Cotten 
P.O. Box V
Juneau, Alaska 99811 

Re: HB 426/SB 376

Dear Senator Cotten:

You w ill recall I had briefly visited with you about these Omnibus Insurance 
b ills . I had indicated my support foi these, explaining they were a result of 
generally acceptable compromises worked out by the Division of Insurance and the 
insurance industry representatives. And that the general purpose of these b ills  
is to enable the State of Alaska Division to be accredited by the National 
Association of Insurance Commissioners.

Have fin a lly  had an opportunity to go through and digest the almost 150 pages.
I noted several discrepancies, which possibly occurred in the legal translation 
from our working drafts to what was presented to you.

The f ir s t  is on Bonds, Section 70, page 46-47. The Di vi si or nad accepted my 
request to insert "or an alternative indemnity" on line 12. Existing statute 
does not define the nature of the bond. This revision does so define a bend.
The problem is with the size of the indemnity ($200,000. for a Surplus Lines 
Broker). Few bond insurers are w illing  to write this bond for smaller Surplus 
Lines Brokers.

I fa ll into this category. At least once in the past, I have had to resort to 
obtaining a Letter of Credit from a local bank as a substitute. What concerns 
me is the wording presented to you on lines 29-31; "may adopt, by regulation."
I request the word "may" be replaced by "shall." I f  I again have to resort to 
a LOC, I think the Director should have to recognize that a LOC from First 
National Bank of Anchorage is as good as, i f  not superior to a bond provided 
by some of the "admitted" insurers presently working the market.

The other concern I have is on Return Premiums, Section 143, page 114. First, 
i f  insurers generally are not paid until 45 days (after the close of the current 
accounting month), why the choice of 30 days from the policy cancellation date?
I can see instances where this would require the insurer to make a refund 
before i t  has even been paid!

Secondly, this 30 day requirement ignores requirements elsewhere in statute 
that insurers give specific cancellation notice to interested third parties. 
These requirements are regardless of who is requesting cancellation. To be 
required to issue a refund before the policy is even cancelled does not make 
any sense to me.

(lAAMGAi 

FAX 907-338-7234



Re: HB 426/SB 376 Page Two

Instead, i f  the insured requests cancellation, I suggest the wording be changed 
to 45 days after the insurer has discharged its  obligation to notify all 
interested third parites that the policy is being cancelled.

Thank you for your interest, and

Very truly yours,

Peter C. Huycke

PCH:jsh



1 vending machine license for each machine to be used. The license must specify the name and

2 mailing address of the insurer and insurance producer  [AGENT], the name of the policy to be

3 sold, the serial number of the machine, and the physical location [PLACE] where the machine

4 is to be in operation. The special vending machine license is subject to nonrenewal,

5 suspension* or revocation coincidentally with that of the insurance producer [AGENT]. The

WORK - PA.F7 WORK DRAFT WORK DRAFT

6 director shall also revoke the license on a machine if the director finds that the conditions upon

7 which the machine was licensed, under (a) of this section, no longer exist. Proof o f the existence

8 o f a license shall be displayed on or about each vending machine in use in the manner the

9 director may [REASONABLY] require.

10 * Sec. 70. AS 21.27.190 is repealed and reenacted to read:

11 Sec. 21.27.190. BOND, (a) In addition to any other requirements in this title, a bond

12 or an alternative indemnity permitted under this section shall meet the following requirements:

13 (1) it shall be continuous in form;

14 (2) it shall remain in force until the licensee is released from liability by the

15 director or until cancelled by the issuer;

16 (3) without prejudice to any liability accrued before the effective cancellation, it

17 may be cancelled if the director receives 60 days advance written notice;

18 (4) the amount required to be maintained must be maintained unimpaired; and

19 (5) it shall be in favor of insurers, insureds, and this state.

20 (b) A bond may only be issued by an admitted insurer authorized to transact surety

21 insurance in this state that is acceptable to the director.

22 (c) For a firm licensee, a single bond or an alternative indemnity permitted under this

23 section may combine the sureties required

24 (1) by separate sections of this title; and

25 (2) for separate places of business.

26 (d) An individual in the firm who acts solely on behalf o f a firm that has and maintains

27 a bond or an alternative permitted under this section may not be required to also have and

28 maintain a bond if the individual in the firm deposits all money into the firm’ s fiduciary account.

29 (e) Except as provided in this title, the director may adopt, by regulation, a deposit of

30 cash, a certificate o f deposit, or letter of credit as an alternative to a bond if the deposit of cash,

31 certificate o f deposit, or letter of credit meets the requirements of this section, other provisions

-46-
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1 practices in the conduct o f the business o f insurance found by the director to be unfair or

2 deceptive.

3 * S ec  143. AS 21.36.255(a) is amended to read:

4 (a) If an insurance policy is cancelled, rejected, or rescinded by the

5 (1) insurer, the insurer shall refund the unearned premium paid to the insured or

6 premium finance company: or

7 (2) insured, the insurer shall return any unearned premium paid to the insured or

8 premium finance company, less a cancellation fee not to exceed 7.5 percent o f the unearned

9 premium; a cancellation fee may not be charged unless the fee is clearly stated in the policy; the

10 insurer shall return or credit the unearned premium less a lawful cancellation fee

11 (A) within 30 days on a policy not subject to audit: or

12 (B) within 30 days of completion of an audit; the insurer shall perform

13 and complete an audit within 30 days unless the audit cannot reasonably be

14 completed using due diligence and the insured is advised in writing of the reason

15 why additional time is necessary to complete the audit and when the audit will be

16 completed.

17 * Sec. 144. AS 21.36.310(1) is amended to read:

(1) "business or commercial insurance" means insurance other than personal

insurance, reinsurance, life insurance, disability insurance, fidelity and surety insurance, title 

insurance, [WET MARINE AND TRANSPORTATION INSURANCE AS DEFINED IN 

AS 21.34.900,] or an annuity contract;

* Sec. 145. AS 21.36.320(a) is amended to read:

(a) On the complaint of a person or on the motion of the director, the director may 

conduct an investigation to determine whether a person [IN THIS STATE] is engaged in an 

unfair method of competition or unfair or deceptive act or practice prohibited by this chapter.

* Sec. 146. AS 21.36.320(c) is amended to read:

(c) If the director determines that a person violated [ON A FINDING OF A 

VIOLATION OF] this chapter, the director shall serve upon the person charged an order 

requiring that person to cease and desist from engaging in the act or practice [STOP THE 

ACTS OR PRACTICES].

* Sec. 147. AS 21.36.320(d) is amended to read:

-114-
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H u y c k e  G e n e r a l  A g e n c y  FEb 2 b 1992

2904 Boniface Parkway 

Anchorage, Alaska 99504
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Honorable Representative Bettye Davis 
P.O. Box V
Juneau, Alaska 99811

4 lS
Re: HB 42 /̂SB 376

Dear Representative Davis:

You w ill recall I had b riefly  visited with you about these Omnibus Insurance 
b ills . I had indicated my support for these, explaining they were a result of 
generally acceptable compromises worked out by the Division of Insurance and the 
insurance industry representatives. And that the general purpose of these b ills  
is to enable :the State of Alaska Division to be accredited by the National 
Association of Insurance Commissioners.

Have f in a lly  had an opportunity to go through and digest the almost 150 pages.
I noted several discrepancies, which possibly occurred in the legal translation 
from our working drafts to what was presented to you.

The f ir s t  is on Bonds, Section 70, page 46-47. The Division had accepted my 
request to insert "or an alternative indemnity" on line 12. Existing statute 
does not. define the nature of the bond. This revision does so define a bond.
The problem is with the size of the indemnity ($200,000. for a Surplus Lines 
Broker). Few bond insurers are w illing to write this bond for smaller Surplus 
Lines Brokers.

I fa ll into this category. At least once in the past, I have had to resort to 
obtaining a Letter of Credit from a local bank as a substitute. What concerns 
me is the wording presented to you on lines 29-31; "may adopt, by regulation."
I request the word "may" be replaced by "shall." I f  I again have to resort to 
a LOC, I think the Director should have to recognize that a LOC from First 
National Bank of Anchorage is as good as, i f  not superior to a bond provided 
by some of the "admitted" insurers presently working the market.

The other concern I have is on Return Premiums, Section 143, page 114. First, 
i f  insurers generally are not paid until 45 days (after the close of the current 
accounting month), why the choice of 30 days from the policy cancellation date?
I can see instances where this would require the insurer to make a refund 
before i t  has even been paid!

Secondly, this 30 day requirement ignores requirements elsewhere in statute 
that insurers give specific cancellation notice to interested third parties.
These requirements are regardless of who is requesting cancellation. To be 
required to issue a refund before the policy is even cancelled does not make 
any sense to me.


