ALASKA LEGISLATURE 1881
HOUSE and SENATE FINANCE COMMITTEE FILES. 1999




Distributed Income
Scerario 188 - (Introdcirg RisK)
DIVriliuinl Incorre, Promil ol Morming® Kinnc Lintation
Tjrtur

IIiI'hjéf*ai*

[Demo Model]

El

Applying the Model

Comparing the Status Quo to three
variations on a Market-Value-Based
Distribution Rule.
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Base Case

* Actual results through December 1998

* No appropriation from ER in FY 1999

* 1999Callan capital market assumptions.
* Asset Allocation: “18% Equity.

* Distributed Income: status quo.

« Inflation-Proofing: status quo.

* Earnings Reserve limitation: status quo.
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Distribution

= Actual results through December 198.

= No gppropriation from ER inFY 190.

= 1999 Cal lan cpital market assunptions.

= Asset Allocatian: 48% Eopiity.

« Distrilbuted Incaore: 4.5% of 5-year average
market \alle.

= Inflatic-Proofing: statts qLo.

= Eamings Resenve limitation: statusqLo.

Percent ofMarket Value -5.5% Distribution
Inflation-Proofing slatis nnamings Resene

= Actual results through December 1998.

= No gppropriation fron ER inFY 1900.

= 1999 Callan cpital market assunptions.

= Asset Allocation: 68% Eoity.

 Distributed Incare: 5.59%of 5-year average
market valle.

= InflatioProofirg: stays inEamings Resene.

= Eamings Resenve limitation: status qLo.
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= Actual results through December 1998.

= No goprgpriiation from ER inFY 190.

* 1999 Callan pital marketassunptios.

= Asset Allocatian: 48% Eoity.

« Distributed Incone: 4.3%6ofF5~year average
market\alLe.

= InflaticProofirg: stays in Eamiings Resene.

= Eamings Resene limitatian: status quo.
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Reserve Account
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Inflation-proofing to Principal
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Earnings Reserve Balance
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Distributed Income
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Inflation-proofing to Principal
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Key Findings

« Thu Permanent Fund can support its three objectives
under the current distribution formula across most
market outcomes.

« A market-value-based distribution rule can result in
a more stable distribution stream than the current
income-based distribution rule.

« Higher levels of distributed income require greater
allocations lo higher-return, higher-risk assets (i.e.
equities.)

« Distributing income in excess of sustainable levels
creates potential shortfalls in future distributions due
to the Fund's requirement to preserve principal ("if
you pay out more today, you must pay out less

B tomorrow.")



Capital Market Assumptions AssetAllocation - 48% Equity
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Expected Return: 8.25%*
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AssetAllocation - 65% Equity
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aska ermanen un * APFC focus: investment management
Long-Term and structures, not public policy
Investm ent Considerations i
Key assumptions
e How the Fund works

* A look at a distribution based on % of

ﬂJHV'ﬁT market value rather than % of income
APFC Presentation to Senate Finance * MOMA - correlated Monte Carlo
March 31,1999 simulation computer modeling

* Alaskans made a series of
Vf tv APFC mission decisions 20 years ago about the
Permanent Fund which have

. . served us well.
Maximize the value of Alaska's oil

revenues through prudent long-
term investment and protection of
principal to produce income to
benefit all current and future
generations of Alaskans.

imsaiEiissg”a
Distribution of Fund income
since inception
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* In the Trustees’ view, it is not
likely that the existing investment
and distribution structures will
work as well for Alaska in the
next 20 years... and here’s why...
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Long-term total returns

\\//* 15 years ended Decerrber 311098
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e ... and that causes an
inconsistency between current
Generally Accepted Accounting
Principles (GAAP) and state law,
according to Morrison & Foerster
and KPMG.

e The conflict arises in regards to
the definition of “income available
for distribution” ... more on that |

jlater. s
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* GASB 31, the new financial
accounting standard, changes the
way the APFC reports income in
the earnings reserve account...
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At the heart of APFC investment
planning for the future will be the
attempt to mediate among these
conflicting objectives:
1 Maximize long-term total return.
2. Maximize annual spending distributions.

3. Preserve the eal (i.e., inflation-adjusted)
value of the Fund and the distributions.

4. Maximize lhe stability and predictability
of spending distributions.

And the real rate of return on your
investments will be determined by:

1. Capital market returns

2. Your asset allocation

Projected PF Realized and Total Rates ol Return
Based on the Fund's 1998 Asset Allocation and
the 1999 Callan Capital Market Assumptions
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Q. How much can be distributed
while still preserving the real (i.e.,
inflation-adjusted) value of the
fund?

A. If you want to preserve the real
value of the Fund, you must not
spend more than the real rate of
return on your investments over,
the long term.

Projected PF Realized and Total Rates ol Return
Based on the Fund's 1998 Asset Allocation and
the 1999 Callan Capital Market Assumptions
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Projected PF Realized and Total Rates of Return
Based on the Fund's 1998 Asset Allocation and

the 1999 Callan Capital Market Assumptions
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A8 Daily Unaudited Position
Incorme Ve JSS. as of March 29, 1999
“‘f@@ﬂ&ﬁ‘ﬁwm AN Fixed Income $10,811,300,000 43%
9y ACPTXip] U.S. Equities $9,165,500,000 36%
Non-U.S. Equities  $3,321,300,000 13%
. . Real Estate $1,937,600,000 8%
ol v A 3 HNVEUS» 1 ’ 1
SRR R e v Alaskan CDs $190,000,000 1%
TOTAL $25,425,700,000 100%
b *
o SRR
Source: wanijpfc.org -l
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EQ®w the Fund works

Priority for use of Fund Income

Alaska Statutes (AS37.13.140and 145)
provide till' following priority for (lie
pay inoill ofdividends and inflation-proofing:

) first, dividends are calculated and paid;

lilcll

2) Second, an amount ofincome sufficient to
offset Ihe effect of inflation is transferred
to principal.

Income available for distribution
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Hypothetical Calculation ofincome
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Dividend Calculation

llie dhidend appropriation is the lesser of:

D) 120f21% of the sum of the last Syears’
realized caminus.

Or

2)  1/20fthe earnings reserve account at the
end «fihe current fiscal year.
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How the Fund wo |23

Annual Permanent Fund Dividend
(mictilalinn for dividend dislritinted in October 1998 continued)

e Step 1is less than Step 2;
e The dividend pool is 1/20fStep I;
e 51787 million divided hy 2=S893 million;
* T hen, after some minor adjustments,
divide by eligible applicants =
1998 dividend per person;
* |A 9Bdividend = $1,540.88 per person.

Annual QG iaNR i iy v den?

* Step 2is less than Step L
* The dividend pool is 1/2 of Step 2,
* $900 million divided by 2=$450 million;
* Then, after some minor adjustments,
divide by eligible applicants =
1998 dividend per person;

* FY98 hypothetical dividend =
$756.06 per person.
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Distribution based on
percentage of market value

e Trustee Hugh Malone first voiced
support for this concept in the late
1980s

e Recommended for further study by
the Commission on the Future of
the PF in 1990

e Recommended by LRFPC in 1995 faaS
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Inflation-proofing

Millions

|Rata ot Inflation 1
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State of New Mexico Investment
Council --1998 annual report:
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Marketvallue-essdl dstritio T

Advantages:
* Provides more predictability and stability
in annual distributions

e Disconnects investm ent d.ecisio.ns from
short-term spending considerations

e Spending provision becomes part of
iong-term investment strateqgy rather than
tactical response to market cycles

The Trustees'.Papers#6

ot “If the Permanent
Fund is one of
our major
M I-MVMI MM KO%  Tesources, how
can it be used to
advance all
Alaskans’visions
a and values
for the future?"

For electronic copies of today’s
APFC PowerPoint presentations,
send an email request to Jim Kelly,
Director of Communications at
jkelly@alaskapermfund.com
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MEMORANDUM State of Alaska
DEPARTMENT OF NATURAL RESOURCES DIVISION OF OIL AND GAS

TC Senators Parnell and Torgerson date: March 26, 1999
Co-chairs, Senate Finance

TELEPHONE; 269-8800
FROM: k u w yd

Director
subject: Hearing Documents

Sorry for the informality of the memo but my secretary is out today and this is the best 1can do.

Enclosed are a number of things related to your reque.st. I’ve numbered them to make it a little
easier (I hope) to identify what each piece is.

Page Number

1-2 The OLD (1998) production forecast by field.

3-4 The OLD (1998) production forecast by lessee.

5 -6 The NEW (1999) production forecast by field (DRAFT).
7-8 The NEW (1999) production forecast by lessee (DRAFT).
9 Map, Northern Alaska Activity

10 Map, Cook Inlet Activity

u CliaH, Projects Under Development (2/99)

12 Chan, Undeveloped Oil Accumulations (2/99)

13 Map, NPRA
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TABLE 2A - OIL PRODUCTION FORECAST AND AVAILABLE ROYALTY OIL
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TABLE 2B - OIL PRODUCTION FORECAST FOR PRODUCING
AND DEVELOPING NORTH SLOPE FIELDS, BY LESSEE
THOUSANDS OF BARRELS PARDAY. INCLUDES OIL. CONDENSATE, AND NGLs
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Average fiom operator roR/aII tlalomenlI O‘Januar Ihiouch December 1997.
‘EndiroN* production includes End.coN and sag Della North. .... Nk1.(29) North Prudhoe Pay Stale,
nJ ‘Creator Point Mcintyre" produclion includes l.aburne, Niakuk, W est Niakuk 27), Nokuk (28). Ninhun rtcmn riuunuc *
Point Mcintyre, and Weal Beech.
1 ‘Kuparuk River Unit'includoo Kuparuk, Tarn, and Weiisak.
T point* production Includes Milne Point, Sclirruirr Bluff, end Sap Rr/cr.
® -Prudhoe Bay Unif includes Prudhoe Bay and Satellites.
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DRAFT
TABLE 2B - OIL PRODUCTION FORECAST FOR PRODUCING

TSGRy P D%&%MMMLOPE FIELDS, BY LESSEE

2001 2002 2003 2004 200S 2006 2007 200* 2009 20)0

PRODUCTION FORECAST FOR NORTH SLOPE (2)
Aleln* § 75 75 75 75 72 68 67 59 52 43
m » 4 4 42 40 338 3B B’ 29 2
/o 7 17 17 17 16 15 1 1B U 1U
UTP (3L 22.00% 7 1w 17 1w 1B 1 1 1B 1 1
Badami 5 5 4 4 3 2 2 -
£l 4 4 3 3 2 2 | i e
) 0 2 2 i 1 1 1 1 1 -
Wy M 39 3 31 28 24 20 1y B 3 il
) A 4 "2 3 3 2 2 2 2 1
g o o0 0 ©0 o0 0o 0 0 0o Q0
e 2 21 18 16 14 16 0 9 7 6
i o 0 0 0 o0 0o 0 0 0
b ¢ o 0 0 0 0 0o 0 0 0
e 8 0 6 6 5 4 3 3 3 2
8 ¢ 99 8 5 8 8 8 8 8
ant Mot G 9% 81 74 6 56 50 45 40 35 3
/ 2 24 2 19 1 14 13 U 10 9
3% 31 27 23 20 18 1B 14 13 1
Ui 3 29 26 2 20 7 16 14 12 1
K%k river UTE 6) 232 224 211 201 194 199 190 180 166 156
127 123 16 110 107 109 9 91 B6
9 8 ‘g 18 B /8 74 70 65 6l
o o 0 0O 0o 0 ©O0 0 0 0
o 06 0 o 0 0 0 0 0 0
1 1 1 1 1 1 1 1 1 1
? 12 W u 10 u 0 10 9 6
5 6 49 52 5 6/ 6/ 6 65 64
47 4 51 6L 61 60 60 59
5 60 60 62 42 34 29 24 20 16
5 59 59 5 4 3 A 24 20 16
0 1 1 0 0
530 515 513 493 474 453 425 397 378 343
154 149 149 143 137 123 115 110 99
204 198 198 190 183 174 164 153 146 132
3 '3 3 3 3 3 3 2 2 2
164 150 149 143 133 1 123 115 110 100
0 0 "0 "0 0 % 5 0 0 0
6 6 6 6 5 5 4 4
7 7 7 17 6 6 6 5 5 5
‘ 2 2 2 2 2 2 2 1 1 1
TOTAL Amoco 5 4 4 4 3 3 2 2 2 2 1 1
TOTALAnadarko 6 17 17 17 17 16 1S 15 13 uU 1
TOTAL Arco 361 341 351 338 328 314 300 293 273 258 240 221
TOTAL BP 4621_ 4260 407 446 432 410 38ft 37t 356 332 311 28
TOTAL Chevron 3 3 3 3 3 3 3 3 2 2
TOTAL CIRI 0 0 @ 0 0 0 0 0 0 o0
TOTAL Dovon 0 0 0 0 0 0 0 0 o0 0
TOTAL Exxon 238 213 196 186 181 172 162 ISy 143 132 >25l 113
TOTAL Fina 1 6 2 2 6 6 0 1 -
TOTAL Forcenerav 0 a 0 0 0 0
TOTAL Mobil 8 7 17 17 7 6 6 6 6 5 5 4
TOTAL Murohv 0 6 1 6 0 1 1 0 0 o0
TOTAL NANA o Q 0 0 60 0 0 0 O
TOIAL Oxy. 4 4 4 4 5 6 6 6 g 5
TOTAL Priflies* g 8 7 7 71 1 6 6 6 b 5
TOTAL Texaco 2 2 2 2 2 2 2 2 1 1 1
TOTAL UTP (3) 7 v oz ok L B B I I
TOTAL Unocal 1]% @_ B 14 14 13 13 12 1 10
TOTAL North SloDe__ 1 1033 1,049 1,017 970 922 893 842 .783__23i_ 669

PROJECJED NORTH SLOPE ROYALTY SHARE
128 121 116._10y._1.0j__ 95-(Z

B3 12 1!\{]L
g QF?H u%f&anuaryt rouah Docomber 198
%u@?lg %ﬁ&ﬁ%s%ﬂﬁ% amﬁf}&%%\'ﬁh% Prudhoe Bay Stole. Paint Mclntvro.

Uﬁ@?ﬁ%ﬁayand g W?@E%u‘f and Sacr River.

[JEuv
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Projects Under Development

Northern Alaska (February 1999)

Project Status Expected Expected
Start Up Peak Production

Dale Rate (x 1,000 bbls/d)

Badami Production started, but currently shut-in NLA .
Northstar** Ice road construction and EIS work 017 0
underway

Alpine Construction work underway [0

grltjqq?e Bay Exploration/delineation/testing uuderway 198 * 40
atellites

SKl% Ia_rtuk River  Exploration/delineation/testing underway 198 X
atellites

Wiest Sak Initial development underway 1998 16

Schrader Bluff ~ Expansion work slowed:; under review NA 16

* Various Facility Sharing Agreements Needed Prior to Start-Up
** Construction of modules halted, moving forward with permitting
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Undeveloped Oil Accumulations

Northern Alaska (February 1999)

Esti

Discovery Recoverable

mated

Name Date Reserves

Point Thomson 1977 % M&/IBO
FIaxréen leand % |:
Sourdoug ”?OU
N by 180 TOMVBO
e o
Flor %% ’?8:
hglru élt<ar %% 14ZI\C/I)II\/IB
Pruc&hoe Bay*  Satellites 241 MMB

* Development in progress or planned in the near term.
MMBO - millions of barrels of oil
TCFG - trillions of cubic feel of gas

Comments

Near ANWR; gas, condensate, and oil

Terﬂarx turbidites, | ln Pt Tnomson Unit
Thomson Unit

ace
ﬁ( eau?ort OCS, tested at A00BOPD
|\/|I elson B aya[]ea
OCS Waters nort of Pt. Thomson

ear upar
wo mter Fsat 124SBOPD
Two Intervals at [ﬁ
Beau rt Sea, Inclu alsland
Severa separate accu ulations



SENATE FINANCE COMMITTEE
LOG NOTES
03/29/99

SENATE FINANCE COMMITTEE
LOGNOTES

[ENTER MEETING DATE]

GENERAL SUBJECT(S): BALANCED BUDGET PRESENTATION

The following overview was taken iIn log note format. Tapes and
handouts will be on file with the Senate Finance Committee through the
21st Legislative Session, contact _465-2618. After the 2ist
Legislative session they will be available through the Legislative
Library at 465-3808.

Time Meeting Convened: 9:25 a.m.
Tape(@): SFC-99 #69, Side A (000 -

PRESENT :

Senator Parmell
Senator Torgerson
Senator Donley
Senator Leman
Senator Wil"ken

Senator Adams
Senator P. Kelly
Senator Green
Senator Phillips

XXX X
XXX X

Page 1



LOG SPEAKER
000 Co-chair Parnell

Pat Davidson

Co-chair Parmell
Ms . Davidson

Co-chair Pamell

Ms . Davidson

Senator Phillips

Ms . Davidson

Senator Phillips

SENATE FINANCE COMMITTEE

LOG NOTES
03729799

DISCUSSION

Reconvened the committee for DFYS Audit

Review. He noted there will be two_

individuals to testify regarding this

review.

Director, Division of Legislative Audit was

Invited to join the comittee. January _

1998 audit of Division of Health and Social

Services. FY 97 DFYS social workers did

not consistently conduct the department.

1. Legislature consider additional funding
for social workers.

2. DFYS should report back to the
Legislature how this was used.

3. Admin Services should report how

funding was used. i

Reﬁor j of harm be Investigated.

Asked explain "work load adjustment'

Delay or never investigate harm if It iIs a

minor ham. L o

She continued specific position requests.

Filled October 1998 i

Sept. 14, 1998 statute for child

rotection. ) ) )

1(Sggstg,wldenc;e funds used i1nappropriately in

DFYS cannot iInvestigate each report of

Made significant progress to provide
training for staf?

Deficiencies In case management status.
Recommends DFYS upgrade . )
Page 22 of audit report. Asked she explain
prior recommendations no 5 and 8.

Responds. = When agency faced with workload
that funding doesn"t_ allow complete address
must develop priorities. Difficult
decisions must be made by management.
Should not be left to individual social
worker. Falls in line with recommendation
#8 regarding workload. This iIs large
agency, large staff involved. Need to
develop workload measurement tool. How
much time i1s a standard report of harm.
Found no substantial progress on these two
prior recommendations. i

Concerned with page 24, prior
recommendation #7.

Dees fall in line. Department always
trying to respond to matters. Will be
enhanced with better information system.
Re: Division of Legislative Audit's _
current position on prior recommendation.

Page 2



SENATE FINANCE COMMITTEE
LOG NOTES
03/29/799_
Co-chair Pamnell Referred to Audit Report. Sort of sterile
government terms. Asked definition of
‘child protection™.

Ms . Davidson More children at risk. Department needs to
recognize and respond.

Karen Perdue Commissioner, Department of Health and
Social Services was invited to join the
comittee. Introduced Russ , Deputy

Commissioner and Theresa Tanoury, Child
Protection. She referred to their audit
handout. Hired 28 new employees and got
them trained by January.

Re: Audit Number 1 released 8
recommendations.

Re:  Audit Number 2 released 6
recommendations._

They have 30 offices and performance has
increased dramatically In answering calls.
Major progress in Mat-Su and Ketchikan.
Fairbanks took dip same as Anchorage over
summer because of training. Kenai and
Juneau have increased. Increase iIn number
of families receiving ongoing services.
Trying to comply with new law asking them

to act faster.

Co-chair Pamell Reports of Harm graph. Took in more calls
and more cases assigned to CP workers. Is
that what the iIncrease shows?

Ms. Perdue Numbers go up and doan.

Co-chair Parmnell Trying to distinguish depts graph and audit
report graph.

Ms. Perdue One month more priority ones and cases take !
longer to investigate. Response time is
more.

Co-chair Pamell Percentage assigned for iInvestigation.
Asked for clarification.

Ms . Perdue Brief update on Anchorage. Knew they

needed to focus on training because they
had large tumover. Have to go see_ the
child. Were getting a new case assigned

every 3.5 hours. ese were physically
impossible to handle. Lost many case
workers.

Refers to Response to March 1998 Audit and
January 1999 Follow-Up Audit. Have seen an
Iimprovement since Janan%- dlee law but

e

tremendously impacting the department.
February this year 44 child adjudications.

As example. ocused In implementing the
new law. L

Performance measures iIn missions and
measures. Seems to be tracking and really
likes_ them. i
Training: Have had workers pay for their

Page 3



Co-chair Pamell
Ms . Perdue
Co-chair Pamell

Ms . Perdue

Senator Phillips
Russ Webb

Senator Phillips
Russ Webb

Ms. Perdue
Senator Phillips
Ms . Tanoury

Russ Webb

Senator Phillips

Pat Davidson

SENATE FINANCE COMMITTEE

LOG NOTES

03729799
own_training. o
Legislature budgeted training last year.
Is this not enough?
Faced with specialized training for
workers.
Training monies only been encumbered
recently.
Has to do with RSA. Training 1S ongoing.
Academy opened iIn August. i
Does not dlsa%ree with any recommendations.
# and #8 within their work plan.
Refers to chart ogfpage 8 of handout.
Explained Report Harm Prioritization.
Priority 3 has been workload adjusted.
Offices doing this at their own -
However, this iIs not appropriate. Trying
o bring ev%‘\ﬁone up to the same level.
Can"t just e on workers to iInvestigate
cases, must have workers to provide follow-
uw- Can be mmproved. Cannot ask social
worker to Investigate more than two cases
per day. No call comes iIn simple. Stories
very complicated. nless child is being
tortured It _is a s™otle rating. _Is
everyone using the same iInformation to rate
calls. Working on having everyone using
the same rating system.
Is this handout curi=nt procedure?
From March audit last year. This procedure
has been In place for many years.
Is ghere arl1 update’?ﬁ : :
We have icy. Difficulty is applying
mat_polllpgy- One has to be app??eql
consistently so_all understand rating of
priorities. Priority 1 and 2 are never _
alloned to remain uninvestigated. Question
arises to workload and staft.
Does not like work load adjustment.
Have you achieved perfection? i
Explained that when three reports received
on one child they do investigate. Inminent
danger is not there. Someone goes to check
on the child. Only low risk priorities are
not responded to immediately.
Perhaps when one actually goes an
Investigates the call the priority is
higher and more risk and danger to the
child. Case worker struggles with the
decisions that must be -
Audit report said there iIs not an
extablished policy. )
What you have iIs a very rough cut. Looking
for policy 1t has to be more than a three
way cut. General guidance is out there,

Page 4



Russ Webb
Senator Kelly

Ms . Davidson

Senator Kelly

Ms . Davidson

Ms . Perdue

Co-chair Pamell
Ms . Perdue

Senator Phillips
Russ Webb

Senator Wilken

Ms . Perdue
Senator Wilken

Ms . Perdue
Co-chair Parmell

Senator Phillips
Ms . Perdue

SENATE FINANCE COMMITTEE

LOG NOTES
03/729/799

however not sufficiently for consistent

across the state response.
Believes they have not achieved perfection
and there is room for Improvement.
Referred _to_priori}y handout. 70 - 90 days
o do training? _If prioritization carried
out by fully trained staff operating at
full capacity?
Prioritization is for initial reports of
harm. HB 375 addressed when children were
In custody.
Prioritization schedule does not seem to be
that lacking. Trained staff and fully up
1 s peed, perhaps this wouldn™t bee this
. Audit was a bit premature because
audit was being done wnen new workers were
coming on and not fully trained and up to
speed at the time.
Agrees that the audit was a little
premature. Did not expect to see Increase
In reports of harm. Prioritization for
first three cuts iIs reasonable. However,
they see so much ha\ﬁ)lﬁenm at all lewvels.
t. d social workers where do you put them.
Problem must be identified. Management
must refine workload measurement.
Theory they would never go back on an
office. Does not want to put too much
faith in computer. This is complicated and
tough decisions must be made. Trying to
bring everyone up. There is still a great
unevenness within the State.
Risk assessment tool. They do have a lot
of homework to do. And they are trying.
Reports of harm in January down.
Thanked for new help given. _Some positions
went into ongoing and community care
licensing.
Case load standards?
Is in audit response. Would be happy to
provide in further detail.
Re: page 5 Child Protection Status Report.
(Tai)e switch side B at log #586.)
Explained briefly.
A year from now looking at standards and
measurements are these the five we will
see? Or are there more categories of
success and failure? i
Performance measures which are iIn packet.
Cautioned that will wrap this upin about a
five minutes.
Have you hired now staff in Anchroage?
Yes. Mat-Su and Kenai pulled out of
Anchorage area so they could get the
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SENATE FINANCE COMMITTEE
LOG NOTES
03/729/799

attention they needed.

Russ Webb Responds. There is no particular average.
Initial investigation, court time, etc.

Senator Kelly Concern with reports of harm.

Ms. Perdue HB 375 teachers are mandated reporters.
But they cannot get back to them.

Ms . Tanoury Meet once a month with mandated reporters.

Mostly hear about low risk kids iIn classes.
Coming into class hungry.

Ms . Perdue Pilot project in Mat-Su. Hungry child
living In home with no running water and

parents between jobs. This 1S not a
protection matter.

Senator Kelly Actions_taken resulted in better
protection? o
Ms . Tanoury Has 1ncreased communication between

department and mandated reporters. Feels
situation will improve.

Senator Green Breakdown In priorities. How do you base
response time for priority three?
Russ Webb Less timely on priority 2°s and clear they

are not timely on priority 3"s. But they
really must respond co all calls because
they really never know the actual extent.

Co-chair Pamell Workload adjustment?

Ms . Perdue Something they have been doing for years
and would like to get out of rt. However,
something they have three year plan iIn
budget that would get them to no more work

load adjustment.

Co-chair Parmell Part of Smart Start?

Ms . Perdue Yes.

Senator Wilken Suggested audit was premature. He felt
audrt not premature, but drawing

conclusions was premature. Huge project,
huge task. Must be vigilant, however not
an indication of lack of support for the
project. He will continue to support.

Co-chair Pamell Moved In to Balanced Budget. Cautions
committee they are still iIn order.

(brief at ease) i i
Reconvened the comittee. Trying to keep
everyone on time.

Willson Condon Commissioner, department of Revenue was
invited to join the comittee. Spring
forecast be ready first of next week. Oil
roughly at $14.50/barrel. Over next five
years expected revenue will be $1 billion
400 million. That"s what iIs expected on an
average. May be some up and down periods
over the next five years.

Refers to Constitutional Budget Reserve

Exhausted. i i
Page 2, Annualize $1.00/barrel iInpact on
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SENATE FINANCE COMMITTEE

Senator Torgerson
Commissioner Condon

Senator Torgerson

Commissioner Condon

Senator_Torgerson
Commissioner Condon
Co-chair Pamell

Commissioner Condon

Senator Wilken
Commissioner Condon

Senator Phillips
Commissioner Condon
Senator Wilken
Commissioner Condon

Senator Leman

Senator Phillips
Commissioner Condon

Co-chair Pamell
Ken Boyd

Co-chair Pamell
Ken Boyd

LOG NOTES
03/29/799 _
General Fund Unrestricted Revenue. i
Referred to g . More than 50% decline
1990 to 2000. Ilar change worth less
than half to us.
$14.50 anticipated use?
Figure they will arrive at within a couple
of dimes.
Working on looking at budget over 20-year
time frame?_ Any suggestions or
recommendations?
O1nl prices will increase with inflation
going forward. History a guide, then you
woulld question that conclusion. North
Slope oil averaging about $16/barrel.
Wasn®"t much help.
Believes if one takes $16/barrel will be
How do the experts project out In 20 years?
What measures are :
Make judgments about what"s going to happen
in terms of demand, response to the demand,
where will the supply come from, what"s
oing to happen technologically. Also must
ctor in a political _judgment. In
response to Senator Wilken, staff has also
done their own projections.
Change 1s projections?
Yes. How much oil i1s available.
(tape change to #/0, Side A)
Any projection to replace diminishing oil?
Relates to jobs and ANWR.
Would be easy to calculate but could not
give number presently.
General number under which pipeline
wouldn®t work?
Estimate i1s 300,000 barrels/day would not
perhaps be economical.
Tring to figure out big drop this fiscal
year and next fiscal year. Looking at
(I:harl;ts with general decline iIn production,
ooks.
When do we reach 300,000 barrels/day?
About year 2020. Based on today"s
information.
Comments to Ken Boyd on line.
Director, Oil and Gas
Refers to his memorandum dated 3/26/99
Pages 5 & 6 current. Compared page 1 and
5. _Starts with North Slope (Alpine)
Alpine will cone on a little later In year
. _ In response to Senator Pamell
explained totals. 'State total" is total
of all columns.
Production a little bit down?
Things have changed over night.
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Senator Wilken

Mr . Boyd
Senator Wilken

Mr . Boyd
Senator Torgerson
Mr . Boyd
Senator Torgerson
Mr . Boyd

Senator Torgerson
Mr . Boyd

Senator Torgerson
Mr . Boyd

Senator Torgerson

Mr . Boyd
Senator Torgerson

Mr . Boyd

Senator Torgerson
Mr . Boyd
Senator Torgerson

Mr . Boyd
Senator Torgerson

Mr . Boyd

Senator Torgerson

Mr . Boyd

SENATE FINANCE COMMITTEE

LOG NOTES
03/29/799

9% reduction? He figures about 16%
reduction.
Responds. i _ i
Further query? Difference In reduction.

Asked that be reconciled.

Page 9, map. Can provide individual copy
iIT need be. i i

Please identify projects listed on page 11.
Offered brief clarification. Page 12.
Projected iIncrease.

Referred to several satellites. Estimate
not an absolute number.

Added 50,000 barrels/day.

Totals are there. See page 12.

Undeveloped Oi1l Accumulations - Kuvlum and
Tern Island/Liberty described. Fiord will
get results shortly. Northstar waiting to
see what the federal agencies battling each
other come up with.

Page 13 - _National Petroleum Reserve-
Alaska -A) Will have to wait and see
what happens In May.

Query. Doesn"t see Aurora.

Aurora discovered last Friday. This is
+ust a satellite. Will know more about
hompson by September . )

Wants everything included If we know they
are out there. Doesn"t want any thing left
out.

Will be able to tell what is included and
what was left out due to time.

What do you have for the new platform at
Cook Inlet?

Did not focus on Cook Inlet for this

presentation. Can provide this
C|i nformation. Does not have any present
ata.

No other data?

All kinds of estimates.

Mood to speculate. Should be able to put
in a plan for production.

Mo public available data at this time.
Asked Mr. Boyd®"s comments on ARCO - British
Petroleum merger.

Each con;%?vny has a settlement agreement. _
Gave a Insights. As the day passes it
will sink in.

Possible iIncrease in gas production. Any
comments?

Numbers can"t get much higher than what
they are. _Understands 90 some odd thousand
iIs the limit. Numbers can"t get much

bigger.

Page 8



Senator Wilken

Mr . Boyd
Senator Wilken

Mr . Boyd
Co-chair Parmell

Greg Williams

Co-chair Pamell

Mr. Williams
Co-chair Parnell

Mr. Wil3.i1ams

Co-chair Parmell

Senator Wilken
Co-chair Parnell

SENATE FINANCE COMM

LOG NOTES
03/29/799

ITTEE

Refers to commissioner Condon®s testimony

slow down to 300,000/barrels/day.

agree?
Yes.

Do you

Keep track of number of drill rigs
operating on the slope over past 3 years

and next 1 -2

years.

Will send requested information to Senator

ngﬁEQi Boyd
Thanked Mr. -
Labor .

Department of
comittee. Will

popullation projections.

years. = Assum
continuation of
distribution

small groups of le.
g“os% domiﬁgg% factor

boom.

increase. Have

in Alaska has some

Called Department of

DiscusEaggpulation-

r wvas invited to join the
give brief overview on
1 Projections go out
tions made are

istorical trends. Age
large and
Refers to the baby
IS natural
seen booms and busts that

do not last long periods of time. School

age population and the elderly.
increase starting now.

Substantial

to see significant iIncreases.

Going
Substantial

strain on resources by that time.

Other group of 1
children.

nterest iIs school age

Fairly flat.

Asked for break-out over next five years.

Concern Anchorage has lost jobs.

at 1Is

ct on migration and children not iIn

im
school.
Responds.

Asked for forecast over next five years

and take

status, loss of

Difficult project.

Into account current economic

Not prepared to do

this. These numbers have been just
released. The current changes account for

relativel
Result of
Differentia

agin

little school

enrolIment.
of trough_ born about 1975.

shift by regions.

Governor planning for iIncrease In_studer.c

population.

What are the realistic

assumptions to be made?

Age 5-17.

Hearing in Mat-Su Valley.

Adjourned meeting at approximately 11:20

a.m.
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JL rivitization
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VI.

VII.

VIII.

IND EX

Page Numbers

Alaska CPR Paper

Scenario Summary

1998 DNR Land Sales

Proposed Sales @ 30% sales price - $1500/acre

Proposed Sales @ 25% sales price - $1000/acre (5% down - 10 yr)

Proposed Sales @ 25% sales price - S1000/acre (10% down - 10 yr)

Proposed Sales @ DNR Average Price S4609/ac (5% Down - 10 yr)

Proposed Sales @ DNR Average Price 54609/ac (10% Down - 10 yr)

Proposed Sales @ DNR Average Price (5% Down - 15 yr)

Proposed Sales @ DNR Average Price (10% Down - 15 yr)
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A laska State Legislature

Chairman,
JooayComitiee DRotk:d
Suic Capitol | J Suil<; 203
Juneau, Alaska 99H01-1182 Ketchikan. Alaska 99901
m B & /y (507) 22Vvwwa

(907) -165-387
Fax: (907) 465-3922

fur (907) 225-071)

Senator Robin L. Taylor

ALASKA CPR

Recently a friend of mine suffered a heart attack. Fortunately, a bystander immediately
recognized the symptoms and administered CPR. My friend has recovered now, and by watching
his diet and exercising, his future looks bright, Alaska needs CPR and we need it NOW! The
CPR we need is Cuts and Consolidation, Privatization, and Resource Development.

Over the past few years, Alaskans have watched as state leaders used our state reserve accounts
instead of living within the state's income. Our economy has suffered one seizure after another:

. Fish prices have slid to historic lows

. Over 4,000 family support resource jobs in Southeast Alaska have been lost

. Opening of the AJ mine in Juneau was stopped

. The price of oil has sunk to a forty year low... 85% of our state’s income
depends on the price of oil.

. Over 6,000 oil industry and related jobs have been lost in the last six months

Despite these crises no effort has been made by the administration to reduce spending in any
state agency. Instead our Governor wants to steal over 500 million dollars out of the wallets of

working families and wants them to pay for 600 new state employees.

My CPR plan leaves your money in your pocket and creates new wealth for Alaskans.

1. cut and Consolidate - We must reduce the size of state government and stop

wasteful duplication in state agencies.

2. PI’IV&'[IZG - Private ente, prise can provide many government services more
efficiently and at lower cost. Every state in the union, except Alaska, has experienced
significant savings without the loss of essential services, by using the private sector
where appropriate.  This will also provide more opportunities for private sector

development.

Distrioc A:
llvder * Ketchikan * Kupreanof ¢« Movers Chuuk * Petersburg « Saxman * Sitka ¢ Wrangell



MAR 30 '99 16=26

Attention; Lacey Travis

FR RELIABLE TRANSFER

Free Delivery Coffee Supplies

Monthly Specials

ltem
Coffee:

Sweetener:
Creamer:
Cocoas:
Teas:

D istributor of

789 1272 TO SENATE FINANCE P.01/01

Coffee, Tea, Cocoa,
Sugar, Creamer, Cups,
Cleaning & Maintenance

For the Month of April 1999

Brand Onainal
Gourmet Medallion $ 38.95
Maxwell FrRst Decaf $ 45.95
Dixie Sugar Packets $ 10.95

Coffee Mate FrVanilla Can §  2.95
SwissMiss Sugar Free Cocoa §  9.95
Hot Spiced Cider $§ 4.95

Special

$ 35.75
§ 4145
$ 10.15
$ 195
§ 745
$ 3.95

** TOTAL PAGE.O1

*H



A la sk a S tate S en ate

Senate Finance Committee

Mail Stop 3100

( Miiri;il Business State Capitol
A G E N D A Juneau. :Izskzpcl)gsot—tks.

WFDNESDAY. 31 MARCH 1909

800 AM.
SB9  PERS CREDIT FOR NONCERTIFIED EMPLOYEES

SB & CPFE%I%ITED SERVICE FOR TEMP EMPLOYEES:
SB3B  TASKFORCE ONPRIVATIZATION

BALANCED BUDGET PLAN PRESENTATIONS:

JIMKELLY
PERMANENT FUND CORPORAT ION

(CONTINUED NEXT PAGE)



WEDNESDAY.31 MARCH 1999 (PAGE 2)

6:00 P.M.

SB 101 DEFINITION OF DISASTER

SB24  REGULATIONS: ADOPTION AND JUDICIAL
REVIEW

SB 113 FINANCES OF ALASKA HOUSING FINANCE
CORPORATION

SB42  199REVISOR’SBILL

SB8&  CIGARETTE SALES: AGREEMENT/ESCROW

(BILLS PREVIOUSLY HEARD AND/OR SCHEDULED)



3. Resource Development- We need to develop and sell resources including land.
At statehood, Alaska received over 103 million acres of land. These lands were
selected for their valuable timber, mineral, agricultural and oil potential. Today less
than 3/10 of 1% of Alaska is privately owned. If we sell 250,000 acres of land
annually at 30% of the 1998 average sales price for land sold by DNR, we will
generate annual revenues in excess of 350 million dollars a year. If we use DNR’s
actual average sales price, revenues will be in excess of 1Billion dollars a year.

Our state owned forest is 25% larger than all the forests in Alberta, Canada. Alberta
employs over 42,000 people in direct timber industry jobs, 4 times mort people than
the peak employment during our pipeline days. Presently, our forests support only a
handful of workers and “millions of bugs”. If we continue with the current
administration’s policies our children will inherit barren grasslands.

Let’s try a little CPR, get this state back on its feet, then with a little TLC, a healthy dint and
letting the people of Alaska exercise their inherent rights to own a piece of this great land, our
future will be bright, and wc won’t he bleeding money away from working families.



A laska State Legislature
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Senator Robin L. Taylor Fax (@

The State of Alaska has 103 million acres of state
land. These lands hold tremendous values in
timber, agricultural, recreational, and other

resources. The following scenarios are based on

the actual 1998 Land Sales as documented by the
Division of Lands

Calculations were based on the average sales price
of state land sold in 1998 of $4609 per acre. |If you
were very conservative and only budgeted based on
sales prices of $1000 per acre (less than 1/4th the
prices generated last year), the revenues to be
generated in future years are shown on the next

page.



PARCEL
6

C
10
12
18
19
24
28
29
30
31
32
33
34
41
52
54
55
56
57
58
59
61
64
69
70
13
14
76
80
81
§2

Stale of Alaska
1998 Land Sales

SUBDIVISION Extra Detai MIN BID BID AMT

Coffman cove 12,000.00 14.200.00
Coffman Cove 12,800.00 13.676.00
Coffman Cove Waterfront 35,000.00 43.82116

Coffman Cove 10,900.00 13,000.00
Naukati Bay West 15,700.00 20,557.00
Naukati Bay West JJ,700.00 20.557.00
Naukati Bay East 15,800.00 23.500.00
Thorne Bay Waterfront 22,000.00 80,1250
Thorne Bay 24,000.00 40.100.00
Thorne Bay Waterfront 23,000.00 36,000.00
Thorne Bay 39.000.00 42,002.00
Thome Bay Waterfront 31.000.00 43,261 700
Whale Passage 18.000.00 25,000.00
Whale Passage 41,000.00 71,387700
Chase 7,900.00 10”010.00
Peters Creek 8,900.00 10,252.00
Peters Creek .J,800.00 12.556.00
Peters Creek 10,000.00 15~106.99
Peters Creek 8,200.00 21.002.00
Peters Creek .10,000.00 23.500.00
Peters Creek 9,900.00 13.600.00
Peters Creek 8,800.00 10,005,99
Peters Creek 9.600.00 J 125,00
Peters Creek 8.200.00 10.256.00
Robe Lake 29.000.00 32.159.00
Robe Lake _30,000;po 31.323.00
Robe Lake ~20,000.00 27,ppZ"p
Robe Lake 15.000.00 21.092.00
Robe Lake 28300.00 32,000.00
Robe Lake 30.000.00 30.5p0.00
Robe Lake "26/000L0g 3111100
Robe Lake 21.000.00 26,110.00

ACREAGE
1.08
117
1.47
0,93
2"09
1,56
2,18
4.80
4.63
4.92
4,16
4.32
2.17
2.71
15.71
4.68
4,90
5.00
4.09
5,00
4.93
4.86

4.30
4.91
5,00
4,64
J3.95
4,27
5.00
4.86
4796

$/ACRE

13348/
11,688.9
297810.6
J3,978.5
9,835.9
13.177.6
8.453.2
JStZOp.l
_8,660.9
7,317A
10.096.6
10,014.1
9.025.3
"26742,1
637.2
2J90,6
2,562.4
3N021.4
5.135.0
4.700.0
2,758.6
21058.8
3) 57.6
2"385,1
6,549.7
6.264.6
5.820;5
5.339.7
V 4941
Alco;o
67°401,4
51264.1



PARCEL
83
88
89
90
91
94
95
96
97
98

101
102
103
105
106
108
110

111
I 12
113

SUBDIVISION

Robe Lake

Chena Hot springs Il
Chena Hot Springsl|
Chena Hot Springsl|
Chena Hot Springsl|
Delta

Delta

Delta

Eagle

Eagle

McCloud

McCloud
Tenderfoot
Tenderfoot
Tenderfoot

Tok

Tok/Tetlin
TOK/Tethin v o
Tok/Teiiin
Tok/Tetlin
TOTALS

Average Price per Acre =

Total Acreage to be sold/yi

Revenues Generated *

Extra Detail

250,000.0

$1,152,250,000

Stale? of Alaska
1998 Land Sales

MIN BID

19.000.09
7,800.PC

~~5,000.00

5,400.00
5,400.00
5,000.00
5,200.00
5,000.00
7,700.00
6,400.00
6,500.00
11,000.00
5,500.00
6,100.00
6,700.00
14,000.00
13,200.00
14,000.00
10.900.00
10.990.00

172,990.00

BID AMT

24,110.00
19,000.00
6,150.00
6,000.00
6,000.00
7,098.00
6,669.00
6,000.00
9,220.00
7,000.00
15,503.00
14,187.80
5,651.25
10,010.00
10,010.00
20,100.00
18,001.00
15,200.00
14.000.00
14.000.00

1,093,862.64

ACREAGE

Revenues generated were 42% more than the minimum bid which represented the appraised price.

‘This is the total if paid in full at time of sale

NOTE: See next sheet for different payment scenarios

S/IACRE



YEAR

[EEN

O O 0O J oo U1 &=~ GO PO —

Total ~ Average $
acreage sold per Acre
250,000 1500
250,000 1500
250,000 1500
250,000 1500
250,000 1500
250,000 1500
250,000 1500
250,000 1500
250,000 1500
250,000 1500

I
NOTE; |If the land sold for cash, The fofal revenues would be $375,00

Total Sales Price

375,000,000
375,000,000
375,000,000
375,000,000
375,000,000
375,000,000
375,000,000
375,000,000
375,000,000
375,000,000

Revenue Scenario for
Proposed Land Sales

10% Down -10% Interest
10 Year Term

10% down

37,500,000
37,500,000
37,500,000
37,500,000
37,500,000
37,500,000
37,500,000
37,500,000
37,500,000
37,500,000

Annual Payments @
10% Int.

53,521,048
53,521,048
53,521,048
53,521,048
53,521,048
53,521,048
53,521,048
53,521,048
53,521,048

Total Annual Revenue

37,500,000

91,021,048
144,542,096
198,063,144
251,584,192
305,105,240
358,626,288
412,147,336
465,668,384
519,189,432

0,000 per year. The above
scenario.reresents a 10% down, 10% interest, 10 year term financed by the state.

. |
After 10 years, we would have sold only 2% of the T03 miflion acres we were granted at statehood.

Sales price 30% of 1998 Land Sales by DNR.... $1500/acre.

Sen. Robin Taylor



YEAR

[EEEN

O W OO~ O U~ GO R

Total  Average $
acreage sold per Acre
250,000 1000
250,000 1000
250,000 1000
250,000 1000
250,000 1000
250,000 1000
250,000 1000
250000 1000
250,000 1000
250,000 1000

Total Sales Price

250,000,000
250,000,000
250,000,000
250,000,000
250,000,000
250,000,000
250.000.000
250.000.000
250,000,000
250,000,000

Revenue Scenario for
Proposed Land Sales

5% down

12,500,000
12,500,000
12,500,000
12,500,000
12,500,000
12,500,000
12,500,000
12,500,000
12,500,000
12,500,000

5% Down -10% Interest
10 Year Term

Annual Payments @

10% Int.

37,662,960
37,662,960
37,662,960
37,662,960
37,662,960
37,662,960
37,662,960
37,662,960
37,662,960

Saies Price $1000/acre

Total Annual Revenue

12,500,000

50,162,960

87,825,920
125,488,880
163,151,840
200,814,800
238,477,760
276,140,720
313,803,680
351,466,640

Sen. Robin Taylor



Revenue Scenario for
Proposed Land Sales

10% Down -10% Interest
10 Year Term

Sales Price $1000/acre

Sales Price $1000/acre

Total Average $ Annual Payments @

YEAR  acreage sold per Acre  Total Sales Price 10% down 10% Int. Total Annual Revenue
1 250,000 1000 250,000,000 25,000,000 25,000,000
2 250,000 1000 250,000,000 25,000,000 35,680,704 60,680,704
3 ' 250""0bb 1000 250,000,000 25,000,000 35,680,704 96,361,408
4 250,000 1000 250,000,000 25,000,000 35,680,704 132,042,112
5 250,000 1000 250,000,000 25,000,000 35,680,704 167,722,816
6 250,000 1000 250,000,000 25,000,000 35,680,704 203,403,520
7 250,000 1000 250,000,000 25,000,000 35,680,704 239,084,224
g 250,000 1000 250,000,000 25,000,000 35,680,704 274%764,928
9 250,000 1000 250,000,000 25,000,000 35,680,704 310,445,632

10 250,000 1000 250,000,000 25,000,000 35,680,704 346,126,336

Sen. Robin Taylor



Revenue Scenario for
Proposed Land Sales

5% Down - 10% Interest
10 Year Term

Tota

acreage  Average $ Annual Payments @

YEAR sold per Acre  Total Sales Price 5% down 10% Int. Total Annual Revenue
250,000 4609 1,152,250,000 57,612,500 57,612,500
250,000 4609 1,152,250,000 57,612,500 173,588,586 231,201,086
250,000 4609 1,152,250,000 57,612,500 173,588,586 404,789,672
250,000 4609 1,152,250,000 57,612,500 173,588,586 578,378,258
250,000 4609 1,152,250,000 57,612,500 173,588.586 151,966,844
250,000 4609 1,152,250,000 57,612,500 173,588,586 925,555,430

250,000 4609 1,152,250,000 57,612,500 173,588,586 1,099,144,0-16
250,000 4609 1,152,250,000 57,612,500 173,588,586 1,272,732,602
250,000 4609 1,152,250,000 57,612,500 173,588,586 1,446,321,188
250,000 4609 1,152,250,000 57,612,500 173,588,586 1,619,909,774

oQOCXD\IC)U'I_b(;QI\_)H

Sen. Robin Taylor



YEAR

=~ o PO —

O O - o>

Total acreage

sold

250,000
250,000
250,000
250,000
250,000
25G.000
250,000
250,000
250,000
250,000

Average $
per Acre

4,609
4,609
4,609
4,609
4,609
4,609
4,609
4,609
4,609
4,609

Revenue Scenario for
Proposed Land Sales

10% Down - 10% Interest
10 Year Term

Total Sales Price

1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000

10% down

115,225,000
115,225,000
115,225,000
115,225,000
115,225,000
115,225,000
115,225,000
115,225,000
115,225,000
115,225,000

Annual Payments

® 10% Int.

164,452,344
164,452,344
1%64,452,344
164.452,344
164,452,344
164,452,344
164,452,344
16a.452,344
164,452,344

Total Annual Revenue

115,225,000
279,677,344
444%129,688
608,582,032
773,034,376
937,486,720
1*101,939,064
1,266,391,408
1,430,843,752
1,595,296,096

Sen. Robin Taylor



YEAR
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Total  Average $
acreage sold per Acre
250,000 4609
250,000 4609
250,000 4609
2507000 4609
250,000 4609
250,000 4609
250,000 4609
250,000 4609
250,000 4609
250,000 4609

Total Sales Price

1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000

Revenue Scenario for
Proposed Land Sales

5% Down -10% Interest

15 Year Term

Annual Payments @

5% down

57,612,500
57,612,500
57,612,500
57,612,500
57,612,500
57,612,500
57,612,500
57,612,500
57,612,500
57,612,500

10% Int.

133,727,088
133,727,088
133,727,088
133,727,088
133,727,088
133,727,088
133,727,088
133,727,088
133,727,088

Total Annual Revenue

57,612,500
191,339,588
325,066,676
458,793*764
592,520%852
126,247,940
859,975,028
993,702,116

1,127,429,204
1,261,156,292

Sen. Robin Taylor



YEAR

O 0O ~d o o1 << RO

10

Total
acreage  Average $
sold per Acre
250,000 4,609
250,000 4,609
250,000 4,609
250,000 4,609
250.000  4.609
250.000  4.609
250,000 4,609
250,000 4,609
250,000 4,609
250.000 4,609

Total Sales Price

1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000
f452.250.000
1,152,250,000
1,152,250,000
1,152,250,000
1,152,250,000

10% Down -

Revenue Scenario for
Proposed Land Sales

10% Interest

15 Year Term

10% down

115,225,000
115,225,000
115,225,000
115,225,000
115,225,000
115425%000
115,225,000
115,225,000
115,225,000
115,225,000

Annual
Payments @
10% Int.

141,156,372
141,156,372
141,156,372
J 41,156,372
141,156,372
141,156,372
141,156,372
141,156,372
141,156,372

Total Annua
Revenue

115,225,000
256,381,372
397,537,744
538,694,116

679(B50,488 _

821,006,860
962,163,232
1,103,319,604
1,244.475,976
1,385,632,348

Sen. Robin Taylor



Alaska - State Spending http://www.alaskafund.com/index.htnil

~Senator Parne 11 locj re®~ueST

Alas Alaska

It took a bargain struck by Seward and

A Russian king for us to have this land

Where we can live with whale and bear and tide,
And sleep beneath a sun that cannot hide.

Still unfulfilled, we waited out the day

That statehood's passage brought the feds to bay
Before that boon, things never had been right,
'‘Cause distant rule's as bad as rule by might.

Foundation laid, we turned to work and play.
But now we know there's one more stone to lay:
Without a full and steady flow of cash,
Economy and government will crash.

We have the means, which Prudhoe's wells provide,
Yet how to end this roller coaster ride?

Look not too far - the answer's here and plain:

Just spend no more than our wealth will sustain.

When considering statehood for Alaska, Congress knew that we would need wealth,
as well as the tax power, to provide the money required for government.
Therefore, it gave us land containing natural resources.

The amount of money that derives from the pale of those natural resources is enormous,
but it fluctuates. Nevertheless the State treats the money as revenue to be spent
rather than as capital to be invested. Consequently, spending goes up and down.
Governmental programs, and an economy that depends on continuous spending,

are always in jeopardy.

"Money is with propriety considered as the vital principle of the body politic; as that
which sustains its life and motion, and enables it to perform its most essential functions.”
Those are the words of Alexander Hamilton in that classic treatise on government,

"The Federalist”. He warned that unless the "supply"” of money is both "adequate"

and "regular” (emphasis added), a government will"— sink into a fatal atrophy,

and in a short course of time perish.".

The stone that is missing from A laska's foundation is STABILITY, both fiscal and economic.

lof2 3/29/99 2:33 PM
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Proposal http://www.alaskafund.com/proposal.html

Proposal

How government is financed in Alaska

The state enjoys a silent endowment composed of the proceeds ofthe disposition of its natural
resources.

The federal government gave the natural resources to the state. It was understood that

in addition t0 the taxing power, which every state has, Alaska would need wealth to

Pay for government. Several funds make up the endowment, which has not been

ormalized: the Budget Reserve Fund, the General Fund (the natural resource
proceeds in it), the Alaska Permanent Fund and the Earnings Reserve Account.

There's a problem

"The Legislature can invade the endowment's principal and spend it as if it were revenue.

Part of the principal (the part that is the Permanent Fund) cannot be spent. The state
constitution prohibits it.

' The amount of that spendable principal varies considerably because the natural resource proceeds,
which feed the endowment, fluctuate.
" When there's a lot of spendable principal, particularly in the General Fund, the Legislature spends
more than what is sustainable -- indeed it has no way to determine what is sustainable.
' Subsequently, when there's much less spendable principal, spending must be cut.

State programs and services are curtailed.

And the economy suffers, because it's dependent on continuous state spending.

Spending was cut in 1986. The economy collapsed.

Present System of State Spending

Natural Resources

the endowment State
Enterprises
/ \
"y it Im-
permanent Fund I Federal
Government
Budget
Reserve
Fund General People

Earnings Reserve Fund

Account

unsustainable takeout-

] (broken lines denote irregular flow)

unsustainable spending

The solution
Have the Legislature spend from the endowment at a sustainable rate.
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In this outline, rate of spending is amount spent per year. The rate is sustainable if it's
reasonable to expect that it generally won't decrease, in real (inflation-adjusted) terms.

And that takes a new system of spending
'The endowment has to be formalized.

That would consolidate all of the endowment's assets into a single fund (call it the
Alaska Fund), retain in the endowment both investment incomé and gains, and
prohibit spending from the endowment.

" And invested for long-term appreciation.

' Each year, its expected real growth from investment would be taken out for spending.
The expected real growth of the endowment from investment would be a function of
an assumed rate of'real total return (the same rate would apply. in all years) and the

avera%,e of the endowment's market value at the end of each of a prescribed number of
preceding quarters.

' That rate of spending from the endowment would be the highest sustainable.

Highest, because taking out more than the growth from investment could Leoparsze
an'endowment fed by fluctuating natural résource proceeds. Sustainable, because it's
reasonable to expect that the sizé of the endowment, as averaged, generally wouldn't
decrease, in real terms (although in a given year itwould decrease; at leastin real
terms, if the ?rowth from inveStment Were Iess than the amount taken out and if that
year's natural resource proceeds didn't make up the difference).

"Ifan accumulated surplus ofrevenue from the endowment and other sources exceeded a prescribed
amount, the excess would be added to the endowment.

In the event ofa substantial increase in price or production of oil, the endowment
could grow so much that the state would have more revenue than it needs. Arguably,
that would he the case now if this system had been installed before North Slope
production began. The excess, if not added to the endowment, would accumulate and
eventually be Spent, again raising the rate of spending to an unsustainable level.

Proposed System of State Spending

Natural Resources People

State
Enterprises

the endowment Alaska Fund

Federal

. Government
sustainable takeout

General Fund

T

sustainable spending
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The effect of the new system

'Curtailment of state programs and sc vices, and resulting economic busts,
would be much less likely to occur.

An incidental advantage

A meaningful budget would become feasible, because during the budgetary process the
Legislature would be able to make a reasonably accurate estimate ofrevenue available for
spending.

Transition to the new system
During a period of many years the rate of spending from the endowment would be gradually
decreased, at least in real terms, to the rate that is the highest sustainable.

A transition is necessary because the current rate of spending from the endowment is
much greater than what is sustainable.

The length of the period would be determined with the objective of providing the most money for
spending during the period, yet allowing the endowment to grow.

Incongruously, a determination of the length ofthe transitional period must be based,
in part, on the official forecast ofnatural resource proceeds.

Method of adoption

The new system, with the transition, requires a constitutional amendment, because it limits the
authority ofthe Legislature.

Constitutional amendments are proposed by the Legislature and approved by the
people.

Obstacles

The temptation to keep on spending from the endowment at an unsustainable rate rather than face
the cuts that adoption of the new system would entail.

The cuts would be substantial, but manageable. As compared with the devastatingly
abrupt cuts, which might occur under the present system, they would be gradual.

The misconception that the new system necessarily would eliminate the dividend program.

That program, like most other governmental programs, is not constitutionally
protected. Both now and under what's proposed, it is for the Legislature to decide
whether to continue or eliminate it. And the fact that the Permanent Fund would no
longer exist, having been consolidated with other funds into a new fund, is irrelevant.
The revenue from the new fund would be the same as the revenue from the Permanent
Fund - public money available for spending on public services and programs.
(Including the dividend program. No one seems to doubt the authority of the
Legislature to spend public money on that.)

NEXT constitutional amendment
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CONSTITUTION OF THE STATE OF ALASKA

(proposed amendment)

ARTICLE IX,SECTION 18 - ALASKA FUND
(a) Money derived by the State
(J) from the disposition, by the State or the United States, of land, minerals,
forestial resources or biological marine resources; and
(2) from taxes
(A) on the reservation, production, transportation or processing of those
natural resources; and
(B) on property used in, or corporate income from, the exploration, production,
disposition, transportation or processing ofthose natural resources; and
(3) from claims, against the United States or others, for deprivation ofthat money,
or that land or those natural resources; and
(4) from the liquidation of State enterprises
shall constitute the Alaska Fund, which shall be invested and reinvested for long-term
appreciation. Investment income and realized appreciation shall be retained in the fund and
reinvested. Investments shall be made in accordance with standards prescribed by law.
(b) The fund's assets shall not be appropriated, except that every fiscal year an amount equal to
5.5 percent ofthe average ofthe fund's market value at the end ofeach ofthe quarters ofthe
three calendar years immediately preceding shall be permanently withdrawn from the fund as

revenue.
(c) For the purposes of (a), oil, gas, coal, sand, gravel, stone and water, without limitation, are

minerals.

ARTICLE IX,SECTION 19 - SURPLUS
To the extent that, at the end ofa fiscal year, accumulated surplus of unrestricted revenue is
greater in amount than five percent of unrestricted revenue expended that year, it shall be added

to the Alaska Fund.

ARTICLE XV, SECTION 29 - SPENDING (TRANSITION)
(a) The percentage prescribed in Article IX, Section 18, added in 2000, for determining the
amount of money withdrawn annually from the Alaska Fund, shall be inapplicable in fiscal
years 2002 through 2014. The applicable percentage shall be 9.6 in the first year ofthat period
and decrease each fiscal year thereafter, geometrically, until the first year after that period,
when it shall attain its permanent value.
(b) The assets ofthe Alaska Permanent Fund (Article IX, Section 15), the Budget Reserve Fund
(Aiticle IX, Section 17) and the Earnings Reserve Account (AS 37.13.145) shall be transferred
to the Alaska Fund.
(c) For the purpose of establishing the value of the Alaska Fund, as required by Article 1X,
Section 18, added in 2000, the fund shall be deemed to have existed in fiscal years 1999, 2000
and 2001, and to have been composed ofthe then assets of the Alaska Permanent Fund, the
Budget Reserve Fund and the Earnings Reserve Account. Also for that purpose, in fiscal years
2000, 2001 and 2002, average value shall be based on value at the end ofa fiscal year rather
than, as required by Section 18, at the end ofa calendar quarter.
(d) Article IX, Sections 18 & 19, added in 2000, shall not affect existing dedications.
(e) Article 1X, Sections 15,16 & 17, and Article XV, Sections 27 & 28, are repealed.
() Article IX, Sections 18 & 19, added in 2000, and this section shall be effective July 1,2001.

NEXT endowment
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Data: Dept, of Revenue (projections: fall, 1998)

Transitional withdrawal: 10.0% in 2002 to sustainable withdrawal in 2016

Sustainable withdrawal: 5.5%

Total return: 9.0%

Inflation: 3.0%

Alaska Permanent Fund, cost, end 1999, 2000, & 2001, respectively: 19,021; 19,839;
20,724

Alaska Permanent Fund, unrealized appreciation, end 1999, 2000, & 2001, respectively:
2,600; 2,998; 3,436

Budget Reserve Fund, cost, end 1999, 2000, & 2001, respectively: 2,943; 2,237; 1,629
Earnings Reserve Account, cost, end 1999, 2000, & 2001, respectively: 1,936; 1,795; 1,691

Unit: one million dollars

Proposed System of State Spending

Endowment
1 2 3 4 5 6 7 8
Resource Withdrawal Total Return End End Withdrawal End

Year' B(*i" Proceeds (7x6) [rate x (1+2-3)] (1+2-3+4) (3-yr.average) Percentage (FY 2002

1999 26,500

2000 26.869

2001 27,480

2002 27,480 1,248 2,695 2,343 28,376 26,950 10.0 28,376
2003 28,376 1,258 2,642 2,429 29,421 27,575 9.6 28,564
2004 29,421 1,242 2,610 2,525 30,578 28,426 9.2 28,822
2005 30,578 1,127 2,592 2,620 31,734 29,458 8.8 29,041
2006 31,734 1,066 2,578 2,720 32,942 30,577 8.4 29,268
2007 32,942 1,026 2,565 2,826 34,229 31,751 8.1 29,526
2008 34,229 974 2,552 2,939 35,590 32,968 7.7 29,806
2009 35,590 926 2,540 3,058 37,034 34,254 7.4 30,112
2010 37,034 852 2,531 3,182 38,537 35,618 7.1 30,421
2011 38,537 814 2,523 3,314 40,142 37,054 d.8 30,766
2012 40,142 793 2,517 3,458 41,876 38,571 6.5 31,160
2013 41,876 758 2,512 3,611 43,732 40,185 6.3 31,593
2014 43,732 722 2,511 3,775 45,718 41,917 6.0 32,066
2015 45,718 706 2,513 3,952 47,864 43,776 5.7 32,593
2016 47,864 669 2,517 4,141 50,157 45,771 5.5 33,160
2017 50,157 641 2,635 4,335 52,498 47,913 5.5 33,697
2018 52,498 616 2,760 4,532 54,887 50,173 55 34,204
2019 54,887 594 2,888 4,733 57,325 52,514 5.5 34,683
2020 57,325 574 3,020 4,939 59,819 54,903 5.5 35,137
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Notes

Endowment. The State has an endowment, but it has not been formalized. It is
composed ofthe proceeds of the disposition of natural resources. Various funds
make up the endowment. In the proposed system the assets of the Budget Reserve
Fund, the Alaska Permanent Fund and the Earnings Reserve Account are
transferred (as presented here, at the beginning of fiscal 2002) to a new fund, the
Alaska Fund, which then constitutes the endowment.

In the proposed system all natural resource proceeds go into the endowment, and
all investment income and gains remain in the endowment.

Value of the endowment. In the proposed system the average market value of the
endowment at the end ofa prescribed number of preceding calendar quarters (as
presented here, three fiscal years) is the basis for determining the amount that is

withdrawn from it for spending.

Natural resource proceeds. The natural resource proceeds are deposited into the
endowment when they are received (as presented here, each year's receipts are
treated as if they are deposited at the beginning of the fiscal year).

Withdrawal from the endowment. In the proposed system the amount
withdrawn from the endowment for spending in a fiscal year is a function ofthe
withdrawal percentage and the value ofthe endowment. Withdrawals are made as
the money is needed for spending during the year (as presented here, withdrawals
are treated as if they are made at the beginning of the year).

Assigned values. The values assigned here to length of transition, sustainable
withdrawal percentage, rate oftotal return, et cetera, should be taken as illustrative
only. Thus, it's the same system whether the sustainable withdrawal percentage is

six or five.

NEXT fiscalﬂ
BACK corstitutional amendrent
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Data: Dept, of Revenue (projections: fall, 1998)

Transitional withdrawal: 10.0% in 2002 to sustainable withdrawal in 2016
Sustainable withdrawal: 5.5%

Total return: 9.0%

Inflation: 3.0%
Conventional revenue increase: 3.0% during transition and 1.0% after transition

Alaska Permanent Fund, cost, end 1999, 2000, & 2001, respectively: 19,021; 19,839;

20,724
Alaska Permanent Fund, unrealized appreciation, end 1999, 2000, & 2001, respectively:

2,600; 2,998; 3,436
Budget Reserve Fund, cost, end 1999,2000, & 2001, respectively: 2,943; 2,237; 1,629
Famings Reserve Account, cost, end 1999, 2000, & 2001, respectively: 1,936; 1,795; 1,691

Unit: one million dollars

Proposed SyFtem State Spending
15Caf Ga

1 2 3 4 5 6 7
Fiscal Year \E/\?i(:r?t\_il\;;nv::f Coggsgrtlil?:al ReT\?(:ﬁlue ?gig? g_af) \E\/ni(:r?t\il\:_ranvsglt (FYS g%r(])dz
(sustainable) (1+2) (unsustainable)
1999 3,296
2000 ?
2001 7
2002 1,482 484 1,966 3,179 -1,213 1,213 3,179
2003 1,517 498 2,015 3,140 -1,126 1,126 3,049
2004 1,563 513 2,077 3,123 -1,046 1,046 2,944
2005 1,620 529 2,149 3,120 -971 971 2,555
2006 1,682 544 2,226 3,122 -896 896 2,774
2007 1,746 561 2,307 3,125 -818 818 2,696
2008 1,813 578 2,351 3,129 -738 738 2,621
2009 1,884 595 2,478 3,135 -656 656 2,549
2010 1,959 613 2,572 3,144 -572 572 2,482
2011 2,038 631 2,669 3,154 -485 485 2,417
2012 2,121 650 2,771 3,167 -395 395 2,356
2013 2,210 670 2,880 3,182 -302 302 2,299
2014 2,305 690 2,995 3,201 -206 206 2,245
2015 2,408 710 3,118 3,223 -105 105 2,195
2016 2,517 717 3,235 3,235 0 0 2,139
2017 2,635 725 3,360 3,360 0 0 2,157
2018 2,760 ?J2 3,491 3,491 0 0 2,176
2019 2,888 739 3,627 3,627 0 0 2,195
2020 3,020 747 3,766 3,766 0 0 2,212

52,093 61,624
Endowment, end 2020: 59,819
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Spend — foia! Revenue

Spend 1
I

I
Spend (FY 20028)

Notes

Endowment Withdrawal (sustainable). During transition, which as presented
here begins in fiscal 2002, the withdrawal from the endowment has a sustainable

and an unsustainable component.

Conventional Revenue. Conventional revenue is the revenue that derives from
sources separate from the endowment. As presented here, for fiscal 2002,
conventional revenue is equal to the conventional revenue officially estimated for
fiscal 2001, increased at the rate of inflation. It increases each year at that rate
until transition ends. After transition it increases at a lower rate. (The increase
beyond what is officially estimated is included only to illustrate the effect ihat it
has on the fiscal gap and is not a component of the proposed system.)

Total Revenue. In the proposed system this consists of conventional revenue and
the sustainable amount withdrawn from the endowment.

Spend. The budget adopted for fiscal 1999 was $3,296 billion, which includes the
dividend program. To hit the target suggested here of $3,179 billion in fiscal
2002, it would be necessary to reduce spending by $117 million in fiscal 2000 and
2001, combined. And this assumes that the fiscal 1999 budget is not

supplemented.

The budget, as presented here, consists of the expenditures in the so-called
"general fund budget” and the expenditure for the dividend program. It does not
include (1) the expenses of state enterprises, to the extent that they are funded by
their own income or reserves and (2) expenditures for various services and
programs, to the extent that they are either federally funded or for which revenue

is dedicated, legally or otherwise.

During the transitional period spending is equal to total revenue and the
unsustainable amount withdrawn from the endowment, combined. Thereafter,
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spending is equal to total revenue.

Gap. A fiscal gap is theg - by which spending exceeds revenue.

Temporarily, it can be briugcd by spending capital (taking more than a sustainable

amount out ofthe endowment). Permanent closure is achieved when spending is
limited to the sustainable withdrawal from the endowment and conventional

revenue, combined.

There is a misconception that the fiscal gap can be closed, permanently, by
lowering the level ofspending (or increasing revenue). Overlooked is the fact that
the fluctuating natural resource proceeds, which the state mistakenly treats as
revenue, can decrease enough in a single year, let alone in the long term, to
produce a fiscal gap at almost any level of spending.

Under the present system with natural resource proceeds treated as revenue, it is

folly to think that the gap can be closed permanently. The official estimate is that
such "revenue" will decrease radically in the years to come. Thus, it is inevitable
that a fiscal gap would follow a "permanent closure”. And a sudden drop in the

price ofoil could reopen the gap even sooner.

The proceeds of natural resources are not sustainable. However, the income from
their investment, which is revenue, is sustainable.

Endowment Withdrawal (unsustainable). During the transitional period the
unsustainable component of the withdrawal from the endowment serves to bridge
the fiscal gap as it gradually narrows. When the transitional period ends, the gap

closes, permanently.

e-mail vour comments and questions

your governor, senators and representatives
BACK endowment constitutional amendment  proposal  opeiung page

Web Site:

Written by Roger Crcmo
(last updated 12/27/98)
Source Code and Graphic Arts
by
para-comm unlimited

3/29/99 4:09 PM


http://www.alaskafund.com/gap.html

Cook Inlet Exploration A ctivity



Alaska Oil and Gas Basins

Prudhoe
CHUKCHI
Chukchi
Sea
COLVILLE
HOPE IKON-KANDIK
8ELAW 1K MIDDLE
TANANA
COPPER
MORTOI RIVER
Aacborifi tvilda
COOK [(t&r
INLETf
ALEUTIAN GulfofAlaska
KODIAK 8HELF
ST. OEOROE OIL PRODUCTION

BOWERS

OIL AND GAS BASINS



Map Legend
Units
N orthern Alaska A ctivity gge'le'itegmmaﬂm

O Propoeed/Active Wele

Mini Pt Lhit  ySarelplper Lhit

(i KL Beaufort Sea
ARC
Fiod Uit
d fi KoMumUit
m at. J— It—,
[Kuvlumftjn
h-r3

%g"l.,



Month/Year
Constitutional Budget Reserve Exhausted

Average ANS OilPrice at W est Coast

O perating

Budget Annual

Change $10.50
Up P00 Nov-o1
-
0 .0% Dec-01
M ajorities'
Budget-Cut Plan Jan-02

D estination

$12.50

M ar-02

Apr-02

Jun-02

Matrix based on DOR Spring 1999 Production Forecast.

$14.50

JB
Current

Forecast $16.50
Jul-02 Feb-03
Sep-02 M ay-03
Dec-02 Sep-03



Annualize $1.00 per Barrel Impact on
General Fund Unrestricted Revenue

FY 1988 -2005

Year  $in Millions

$ in M illions

1988 127
1990 145
1992 140
1994 130
1996 110
1998 100
1999 90
2000 0
2001 69
2002 66
2003 6l
2004 62

2005 59
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