





REPORTED OUT

SENATE FINANCE COMMITTEE REPORT MAY 1 5 2005
SENATE FINANCE
DATE: 4/29/05 FURTHER: COMMITEE

DATE TURNED ]
inTo oFrices ISTOaj

Finance Committee considered SENATE BILL NO. 122
SB 122 AMERADA HESS INCOME; CAPITAL INCOME ACCT.

"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."

and recommends CS Senate Bill
[ ] Same Title
[ 1 be replaced with [ j New Title
[ 1 adopt previous SCS House BiIll:
[ ] Same Title
[ 1 attached amendment(s) [ ] Technical Title
Change
[ 1] adopt Letter or Intent by Committee [ 1 New Tille w/
SCR #
[ 1 further referral to Committee
NEW FISCAL NOTE(S) PREVIOUS FISCAL NOTE(S)
Department Fiscal Department Fiscal
from.

( ] APPROPRIATION - no fiscal note

SIGNATURES™ND RECOMMENDA' Amend

Cochair

Cochair



REPORTED OUT

FISCAL NOTE MAY 1 5 2005

SENATE FINANCE

STATE OF ALASKA Fiscal Note Number: 1 COMMITEE
2005 LEGISLATIVE SESSION Bill Version: SB 122
(S) Publish Date: 2/28/05
Revision Date/Time (Note if correction): Dept. Affected: Revenue
Title Alaska Capital Income Account RDU AK Permanent Fund Corporation
Component AK Permanent Fund Corporation
Sponsor Governor
Requester Component No. 109
Expenditures/Revenues (Thousands of Dollars)
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 OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) | 1

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
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: 00
Mark this box (X) if funding for this bill is included in the Governor's FY 200G budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata page itnecessary)

This bill would create a new account, the Alaska Capital Income Accont, 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 costs as a result of this bill.

Phone ‘165-2047

Prepared by: Michael Burns, Executive Diroclor/CEO
Date/Time 2/2*1/2005

Division Alaska Permanent Fund Corporation

Approved by: Dato 2/24/2005

Agency
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SENATE COMMITTEE REPORT
First Committee of Referral

DATE: 2/23/05 FURTHE
Date of 5-Day Notice: < DATE TURMNED I
(inaccordance with Uniform Rule 23) INTO OFFICE: 4 J-1/0

State Affairs Committee considered SENATE BILL NO. 122

SB 122 AMERADA HESS INCOME; CAPITAL INCOME ACCT.
"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."

and recommends:

Senate Bill:
[ ] bereplaced with, CS Same Title
New Title
dopt ' CS
[ ] adopt previous Houge BiII:T.l
ame Title
[ ] attached amendment(s) } Tcehchnical e
i ange
[ ] adopt Letter of Intent by Committee 1 New ngtle o/
[ ] further referral to Committee SCR #
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Indet. Zero FN# Department Date Fiscal Indet. Zero FN#
WREV  yx/ / 1

[ 1 APPROPRIATION e« no fiscal note
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Frank H. Murkowski
JUNCAU, ALASKA 99B11-000]
Governor (907) 465%3500
QE?>* RGOV, STATE AK LB FAX (907) 46573532
! : WWW.GOV.STATE.AK.US

State of Alaska

Office of the governor

Juneau

February 25, 2005

The Honorable Ben Stevens
President of the Senate
Alaska State Legislature
State Capitol, Room 111
Juneau, AK 99801 *1182

Dear President Stevens:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, Jam
transmitting a bill that would establish the Alaska capital income account as a
separate account of the Alaska permanent fund, and would authorize the
deposit into that account of the earnings on money received from State v.
Amerada Hess, et al., 1JU-77-S47 Civ. (Superior Court, First Judicial District).

In 1992, the state’s oil and gas royalty litigation (State v. Amerada Hess,
et al., 1JU-77-847 Civ. (Superior Court, First Judicial District)) was headed to
trial, Both state and federal judges had expressed concerns about the capacity
of Alaskan judges and jurors to participate in the case on an impartial basis in
light of the fact that the earnings on the portion of any recover}’ in the case
would be deposited into the permanent fund and be used to pay the permanent
fund dividends that all judges and jurors receive. AS 37.13.145(d) was
enacted, which deposited into the principal of the permanent fund the earnings
of all amounts received from settlement of this case. Thus, the concern about
impartiality was resolved by disallowing the earnings from the settlement from
being used in calculating the annual dividend amount.

The Amerada Hess litigation is now completed, though the possibility of a
re-opener subject to an arbitration remains. Approximately $425 million from
this case, including earnings on settlement receipts and inflation-proofing, was

deposited into the permanent fund.

This bill proposes to end inflation proofing of the part of the permanent
fund principal attributable to the Amerada Hess settlement and to authorize
the deposit of the earnings from the settlement proceeds into a separate
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account of the Alaska permanent fund called the Alaska capital income
account. The money in this separate account could then be appropriated by
the legislature for any valid public purpose, including covering debt service on
bonds to finance capital improvements in the state issued by the State of
Alaska Capital Corporation under a companion bill 1also am transmitting.

I urge your prompt and favorable action on this measure.

Sincerely yours,

Enclosure





