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CS FOR SENATE BILL NO. 213 (FINANCE)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION 

BY T H E  SENATE FINANCE COM M ITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES/GOVERNOR
A BILL 

FOR AN ACT ENTITLED 

"A n 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 TH E LEGISLATURE O F TH E STATE O F ALASKA:

* 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 o f 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, o r received as a resu lt of. 

State v. Amerada Hess, et al., 1JU-77-847 Civ. (Superior Court, First Judicial District), including 

settlem ent, sum m ary judgment o r ad justm ent to a rovaltv-in-kind contract th a t is tied to 

the outcom e of this case, o r interest earned on the money, o r on the earnings o f 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 o f the Alaska permanent fund.

-1-
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1 * Sec. 2 . This Act takes effect immediately under AS 01.10.070(c).

CSSB 213(FIN) -2-
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OFFERED IN THE SENATE 

TO: SB 213

A M E N D M E N T

Page 1, line 1, after "relating to":

Insert "State v. Amerada Hess with respect to"

7-GS0101VU - 
Cook 

03/25/91

BY SENATOR ADAMS
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vC
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S T A T E  O F  A L A S K A '
1991 LEGISLATIVE SESSION

Revision Date: ___________________________
Tills: An A c t r e l a t i n g  to  t r a n s f e r s  to
d iv id e n d  fu n d ; and p r o v id in g  f o r  an
" e r m e i va dace-:

Bill Version: 5 5  .ft 3 / 3  
' (S) Publish Pate: S j i x f e /

/

Department Affected: A la s k a  Perm anent Fund Corp .
BRU: A la s k a  Perm anent Fund C o rp o ra t io n __________
Component: 7/109 ak Perm anent Fund C o rp o ra t io n

Requestor: bv r e q u e s t  o f  th e  G overno r COlVIPONENT SE RIAL NO. 0 1 0  9

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES -0- -0- -0- -0- -0- -0-
TRAVEL -0- -0- -0- -0- -0- -0-
CONTRACTUAL -0- -0- -0- . . tCL ... .. -0- -0-
SUPPLIES -0- -0- -0- -0- -0- -0-
EQUIPMENT -0- -0- -0- -0- -0- -0-
LAND & STRUCTURES -0 - -0- -0- ..... -Q- . - n - - n -  .
GRANTS. CLAIMS -0- -0- -0- -0- -0- -0-
m is c e lla n e o u s -0- -0- -0- -0- -0- -0-
TOTAL OPERATING -0- I . -0- -0- -0- -0- -0-

CAPITAL -0- — 1 0 1 I 0 1 I 0 1 1 0 1 \ 0 1

REVENUE -0- -0- -0- 1c11oi 1 _n-
FUNDING: (Thousands of Dollars)
GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- -o- -0- -0- -0- -0-
OTHER -0- -0- -0- -0- -0- -0-
TOTAL -0- -0- -0- -0- -0- -0-

POSITIONS:
FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME -0- -n- ....... r a - . .- r .. .-0- -o- - n -
TEMPORARY -0- -0- , “ 0- .  -o- .. - 0 - - n -

Estimate of current year impact:. -0 -

^i?Date:
Prepared By: Jim  K e l l y ,  R e sea rch  a I . la i s o n  O f f i c e r  Phone:
Division: A la s k a  Perm anen t Fund C^pop^W rm  S? ^  - —
Approved by Commissioner: ^
Agency: A la sk a  Perm anent Fund n n m r a H n n _____________________

1 9 07) 4p 5 -2 Q47

Date: - V 1f l/RI

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Rev 10/90 1Page of
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Alaska Permanent Fund Corporation
P.O. Box 4-1000 Juneau, A laska 99802-4100 

(907) 465-2047
11 '1

M E M O R A N D U M

DATE: March 29, 1991

TO: Senator Pat Pourchot
Co-Chair, Senate Finance

FROM: Jim  Kelly
Research )fficer

SUBJECT: Analysis o f Senate B ill No. 213

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

F in an c ia l P ro jection  #1: This is the sta tu s quo case as of February 28, 
1991. I t  provides the benchmark against which to compare and contrast 
any changes to current law.

F in an c ia l P ro jection  #2: This projection depicts the impacts of enacting 
SB 213. The State Constitution mandates that the Fund receive at least 
25 percent of a ll royalty-in-kind (RIK) payments received by the State. SB 
213 would add the stipu lation that a ll income earned on the Fund's share 
of the R IK  claims which are awarded after tr ia l in  State v. Amerada Hess 
forever be excluded from Permanent Fund dividend calculations and 
instead be deposited to Fund principal. For the purpose of th is ana lysis , it 
is assumed, in accordance w ith the Department of Law's most recent 
estimates, that the R IK  payment w ill be made on January 1, 1932 and 
w ill total $62.5 m illion (25 percent of $250 million).

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



SB 213
March 29, 1991 
Page 2

the difference in principal would to ta l $223 m illion which is derived from 
the following sources:

* in it ia l deposit of $62.5 m illion;

* subsequent annual deposits of income earned on that deposit 
to ta ling $165 m illion;

* the $4.5 m illion difference between $223 m illion and $227.5 m illion 
($62.5 m illion p lus $165 million) is accounted for by the increased 
inflation-px oofing shortfa ll in  the case of SB 213. I f  there were no 
inflation-proofing shortfa lls in  fu ture years, the positive impacts on 
principal under SB 213 would be even greater.

FY
Principal 

Status Quo

(in millions of $)

Principal 
SB 213 Difference

91
92
93

194
195
96

i-JZ,|98
99

10,890 10,890
11,674 11,742 69
12,675 12,754 79
13,757 13,849 92
14,912 15,018 106
16,141 16,262 121
17,386 17,490 105
18,587 18,702 115
19,831 19,957 127
21,125 21,264 139
22,465 22,618 153___
23,858 24,026 168
25,300 25,484 185
26,795 26,998 203
28,357 28,580 223



A laska  P erm anen t F u n d  Corporation
. FINANCIAL PROJECTIONS 

(in millions)

as of February 28,1991

G RO W TH O F F U N D  P R IN C IP A L

Dedicated Inflation
FY Begin Appro­ State Inflation FYEnd Proofing

:FY Balance priations Revenues* Proofinq Balance Shortfallm 0 54 54
•179 54 84 139
i:80 139 344 483
1:81 483 900 385 1,769
i;82 1,769 800 400 2,969
i:83 2,969 400 *i21 231 4,021
HB4 4,021 300 316 151 4,838
::B5 4,838 300 360 235 5,741
::86 5,741 323 216 6,281
1187 6,281 1,264 “ 170 148 7,864
1:88 7,864 418 303 8,585
i|B9 8,585 228 360 9,173
1:90 9,173 267 454 9,094

B 9,894 1 1 1 ! I S ! ! ! ! ! m i
1192 10,890 228 556 11,674
i;93 11,674 284 718 12,675
;:94 12,675 304 779 13,757
j:85 13,757 311 844 14,912
::96 14,912 315 914 16,141
:97 16,141 310 936 17,386 51
;;98 17,386 307 894 18,587 168
::99 18,587 292 952 19,831 181
;|;i0 19,831 282 1,012 21,125 195
iiiil 21,125 266 1,074 22,465 209
iii;2 22,465 255 1,139 23,858 225
:;::0 23,858 236 1,205 25,300 240
|!j:4 25,300 221 1,275 26,796 257
||::S 26,796 215 1,347 28,357 274
cumulative Jotals Projected
For FY.1991 • 200S :::ii|iiiii 3,824 14 202 1,739-

REALIZED RATE OF RETURN ASSUMPTIONS:

Nominal Inflation Real
FY 91S!l:|::!:|!|i|!|! 8.50% 5.41% 3.09%

8.50% 5.00% 3.50%
FY 93-05::>::::;:: 9.00% 6.00% 3.00%

STATUS QUO

USE O F F U N D  IN C O M E

D is t r ib u t io n s  R ese rves
Net

Income Dividends
Inflation
Proofinq

General
Fund

Add
(Delote)

FY End 
Balance 1

2 1
8 7

32 12 12 T,
150 28 28 59 59
368 71 71 185 244
471 108 231 110 110 354 i !
530 175 151 203 557 jj
658 217 235 206 763 n

1,021 303 216 501 1,264 " 1
1,069 391 148 529 529 i

789 424 303 62 591 n
868 460 360 4 44 635 n
916 487 454 4 (30) 605 . (

( I I I S I S 481 l l l i m i H I S <
1,021 477 556 113) 480 . i
1,159 514 718 (72) 408 i
1,247 553 779 (85) 323 i
1,342 598 844 (101) 222 i
1,441 652 914 (125) 98 • cV
1,545 707 936 (98) 71 : *
1,653 759 894 71
1,765 813 952 i
1,882 870 1,012
2,003 929 1,074
2,129 991 1,139 "T7
2,260 1,054 1,205
2,395 1,120 1,275
2,535 1,189 1,347 *T

i W i f i l j 11708 I B i ®
iBjijijjijiji-ijjj liiii

• SOURCE: Dedicaled Stale oil revenue estimates are from the Dopa/lment ol 
Revenue (DOR) Fall 1990 Lovv-Case Revenue Forecast.

** The FY 86 Earnings Reserve Account end balance was appropriated by 
the legislature to the principal of the Permanent Fund elfoctivo July 1,1906.

3/28/91



A la sk a  P e rm an e n t  F u n d  C o rpo ra t io n
FINANCIAL PROJECTIONS 

(in millions)
as of February 28,1991

G R O W TH  OF F U N D  P R IN C IP A L

Dedicated Inflation
FY Begin Appro­ State Inflation FY End Proofing

:FY Balance priations Revenues* Proofinq Balance Shortfallm 0 54 54
!!79 54 84 139
;iao 139 344 483
1:81 483 900 385 1,769
i;82 1,769 800 400 2,969
H83 2,969 400 421 231 4,021
i:84 4,021 300 366 151 4,838
;:B5 4,838 300 368 235 5,741
::8S 5,741 323 216 6,281
H87 6,281 1,264 170 148 7,864
i!C8 7,664 418 303 8,585
M89 8,585 228 360 9,173
i:90 9,173 267 454 9,894
| l U l i i i I S ! ! m i l i l i l l i i l i i s i
;:92 10,890 65 228 559 11,742
1193 11,742 6 284 722 12,754
i;94 12.7S4 7 304 704 13,849
1:95 13,649 8 311 850 15,018
i;96 15,018 9 315 921 16,262m 16,262 10 310 909 17,490 86m 17,490 11 307 894 18,702 175
::99 18,702 12 292 952 19,957 189
i=liO 19,957 13 282 1,012 21,264 203
1=1:1 21,264 14 266 1,074 22,618 219
iji:2 22,618 16 255 1,138 24,026 235
;i;:3 24,026 17 236 1,205 25,484 252
!!i;4 25,484 19 221 1,274 26,998 270
j:j;5 26,998 21 215 1,346 28,580 288
Cumulative Totals Projected
FY 1991 > 2005: 3,824 HI: I!ji14jf98! liiiiiliiiiiiiiiiiiii t,916

REALIZED RATE OF RETURN ASSUMPTIONS:

Nominal Inflation Real
FY 91 8.50% 5.41% 3.09%
FY 92:'i:i:|j:jjj:!j:i 8.50% 5.00% 3.50%
FY 93-05::: i:::- 9.00% 6.00% 3.00%

SENATE BILL NO. 213

USE O F FU N D  IN C O M E  

D is t r ib u t io n s  R ese rves
Net

Income Dividends
Inflation
Proofinq

General
Fund

Add
(Delete)

FY End 
Balance r-

2 1
8 7 ;•

32 12 12
150 28 28 59 59
368 71 71 185 244
471 108 231 110 110 354
530 175 151 203 557
658 217 235 206 763

1,021 303 216 501 1,264 "
1,069 391 148 529 529
789 424 303 62 591
868 460 360 4 44 635
916 487 454 4 (30) 605
928 i l l ! M i l Rlldncomeii i l l i H P ! {

1,024 477 559 3 (16) 477
1,165 514 722 6 (76) 400
1,254 553 784 7 (90) 310
1,349 593 850 3 (107) 203
1,450 652 921 9 (132) 72
1,554 -.707 909 10 (72)
1,663 759 894 11
1,777 813 952 12
1,895 670 1,012 13
2,017 929 1,074 14
2,144 991 1,138 16
2,276 1,054 1,205 17
2,413 1,120 1,274 19
2,556 1,189 1,346 21

I I I i l i l l l l B ® ! 14,198 165 !|i

* SOURCE: Dedicated Stale oil rovonuo estimates ore from the Dopartmont of 
Revenue (DOR) Fall 1990 Low-Caso Rovonuo Forecast.

** The FY 86 Earnings Roservo Account end balance was appropriated by 
the legislature to the principal of the Permanent Fund effective July 1,1986.

3/2R'91



REPLY TO:

WA'.TER J. HICKEL, GOVERNOR

D E P A R T M E N T  O F  L A W □  1031 W 4th AVENUE SUITE203 
ANCHORAGE, ALASKA 99'j01-1994 
PHONE: (907) 276-3550 
FAX: (907) 276-3697OFFICE OF THE ATTORNEY GENERAL

□  KEY BANK BUILDING
100 CUSHMAN ST. SUITE 400 
FAIRBANKS, ALASKA 99701-4679 
PHONE: (907)452-1568 
FAX: (907)456-1317

M a r c h  27, 1 9 9 1

0 ^P.O. BOX K -P.O. BOX K -  STATE CAPITOL 
JUNEAU, ALASKA 99811-0300 
PHONE: (907)465-3600 
FAX: (907) 463-5295

T h e  H o n o r a b l e  P a t  P o u r c h o t  
A l a s k a  S t a t e  S e n a t e

C o - C h a i r m a n  S e n a t e  F i n a n c e  C o m m i t t e e  
P. 0. B o x  V

J u n e a u ,  A K  9 9 8 1 1 - 3 1 0 0

T h i s  l e t t e r  is i n  r e s p o n s e  t o  y o u r  r e q u e s t  t h i s  m o r n i n g
r e s p e c t i n g  t h e  f i s c a l  i m p a c t  o f  S B  2 1 3  o n  t h e  p e r m a n e n t  f u n d  
d i v i d e n d .  T h e  f o l l o w i n g  c h a r t ,  b a s e d  o n  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 ' s  m o d e l  f o r  c a l c u l a t i o n  o f  d i v i d e n d s ,  s e t s  f o r t h  
t h e  a p p r o x i m a t e  i m p a c t  o n  i n d i v i d u a l  d i v i d e n d s ,  w e r e  a l l  o f  t h e  
s t a t e ' s  R I K  c l a i m s  ( w h i c h  S B  2 1 3  w o u l d  e x c l u d e  f r o m  t h e  d i v i d e n d  
s t r e a m )  p a i d  o n  J a n u a r y  1, 1992.

Re: R e q u e s t e d  i n f o r m a t i o n
r e g a r d i n g  S B  2 1 3

D e a r  S e n a t o r  P o u r c h o t

1 9 9 1
1 9 9 2
19 9 3
19 9 4
1 9 9 5
1 9 9 6
1997

19 9 8

1999
2000  
2001 
2002
2 0 0 3
2 0 0 4

2 0 0 5

$ 0 . 0 0
0 . 1 9
1 . 5 2
2 . 7 9
4 . 0 1  

5 . 1 9
6 . 3 2  

6 . 5 5  
6 . 7 7  

7 . 1 3
7 . 3 3  
7 . 5 1  
7 . 6 9

8 . 0 1  
8 . 1 6

W i t h  a d o p t i o n  o f  S B  2 1 3  t h e  1 5 - y e a r  t o t a l  l o s s  t o  a 
p e r m a n e n t  f u n d  d i v i d e n d  r e c i p i e n t  is a p p r o x i m a t e l y  $ 7 9 . 1 7 ,  h a v i n g  
a n e t  p r e s e n t  v a l u e  o f  $ 3 7 . 6 5 .



T h e  H o n o r a b l e  P a t  P o u r c h o t  
A l a s k a  S t a t e  S e n a t e

March 27, 1991
Page 2

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

S i n c e r e l y ,

C H A R L E S  E. C O L E  
A T T O R N E Y  G E N E R A L

A s s i s t a n t  A t t o r n e y  G e n e r a l



•'HP I-  ’ ?L 14 :10  - 4,’ ICH T6I-4376 P . 2 5

C A P T A I N C H A P T E RC O O K
ar affiliate of

T h e  R e t i r e d  O f f i c e r s  A s s o c i a t i o n  

P.O. B O X  772 
E l m e n d o r f  A F B , A l a s k a  9 9 5 0 6 - 0 7 7 2

24 M a r c h  1991

T h e  H o n o r a b l e  J a y  K o r c t u l a  
C o - C h a i r m a n

S e n a t e  F i n a n c e  C o m m i t t e e
P . O .  B o x  V
J u n e a u ,  A l a s k a  S 9 8 1 1

D e a r  S e n a t o r  K e r t t u l a ,

T h e  m e m b e r s  of t h e  C a p t a i n  C o o k  C h a p t e r  of T h e  R e t i r e d  

O f f i c e r s  A s s o c i a t i o n  (TROA) w o u l d  l i k e  t o  t a k e  th i s  
o p p o r t u n i t y  to t h a n k  y o u  f o r  y o u r  c o n t i n u i n g  f i n e  w o r k  in 
s u p p o r t  o f  v e t e r a n s  n e e d s .  In p a r t i c u l a r ,  w e  w o u l d  l i k e  to 
t h a n k  y o u  f o r  s p o n s o r i n g  S e n a t e  B i l l s  44 a n d  45.

T h e  R e t i r e d  O f f i c e r s  A s s o c i a t i o n  is a n a t i o n a l  o r g a n i z a t i o n  
c o m p r i s e d  of r e t i r e d  m e m b e r s  of t h e  o f f i c e r  c o r p s  f r o m  t h e  
s e v e n  u n i f o r m e d  s e r v i c e s  of t h e  U n i t e d  S t a t e s  (Army, N a v y .  
A i r  F o r c e ,  M a r i n e  C o r p s ,  C o a s t  G u a r d ,  N O A A  a n d  N H S ). T h e r e  

a r e  n e a r l y  a h a l f  m i l l i o n  m e m b e r s  n a t i o n a l l y  a n d  s o m e  400 in
A l a s k a .  T h e  C a p t a i n  C o o k  CliapLci is Llie s i n y l e  T R O A  c h a p t e r
in t h e  s t a t e .  T h o s e  T R O A  m e m b e r s  w h o  a r e  n o t  t r u l y  r e t i r e d  

i n c l u d e  a l a r g e  n u m b e r  of m a n a g e r s  a n d  p r o f e s s i o n a l s  w o r k i n g  
a t  s e c o n d  c a r e e r s .  W e  h a v e  in o u r  c h a p t e r  m e n  a n d  w o m e n  w h o  
f i l l  p o s i t i o n s  in t h e  c o m m u n i t y  v a r y i n g  f r o m  D e a n s  of 
C o l l e g e s  t o  E n g i n e e r s  a n d  D o c t o r s .

T R O A  m e m b e r s  a r e  o n l y  t h e  t i p  of t h e  i c e b e r g ,  h o w e v e r .  
R e c o r d s  s h o w  5 0 0 0  p l u s  D o D  r e t i r e e s  in A l a s k a  w i t h  
a p p r o x i m a t e l y  300 l i s t e d  ac d i s a b l e d .  Y o u r  r e c o r d s  s h o w  
b e t w e e n  63 a n d  73 t h o u s a n d  t o t a l  v e t e r a n s  in t h e  s t a t e  
r e t i r e d  a n d  s i m p l y  s e p a r a t e d .  T h a t  is a s i z a b l e  c l i e n t e l e  
n o  m a t t e r  h o w  it is c l a s s i f i e d .

T h e  R e t i r e d  O f f i c e r s  A s s o c i a t i o n  s e r v e s  t h e  n e e d s  of o u r  
m p m h p n :  in a v a r i e t y  of w a y s .  TP.OA a c t s  in p o l i t i c a l
s u p p o r t  o r  o p p o s i t i o n  to i s s u e s  of c o n c e r n  on b o t h  t h e  

n a t i o n a l  a n d  s t a t e  l e v e l s .  In t h e  p a s t ,  w e  h a v e  b e e n  m o r e  
a c t i v e  a t  t h e  n a t i o n a l  l e v e l  t h a n  h e r e  in A l a s k a .  T h e  

p r o p o s e d  v e t e r a n ' s  h o m e  in S B  44 a n d  45 is a p r o j e c t  w h i c h  
t h e  C a p t a i n  C o o k  C h a p t e r  h a s  h a d  a s  a l o n g  t e r m  o b j e c t i v e  
s i n c e  its i n c e p t i o n .  W e  r e c o g n i z e  t h e  g r e a t  n e e d  f o r  an 
e x t e n d e d  c a r e  f a c i l i t y  in A l a s k a  f o r  v e t e r a n s .
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A t  o u r  b i - m o n t h l y  m e e t i n g  h e l d  l a s t  S a t u r d a y ,  S B  44 a n d  45
w e r e  d i s c u s s e d .  T h e  m e m b e r s h i p  p r e s e n t  v o t e d  u n a n i m o u s l y  t o

s u p p o r t  t h e  p a s s a g e  of b o t h  b i l l s .  F u r t h e r ,  I w a s  d i r e c t e d  
to m a k e  t h a t  s u p p o r t  a m a t t e r  of r e c o r d  t h r o u g h  t h i s  l e t t e r .

A l a s k a n  V e t e r a n s  h a v e  a l w a y s  h a d  t o  g o  " o u t s i d e "  f o r  c a r e  in
t h e i r  d e c l i n i n g  y e a r s  a n d  w h e n  t h e y  w e r e  in ill h e a l t h .  As 
h a s  b e e n  n o t e d  in c o r r e s p o n d e n c e  p r o v i d e d  b y  y o u r  o f f i c e  on 

t h e  s u b j e c t ,  t h e  90 d a y  l i m i t a t i o n  i m p o s e d  b y  t h e  V A  
p r e c l u d e s  r.he l o n g  t e r m  c a r e  w h i c h  is o f t e n  n e e d e d .  T h e r e  
w e l l  m a y  b e  u n u s e d  b e d s  a v a i l a b l e  in s t a t e  h e a l t h  c a r e
f a c i l i t i e s  a s  n o t e d  b y  t h o s e  o b j e c L i n y  t o  t h e  b i l l s .  T h e

p r o b l e m  is t h e  c o s t  of t h e s e  f a c i l i t i e s  if, in f a c t ,  b e d s  do
e x i s t  in t h e  q u a n t i t i e s  n e c e s s a r y  to s o l v e  t h e  p r o b l e m  of 

v e t e r a n s  in n e e d .  W h e n  w e  w e r e  l o o k i n g  i n t o  t h e  p r o b l e m  
a c t i v e l y  l a s t  y e a r ,  it b e c a m e  a p p a r e n t  t h a t  e v e n  o n  t h e  
r e t i r e d  p a y  of 0 - 5 ' s a n d  0 - 6 's ( L T C O L  a n d  C O L )  w e  c o u l d  n o t  

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

It h a s  b e e n  s u g g e s t e d  t h a t  it m i g h t  b e  p o s s i b l e  to g e t  
a d d i t i o n a l  s u p p o r t  f r o m  t h e  V A  f o r  h o m e  c a r e  o r  m o r e  f u n d s  

f o r  c o m m u n i t y  s e r v i c e  p r o g r a m s .  R e t i r e d  L T C O L  W e b s t e r ,  o u r  
c h a p t e r  p r e s i d e n t ,  j u s t  r e t u r n e d  f r o m  a N a t i o n a l  T R O A  

C o n f e r e n c e  in W a s h i n g t o n .  L o n g  t e r m  c a r e  f a c i l i t i e s  w e r e  
n o t  d i s c u s s e d ,  p e r  se, b u t  t h e  g e n e r a l  t e n o r  of c o m m e n t a r y  
f r o m  o u r  T R O A  r e p r e s e n t a t i v e s  w h o  w o r k  d i r e c t l y  w i t h  t h e  
p e o p l e  o n  t h e  h i l l  is t h a t  a n y  e x t e n s i o n s  in v e t e r a n s  c a r e  
a r e  v e r y  u n l i k e l y .  In f a c t ,  w e  a r e  t r y i n g  t o  h o l d  t h e  l i n e  
on w h a t  w e  h a v e ,  n a t i o n a l l y .  T h e  p o s i t i o n  v e  a r e  t a k i n g  
n a t i o n a l l y  is t h a t  w e  w i l l  p a y  o u r  w a y ,  b u t  d o n ' t  a s k  f o r

m o r e  t h a n  o u r  s h a r e .  C O L A  is a c a s e  in p o i n t  w h i c h  h a s  b e e n

a d d r e s s e d  in A l a s k a  S e n a t e  J o i n t  R e s o l u t i o n  15 t h i s  s e s s i o n .

T h e  s i n g l e  l a r g e s t  i t e m  in t h e  f e d e r a l  b u d g e t  is d e b t  

s e r v i c e  - i n t e r e s t  o n  e x i s t i n g  l o a n s .  U n d e r  t h e s e  
c o n d i t i o n s ,  e x t e n d e d  c a r e  f o r  v e t e r a n s  is a t  b e s t  u n l i k e l y .  
F u r t h e r ,  I u n d e r s t a n d  t h a t  if h o m e  c a r e  is e x p a n d e d ,  it 

w o u l d  h a v e  to be e x p a n d e d  in 22 o t h e r  s t a t e s  to r e m a i n  

e q u a t a b l e .  T h i s  s i m p l y  is n o t  g o i n g  t o  h a p p e n .

T h e  o n e  t h i n g  w h i c h  w e  s e e  as n o t  b e i n g  a d d r e s s e d  in t h e
p r o p o s a l  o u t l i n e  s u p p l i e d  b y  y o u r  s t a f f  is t h e  p r o b l e m  of 
s p o u s e s .  If t h e  v e t e r a n  o c c u p y i n g  a r e s i d e n t i a l  o r  n u r s i n g  
o e a  in o n e  n o m e  n a s  a s u r v i v i n g  s p o u s e ,  w i n  ne o r  s n e  De 

a b l e  to s h a r e  t h e  f a c i l i t y ?  V e r y  o f t e n  t h e  p r e s e n c e  of a 
s p o u s e  o r  h e r  o r  h i s  a b s e n c e  w i l l  m a k e  t h e  d i f f e r e n c e  

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

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



W e  h a v e  no p r o b l e m s  w i t h  t h e  v e t e r a n  p a v i n g  h i s  o r  h e r  o w n  

w a y ,  s u b j e c t  to a v a i l a b i l i t y  of r e s o u r c e s .  G i v e n  t h e  
s p e c i f i c  a v a i l a b i l i t y  of t o t a l  r e s o u r c e  vs need, i n d i v i d u a l  
p a y m e n t s  c a n  a n d  s h o u l d  b e  m a d e .  T h i s  a r e a  n e e d s  
c l a r i f i c a t i o n  in e i t h e r  b i l l  o r  r e g u l a t i o n ,  h o w e v e r .

T R O A  m e m b e r s  w h i l e  on a c t i v e  d u t y  w e r e  p r o f e s s i o n a l s .  W e  
s e r v e d  as / o u r  r e g u l a r  f o r c e s  a n d ,  in w a r t i m e ,  v e r y  o f t e n  

b o u g h t  t h e  t i m e  n e c e s s a r y  f o r  t h e  n a t i o n  t o  g e a r  up. F o r  
t h i s  w e  r e c e i v e  a p e n s i o n .  O u r  s i t u a t i o n  is no d i f f e r e n t ,  
h o w e v e r ,  f r o m  t h e  V i e t N a m  e x - d r a f t e e  w i t h  t w o  y e a r s  a c t i v e  
d u t y  in T h e  S a i n t  F r a n c i s  S h e l t e r  in A n c h o r a g e ,  w h e n  e i t h e r  
of us is ill, o l u  o r  j u s t  b e y o n d  o u r  c a p a b i l i t y  to c o p e .

W e  p a i d  o u r  d u e s .  W e  t h a n k  y o u  a n d  l i k e - m i n d e d  l e g i s l a t o r s  
f o r  y o u r  s u p p o r t  in p l a n n i n g  a v e t e r a n s  h o m e  - a h a v e n  f o r  
t h o s e  le s s  f o r t u n a t e  t h a n  w e  - w h o  a l s o  p a i d  th,?ir d u e s .

I h a v e  c o p i e d  t h i s  l e t t e r  to all m e m b e r s  of t h e  S t a t e  S e n a t e  

a n d ,  o n  b e h a l f  of a l l  A l a s k a  V e t e r a n s ,  a n d  A l a s k a n  m e m b e r s
n f T'Oni aolc t-'nat- 44 snci 45 bo c u p p o r t o d  in o o m m i t t o o  and.
p a s s e d  on t h e  f l o o r .

P.W. B e n e d i k t s s o n  
C D R  U S N  R e t

C h a i r m a n  L e g i s l a t i v e  C o m m i t t e e

cc: M e m b e r s  of T h e  A l a s k a  S e n a t e

S t a t e  D i r e c t o r  of V e t e r a n s  A f f a i r s
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T h e  H o n o r a b l e  R i c h a r d  I. E l i a s o n  
P r e s i d e n t  o f  t h e  S e n a t e  

P . O .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  P r e s i d e n t  E l i a s o n :

U n d e r  t h e  a u t h o r i t y  o f  A r t i c l e  III, s e c t i o n  18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  t r a n s f e r s  t o  
t h e  p e r m a n e n t  f u n d

T h e  b i l l  h a s  o n e  p u r p o s e :  t o  p r e v e n t  a n y  m o n i e s  r e l a t e d  t o  t h e

N o r t h  S l o p e  R o y a l t y  c a s 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 .  T h i s  m e a s u r e  is n e c e s s i t a t e d  b y  a c o u r t  r u l i n g  
t h a t  t h e  c u r r e n t  s t a t u t e ,  A S  4 3 . 2 3 . 0 4 5 ( b ) ,  d o e s  n o t  s u f f i c i e n t l y  
e l i m i n a t e  t h e  r i s k  o f  u n c o n s t i t u t i o n a l  b i a s .  F a i l u r e  t o  
e l i m i n a t e  it w o u l d  r e q u i r e  A l a s k a  c o u r t s  t o  b e  d i s q u a l i f i e d  f r o m  
h e a r i n g  t h e  N o r t h  S l o p e  R o y a l t y  c a s e  ( m o r e  p o p u l a r l y  k n o w n  a s  t h e  
A m e r a d a  H e s s  c a s e ) .

T h i s  i s s u e  w a s  f i r s t  r a i s e d  i n  1 9 8 7  w h e n  t h r e e  o i l  c o m p a n y  
d e f e n d a n t s  f i l e d  a l a w s u i t  i n  f e d e r a l  d i s t r i c t  c o u r t  t o  e n j o i n  
t h e  A m e r a d a  H e s s  c a s e  f r o m  p r o c e e d i n g  t o  t r i a l  i n  a n y  c o u r t  i n  
A l a s k a .  T h e y  c l a i m e d  t h a t  t h e y  c o u l d  n o t  r e c e i v e  a f a i r  t r i a l  i n  
A l a s k a  b e c a u s e  e v e r y  j u d g e  a n d  j u r o r  h a d  a f i n a n c i a l  i n t e r e s t  i n  
t h e  o u t c o m e  o f  t h e  c a s e  b y  r e a s o n  o f  t h e i r  r e s p e c t i v e  a n n u a l  

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

J.n J u n e ,  198 8 ,  t h e  f e d e r a l  d i s t r i c t  c o u r t  d i s m i s s e d  t h e  a c t i o n ,  
r u l i n g  t h a t  t h e  d u e  p r o c e s s  i s s u e  m u s t  b e  a d d r e s s e d  i n  t h e  s t a t e  
c o u r t  b e f o r e  i t  m a y  b e  a s s e r t e d  i n  t h e  f e d e r a l  c o u r t .  T h e  
c o m p a n i e s  a p p e a l e d .  A t  o r a l  a r g u m e n t  i n  M a r c h ,  1 9 8 9  t h e  N i n t h  
C i r c u i t  C o u r t  o f  A p p e a l s  e n c o u r a g e d  t h e  p a r t i e s  t o  s e e k  a 
l e g i s l a t i v e  s o l u t i o n .  G o v e r n o r  C o w p e r  i m m e d i a t e l y  s o u g h t  
c o r r e c t i v e  l e g i s l a t i o n ,  u l t i m a t e l y  a d o p t e d  a s  ch. 38, S L A  1 9 8 9 ,  
a n d  s i g n e d  i n t o  l a w  o n  M a y  12, 1 9 8 9 .  i t  p r o v i d e d  t h a t :
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i n c o m e  e a r n e d  o n  m o n e y  a w a r d e d  a f t e r  t r i a l  in 
S t a t e  v. A m e r a d a  H e s s ,  e t  a l . ,  1 J U - 7 7 - 8 4 7  C i v .  
( S u p e r i o r  C o u r t ,  F i r s t  J u d i c i a l  D i s t r i c t )  s h a l l  b e  
t r e a t e d  i n  t h e  s a m e  m a n n e r  as o t h e r  i n c o m e  o f  t h e  
A l a s k a  p e r m a n e n t  fun d ,  e x c e p t  t h a t  i t  is n o t  
a v a i l a b l e  f o r  d i s t r i b u t i o n  t o  t h e  f u n d ,  a n d  s h a l l  
b e  a n n u a l l y  d e p o s i t e d  i n t o  t h e  p r i n c i p a l  o f  t h e  
A l a s k a  p e r m a n e n t  fund.

I n d e p e n d e n t l y ,  o n  A p r i l  12, 1989, t h e  N i n t h  C i r c u i t  a f f i r m e d  t h e  
d i s t r i c t  c o u r t ' s  d i s p o s i t i o n  o f  t h e  m a t t e r ,  r e q u i r i n g  t h e  o i l  
c o m p a n i e s  t o  r a i s e  t h e  i s s u e  o f  d i s q u a l i f i c a t i o n  i n  t h e  s t a t e  
s u p e r i o r  c o u r t .  T h e  c o m p a n i e s  s o u g h t  f u r t h e r  r e v i e w  b y  t h e  
U n i t e d  S t a t e s  S u p r e m e  C o u r t ,  b u t  t h e i r  p e t i t i o n  w a s  d e n i e d .

F i n a l l y ,  l a s t  O c t o b e r  t h e  c o m p a n i e s  f i l e d  t h e  l o n g  a w a i t e d  m o t i o n  
t o  d i s q u a l i f y  t h e  A l a s k a  c o u r t s .  O r a l  a r g u m e n t s  w e r e  h e a r d  o n  
F e b r u a r y  21. O n  M a r c h  14, J u d g e  C a r p e n e t i  i s s u e d  h i s  r u l i n g  i n  
w h i c h  h e  h e l d  t h a t  A S  4 3 . 2 3 . 0 4 5 ( b )  r e m o v e s  m o s t ,  b u t  n o t  a l l ,  of 

t h e  s o u r c e s  of r e v e n u e  f l o w i n g  t o  t h e  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  t h a t  c r e a t e s  t h e  b i a s .  H e  a l s o  f o u n d ,  h o w e v e r ,  t h a t  t h e  
s t a t u t e  f a i l e d  t o  p r e v e n t  a d d i t i o n a l  m o n i e s  f r o m  g o i n g  t o  t h e  
f u n d  a s  a r e s u l t  o f  t h e  s o - c a l l e d  A m e r a d a  H e s s  p r i c e  a d j u s t m e n t  

c l a u s e s  i n  r o y a l t y - i n - k i n d  (RIK) c o n t r a c t s .  A c c o r d i n g  t o  J u d g e  
C a r p e n e t i ,  t h i s  f a i l u r e  t o  d e a l  w i t h  R I K  r e c o v e r i e s  w o u l d  r e q u i r e  
t h e  A l a s k a  c o u r t  t o  d i s q u a l i f y  i t s e l f .  T h e  c o u r t  c o n c l u d e d :

T h e  c o u r t ' s  d e c i s i o n  w i l l  b e c o m e  f i n a l ,  u n l e s s ,  
w i t h i n  75 d a y s  o f  t h e  d a t e  o f  t h i s  o r d e r ,  t h e  
l e g i s l a t u r e  e n a c t s  c u r a t i v e  l e g i s l a t i o n ;  t h a t  is, 
l e g i s l a t i o n  w h i c h  c l e a r l y  a n d  e x p l i c i t l y  p r e c l u d e s  

A l a s k a  P e r m a n e n t  F u n d  m o n i e s  r e a l i z e d  b y  t h e  s t a t e  
a s  a r e s u l t  of " A m e r a d a  H e s s  c o n t r a c t  a d j u s t m e n t s "  
i n  R I K  c o n t r a c t s ,  o r  i n t e r e s t  e a r n e d  o n  s u c h  
m o n i e s ,  o r  o n  t h e  e a r n i n g s  o f  s u c h  m o n i e s ,  f r o m  
b e i n g  p l a c e d  i n  t h e  d i v i d e n d  f u nd.

T h e  a t t a c h e d  b i l l  s p e c i f i c a l l y  a d d r e s s e s  J u d g e  C a r p e n e t i ' s  r u l i n g  
r e s p e c t i n g  t h e  R I K  a d j u s t m e n t s ,  b u t  a l s o  a f f i r m s  t h e  b r e a d t h  o f  
c o v e r a g e  J u d g e  C a r p e n e t i  e x p l i c i t l y  f o u n d  a l r e a d y  e x i s t e d  in 

A S  4 3 . 2 3 . 0 4 5 ( b ) ,  t h u s  e l i m i n a t i n g  a p o t e n t i a l  a p p e a l  b y  t h e  . 
c o m p a n i e s .  E a r l y  a c t i o n  o n  t h i s  b i l l  w i l l  a g a i n  g u a r a n t e e  t h a t  

A l a s k a  c o u r t s  w i l l  d e c i d e  t h i s  c a s e .  It is s l a t e d  f o r  t r i a l  i n  
J u n e a u  b e g i n n i n g  N o v e m b e r  4, 1991.

G o v e r n o r



J u d g e  steps aside in state’s suit for oil royalties
E f f e c t  o f  d e c i s i o n  o n  p e r m a n e n t  f u n d  b r i n g s  u p  c o n f l i c t  o f  i n t e r e s t  f o r  A l a s k a  j u r i s t s ,  C a r p e n e t i  r u l e s

By DAVID POSTMAN
Daily Nev/s reporter

J U N E A U  -  T he  ju d g e  
who h a s  been hear ing the  
s t a t e ’s r o y a l l y  l a w s u i t  
again s t  A la s k a  oil producers  
for e igh t  yea rs  s^ys he m us t  
d i squal i fy  h imself  because a 
v ictory for the  s ta te  could 
mean bigg er  pe r m an en t  fund 
dividends  for  h im a n d ^ h i s  
family.

In fact,  Sup er io r  Cour t  
Judge Wal ter  Carpenet i  said 
in a ru l ing released Fr iday,  
‘Th e i m p a r t i a l i t y  of a n j  

Alaska judge in this l i t iga­

t io n  m i g h t  r e a s o n a b l y  be 
q u e s t i o n e d ,  r e q u i r i n g  d i s ­
qual i f i ca t ion.”

Carpenet i  agreed w i t h  the  
oil companies  in the  $580 
mil l ion  roy al ty  case t h a t  if 
the s t a t e  wins  a ju d g m en t  
agains t  the  companies ,  some 
of the  money wou ld  go to 
the  A la s k a  P e rm a n e n t  Fun d 
and t r ick le  down to  each 
A la s k a n  wh o  receives an  an ­
nual  d iv idend f rom th e  oil 
revenue savings  account.

In the  lawsui t ,  f i led in 
1977, the  s ta t e  c laims Nort h  
Slope oil producers  shor ted

it  $902 mil l ion in royalt ies  
f rom the  Pru dhoe  B ay  and 
K u p a r u k  R ive r  oil f ields  b e ­
tween  1977 and 1986.

“ We are  p leased wi th  the  
decis ion,” sa id J i m  Palmer ,  
spokesman  for  B P  E x p lo r a ­
t i o n  ( A la s k a ) .  T h e  s t a t e  
c laims BP  owes $321 mill ion,  
the larges t  re ma in in g  claim.

A t to rn ey  Genera l  Char l ie  
Cole said the  oil  companies  
have a double  s t anda rd .

“ I ’m di sappointed  the  m a ­
j o r  producers  use  the  A lask a  
judicia l  sys tem for  the  p ros­
e c u t i o n  of  t h e i r  c l a i m s

agains t  th e  s t a t e  an d  others  
but,  when  th e  s t a t e  sues 
them,  they c laim they  c a n ’t 
ge t  t r e a t e d  f a i r l y , ” Cole 
said.

“ The s t a t e  is every  bi t  
prepared to ca rry  on the  
l i t igat ion ag a in s t  th em  in 
Coos Bay,  Oregon,  or  Boze­
man,  Montana,  o r  an y w h er e  
else."

The oil  companies  have  
been t ry ing  to get  the  case, 
know n as A m e r a d a  Hess, 
out of A lask a  for  f ou r  years .  
In 1987, the  oil producers  
went  to federa l  cour t  to a r ­

gue t h a t  A la s k a  judges  and 
jur ies  would  be pre judiced 
aga ins t  t h e i r  case because a 
j u d g m en t  would  boost p e r ­
m a n e n t  fund dividends .

Th e federa l  cour ts  s a id  it  
was  a m a t t e r  for  the  s t a t e  
cour ts  to deal  wi th .  B u t  th e  
p r o b l e m  a p p e a r e d  to  g o .  
a w a y  in 1989 when the  legis- ’ 
l a t u r e  p a s s e d  a b i l l  t h a t  
wou ld  keep money won  in 
the  su i t  f rom  going to p e r ­
m a n e n t  fund dividends .

But  the  leg is la ture  did no t
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address  all the  implica t ions 
of  a s ta te  victory.

During the per iod covered 
in  the  suit ,  the  s ta t e  took 
p a r t  of its royal t ies  f rom the  
oil companies  in cash and 
p a r t  in oil. The s t a t e  in t u m  
sold i ts roya l ty  oil to ref in­

eries and a F a i rb a n k s  elec­
trical  ut il i ty.

The oil companies  argued 
th a t  if the  s ta te  won and  the 
court  agreed the  roya l ty  oil 
was  underpr iced,  the  re f iner­
ies  a n d  t h e  u t i l i t y  w h o  
bought  f rom the  s t a t e  would  
be  required  to m a k e  up  the  
difference on t h e i r  contracts.

And that ,  according to cour t 
tes t imony,  woul.* am o u n t  to 
$300 mill ion  f lowing to the 
state,  p a r t  of which would  
m ak e  i ts w ay  into the  Alas­
ka  Pe rm an e n t  Fund.

Th at  would  m e a n  a per- 
person increase  of $81 in the .  
total  of p e r m a n e n t  fund div­
idends  pa id  ove r  the  next  15

years,  according to oil com­
p an y  tes t imony.  Tha t  would  
be wort h  abou t  $35.87 in 
to d a y ’s dol lars,  according to 
Carpe net i ’s decision.

C a r p e n e t i  h a s  h e ld  off  
m ak in g  his  decision f ina l  for  
75 days  to g ive  l a w m a k e r s  a 
chance to pass  a new  bill  
which  w ou ld  f ix the  prob-

from oil royalties case
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Jem. If la w m ak e r s  can keep  
the money from going to 
pe rm anen t  fund dividends ,  
Carpeneti  wi ll  s t a y  on the  
case.

Gov. Wally Hickel  is ex­
pected to subm i t  legislat ion  
Wednesday to do that ,  Ass i s ­
tant  A t to rn ey  Genera l  Bruce

Bote lho sa id Monday.
B u t  B ote l ho  sa id the  s t a t e  

m a y  also appea l  t h e  ru l ing 
because of w h a t  it m igh t  
m ean  for  fu tu re  cases. He 
sa id  it could be a b ad  prece­
dent  i f  every  co m p an y  wi th  
a ro y a l t y  d i spute  w i th  the  
s t a t e  c la imed the  case could 
not  be h ea rd  in Alaska .




