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"An Act establishing the Alaska capital income account within the Alaska permanent fund; relating to deposits 
into the account; relating to certain transfers regarding the Amerada Hess settlement to offset the effects of 
inflation on the Alaska permanent fund; and providing for an effective date."
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FISCAL NOTE

STATE 01- ALASKA
2(105 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
Title Alaska Capital Income Account

Fiscal Note Number: 
Bill Version:
(H) Publish Dale:

Dept. Affected: 
RDU

1
HB 187
2/28/05

Revenue
AK Permanent Fund Corporation

Component AK Permanent Fund Corporation
Sponsor
Requester

Governor

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

109

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OFERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES |

ICHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Prog.am Receipls
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 0.0
Mark this box (X) if funding for this bill is included ir the Governor' Y 2006 budget proposal:

POSITIONS
Full-time I
Part-time
Temporary I

ANALYSIS: (Attach a separate paye it necessary)

This bill would create a new account, the Alaska Capital Income Account, in the Permanent Fund's 
earnings reserve acccount. In addition, the bill would change existing statues to place the realized earnings 
from the settlement of State v. Amerada Hess into this new account where they would be available for 
Legislative appropriation.

The additional staff time required to administer this account will fall under the APFC Finance Department's 
normal scope of duties. Therefore we do not expect additional cosls as a result of this bill.

Prepared by: 
Division
Approved by: 
Agency

Michael Bums, Executive Director/CEO Phone 4G5-2047
Alaska Permanent Fund Corporation Dale/Time 2/24/2005

Date 2/24/2005
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CS FOR HOUSE RILL NO. I87(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FOURTH LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COM M ITTEE

Offered:
Referred:

Sponsors): HOUSE RULES COM M ITTEE BY REQUEST OF THE GOVERNOR

A BILL 

FOR AN A CT ENTITLED 

"An Act relating to money deposited into the Alaska pe rm anen t fund as a result of the 

settlement of State v. A m erada Hess; relating to the Alaska capital income fund and ti, 

deposits of income from State v. A m erada Hess settlement money into the Alask.. capital 

income fund; and providing fo r an effective date."

BE IT  ENACTED BY T H E  LEG ISLA TU RE OF TH E STA T E OF ALASKA:

A Section 1. AS 37.05 is amended by adding a new section to read:

See. 37.05.565. Alaska capital income fund, (a) There is established in the 

general fund the Alaska capital income fund consisting o f  money deposited to the fund 

under AS 37.13.145(d) and o f  appropriations to the fund. The fund shall be invested 

by the Department of Revenue to yield competitive market rates as provided in 

AS 37.10.071. Income earned on money in the fund may be appropriated to the fund.

(b) Money may be appropriated from the Alaska capita1 income fund for any 

public purpose, including to cover annual debt service and reserves for debt service on 

bonds authorized by state law. Nothing in this subsection creates a dedicated fund.

-I-

Now_ T'\\r Vm lrrhrb.-ci fUELETUP TEXT BRACKETED)
CSIIlt 187(MN)
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* Sec. 2. AS 37.13.145(c) is amended to read:

(c) Alter the transfer under (b) o f this section, the corporation shall transfer 

from the earnings reserve account to the principal o f  the fund an amount sufficient to 

offset the effect o f  inflation on principal o f  the fund during that fiscal year. However, 

none of the am ount transferred shall he applied to increase the value of that 

portion of flic principal a ttributed to the settlement of State v. A m erada Hess, ct 

al.. l.W-77-847 Civ. (Superior Court. First .Judicial District) on July 1. 2004. The 

corporation shall calculate the amount to transfer to the principal under this subsection 

by
(1) computing the average o f  the monthly United States Consumer 

Price Index for all urban consumers for each o f  the two previous calendar years;

(2) computing the percentage change between the first and second 

calendar year average; and

(3) applying that rate to the value o f  the principal o f the fund on the 

last day of  the fiscal year just ended, including that portion of the principal 

a ttribu ted  to the settlement of Stale v. Amerada Hess, ct al.. 1.JU-77-S-17 Civ. 

(Superior C ourt, First Judicial District).

* Sec. 3. AS 37.13.145(d) is amended to read:

(d) Notwithstanding (b) of this section, income earned on monev awarded in 

or received as a result o f  State v. Amerada Hess, ct al.. 1JU-77-847 Civ. (Superior 

Court, first Judicial District), including settlement, summary judgment, or adjustment 

to a rovalty-in-kind contract that is tied to the outcome o f  this case, or interest earned 

on the money, or on the earnings o f  the money shall be treated in the same manner as 

other income o f  the Alaska permanent fund, except that it is not available lor 

distribution to the dividend fund or fur transfers to I lie principal under (e) oHIiis 

section, and shall be annually deposited into the Alaska capital income fund 

(AS 37.1)5.565) [PRINCIPAL O f  Till: ALASKA PERMANENT FUND).

* Sec. 4. The urcodified law o f  the State of Alaska is amended by adding a new section to 

read:

RUTKOACTIVITY. Sections 1 - 3 o f  this Act are retroactive to July I, 2004.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

CSIIH 1«7(FIN) - 2-

h'GW T ext U n d fV lin t id  I DELETED TEXT BRACKETED)



WORK DRAFT WORK DRAFT

24-GH1070\F
Cook

4/12/05

WORK DRAFT

CS FOR MOUSE RILL NO. 187(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FOURTH LEGISLATURE - FIRST SESSION 

BY T " E  h o u s e  f i n a n c e  c o m m i t t e e

Offered:
Referred:

Sponsors): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A RILL 

FOR AN ACT EN T IT L E D  

"An Act relating to money deposited into the A laska pern anent fund as a result of the 

settlement of State v. A m erada Hess for purposes of determining the am ount to offset 

the effects of inflation on the fund; relating to the Alaska capital income fund and to 

deposits of income from  Stale v. Amerada Hess settlement money into the A laska capital 

income fund; and providing for an effective date."

RE IT ENACTED RY TH E LEGISLATURE O F T H E  STATE OF ALASKA:

' Section I. AS 37.U5 is amended by adding a new section to read:

Sec. 37.05.565. Alaska capital income fund, (a) There is established in the 

general fund the Alaska capital income fund consisting o f  money deposited to the fund 

under AS 37.13.145(d) and of appropriations to the fund. The fund shall be invested 

l'v the Department of Revenue to yield competitive market rates as provided in 

AS 37.10.071. Income earned on money in the fund may be appropriated to the fund. 

ib) Money may be appropriated from the Alaska capital income fund for any

-I-
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public purpose, including lo cover annual debt service and reserves for debt service on 

bonds authorized by state law. Nothing in this subsection creates a dedicated fund.

* See. 2. AS 37.13.145(c) is amended to read:

(c) After the transfer under (b) of this section, the corporation shall transfer 

from the earnings reserve account to the principal o f the fund an amount sufficient to 

offset the effect of inflation on principal o f the fund during that fiscal year. The 

corporation shall calculate the amount to transfer to the principal under this subsection 

by

(1) computing the average of  the monthly United States Consumer 

Price Index for all urban consumers ror each of  the two previous calendar years;

(2) computing the percentage change between the first and second 

calendar year average; and
(3) applying that rate to the value of the principal o f  the fund on the 

last day o f  the fiscal year just ended as adjusted In subtracting from that value 

$424.399.000, which represents the total value of the principal a ttr ibu ted  to the 

settlement of Slate v. Amerada Hess, ct al.. 1.JU-77-S47 Civ. (Superior Court. 

First Judicial District) on .lime 30. 2004.

* Sec. 3. AS 37.13.145(d) is amended to read:

(d) Notwithstanding (b) o f  this section, income earned on money awarded in 

or received as a result of State v. Amerada Hess, el al.. 1.1U-77-847 Civ. (Superior 

Court. First Judicial District), including settlement, summary judgment, or adjustment 

to a royalty-in-kind contract that is lied to the outcome of this ease, or interest earned 

on the money, or on the earnings of the money shall be treated in the same manner as 

other income o f  the Alaska permanent fund, except that it is not available for 

distribution to the dividend fund, and shall be annually deposited into the Alaska

capital income fund (AS 37.05.565) [PRINC1PAI. OF I I IF ALASKA 

PERMANENT FUNDJ.
* Sec. 4. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

RETROACTIVII V. Sections 1 and 3 o f  this Act are retroactive to July 1 ,2004.

* See. 5. Sections 1. 3. and 4 o f  this Act take effect immediately under AS 01 .10.070(c).

CSIIH lN7(FiN) - 2-
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* Sec. 6. Section 2 o f this Act takes effect June 30, 2005.
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CS FO R  HOUSE BILL NO. 187(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FOURTH LEGISLATURE - FIRST SESSION

BY TIIE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE RULES COM M ITTEE BY REQUEST OF THE GOVERNOR

A BILL 

FO R  AN A CT ENTITLED 

"A n Act relating to money deposited into the Alaska perm anent fund as a result of the 

settlement of State v. A m erada Hess; relating to the Alaska capital income fund and to 

deposits of income from State v. A m erada Hess settlement money into the Alaska capital 

income fund; and providing for an effective date."

BE IT EN ACTED  BY T H E  LEG ISLA TU RE O F TH E STATE O F  ALASKA:

* Section 1. AS 37.05 is amended by adding a new section to read:

Sec. 37.05.565. Alaska capital income fund, (a) There is established in the 

general fund the Alaska capital income fund consisting o f  money deposited to the fund 

under AS 37.13.145(d) and o f appropriations to the fund. The fund shall be invested 

by the Department o f  Revenue to yield competitive market rates as provided in 

AS 37.10.071. Income earned on money in the fund may be appropriated to the fund,

(b) Money may be appropriated from the Alaska capital income fund for any 

public purpose, including to cover annual debt service and reserves for debt service on 

bonds authorized by state law. Nothing in this subsection creates a dedicated fund.

- 1 -  C S I I H  !87(F IN)
New T e x t  U n d e r l in e d  I  DELETED TEXT BRACKETED]
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* Sec. 2. AS 37.13.145(c) is amended to read:

(c) After the transfer under (b) o f  this section, the corporation shall transfer 

from the earnings reserve account to the principal o f  the fund an amount sufficient to 

offset the effect o f  inflation on the entire principal o f  the fund during that fiscal year. 

However, none of the am ount transferred shall be applied to increase the value of 

tha t portion of the principal a ttributed to the settlem ent of State v. Amerada 

Hess, et al., 1JU-77-847 Civ. (Superior Court, First Jud ic ia l District) on Ju ne  30. 

2004. The corporation shall calculate the amount to transfer to the principal under this 

subsection by

(1) computing the average o f  the monthly United States Consumer 

Price Index for all urban consumers for each of  the two previous calendar years;

(2) computing the percentage change between the first and second 

calendar year average; and

(3) applying that rate to the value o f  the principal o f lie fund on the 

last day of the fiscal year just ended.

* Sec. 3. AS 37.13.145(d) is amended to read:

(d) Notwithstanding (b) o f  this section, income earned on money awarded in 

or received as a result o f  otate v. Amerada Hess, et al., IJU-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 o f  this case, or interest earned 

on the money, or o r  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 or  for transfers h> the principal under (c) of this 

section, and shall be annually deposited into the A laska capital income fund 

(AS 37.05.565) (PRINCIPAL OF THE ALASKA PERM ANENT FUND].

* See. 4. The uncodificd law o f  the State o f  Alaska is amended by adding a new section to 

read:

RETROACTIVITY. Sections 1 - 3 o f  this Act are retroactive to July 1, 2004.

* See. 5. This Act takes effect immediately under AS 01.10.070(c).

CSHH 187(l'IN) - 2-
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A M ENDM ENT
t

OFFERED IN THE IIOUSE BY REPRESENTATIVE HAWKER
TO: HB 187

1 Page 1, line I, following "establishing the"

2 Delete “Alaska capital income”

3 Insert “Amerada Hess earnings reserve"

4

5 Page 2, line 14, following "deposited into the"

6 Delete “Alaska capital income”

7 Insert “Amerada I less earnings reserve"

8
9 Page 2, line 18, following “(e) The"

10 Delete “Alaska capital income"

11 Insert "Amerada I less earnings reserve"

13 Page 2, line 19. following "Money in the”

14 Delete “Alaska capital income"

15 Insert “Amerada Hess earnings reserve"

16

17 Page 2, line following line 23

18 Insert

19 "(f) Appropriations from the Amerada I less earnings reserve account lor a fiscal year
20 may not exceed:

21 a. five percent of the average of the combined market value of the Amerada Hess 

earnings reserve account and the value of the principal of the fund attributed to the settlement 

of State v. Amerada I less, et al,, I JU-77-X47 Civ. (Superior Court. First Judicial District) on

24 June 30 for the first five o f  the six fiscal years immediately preceding that fiscal year.

25 h, the balance in the Amerada I less earnings reserve account.”



A lask a  C ap ita l In co m e  A c c o u n t

Am Hess Principal 424,399,000
Am Hess Transfer Rate
Bler.ded Rate

Realized
Earnings

Beginning
Principal Amerada Hess Transfer to

Rate Balance Earnings SOA CC
2005 7.04% 424,399,000 29,877,690 18,843,316
2006 7.04% 435,433,374 30,654,510 19,333,242
20U 7 7.04% 446,754,642 31.451,527 19,835,906
2008 7.04% 458,370,262 32,269,266 20,351,640
2009 7.04% 470,287,889 33,108,267 20,880,782
2010 7.04% 482,515,374 33,969,082 21,423,683
2011 _ 7.04% 495,060,774 34,852,278' 2'1,980,698

"  2012 7.04% 507,932.354 35,758.438 22,552,197
2013 7.04% 521,138,595 36,688,157 23,138,554
2014 7.04% 534.688,199 37,642,049 23,740,156
2015 7.04% 548.590.092 _ 38,620,742 24,357,400
2016 7.04% 562,853,434 39,624,882 24,990,692
2017 7.04% 577,487,624 40,655,129 25,640,450
2018 7.04% 592,502,302 41,712,162 26,307.102
2019 7.04%; 607,907,362 42,796,678 26,991,087
2020 7.04%! 623,712.953. -____* - 43,909.392 27.692,855
2021 7.04% 639,929,490 45,051,036 28,412^869
2022 7.04% 656,567,657 46,222,363 29,151,604
2023 7.04%! 673,638,416 47.424,144 29.909.546
2024 7.04%! 691,153,015 48,657,172 30,687,194
2025 7.04%: 709,122,993 49,922,259 31,485.061
2026 7.04%’ 727,560,191 ! 51,220,237 32,303,672
2027 7.04%'i 746.476.756 52,551,964 33,143,568
2028' 7.04%! 765,885,151 53,918,315 34.005.301
2029! 7.04%! 785,798,165 55,320,191 34,889,439
2030j 7.04%; 806.228,918 56,758,516 35,796,564
2031' 7.04% 827.190,870 58,234,237 ‘ 36,727,275
2032 7.04% 848.697.832 ' 59,748,327 37,682,184
2033 7.04%' 870.763,976 61,301,784 38,661.921
2034 7.04%' 893,403,839 62,895,630 " 39,667,13<

Inflation
Rato

Inflation
Proofing

2.60% 11,034,374
2.60% 11,321,268
2.60% 11,615,621
2.60% 11,917.627
2.60% 12,227,485
2.60% 12,545,400
2.60% '12.871,580
2.60% 13,206,241
2.60% 13,549,603
2.60% 13,901,893
2.60% 14,263,342
2.60% ‘ 14^634,189
2.60% 15,014,678
2.60% 15.405,060'
2.60% 15,805,591
2.60% 16,216,537
2.60% 16,638,167
2.60% 17,070,759 '
2.60% 17,514,599 '
2.60% j 17,969,978 :
2.60%; 18.437,198 '
2.60% ii 18.916,565 ;
2.60%! 19,408,396
2.60%! 19,913,014 :
2.60% 20,430,752
2.60%' 20,961,952
2.60% ‘ 21,506.963
2.60%i 22,066,144
2.60%! 22,639,863 '
2.60%' 23.228,500 '

Ending 
Principal 
Balance 
435,433,37') 
446,754,642 
458,370,262 
470,287,889 
482,515,374 
495,060,774 
507.932,354 
521,138,595 
534,688,199 
548,590,092 
562,853,434 
577,487,624 
592,502,302
607,907,362
623,712,953 f
639,929.490
656,567,657
673,638,416
691,153,015
709,122,993
727,560,191
746.476.756
765.885,151
785,790,165
806,228,918
827,190,870
048,697.832
870,763,976
893,403,839

Average annualized r 
7.04% |

* Total return is forec; 
result in AM Hess prin 
annually that is not ref



S ta te  of A lask a  C ap ita l C o rp o ra tio n
Revenue Fund

Lease Nominal Flexible Earnings on ----------------------------------
DSRForCF 
Transfers oul

Borrowing
Rate

Earnings
Rate

Beginning
Balance

Appropriation
Received

Outstanding
Bonds

Interest
Payments

Principal
Payments

Fund
Balance Transfers In

/ Operations 
Expense

Ending
Balance

2005 6.00% 2.00% - 18,843,316 - - - 18,843,316
2006 6.00% 2.00% 18,843,316 19,333,242 210,202,377 6,306,071 723,576 - 21,120,238 11,473,825
2007 6.00% 2.00% 11,473,825 19,835,906 210,202,377 12,612,143 - 1,153,054 • 100,000 19,750,642
2008 6.00% 2.00% 19,750.642 20,351,640 210,202,377 12,612,143 14,877,997 1,175,189 - 100,000 13,687,332
2009 6.00% 2.00% 13,687,332 20,880,782 195,324,380 11,719,463 11,129,189 1,104,927 • 100,000 12,724,390
2010 6.00% 2.00% 12,724,390 21,423,683 184,195,192 11,051,712 12,044,649 1,088,^55 - 100,000 12,040,167
2011 6.00% 2.00% 12,040,167 21,980,698 172,150,543 10,329,033 13,362,800 1,074,244 - 100,000 11,303,276
2012 6.00% 2.00% 11,303,276 22,552,197 158,787,743 9,527,265 14,800,944 1,058,702 - 100,000 10,485,967
2013 6.00% 2.00% 10,485,967 23,138,554 143,386,799 8,639,208 16,346,104 1,041,476 . 100,000 9,580,684
2014 6.00% 2.00% 9,580,684 23,740,156 127,640,695 7,658,442 18,003,957 1,022,425 - 100,000 8,580,867
2015 6.00% 2.00% 8,580,867 24,357,400 109,636,738 6,578,204 19,781,858 1,001,414 - 100,000 7,479,619
2016 6.00% 2.00% 7,479,619 24,990,692 89,854,880 5,391,293 21,687,726 978,302 100,000 6,269,594
2017 6.00% 2.00% 6,269.594 25,640,450 63,167,154 4,090,029 23,729,986 952,935 - 100,000 4,942,964
2018 6.00% 2.00% 4,942,964 26,307,102 44,437,168 2,666,230 25,917,606 1,137,479 21,020,238 100,000 24,723,946
2019 6.00% 2.00% 24,723,946 26,991,087 18,519,561 1,111,174 18,519,561 997,462 - 100,000 32,981,760
2020 6.00% 2.00% 32,981,760 27,692,855 - - 945,014 - 100,000 61,519,629
2021 6.00% 2.00% 61,519,629 28,412,869 - • 1,528,809 ► 100,000 91,361,308
2022 6.00% 2.00% 91,361,308 29,151,604 - - 2,139,134 - 100,000 122,552,045
2023 6.00% 2.00% 122,552,045 29,909,546 - - 2,776,905 - 100,000 155,138,496
2024

—------------
6.00% 2.00% 155,138,496 30,687,194 - - 3,443,073 - 100,000 189,168,763

2025 6.00% 2.00% 189,168.763 31,485,061 j - - 4,138,612 " 100,000 224.692.436
2026 6.00% 2.00% 224.692.436 32,303,672 - - 4,864,531 100,000 261.760.639
2027 6.00% 2.00% 261,760,639 33,143,568 - - 5,621,867 I - 100,000 300,426.074
2028 6.00% 2.00% 300,426,074 34,005,301 .

- ■ 6,411,691 . * 100,000 340,743,066
2029 6.00% 2.00% 340.743.066 j 34,889,439 I - . 7,235,107 | - 100,000 382,767,611
2030 6.00% 2.00% 382,767,611 j 35,790,564 ! • 8.093,250 | m 100,000 426,557,426
2031 6.00% 2.00% 426.557,426 36,727,275 • 8,987,294 j - 100,000 472,171,994
2032 6.00% 2.00% 472,171,994 37,682,184 | - - 9,918,446 | - 100,000 519,672.624
2033 6.00% 2.00% 519.672.624 38,661,921 - • - 10,887,951 • 100,000 569,122,496
2034 6.00% 2.00% 569,122.496 39,667,130 - 11.897,092 100,000 620,586,719
2035 6.00% i 2.00% 620.586,719 ! '40,698,476 i ' 12,947,191 I 100,000 674,132,386
2036 6.oo%; 2.00% 674,132.386 41,756,636 * . 14,039,610 • 100,000 729,828,632
2037 6.00% 2.00% 729,828,632 42,842,309 - • • 15,175,753 j • 100,000 787,746.694
2038 6.00%! 2.00% 787,746.694 43.956.209 - I - 16.357.067 100,000 | U47.959.969



S ta te  of A lask a  C ap ita l C o rp o ra tio n
Reserve Fund

Earnings Beginning Additional Earninr.s on Earnings Termination of
Rate Balance Contributions Fund Be lance Transfer Out Reserve Ending Balance

2005 4.00% - -

2006 4.00% “ 21,020,238 420,405 420,405 - 21,020,238
2007 4.00% 21,020,238 840,810 840,810 - 21,020,238
2008 4.00% 21,020,238 840,810 840,810 - 21,020,238
2009 4.00% 21,020,238 840,810 840,810 - 21,020,238
2010 4.00% 21,020,238 840,810 840,810 - 21,020,238
2011 4.00% 21,020,238 840,810 840,810 - 21,020,238
2012 4.00% 21,020,238 840,810 840,810 - 21,020,238
2013 4.00% 21,020,238 840,810 840,810 - 21,020,238
2014 4.00% 21,020,238 840,810 840,810 - 21,020,238
2015 4.00% 21,020,238 840,810 840,810 - 21,020,238
2016 4.00% 21,020,238 840,810 840,810 - 21,020,238
2017 4.00% 21,020,238 840,810 840,810 - 21,020,238
2018 4.00% 21,020,238 840,810 840,810 - 21,020,238
2019 4.00% 21,020,238 420,405 420,405 21,020,238 -
2020 4.00% - - - - -
2021 4.00% - - - - -
2022 4.00% - - - - -
2023 4.00% - - - - -
2024 4.00% - - - - -

2025 4.00% - - - - -
2026 4.00% * j - - - -
2027 4.00% - - - •
2028 4.00% - - - - -
2029 4.00%| - - - - -
2030 4.00% ~ - * - -
2031 4.00% i - - * - -
2032 4.00% - - - | - .
2033 4,00%j - - * -
2034 4.00% I - - - - .
2035 4.00%i - - • - •
2036 4.00%! - - - - -
2037 4.00%| - . .
2038 4.00%, - i .  I - -



S ta te  of A lask a  C apita l C o rp o ra tio n
Construction Fund Run Solver to force cell g38 to equal zero t

Earnings
Rate

Beginning
Balance

Bond Proceeds 
/Transfers

Earnings on 
Fundj3almi<5cf~

^P roJectCash
Flow

Ending
Balance

2005 3.00% -

2006 3.00% - 210,202,377 6,095,250 20,150,000 196,147,627
2007 3.00% 196.147,627 1,639,796 88,467,690 109,319,733
2008 3.00% 109,319,733 375,000 84,694,733 25,000,000
2009 3.00% 25,000,000 (0) 25,000,000 (0)
2010 3.00% (0) (0) (0)
2011 3.00% (0) (0) (0)
2012 3.00% (0) (0) (0)
2013 3.00% (0) (0) (0)
2014 3.00% (0) (0) (0)
2015 3.00% (0) (0) (0)
2016 3.00% (0) (0) (0)
2017 3.00% (0) (0) (0)
2018 3.00% (0) (0) (0)
2019 3.00% (0) (0) (0)
2020 3.00% (0) (0) (0)
2021 3.00% (0) (0) (0)
2022 3.00% (0) (0) (0)
2023 3.00% (0) (0) (0)
2024 3.00% (0) (0) (0)
2025 3.00% (0) (0) (0)
2026 3.00% (0) (0) (0)
2027 3.00% (0) (0) (0)
2028 3.00% (0) (0) (0)
2029 3.00% (0) (0) (0).
2030 3.00% (0) (0) (0)
2031 3.00% (0) (0) (0)
2032 3.00% (0) (0) (0)
2033 3.00% (0) (0) (0)
2034 3.00%!| (0) (0);

total projects

----------------------------

218,312,423.00 |

(0);

I i
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JUDGES: Before: Eugene A. Wright, Alfred T.
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by Judge Goodwin.

OPINIONUY: ALFRED T. GOODWIN 

OPINION: |*I4()0| OPINION

GOODWIN, Circuit Judge:
Exxon Corporation ("Exxon") nl appeals an order 

dismissing its 42 U.S.C. §  1983 lawsuit and denying its 
prayer to enjoin certain Alaska state court litigation over 
stale oil and gits royalties. Exxon contends that the state 
court litigation violates its due process right to an unbi­
ased forum. Because a partial settlement hits substantially 
changed the posture of the case, and because the fac­

tual record is now insufficient to review Exxon's claims 
on their |**2] merits, we dismiss for lack of ripeness, 
vacating the district court's order,

nl Chevron U.S.A., Inc. ("Chevron") was orig­
inally a coparty to Exxon's appeal; however, 
Chevron and Alaska settled, agreeing to dismiss 
Chevron's appeal, No. 92-353S9, and to dismiss 
Chevron as a party to the State's cross-appeal, No. 
92-35323. For convenience, we refer to Exxon as 
the joIc appellant and cross-appellee throughout.

I.

In 1977, the State of Alaska tiled a state court action 
against Exxon and eighteen other companies producing 
gas and oil on Alaska's North Slope ("the producers . 
See Alaska v. Amerada l/ess Carp, el al. Civil No. IJU- 
77-847 (hereinafter "the ANS Royalty Litigation"). The 
State sought a declaration of its rights under certain min­
eral leases which require the producers to pay [*1401) 
royalties on the gas and oil they extract from state lands.

In 1983, the State amended its complaint to add a 
claim for underpayment of past royalties, alleging that the 
producers had systematically underestimated the value of 
certain [**3) gas and oil, The producers counterclaimed 
for overpayment of royalties. The parties agreed to sever 
the gas royalty and other gas claims from the oil royalty 
claims and to litigate the oil royalty claims first.

In 1987, after extensive discovery on the oil royalty 
claims, several producers, including Exxon, filed suit in 
federal court, contending that the pending AXS Royalty 
Litigation violated their due process rights and request­
ing injunctive and declaratory relief under 42 U.S.C. y  
1983. Standanl Alaska Production Co. v. Schaible. No
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87-621 (D. Alaska, Nov. 2, 1987). The complaint al­
leged that the outcome of the ANS Royalty Litigation 
would substantially affect the Alaska Permanent Fund, 
and, consequently, the annual Permanent Fund dividends 
Alaska residents receive each year. n2 Because Alaska 
state judges and potential jurors arc eligible to receive 
Permanent Fund dividends, the producers argued, they 
had a financial interest in the case, rendering them uncon­
stitutionally biased.

n2 The Alaska State Constitution requires state 
administrators to place 25% of all state oil and 
gas royalties in the Alaska Permanent Fund which 
is used only for income-producing investments. 
Alaska Const. Art. IX § 15. Under the Permanent 
Fund Dividend Program, enacted in 1982, the State 
pays Alaska residents approximately 50% of the 
income received each year from these investments. 
Alaska Stat. §§ 43.23.045(b), 37.13.140. Each per­
son who has resided in Alaska for a year or more - 
and thus all Alaska state judges, potential jurors, 
and their family members - are eligible to receive 
these payments or Permanent Fund dividends. In 
fact, since Alaska judges must have resided in 
Alaska for five years and Alaska jurors arc se­
lected from a list of Permanent Fund recipients, 
see Alaska Stat. § 09.20.050(b), jurors and judges 
arc, by definition, eligible to receive Permanent 
Fund dividends. Between 1988 and 1992, the an­
nual Permanent Fund dividend paid to each resident 
ranged from S826.90 to S952.63, or approximately 
S3,600 for a family of four.

1**41
Thcn-District Judge Klcinfcld, an Alaska state resi­

dent, recused himself from the federal case, agreeing that 
one might question the impartiality of a judge who re­
ceives Alaska Permanent Fund dividends, but expressly 
declining to reach the due process issue or rule on the 
fairness of the state court forum. R.T. March 8, 1988. The 
Chief Judge of the Ninth Circuit then appointed Judge 
Belloni, a non-Alaskan, to hear the case.

Judge Belloni ultimately dismissed the producers' § 
1983 complaint without prejudice, rejecting the State's 
Eleventh Amendment defense, but holding that the con­
troversy was not ripe for federal review because the pro­
ducers had not raised the bias issue in a state court motion 
tr disqualify. Judge Belloni challenged the State to pro­
vide a fair forum, und invited the producers "to re-open 
this federal case" if "the State Officials fail to provide 
an unbiased forurn within a reasonable time." Standard 
Alaska Prod. Co. v. Schraible, No. 87-521, Unpublished 
Opinion at 7 (D. Alaska June 20, 1988). We affirmed,

agreeing that "until a proper motion for disqualification 
is made in the state court, the disputed factual questions 
concerning the alleged bias of all Alaska |**5] judges and 
jurors cannot be reviewed by any federal court." Standard 
Alaska Prod. Co. v. Schaible, 874 F.2d 624. 630 (9th dr. 
1989), cert, denied. 495 U.S. 904 (1990).

After we decided Schaible, the Alaska legislature 
amended the Permanent Fund dividend legislation to pro­
vide that "income earned on money awarded after trial" 
in the ANS Royalty Litigation would "not [be] avail­
able for distribution to the dividend fund." Alaska Stat. 
§ 43.23.045(b) (1989) (repealed 1991). In addition, the 
Alaska Supreme Court amended Alaska Rule of Civil 
Procedure 47(c) to provide diat an Alaska juror’s eligibil­
ity to receive Permanent Fund dividends did not constitute 
grounds for challenging the juror for cause. n3

After the Supreme Court denied [**6J certiorari, 
Schaible. 495 U.S. 904 (1990). and the state court im­
posed [*1402J a deadline for filing a motion to disqual­
ify, Exxon moved to disqualify Alaska Superior Court 
Judge Carpcneti, who was presiding over the state court 
litigation. n4 Exxon argued that the 1989 amendment 
had not cured the bias problem because it did not ad­
dress: (1) payments received pursuant to a declaratory 
judgment; (2) payments received as a result of a settle­
ment or summary judgment; or (3) payments received 
as a result of royalty-in-kind adjustment clauses. Judge 
Carpcneti issued a "Notice of Intention to Grant Motion 
for Disqualification," concluding that judges w ho receive 
Permanent Fund dividends have a "direct financial inter­
est or another interest which strongly resembles a direct 
interest in the outcome of this case," and ruling that the 
1989 amendments had not eliminated that interest. In re 
ANS Royalty, No. IJU-77-847, Order No. 91-9 at 9 (Sup. 
Ct. Aluska March 14, 1991). Judge Carpcneti also found 
that the "Rule of Necessity" did not apply. Id. He gave the 
state seventy days to remedy the bias problem.

n4 Exxon contends that this motion was based 
exclusively on state law and argues that it expressly 
reserved its "right" to have federal courts decide 
federal constitutional issues. Appellants' Br. at 14 
n.6 (citing England v. Louisiana State lid. o f  Med. 
Examiners, 375 US. 411, II  L  Ed. 2d 440. 84 S. 
Ct. 461 (1964)).

n3 The amended rule allows challenges for 
cause when the juror "has a financial interest, other 
than that of a taxpayer or a permanent fund divi­
dend recipient in the outcome of the case." Alaska 
R. Civ. P. 47(c)(12) (1989).
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In response, in May 1991, the Alaska legislature again 
amended Alaska Stat. §  43.23.045, replacing the 1989 
amendment with an amendment requiring any award re­
ceived as a result of the ANS Royalty Litigation (includ­
ing royalty-in-kind adjustments from third parties and 
interest earned on such funds) to be deposited into the 
Permanent Fund principal and not made available for dis­
tribution as dividends. Alaska Stat. § 43.23.045(e) (1991) 
(current version at Alaska Stat. §  37.13.145(d) (1992)). n5 
The legislature also enacted a section providing that the 
amendment would be automatically repealed if die Alaska 
Supreme Court held that eligibility to receive Permanent 
Fund dividends under the unamended statute would not 
disqualify a judge or juror from hearing the ANS Royalty 
Litigation. Alaska Stat. § 43.23.045(c) (1991) (current 
version at Alaska Stat. § 37.13.145(d) (1992)).

n5 The amended statute provides that

... income earned on money awarded in or received 
as a result of [the ANS Royalty Litigation], includ­
ing settlement, summary judgment, or adjustment 
to a royalty-in-kind contract that is tied to the out­
come 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 an­
nually deposited into the principal of the Alaska 
permanent fund.

1**81
Judge Carpcneti ruled that these amendments cured 

the bias problem and denied Exxon's motion to disqualify. 
Exxon filed a motion to reconsider, arguing that the newest 
amendments did not eliminate the bias problem because 
they did not address the producers' counterclaims and be­
cause the repeal provision "reinforced" each Alaskan's 
interest. Judge Carpcneti denied the motion to reconsider, 
ruling that the producers had waived any challenge based 
on the counterclaims and rejecting Exxon’s reliance on 
the repeal provision on its merits. A second superior court 
judge affirmed, and the Alaska Supreme Court summar­
ily denied Exxon's petition for review and motion for an 
expedited appeal. IIP Exploration v. Alaska, No. S-4654, 
S-4662, S-4689 (Alaska filed Aug. 23, 1991).

Exxon and Chevron then filed the instant § 1983 action 
in federal court, again seeking to enjoin the ANS Royalty 
Litigation. Exxon moved to disqualify Judge Singleton, 
the Alaska District Judge assigned to the federal case. 
Judge Singleton denied Exxon's motion to disqualify, rul­

[**7] ing that a citizen's eligibility to receive Permanent Fund 
dividends is a "bare expectancy," not a financial interest, 
and noting that even [**9J ifjustific-'Mon for recusal ex­
isted, the Rule of Necessity might require him to hear 
the case. Exxon Corp. v. Heinze, 792 F. Supp. 72, 76 
(D. Alaska 1992) (citing United States v. 117//, 449 US. 
200, 212-16, 66 L. Ed. 2d 392, 101 S. Ct. 471 (1980)). 
Chief Judge Holland, reviewing Judge Singleton’s ruling 
pursuant to 28 U.S.C. § 144, affirmed. Exxon Corp. v. 
Heinze, 792 F. Supp. 77, 79 (D. Alaska 1992).

Judge Singleton then denied the producers’ motion for 
a preliminary injunction and |*1403J dismissed the com­
plaint with prejudice, relying on the Rule of Necessity. 
R.T. March 12,1992 at 17. Exxon and Chevron appealed. 
Thereafter, in April 1992, Chevron and Exxon settled the 
oil royalty claims and counterclaims. The severed gas 
claims and counterclaims remain.

II.
Both parties agree that the posture of this case has 

changed significantly since Judge Singlcfon dismissed 
it. Toth parties, however, urge us to reexamine Judge 
Singleton’s orders in light of the facts as they then ex­
isted. We decline to do so. Because of the settlement, 
the 1**1 OJ correctness of Judge Singleton's rulings, on 
the facts as they then existed, is moot. Northern Alaska 
Envtl. Ctr. v. Ilodcl, S03 F. 2d 466, 469 (9th Cir. 1986). 
We will not issue an advisory opinion on the merits of 
Judge Singleton's various orders regarding the settled oil 
claims.

However, Exxon urges that its appeal is not entirely 
moot, as the severed gas claims and counterclaims re­
main. It asks us to decide if tiic same bias problems apply 
to the remaining claims and notes that Judge Singleton's 
dismissal with prejudice may preclude it from returning to 
federal court. Exxon also emphasizes that litigation before 
financially interested judges and jurors raises fundamen­
tal issues of due process, even when the judges' financial 
interest is relatively small. See Connally v. Georgia, 429 
US. 245. 251, 50 L. Ed. 2d 444. 97 S. Ct. 546 (1977) 
(paying magistrates a S5 fee for granting a search wanant 
application, but nothing for denying warrant applications, 
violates due process); Tumey v. Ohio, 273 U.S. 510, 523, 
532, 71 L. Ed. 749, 4 7 S. Ct. 437(1927) |**11| (paying 
adjudicator$12 per conviction, but nothing for acquittals, 
violates due process).

We agree that "the Due Process Clause entitles a per­
son to an impartial and disinterested tribunal," .Marshall 
v. Jerrico, Inc., 446 U.S. 238, 242, 64 L. Ed. 2d 182, 100
S. Ct. 1610 (1980), and that "[a] fair trial in a fair tribunal 
is a basic requirement of due process," In re Murchison, 
349 US. 133, 136, 99 L. Ed. 942, 75 S. Ct. 623 (1955).
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n6 Moreover, like the more stringent federal judges' dis­
qualification statute, 28 U.S.C. § 455, the Constitution is 
concerned not only with actual bias but also with "die ap­
pearance ofjusticc." Id. Thus, the question is not whether 
the Alaska judges and jurors arc actually biased or even 
whether they "would do their very best to weigh the scales 
of justice equally between contending parties," Id., but 
whether the alleged pecuniary interest is sufficiently "di­
rect, personal, [and] substantial" that it "would offer a 
possible temptation to the average man." Turney, 273 U.S. 
at 523, 532. [**12] n7 Regardless of his personal in­
tegrity, "no man can be the judge in his own ease [or] 
try eases where he has an interest in the outcome." In re 
Murchison, 349 U.S. at 136.

n6 See also Aetna Life Ins. Co. v. Lavoie, 475 
U.S. 813, 822, 89 L. Ed. 2d 823, 106 S. Ct. 1580 
(1986); Withrow v. Larlcin, 421 U.S. 35. 47. 43 L. 
Ed. 2d 712, 95S. Ct. 1456 (1975) (The "probability 
of actual bias on the part of a judge or decision­
maker is too high to be constitutionally tolerable" 
when "the adjudicator has a pecuniary interest in 
the outcome."); Gibson v. Berryhill, 411 U.S. 564, 
36 L. Ed. 2d 488, 93 S. Cl. 1689 (1973); Ward v. 
M age o f  Monroeville, 409 U.S. 57, 34 L. E d  2d 
267, 93 S. Ct. 80 (1972).

lu t see In re New Mexico Natural Gas 
Antitrust Litigation, 620 F.2d 794 (10th Cir. 1980) 
(re rsing judge's d-’msion to recuse himself from 

<i'hirh might reduce state residents’ utility 
■Irginia Elec. & Power Co., 539 F.2d 

.: 1976) (same).

[**1J]
However, as Alaska emphasizes, this ease also im­

plicates other serious issues, such as a state's sovereign 
interest in its courts, the need to prevent the federal sys­
tem from being used as a strategic forum for delay, and 
litigants' interest in the speedy resolution of cases. Federal 
courts have long hesitated to interfere with on-going state 
litigation, and have repeatedly recognized the dangers of 
doing so. See, e.g., Younger v. Harris, 401 U.S. 37. 43, 27 
L. E d 2d 669, 91 S. Ct. 746 (1971). Given the disruptive 
effect ofallowing parties to transform every challenge to a 
state tribunal into a federal due process claim, we will not 
lightly interfere with pending state litigation. Schaible. 
874 F.2d at 629.

|*1404] Balancing these interests, and examining the 
ease as it currently exists, we conclude that Exxon's due 
process claim is not ripe for federal review. See Abbott 
Lab. v. Gardner, 387 U.S. 136, 148-49, 18 L. Ed. 2d 
681, 87 S. Ct. 1507 (1967). Whether a dispute is ripe de­

pends on "the fitness of the issues for judicial decision and 
[**14] the hardship to the parties of withholding court 
consideration." Id. at 149; Assiniboine & SouLx Tribes o f 
the Fort Peek Indian Reservation v. Bd. o f  Oil & Gas, 792 
F.2d 782, 789 (9th Cir. 1986). A claim is "fit for deci­
sion if the issues raised arc primarily legal, do not require 
further factual development, and the challenged action is 
final." Schaible, 874 F.2d at 627.

Here, Exxon's bias claims require further factual 
development. The parties have filed no pleadings and 
conducted only limited discovery on the remaining gas 
claims and counterclaims. Without any information on 
these claims' value or their potential impact, if any, on 
Permanent Fund dividends, we cannot weigh intelligently 
the potential bias of Alaska judges and jurors or determine 
whether their alleged interest has "sufficient substance 
to disqualify them, given the context in which this ease 
arose," Gibson, 411 U.S. at 579.

Moreover, Exxon concedes that the settlement and 
Alaska's curative legislation have eliminated much of the 
bias |**15] problem. It argues that bias remains (I) be­
cause the gas counterclaims might reduce the funds avail­
able for dividend distribution and (2) because the repeal 
provision implies that State litigation proceeds might ul­
timately be distributed as dividends and has a subjective 
impact on jurors.

However, on the counterclaims, Exxon has shown 
only that the curative legislation docs not mention the 
counterclaims by name. It has not shown that state courts 
will interpret the law in such a way that the counterclaims 
will actually affect the Permanent Fund dividends. State 
courts might, for example, rule that, any recovery on 
the counterclaims will simply reduce the State’s recovery 
on other claims, such as the settled oil claims. We can­
not tell, based on the record, whether state courts will 
interpret slate law so as to eliminate the counterclaims' 
potential ir pact on Permanent Fund dividends. Nor can 
we determine whether any of Exxon's counterclaims have 
merit: The State argues that, on some claims, Exxon has 
paid no royalties, and thus cannot counterclaim for over­
payment of royalties. Such issues require further factual 
development.

Exxon's arguments about jurors' subjective percep­
tions of [**16] the Fund or lack of understanding of the 
curative legislation do not apply to ongoing discovery and 
will have no impact unless and until the ease goes before 
a jury. Exxon concedes that Alaska judges will under­
stand the curative legislation, and will not be confused 
about the litigation’s capacity to increase their dividends. 
Moreover, as the State emphasizes, any "subjective" ju­
ror bias might be uddresscd by a properly conducted voir 
dire. Los Angeles Memorial Coliseum Comm'n v. NFL,
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726F 2d 1381,1400 (9th Cir.), cert, denied, 469 U.S. 990 
(1984).

Exxon has not shown that withholding review will 
cause it substantial hardship. Abbott Lab., 387 U.S. at 
148. Extensive discovery must occur before the ease is 
ready for trial. Exxon does not allege that any remaining 
bias problems afTcct Alaska judges' fitness to rule on dis­
covery issues and does not object to Alaska judges ruling 
on discovery issues. In fact, Exxon emphasizes that, if 
necessary, the case can be removed to another forum after 
discovery is complete.

Because the parties have not yet developed a factual 
1**17] record on the value of the remaining claims or 
their potential impact (if any) on Alaska Permanent Fund 
dividends, we cannot evaluate Exxon's bias claims on

their merits. Exxon does not object to state judges presid­
ing over discovery, and many of its arguments pertain to 

jurors, not judges. This ease may never go to u jury, and, 
if it does, the State may be able to remedy any problems 
of subjective juror bias with a properly conducted voir 
dire. Thus, the ease is not ripe for review.

We express no opinion on the merits of the parties' 
arguments regarding abstention and 1*1405] the Rule 
of Necessity. The district court order dismissing Exxon's 
complaint with prejudice is VACATED, and lire ease is 
REMANDED to the district court to dismiss without prej­
udice.

VACATED and REMANDED, neither party to re­
cover costs on appeal.



Amerada IIcss Cl ronology rc: bias issue

1. September 2, 1977. Stale of Alaska files lawsuit against 19 oil producers related to underpayment of 
royalties. State o f  Alaska v. Amerada Hess Corp., ct al., No. IJU-77-847 Civ. (Super, Ct. Alaska).

2. November 2, 1987. F oducers file suit in federal district court, Standard Alaska Prod. Co. v. Schaible, 
No. 87-621 (D. Alaska), claiming PFDs create impermissible bias forjudges and jurors in Am Hess 
case.

3. 1988. Judge Kleinfeld issues unpublished decision recusing himself from the federal case because of 
receipt of PFDs. Case assigned to Judge Belloni in Oregon.

4. June 20, 1988. Judge Belloni issues unpublished decision finding bias issue unripe and challenges 
Alaska to provide a fair forum for case.

5. April 29, 19S9. Ninth Circuit dismisses federal bias case as unripe. Standard Alaska Prod. Co. v. 
Schaible, 874 F.2d 624 (9’" Cir. 1989), cert, denied, 495 U.S. 904 (1990).

6. May 13, 1989. First Am Hess segregation enacted. CSIIB 276(Fin) am, ch. 38, SLA 1989 (amending 
AS 43.23.045(b) to segregate income from "money awarded after trial" from PFD fund).

7. October 12, 1989. Alaska Supreme Court amends civil and criminal rules to provide that receipt of 
PFD docs not provide basis for challenging a juror for cause. Alaska S.Cl. Order 1013 (amending Civil 
Rule 47(c) and Criminal Rule 24(e)).

8. March 14, 1991. Judge Carpcneti issues “Notice of Intention to Grant Motion for Disqualification," and 
indicating that 1989 segregation legislation did not go far enough to remove bias issues. State o f  Alaska 
i'. Amerada Hess Corp., et al., No.lJU-77-847 C iv., Order 91-9 (Super. Ct. Alaska).

9. June 6, 1991, Second Am Hess segregation enacted. HCS CSSB 213(JUD), ch. 18. SLA 1991 (adding
new subsection to AS 43.23.045 to segregate income from "money awarded in or received as a result" 
of the Am Hess ease from PFD fund),

10. August 23, 1991. Judge Carpcneti rules that the new legislation cured the bias problem and the Alaska 
Supreme Court denies petition for review. I l l’ Exploration v. State o f  Alaska, No. S-4654, S-4662. S- 
4689 (Alaska 1991).

11. 1991. Oil producers re-file federal bias suit. Exxon Carp. v. Heinze, Civ. A 1-0543.

12. February 24, 1992. Judge Singleton issues order declining to recuse himself from case on account of
receipt of PFD. Exxon Corp. r. Heinze. 792 F.Stipp. 72 (D, Alaska 1992).

13. March 3, 1992. Judge Holland affirms Judge Singleton’s tlccision and declines to remove reuse himself
as well. Exxon Corp. v. Heinze, 792 F.Stipp. 77 (D. Alaska 1992).

14. July I. 1992. Current Am Hess segregation enacted. I ICS CSSB 39 (FIN), sec. 19, ch. 134, SLA 1992
(same language as in second Am 1 less segregation, but enacted at AS 37.13.145(d)).

15. April 1992. Oil phase of Am Hess litigation settles.

16 April 17. 1994. Ninth Circuit determines that appeal of refusal to recuse by Judges Singleton and
Holland are not ripe. Exxon Corp. v. Heinze, 32 F.3d 1399 (9,h Cir. 1994).

17, March 1995. Gas phase of Am I less litigation settles.

Prepared by Mike Barnhill, AAG March 9,2005
Department of Law
Re: Hit 187,1 IB 188



Cheryl Frasca
Re: Repeal o f Amerada Hess earning sequestration 

requirement in AS 37 13.145(d)

Janu ary  28, 2005

MEMORANDUM

To: Cheryl Frasca
Office o f  the Governor

From: Wilson L. Condon
Assistant Attorney General 
Oil, Gas & Mining-Anchorage

Date:

State of Alaska
D e p a r tm e n t  o f  L a w

January 28, 2005

Tot. No.: 269-5255

Filo No.: N/A

Re: Repeal o f  Amerada Hess
earning sequestration 
requirement in AS 37.13.145(d)

I. IN T R O D U C T IO N

In 1991 the legislature enacted the current version o f  AS 37.13.145(d) as part o f  
provisions governing management o f  the Alaska Permanent Fund Corporation (“APFC”). 
The statute imposes a financial sequestration requirement on earnings from settlement 
proceeds received by the State in ANS Royalty Litigation, commonly known as the 
Amerada Hess (“AmHess”) litigation. In relevant part, AS 3 7 .13.145(d) requires that:

[IJncome earned on money awarded in or received as a result o f  State 
v. Amerada I less, et al., IJU-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 o f  this ease, or interest 
earned on the money, or on the earnings o f  the money . . .  is not available for 
distribution to the dividend fund, and shall he annually deposited into the 
principal o f  the Alaska permanent fund.

The legislature adopted the statute in order to negate an argument advanced by 
producers during the Am!less litigation that no Alaska judge or ju ror could he impartial in 
the adjudication o f  the matter because they had a financial stake in the outcome. According 
to the producers, any judgm ent returned would ultimately be deposited into the Alaska 
Permanent Fund, affecting the size o f  the annual Permanent Fund Dividend (“PFD” ).

Page 13



Cheryl Frasca
Re: Repeal o f  Amerada Hess earning sequestration 

requirement in AS 37.13.145(d)

Ja n u a ty  28, 2005

All issues in the AmHess litigation were concluded and the case dismissed in 1995. 
Since the statute was adopted, the APFC has always used a separate sub-account to isolate 
any AmHess proceeds and the income earned on those proceeds. This sub-account is part o f 
the principal account o f  tho permanent fund. The purpose o f  the sub-account is: (1) to 
ensure that AmHess earnings are not included in the amount from which the PFD is annually 
paid; and (2) to track the amount to be transferred annually from the Fund’s realized 
earnings account to Fund principal, and thereafter be allocated to [he AmHess sub-account. 
Presently, no additional AmHess litigation proceeds are due from the producers, but annual 
earnings allocations and adjustments continue to be handled in conformity with AS 
37.13.145(d).

II. Q U E S T IO N S  P R E S E N T E D

1. Can the legislature repeal AS 37.13.145 at this time?

III. S H O R T  A N S W E R

1. Yes, the legislature has authority to repeal the provisions o f  AS 37.13.145.
However, the bias challenge aised by the producers in AmHess is one that is 
capable o f  repetition in future litigation. Most likely, it would be raised 
again.1 Therefore, repeal o f  AS 37.13.145 may undermine the State’s position 
in future litigation that Alaska judges and jurors are not financially impacted 
by litigation proceeds. The producers will argue that an a g u  mcnt by the 
State to segregate future litigation proceeds is illusory. They will contend that 
any segregation requirement will eventually be repealed, and the money 
thereafter commingled with PFD funds. Thus, under their argument, judges 
and jurors will retain an expectation o f  recovery from the proceeds in the 
matter before them, thereby requiring their disqualification.

IV. D ISCUSSION

As long as there are no contractual promises enforceable under the federal Contract 
Clause,' a valid general act m ay effectively repeal or supersede the provisions o f  a prior

This is so because the disqualification issue was never fully litigated on the merits 
through appeal in either the state or federal litigation arising out o f  Hess.

U.S. Const, art. 1, § 10, cl. 2 ( ‘[njo State s h a l l . . .  pass any . . .  Law impairing the 
Obligation o f  Contracts.*’).

’age 14



Cheryl Frasca January 28, 2005
Re: Repeal o f  Amerada Hess earning sequestration 

requirement in AS 37 13.145(d)

act.3 Here, there is no contractual promise with the Anti less parties to maintain a 
sequestration requirement for any fixed period o f  time, or indefini ely. No judicial order 
mandates the treaUnent. The reasons prompting enactment o f  the provision became moot 
when all issues in the case were settled in 1995. Thus, as a legal matter, the legislature is 
presently free to repeal the sequestration requirements o f  AS 37.13.145(d).

In practical terms, repeal o f  AS 37.13.145(d) would mean that the annual realized 
income of the Fund would be increased by the amount earned from approximately S400 
million o f  assets. Under the current distribution formula, this means that the amount o f  the 
annual PFD would be increased as a result o f  inclusion o f  AmHess proceeds in “the amount 
available for distribution to the dividend fund."4 The AmHess judges a^d potential jurors 
will now belatedly realize larger PFDs from repeal o f  the provision.

Although no legal obstacle impedes repeal o f  AS 37.13.145(d), the legislature may 
care to balance the benefits o f  such repeal versus the potential negative consequences. In 
the benefit column, there will be fairly insubstantial savings o f  APFD accounting time and 
bocxkeeping entries isolat' lg the funds and the earnings on those funds. Also in the benefit 
column, there will be an increased annual PFD available for all Alaskans. In the negative 
column, the legislature may have furnished the producers an evidentiary basis to argue in 
future litigation that “we all know that proceeds o f  this lawsuit will eventually find their 
way into the PFD, and therefore, no Alaskan judge or ju ror can be impartial.”

I cannot say that a future state or federal court would entertain such an argument 
based on a one-time incidence o f  repeal. It is even more tenuous to suggest, as the 
producers would, that Alaskan judges and jurors follow the requirements o f  PFD accounting 
so closely to know o f  the repeal o f  AS 37.13.145(d). However, it may unnecessarily 
complicate future litigation. Therefore, in the absence o f  a more compelling justification for 
repeal than I currently see, 1 would :ounseI leaving the statute on the books.

WLC:AMP:cb

State v. Lewis, 559 P.2d 630 (Alaska 1977). cert, denied, 432 U.S. 901. 

AS 37.13.145(d).
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Legislative Research Services
Alaska State Legislature State Capitol, Juneau, AK 99801
Legislative Affairs Agency Phone: 907-465-3991
Division of Legal and Research Services Fax: 907-465-3908

March 8, 2005

Memorandum
TO: Representative Lesil McGuire

FROM: Patricia Young I \ i /U j ^  '
Manager F  v ̂ V

RE: Use of Funds from Settlement of Amerada Hess (ANS Royalty Litigation)
LRS 05.211, Supplemental Material

As I understand it, the core question behind your request for background on Amerada Hess, has to do 
with the language in AS 37.13.145(d) which specifies as follows about proceeds from the case:

. . . 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 Ihe dividend fund, and shall be annually deposited into the principal of the 
Alaska permanent fund.

This provision was a very narrow piece of legislation, designed specifically to address the defendants' claim 
that any judge and jurors in Alaska would face an insurmounlable conflict of interest because they would all 
be permanent fund dividend recipients. The attached copy of Exxon Corporation v. Heinze, 32 F. 3d 1399 
(1994 U.S. App.) details the history of the conflict of interest issue and its resolution in the ANS Royalty 
Litigation (aka Amerada Hess). As you will see, the court ruled that the final version (the current version) of 
the law cured the bias problem. When all avenues of appeal on the conflict of interest issue ran dry, the 
producers settled the oil royalty claims and counterclaims. The underlying issues never came before a judge 
and jury.

Tamara Cook, legislative counsel, notes that a settlement agreement that prescribes how the recipient 
party can use the money would be a very unusual document. Ms. Cook believes that in this situation, there 
can be no conflict because there is no judge or jury making a decision. She suggests that the Department ol 
Low review their copies of the settlement documents for any language that limits the use of the funds.

I hope this is helpful. Please let me know if you hove questions or if I con provide you with any other 
information.



A m erada H ess S e ttle m e n t
P r in c ip a l

Beqinn inq Contribu tions Endinq

n r 1992 Inception 62.099,000 82,099,000
FY 1993 82,099,000 16.411,000 98,510,000
FY 1994 98,510,000 13,213,000 111,723,000
FY 1995 111,723.000 61,717,000 173,440,000
FY 1996 173.440,000 2,860,000 176,300,000
FY 1997 176.300,000 7,847,000 184,147,000
FY 1998 184,147,000 24,622,000 208,769,000
FY 1999 208.769,000 0 208,769,000
FY 2000 208,769,000 6,88o,000 215,655,000
FY 2001 215,655.000 13,587.000 229,242,000
FY 2002 229,242,000 (35,159.000) 194,083,000
FY 2002 194,083,000 0 194,083,000
FY 2003 194,083.000 0 194,083,000
FY 2004 194,083,000 0 194.083,000

Total 1 9 4 .0 8 3 ,0 0 0

R e a liz e d  E a rn in g s  (o ve r in f la t io n )

Beqinninq Add itions Endinq

0 0 0
0 4,6*11.000 4.641,000

4,641,000 5.620.000 10,261,000
10,261,000 6,145,000 16,406,000
16.406,000 18.441,000 34,847,000
34.847,000 21.377,000 56,224,000
56,224,000 31,254,000 87,478,000
87,478,000 36,086,000 123.564.000

123,564,000 30,331,000 153,895,000
153,895,000 7,687.000 161.582.000
161,582,000 (23,384.000) 138.198.000
138,198,000 0 138,198,000
138,198.000 0 138,198,000
138,198,000 14,713.000 152.911.000

Total 1 5 2 .9 1 1 ,0 0 0

In f la t io n -p ro o f in g

Beqinninq Add itions Endinq
Total Soltlomont 

Principal

0 2,005,000 2,005,000 84,104,000

2,005,000 4,541,000 6,546,000 109,697,000
6,546,000 3 615,000 10,161,000 132,145,000

10,161,000 5,060,000 15,221,000 205,067,000
15.221.000 5,864,000 21,085,000 232,232,000

21,085,000 7,058,000 28,143,000 268,514.000
28,143,000 6,853,000 34.995,000 331,243,000
34,996,000 5,102,000 40,098,000 372,431,000

40,098,000 8,307,000 48,405,000 417,955.000

48,405,000 14,543,000 62,948,000 453,772,000
62.948,000 (5,154,000) 62.112,000 394,393,000

62,112,000 4,318,000 62,112.000 394,393,000
62.112,000 6,160.000 68,272,000 400,553,000
68,272,000 9,133,000 77.405.000 424,399.000

Total 7 7 ,4 0 5 ,0 0 0

Note. FY2002 reduclions are Me result of an audit correction ol an over deposit of settlement principal and related earnings.

Source; Alaska Perm anent Fund, 1 2 /1 5 /2 0 0 4 P*H*f 4



04-20-05 0 8 :38am From-Office of the Governor - Anchorage T - i 42 P 03/ 03  F-405

April 4, 2005

G ovunor Frank Minkowski 
State o f  Alaska 
Box 110001 
Juneau, AK 99811

A: ire March 31, 2005 meeting the Craig City Council reviewed the Amernria Hess 
proposal now  before the legislature. The council supports the proposal.

The unique nature o f the Amcnrda Hess fund provides an opportunity to m eet pressing 
State and local capital needs around Alaska. Because Amerada H ess earnings cannot 
count toward annual Permanent Fund Dividend payments, appropriating the earnings 
toward many capiral projecis statewide provides tangible benefits to A laska residents. 
Included in these benefits ate the many economic development piojccts in  the proposal, 
including lease lot development at statewide airports, the Transportation A ccess to 
Resources Initiative, and otho.-s.

The proposed uea o f earning* fmm tim Amerada Hess fund will benefit all regions o f 
Alaska. The City o f  Craig supports this effort and will encourage the A laska Legislature 
to support the proposal as well.

Dear Governor M inkowski.

Cc: R q i, Bill Thomas
Sen. Albert Kookesh

J
(907) 826.3275 - Fax (907) 8 2 6 0 2 7 8 P.O. Box 725, Cruiu, A laska 99921

SH/fcD JO  M 13 B 4ZC9rorB6 z r i r o  s G 0 Z /n : / r 0



04-20-05 08:38am From-Office of the Covornor - Anchorage T M 2  P

PRINCE OF W ALES COMMUNITY A D V ISO R Y  CO U N CIL
ChaJ.rtn«n: Jon n o l i in g ,  C ra ig  po Box 72S
V lo i. COa-mwini A r t  K in g , tfaukh fc i C ra ig ,  AK 99921
fleck*envy/ (on?|
T T M b u rd n  C la im , U r le « , C o e in ii i  cove TAX; ( 907J 02C-2 S78

January 28, 2005

Governor Frank Murkowski 
State o f  Alaska 
Box 110001 
Juneau, AK 99811

Dear Governor M urkowski:

Prince o f  Wales Comm unity Advisory Council fPCW CAC) is an association o f  
communities on Prince o f W ales Island (POW ) dedicated to improving the quality o f  life on 
Prince o f  WaJea. POW CAC aclu’evcs this goal by acting in an advisory capacity to State and 
Federal agencies concerning issues that affect Prince o f  Wales communities.

POW CAC m e: on March 30 Naukoii. Among the issues discussed was the Arnerarla 
proposal. POW CAC supports the proposal,

Tku unique naw re o f  the Am eruda Here fund provides an opportunity to mew pressing 
State and local capital needs uround Alaska. Because Amerada H ess earning* cannot 
count toward annua! Perm anent Fund Dividend pjym ents. appropriating the earnings 
toward many capita] projects statewide provides tangible benefits to Alaska residents.
Included in these benefits arc the many economic development projects in  the proposal, 
including lease lot developm ent at statewide airports, the Transportation Acccsc to 
Resources Initiative, and others.

The proposed uoe o f earnings horn the Am erada Hess fund will benefit all regions o f 
Alaske. FUW CAC supports this etTon and will encourage the Alaska L e g is la tu re  tu 
support the proposal as well.

iH U ip g  
POWCAC Chairman

Scnutor Albert Kookesh 
Senaior Ben Stcdman 
Rtfprewenintive Jim  Elkina 
RopnesenMtivo Bill Thomas

PARTICIPATING COMMUNITIES 
_ (VrUrrwo Cnv» >7.rnic Mnllic Hyrtnpj uo. hCinjvtv* Nflnkdl. Thnrnn Ray. WhM'n Pn«t

10 35Vd DTVtfO X  A i l D e /c c 9 ja / .e 6  /.L itH  c o o c /H Z /rn
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Affiliated vriih NaHB

April 8, 2005

The Honorable Frank Murkowski 
Governor, State of Alaska 
P.O. Box 110001 
Juneau, AK 99811

apk
18 2005

Governor MurkowBki;

The Anohorege Home Builders Association is writing to you in support o f the two bills you introduced, 
House Bills 187 and 188 that, if  passed, would sell bonds for S343 million m capital projects to be paid 
back with the earnings of the Amerada Hess fund in the Alaska Permanent Fund The bills are currently 
in the House Finance Committee.

The Amerada H as  fund is a sub-account of the Permanent Fund that resulted from a settlement with oil 
companies about ten years ago. By law it can't be used to pay permanent flmd dividends. Its only 
purpose to this point is to get larger and larger and it has grown to 5424 million. Your plan is to take the 
earnings of the Amerada Heai fund tn sell 5343 million worth of bonds to fund capita] projects from 
around the state. The debt service payments would be pajd using the earnings o f the Amerada H cis fund.

Included sn the $343 million are important road projects across the state that would do everything from 
providing acceai tn areas of the state ourrently unavailable for economic development to relieving traffb 
congestion problems in Anchorage, Mat-Su and other areas of the state that have reached dangerous 
levels. Many of the growing deferred maintenance needs of the state would also be addressed.

Our construction industry needs these roads to continue to provide housing for the oitizena of Alaska. It 
makes a lot of sense to use a fund whose only purpose is to jet bigger and bigger for infrastructure that 
would benefit the entire stale.

The Anchorage Home Builders Asaocianon is a non-profit trade associauon roprcaenting more than 330 
members who arc residential builders, nimodelors and businesses related to the construction industry.

Sincerely,

Harley Sudi bury 
President
Anchorage Home Builders Association

“Building Better Places to Live, Work and Play”
ANCHORAGE HOME BUILDERS ASSOCIATION, INC.
*301 Sc boon S tm t , Suit* 200 * A nchorage, AK 99518 * (907) 522-3605  * Fax (907) 522-3757

01/01

TOTAL P . 0 7
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REATER *■ F A I R B A N K SHAMBERC  O M M C R C t
April 13, 2005

Governor Frank M urkow ski 
State of Alaska 
(907)451-2858

Dear Governor M urkowski,

The Greater Fairbanks Cham ber of Commerce (GFCC) recognize? an a  
applauds the efforts of the Governor and the Legislature in  pursu ing  a 
progressive, yet responsible and  reasonable, 2006 capital budget.

To that end, we have review ed the discussion advanced by SB155 and  the 
Governors' proposed u se  of A m erada Hess funds (HB1S7/188 and  SB 
121/122).

First, the GFCC strongly supports  N orthern Region capital projects arid 
im provem ents such a9 D alton H ighw ay upgrades and m aintenance, Interior 
transportation projects such as those prioritized hy the Fairbanks 
.Metropolitan .Area T ransportation (PMAT) Policy Com m ittee, and 
responsible capital im provem ents and m aintenance for the p ib lic  school 
system and the U niversity  of Alaska-Fairbanks. M any of these are included 
in  the attached GFCC ?0t)5 Legislative priorities.

Second, w e have encouraged the Legislature, in both  past and present years, 
to consider using Peim nnent Fund earnings reserve to help  support state 
services and projects, while inflation proofing the principal of the fund 
(rather than the m arket value), and  continuing to pay a reasonable annual 
dividend The Legislature currently  has the authority  1o, and should , use 
Perm anent Fund earnings und er the current system as necessary

Third, we believe that the m punaibk* and efficient use of A m erada Iicss  
earnings to help meet the S tate 's needs and to odvnncu critically needed 
capital and infrastructure projects makes sense.

800 Cushman St, Suite 114, Falrbank*, AK 99701 
phone: (907) 452-1105, fax: 007) 456-6968
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800 Cushman S t, 
phone: (907)
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' GREATER * F A I R B A N K SCHAMBERf O M M f R C E
W ith these positions in m ind , w c  u rge the Legislature and the G overnor to 
actively work together in  un ity  to reach consensus by the end o f the session 
regard ing  the use of these valuable revenue sources. Your m u tu a l leadership 
is absolutely necessary to b ring  m any im portant and m uch needed  Statewide, 
In terior and N orthern  Region projects to timely reality.

The Greater Fairbanks C ham ber of Commerce is com m itted to assist you in 
y ou r efforts to build  a better Alaska.

Sincerely,

7u~ t /  yVi-

N orm an Phillips, Jr. 
Board Chair

M argaret Russell 
G overnm ent Affairs G ic ir

Lanien Livingston 
Tresfd ent/CEO

cc: G overnor Frank M urkowski 
Alaska State Legislature

\G. 340 P. 2

Suite 114, Fairbanks, AK 99701 
452-1105, fax: (907) 4S&-69S8
e-maih fUflafajVbanocKjmbv.org 

wtbsitr www.fairtranfescKimber.org
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Introduced by: 
Date, 

Action: 
Vote:

City Minagcr Hcily 
April J 2, 2005 
Adopted 
Unanimous

CITY OF PALMER, ALASKA

RESOLUTION NO. 05-008

A RESOLUTION SUPPORTING GOVERNOR M U RK O W SK I’S PROPOSED USE OF 
A/1ERADA HESS SETTLEM ENT FUND PROCEEDS TO IM PROVE THE STATE'S 
TRANSPORTATION SYSTEM  AND TO COMPLETE OTHER STATE AND M UNICIPAL 
C vPJTAL IM PROVEM ENTS

W HEREAS, Stale Funds to finance capital projects hove been limited for o number of 
yt its due to the State’s reliance on fcdcial funds to pay for capital projects, resulting in project 
dt ays and added cost; and,

WHEREAS, Governor M urkow ski’s Amerada Hess proposal, which if  approved will 
ol ow proceeds from Am erada Hess settlement funds to be used for capital project funding, will 
al ow the State to begin construction on needed capital projects considerably faster than if 
fe IcraJIy funded, and.

WHEREAS, G overnor Murkovvski’s Transportation Initiative proposes specific projects 
cl giblc for Amerada Hess funding, including the Bogard Road extension to the Glenn Highway 
at i  planning for improvements to the Palrncr-Wasilla Highway, that will reduce congestion, 
in prove traffic safety, reduce travel limes, and improve w orker productivity; and,

W HEREAS, Governor M inkow ski's Transportation Initiative includes regionally 
si nificant transportation projects such as the Glenn Highway Corridor improvement that will 
hi >c d direct, positive impact on Fulmer residents commuting to work in Anchorage; and,

WHEREAS, Amerada Hess funds may also be used for other projects, such as the 
ex enston of public water ind  scw-er utilities from the City o f PaJmcr to the area o f the new 
re ,ionaJ hospital.

NOW, 1 HEREFORE, BE IT RESOLVED by die City Council of the C ity  of Palmer that 
th City Council supports the use o f  Amerada Hess settlem ent proceeds to fund Governor 

M  ukow ski’s Transportation Initiative and other capital projects, including the project to extend 
pi nltc water and sewer utilities to the area o f the new regional ho.spital, .and supports passage by 
th Alaska Legislature o f  HB 187, HB 188, SB 121 and SB 122 to establish the Alaska Capital 
Fi id  and the Alaska Capital Corporation to allow use ol Amerada Hess settlement proceeds for 
th :;c purposes.

Ci * .if Paln-.or, iMiUa Resolution No 05 008 
rige I nf 2
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Adopted: Apnl 12,2005

WASILLA PLANNING COMMISSION 
RESOLUTION SERIAL NO. OS- 07 

A RESOLUTION OF THE WASILLA PLANNING COMMISSION SUPPORTING THE 
GOVERNOR’S PROPOSED CAPITAL INFRASTRUCTURE IMPROVEMENTS.

WHEREAS, the City of Wasilla is one o' the fastest growing communities within

the State of Alaska; and

WHEREAS, Governor Murkowski has proposed funding a list of capital projects

that Includes projects vital to the City of Wasilla such as the Wasilla Transportation

Corridor, the Bogard Road extension and the Palmer Wasilla Highway that will greatly

reduce traffic congestion, improve traffic safely and reduce travel time; and

WHEREAS, the Governor's proposal Includes tourism promotion projects that

will have a positive and direct Impact on residents and businesses in tho City of Wasilla;

and

WHEREAS, State funds to finance transportation projects have been limited for 

a number of years due to the elate’s reliance on federal funds, resulting in many delays 

and addod development costs; and

WHEREAS, state funding will allow construction cf capital projects faster than if 

the projects are federally funded.

NOW THEREFORE BE IT RESOLVED, that the Wasilla Planning Commission, 

supports the Governor's proposed capital improvements project list; and

f i ' iy  of V W  la 
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BE IT FURTHER RESOLVED that the W asilla P lann ing Comm iss ion 

recommends tha t the W as illa to Big Lake Trail be added to the lis t o f tourism pro jects 

included in the G ove rno r's proposed cap ita l im provements.

ADOPTED by the W asilla P lann ing Comm ission on V / ’ z. /  , 2005 .

STAN TUC fcER , Chairman

4s J a ,U  k b t J ^ s . .
SANDRA GARLEY. City Planifer
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KATANUS K A - S U S I T N A  BOROUGH 
R ES O L U T I O N  SERIAL N O .  05-044

A R E S O L U T I O N  OF THE MA T A N U S K A - S U S I T N A  BOROUGH A S S E M B L Y  S U P P O R T I N G  
THE G O V ERNOR'S FROPOSED USE OF THE AMERADA HESS SETTLEMENT FUNDS TO 
IMPROVE T H E  STATE'S A N D  BOROUGH'S T RANSPORTATION SY S T E M  AND O THER 
STATE A N D  t^UNICIPAL CAPITAL IMPROVEMENTS.__________________________

WHEREAS, the Borough's above average pop u l a t i o n  g r o w t h  has 

p l a c e d  additional s h r a m s  on the existing road n e t w o r k  c reating 

moro con g e s t i o n  and reducing traffic safety; and

WHEREAS, State funds to finance capital projects has been 

limited for a number of years due to the States reliance on federal 

funds to p a y  for theee capital request.^, resulting in many delays 

and a d d e d  costs. This funding mechanism through Amerada Hess will 

allow the Stat? to b e g i n  construction for our well n e e d e d  capital 

projects c o n s i d e r a b l y  faster than if federally funded; and

WHEREAS, the Amerada Heaa proposal puto the fund to w o r k  for 

Alaskans, creating ;jcb opportunities, a vibrant economy, ,,nd access 

afforded by  rc^do and improved t r a n s p o r t a t i o n ; and

WHEREAS, the Borough supports tho funding ol capital projects 

through the A m e r a d a  Hess proposal that putri this a a thin merit m oney 

to w o r k  i cr A l a s k a n s  m  wave that will improve cur liver, reduce 

tuvKl lc congestion in the Matanuska-Susitna Horc.uqh, create access 

to ccnmur.itiwe, and devo l o p  Important projects for Alaskans; and 

WHEREAS, traffic congest, i or. ir.craatJefl t r a v e 1. times which 

n e g a t i v e l y  a f f ects bus i n e s s  expenses and reduces w o r k e r  

productivity; and

P .* .g I  o l 3 R rao lc tlo p . S e r t : i l  ,Vu CS- 04 t
I m .‘J o .  v t - c a u
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WHEREAS, G o vernor Murkowski has p r o p o s e d  the use of A m e r a d a  

Hess settlement proceeds to fund needed transportation improvements 

arid o t h e r  state and municipal capital projects; and

WHEREAS, the Governor's Tran s p o r t a t i o n  Initiative i n cludes 

important Borough transportation projects such as the B c g a r d  

Extenaion, the Palmer-Wasilla Highway, and the W a s i l l a  * 

Tran s p o r t a t i o n  Corridor chat will g r e a t l y  reduce congaoticn, 

improve traffic safety, reduce travel tirr.ee, and improve w o r k e r  

productivity/ and

WHEREAS, the Governor's Transportation Initiatives includes 

r e g i o n a l l y  significant transportation p rojects such as the G l e n n  

H i g h w a y  C orridor improvement that will have a direct, p o s i t i v e  

impact on Rorcugh residents commuting to work in A n c h o r a g e ; and 

WHEREAS, A m e rada Hess funds would also initiate add i t i o n a l  

growth in the Borough, both tHBidentlal and commercial, by allowing 

tho com p l e t i o n  of the water and sewer e x t e n s i o n  from the c i t y  of 

Palmer to the new hospital, thereby cre a t i n g  ma n y  new emp l o y m e n t  

opportunities; and

W H E R E A S , o ther capital improvements that w o u l d  occur in the 

Borough through the use oi Arrerada Hess Settlement proceeds include 

Byerj Hake /md N a n c y  Hake campground rehabilitation, W i l l o w  

M a i n t e n a n c e  Station replacement, and the p r o v i s i o n  of l o cal m a t c h  

lor Congreai.inr.ul transportation related earmarks; a.-..:

WHEREAS, funding Borough related campground improvHTiintw will 

addr e s s  n e c e s s a r y  m ajor maintenance work while also improving th*?

?«i*3a i at i Keoaluciem No. 05-C4«
: m No . 05 COS
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quality of life for Borough residents ar.d those v i s i t i n g  the 

Borough; and

W H E R E A S , r e p l acing the Willow Maintenance S t a t i o n  ia 

critically needed in order to provide effective highway maintenance 

and sr.ow removal service within tho GGorge Parka Highway corridor; 

ar.d

WHEREAS, tho use of the Amorada Hess Settlement proceeds will 

have no impact or. the Alaska Permanent Fund Dividend.

WOW, THEREFORE, SE IT RESOLVED, that the M a t a n u a k a - S u s i t n a  

Borough A o s e m b l y  supports the use of the Amerada HeGE S e t tlement 

proceeds to fund the Governor's Transportation Initiative and other 

critically ne e d e d  state and municipal capital projects,

BE IT F U R T H E R  F.ESOLVED, that the Matanuska-Suaitr.a Boro u g h  

Ass e m b l y  supports the use of the Amerada Heso Settlement p r oceeds 

to complete the w a t e r  ar.d cuwur e x t e n s i o n  from the city of Palmer 

to the r.ew hospital.

A D O P T E D  by the M a t a n u s ka-Susitna b o r o u g h  A s s e m b l y  thru 5 day 

oi /April, 2:)05.

ATTEST:

1M CDijvER, Depu ty Borough Mayor

IM g s  1 o f  J Kouuildt.Ion s « rx « l  Nu. 0S *ui4 
: m No . 05 •a® ')
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RESOLUTION
In support o f  Am erada H ess P roposal to  In v est in  A lask a’s  F uture

A RESOLUTION SUPPORTING THE GOVERNOR’S PROPOSED USE OF THE  
AMERADA HESS SETTLEMENT EARNINGS TO IMPROVE THE STATE’S AND 
COMMUNTIE8 TRANSPORTATION SYSTEM AND OTHER CAPITAL 
IMPROVEMENTS.

WHEREAS, in 1977. shortly  after oil s ta r ted  flowing in the T ran s  A laska  Pipeline, the 
s ta te  filed su i t  a g a in s t  the oil com panies th a t  were p roducing  N orth Slope oil, w ith  the  
claim  th a t  the  com panies  were u nderva lu ing  the  wellhead price of the  s t a te ’s royalty 
oil, t h u s  depriving A laskans of the  full value for the ir  resource . This law su it— called 
A m erada  H ess b e ca u se  th a t  w as the first oil co m p a n y  listed in th e  com pla in t—w as 
se ttled  18 y ears  la ter  before going to trial. U n d e r  the  co u rt  se t t lem en t a n d  s u b s e q u e n t  
legislation, the  incom e from the se ttlem ent w as specifically excluded from the  a n n u a l  
P e rm an en t  F u n d  dividend calculation.

WHEREAS, the  p roposed  legislation leverages the  A m erada  H ess a c c o u n t ’s in te re s t  
earn ings  to sell $340  million in bonds to finance  m uch -n eed ed  cap ita l  p ro jec ts  th a t  
will help  prepare  for A laska’s future.

WHEREAS, u n d e r  the  p .oposa l, these would be se lf-supporting  b o n d s  in w hich  th e  
a n n u a l  deb t service would be paid from the  A m erada  H ess a c c o u n t 's  a n n u a l  earn ings .

WHEREA8, the A m erada Hess proposal p u ts  th e  fund to work for A laskans , fund ing  
im po rtan t  p ro jec ts  in ou r  s ta te  th a t  will im prove o u r  day-to-day lives an d  p rep a re  
A laska for its future.

WHEREAS, s ta te  fu n d s  available to finance cap ita l  in f ra s tru c tu re  a n d  to a d d re s s  
deferred m a in ten an ce  needs  have been limited for a  n u m b e r  of years .

WHEREAS, th is fund ing  m echan ism  will allow cons tru c tion  on t ra n sp o r ta t io n  p ro jec ts  
to begin considerably  faster th a n  if they a re  funded  by federal fu n d s , w hich  add  hree- 
to-tcn years  in time a n d  increase  project costs. It als;- will allow th e  s ta te  to fund  its 
priorities instead  of the federal g overnm en t’s a s  requ ired  w hen u s in g  federal fun ds .

WHEREAS, four bills in the Alaska L egislature, H ouse  Bills 187 a n d  188 a n d  S e n a te  
Bills 121 a n d  122, propose th is  m echan ism  a s  a way to pay  for th e se  im p o rtan t  
projects,



04-12-05 O S :31 am From-Office of the Governor - Anchorage T-I Z3  P 03/ 03  F-38C

WHEREAS, the u s e  of the  Am erada H ess se t t lem en t  earn ings will p u t  th e  se t t lem e n t  to 
work on behalf of A laskans and w ithout im pacting  the Alaska P e rm tm en t  F u n d  
dividend.

NOW, THEREFORE BE IT RESOLVED, th a t  th e  A laska C oa lition  o f  S m all B u sin ess
supports  the leveraging of the Amerada H ess se tt lem en t earn in gs  to fu n d  im p o r ta n t  
transporta tion  projects and  o ther critically n eeded  in fra s tru c tu re  in v es tm en ts .

On behalf of the A laska Coalition of Small B u s in e ss  on the 11th of April, 2005 .

George Kallas 
President
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800 Cushman St., Suite 114, Fairbanks, AK 99701
: phone: (907) 452-1105, fax: (907) 45&-69G8
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April 13, 2005

Representative Kevin Meyer 
Alaska State Legislature 
(907) 465-3476

Dear Representative Mevei,

lire  Greater Fairbanks Chamber of Commerce (GFCC) recognizes and 
applauds the efforts of the Governor and the Legislature in pursuing  a 
progressive, yet responsible and reasonable, 2006 capital budget.

v‘
To that end, w e have reviewed the discussion advanced by SB155 and the 
Governors' proposed use of Amerada Hess funds (HB1S7/188 and SB
121/122). j

First, die GFCC strongly supports N orthern Region capital projects and 
im provem ents such as Dalton Highway upgrades and maintenance, Interior 
transportation projects such as those prioritised by the Fairbanks 
M etropolitan Area Transportation (FMAT) Policy' ’ Committee, and 
responsible capital improvements and maintenance for the public school 
system and the University of Alaska-Fairbanks Many of these are included 
in the attached GFCC 2005 Legislative priorities.

Second, we have encouraged the Legislature, in both past and present years, 
to consider using Perm anent Fund earnings reserve to help support state 
sendees and projects, wliile inflation proofing the principal of the fund 
(rather than the m arket value), and continuing to pay a reasonable annual 
dividend. The Legislature currently has the authority to, and should, use 
Perm anent Fund earnings under the current system as necessary.

Third, we believe that the responsible and efficient use of Am erada Hess 
cam ings to help m eet the 5tate's needs and to advance critically needed 
capital and infrastructuie projects makes sense.
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W ith these positions in mind, we urge the Legislature and the Governor to 
actively work together in unity’ to reach consensus by thb end ofj the session 
regarding the use of these valuable revenue sources. Youf m utual leadership 
is absolutely necessary to bring m any im portant and m uch needed Statewide, 
Interior and N orthern Region projects to timely reality. 1

000 Cushman St, Suite 114, Fairbanks, AK 99701 
| Dhone: (907) 452-1105, fax: (907)450-6968
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: i;
The Greater Fairbanks Cham ber of Commerce is committed to assist you in 
your efforts to build  a better Alaska. j

Sincerely’,

N orm an Phillips, Jr. 
Board Chair

7

M argaret Russell 
Government Affairs Chair

m. ;A fis tp fcK  
Lanien Livingston 
President/CEO

cc: Governor Frank Murkowski 
Alaska State Legislature
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