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C o n t i n u a t i o n  o f  F i s c a l  N o ;_ i / B i l l  A n a l y s i s  

H O U S E  B I L L  N O .

P e r m a n e n t  F u n d  D i v i d e n d  F u n d  S t a t u t e  A m e n d m e n t  t o  P e r m i t  
L i t i g a t i o n  o f  S t a t e  v. A m e r a d a  H e s s  i n  A l a s k a

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

- • H e s s , b y  n e u t r a l i z i n g  t h e  i m p a c t  u p o n  P e r m a n e n t  F u n d  

d i v i d e n d s  o f  a  d e c i s i o n  f a v o r a b l e  t o  t h e  S t a t e .  T h e  A l a s k a  
P e r m a n e n t  Fund-'-s..legally, m a n d a t e d  s h a r e  o f  a l l  f u n d s  

r e c e i v e d  i n  a  s e t t l e m e n t  o f  t h e  l i t i g a t i o n ,  i n c l u d i n g  
a s s o c i a t e d  i n t e r e s t ,  w o u l d  b e  c r e d i t e d  to. t h e . p r i n c i p a l  of..._
t h e  F u n d  a t  t h e  t i m e  of. r e c e i p t .  I t  i s  . e x p e c t e d . t h a t  t h e ___
s e t t l e m e n t  c o u l d  r a n g e  f r v m  $ 4 0 0  m i l l i o n  t o  $ 2 . 6  b i l l i o n ,  
t h e  l a t t e r  n u m b e r " e s t i m a t e d  b y  t h e  d e f e n d a n t s .  ......  *  -

A l l  f u t u r e  e a r n i n g s  o n  t h i s  p o r t i o n  o f  F u n d  p r i n c i p a l  w o u l d  
b e  f o r e v e r  e x c l u d e d  f r o m  P e r m a n e n t  F u n d  d i v i d e n d ,  

c a l c u l a t i o n s .  I n  t h i s  m a n n e r ,  t h e  b i l l  p r e v e n t s  a l l  i n c o m e  
e a r n e d  f r o m  a  j u d g m e n t  f a v o r a b l e  t o  t h e  S t a t e  f r o m  e n t e r i n g  
t h e  P e r m a n e n t  F u n d  d i v i d e n d  s t r e a m ,  a n d  m a k e s  i t  p o s s i b l e  t o  
c o n t i n u e  t h e  t r i a l  i n  a n  A l a s k a  c o u r t  o n  s c h e d u l e .
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FISCAL NOTE

Revision Date: Agency Affected: Revenue
Title: An Act amending the PFD statutes BRU •• Permanent Fund Dividend Dlvlslon

Sponsor: Rules/Governor Components: rermanent Fund Dividend
Requestor: Rules Division

EXPENDITURES/REVENUES: (Thousands of Dollars)
1 1 FY 89 1 FY 90 1 FY 91 1 FY 92 FY 93 1 FY 94
i OPERATING ! 1 1 1 1
| PERSONAL SERVICES | -0- | -0- 1 -0- | -0-

__
-0- | -0-

| TRAVEL - | -0- 1 -o- 1 -0- ! -o- -0- | -0-
1 CONTRACTUAL -  | -0- 1-0- 1 -0- | -0- -0- | -0-
| SUPPLIES - - • |-0- | -0- 1 -0- | -0- -0- | -0-
| EQUIPMENT | -0- | -0- 1 -0- | -0- -0- 1 -0-.
| LANDS & STRUCTURES | -0- | -0- 1 -0- | -0- -0- | -0-
| GRANTS, CLAIMS | -0- | -0- 1 -0- | -0- -0- i -0-
1 MISCELLANEOUS 1 -0- | -0- 1 -0- | -0- -0- | -0-
1 TOTAL OPERATING 1 -0- | -0- 1 -0- | -0- -0- | -0-

1 CAPITAL 1 -0- | -0- 1 -0- | -0- -0- | -0-

1 REVENUE 1 -0- | -0- 1 -0- | -0- -0- | -0-

FUN^ING: (Thousands of Dollars)
| GENERAL FUND | -0- | -0- 1 -0- 1 -0- -0- | -0-
| FEDERAL FUNDS | -0- | -0- 1 -0- | -0- -0- | -0-
| OTHER | -0- | -0- 1 -0- | -0- -0- | -0-
1 TOTAL 1 -0- | -0- 1 -0- 1 -0- -0- | -0-

rOSITIONS:
| FULL-TIME | -0- | -0- 1 -0- ! -o- -0- I -o-
| TART-TIME | -0- | -0- 1 -0- | -0- -0- | -0-
1 TEMPORARY 1 -0- | -0- 1 -0- 1 -0- -0- | -0-

Frepared By:  Ed
Division:  rerma

have no affect on the administration of the dividend program
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BY THE FINANCE COMMITTEE 

CS FOR HOUSE BILL NO. 276 (Finance) am 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to transfers to the dividend fund;

and providing for an effective date."

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

9 * Section 1. AS 43.23.045(b) is amended to read:

(b) Notwithstanding any contrary provision of law, each year the

commissioner shall transfer to the dividend fund 50 percent of the 

income of the Alaska permanent fund earned during the fiscal year 

ending on June 30 of the current year and available for distribution. 

However, income earned on money awarded after trial in State v . 

Amerada Hess , et a l.. 1JU-77-847 C iv. (Superior Court, First Judicial 

District) shall be treated in the same manner as other income of the 

Alaska permanent fund, except that it is not available for distribu- 

tion to t1 e d ividend fund, and shall be annually deposited into the 

princ ipal of the Alaska permanent fund.

Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

( S S  ^
'm J L  A J - d A A -  U h A _  j Z J L d J L p l f

c i i u u c -----------

3  C X m m a o c L o -

l ^ i p Y U M

HB0276D -1- CSHB 276(Fin) am

^ H . f a d r  o r \  d ; jJ d iM . d s  / ° iT T P \ ( it f B h



7 b  ■ > ■ Alaska State Legist iture
Sen. Pat Pourchot, Chairman

S e n . J a n  F a ik s ,  V ic o  C h a i r m a n  
S e n . A1 A d a m s  
S e n . T im  K e l ly  
S e n , R ic k  U e h l in g

Sena%
M E M O R A N D U M

TO: S e n a t e  State A f f a i r s  C o m m i t t e e  M e m b e r s

FROM: S e n a t o r  P a t  Pourchot, C h a i r m a n

RE: SB 295, T r e a t m e n t  of A m e r a d a  H e s s  Income

DATE: A p r i l  27, 1989

P l e a s e  find a t t a c h e d  i n f o r m a t i o n  p r e p a r e d  b y  the P e r m a n e n t  Fund 
C o r p o r a t i o n  on the effects of SB 295 on f uture p e r  c a p i t a  
d i v i d e n d  payments. Y ou'll note t h a t  two scena r i o s  are c o m pared 
and t h a t  t h e  i mpact on d i v i d e n d s  ranges from $1 to $82.

907-465-3712

P.O. Box V
State Capitol

Juneau, Alaska 99811

te A ffa irs  Com m ittee



P.O. Box 4-1000 Juneau, Alaska 99802-4100 (9071465-2047 Telecopy (907> 586-2057
A laska  P erm anen t F u nd  C o rp o ra t io n

M E M O R A N D U M

D A T E :  A p r i l  26, 1 9 8 9

TO: S e n a t o r  P a t  P o u r c h o t
C h a i r m a n ,  S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e

F R O M :  J i m  Kellyyj/— -—
R e s e a r c h  ok L i a i s o n  O f f i c e r

S U B J E C T : A n a l y s i s  of Senate Bill No. 295

A t t a c h e d  i s  o n e  c h a r t  p r e p a r e d  b y  t h e  A l a s k a  P e r m a n e n t  F u n d  
C o r p o r a t i o n  a t  y o u r  r e q u e s t .  T h e  c h a r t  c o m p a r e s  t h e  i m p a c t  o n  
f u t u r e  p e r  c a p i t a  d i v i d e n d  p a y m e n t s  o f  t h r e e  s c e n a r i o s :

1) S B  2 9 5  w o u l d  e x c l u d e  f r o m  a l l  f u t u r e  d i v i d e n d  c a l c u l a t i o n s  
a l l  i n c o m e  e a r n e d  o n  m o n e y  w h i c h  is d e p o s i t e d  i n  t h e  P e r m a n e n t  F u n d  
a s  a r e s u l t  o f  S t a t e  v. A m e r a d a  H e s s . T h i s  i s  s h o w n  o n  t h e  c h a r t  

a s  t h e  s e r i e s  o f  s o l i d  b a r s  e n t i t l e d  " E x c l u d e d / S B  2 9 5 , "  a n d  is t h e  
s a m e  a s  c o n t i n u a t i o n  o f  t h e  s t a t u s  quo.

2) " $ 1 0 0 M  I n c l u d e d "  r e f e r s  t o  t h e  s e r i e s  o f  c r o s s - h a t c h e d  b a r s

w h i c h  d e p i c t  t h e  i m p a c t  o n  f u t u r e  p e r  c a p i t a  d i v i d e n d s  o f  t h e  
P e r m a n e n t  F u n d  r e c e i v i n g  $ 1 0 0  m i l l i o n  a s  a r e s u l t  o f  S t a t e  v. 
A m e r a d a  H e s s  a n d  i n c l u d i n g  t h e  n e t  i n c o m e  e a r n e d  o n  t h a t  d e p o s i t  in 

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

C o m p a r e d  t o  t h e  s t a t u s  q u o  a n d  S B  295, t h e  i n c r e a s e  i n  p e r  c a p i t a  
d i v i d e n d s  u n d e r  t h i s  s c e n a r i o  w o u l d  r a n g e  f r o m  $ 1 . 0 0  i n  1 9 9 1  t o  

$ 1 3 . 0 0  in 2 0 0 5 .

3) " $ 6 5 0 M  I n c l u d e d "  r e f e r s  t o  t h e  s e r i e s  o f  d o t t e d  b a r s  w h i c h
d e p i c t  t h e  i m p a c t  o n  f u t u r e  p e r  c a p i t a  d i v i d e n d s  o f  t h e  P e r m a n e n t
F u n d  r e c e i v i n g  $ 6 5 0  m i l l i o n  a s  a r e s u l t  o f  S t a t e  v. A m e r a d a  H e s s  
a n d  i n c l u d i n g  t h e  n e t  i n c o m e  e a r n e d  o n  t h a t  d e p o s i t  i n  a l l  f u t u r e  

d i v i d e n d  c a l c u l a t i o n s .

C o m p a r e d  t o  t h e  s t a t u s  q u o  a n d  S B  295, t h e  i n c r e a s e  i n  p e r  c a p i t a  

d i v i d e n d s  u n d e r  t h i s  s c e n a r i o  w o u l d  r a n g e  f r o m  $ 6 . 0 0  i n  1 9 9 1  t o  

$ 8 2 . 0 0  in 2 0 0 5 .



S e n a t o r  P a t  P o u r c h o t
A pril 26, 1989
Page 2
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The $100 and $650 m i l l i o n  figures u s e d  above r e p r e s e n t  t h e  range of 
poten t i a l  p a y m e n t s  to t h e  Permanent Fund as a r e s u l t  of t h e  State
v. A m e r a d a  H e s s  case. In b o t h  cases, it is a s s u m e d  that the
d e p o s i t s  to t h e  p r i n c i p a l  of the P e r m a n e n t  F u n d  d e r i v i n g  from this
litiga t i o n  w o u l d  occur in fiscal 1991.

F o r  Y o u r  Information: T h e s e  p r o j e c t i o n s  are b a s e d  on a c e r t a i n  set
of b a s i c  assumptions; t h e  n u mbers shown on the a t t a c h e d  chart would 
c hange if d i f f e r e n t  a s s u m p t i o n s  w e r e  used. The assump t i o n s  u s e d  in 
the p r e p a r a t i o n  of the c h a r t  are l isted and e x p l a i n e d  herein.

It is the C o r p o r a t i o n ' s  p o l i c y  to use c o n s e r v a t i v e  assump t i o n s  
w h e r e v e r  possible. Thus, t h e  Fund's l o n g - t e r m  rate of r e t u r n  is 
pr o j e c t e d  t o  a v e r a g e  3% p e r  y e a r  a f t e r  inflation; l o n g -term 
inflation is p r o j e c t e d  t o  a v erage 6% p e r  year; and the assum p t i o n s  
for n u m b e r s  of future d i v i d e n d  recipi e n t s  and a m o u n t s  of future 
d e d i c a t e d  S t a t e  oil r e v enues are t a k e n  from the D e p a r t m e n t  of 
R e v e n u e ' s  m o s t  recent " l o w  case" forecast.

PLEASE N O T E  T H A T  THE C O R P O R A T I O N  N E I T H E R  S U P PORTS N O R  OPPOSES ANY 
PR O P O S E D  C H A N G E S  TO THE C U R RENT U S E  OF FUND EARNINGS, E X C E P T  AS 
THEY M A Y  R E L A T E  TO THE P R O P E R  E X E R C I S E  O F  THE TRUSTEES' F I D U CIARY 
RE S P O N S I B I L I T I E S  AS R E Q U I R E D  U N D E R  THE P R U D E N T  I N V E S T O R  RULE.



I M P A C T  O N  P E R  C A P I T A  D I V I D E N D S
A m e r a d a  H e s s  $  t o  P F  I n c l u d e d / E x c l u d e d  

F r o m  A n n u a l  D i v i d e n d  C a l c u l a t i o n s

A c t u a l  $

91

$ 6 5 0 M  I n c l u d e d  ^  L — J 8 0 0  

$ 1 0 0 M  I n c l u d e d  £ ^ 7 9 5  

E x c l u d e d / S B  2 9 5 /  S M I  7 9 4

9 3  9 5  9 7  9 9  1 3  5

8 3 7  9 5 7  1 0 4 4  1 1 2 7  1 2 0 9  1 2 9 2  1 3 7 6

8 1 3  9 1 2  9 9 0  1 0 6 9  1 1 4 7  1 2 2 7  1 3 0 7

8 0 9  9 0 4  9 8 1  1 0 5 8  1 1 3 6  1 2 1 5  1 2 9 4

F i s c a l  Y e a r s

- 2 /  

* 1(5

Source: APFC 4/26/88



5TEVE COW P E R
GOVERNOR ^

SI

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

OFFICE OF THE GOVERNOR
J u n e a u

April 20, 1939

The H o n o rable Tim Kelly 
President of the Senate 
Alaska State Legislature 
P. O .  B o x  V  

Juneau, A K  99811

Dear Mr. President:

Under the a u t h ority of art. Ill, sec. 18, o f  the Alaska 
Constitution, I am transm i t t i n g  a b i l l  that amends AS 43.- 
23.045 b y  excluding p o t e ntial r e venue from the State v. 
Amerada Hess case from the p e r m a n e n t  fund earnings available 
for d i s t r i b u t i o n  as dividends.

Under c u r r e n t  law, the c o m m i s s i o n e r  of revenue m u s t  transfer 
to the d i v i d e n d  fund 50 p e rcent o f  the income of the A laska 
permanent fund w h i c h  is d e t e r m i n e d  to be available for 
distribution. N o r m a l l y  this w o u l d  include income derived 
from litigation involving the state's royalties. However, 
in N o v e m b e r  1987 three defendants in the State v. A m erada 
Hess r o y alty litigation filed suit in federal court to 
prevent t h a t  case from being tried in any court in Alaska. 
Standard A l a s k a  Petroleum, Exxon, and C h evron U S A  claim that 
no judge or jury in A l a s k a  can p r o v i d e  them w i t h  a fair 
trial since all judges and jurors have a financial stake in 
the outcome and are, therefore, u n c o n s t i t u t i o n a l l y  biased. 
In particular, the companies assert that these judges and 
jurors q u a l i f y  for p e r m anent fund d i v i dends and w o u l d  f i n a n­
cially b e n e f i t  if the state p r e v a i l e d  in the A m e r a d a  Hess 
case b e c a u s e  any m o n e y  a w a r d e d  the state w o u l d  increase the 
amount available for distribution.

The state D e p a r t m e n t  of Law is v i g o r o u s l y  c o n t e s t i n g  this 
claim and was successful in h a v i n g  the federal case d i s­
missed in the United States D i s t r i c t  Court. However, the 
matter has been appealed to, and is p e nding before, the 
Court of A p peals for the N i n t h  Circuit. W e r e  w e  to lose 
this case, the state w o u l d  be faced w i t h  h aving a n on-Alaska 
court interpreting the m e a n i n g  of an A l a s k a  lease form and 
deciding fundamental state policies regarding oil and gas 
leasing in this state. If the case is still on appeal at 
the time of trial, now scheduled for A pril 4 , 1990, there 
would be a cloud hanging over the lengthy proceedings, p e r­
haps compel l i n g  enough to lead to further postponements.
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* The H o n o r a b l e  T i m  K e l l y

This bill w o u l d  eliminate the due p r o c e s s  arguments advanced 
by the companies/ thus m a k i n g  it p o s s i b l e  for the trial to 
stay on schedule in an A l a s k a  court w h e r e  it belongs. This 
result is achieved by p r e v e n t i n g  income earned from any 
judgment favorable to the state from e n t ering the permanent 
fund d i v i d e n d  stream. This sacrifice is a small price to 
p ay for a s s uring that A l a s k a  courts w i l l  be -che final a r b i­
ters of A l a s k a  royalty law.



S 2 9 5 . T X T
4/24/89

SB 295 T R A N S F E R S  TO THE D I V I D E N D  FUN D

T O  T E S T I F Y

M A R Y  HALLORAN, O.M.B.

DOUG BAILEY, A T T O R N E Y  G E N E R A L

F . Y . I .

THE BILL P R O H I B I T S  "INCOME E A R N E D  ON M O N E Y  A F T E R  TRIAL" FROM 
BE I N G  D I S T R I B U T E D  T O  THE D I V I D E N D  FUND. IS T H E R E  A  C H A N C E  THE 
CASE W I L L  BE S E T T L E D  R A T H E R  T H A N  T R I E D ?  IF SO, I A S S U M E  INCOME 
E A R N E D  ON S E T T L E M E N T  M O N I E S  C O U L D  BE U S E D  F O R  DIVIDENDS.

H C W  W O U L D  E X C L U D I N G  THESE FUNDS F R O M  THE D I V I D E N D  C A L C U L A T I O N  
I M P A C T  THE A M O U N T  OF THE D I V I DEND?

SB 295 P R O P O S E S  A  S T A T U T O R Y  CHANGE. C O U L D  THE P R O V I S I O N  BE 
R E P E A L E D  A F T E R  TRIAL, A N D  T H E  I N COME O N  THE M O N I E S  BE C A L C U L A T E D  
INTO F U TURE YEARS' DIVIDENDS?
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S e n a t e  S t a t e  Affairs C o m m i t t e e

M E M O R A N D U M

TO: S e n a t e  State A f f a i r s  C o m m i t t e e  M e m b e r s

FROM: S e n a t o r  Pat Pourchot, C h a irman 

A p r i l  24 C o m m i t t e e  M e e t i n g  

A p r i l  24, 1989

RE

DATE:

Today a t  1:30 in t h e  Beltz R o o m  the S e n a t e  S t a t e  A f f a i r s  
C o m m i t t e e  w i l l  h e a r  the f o l l o w i n g  bills:

SJR 38, P r o p o s i n g  an a m e n d m e n t  to the C o n s t i t u t i o n  of the State 
of A l a s k a  r e l a t i n g  to t e r m s  of legis l a t o r s

SJR 38 w o u l d ,  b y  C o n s t i t u t i o n a l  amendment, l i m i t  t e n u r e  in the 
L e g i s l a t u r e  to e i g h t  c o n s e c u t i v e  years. A f t e r  s e r v i n g  eight 
years a p e r s o n  w o u l d  a g a i n  b e  eligible t o  s e e k  l e g i s l a t i v e  office 
at the s e c o n d  b i e n n i a l  election. SJR 38 w o u l d  go b e f o r e  t h e  
voters a t  t h e  n e x t  g e n e r a l  elect i o n  and, if approved, w o u l d  take 
effect a t  t h e  1992 election.

Ar ticle III, sec. 5 of the C o n s t i t u t i o n  l i m i t s  g o v e r n o r s  to two 
full s u c c e s s i v e  terms. A f t e r  the two t e r m s  a p e r s o n  is not 
eligible t o  s e e k  t h e  g o v e r n o r ' s  office u n t i l  one full t e r m  has 
intervened.

SB 284, A n  A c t  r e l a t i n g  to c e r t a i n  r e v e n u e  f r o m  m i n e r a l  sources 
and to t h e  oil and gas p r o p e r t i e s  p r o d u c t i o n  t a x

SB 284 w o u l d  a m e n d  t h e  E c o n o m i c  Limit F a c t o r  of the s t ate's oil 
s e v e r a n c e  t a x  s t r u c t u r e  in t h e  same m a n n e r  t h e  S e n a t e  J u d i c i a r y  
CS for H B  118 (the "ELF bill") would. T h e  a d d i t i o n a l  t a x  r e venue 
wo u l d  e f f e c t i v e l y  b e  d e p o s i t e d  in the P e r m a n e n t  F u n d  t h r o u g h  
i n c r e a s i n g  f r o m  25% to 43% the s t a t u t o r y  p e r c e n t a g e  of m i n e r a l  
proce e d s  d e p o s i t e d  in t h e  fund. The i n c r e a s e  w o u l d  a p p l y  o n l y  to 
pa y m e n t s  r e c e i v e d  b y  the state after J u l y  1, 1989 from m i n e r a l  
leases i s s u e d  p r i o r  to D e c e m b e r  1, 1979.

It is m y  i n t e n t  t h a t  the S t a t e  A f fairs C o m m i t t e e  focus its 
at t e n t i o n  o n  SB 2 8 4 's i mpact on the P e r m a n e n t  Fund, r a t h e r  than 
on the E L F  provis i o n s .  A c c o r d i n g  to t h e  P e r m a n e n t  F u n d  
Co rporation, p a s s a g e  of S B  284 w o u l d  r e s u l t  in the fund p r i n c i p a l  
be i n g  $1.3 b i l l i o n  l a r g e r  in the year 2000, n e t  income b e i n g  $115 
m i l lion larger, p e r  c a p i t a  d i v i d e n d s  b e i n g  $73 larger, and the 
i n f l ation p r o o f i n g  t r a n s f e r  b e i n g  $66 m i l l i o n  larger. The 
p r o j e c t i o n s  p r e p a r e d  b y  t h e  corpor a t i o n  a r e  attached.



S3 295, A n  A c t  r e l a t i n g  to transfers to the d i v i d e n d  fund

SB 295 w o u l d  exclude p o t e n t i a l  revenue from the S t a t e  v. A m e r a d a  
H ess case f r o m  the P e r m a n e n t  Fund earnings a v a i l a b l e  for 
d i s t r i b u t i o n  as dividends. The fund's l e g a l l y  m a n d a t e d  share of 
m o n e y  a w a r d e d  after t r i a l  w o u l d  be c r e dited to t h e  p r i n c i p a l  of 
the fund at the time of receipt. Income e a r n e d  on t h a t  m o n e y  
could n o t  b e  d i s t r i b u t e d  t o  the d i v i d e n d  fund.

SB 235 is i n t e n d e d  to e l i m i n a t e  c e rtain d u e  p r o c e s s  a r g u m e n t s  
cu r r e n t l y  a d v a n c e d  b y  t h e  defendants. S t a n d a r d  A l a s k a  Petroleum, 
Exxon, a n d  C h e v r o n  U S A  filed suit in federal c o u r t  t o  p r e v e n t  the 
case from b e i n g  t r i e d  in A l a s k a  on the g r o u n d s  t h a t  a n y  j u d g e  and 
jury w o u l d  b e  b i a s e d  b e c a u s e  t h e y  h a v e  a financial s t a k e  (through 
the P e r m a n e n t  Fund Dividend) in the outcome. T h e  U.S. D i s t r i c t  
Court r u l e d  in the S t a t e ' s  favor? t h e  m a t t e r  is c u r r e n t l y  u n d e r  
appeal to t h e  N i n t h  C i r c u i t  Court of Appeals.

Trial in t h e  A m e r a d a  H e s s  case is s c h e d u l e d  for A p r i l  4, 1990.
If the S t a t e  prevails, w e  could receive f r o m  $400 m i l l i o n  to $2.6 
billion.

HB  34. A n  A c t  e s t a b l i s h i n g  d u r a t i o n a l  r e s i d e n c y  requirements, not 
to e x c e e d  t w o  years, for r e c e i p t  of the p e r m a n e n t  fund d i v i d e n d  
and r e c e i p t  of b e n e f i t s  u n d e r  t h e  l o n g e v i t y  b o n u s  p r o g r a m

H B  34 w o u l d  i n c rease t h e  d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t  for the 
p e r m a n e n t  f u n d  d i v i d e n d  p r o g r a m  from 6 m o n t h s  to 2 years, and for 
the l o n g e v i t y  bonus p r o g r a m  from 1 y e a r  t o  2 years. T h e  bill 
provides t h a t  if a c o u r t  rules t h e  2 - y e a r  r e q u i r e m e n t  invalid, 
the r e q u i r e m e n t  is one year; if a court r u l e s  1 -year invalid, the 
re q u i r e m e n t  is t h e  l o n g e s t  d u r a t i o n  p e r m i t t e d  b y  law. C u r r e n t  
recipi e n t s  w o u l d  be " g r a n d f a t h e r e d  in".

HB 34 r a i s e s  c o n s t i t u t i o n a l  questions. T h e  D e p a r t m e n t  of Law 
fiscal n o t e  ($30,000) a n t i c i p a t e s  legal c h a l l e n g e  of t h e  bill.
The D e p a r t m e n t  of A d m i n i s t r a t i o n  fiscal n o t e  i n d i c a t e s  annual 
savings b a s e d  on fewer p e r s o n s  b e i n g  eligible.

Re c e n t  c o u r t  rulings on A l a s k a ' s  r e s i d e n c y  r e q u i r e m e n t s  include 
the Ve^it d e c i s i o n  w h i c h  s t r u c k  d o w n  the L o n g e v i t y  B onus 
r e q u i r e m e n t  of r e s i d e n c y  since statehood, t h e  Zobel d e c i s i o n  
w h i c h  s t r u c k  d o w n  the P e r m a n e n t  Fund D i v i d e n d  d i s b u r s e m e n t  
m e c h a n i s m  b a s e d  on n u m b e r  of y e a r s  of residency, a n d  t h e  A n d r e s s  
de c i s i o n  w h i c h  u pheld the A l a s k a  S t u d e n t  L o a n  r e q u i r e m e n t  of 
re s i d e n c y  for 2 years.

A s u m m a r y  of c u r r e n t  s t a t u t o r y  r e s i d e n c y  p r o v i s i o n s  is attached.
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subject HB 276 and the recent 
court d e c ision in 
Standard v. Schaible

A t t o r n e y  General

The r e c e n t  Ninth Circuit Court of A p p e a l s  d e c ision in
Standard v. S c h aible did n o t  resolve the bias issue -- it only 
delayed its resolution. Basically, the court r u l e d  that the 
issue was not "ripe", and that the federal courts w o u l d  rule on 
the issue only after the A l a s k a  courts h a d  the initial chance to 
decide w h e t h e r  there was u n c o n s t i t u t i o n a l  bias b e c a u s e  of the 
p o t e ntial impact of the A m e r a d a  Hess case on the amount of 
Permanent Fund dividends. The m atter was d i s m i s s e d  "without 
p rejudice" and w i t h  the express invitation to the Producers to 
come b a c k  to the federal courts if the State did not p r o v i d e  a 
fair and u n b i a s e d  forum for the r e s o l u t i o n  of the dispute. The 
N i n t h  Circuit Court of A p p eals stated:

In dismis s i n g  this m a t t e r  w i t h o u t  prejudice, the 
district court issued a challenge to the State of 
A l a s k a  to provide a forum w h i c h  w i l l  e n sure a fair 
trial b efore an u n b i a s e d  j udge and u n b i a s e d  jurors 
w i t h i n  a r e a s o n a b l e  time. The district court 
invited the Produ c e r s  "to r e o p e n  this federal 
case" if the State Officials fail to provide an 
u n b i a s e d  forum w i t h i n  a r easonable time. We 
applaud the district court's w i s e  r e s o l u t i o n  of a 
very delicate test of the joint r e s p o n s i b i l i t y  of 
state and federal courts to p r ovide e v e r y  p erson 
with due process.

The burden, therefore, is still on the State to
guara n t e e  a fair tribunal. W i t h o u t  p a s s a g e  of legislation, the 
S tate w o u l d  have to convince joth the state courts and the 
federal courts that the effect on Permanent Fund dividends does 
n o t  raise consti t u t i o n a l  p r o b l e m s . F a i l u r e  to convince either 
tribuanl w o u l d  r e sult in losing the state forum. In essence, the 
N i n t h  Circuiu Court of Appeals m e r e l y  p a s s e d  on the issue for the 
time being, reserving its look at the issue until after the state 
S u p erior Court and Supreme Court has a chance to m a k e  the initial 
j u d g m e n t .
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