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(Alaska jitate “legislature

"House of jHppreseniatiUes
House judiciary Committee

HOUSE JUDICIARY LETTER OF INTENT

HCS CSSB 213 (JuD)

P. 0. Box V
State Capitol
Juneau, Alaska 99811
(907) 4654990
(907)4654712

The Revisor of Statutes is requested to insert paragraph

(C) of Section 1. in a note under AS 22.20.020.

Chairman Dave Donley &

A//

Date:
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STATE OF ALASKA gill version: C 9S2 A <TP(M>
1991 LEGISLATIVE SESSIi~, 7/7 ,{7 ________

(S) Publish Date:

FI1 SCAL NOTE
REQUEST:
Revision Date: Affected Agency: Ak. Perm.Fund Corp -
Title: Act relating to transfers BRU: Ak. Perm. Fund Corp
to dividend fund
Sponsor: Rules/Gov. Components: Ak. Perm.Fund Corp
Requestor: Senate Finance

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)

OPERATING FY 92 FyY 93 FY 9< FY 95 FY 96 FY 97
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
FUNDING: (THOUSANDS OF DOLLARS)

General Fund
Federal Fund

Other
TOTAL ° 0 °o,° °©,° o o °© 2 o o
POSITIONS:
Full-Time -
Part-Time
Temporary
ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)

* Provisions of this bill will reduce the Permanent Fund Dividends

and retain monies within the corpus of the fund. See attached sheets

on P.F.D. and future growth PA-FT) corpus.

Senator Pat Fourchot, Co-chairman Date: 3-Apr-91

Senate Finance Committee

DISTRIBUTION (BY PREPARER REQUESTOR
LEGISLATIVE FINANCE OFFICE OF MANAGEMENT AND BUDGET
LEGISLATIVE SPONSOR AGENCY(IES)

PAGE 1 OF 7
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HOUSE CS FOR CS FOR SENATE BILL NO. 213 (JUDICIARY)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE JUDICIARY COMMITTEE

OlTered:
Referred:

Sponsors): SENATE RULES/GOVERNOR
A BILL

FOR AN ACT ENTITLED
"An Act relating to State v. Amerada Hess with respect to transfers to the dividend fund;

and providing for an effective date.”

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

* Section 1. INTENT, (a) The legislature intends that the issue raised by the defendants’ challenge
for cause in State v. Amerada Hess, et al., UU-77-847 Civ. (Superior Court, First Judicial District) be
resolved by the Alaska Supreme Court as quickly as possible so that the trial set for November 4, 1991,
is not delayed. The legislature, therefore, respectfully requests the Department of Law to seek immediate
review of the superior court ruling, and also requests the Alaska Supreme Court to issue a decision as
soon as possible, if necessary, in advance of a formal opinion.

(b) The legislature also requests that the state seek an early decision in this case on whether, in
light of Alaska Civil Rule 47(c)(12), ajuror must be disqualified, if the juror has no financial interest
in the outcome of the case other than that of a taxpayer or a permanent fund dividend recipient.

(c) It was not the intent of the legislature in enacting AS 22.20.022 to allow the disqualification

of ajudge, if the judge has no financial interest in the outcome of the case other than that of a taxpayer

1 HCS CSSB 213(ID)

New Texc Ur.aer lined IDELETED TEXT BRACKETED]



1 or a permanent fund dividend recipient.

23

* Sec. 2. AS 43.23.045(b) is amended to read:

(b) Notwithstanding AS 37.13.145 [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 under AS 37.13.140. [HOWEVER, INCOME EARNED ON MONEY
AWARDED AFTER TRIAL IN STATE V. AMERADA HESS, ET AL., 1JU-77-847 CIV.
(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 DISTRIBUTION TO THE DIVIDEND FUND, AND SHALL
BE ANNUALLY DEPOSITED INTO THE PRINCIPAL OF THE ALASKA PERMANENT

FUND.]

* Sec. 3. AS 43.23.045 is amended by adding a new subsection to read:

(e) Notwithstanding (b) of this section, income earned on money awarded in or received
as a result of State v. Amerada Hess, et al., 1JU-77-847 Civ. (Superior Court, First Judicial
District), including settlement, summary judgment, or adjustment to a royalty-in-kind contract that
is tied to the outcome of this case, or interest earned on the money, or on the earnings of the
money shall be treated in the same manner as other income of the Alaska permanent fund, except
that it is not available for distribution to the dividend fund, and shall be annually deposited into

the principal of the Alaska permanent fund.

* Sec. 4. AS 43.23.045(e), enacted by sec. 3 of this Act, is repealed on the day that the revisor of
statutes certifies to the legislature that the Alaska Supreme Court has made a final determination that,

in the absence of AS 43.23.045(e), added by sec. 3 of this Act, no judge or juror is disqualified from

24 serving as judge or juror solely because the judge or juror may qualify to receive a permanent fund

I25
26

dividend.
* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
HCS CSSB 213(UD) 2
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MEMORANDUM
DATE: March 29,1991

TO: Senator Pat Pourchot
Co-Chair, Senate Finance

FROM: Jim Kelly
Research )fficer
SUBJECT: Analysis of Senate Bill No. 213

Attached are two financial projections prepared by the Alaska Permanent
Fund Corporation at your request.

Financial Projection #1: This is the status quo case as of February 28,
1991. It provides the benchmark against which to compare and contrast
any changes to current law.

Financial Projection #2: This projection depicts the impacts of enacting
SB 213. The State Constitution mandates that the Fund receive at least
25 percent of all royalty-in-kind (RIK) payments received by the State. SB
213 would add the stipulation that all income earned on the Fund's share
of the RIK claims which are awarded after trial in State v. Amerada Hess
forever be excluded from Permanent Fund dividend calculations and
instead be deposited to Fund principal. For the purpose of this analysis, it
is assumed, in accordance with the Department of Law's most recent
estimates, that the RIK payment will be made on January 1, 1992 and
will total $62.5 million (25 percent of $250 million).

You specifically asked for an analysis which reflects the positive impact on
Permanent Fund principal of SB 213. Included on the following page is a
chart which provides that information in tabular form. By the year 2005,



SB 213
March 29,1991
Page 2

the difference in principal would total $223 million which is derived from
the following sources:

*initial deposit of $62.5 million;

* subsequent annual deposits of income earned on that deposit
totaling $165 million;

*the $4.5 million difference between $223 million and $227.5 million
($62.5 million plus $165 million) is accounted for by the increased
inflation-proofing shortfall in the case of SB 213. If there were no
inflation-proofing shortfalls in future years, the positive impacts on
principal under SB 213 would be even greater.

(inmillions of $)
Principel Principal
m  Status Quo SB213 Difference
a 10890 10890
® 11674 11,742 69
B 1265 2754 7
13757 13849 7]
1% 14912 15,018 106
16141 16,262 ”m
mr 17.3% 17,490 106
m 18587 18702 115
198 19831 19957 124
0 215 21,264 139
MM 2445 2618 153
m2 2388 2426 168
13 25,300 544 185
26,7% 26,998 208
- 28,357 28530 23



Alaska PermanentFund Corporation

FINANCIAL PROJECTIONS
(in millions)

as of February 28,1991
GROWTH OF FUND PRINCIPAL USE OF FUND INCOME
Decicated Inflation Distributions Reserves
FYBgn Apot  Sae  Iflaion  FYEnd Proofing Net Inflation~ Gereral Ad  FYEd
Bilance pralons Revenes* Prodfing  Balance  Shotfall Incora Divicenss Proofing Fund (Delete) Belance
0 5 5 2 1
% % 19 8 7
1D W 83 2 © i
&m0 €33 1,789 150 B 8 P
1 6D 40 2369 €3] 7 7 B
290 4D i) A 4 a1 m 2B W 1m0
4 3D 3% Bl 488 50 s B B
488 A0 €3] 25 54 663 27 2% 26 W
5741 3 26 63l 11 W A6 13
68l 134 10 B 704 100 el 148 59 59
764 418 W 8B 70 o W 2 @
8% 28 B 9n 83 6 D 4 4 65
9173 267 & 9sH a6 &8 & 4 @ 65
98 & 1928 481
m 1080 28 5% 11374 121 a1 F
S Uus54 B4 78 1235 1159 514 718
1265 W ™ 1377 1347 B 7R
1377 n 8 14312 1342 58 84
% 14w 35 a4 18U 1441 &
w18l 310 % 17B% 8 1345 0. 9B
% 1B 7 o 10887 18 1653 s I o
® 1B X ® 19w} B’ 1766 8B ®
Ip 1931 2 102 215 1% 1382 80 1012
2115 266 104 246 AP 2308 9 1374
m 24 % 11D W 25 2129 o 119
2388 26 126 2530 20 2360 1% 136
530 21 125 %1% X 236 110 135
7% 215 13w @y A 2335 11 13w
Qumuiab\veiti
For Fy 1901 -J
REALIZED RATE OF RETURN ASSUVPTIONS: * SOURCE: Dedicat edSaIeaIrwermesﬂneI&arefromﬂeDepaﬂMd
Revenue (DOR) Fall 1990 Low-Case Reverue Forecast
Norird  Inflation Rl . .
oriiliililii 85% ~ 541% 3% *The FY 86 Earmings Reserve Acoount end belance vies appropriated
FYaMiliiiiill - 850% 500% 350% the legislature tothe principal of the Pemrenent Fund effective July 1,1
FYBGEil 90 600% 300%

STATUSQLD



Alaska PermanentFund Corporation

FINANCIAL PROJECTIONS
(in millions)

as of February 28,1991
GROWTH OF FUND PRINCIPAL USE OF FUND INCOME
Dedlicated Inflation Distributions Reserves
FYBagn Apro- Sae  Infldin  FyEd Proofing Net Inflation Gereral Ad  Fybd
W Bilae prigios Revenues' Poofing  Balace  Shortfall Incore  Divicends Proofing Fund (Oete) Bolace
0 5 5 2 1
|33 A & 13 8 7
iico 1D H 83 2 12 12
] BB D ;3 170 150 73 7] D D
B 1 8 AD 2569 3B 7 pl B
m 2990 40 21 A 4 471 m A 10 1m0
m 42 3D %6 B 488 50 1w = B H
m 488 30 €3:) 25 5741 68 27 25 2 ™
m 5741 3 26 681 ol W A6 N B5%M
&7 68 1wmM* IO 8 76 10 cel 148 59 59
m 784 418 W 8B 70 o4 I8 ® =
m 85b 28 K30 9173 33 ) 30 4 4 65
9D 9B 267 B 96A a6 &8 B 4 @ 66
gilllii 1437 (ililH 1 IiUHil 1is 1itJ1s§ |l 509 RKIncome g g g | |11 43
i 1060 &% 28 Q% 1304 a1 5 3 1 477
B 1L 6 284 2 122 1165 54 72 6 () 4D
m 125 7 W ™ 1348 154 B 7 @ 30
5 1339 8 il & 15318 139 5 8 8 won 2B
i% 15018 9 35 P 163 1450 ® @ 9 (13) i
iy 1622 0 310 W W B 1554 707...99 D @)
% 1740 il <04 o B 16 1383 & 1
i 1800 i 7.5 ® 197 B® 1777 B ® DR
i 19%7 3 2 102 226 1B 13% g0 10 13
Y1 264 14 %% 104 2318 219 2317 o 1M 1
2 2618 16 X% 1B 4w 25 2144 o 118 B
iji3 2406 7 26 126 5% 0= 2376 1% 136 17
Y 5 10 21 124 288 20 2413 110 1374 19
5 2698 2 25 1% 2830 2B 2566 1 156 2
REALIZED RATE OF RETURN ASSUVPTIONS: * * Decicated Sate ail revenue estimetes are fromthe Dopartmenl of
Ra/eme(D(R) Fall 1990 LowrCase Revenue Forecast
Norird  Inflation Rl )
FYaL:iilitii - 856 541% 300% The FY 86 Eamings Reserve Acoourt endbaJameV\asqmrqonated
Fya:ililid - 850% 500% 35% the IegsJatuetotremmpalot Permanert Fund effective July 1,
FYOMS:[|[ij  900% 600% 3%

HENATEBLLND 213

3/28/91



WALTER J. HICKEL, GOVERNOR

REPLY TO;

DEPARTMENT OF LAW O 1031 W 4thAVENUE SUITE 200

ANCHORAGE , ALASKA 99501-1994
PHONE: (907) 276-3550

OFFICE OF THEATTORNEY GENERAL FAX: (907) 276-3697

O KEY BANK BUILDING
100CUSHMAN ST. SUITE 400
FAIRBANKS, ALASKA 99701-4679

PHONE: (907) 452-1568
March 27, 1991 FAX: (907) 456-1317

RO. BOX K- STATE CAPITOL
JUNEAU, ALASKA 99811-0300
PHONE: (307)465-3600

FAX: (907) 463-5295

The Honorable Pat Pourchot

Alaska State Senate

Co-Chairman Senate Finance Committee
P. 0. Box V

Juneau, AK 99811-3100

Re: Requested information
regarding SB 213

Dear Senator Pourchot

This letter is 1iIn response to your request this morning
respecting the fiscal 1impact of SB 213 on the permanent fund
dividend. The following chart, based on the Al ka Permanent
Fund Corporation®s model for calculation of dividends, sets forth
the approximate impact on individual dividends, were all of the
state"s RIK claims (which SB 213 would exclude from the dividend
stream) paid on January 1, 1992.

1991 $ 0.00
1992 0.19
1993 1.52
1994 2.79
1995 4.01
1996 5.19
1997 6.32
1998 6.55
1999 6.77
2000 7.13
2001 7.33
2002 7.51
2003 7.69
2004 8.01
2005 8.16

With adoption of SB 213 the 15-year total loss to a
permanent fund dividend recipient is approximately $79.17, having
a net present value of $37.65.



March 27, 1991

The Honorable Pat Pourchot
Page 2

Alaska State Senate
Should vyou wish further information, please do not
hesitate to contact my office.

Sincerely,

CHARLES E. COLE
ATTORNEY GENERAL

Sruce M. Botelhc
Assistant Attorney General

BMB:tg
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