AL SENATE CoMmONHY" & REGIONAL “ArFAIRS



WORK DRAFT WCRK DRAFT WORK DRAFT

7-GS203I\D *

Cook
2/12/92

CS FOR SENATE BILL NO. 374 (CRA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
1 "An Act relating to investment pools for public entities; and providing for an effective

R date."

3 BE IT ENACTED BY THE LEG'SLATURE OF THE STATE OF ALASKA:

4 *Section 1. PURPOSE. The purpose of this Act is to provide a means for certain public entities to
5 secure the maximum investment return consistent with the preservation of capital and liquidity by
6 pooling money temporarily available for investment. The Act allows for the establishment of

7 (1) centralized investment through pooling of certain available money by participating
8 public entities; and

9 (2) operational and investment criteria for investment pools in order to attain the
10 maximum investment return for the public entities’ money consistent with the preservation of capital and
11 liquic. j.

12 * Sec. 2. AS 29.35 is amended by adding a new section to read:

13 Sec. 29.35.015. INVESTMENT POOLS. A municipality may invest money in
14 investment pools for public entities as authorized under AS 37.23 only if that municipality has

1 CSSB 374(CRA)
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1 obtained  theconsent of its governing body through an ordinance authorizing the participation.
2 *Sec. 3. AS37 isamended by adding a new chapter to read:

3 CHAPTER 23. INVESTMENT POOLS FOR PUBLIC ENTITIES,

4 Sec. 37.23.010. INVESTMENT POOL PARTICIPATION, (a) Subject to this chapter.
5 a public entity may enter into an agreement with other public entities to form and manage an

6 investment pool under which funds of the participating public entities are administered and

1 invested jointly. A public entity, by itself or with other public entities, may form a nonprofit

8 corporation for the purpose of managing an investment pool.

9 (b) A public entity participating in an investment pool or a nonprofit corporation formed

10 under (a) of this section may spend money reasonably necessary for the management of the pool,
11 including the employment of staff. Income from investments of the pool may be used for
12 management costs.
13 (c) The registration requirements of AS 45.55 do not apply to an investment pool formed
14 under this chapter or to participating public entities with respect to activities of the pool.
15 Sec. 37.23.020. AUTHORIZED INVESTMENTS. An investment pool may invest only
16 in securities that have a final maturity date within 13 months after the date of purchase.
17 Investments may only include
18 (1) obligations of the United States and of an agency or instrumentality of the
19 United States;
20 (2) repurchase and reverse repurchase agreements secured by the Treasury of the
21 United States and obligations of an agency or instrumentality of the United States;
22 (3) certificates of deposit, bankers acceptances, and other similar obligations of
23 a bank domiciled in the United States that has
24 (A) outstanding debt rated A or higher by at least one of the nationally
25 recognized rating services; and
26 (B) a combined capital and surplus aggregating at least $500,000,000;
27 (4) commercial paper and other short-term taxable instruments that, at the time
28 of investment, maintain the highest rating by at least two nationally recognized rating services;
29 (5) obligations of a corporation domiciled in the United States or obligations of
30 a municipality that are taxable under federal law, if the obligations are rated A or higher by at
31 least two nationally reﬁgnized rating services at the time of investment;

CSSB 374ICRA) 2
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(6) certificates of deposit that are issued by a state or federally chartered financial
institution that is a commercial or mutual bank, savings and loan association, or credit union, if
the institution’s principal office is in the state, and if the institution's accounts are insured
through the appropriate federal insuring agency of the United States, regardless of whether the
institution meets the requirements of (3) of this section;

(7) money market funds in which the securities of the fund consist of obligations
listed in this section and otherwise meet the requirements of this chapter;

(8) other cash equivalent investments with a maturity date of one year or less after
date of the investment that are of similar quality to those listed in (1) - (7) of this section, are
rated A or higher by at least one of the nationally recognized rating services, and are approved

by the public entities participating in that investment pool.
Sec. 37.23.030. COLLATERALIZATION. Investment in certificates of deposit under

AS 37.23.020(6) and the entire amount of principal and interest payable upon maturity of the
certificates must be collateralized by a combination of securities that are marked to market at
least monthly and have maturity dates that do not exceed five years. Only the following

securities may serve as collateral:
(1) obligations of the United States with a maturity date of five years or less after

the date of the pool's investment transaction, and with a market value of at least 102 percent;
(2) securities in United States agencies or instrumentalities that are actively traded,
other than mortgage pass-through securities, with a maturity date of
(A) one yearor less after the date of the pool's investment transaction, and
with a market value of at least 103 percent;
(B) of more than one year and less than five years after the date of the
pool's investment transaction, and with a market value of at least 107 percent;

(3) mortgage pass-through securities issued by the Government National Mortgage
Association with a market value of at least 120 percent;

(4) obligations of the state or its political subdivisions secured by the full faith,
credit, and taxing power of the state or its political subdivisions, rated A or higher by at least one
of the nationally recognized rating services, with a maturity date of

(A) one yearor less after the date of the pool’s investment transaction, and

with a market value of at least 102 percent;

_ -3- _ CSSB 374(CRA)
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(B) more than one and less than tive years after rhe date of the pool's

Investment transaction, and with a market value of at least 107 percent.

Sec. 37.23.040. PORTFOLIO RESTRICTIONS. The portfolio of an investment pool
under this chapter may not contain

(1) more than five percent of total investments in securities of one issuer unless
the securities are an obligation of or guaranteed hy the United States;

(2) more than 30 percent of total investments in securities of companies whose
principal business is in the same industry; or

(3) transactions in futures, options, derivative securities, or short sales.

Sec. 37.23.050. INVESTMENT MANAGEMENT. The public entities participating in
an investment pool under this chapter shall provide for management of investments in the pool
by contracting for investment management and related services with

(1) an investment adviser registered under AS 45.55.030 and under 15 U.S.C.
80b-3 (Investment Advisers Act of 1940); or

(2) a Financial institution ihat is a state or federally chartered commercial or
mutual bank, savings and loan association, or credit union, if the institution's principal office is
in the state, if the institutions's accounts are insured through the appropriate federal insuring
agency of the United States, and if the institution has trust powers under state or federal law.

Sec. 37.23.060. INVESTMENT RESPONSIBILITIES. The management and investment
of assets by investment pools shall be done with the care, skill, prudence, and diligence under
the circumstances then prevailing that an institutional investor would use in the conduct of an
enterprise of a like character and with like aims.

Sec. 37.23.070. REPORTS; DISCLOSURE STATEMENT, (a) The manager of an
investment pool shall provide to the participating public entities a monthly report on the
allocation of income of investments of the pool and describing activities of the pool. At least
annually, the manager of an investment pool shall provide a disclosure statement on the
management and operation of the pool to each public entity participating in the pool. The

disclosure statement must include a copy of the annual audit required under AS 37.23.080.

(b) A public entity participating in an investment pool that is an organization composed
of political subdivisions of the state shall promptly provide a copy of each report or statement
received under (a) of this section to its members who are participating in the investment pool.

CSSB 374(CRA) 4
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(c) The manager of an investment pool shall provide to a prospective participant in the
pool copies of monthly reports prepared under (a) of this section for the past year, and a copy
of the mos' recent disclosure statement prepared under (a) of this section.

Sec. 37.23.080. ANNUAL AUDIT. By September 30 of each year, the manager of an
investment pool shall submit to the participating public entities an audit of the pool's investments
asofJune 30 of Jiat year. The audit must be performed by a certified public accountant licensed
under AS 08.04 who is not

(1) an employee of a public entity participating in the investment pool; or
(2) a contractor or an employee of a contractor who performed investment
services for the investment pool.

Sec. 37.23.090. LIMITATION OF LIABILITY. The state and participating public
entities are not liable for any acts or omissions of an investment manager with whom the
participating entities have contracted for investment management and related services under
AS 37.23.050.

Sec. 37.23.90CI. DEFINITION. For purposes of this chapter, "public entity" means a
political subdivision of the state, including a municipality and its subdivisions, a school district,
a regional educational attendance area, or an organization composed of political subdivisions of

the state.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

5+ CSSB 374(CRA)
WOV Tsy. Undo-!trer) fDELETED TEXT BRACKETED)



9 (

FIRST COMMI

DATE: 1/29/92

Date of 5-Day Notice: 3/kmA.
(inaccordance with Uniform Rule 23)

CRA Committee considered  SB

JATE COMMITTEE REPO If ~’

TTEE OF REFERRAL

FURTHER: Finance

DATE TURNED
INTO OFFICE:

374

"An Act relating to investment pools for public entities; and providing for an effective date.”

and recommends:
[ replace with

[ ] attaches amendment(s)

[ ] adopts
[ ] further referral to the

[ ]do pass

[ ]do not pass

[ ] no recommendation
[*findividual recommendations

NEW FISCAL NOTES:
[ ]zero fiscal notes

Dept/Date

{ f same title
(CRA ) 1 new _(iﬁe
] technical

LI]

tle change
(HB only)

Letter of Intent

PREVIOUS FISCAL NOTES: Dept/Date

[ ] fiscal notes

[ ]appropriation--no fiscal note

DO PASS:
N2 .

[ ] Governor's hill with fiscal notes:
zero fiscal notes £4

fiscal notes

OTHER RECOMMENDATIONS:

/u/-- "AA>

ChairySigfrattire and Recommendation



FISCAL NOTE

STATE OF ALASKA BILLNO SB374
1992 LEGISLATIVE SESSION
W Dce 2/792 nt Affected: . Education
Aotrelan @%
gyt investent podling by pudic &n@m’a&ﬁm
; D%Bl/erKUIESUJIHIllEE SE?LAU\D s 6
B@n'l ,(]Eygmsof[b_
AN @@4 | Y% Y% FY97 Y%
RES
JOTAC N 0 0 0 0 0
CAPITAL

| RCE
Mgg cw%}/gar y ?-EWWWW) reﬂec?mHsoALcrwxcEfram?e origid

fiscal note. This fiscal note is agopropnate
elate Comte Alce (intid)

B e e
%%y@d Qﬁ%&qss'm: Date: February 7.1992

%ﬂ/ni%%awuqﬁer): Log Fin, Legdlative Soorsar, Reopestar, VBEER Gov. Lagis (e, &inpectsd Ago(ics) p o




STATE OF ALASKA
1992 L EGISLATIVE SESSION
Revision Dete:  2/6/92
Title: An act relating to investment pools for public
entities; and providing for an effective date.

Sponsor: Rules Committee

Requestor: Senator f-iaifc

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0

CAPITAL 0

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND/Unrestricted

FEDERAL FUNDS

OTHER

TOTAL 0
POSITIONS:

FULL-TUVFFi
PART-TIME
TEMPORARY

Estimate of current year impact: None

[[ANALYSIS:

Prepared by: BrianC. Aodrews””

Division:  Treasury S // 1]

Approved by Commissioner. X

Agency: Revenue

FISCAL NOTE
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Component: Treasury Management
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0
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0 0 0
0 0 0
0 0 0
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/0 Date: February 6, 1992
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SIATE OF ALASKA BILL NO. SB 374
1992 LEGISLATIVE SESSION
Revision Date: Department Affected: Community and Regional Affairs
Title: Investment pools for public entities BRU:
Component:

Sponsor:  Senate Rules by Request of Governor
Requestor (S)CRA Committee COMPONENT SERIAL NO. O 00 O

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE
FUND SOURCE:

FUNDING: (Thousands of Dollars)

GENERAL FUND 0.0 0.0 0.0 0.0 0.0 0.0
FEDERAL FUNDS
OTHER

FUND SOURCE:
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:

FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME
TEMPORARY

Estimate of current #]ear impact

ANALYSS: (Attacha separate page if recessary.) eflect NO FISCALCJ-IN\IGEfromtﬁe'&&?BI

fiscal note. This fiscalnpte is appropriate
date Comie Aide (Initiel)

Prepared By: _ Phone: 465-4708
Division: j Administrative Services Division Date:

Approved by Commissioner A s *
Agency: Department of Community and Regional Affairs Date:

D'sm'mi&(wprqaarer): Ley An, Legdative Soosar, Reguestar, OVBEER Gov. Legs Ofc., &Inpected Agpoy(ies). P 1ol
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STATE OF ALASKA C
1692 LEGISLATIVE SESSION

Revision D a le :

BILL NO. SB 374

Department Af«octed: Commerce <§ Econ. Dev.

Tnio: Investment Pools for Public Entitles rru: Banking, Securities & Corporr"
Component: .

Sponsor: Senate Pules

Requestor: COMPONENT SERIAL NO. 1

EXPENDITURES/REVENUEO: (Thousands of Dollars)

OPERATING FY 93 PY FY 03
PERSONAL SERVICES

TRAVEL
CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0. Q

CAPITAL Q 0 n
REVENUE FUND RESOURCE: | 0 0 0
FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER

FUND SOURCE:

TOTAL 0 0 0

PO8IT10NS:

FULL-TIME 0 0 0
PART-TIME
TEMPORARY

Estimate of current year Impact:

ANALYSIS (Attach a separate page If necessary.)

Prepared By:
DIvfSlon: Banking, Securities & Corporati

Approved by Commissioner: Glenn A. Olds
Agency: Department of Conmerce & Economic Development
Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov.

WFK/dgll452D-1/021392a
(Rev. 12/91)
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Position Paper

SB 374 - Investment Pools for Public Entities
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investment Pooling
for Public Entities

The Alaska Municipal League urges the legislature and the governor to approve
legislation authorizing public entitles to enter Into agreements with other public
entitles regarding the formation and operation of Investment pools under which
funds of the participating public entitles can be administered and Invested Jointly.

Governor Hickel vetoed investment pool legislation (SB 182) introduced at the request of
the Alaska Municipal League and passed by the 17th Legislature in 1991. The League
continues to support such legislation to allow formation of a pool to provide professional
investment advice and services to "public entities" for short-term, non-pension funds,
Investments in such a pool would emphasize security and liquidity while providing a good
rate of return. Investment policies and procedures would be included in the agreement
between the pool and the entity choosing to participate. The pool would utilize only
prime grade securities with short-term maturities and those with active secondary
markets. "Public entities” should include municipalities, municipal school districts, REAA'S,
and organizations composed of such entities.

Such legislation would clarify the "joint powers" statute (AS 29.35.010 (13)) to specifically
authorize such pools, give the AML the authority to establish the pool as a service
program, and assist the POOl in receiving a favorable IRS tax ruling. The AML is not
seeking the assistance of the state in operating the pool. No state funds would be
involved, and therefore there is no liability on the state. This is an example of how
municipalities and school districts can work together to assist themselves and reduce

their dependence on the state.

Local government investment pools exist in over 28 states. Some are operated by the
state treasury and some are independent of the state. In November 1989, the AML
membership, representing 125 municipalities, passed a resolution asking the AML Board
of Directors to investigate the feasibility of srtnunicipal investment pool. After a great deal
of research and expense, the AML 1) determined the feasibility of such a pool and
decided to proceed with the formation of a pool, 2) introduced legislation to clarify the
League’s authority to form and operate a pool, and 3) after sending out a request for
proposals, selected a professional investment management firm and financial institution
to assist the Lea?ue with the formation and operation of the pool. Unfortunately, even
thou?h the legislation was approved by the legislature, Governor Hickel vetoed the
legislation, delaying the implementation of the League pool.

The AML is waiting for the passage of legislation to establish a pool to provide investment
services to public entities to protect and make the most of public funds.

Member of the National League of Cities and the National Association of Counties
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( FISCAL NOTE (

STATE OF ALASKA BILL NO. SB 374
1992 LEGISLATIVE SESSION

Revision Date: Department Affected: Community and Regional Affairs

Title: investment pools for public entities BRU: _
Component:

Sponsor: Senate Rules by Request of Governor
Requestor: (S) CRA Committee COMPONENT SERIAL NO. 0O 00 O

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 90

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE
FUND SOURCE:

FUNDING: (Thousands of Dollars)

GENERAL FUND 0.0 0.0 0.0 0.0
FEDERAL FUNDS
OTHER

FUND SOURCE:
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

0.0 0.0

POSITIONS:
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0

PART-TIME
TEMPORARY

Estimate of current year impact No impact

Prepared By: Phone: 465-4708
Division: Administrative Services Division Date: J} 11E><?

Approver! by Commissioner: N

Agency: Department of Community and Regional Affairs Date:

Dstrihﬂgl(wpremrer): Ley An, Legslaive Sporsar, Reguestar, OVBEBR Gov. Legs Oft, &Inpected Agnoy(ies).
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STATE OF ALASKA
1992 LEGISLATIVE SESSION
Revision Dete:  2/6/92
Title: An act relating to investment pools for public
entities; and providing for an effective date.

Sponsor: Rnies Committee

Requestor: Senator Frank

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL 0

REVENUE

FUNDING: (Thousands of Dollars)

I GENERAL FUND/Unrestiicted
FEDERAL FUNDS__
OTHER
TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact: None

ANALYSIS:

Prepared by: Brian C. Andrews”~3"/

Division:  Treasury - N // 1l
Approved by Commissioner / /
Apcy.  Revenue

FISCAL NOTE

FY 94

HILL NO SB 374

Department Affected: Revenue
BRU: Operations
Component: Treasury Management

Component Serial No.

Phone:  465-2350
Date: February 6. 1992

Distribution (by preparer):  Legislative Finance, Legislative Sponsor, Requestar, OVB, & Inacted Agency(ies).

Rev 12091
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Revision D ata:

Tide:  An act relating to Investment
poo/\/\
Sponaor.

Governor

Raquostor:

EXPENDITURES/REVENUES: (Thousands of Doflws)

Off*ERATING FY 93
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0

CAPITAL

REVENUE
FUND SOURCE:

FUNDING: (Thousands of Dobra)

GENERAL FUND
FEDERAL FUNDS

OTHER
FUND SOURCE:

TOTAL
POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current y®«r impact:_

ANALYSIS: (Attach a separate page if necessary.)

See Attached

Mike_Maher

Prepared By:
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c Version:
(S Publish Date: 4 -
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3.
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’)_ A

Componant: ~ Commissioner* s Office
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465-2800
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Division: Commissioner®"s Offirp_

Approved by Commissioner:

Agency: Education
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The Department feels strongly that the Commissioner of Education isnot the appropriate entity to
determine whedicr a particular REAA should or should not be al lowed to participate inan investment
pool. The Department lacks the resources and expertise to determine the financial health of REAAS.

This fiscal note was developed under the assumption dial the Commissioner would not fulfill that function
therefore no fiscal impact is indicated. However, should this responsibility be undertaken itwould require
an Accountant and an Auditor.
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STATE OF ALASKA
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Revision Dale:

Titio; Investment Pools for Public Entitles

Sponsor: Senate Rules

Requestor:

EXPENDITURES/REVENUES: (Thousand* of Dollars)

OPERATING FY 63
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING . .0

CAPITAL
REVENUE FUND RESOURCE: 0
FUNDING: (Thousand* of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

FUND SOURCE:

TOTAL 0

POSITIONS:

FULL-TIME 0
PART-TIME
TEMPORARY

Estimate of current year Impact:

ANALYSIS (Attach a soparate page If necessary.)

Willis F. Kirkpatrick,

Prepared By-
Securities

Glenn A. Olds

Division: Banking,

Approved by Commissioner:

AgenCy;

Distribution (by preparer): Leg. Rn., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legls.
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Investment Pooling
for Public Entities

The Alaska Municipal League urges the legislature and the governor to approve
legislation authorizing public entitles to enter Into agreements with other public
entitles regarding the formation and operation of Investment pools under which
funds of the participating public entitles can be administered and Invested Jointly.

Governor Hickel vetoed investment pool legislation §SB 182) introduced at the request of
the Alaska Municipal League and passed by the 17th Legislature in 1991. The League
continues to support such legislation to allow formation of a pool to provide professional
investment advice and services to "public entities" for short-term, non-pension funds.
Investments insuch a pool would emphasize security and liquidity while providing a good
rate of return. Investment policies and procedures would be included in the agreement
between the pool and the entity choosing to participate. The pool would utilize only
prime grade securities with short-term maturities and those with active secondary
markets. "Public entities" should include municipalities, municipal school districts, REAA's,

and organizations composed of such entities.

Such legislation would clarify the "joint powers" statute (AS 29.35.010 (13)) to specifically
authorize such pools, give the AML the authority tc establish the pool as a service
program, and assist the Pool in receiving a favorable IRS tax ruling. The AML is not
seeking the assistance of the state in operating the pool. No state funds would be
involved, and therefore there is no liability on the state. This is an example of how
municipalities and school districts can work together to assist themselves anc' reduce

their dependence on the state.

Local government investment pools exist in over 28 states. Some are operated by the
state treasury and some are Independent of the state. In November 1989, the AML
membership, representing 125 municipalities, passed a resolution asking the AML Board
of Directors to investigate the feasibility of a municipal investment pool. After a great deal
of research and expense, the AML 1) determined the feasibility £& such a pool and
decided to proceed with the formation of a pool, 2) introduced legislation to clarify the
League’s authority to form and operate a pool, and 3) after sending out a request for
proposals, selected a professional investment management firm and financial institution
to assist the Le_a?ue with the formation and operation of the pool. Unfortunately, even
thou?h the legisiation was approved by the legislature, Governor Hickel vetoed the
legislation, delaying the impIemg(ntation of the League pool.

The AML is waiting for the passage of legislation to establish a pool to provide investment
services to public entities to protect and make the most of public funds.

Member of the National League of Cities and the National Association of Counties
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June 18/ 1991

The Honorable Richard Eliason
President of the Senate

P.O. Box V

Juneau, AK 99811

Dear President Eliason:

Under art. 1Il1, sec. 15 of the Alaska Constitution, | have vetoed
Committee Substitute for Senate Bill No. 102 (FIN), which would
allow public entities within the state to form iInvestment pools.
The public entities may also form a nonprofit corporation to
operate an investment pool.

I believe the concept of an investment pool has merit. Rural and
urban communities and other public entities of this state could
achieve fTinancial benefit by pooling their money for increased
investment earnings. However, this bill exposes those same
entities and the state i1tself to undue risk of financial loss.

The bill does not include specific i1nvestment objectives and
guidelines. It uses the term "prudent investor rule,” but this
term i1s only a guideline and has interpretive application. For
example, 1t was pointed out in the April 1991 issue of Governing
that "in the modern history of governmental investing, hundreds
of millions of public dollars have been lost on long-term U.S.
Treasury Bonds that were bought with short-term money."™ The
article points out that this resulted from not having an
investment policy that imposes maturities or other restrictions
on investments. That same article discusses the millions of
dollars that have been lost by U.S. cities due to improper
collateralization procedures. The State of Oregon i1s one of 28
states which provides for® investment pools, however, Oregon has
several pages of statutes governing the operation of its
investment pool.

The question of liability is also of concern. Neither this bill
nor AS 10.20 adequately addresses the liability of a nonprofit
corporation formed under this bill. Regional Education



The Honorable Richard Eliason -2 -

Attendance Areas (REAA) would be included in the definition of a
public entity and may participate in a pool. REAA"s are not
separate legal entities from the state which raises particular
concerns as to the ultimate liability of the state for REAA
participants in investment pools. Furthermore, the state
contributes substantially to the cost of education throughout the
state and contributes to other public entities in the form of
revenue sharing, municipal assistance, and grants. The state may
be accepting additional liability If i1t statutorily provides for
investment pools without setting forth specific Investment
objectives and guidelines to help minimize the risk of loss.

This bill does not allow the state to participate in a pool
either as a participant or as a manager. Out of 28 states that
provide for investment pools, 24 are state operated. The
Commissioner of Revenue estimates that the Department of Revenue,
Treasury Division could operate an investment pool for under 20
bacis points, which i1s 1/5 of 1%. Treasury has all required
procedures in place to operate a relatively risk-free low cost
investment pool for the benefit of Alaska’s public entities.

Because i1nvestment pooling has merit, Department of Revenue will
work i1n the months ahead on legislation which provides for
investment pools, taking iInto consideration the points discussed
above.



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

P.O. Box Y, Juneau,Alaska 99811 Deliveries to: 240 Main Street

(907) 465-3867 or 465-2450 Court Plaza, Room 500
FAX (907) 465-2029 M ail Stop 3101
MEMORANDUM March 22, 1991
SUBJECT: Investment Pools for Public Entities (CSSB 182(CRA))
T0; Senator Arliss Sturgulewski
FROM: Tamara Brandt Cook
Director y

CSSB 182(CRA) Permﬂs municipalities and school districts to form investment pools
under which the funds of the public entities are administered and invested jo_m_tly.
You have asked what the implications are regarding the state’s financial responsibility
in the event that an investment nool suffers finanCial losses.

As a matter of law, losses experienced by an investment pool would not create any
particular liability on the part of the state. However, as a practical matter the state
Is hardly likely to stand by and allow a mupicipality to sink'into, financial ruin. With
respect’ to. school districts, of course, there exists the_additional, constitutional
responsibility to maintain a system of public education. These considerations exist
completely aside from the question of an investment pool, although, to the extent that
the investment pool provides an opportunity for larger losses simply because a pool
will involve larger amounts of moneyé, | suppose, the"cause for concérn may increase.
This would have to be looked into oy someone with financial expertise.

Note, however, that with inspect to municipalities CSSB 182(CRA) may not
substantially change existing law.  AS 29.35.010(13) aIre_adY grants every municipality
the authority " .°.. to énter into an agreement, inC udm_g an agreement for
cooperative or joint administration. ol any function or power with a mumc_lFahty, the
state, or the United States. .." Since It is quite possible that municipalities co;*d
form_investment pools ng_ht now under this provision of law, it is hard to ar%ue that
CSSB.182(CRA) substaniially changes the state’s potential responsibility in situations
Involving investment losses of municipal funds.

TBCr%c
91-165.91c
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January 29, 1992 1917
INTRODUCTION AND REFERENCE OF OENATE BILLS

SB 373
SENATE BILL NO. 373 by Senators Duncan, Zharoff, entitled:

"An Act establishing a loan guarantee and interest
rate subsidy program for assistive technology."”

was read the first tine and referred to the Health,
eEducation and Social Services Comnittee and the Finance

Committee.

SB 374

SENATE BILL NO. 374 by the Senate Rules Committee by request
of the Governor, entitled:

"An Act relating to investnent pools for public
entities; and providing for an effective date."

was read the first tima and referred to the Community and
Regional Affairs Committee and the Finance Committee.

Zero fiscal note published today from Department of
Education.

Governor®"s transmittal letter dated January 29:

Dear President Eliason:

Under authority of art. i, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to
investment pools for public entities.

Section 2 of the bill amends AS 14.08.101 by allowing a
regional educational attendance area (REAA) to participate
in an investment pool, but only if approved by the

commissioner of education. This will provide state
oversight of an REAA"s desire to participate in an
investment pool. I believe such oversight is necessary

because of the potential state liability problems associated
with REAA"s (which do not enjoy a distinct legal existence
separate from the state). However, because only temporarily
available surplus <cash is allowed to be invested in an
investment pool, the commissioner of education can determine
whether a particular REAA is financially healthy and should
be allowed to participate.

Section 3 of the bill amends AS 29 by requiring a
municipality™s governing body to consent to the municipality
participating in an investment pool established under AS

37.27 before it way join.



8BNATE JOURNAL
1910 January 29, 1992

SB 374 cont"d

Soctlon 4 of the bill add* a n*w ci .pter on investment pool*
for public entities to AS 37. Speoiflc investment criteria,
objectives and guidelines, audit requirements, and
diaalosura policies to be followed by participants in an
investment pool are set out in this soctlon. Additionally,
investment portfolio restrictions are established.

The bill provides that public entities participating in an
investment pool may form nonprofit <corporations for the
purpose of overseeing the management of a pool. A nonprofit
corporation and the participants in a pool are given
explicit authority to spend money reasonably necessary for
the management of the pool, including the hiring of
necessary employees. However, the nonprofit corporation may
not provide direct investment services. Instead, all
investment pools (whether managed by nonprofit corporations
or not) must provide for investment management and related
services by contracting with one of the following: (1) an
investment advisor registered under the Investment Advisors
Act of 1940 (15 U.S.C. 80b-1 - 80b-2)? (2) the state
Department of Revenue? or (3 an Alaska financial
institution having trust powers. Investment managers are
subject to the prudent-expert rule in performance of
investment management and related services.

Finally, the bill defines those public entities allowed to
participate in an investment pool as including all classes
of municipalities and their subdivisions, school districts,
REAA®"s (with the approval of the commissioner of education),
organisations composed of political subdivisions (such as
the Alaska Municipal Leagug)-.- Villages and nonprofit
community corporations are excluded as public entities for
the purposes of this bill.

I urge your Bupport of thip bill. Investment pools for
public entities have been highly successful in other states
that allow such investments. By allowing our public
entities to invest jointly in investment pools,it 1is my
hope that theseentities will realise maximum investment
returns with preservation of capital and liquidity and,
eventually, help alleviate the growing Jlocal government
burden on decreasing state revenue.

Sincerely,

L J
/»/
Walter J, Hickel
Governor

SB 37*

SENATE. BILL NO. 375 by Senators. Hojffman, Rodey, entitled:
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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(007) 465:5367 ar 465-5480 e ourt Plata, Boom 500
FAX (907) 465-2029 M ail Stop 3101
MEMORANDUM March 22, 1991
SUBJECT: Investment Pools for Public Entities (CSSB 182(CRA))
T0: Senator Arliss Sturgulewski
FROM: Tamara Brandt Cook
Director

CSSB 182(CRA) Permns municipalities and school districts to form investment pools
under which the funds of the public entities are administered and jnvested jo,|n,tl¥.
You have asked what the implications are regarding the state's financial responsibility
In the event that an investment pool suffers finanCial losses.

As a matter of |aw, losses expenenced by an investment pool would not create any
particular liability on the part of the state. However, as a practical matter the statg
Is hardly likely td stand by and allow a municipality to sink'into_ financial ruin. With
respect” to school districts, of course, there exists the additional constitutional
responsibility to maintain a system of public education, These considerations exist
completely dside from the question of an investment pool, although, to the extent that
the investment pool provides an opportunity for larger losses simply because a pool
will involve larger amounts of monei/), | suppose, the cause for concérn may increase.
This would have to be looked into by someone with financial expertise.

Note, however, that with respect to municipalities CSSB 182(CRA) may not
substantially change existing law. AS 29.35.010(13) aIre_adY grants every municipality
the authority ",”. . to Enter into an agreement, inc udln_% an agreement for
cooperative 0r joint administration of any function or power with a mu_mc;P_allty, the
state, or the United States. .." Since It is quite possible that municipalities could
form_investment pools ng%ht now under this provision of law, it is hard to argue that
CSSB.182(CRA) substaritially changes the state’s potential responsibility in situations

involving investment losses of municipal funds.

TBC:qc
91-161 'c
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SENATE  JOURNAL
January 29, 1992 1917

INTRODUCTION AND REFERENCE OF SENATE BILLS

SB 373

SENATE BILL NO. 373 by Sanatoro Duncan, Zharoff, entitled:

"An Act establishing a loan guarantee and interest
rate subsidy progran for assistive technology."

was read the first tima and referred to the Health,
eEducation and Social Services Committee and the Finance

Committee.

SB 374

SENATE BILL NO. 374 by the Senate Rules Committee by request
of the Governor, entitled:

"An Act relating to investment pools for public
entities; and providing for an effective date."

was read the first time and referred to the Community and
Regional Affairs Committee and the Finance Committee.

Zero fiscal note published today from Department of
Education.

Governor®"s transmittal letter dated January 29:
Dear President Eliason:

Under authority of art. i, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to
investment pools for public entities.

Section 2 of the bill amends AS 14.08.101 by allowing a
regional educational attendance area (REAA) to participate
in an investment pool, but only if approved by the

commissioner of education. This will provide state
oversight of an REAA"s desire to participate in an
investment pool. I believe such oversight is necessary

because of the potential state liability problems associated
with REAA"s (which do not enjoy a distinct legal existence
separate from the state). However, because only temporarily
available surplus <cash is allowed to be invested in an
investment pool, the commissioner of education can determine
whether a particular REAA is financially healthy and should
be allowed to participats.

Section 3 of the bill amends AS 29 by requiring a
municipality"s governing body to consent to the municipality
participating in an investment pool established wunder AS

37.27 before it may join.
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8B 374 cont"d

Soctlon 4 of tho bill adds a now chapter on investment poola
for public ontitioo to AS 37. Spocific investment criteria,

objective** and guidelines, audit requirements, and
disclosure policies to be fclloved by participants in an
investment pool are net out in this section. Additionally,

investment portfolio restrictions are established.

The bill provides that public entities participating in an
investment pool may form nonprofit corporations for the
purpose of overseeing tho management of a pool. A nonprofit
corporation and the participants in a pool are given
explicit authority to spend money reasonably necessary for
the management of the pool, including the hiring of
necessary employees. However, the nonprofit corporation may
not provide direct investment services. Instead, all
investment pools (whether managed by nonprofit corporations
or not) must provide for investment management and related
services by contracting with one of the following; Q) an
investment advisor registered under the Investment Advisors
Act of 1940 (15 U.S.C. 80b-1 - 80b-2); (2) the state
Department of Revenue; or (3) an Alaska financial
institution having trust powers. Investment managers are
subject to the prudent-expert rule in performance of
investment management and related services.

Finally, the bill defines those public entities allowed to
participate in an investment pool as including all classes
of municipalities and their subdivisions, school districts,
reaa’s (with the approval of the commissioner of education),
organizations composed of political subdivisions (such as
the Alaska Municipal Leagug). Villages and nonprofit
community corporation are excluded as public entities for
the purposes of this bill.

I urge your support of this bill. Investment pools for
public entities have been highly successful in other states
that allow such investments. By allowing our public
entities to invest jointly in investment pools,it is my
hope that theseentities will realize maximum, investment
returns with preservation of oapital and Lliquidity and,
eventually, help alleviate the growing Jlocal government
burden on decreasing state revenue.

Sincerely,

/n/ )
Walter J, Hickel

Governor

SB 37«
senate BILL NO. 375 by Senators. Hoffman, Rodey, entitled;
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CRA Committee considered SB 402

"An Act relating to the use of the housing assistance loan fund; and providing for an effective date.
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STATE OF ALASKA

FISCAL NOTE

1992 LEGISLATIVE SESSION

Revision Date:
Title:

Sponsor:  Senator Schultz

"An Act relating to tlie use of the housing
assistance loan fund; and providing for an effective date."

Requestor: (S) C&RA

EXPENDITURES/REVENUES:

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE
FUND SOURCE:

FUNDING:

GENERAL FUND
FEDERAL FUNDS
OTHER
FUND SOURCE:
TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

(Thousands of Dollars)

(Thousands of Dollars)

FY 93 FY 94
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0

Estimate of current year impact:

ANALYSS: (Attach a separate page if necessary.)

Prepared By: b ill07?

Division:

Approved by Commissioner:
Agency:

Distribution (by preperer): Leg Fn, Legislative Sponsar, Reopestar, OVBEER Qov. Lags O, &Inpected Agoy(ies).

Rvi10/7/01

M r / M .n

A =T &
Department of Community and Regional Affairs

Department Affected:

BRU:

BILL NO. SB 402

Community and Regional Affairs

Component:

COMPONENT SERIAL NO.

FY 95

0.0

0.0

0.0

0.0

Administrative Services Division

FY 96 FY 97 FY 98
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
Changes in HO& (CR.A)
reflect NO HISCAL CHANGE from the arigirl
fiscal note. This fiscal note is appropriate.
» H -, ..
e Comte Ak (i)
Phone: 465-4708
Date:
Date:
Pagel of 1
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CS FOR SENATE BILL NO. 402 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): SENATOR SHULTZ

A BILL
FOR AN ACT ENTITLED
1 "An Act relating to rural housing loans by regional housing authorities; relating to the
2 use of the housing assistance loan fund; and providing for an effective date."

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

4 * Section L AS 1855.997(b) is amended to read:

5 (b) In this section,

6 (1) "development" means the construction of a new residence or the repair,
1 remodeling, rehabilitation, or expansion of an existing home;

8 (1) "rural" has the meaning given >n AS 44.47.560 [MEANS

9 (A) A COMMUNITY IN THE SECOND, THIRD, OR FOURTH

10 JUDICIAL DISTRICT OF THE STATE WITH A POPULATION OF 4500 ORLESS
11 THAT IS NOT CONNECTED BY ROAD OR RAIL TOANCHORAGE OR
12 FAIRBANKS; OR
13 (B) A COMMUNITY IN THE FIRS/t*UDICIAL DISTRICT OF THE
14 STATE WITH A POPULATION OF 4,500 OR LESS].

-1- CSSB 402( )

New > .l Undrrlinnd DELETED TEXT BRACKETED I
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* Sec. 2. AS 44.47.560(3) is amended to read:

(3) "housing" means owner-occupied, single-family housing and owner-occupied
duplexes in which not more Ilian 25 percent 0" the gross floor area is or will he devoted to
commercial use;

* Sec. 3. AS 44.47.560(5) is amended to read:

(5) "rural" means
(A)J acommunity [IN THE SECOND, THIRD, OR FOURTH JUDICIAL

DISTRICT OF THE STATE] with a population of 5500 [4,500] or less that isnot
connected by road or rail to Anchorage or Fairbanks, or with a population 0f1,500 or
less that is connected by road or rail to Anchorage or Fairbanks [; OR
(B) A COMMUNITY IN THE FIRST JUDICIAL DISTRICT OF THE
STATE WITH A POPULATION OF 4,500 OR LESS];
* Sec. 4. This Act takes effect July 1, 1992,

CSSB 402( ) 2
Trxt rendffrUrrd [DELETED TEXT BRACKETED]



WALTER J. HICKEL, GOVERNOR

G ISO THIHU STHEET
JUNEAU, ALASKA 09001 1201

DEFL OP COMMUNITY « REGIONAL AFFAIRS WIONE: - (007) 4614100
G O'iyf,onnlavenue,suitewo

OFFICE OF THE COMMISSIONER PHONE. (907) 563 1073

February 21, 1992

POSITION PAPER

RE: SB 402

SPONSOR: Senator Schultz

Program Effects of Bill:

SB 402 amends present law to permit the Department to make
loans from the housing assistance loan fund to owner-occupied,
single fTamily housing and owner-occupied duplexes iIn which not
more than 25 percent of the gross floor area 1is or will be
devoted to commercial use. Heretofore, there was no provision
in the statutes governing the loan fund to allow any commercial
use In housing financed by the loan fund.

The bill also raises the cap on the size of rural community
that may be served by the housing assistance loan fund from
4500 to 5500. Please note: an apparent typographical error on
page 2, line 1. The amendment was intended to read 5500, not
5000. A new provision found in lines 12 and 13, on page 1,
allows the Department to serve communities with a population of
1500 or less that are connected to Fairbanks or Anchorage by

road or rail.

Comments:

The Department supports the changes proposed iIn SB 402
(including correction of the typographical error on page 2).
The proposed bill will enlarge the geographic area within which
the Department can make loans; 11t will ensure that larger
remote communities such as Nome and Bethel can continue to be
served; and It recognizes the importance in a rural context of
allowing a limited portion of a home to be used for commercial
activities since that may be the only way space for commercial

activities can be provided.

Edgar BlatchLord, Commissioner

2-PILH



Alaska State Legislature

P.0. Bov V
Slate Capitol

Official Business Juneau, Alaska 99811

SUMMARY OF WORK DRAFT
FOR PROPOSED CSSB 402 ( )

Section 1: Amends the definition of rural in the residential
loan section found under the articles of the Regional Native Housing
Authorities in Title 18 Housing, Urban Renewal and Regional Housing
Authorities.  This amendment conforms the definition of rural to the
definition found in section 3 of the work draft.

Section 2: Amends definition of "housing” to allow the use of
not more than 25% of the gross floor area (of a H.A.D. financed
dwelling) as part of a commercial enterprise.

Section 3: Amends the definition of rural.  This definition
places restrictions on the communities in which loans for
nonconforming housing can be made.  This revision changes the
population limit from 4,500 to 5,500 in those areas not connected by
road or rail to Anchorage or Fairbanks.  For those communities
connected to either Anchorage or Fairbanks by road or rail, a
population cap of 1,500 is established.

Section 4: Effective date of July 1, 1992,

This work draft is identical to CS HB 431 (CRA), reported 7DP out of
the House Community and Regional Affairs committee.



GENERAL INFORMATION REGARDING HOUSING LEGISLATION

The two major changes proposed in this legislation are designed to
enhance the ability of the program to serve the needs of the Rural
parts of the state and make financing available in areas that are not
adequately served by existing financial institutions.

1.) In-home business opportunity This legislation adds a provision
to the existing law that allows 25% of a home, that the program
makes a loan on, to be used for an in-home husiness. Basically most
small business in Rural Alaska first starts in the home as a family
operation. The businesses range from native handcrafts to family
riverboat tours.

Typically the business starts in the home then, if it is successful
and there is a large enough demand for the service or products
produced, the business expands to its own building and site.

Cottage industry in Rural Alaska is a very significant part of Rural
economies in particular during the off season when there is no
fishing and food gathering going on in the community.

The primary purpose of the Housing Loan program is to make

resources available for housing in Rural Alaska. This being the case,
the use of 25% of the home for commercial purposesis secondary

under this program. This is the reason that 25% was  selected as a
reasonable portion of the home to be used for this purpose. The

intent is not for an individual to apply for a housing loan andturn it

into a store with a single bedroom.

In addition the Department of Community and Regional Affairs has
other programs that can assist with the business aspects of the in-
home business itself. These programs could be used together in
concert with the end result being warm and healthy living conditions
and an enhancement of local economic development opportunities.

This amendment is not designed to misdirect the intent of the
Housing loan program, this amendment is designed to enhance the
lives of Rural people and the status of local economies.



2.) Rural Definition- This amendment expands the definition of
"Rural" to allow the program to serve additional areas of the state
that presently do not have financing available to them from
traditional financial institutions. This amendment allows the
program to serve the communities that meet the following new
criteria:

A.) Communities on the Alaksan Highway or rail System that have
populations of 1500 or less and are in the 2nd, Jrd, or 4th judicial
district,

B.) Communities with a population of 5500 or less that are not
connected by road or rail to Fairbanks or Anchorage and are in the
2nd, 3rd, or 4th judicial district.

C.) Communities in the first judicial district with a population of
5000 or less.

This change is being proposed because of the lack of available
financing in these areas. Traditional financial institutions (banks)
are not interested in financing homes in Rural Alaska because they
do not want to have the burden of monitoring and managing these
loans.  Furthermore most banks in Alaska have committed their loan
proceeds in urban areas and in costal areas that are already
developed and do not have much interest in serving other parts of the
state. — -
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££>tate Hegtsflature

SENATOR DICK SHULTZ PO, Box V.

J%és' il

MEMORANDUM
TO: SENATOR FRANK
FROM: SENATOR SHULTI~JSrb
DATE: FEBRUARY 19, 1992

RE: SB 402

B R R R e e B R R e R e AR A R R e R E R R R R

Senate bill 402 which I have introduced has been referred to
your committee. The bill seeks to amend the definition of
rural as it applies to eligibility for housing loans.
Presently persons iIn my district have to compete with

urban residents for housing money. With the changes in this
bill my constituents would be considered rural and would draw
from the same pool of money as residents from other rural
areas of the state.

I would sincerely appreciate a hearing on this bill at your
earliest possible convenience.

Thank you.






House of Representatives

While in Session:

Alaska Ilouse of Representatives
State Capitol

Juneau, AK 99801-1182
(907)465-4942

P.0. Box 47001
Pedro Bay, Alaska 99647
(907)850-2208

Interim Office: 561-6154

Member
Finance Comittee

Finance
Subcommittee Chair;

courts _
Department of Public Safety

Finance
Subcommittee Member:
Department of Fish and Came

Rep. George Jacko, Jr.

MEMORANDUM
TO; Senator i 'e Frank, Chairman
Senate Community and Regional Affairs Committee
FROM: Representative 3 Jacko, Jr.
DATE: April 24, 1992
SUBJECT: Scheduling Senate Bill 471

| respectfully request your consideration for scheduling Senate Bill 471, a
water, sewer, and health care facility general obligation bond bill,

Thank you for your consideration.

Attachment
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INTRODUCTION OF BILLS (Senate)

Water, Sewer, Waste Disposal
and Health Care Facility Projects
(bond issue to pay for)

SENATE BILL NO. 471. by the SENATE RULES COMMITTEE. Provides for the issuance of
general obligation bonds in the amount of $314,185,454 to pay for the cost of water, sewer, waste
disposal, and health care facility capital projects. If the bond issue isapproved by the voters,
the following amounts will be appropriated:

— $80,181,989 to the Department of Environmental Conservation tobe allocated among 116
projects in cities and unincorporated communities statewide to enhance village safe water
(projects and amounts listed);

— $61,646,215 to the Department of Environmental Conservation tocarry out capital projects in
27 municipalities, contingent on the municipality contributing an equal amount (projects and
amounts listed);

— $30,221,050 to the Department of Health and Social Services to be allocated among 47
hospital and health clinic construction projects statewide (projects and amounts listed);

— $90,997,700 to the Department of Administration to be allocated for payment as grants to 23
cities for various construction projects statewide (projects and amounts listed);

— $15,000,000 to the Department of Administration for payment as grants to four health care
facilities for construction of health care facilities (projects and amounts listed);

— $14,700,000 to the Department of Health and Social Services for payment as a grant to the
Kodiak Island Borough Hospital and Intermediate Care Facility for construction of the
facility, contingent on the Kodiak Island Borough appropriating at least $4,900,000 for the
construction. The borough can make an inkind contribution to satisfy up to five percent of the
requirement.

— $5,300,000 to the Department of Health and Social Services for payment as a grant to the
Seward General Hospital for renovation and construction of the hospital, contingent on the City
of Seward appropriating at least $1,800,000 for the renovation and construction. The city can
make an inkind contribution to satisfy up to five percent of the requirement.

— $15,800,000 to the Department of Health and Social Services for payment as a grant to the
Ketchikan General Hospital for renovation and construction of the hospital, contingent on the
City of Ketchikan appropriating at least $5,300,000 for the renovation and construction. The
city can make an in kind contribution to satisfy up to five percent of the requirement.

The question of whether the bonds authorized by this Act will be issued will be put before the
voters at the next general election. Ifenacted, the bill becomes law the day after it is signed by
the Governor.

Introduced April 14,1992 and referred to the Senate Community and Regional Affairs
Committee, and to Senate Finance.
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MEMORANDUM
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Finance
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B(e)HarStment of Public Safety
Finance
Subcommittee Member. _
Department of Fish and (Janie

Senate Community and Regional Affairs Committee

3 Jacko, Jr.

T0:

FROM: Representative
DATE: April 24, 1992
SUBJECT:

Scheduling Senate Bill 471

| respectfully request your consideration for scheduling Senate Bill 471, a
water, sewer, and health care facility general obligation bond bill.

Thank you for your consideration.

Attachment
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INTRODUCTION OF Bnj.fi (Senate)

Water, Sewer, Waste Disposal
ad. liealtit.Gaile Tecillity Pip, jests
(bond issue topay for)

SENATE DILL NO. 471. by tho SENATE RULES COMMITTEE. Provides for the issuance of
general obligation bonds in the amount of $314,185,454 to pay for the cost of water, sewer, waste
disposal, and health care facility capital projects. If the bond issue isapproved by the voters,
the following amounts will be appropriated:

— $80,181,989 to the Department of Environmental Conservation to be allocated among 116
projects in cities and unincorpoiatcd communities statewide to enhance village safe water
(projects and amounts listed);

— $61,646,215 to the Department of Environmental Conservation to carry out capital projects in
27 municipalities, contingent on tle municipality contributing an equal amount (projects and
amounts listed);

— $39,221,050 to the Department of Health and Social Services to be allocated among 47
hospital and health clinic construction projects statewide (projects and amounts listed);

— $90,997,700 to the Department of Administration to be allocated for payment as grants to 23
cities for various construction projects statewide (projects and amounts listed);

— $15,000,000 to the Department of Administration for payment as grants to four health care
facilities for construction of health care facilities (projects and amounts listed);

— $14,700,000 to the Department of Health and Social Services for payment as a grant to the
Kodiak Island Borough Hospital and Intermediate Care Facility for construction of the
facility, contingent on the Kodiak Island Borough appropriating at least $4,900,000 for the
construction. The borough can make an inkind contribution to satisfy up to five percent of the
requirement.

— $5,300,000 to the Department of Health and Social Services for payment as a grant to the
Seward General Hospital for renovation and construction of the hospih contingent on the City
of Seward appropriating at least $1,800,000 for the renovation and construction. The city can
make an inkind contribution to satisfy up to five percent of the requirement.

— $15,800,000 to the Department of Health and Social Services for payment as a grant to the
Ketchikan General Hospital for renovation and construction of the hospital, contingent on the
City of Ketchikan appropriating at least $5,300,000 for the renovation and construction. The
citycan make an inkind contribution to satisfy up to five percent of the requirement.

The question of whether the bonds authorized by this Act will be issued will be put before the
voters at the next general election. Ifenacted, the bill becomes law the day after it is signed by
the Governor.

Introduced April 14,1992 and referred to the Senate Community and Regional Affairs
Committee, and to Senate Finance.
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ALASKA STATE LEGISLATURE SENATE

SENATOR RICHARD LALIASN
PRESIDENT OF THE SENATE PO BOX M|
LADOn 4 COMMERCE COMMITTEE SITKA ALASKA 99835
RESOURCES COMMITTEE PO BOXV
RULES COMMITTEE JUNEAU, ALASKA 99811
1907)468-4916
CHAIRMAN. SPECIAL COMMITTEE ON
DOMESTIC & INTERNATIONAL
COMMERCIAL FISHERIES FAX (907) 468 4928
TO: Sen. Steve Frank, Chairman

Senate Community and Regional Affairs Committee
FROM: Sen. Dick Eliason

y I

RE: Request for hearing on SCR 23, supporting the
Yakutat Borough Incorporation Petition

DATE: April 17, 1981

| would like to request that SCR 23, supporting the petition of Yakutat for
borough incorporation be scheduled for a hearing before the Senate
Community and Regional Affairs Committee. If the committee schedule
permits, | hope that you will give consideration to putting it on the

schedule next week.

Thank you for your consideration. «



STEVE COWPER, GOVERNOR
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lU<:rT. OP COMMUNITY & BIHOIONAU AWATIKS
OFFICE OF THE COMMISSIONER

9OE BHABLE, UIME4AD
April 23, 1991 %%m
POSITION PAPER
RE: Senate Concurrent Resolution 23
SPONSOR:  Senator Eliason
Program Effects of Resolution If adopted, the current

resolution would express the wish of both houses that: 1) DCRA
act quickly in reviewing the petition for incorporation of the
Yakutat Borough, and 2) the Local Boundary Commission (LBC)
expedite consideration of the proposal,

Comments
DCRA ACTION TO DATE

DCRA is aware of the petitioners” desire for expeditious
consideration of their petition. The record clearly
demonstrates that DCRA is attempting to accommodate this
desire, while carrying out its duties in a responsible fashion.

The fTollowing i1s a summary of the principal activities to date:

1.1/26/90 In anticipation of the Yakutat petition, DCRA
requested AG"s  opinion on key legal issues
concerning the regulatory standards for borough
formation.

12/26/90 Current petition for incorporation of the Yakutat
Borough submitted to the Department.

01/07/91 Preliminary review of petition discloses
insufficient signatures; petitioners advised.

01/11/91 Petitioners submit additional require”™ signatures.

4
01/16/91 DCRA formally notifies petitioners that form and
content of the petition are in substantial
compliance with state law? DCRA arranged to have
notice of the Tiling of the petition published; DCRA
mailed individual notice to more than 150
potentially interested parties; March 12 established
as deadline for comments.

21-°1LH
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02/15 /91 AG"s Office advises DCRA that regulatory standards
are legal and must be enforced (see attachment) .
This raises significant doubt that Yakutat petition
could be approved under existing regulations which
require a minimum of two communities and 1,000

persons. LBC agrees to consider amendments to
regulatory standards for borough formation iIn the
course of other changes to its regulations. Debate

on these proposed changes begins iIn earnest.

02/25/91 Contract 1issued by DCRA to provide expert legal
services 1In drafting changes to regulations of the
LBC.

03/01/91 LBC meets with contractor to discuss proposed
changes 1In regulations.

03/08/91 LBC Regulations Committee meets to review proposed
changes iIn regulations. LBC agrees to extend
deadline for comments on Yakutat petition given
pending proposed changes in the regulatory standards
for borough formation. LBC 1indicates that 1t may
attempt to expedite changes iIn borough incorporation
standards to accommodate pending Yakutat proposal.

03/20/91 LBC Regulations Committee meets again to review
proposed changes iIn regulations.

04/16/91 Draft of proposed changes to regulations
substantially complete.

04/26/91 Entire LBC scheduled to meet to review proposed
revisions to regulations.

The above summary of proceedings makes i1t clear that DCRA has
acted as quickly and responsibly as is possible in all matters
relating to the Yakutat proposal. And, once issues concerning
the standards for borough formation are addressed, DCRA expects
to move fTorward expeditiously on this matter. The following 1is
the anticipated schedule following resolution of the regulation
issues:

14 days Additional comment period on the Yakutat proposal.

30 days Preparation of draft report and recommendation by
DCRA concerning the Yakutat petition and model
borougn boundaries in the Prince William Sound,
Yakutat and Cross Sound/Icy Straits areas.

30 days Opportunity for public comment on DCRA"s draft
report.
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15 days Completion of DCRA's final report and recommendation.

25 days LBC begins hearings on the petition and model
boundaries. Hearings likely to be held iIn Yakutat,

Cordova, Valdez, Whittier andGustavus. Hearings
will be  scheduled to promote max imum local
participation.

90 days The LBC may take up to 90 days to reach a decision
following its last hearing.

30 days IT the LBC approves the petition, the Director of
the Division of Elections will schedule an election
within 30 days of notification of LBC action.

90 days The election will be held at least 30 and no more
than 90 days following the order of the election.

21 days IfT a majority of the voters support borough
formation, DCRA certifies the Incorporation
following the reporting of the election results and
documentation of preclearance under the federal
Voting Rights Act.

LBC SHOULD BE PERMITTED TO ADDRESS THIS ISSUE

The Local Boundary Commission (LBC) 1i1s 1independent of DCRA.
The LBC 1is responsible for the adoption of regulations
concerning Tformation of boroughs and 1is also responsible for
judging the merits of the Yakutat proposal.

While* the effect of the vresolution 1iIs simply to request
expeditious action, 1its title (A Resolution Supporting the
Yakutat Borough Incorporation Petition) and preamble (lines 3 -
12) suggest legislative support specifically for the Yakutat
proposal. The Department 1is aware that there are significant
policy issues relating to the Yakutat proposal.

Given these circumstances, DCRA strongly encourages the
Committee to postpone action on the proposed resolution until
the LBC has had the opportunity to review and comment on the
matter. The LBC 1i1s scheduled to meet on April 26 and the
department will ask the Commission to comment on the proposed
resolution at that time.

~_Edgar Biatchford, Commissioner

Attachment: February 15, 1991 memorandum  from Assistant
Attorney General Marjorie Odland.
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SPONSOR SUBSTITUTE FOR SENATE CONCURRENT RESOLUTION NO. 23
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY SENATOR ELIASON

Introduced:
Referred:

A RESOLUTION

Supporting the Yakutat Borough Incorporation Petition.

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

WHEREAS it is in the best interest cf the state that its citizens achieve maximum self
government; and
WHEREAS the citizens of the Yakutat and Yakataga area have expressed a desire to form an

organized borough; and

WHEREAS recently the trend has been to transfer more and more responsibility for providing
government services from the federal and state governments to local government; and

WHEREAS the people of this region have historically constituted a culturally and economically
cohesive group; and

WHEREAS the legislature encourages communities in the state to assume local government
powers wherever feasible and desired by the residents;

BE IT RESOLVED by the Alaska State Legislature that the Department of Community and
Regional Affairs is urged to act with dispatch in reviewing the incorporation petition for the proposed
Yakutat Borough and in making its recommendations regarding the petition to the Local Boundary
Commission; and be it

FURTHER RESOLVED that the Local Boundary Commission is urged to expeditiously hold

ol* SSSCR 23
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1 a public hearing in the area proposed to be incorporated and to give full consideration to the desire
2 expressed by the people in the area for self government as provided for under state lav/.

3 COPIES of this resolution shall be sent to the Honorable Edgar Blatchford, Commissioner of
4 Community and Regional Affairs; and to the Honorable Charles Bettisworth, Chair, Local Boundary

5 Commission.

SSSCR 23






ESEMTK COMMITTEE”RETORT
"IRST COMMITTEE of referf

DATE: 1/30/91 FURTHER: Resources
Date of 5-Day Notice: DATE TURNED

(in accordance with Unifmrm!Rulé 23) INTO OFFICE:

C&RA Committee considered SJR 12

Endorsing S.49, the Ocean and coastal Resources Enhancement Act, federal
legislation which would direct the federal government to share with the
states and their local governments federal revenue generated by the
development of the resources of the outer continental shelf.

and recommended:

[ ] replace with CS ‘ } same tit‘e
new title

[ ] attached amendment(s)

1 letter of intent adopted

(A do pass

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations

[ ] further referral to
ATTACHES NEW F|SCAL NOTt%g%)/'Date:

epartmen Department(s)/Date:
[ ] fiscal note(s) m” zero fiscal note(s)
[ ] appropriation-no fiscal note [ ] Governor*s bill w/fiscal note

OTHER RECOMMENDATIONS:

Fesosmmendation



COMMITTEE: Subject of meeting:

SENATE COMMUNITY & REGIONAL SJR 12 OFFSHORE OIL REVENUE SHARING
AFFAIRS

3/21/91

Official BuaineM

PLEASE PRINT! N
NAME ADDRESS (MAILING) & (ZIP) PHONE REPRESENT'NG TO TESTIFY?

(o-1'1ZT



Qtoka g>tatc N_egislature

Il C STREET, SUITE TIP
ANCI IORAOK, ALASKAWPT

(9075617617

SENATOR win: Moo
ARLISS STURGULEWSKI eomocv
! V) =163A8IH
Senate
MEMORANDUM March 19, 1991
TO: Senator teve Frank, Chairma
Senate éommunarty & Regronar] Affairs Committee

FROM:  Senator Arliss Sturgulewski' /42
Senate District F Lin

RE: Senate Joint Resolution 12

This resolution supports pending federal le rslatr n introduced
SenaéorTeé gt vens annPFC))o s%nso[]c?b gfenatog ran urﬁows rt%at
would provid e aI st te to share rn ederal revenue generated
outer ontrnenta she %CS developmens

OCSdA‘ Iresent states trecer g anfydshgr[e of revenueg Herated from

o men N er e egislation, edc cent
coastal stat wou[l recerve oneptﬂ egé) S revenue. Jﬁh hose

ép ghare
state's one- thrrds are oudb drvr even etween the state an
communities impacted ythe evelopment

. In addition, the federal le rslatron caIIs foraC saI Zone Imgact

Assi tance Fund to be created srnrg perce{r ? ase sal rncome
royatres and ot rrevenues oney from this undwu eprovrri
coastal states an communities impdcted by any type of energy deve opment

The fede{al Office of Mjnerals lﬂ agement Serv ce has estlrmated tngr
gevelodpmento oll riiourfes In the C rand eaH ?easaone cou
ring s much as $12 billion in revenue to the state If this Tegislation passes.
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MEMORANDUM March 11, 1991
TO: Senator Steve Frank, Chairman

Senate Community & Regional Affairs Committee

FROM:  Senator Arliss Sturgulewski ®
Senate District F

RE: Hearing request for Senate Joint Resolution 12

Senate Joint Resolution 12 endorses a system ofrevenue
sharing among coastal states and communities from the
development of the ocean resources of the United States.

~Senate Bill 49, the Ocean and Coastal Resources Enhancement
Act is pending before the United States Congress and passage of
this resolution would transmit Alaska's support for this concept.

~ Thank you foryour consideration of an early hearing on this
legislation. Ifthere are any questions please contact Frank Homan
on my staffat 465-3818.
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Analysis of Senate Joint Resolution 12
Endorsement of the Ocean and Coastal Resources Enhancement Act

Senate Joint Resolution 12 endorses S.49, the Ocean and Coastal
Resources Enhancement Act, federal Ilegislation which, if passed,
would direct the federal government to share with the states and
their local governments federal revenue generated by the
development of the resources of the outer continental shelf (0CS).

The act wot .d deposit one-third of all O0CS revenues (bonuses,
rents, and royalties) received beginning in FY 92 into a fund. Note
that the federal fiscal vyear begins October 1. For leases in
existence at that time any bonuses and rentals would be exempt, as
would royalties if the lease was producing then. Six months later,
and annually thereafter, half of the fund balance (with interest)
would be distributed.

Currently there 1is no production on the Alaska 0CS. There are some
confirmed discoveries in the Beaufort Sea, but their size makes
commercial production uncertain. No production plans have been
filed. Around Alaska there are active leases in the Bering,
Chukchi, and Beaufort Seas. The probability of commercial success
in Bering Sea appears very small. The Minerals Management Service
(MMS) of the U.S. Department of Interior has estimated that the
Chukchi Sea has a 16 percent chance of commercial success with a
mean resource estimate of 4.16 billion barrels recoverable, and
that the Beaufort Sea has a 21 percent chance of commercial success
with a mean resources estimate of 1.45 billion barrels recoverable.
MMS estimated that this act would generate $5.4 billion to Alaska
from royalties over the economic life of these areas, assuming a
constant $23 per barrel wellhead price, if discovery and production
occurred. (Note that MMS made a serious methodological flaw in the
use of probability in these calcvilations. Correcting this flaw
would reduce that number-by half.) Note that commercial production
in these areas usually follows about ten years after discovery, so
these revenues may not be forthcoming soon.

As far as unleased acreage is concerned the current draft proposed
Federal O0CS lease sale schedule shows the following sales over the
next few years:



Beaufort Sea Late 1993

Chukchi Sea Mid 1994
Cook Inlet Mid 1994
St. George or Hope Basin Mid 1995
Gulf of Alaska Late 1995
Norton or Navarin or St. Mathew-Hall Basin Mid 1996
Beaufort Sea Late 1996
Chukchi Sea Mid 1997

It would be impossible to precisely estimate the lease bonuses that
might be realized from these sales. However it should be noted that
the most prospective of acreage 1in these areas has already been
leased. Also, exploration efforts in all but the Chukchi and
Beaufort has been disappointing. (Results on the former are
currently unknown.) Ultimately, the magnitude of 1lease bonuses
would depend mainly on expectations on the probability of success,
oil prices, size of find, and exploration costs. Perhaps a range
of $0 to $100 million per sale could be considered reasonable.

S. 49 also creates the Coastal Zone Impact Assistance Fund, which
deposits 4.5 percent of all OCS revenues in a fund beginning in FY
92. Six months later, and annually thereafter, half of the fund
balance (with interest) would be distributed to coastal states
(including the Great Lakes) and communities by a yet to be
determined formula that would consider the number, location, and
impact of energy facilities. It would be 1impossible to make a
reasonable estimate of what Alaska might realize from this.
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United States Senator For Alaska

January 16, 1991
FOR IMMEDIATE RELEASE

BILL WOULD SHARE OCS REVENUES
WITH STATS AND LOCAL GOVERNMENTS

Alaska and Its coastal communities could receive as much
as S12 billion from the ravenues generated by Outer
Continental Shelf (0CS) development under legislation
introduced by Senator Tad Stevens and cosponsored by Senator
Frank Murkowski,

The Ocean and Coastal Resources Enhancement Act (S. 49)
would require the federal government to share cne-third of
the revenue generated by a particular CCS development with
the state that is located adjacent to the cffshore wells,
Stevens said. One-half of that amount would go to state
government, with the remaining to be divided among the
communities impacted by 0CS development.

Under current law, the federal government shares none of
the lease sale income, royalties or other revenues derived
from 0OCS development since it occurs in federal waters.

"This bill would give states and coastal communities the
i"und3 they need to help ensure O0CS leases are developed in
an environmentally-sensitive way and to lessen the impact of
development on affected communities," Stevens said.

"Under existing law, coastal states and communities
don®"t share 1in the revenues generated by 0CS development,
but they are expected to shoulder the increased costs that
come with 1it. This bill would correct that inequity,"” he

added.

For example, Stevens said, the revenues could be used
for projects designed to enhance and protect the environment
and for determining whether O0CS activity 1is consistent with
state and local coastal cone management plans.

Coastal communities could use their funds to 1increase
fire and police protection, expand sewer and water
facilities and provide additional government services for
the increased population that, results from nearby energy
development, Stevenn said.

Alaska Offices: Anchorage: 2715915 Fairbanks: 4580261_ Junaau: 585%0
Kanal: 2636809 Katchlkan: 226:8C30
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0CS revenue snaring

*Development of oil and gas resources on the Alaska
outer-continental ahelf ia an important issue to Alaskans,"
Murkowski said. "It makes sonse for states and coastal
communities 1impacted by OCS activity to receive 30me benefit
from that development.™

"Thia revenue-sharing concept 1is particularly important
in Alaska, where CCS development would occur near rural
communities with unique histories and heritages, many of
them small enough to have great difficulty absorbing the
impacts smoothly. Revenues received in these communities as
a result of 0CS development would be available to ease any
adverse effects, accelerate necessary infrastructure
development and provide seed money Cor economic
diversification," Murkowski added.

Federal officials have estimated than the combined 3tate
and local share for Alaska from O0CS development 1in the

hﬁ?ﬁhi % ufort Seas could be as much aa

‘%1 ) 45,%% ,§§§. That amount 1is based on the Minerals
Man@g ment Service's (MMS) estimates of maximum productiog
of .1 billion barrels of oil from the Chukchi Sea and 4

billion barrels from the Beaufort Sea.

0CS tracts in the Chukchi and Beaufort Seas are
currently under lease, although to date no commercial
discoveries have been made. Future OCS activity will be
based on the MMS*'a new five-year leasing plan which will be
issued later this month, Stevens said.

The Stevens bill would also direct the federal
government to establish ft Coastal Zone Impact Assistance
Fund, 1into which the Secretary of the Treasury would deposit
four and one-half percent of 0CS lease sale income,
royalties and other revenues. Money from the fund would be
provided to coastal statas (including the Great Lakes
states) and communities 1impacted by any type of energy
development.

The funds would be allocated under a formula that would
take into account the number, Jlocation and impact of energy
facilities. No state could receive more than 20 percent of

the fund, according to the Stevens bill.

The money would be used to help pay the states®" cosA cf
leasing and permitting energy facilities, 1including
refineries and pipelines, and fund environmental and natural

resource projects.

The legislation has been referred to the Senate Commerce
Committee.



OCS REVENUE SHARING /ACT SHEET

, ALASKA CCS REGION
BONUSES, RENTS, AND MINIMUM ROYALTIES

1985 $11,715,642
19

86 7618752
1987 7.748.634
1983 705,849 842
1989 18,810,814
TOTAL 751,743,684

t.3
250,565,929 State and IocaI government share had

0CS ‘even%e sharing . e% % ation bean

In place beginning™in
Information Hrowded by Powers, Minerals Management Service
Anchorage, Alaska — ~907-261-4010

ESTIMATED UNDISCOVERED, ECONOMICALLY RECOVERABLE, UNLEASED
RESOURCES FOR THE CHUKCHI SEA AND BEAUFORT SEA

Minimum Hasn Maximum
Chukchi |.1bb 4. 1Sfch 9.1bb
(6% chance of
ommercial find)
Beaufort .4hb 1.45hb 4.2hb
(21% chan?e 0f
commercial find
TOTAL ARCTIC ~ 1.5hbb 5.61hb 13.3bh
Multiply by
23 for wellhead
\%?ue of ol $129.03 billion $305.9 billion
Divide by 1/8
for federal royalty
share $16,128,750,000 $38,237,500,000
Vi e b
or h ocal
8§/ te\?enare under
sharing il $5,376,250,000  $12,745,333,333

Information provided by Marshall Rose,
Minerals Management Service, Washington, D.C. 703-787-1536
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Alaska senators call for' government to share pro

By MIKE MEYERS " r .:,, ,
MESWASHNGTONQUTCAU - >

WASHINGTON - Aluska™
senators Introduced a bill Wed-
nesday calling on (he federal
government to share revenues
generated by offshore energy
production, estimating Die state
and Its communities could re-
ceive a total of more than {12 bil-
lion. i

The federal government has
considered the Idea for years.

.~Mmentand Budget. ; .

* But the Idea has some opponents, ~ communities directly Involved in - {R8 BHjaseRt biate. it ot his
chiefly the Office of Manage- the exploration and development  amount would go to the state,
% VF“ of oil off their coasts. with the rest di\f/fided gmgng tne
. "eeThere Is often strong opposi- communities affecte y the

See?}ﬁmgfjﬂ%%sﬁgfgfﬁggr?r\ﬁarl'{/ﬁIion_f_rom some coastal com- energy development.
budget and has expressed con- I munities as well as state govern-  This money, at a time of tight
, cem about losing revenue to n;entsl to offshore oil and gas ex- | Mate and municipal budgets,
states and communities at a lime P oration- _ could help ease political opposi-
. of rising federal deficits. '.tj Tlie Murkowskl-Stevens. bill ~tion to energy development,
calls on the federal government' particularly in environmentally
But Sens. Frank Murkowskl  to share one-third of the revenue  sensitive areas such as Califor-

and Ted Stevens said the money generated by a development In « nia.

should be shared with states and  the Outer Continental Shelf with "This hill would give slates

Friday, January 18,1MI, Tlk Anchorage Times B3

ami ol cummioRtiM f
funds they need to help ensure
OCS leases arc developed in an
environmentally sensitive way
and to lessen the impact of devel-
opment on affected communi-
ties," Stevens said.

"Under existing law, coastal
,stales and communities don't
share In ihe revenues generated
by OCS develupment, but ihey
are expected lo shoulder the In-
creased costs that come with it."

duction revenues

The onvemment aslimales
the total stale and local share (or
Alaska from Outer Continental
Shelf  develupment in lhe
Chukchi and Ueaufurt Seas cuuld
be more than {12.7billion.

This sum is based on an esti-
mate of the Minerals Manage-
ment Service of maximum pro-
duction of 9.1 billion barrels of ail
from the Chukchi Sea and more
than 4 billion barrels from the
Beaufort Sea.



199/

t

V-~

7 T\ erheAnchOrooo HJ'Jt i
WIWJiroJ. foMn, Annum Publifthcr

Grat ft, Archvt, Qocril

r - FJUndolpti Murrsy, Ediiw
* VX skddoeMinnm Eililur
* ' Ocnnla Frxlk/, IZdtnr, UWwrui Pic,
? : ‘T-I‘?*'\I‘ RW%DrA;wnod, IA'Btglhhtx Emtnm,
ALASKAN OWNED AND OPERATED SINCE 1915

V* I .

MHARE THE BURDEN fj- e

Share, the %oﬂts.
] 1
| A4 0 it

ESIDES CONCERN about effects that offshore

oil development might have on fisheriesand

other resources, Alaskans haven*tbeen too ex-
cited about oil development far off our shores because the
state loses on the deal .

Under current law, the federal government claimsall
tax revenues from development of the Outer Continental
Shelf (0CS), which isthearea beyond the state™s 3-miie
coastal limit. States get none of the revenue.

Yet OCS de hopment increases costs for state and
localcomma dies thatare impacted by a temporary in-
crease inpopulation of workers and business activities
that support offshore operations.

Sen. Ted Stevens wants toremedy the situationby re-
quiring the federal government toshare one-third of OCS
revenues with states offwhose shores oil isdeveloped.

Under legislation he introduced the otherday, Alaska
could receive about $L2 billion from itsshare of projected
revenues from the potential oil reserves off the Arctic
Coast.

The U.S. Minerals Management Service estimates be-
tween 5 billionand 13 billion barrels of recoverable oil lie
offshore in the Chukchi and Beaufort Seas. That equates
to revenue toAlaska between $7 billionand $16 billion if
the proposed revenue sharing plan becomes law.

Stevens’ legislation, which isbacked by the two other
members of the Alaska delegation, would require individ-
ual states to share one-half of theirOCS receipts with
local coastal communities, fhese communities could use
the income to increase fireand police protection, expand
sewer and water facilities, and provide additional ser-
vices required by the increased populationdue toOCS
development.

Louisiana, Texas, Californiaand other states with oil
potential off their shore would benefit similarly.

Additional ly, part of the Stevens’proposal would re-
quire the federal government toset aside 4.5 percent of
OCS revenues forwhat he dubs the Coastal Zone Impact

* Assistance Fund.

« ——

Money from that fund would be used for environmental
and natural resource projects in all coastal states, includ-
ing those adjacent to the Great Lakes, whether or not
therewas 0CS development off their shores. As envi-
sioned by Sen. Stevens, tillsfund would be used by states
toenhance and protect the environment and fordetermin-
ing whether OCS activity Isconsistent with state and local
coastal-zone management plans.

The legislation could have a positive impact on the na-
tional energy policy debate. At present, a number of
states have taken a strong position inopposition toany oil
development off their shores. Governors and legislators
in these states may want to reconsider their position if
0CS development offersthem a means tomeet other
state obligations.

Rather than face horrendous deficits, states might be
able to receive a substantial income from oil development
— as Alaska does.

Under an OCS revenue-sharing plan, which by the way
President Bush has indicated he may support, states will
have an incentive tositdown with the federal land owner
and the industry towork together todevelop an environ-
mental ly sound plan ofactioa That"s a goal worth pursu-

ing. 1.,
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THE COASTAL ZONE IMPACTS'ASSI’STANCE ACT

SUPPORT OF

IN
Monday, January 14, 1991

STATEMENT OP SENATOR TED STEVENS
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Ist Session S o

To establish an Ooean and Coastal Resources Enhancement Fund und a Coastal

M.

To

N

3
4

d

6

7

Zone Impact Assistance Fund, to require the Secretary of Commerce to
provide States and local governments with block grants from moneys in the
Funds, and for other purposes,

IN THE SENATE OF THE UNITED STATES

Januahy M gegislative day, January 3), 191

Stevtns (for himseif and Mr. Mubkowsiol introduood the following hill;
which was read twice and referred to the Committee on Commerce, Science,
and Transportation

A BILL

establish an Ocean and Coastal Resources Enhancement
Fund and a Coastal Zone Impact Assistance Fund, to
require the Secretary of Commerce to provide States and
local governments with block grants from moneys in the

Funds, and for other purpose”™/ ..

Be it arectenl ydte Serete and House of Represarts
fhves of tre Unitedl ates of Avenca in Gngress assaniien

SHORT TITLE

Section 1. This Act mav DB cited as the “®cean and

Coastal Resources Enhancement .Act.””

DEFINITIONS

Sec. 2 For purposes of this Act—



[EEN

(1) the term "coastal State" ha3 the meaning

2 given such term under the Coastal Zone Management
3 Act (16 U.S.C. 1453(4));

4 @ tre term "local government™ baa the moaning
5 given such term under the Coa8tal Zone Management
6 Act (16 U.S.C. 1435(11));

7 (3 the term "co&3t line" has the meaning given
8 such term under the Submerged Lands Act (43 U.S.C.
9 1301(c));

10 (4) the term "coastal zone" has the meaning
]-1. given such term uncler the Coastal Zone Management
12 Act (16 U.S.C. 1453(1));

13 (5) the term "Outer Continental Shelf" has the
14 meaning grven such term under the Outer Continental
15 Shelf Lands Act (43 U.S.C. 1331(a));

16 (6) the term "Secretary"™ means the Secretary of
17 Commerce ;7 and =y

18 (7 the te\l}yitffg]e?gy facilities" has the meaning
19. given Buch”rm under, the qu-?-."‘ Z.gpe Management
20 Act (18 U.S.C-. 1453(6)). o

OCEAN AND COASTAL R13S0OUBCOS F\ANAGEMENT FUND
Sec. 4.@ Establishment.— 'Tere*, in established in
<>
23 the Treasury of the United States an interest-bearing account

24 to be known as the Ocean and Coastal Resources Enhance-

25 _ment Fund, whiph shall bo. administered by the Secretary.

.9 4 is



3

1 () Payments to Fund.— Beginning in fiscal year
2 1992, the Secretary of the Treasury shall pay into the Fund
3 33 per centum of all revenues described in subsection ©
4 which"are attributable to an Outer Continental Shelf lease,
5 any part of which is within 200 miles of the eoa3dt line. The
s Secretary of the Treasury may adjust amounts inthe Fund at
7 any time to account for overpayments, underpayments, and
S™einrora;

91 "(@New Revenues —~ Subsection (b) shall apply only
10 & :
11 () bonus revenues under a leaseifno bonus reve-

12 * """ hues have been received by the United States under

13" that lease before October 1, 1991;

14 (2 rent revenues under a lease if no rent reve-
15 nues have been received by the United States under
16 that lease before October 1, 1991;

17 (3) royalty revenues undera leafle if no royalty
18 revenues have been deceived by the United States
19 under that leasttbefore October 1, 1991; and

20 (4) other revenues under a leaseif mi-other reve-
21 ,"d"ntles have been received bj* the United States under
22 : --that lease before October 1, 1991.

23" @ Coastal State Share.— (0) Six months after ihe

24 end-of fiscal year 1992, and annually thereafter, the Secre-

25" tlary shall pay from the Fund to coastal Slates one-half of



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

such revenues paid into the Find with respect to the fiscal
year most recently completed and any interest earned on
those revenues. Each coastal 3t,ate shall receive only that
share of revenues attributable to those leases that lie seaward
of the boundaries of that particular coastal State.

(@ In order to determine to which coastal State reve-
nues are attributable for purposes of this Act, the Secretary
shall delimit the lateral boundaries between the coastal
States to a point 200 miles seaward of the coast line. Such
boundaries shall be set according to the following principles,
listed in the order of priority of application:

(A) any judicial decree or interstate compacts de-
limiting lateral offshore boundaries between coastal
States;

(B) principles of domestic and International law

governing the delimitation of lateral offshore bound-

aries; and |\X(
(C) tiuw"-desirabiiity of following existing lease
bciuncfories and block lineson the Secretary ofthe In-
tericrta official protraction diagrams.
©). Local; Govesnment Shake— (1) Atthesame
time that the Secretary pays revenues to a coastal State
under subsection (d), the Secretary shall pay to local govem-

mentfl within that State the remaining one-half of the rcve-

nues for-that fiscal year attributable to that State, and any

9 49 is

q



10

11

12

13

14

15

16

17

18

19

20

21

§2

23

24

5

interest earned on those revenues. Each local government
shall receive only that share of revenues attributable to those
leases that lie 3eaward of the boundaries of that particular
local government.

(@ In order to determine local government boundaries
for purposes of this Act, the Secretary shall delimit the later-
al boundaries between the local governments to a point 200
miles seaward of the coast line. Such boundaries shall be set
according to the following principles, listed in the order of
priority of application:

(A) existing boundaries between local govem-
ment3 with valid supporting legal authority;

(B) the desirability of following existing lease
boundaries and block lines on the Secretary of the In-
terior's official protraction diagrams; and

(0) the principle that, to the extent consistent
with subparagraphs (A) and (B), the size of the local
government®"s adjajcbhnt offshore area, as a percentage of
all of thg&. State3 adjacent offshore areas, shall be
based on a formula giving equal weight to-

(@) the looal govemment®3 coast line as a per-
centage of the State 3 coast line, calculated using
the same methods that are used to delimit the ter-

ritorial sea under international law; and

a9 IS
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6

(i) the local government 3 population as a
percentage of the population of all local govern-
ments in thecoastal State, calculated bv the Sec-
retary using the best availablenational census
data.

(0 Use of I"inds by States.- Each coastal State
shalT first use funds received pursuant to subsection (d) to pay
for the administrative costs the State incur3 m the leasing
and permitting process under any applicable law including,
but not limited to, the Coastal Zone Management Act (18
U.S.C. et. seqg.)and the Outer Continental Shelf Leasing Act
(43 U.S.C. 1331 et. 3eq.), with any remaining fund3 to be
used for such environmental and natural resource projects in
the coastal zone as the Stam determines.
coastal zone impact assistance fund

Sec. 5 (@ Establishment.- There is established in
the Treasury of the United States an interest bearing account
to be known as the CoastaFZone Impact Assistance Fund,
which shall be administered by the Secretary.

() Payments TO Fund.- Beginning in fiscal year
1992, "the Secretary of the Treasury shall pay into the Find
4\$ per centum of all revenues described ifl subsection (C)
which are attributable to an Outer Continental Shelf lea3e,
any part of which i3 within 200 miles of the coast line. The

Secretary of the Treasury may adjust amounts in the Fund at
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11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

any time to account for overpayments, underpayments, and
errors.

(c) Revenues,— Subsection (b) shall apply to all bo-
nuses, rents, royalties, and other revenues received, by the
United States under the Outer Continental Shelf Lands Act
(48 U.S.C. 1331 et. seq.).

(d) Coastal State Share.— Six months after the
end of fiscal year 1992, and annually thereafter, the Seore-
tary 3hall pay from the Fund to coastal States one”half of
such revenues paid into Fund with respect to the hscai year
most recently completed, and any interest earned on those
revenues. The amount disbursed to each ooastal State shall
be determined by the Secretary under a formula established
by the Secretary, after notice and public comment, which
considers the number, location, and impact of energy facilities
located within each State®s coastal zone during the previous
fiscal year. If any coastal State would receive an allotment
greater than 20 per centum, the Secretary snail reduce such
allotment to 20 pf£r centum. The amounts resulting from such
reduction shall be reallocated proportionately among those
coastal States that receive less than 20 per centum.

@ Local Government Share.— At the same time
that the Secretary pay”rovenues to a coastai State under
subsection (d), the Secretary shall pay to local governments

within that State the remaining one-half of the revenues in
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11

12

13

14

15

8
the Fund for that fiscal year attributable to that State ajid
any interest earned nn those revenues. Each local govcrn-
ment shall receive only that share of revenues attributable to
the number, location, and impact of energy facilities located
within or seaward of the boundaries, as determined, by the
Secretary under section 4(e) of this Act, of that particular
local government during the previous fiscal year.

" @ Use of ECjndS.—Each coastal State shall first use
funds received pursuant to subsection (d) to pay for the ad-
ministrative coats the coastal State incurs in the leasing and
permitting process for. energy” facilities, with any remaining

funds to be used for 3uch environmental and natural resource

projects in the coastal zone a9 the coastal State determines.

LIMITATIONS ON APPLICABILITY OF BOUNDARIES

Sec. 6.The coastal State and local government cound-

16aries delimited by the Secretary under this Act are solely for

17

18

19

20

21

22

23

24

25

26

the purposes of this Act. [
RULES.A&D REGULATIONS
Seo. 7. Wiffiw.-one hundred and eighty days of enact-
ment of this Act, the Secretary shall promulgate, after notioe
and opportunity for comment, such rules and regulations as
may be necessary to carry out the provisions of this Act.
appropriations
Sec. 8. The authority to pay revenues to coastal States

_and local governments, pursuant to the Act shall.be regarded

air a permanent indefinite appropriation.

Q *
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