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SB 122 AMERADA HESS INCOME; CAPITAL INCOME ACCT.

"An Act establishing the Alaska capita l 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 fo r an effective date."



• REPORTED OUT

FISCAL NOTE M A Y  ]. 5 2005

STATE OF ALASKA Fiscal N ote  N um ber : 1
SENATE FINANCE 

COMMITEE
2005 LEGISLATIVE SESSION Bill Version : S B  122

(S) Pub l ish  Date: 2 /28 /05

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

Dept. Affected: 
RDU
C o m p o n e n t

R e v e n u e
AK P e r m a n e n t  Fu n d  Corporation  
AK P e r m a n e n t  Fund  C orpora tion

S p o n s o r
R e q u e s t e r

G ove rnor

Expenditures/Revenues

C o m p o n e n t  No. 

(Thousands of Dollars)

109

N ote :  A m o u n ts  d o  no t  include inflation u n l e s s  o th e rw ise  n o ted  below.
O PE R A T IN G  E X PE N D IT U R E S FY 20 0 6 FY 2007 FY 2008 FY 20 0 9 FY 2010 FY 2011
P e r s o n a l  S e rv ic e s  
T ravel 
C o n trac tu a l  
S u p p l ies  
E q u ip m e n t  
L an d  & S t ru c tu re s  
G ra n t s  & C laim s 
M isce l lan eo u s

T OTAL O PER A TIN G 0.0 0.0 0 .0 0.0 0.0 0.0

C APITA L E X PE N D IT U R E S

C H A N G E  IN R E V E N U E S ( ) | 1

FU ND S O U R C E  ( T h o u s a n d s  of Dollars)
1 0 0 2  F e d e ra l  R e c e ip t s
1 0 0 3  G F  M atch
1 0 0 4  GF
100 5  G F /P ro g ra m  R e ce ip ts  
1 0 3 7  G F/M enta l  Health
O th e r  (Specify Type--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (FY 2005) c o s t :  0  0
M ark  t h i s  b o x  (X) if f u n d in g  fo r  t h i s  bill i s  i n c l u d e d  in th e  G o v e r n o r ' s  FY 200G b u d g e t  p r o p o s a l :  

PO SIT IO N S
Full-time
Part- t im e
T e m p o ra ry

AN ALYSIS: (Attach a separata p a g e  it necessary)

This bill would create a new account, the Alaska Capital Income A ccon t, 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.

P r e p a r e d  by: M ichae l  B urns,  E xecu tiv e  Diroclor/CEO  P h o n e  ‘165-2047
Division A la sk a  P e r m a n e n t  F u n d  C orpora tion   D a te /T im e  2/2*1/2005

A p p ro v e d  by:______________________________________________________________________  D a to  2 /2 4 /2 0 0 5
A g e n c y  ____________________________________________________________________

( f tv n w U  1WV70CM OWUl
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SEN ATE COMMITTEE REPO RT 
First Committee of Referral

<2
DATE: 2/23/05

Da te  o f  5-Day N o t i c e :
(in a c c o r d a n c e  wi th Uni form

S ta te  Af fa i r s  Comm i t t e e  c o n s i d e r e d  S E N A T E  BILL NO. 122

Ru le  23)

FU R TH E

D ATE  T U R N E D  
IN

u  tr i u n iN c u  / .
TO  O F F IC E :  4 J-1/0

SB  122 A M ERA D A  H E S S  INCOME;  CAP ITAL IN CO M E  ACCT .

"An Ac t e s t a b l i s h in g  the  A l a s k a  cap i ta l  i n c ome  a c co un t  wi thin t h e  A l a s k a  p e rm an en t  fund;  re lat ing to d e p o s i t s  
into the  a c coun t ;  re la t ing to ce r ta in  t r an s f e r s  r e ga rd in g  the A m e r a d a  H e s s  s e t t l em en t  to o f f s e t  the e f f e c t s  of 
inf lat ion on the  A l a s k a  p e rm an en t  fund;  an d  prov id ing  for a n  e f fe c t i v e  da te ."

a n d  r e c om m en d s :

[ ] b e  r e p l a c e d  wi th . 

[ ] adop t  p r e v i o u s

CS

CS

[ ] a t t a c h e d  am endm en t ( s )

[ ] adop t  Let ter  of Intent by  

[ ] fur ther re fer ra l  to _______

Comm i t t e e

Comm i t t e e

S e n a t e  Bil l :
[ ] S am e  Title 
[ ] New  Title

H o u s e  Bil l :
[ ] S am e  Title 
[ j Techni ca l  Title 

Change  
[ ] New  Title w/ 

SCR  #

N E W  F IS C A L  NOTE(S) : P R E V IO U S  F I S C A L  NOTE(S ):

Depa r tm en t Da te F i s c a l Indet . Z e r o FN# Depa r tmen t D a te F i s c a l Indet . Z e ro FN#

■REV y * / / 1

[ ] APPROPRIATION • no fiscal note
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F eb ru ary  25, 2005

The Honorable Ben Stevens 
President of the  Senate 
Alaska State Legislature 
S tate  Capitol, Room 111 
J u n e a u ,  AK 99801 * 1182

Dear President Stevens:

Under the au tho ri ty  of a rt. Ill, sec. 18, of the Alaska Constitu tion, J am  
transm ittin g  a  bill th a t  would es tab lish  the Alaska capita l income accou n t a s  a 
separa te  accou n t of the Alaska p e rm an en t fund, and  would authorize  the 
deposit into th a t  a cc o u n t  of the  earn ings on money received from State  v. 
Am erada Hess, et al., 1JU -77-S47 Civ. (Superior Court, First Jud ic ia l  District).

In 1992, the s ta te ’s oil and  gas royalty litigation (State v. A m erada Hess, 
e t al., 1JU -77-847  Civ. (Superior Court, First Jud ic ia l District)) was headed  to 
trial, Both s ta te  an d  federal ju d g es  had expressed co n ce rn s  ab o u t the capacity  
of Alaskan jud ges  and ju ro rs  to participate  in the case  on an im partial bas is  in 
light of the fact th a t  the earn ings  on the portion of any  recover}’ in the case  
would be deposited into the p e rm a n e n t  fund and be u se d  to pay the  p e rm a n en t  
fund dividends th a t  all ju d g es  and  ju ro rs  receive. AS 37.13.145(d) was 
enacted , which deposited into the principal of the p e rm a n e n t  fund the  earn ings  
of all a m o u n ts  received from se ttlem ent of this case. T hus, the  concern ab o u t 
impartiality w as resolved by disallowing the  earn ings from the se ttlem ent from 
being used  in calculating  the a n n u a l  dividend am oun t.

The Am erada H ess litigation is now completed, though the  possibility of a 
re-opener sub ject to an  a rb itra tion  rem ains. Approximately $425  million from 
this case, including earn ings  on se ttlem ent receipts an d  inflation-proofing, was 
deposited into the p e rm a n en t  fund.

This bill p roposes to end  inflation proofing of the part of the p e rm a n en t  
fund principal a ttr ibu tab le  to the  Am erada Hess se tt lem en t and  to au thorize  
the deposit of the ea rn ing s  from the  settlement proceeds into a  separa te
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accoun t of the Alaska p e rm a n en t  fund called the Alaska capital income 
account. The money in th is separa te  accoun t could then be appropria ted  by 
the legislature for any valid public  purpose , including covering debt service on 
bonds to finance capital im provem ents in the s ta te  issued by the S ta te  of 
Alaska Capital Corporation u n d e r  a com panion bill 1 also am transm itting .

I urge your p ro m p t and favorable action on th is  m easure .

Sincerely yours,

Enclosure




