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R ang e  o f  E ff ic ie n t A lte rn a tive s  
U s in g  C a lla n ’ s 5 Y e a r  P ro je c t io n s

2000 limits AssetMix Alternatives

Asset Classes Min Max 1 2 3 4 5 6 7 8 9

Large Dorn Eq 0% 100% 9% 10% 15% 20% 25% 30% 35% 39% 44%

Small Dom Eq 0% 100% 2% 3% 4% 5% 6% 8% 9% 10% 11%

International Eq 0% 100% 5% 6% 8% 11% 14% 16% 19% 22% 24%

DomFixed 0 1 100% m 72% 63% 53% 43% 33% 23% 13% 4%

International Fixed 0% 100% % 5% 5% 5% 5% 6% 6% 6% 6%

Real Estate 0% 100% 3% 4% 5% 5% 6% 7% 8% 9% 10%

Cash 0% 100% 9% 0% 0% 0% 0% 0% 0% 0% 0%

Totals 100% 100% 100% 100% 100% 100% 100% 100% 100%

Projected Return 7.00% 7.25% 7.50% 7.75% 8.00% 8.25% 8.50% 8.75% 9.00%

Projected Risk 5.65% 6.36% 7.23% 8.27% 9.44% 10.69% 11.99% 13.33% 14.70%



C om pa ris o n  o f  E ffic ie n t F ro n t ie r 
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M easu ring  R is k
Standard Deviation - Measures the V ariab ility o f 
Returns from Their Mean
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B o a r d  o f  T r u s t e e s  

M o n t h l y  M a n a g e m e n t  R e p o r t  -  D e c e m b e r  3 1 , 1 9 9 9
Consolidated Assets - Dollars in millions. Market values provided by BONY. Returns (or periods greater than one year are annualized.

AH returns are provided by Callan and are ad/usled (or fees.

Section 1: Equity & Fixed Income Performance (post-fees)

12/31/1999

Market

Value

FUND SUMMARY
Unallocated Cash Pool $ 4.3
Transition Cash 2.9
U.S. Equities 9,886.8
Non-U.S. Equities 5,180.0
U.S. Fixed Income 9,308.3
Non-U.S. Fixed Income 594.8
Alaska CDs 209.5
Real Estate 2,424.0

$27,610.7

U.S. EQUITIES
S&P 500 Index
Deutsche Asset Mgt. S&P 500
Ark Asset
Invesco
Alliance Capital Management 
McKinley Capital Management

Russell 1000 Index 
Putnam

S&P 400 Index
Society Asset

S&P 1000 Index
Deutsche Asset Mgt. S&P 1000

NON-U.S. EQUITIES-
MSCI EAFE Index
Deutsche Asset Mgt. EAFE

MSCI Europe Index 
Clay Finlay

$ 3,030.1
559.3
535.4 
210.6
212.7

1,072.8

445.5 

759.1

1,386.3

907.7

Last

Month

------ %  return as of 12/31/99-------

Last 3 Fiscal Last 12 

Months Y-T-D Months

Last 3 

Years

—  %  return as of 9/30/99 --- 

Last5 Last 15 1/2 

Years Years

6.88 15.44 6.94 18.45 23.48

w
I I

21.87 16.26
12.09 23.25 26.47 34.88 18.50 ijE; 11.03
(0.54) (0.30) 0.34 (2.97) 5.30 | | ! j 7.55 9.44
0.41 (1.12) (1.69) (3.65)
0.41 1.24 2.46 5.33 5.37 5.38
0.24 0.72 1.44 8.47 10.76 ' ' 9.72
4.37 9.02 6.95 10.98 14.09 13.09 11.52

5.89 14.88 7.71 21.04 27.56
1

25.03 17.36
5.76 14.75 7.74 20.93 27.57 25.03 17.33
0.00 (0.47) (13.07) (2.67) 9.82 17.12 15.53
2.93 6.03 (8.00) 0.59 14.59 i t 13.72

6.02 16.06 8.40 20.90 I
12.08 25.13 19.08 31.10 f v
5.94 17.19 7.35 14.73 21.31 .
3.10 8.94 (2.31) 0.07 6.13

6.54 15.81 7.20 14.10 %
6.54 15.80 7.60 14.29 •

8.98 16.98 22.12 26.96
, i9.41 17.51 22.55 27.66

10.25 17.39 18.76 15.90 22.62
15.61 28.33 27.03 21.94 23.72 f l

01/18/2000 3:34 PM



B o a r d  o f  T r u s t e e s  

M o n t h l y  M a n a g e m e n t  R e p o r t  -  D e c e m b e r  3 1 , 1 9 9 9
Consolidated Assets • Dollars in millions. Market values provided by BONY. Returns tor periods greater than one year am annualized.

AH returns are provided by Callan and am adjusted for fees.
Section 1: Equity & Fixed income Performance (continued)

12/31/1999
Market

Value

O/ ra«i»n r\4 1 O/Qi/QQ -- - -
Last

Month
Last 3 

M onths
Fiscal
Y-T-D

Last 12 
M onths

Last 3 
Years

Last 5 
Years

Last 15 1/2 
Years

BLENDED EQUITIES
S&P 500/EAFE Blended Index 
Brinson Partners 
Lazard Freres

$ 378.8 
1,128.8

n
m
'

7.13
4.99
3.04

15.72
9.20
7.74

13.42
2.06
3.61

23.60
9.56

15.25

22.89
13.32
17.31

Russell/EAFE Blended Index 
Dresdner RCM 1,900.6

7.91
14.40

16.87
31.96

10.53
29.43

19.92
47.31

26.51
40.31

23.74
27.46

17.15
18.84

Russell/EAFE/EMF Blended Index 
Capital Guardian 1,466.1 I I

10.62
15.06

19.53
28.40

18.09
32.75

26.71
72.71

15.61
30.96

9.08
17.34

Pacific Basin/EMF Blended Index 
Schroder 573.0 i

t o

9.95
11.54

21.51
25.02

20.16
22.61

59.35
59.25

(3.80)
(2.92)

"1‘ -

(0.50)
(1.59)

FIXED INCOME Wr'
Lehman Gov/Corp Index 
APFC $ 8,714.1

m
(0.61)
(0.55)

(0.41)
(0.33)

0.13
0.29

(2.15)
/3.13)

5.54
5.28

7.77
7.57

9.64
9.45

Lehman A ggregate Index 
APCM
Brinson Partners 
Sanford Bernstein

151.3
202.7
240.2

:•

(0.48)
(0.49)
(0.29)
(0.23)

(0.12)
0.02
0.13
0.30

0.56
0.78
1.19
1.09

(0.82)
(1.34)
(0.62)
0.87

Short-term  Custom  Index 
Unitized Cash Fund 171.9 A

0.45
0.50

1.30
1.40

2.69
2.78

5.37
5.17

1
Salom on WGB 50% Hedged Index 
Julius Baer 269.9 
Rogge 325.0

m
0.13
0.80
0.09

(0.20)
(1.33)
(0.93)

3.09
(1.55)
(1.79)

(6.30)
(3.34)
(3.89)

2 01/18/2000 3:34 PM



B o a r d  o f  T r u s t e e s  

M o n t h l y  M a n a g e m e n t  R e p o r t  -  D e c e m b e r  3 1 , 1 3 9 9
Consolidated Assets - flol/ans in millions. Market values provided by BONY. Returns for periods greater than one year are annualized.

All returns are provided by Callan and are adjusted for fees.
Section 2: Blended Manager Performance Breakdown (post-fees)

12/31/1999 
Market 

Value
BRINSON PARTNERS
S&P 500 Index 
Large Cap Domestic 
MSCI EAFE Index 
Non-U.S. Developed

878.8
LAZARD FRERES
S&P 500 Index 
Large Cap Domestic 
MSCI EAFE Index 
Non-U.S. Developed

$ 1,128.8
DRESDNER RCM
Russell 1000 Index 
U.S. Large Cap 
Russell 2000 Index 
U.S. Small Cap 
MSCI EAFE Index 
Non-U.S. Growth

$ 1,900.6
CAPITAL GUARDIAN
Russell 2000 Index
U.S. Small Cap
MSCI EAFE Index
Non-U.S. Developed
MSCI Emerging Markets Index
Emerging Markets

$ 1,466.1
SCHRODER
Custom Pacific Index 
Pacific Rim, Japan 50%-weighted 
MSCI Emerging Markets Index 
Emerging Markets

$ 323.5

573.0

Last
M onth

------- % return
Last 3 

M onths

as o f 12/31/99 
Fiscal 
Y-T-D

-----------
Last 12 
M onths

Last
Year

5.89 14.88 7.71 21.04 27.56
0.66 2.54 (12.20) (3.35) 10.89
8.98 16.98 22.12 26.96 15.75
9.53 16.32 17.43 22.40 14.79

5.89 14.88 7.71 21.04 27.56
(0.03) 3.74 (7.57) 6.68 15.98
8.98 16.98 22.12 26.96 15.75
6.41 12.21 18.69 25.84 18.40

6.02 1S.06 8.40 20.90 26.85
14.09 30.83 28.41 47.31 40.31
11.32 18.44 10.95
14.38 29.35 19.75

8.98 16.98 22.12
16.46 43.66 53.61

11.32 18.44 10.95
11.06 18.24 10.94

8.98 16.98 22.12 26.96 15.75
15.49 29.67 41.43 72.71 30.96
12.72 25.44 18.98
18.40 37.40 33.63

7.48 17.94 21.54 59.35 (3.11)
7.08 20.07 22.61 59.25 ' (2.92)

12.72 25.44 18.98
15.24 29.12 20.65

3

% return as o f 9/30/99 - -  
Last 5 Last 15 1/2 
Years Years

23.74
27.46

17.15
18.84

9.08
17.34

(3.80)
(1.59)

01/18/2000 3:34 PM



B o a r d  o f  T r u s t e e s  

M o n t h l y  M a n a g e m e n t  R e p o r t  -  D e c e m b e r  3 1 , 1 9 9 9
Consolidated Assets - Dollars in millions. Market values provided by BONY. Returns for periods greater than one year are annuanzed.

AH returns are provided by Callan and am adjusted (or fees.
Section 3: Real Estate Performance (post-fees)

12/31/1999
Market
Value

REAL ESTATE
D irect
NCREIF Classic Index 
AEW
CB Richard Ellis
Heitman
Henderson
Kennedy
L&B
LaSalle
Raymond James1
RREEF
Sentinc!
SSR

Comm ingled 
NCREIF Classic Index 
Total Commingled

REiTs
Morgan Stanley REIT Index 
AEW REIT 
AEW Focus 
Simon Property Group

M ortgages
Lehman Corporate A Index 
Lend Lease $

187.3
291.1

92.5
73.9

235.7
298.7
169.8 

0.0
46.0 

192.5
33.1

$ 1,621.0

18.5

341.1
95.7
54.3

$ 491.0

293.4

Total R ea l Estate
65 NCREIF/20 MS REIT/15 LB Corp A Index 
Total $ 2,424.0

Last 3 
Months

%  return as of 
Last 12 
Months

9/30/99 --
Last 3 
Years

Last 5 
Years

2.65 12.24 14.28 12.37
2.15 24.46 27.46
2.21 8.46 13.14 11.39
7.09 15.39 13.94 7.52
2.56 12.40 12.47 14.15
5.33 14.01 11.04 10.71
1.52 9.10 8.83 8.68
1.98 4.70 6.83 7.21
2.31 11.69 10.95 10.20
2.24 9.26 14.44 12.31
2.29 10.05 11.06 11.24
1.57 7.61 10.28 11.49

2.65 12.24 14.28 12.37
4.46 15.38 15.40 12.54

(8.09) (5.88) 4.36
(6.99) 0.13
(6.00)
3.16 (8.18) 6.26 6.27

0.19
0.19

0.14
0.72

6.83
8.47

10.39
10.76

10.06
9.72

1 In November, Raymond James’ assets were transferred to LaSalle. Separate performance is provided for historical periods.
4 01/18/2000 3:34 PM



B o a r d  o f  T r u s t e e s  

M o n t h l y  M a n a g e m e n t  R e p o r t  -  D e c e m b e r  3 1 , 1 9 9 9
Consolidated Assets - Dollars in millions. Market values provided by BONY. Returns (or periods greater than one year are annualized.

AH returns are provided by Callan and are adjusted for lees.

U.S. Equities 
Value Style 
Growth Style

Non-U. S. Equities 
Developed Markets 
Emerging Markets

U.S. F ixed incom e

Non-U. S . F ixed  incom e

R ea l Estate
Direct
Commingled
REITs
Mortgages
Opportunistic

A laska CDs 
Cash & Equivalents

4: Asset Allocation
Market Target Over/
Value Actual % % Range Under

$ 9,764.2 35.4 37.0 + 4.0 (1.6)
4,751.2 17.2 18.5 (1.3)
5,013.0 18.2 18.5 (0.3)

5,124.6 18.6 16.0 +4.0 2.6
4,492.0 16.3 13.6 2.7

632.6 2.3 2.4 (0.1)

9,433.9 34.2 35.0 +7.0.-3.0 (0.8)

591.0 2.1 2.0 + 2.0 0.1

2,386.8 8.6 10.0 +2.0.-3.0 (1.4)
1,621.0 5.9 6.0 (0.1)

18.5 0.1 0.0 0.1
459.8 1.7 2.0 (0.3)
287.5 1.0 1.5 (0.5)

0.0 0.0 0.5 (0.5)

209.5 0.8 0.0 0.7

100.5 0.4 0.0 0.4
$ 27,610.5 100.0 100.0

Section 5: Turnover
ACTIVE EQUITY
Alliance Capital Mgmnt 
Ark
Brinson Domestic 
Brinson International 
Capital Guardian 
Cap Guardian Sin Cap 
Cap Guardian Em Mkts 
Clay Finlay 
Invesco
Lazard Domestic 
Lazard International 
McKinley Capital Mgmt 
Putnam
DRCM Large Cap Dorn 
DRCM Small Cap Dorn 
DRCM International 
Schroder
Schroder Em Mkts 
Society
FIXED INCOME
APFC
APCM
Brinson Partners 
Sanford Bernstein 
Julius Baer 
Rogge

Currnt Mnth 12-Mp '^ Rate
0.0
7.8 •'5.5
3.9 61.8

10.9 74.6
2.8 48.1
5.2
2.3
4.8 75.8
5.9 53.7
2.5 47.4
1.2 29.0
0.0
5.6 100.7
5.5 95.2

11.0 129.2
10.0 183.6

1.6 55.6
6.6
4.7 71.9

6.5 115.8
0.0 23.7
8.0 87.8
2.2 275.2
6.7 294.1
1.8 125.9

5 01/10/2000 3:34 PM



B o a r d  o f  T r u s t e e s  

M o n t h l y  M a n a g e m e n t  R e p o r t  -  D e c e m b e r  3 1 , 1 9 9 9
Consolidated Assets - Dollars in millions. Market values provided by BONY. Returns for periods greater than one year are annualized.

All returns are provided by Callan and are adjusted for fees.

Section 6: Unrealized Gain/Loss Analysis
Unrealized

Cost Market Gain/Loss
ACTIVE EQUITY
Value
Ark Asset $ 612.0 $ 559.3 $ (52.7)

Brinson Partners 760.4 878.8 118.4

Capital Guardian 1,023.5 1,466.1 442.6

Invesco 452.9 535.4 82.5

Lazard Freres 864.3 1,128.8 264.6

Society Asset 424.4 445.5 21.0
Growth
Alliance Capital Management 200.0 212.7 12.7

Clay Finlay 625.0 907.7 282.6

Dresdner RCM 1,194.6 1,900.6 706.0

McKinley Capital Management 201.4 212.7 11.3

Putnam 724.6 1,072.8 348.2

Schraders 436.8 573.0 136.1

Total Active Equity $ 7,520.0 $ 9,893.3 $ 2,373.3

PASSIVE EQUITY
Deutsche Asset Mgt. S&P 500 $ 1,331.5 $ 3,030.1 $ 1,698.6

Deutsche Asset Mgt. S&P 1000 671.8 759.1 87.3

Deutsche Asset Mgt. EAFE 916J3 1.386.3 470.0

Total Passive Equity 5 2,919.7 $ 5,175.5 S 2,255.8

Total All Equity Managers $ 10,439.7 $ 15,068.8 $ 4,629.1

m p

IF IX E D T N C U M E
APFC Internal $ 9,057.6 $ 8,714 I $ (343.5)
Unitized Cash Fund 173.2 171.9 (1.2)

APCM 157.5 151.3 (6.2)

Brinson Partners 212.7 202.7 (10.0)

Sanford Bernstein 246.8 240.2 (6.6)

Julius Baer 278.2 269.9 (8.3)

Rogge 347.4 325.0 (22.4)

Total Fixed Income Managers S 10,473.3 S 10,075.1 $ (398.2)

i P
H
i f ?

i l l

Cost Market
Unrealized
Gain/Loss

REAL ESTATE
Direct
AEW $ 113.6 $ 187.3 $ 73.7
CB Richard Ellis 279.8 291.1 11.2
Heitman/JMS 89.2 103.2 14.0
Henderson 66.6 73.9 7.3
Kennedy 223.2 235.7 12.5
L&B 283.7 298.7 15.1
LaSalle 163.8 169.8 6.0

Raymond James 0.0 0.0 0.0
RREEF 42.0 46.0 4.0

Sentinel 181.8 192.8 11.0
SSR 31.0 33.1 2Z
Total RE - Direct $ 1,474.7 $ 1,631.6 $ 156.9

Commingled
Allegis $ 0.0 $ 4.4 $ 4.4
CIGNA 4A 3,4 (1.0)
Total RE - Commingled S 4.5 $ 7.9 $ 3.4
REITs
AEW $ 483.2 $ 436.8 $ (46.5)
Simon Property Group 55.8 54.3 (1.5)
Total RE - REITs $ 539.0 $ 491.0 $ (43.0)

Mortgages
Lend Lease $ 301.5 $ 293.4 $ (8.1)

Total All RE Managers s 2,319.7 S 2,424.0 $ 104.2

01/10/2000 3:34 PM



Si Schroders
A la sk a n  C o m m o d if ie s R e v i e w  o f  1 9 9 9  a n d  O u t l o o k  f o r  2 0 0 0

Executive Sum m ary
Outlook

Export Revenues H2 99 should indicate continued growth in exports, w ith full year 
totals exceeding 1998 revenues. 2000 well p laced given generally 
favourable commodity price environment and improving 
econom ic growth. Expect at least as good as 1999.

Fish & Fish 
Products

Unlikely that prices can rise too far from current levels. Further 
export revenue growth will come from improved volumes.

Oil & Gas Although oil prices expected to fall from current levels, average 
annual prices will be up vs. 1999. Possible im provem ent in LNG 
export revenues as contract prices rise with a lag.

Wood & Wood 
Products

Peak prices achieved in 1999. Prices expected to fall, on average, 
during 2000 as housing starts slow in US and new production 
capacity reduces prices and margins.

Metals & M in ing Zinc prices to trade higher, although bulk o f  the gains already 
achieved in 1999. Lead will rise with other base metals but limited 
by high and rising inventory profile. Gold expected to remain 
range bound with limited scope for significant upside surprises.

In last year’s com m odity outlook, we suggested that prices were set for recovery, 
‘sometime after the first h a lf  o f  1999’. We, like others, have been shown to be 
conservative in both the timing and extent o f  the recovery in most classes o f  
commodity in 1999. Supply restraint was instrumental to stopping prices from sliding 
further and improved dem and growth came from recovery in Asia and from economies 
elsewhere, which accelerated away from the threat o f  deflation and recession.

What we have to consider now is the extent to which price recovery can continue from 
here and whether expected synchronised global growth will lead to another prosperous 
year for commodities in 2000.

For Alaska, the m ost significant contribution to export demand growth in 2000 will be 
growth acceleration in Japan as it accounts for over 40%  o f  all export revenues. Even 
without substantial growth, Alaskan exports will continue to benefit from a strong 
Yen. Exports to A sia and Europe should continue to benefit from improved economic 
fundamentals in those areas although the weak Euro makes US$ priced exports less 
competitive/attractive. For the price outlook, we will discuss each com m odity  class in 
turn.

Although H2 99 data are not available, data for H I 99 suggests that export revenue for 
the full year should be up on 1998. The major contributing groups o f  fisheries and oil 
& gas have both benefited from higher prices, which continued to strengthen during 
H2 99. Zinc price recovery accelerated in H2 99 and therefore the fuli year



contribution from minerals should increase. Despite w eakness in lead and fertilizer 
prices, total export revenues are expected to have increased year-on-year.

A laska’s Key Exports by Classification

0 100 200 300 *100 500 600 700 800 900

USS m

Source: US Department o f  Commerce

Alaska Export R evenue USS m January -  June 1999 and as %  o f  Full Y ear 1998

H I 99 U S S  m % 1 9 9 8  r e v e n u e
Fi sh  & F i s h  P r o d u c t s 512 77
Oi l  & G a s 3 0 0 79
M e t a l  M i n i n g 45 14
W o o d  P r o d u c t s 99 53
U r e a / F e r t i l i z e r s 59 35
T o t a l 1015 52

Source: US Department o f  Commerce

F i s h  a n d  F i s h  P r o d u c t s
In 1998 fishing related exports made up 36% ($ 7 13m) o f  total state export revenues. 
Data for H I  99 indicate a dramatic increase in revenues, to $ 5 12m. Even allowing for 
seasonality, one w ould expect full year 1999 revenues to have  increased. Exports 
consist o f  salmon, fish livers, roes, herring, cod, crustaceans and other fish products. 
Salmon forms the single most important product group. Based on prelim inary salmon 
catch value data (see chart), the value o f  salmon caught in A laskan waters increased 
35%  to $355m  in 1999. The increase came from a combination o f  price and volume. 
The average weight o f  most classes o f  salmon declined during 1999, but both the 
number o f  fish caught and the average price per pound increased. The biggest price 
im provem ent came from chinook. and the biggest increased catch cam e from sockeye, 
reversing the declining trend that began in 1995. The rebound in sockeye salmon 
(almost double the num ber o f  fish) reflects improving health o f  the salm on population 
(enhanced ocean survival). A s the largest contributor to catch value, this has been the 
key driver to the improved fortunes o f  Alaskan fishing during 1999.
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Salmon Catch by Type
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S o u r c e :  A la s k a  D e p a r tm e n t  o f  F is h  a n d  G a m e

Important to the demand for fish product exports is the health o f the Asian economies. 
Dramatic recovery in Korea and initial signs o f recovery in Japan, the two largest 
importers o f fish product from Alaska, have been key to selling on higher volumes of 
fish at generally higher prices. S c h r o d e r  E c o n o m ic s  forecasts growth in Japan to 
accelerate from 0.7% in 1999 to i.0% in 2000. Combined with a strong Yen exchange 
rate, imports from Alaska should increase this year. S c h r o d e r  E c o n o m ic s  forecasts for 
South Korea are a slowdown in growth from 10.1% in 1999 to 7.0% in 2000, still 
impressive given the economic malaise of 1998. Economic recovery in Euroland 
should also benefit exports in 2000.

Economic growth will support export earnings, although we would question the extent 
to which unit prices can rise from current levels. Raising prices significantly will 
simply result in substitution away from wild salmon to cheaper imports o f farmed 
salmon, especially from Chile. Therefore, revenues will depend on catch volumes and 
run rates, which are dependent upon the health o f the salmon population.

Longer term, the issue facing the fishing industry is competition from cheaper fanned 
product imports. The US now imports more salmon than it exports as farmed product 
takes market share from wild salmon. Alaska’s wild salmon product is superior but 
obviously more expensive. The growing trend in organic food may benefit salmon 
fishermen at the expense o f the mass produced variety but such a shift in preferences 
may take a long time to influence export revenues.

O il &  G a s
1999 was a case study in commodity price volatility as far as hydrocarbons are 
concerned. New Year predictions suggested that we were entering a period of single 
digit oil prices. What followed was the re-birth o f OPEC influence with a supply-side 
response to the issue o f critically low national budgets. The tri-partite agreement



between Venezuela, Saudi Arabia and non-OPEC member Mexico was critical to the 
success o f the output cuts, as indeed were improved relations between Iran and the 
Saudis. Markets doubted the first two cuts but the third and largest met with increased 
confidence and prices started to anticipate the draw down in stocks.

Alaska North Slope (ANS) crude oil prices recovered sharply in 1999, up from 
$ 10.70/bl in January to over $24.00/bl at the end o f the year. The recovery in prices 
was instrumental to the improvement in state finances as over 80% of the state budget 
is sourced from oil & gas revenues. Alaska oil was also in the news during 1999 due to 
negotiations with BP Amoco over the proposed merger with Arco. The merger will 
leave the combined entity with a dominant position in oil pipeline exports from 
Prudhoe Bay to the US West Coast. Agreement within Alaska has now been reached, 
but final FTC clearance is still pending.

The oil market is now especially tight. Crude oil inventory in absolute terms is at a 
three year low. Relative to demand crude oil inventories are now below 1996 levels, 
one o f  the unofficial benchmarks targeted by OPEC.

With prices still higher than the long-term trading range of $ 15-20/bl (ANS) one has to 
consider the prospects for prices remaining at such levels. Y2K appears to have passed 
largely unnoticed and all that remains in the very short term is Northern Hemisphere 
winter. To date, it has been warmer than average, although a little colder than last year, 
the warmest on record. If  temperatures do not fall sharply soon, destocking following 
the non-event o f Y2K could put further downward pressure on prices. There is data to 
suggest that OPEC compliance started to fall during December (as low as 75%) and 
Iraqi exports have resumed faster than initially expected. Increased supply of crude oil 
and lacklustre final demand points to downward pressure on prices. Indeed, we expect 
prices to fall from here.



C r u d e  O i l  P r i c e  A s s u m p t i o n s
1998 1999 Q1 OOF Q2 OOF Q3 OOF Q4 OOF 2000F 2001F

Brent (spot) 12.76 17.92 21.00 17.00 17.25 17.75 18.25 36.50

WTI 14.35 19.33 22.50 18.75 18.75 19.00 19.75 18.00

Source: Schroder G lobal Research

Based on the latest GDP forecasts S c h r o d e r  E c o n o m ic s  have estimated demand for 
crude oil. Oil demand is expected to grow 2 .2m bd (million barrels per day) in 2000 
and 1.5mbd in 2001.

Summary World Crude Oil Demand and Supply
mbl pe r day 
Supp ly

1995 1996 1997 1998 1999(0 2000(0 2001(0

OPEC 27.7 28.5 30.0 30.7 29.6 32.3 33.5
Non-OPEC 42.5 43.6 44.4 44.7 44.5 45.1 45.9
Total 70.1 72.0 74.4 75.3 74.1 77.5 79.4
% change 
Demand

2.7% 3.2% 1.3% -1.6% 4.5% 2.5%

OECD 44.9 45.9 46.7 46.9 47.9 48.7 49.9
Non-OECD 25.0 25.7 26.8 27.1 27.3 28.7 29.0
Total 69.9 71.6 73.5 74.0 75.2 77.4 78.9
% change 2.4% 2.7% 0.7% 1.6% 2.9% 1.9%
Stock bu ild /(d raw ) 0.2 0.4 0.9 1.3 - I . I 0.1 0.5

S o u rce : IE A  (lustoric), S c h ro d e r  E conom ics, S c h ro d e r  G lo b a l R ese a rch  ( fo rw a rd  estim a tes)

We assum e prices fall further in Q2 2000 as additional supply comes back to the 
m arket and seasonal demand falls off. High oil prices in H2 99 are expected to result 
in increased upstream capital expenditure budgets for 2000 and beyond, although the 
extent o f  participation by the Oil Majors in this ‘dash for g row th’ remains to be seen. 
As such, grow th in non-OPEC output may only start to accelerate late 2000/early 
2 0 0 1 .

The m ajority  o f  Alaskan export earnings in oil &  gas are derived from crude oil sales. 
The bulk o f  the remainder comes from LNG (Liquefied Natural Gas). As volumes are 
typically fixed via long term take-or-pay contracts it is pricing which determines 
marginal revenue. LNG prices are typically fixed relative to the competing fuel source 
(i.e. fuel oil) and will therefore rise as fuel oil prices rise with the oil price. That said, 
industry dynamics such as the global over supply o f  LNG limit the extent to which 
prices can recover. Lower crude oil prices in HI 99 are reflected in lower Alaskan 
export revenues derived from LNG. For 2000 we would expect the price environment 
to improve as highei fuel oil prices drive lagged adjustments in LN G  prices and as 
recovery in Asia absorbs the overhang o f  supply in the region.

W o o d  &  W o o d  P r o d u c t s
As markets continued to be surprised by continued strength in construction demand in 
North Am erica, this was reflected in lumber and panel prices. Recovery in the latter 
part o f  1998 continued well into 1999 with benchmark average framing lumber prices 
rising over 15% year-on-year. Peak-cycle prices were achieved in July 1999 as US 
housing markets continued to power ahead and new production capacity additions



w ere limited. This was true for both lumber and plywood. Higher prices are reflected 
in increased export revenues received during H I  99.

T he chart below indicates a sharp fall in prices during the second h a lf  o f  the year. This 
can be attributed to the slowdown in housing starts. Although growth in commercial 
property  remains relatively strong, that too is showing signs o f  slowing and is anyway 
less im portant to forest product demand.

W e continue to expect the US housing market to soften from current levels. N ew  wood 
product capacity will also act to depress operating rates and reduce prices and margins. 
Continued recovery in the Asia Pacific region may act to boost export revenues but 
overall we still expect prices to decline, on average, from peak levels achieved in 
1999. For Alaska, sales o f  chips and scrap wood are material. As such, the forecast rise 
in pulp prices should lead to higher revenues elsewhere in the production chain.

S o u r c e : R a n d o m  L e n g th s

M e t a l s  &  M i n i n g
Zinc and lead make up the majority o f  A laska’s mineral exports, with 81% and 14% 
respectively. The year started very much where 1998 left o f f  with prices continuing to 
slide down further as the effects o f  the Asian crisis continued to be felt.

It then becam e apparent that Asia was starting to recover and that the US economy 
was show ing few o f  the expected signs o f  slow down. As such demand exceeded 
expectations. With inventories already at low levels, prices started to recover. 
Benchm ark L M E  zinc prices were up over 30%  during the year, although average 
prices were up only 4%  versus 1998. Inventories continued to fall during 1999 
especially in Asia, as demand for galvanised steel increased (which accounts for over 
h a lf  o f  all zinc consumed). The bulk o f  price increases occurred in H2 99 and this, 
together with lags in contract prices, meant that HI 99 export revenue fell sharply. We 
expect H2 99 and HI 00 export revenue to be significantly higher.



Z i n c  P r i c e s  a n d  W a r e h o u s e  S t o c k s

Additional mine supply of zinc is expected from Australia, Mexico, Ireland and Peru 
during 2000 but demand growth for refined zinc should ensure that the market remains 
in deficit. This suggests positive price support for the next few years, although scope 
for significant price appreciation from current levels is limited. We expect prices to 
trade in the range S1,100-1,250/t.

Like zinc, the price of lead started to recover in Q 1 99. However, inventory levels 
started to turn up and, as such, limited further price appreciation Benchmark average 
prices actually declined during the year, by 4.7%. Inventories in 1999 increased by 
over 60%, a great deal o f the increase occurring in Singapore, which reflects increased 
exports o f lead from China.

Lead Prices and Warehouse Stocks



The outlook for lead prices is not particularly  exciting. Expansions and start-ups in 
A ustralia com bined w ith continued high levels o f  exports from  C hina should result in 
continued, i f  falling, surpluses. A s such, w e expect prices to recover during the year, 
but not significantly, to trade in the range $500-520/tonne. Longer term , the 
environm ental lobby to reduce the use o f  lead in vehicles (w hich is the key driver for 
lead dem and) will put dow nw ard pressure on prices unless capacity  is closed down 
and/or alternative uses are found for the metal.

Briefly on gold, prices recovered dram atically  in Septem ber last year as European 
central banks announced that sales and leasing o f  gold w ill be lim ited over the next 
five years. O ver only a few  trading days prices shot up from $260/trov oz to over 
$330/troy oz. The announcem ent brought to an end speculation regarding m ultiple 
sales o f  central bank reserves, w hich had sent prices below  m any producers cash cost 
level. Since then prices have been volatile, but now  appear to have settled into a 
trading range o f  $280-300/troy oz as speculative short positions have been unw ound. 
D em and grow th is robust and m ine supply grow th is, at best, flat so prices should rise 
towards the top end o f  this range during the year. That said, unexpectedly high dem and 
grow th could be m et from increased scrap sales or sales from bank reserves not party 
to the European agreem ent.

Craig Pennington 
Global Commodities Research 
Schroder Investment M anagem ent 
January 2000



A l a s k a  P e r m a n e n t F u n d  F o r e c a s t  

M o d e l

J  a n u a r y  2 0 , 2 0 0 0  

S t a t e  o f  A l a s k a ,  L e g i s l a t i v e  F i n a n c e  C o m m i t t e e s

G re g o ry  C . A lle n  C h ris  P h illip s , C F A

E V P , C a l la n  A sso c ia te s  Inc. D ire c to r  o f  F in a n c e , A P F C



O v e r v ie w  o f  P r e s e n t a t i o n

•  B r ie f  in t ro d u e t io n /r iv em ew  o f  m od e l.
•  D is c u s s io n  o f  inpu t assum ptions.
•  P ro je c t io n s  th rough  2 0 1 0  f o r  k e y  fu n d  

v a riab le s .
•  S u m m a ry  ob se rva tion s  an d  con c lu s ion s .



N IO N L A l  ( M o t h e r  o f  M o d e l s  -  A l l )

•  B u i ld  a  m od e l o f  the P e rm an en t F u n d  that:
- Proj ects the future fo r a ll key dimensions of the 
fund

- Accurately captures the mechanics of the 
distribution and Inflation-Proofing rules.

- A llow s fo r the testing of different investment 
and spending policies.

- Does a ll of this across the fu ll range o f potential 
capital market outcomes (taking in to account 
their volatility).
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P r i m a r y  A s s u m p t i o n s

•  Actual Fund results through September, 1999.
•  1999 Callan Associates Inc. capital market 
assumptions.

•  Current APFC Asset Allocation.
•  D ividend Statutory Formula
•  Earnings Reserve lim itation: Realized Earnings 
Reserve.

•  O il Revenues: Fall 1999 estimates from 
Department o f Revenue fa ll forecast.



A s s e t  A l l o c a t i o n  A s s u m p t i o n s

1 A s s e t  C l a s s T a r g e t

C a s h  E q u i v a l e n t s 0 . 0 %

D o m e s t i c  B o n d s 3 5 . 0 %

A c t i v e  L a r g e  C a p  D o m  E q 1 7 . 0 %

P a s s i v e  L a r g e  C a p  D o m  E q 1 3 . 0 %

S m a l l  C a p  D o m e s t i c  E q u i t y 7 . 0 %

I n t e r n a t i o n a l  E q u i t y 1 6 . 0 %

R e a l  E s t a t e 1 0 . 0 %

I n t e r n a t i o n a l  B o n d s 2 . 0 %

T o t a l 1 0 0 . 0 0 %



1 9 9 9  C a p i t a l  M a r k e t  A s s u m p t i o n s

1 * E x p e c t e d . S t a n d a r d

A s s e t  C l a s s R e t u r n . D e v i a t i o n

C P I 3 . 0 0 % 1 . 0 0 %

C a s h  E q u i v a l e n t s 4 . 4 0 % 0 . 7 0 %

D o m e s t i c  B o n d s 5 . 6 0 % 5 . 3 0 %

L a r g e  C a p  D o m e s t i c  E q u i t y 9 . 0 0 % 1 5 . 0 0 %

S m a l l  C a p  D o m e s t i c  E q u i t y 1 1 . 2 0 % 2 5 . 3 0 %

I n t e r n a t i o n a l  E q u i t y 1 0 . 0 0 % 2 1 . 5 0 %

R e a l  E s t a t e 8 . 0 0 % 1 6 . 5 0 %

I n t e r n a t i o n a l  B o n d s 5 . 6 0 % 1 1 . 0 0 %

E x p e c t e d  A v e r a g e  T o t a l  R a t e  o f  R e t u r n  7 . 9 7 %
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F u n d  V a l u e  v s  P r i n c i p a l  B a l a n c e

E n d i n g  M a r k e t  V a lu e  v s  E n d i n g  P r in c ip a l  B a la n c e

♦ - T o t a l  E n d i n g  P r i n c i p a l  B a l a n c e  

• - E M V  N e t  o f  D i v i d e n d  a n d  P a y / R e c

$ 4 5 ,0 0 0 ,0 0 0  - 

$ 4 0 ,0 0 0 ,0 0 0  - 

$ 3 5 ,0 0 0 ,0 0 0  - 

$ 3 0 ,0 0 0 ,0 0 0  

$ 2 5 ,0 0 0 ,0 0 0

$ 2 0 ,0 0 0 ,0 0 0  ,
$1<

$ 1 5 , 0 0 0 , 0 0 0 -  

$ 1 0 ,0 0 0 ,0 0 0  - 

$ 5 ,0 0 0 ,0 0 0  -

5,132,112

( U s i n g  t h e  m e d i a n  r a t e  o f  r e t u r n  w i t h  n o  v o l a t i l i t y )
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R a n g e  o f  E n d i n g  M a r k e t  V a l u e

R a n g e  o f  E n d i n g  M a r k e t  V a l u e

$60,000,000 

$55,000,000 

$50,000,000 

$ 4 5 ,0 0 0 ,0 0 0  

$40,000,000 -- 

$35,000,000

$25,000,000 

$ 2 0 ,0 0 0 ,0 0 0  

$15,000,000
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— --------------------1 ---------------------1 ---------------------1

1 9 9 9  2 0 0 0  2 0 0 1  2 0 0 2  2 0 0 3  2 0 0 4  2 0 0 5  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0

10 th $ 2 5 , 1 3 2 $ 2 8 , 5 8 6 $ 3 1 , 5 0 3 $ 3 4 , 0 3 9 $ 3 7 , 3 5 7 $ 3 8 , 8 2 3 $ 4 0 , 7 9 9 $ 4 3 , 9 9 9 $ 4 6 , 6 3 6 $ 4 9 , 4 0 7 $ 5 3 , 3 0 0 $ 5 5 , 7 9 6

2 5 t h $ 2 5 , 1 3 2 $ 2 7 , 1 6 3 $ 2 9 , 1 2 2 $ 3 0 , 8 9 4 $ 3 2 , 1 5 3 $ 3 4 , 3 6 7 $ 3 6 , 4 1 2 $ 3 8 , 2 6 5 $ 4 1 , 4 7 4 $ 4 2 , 4 2 3 $ 4 5 , 5 1 0 $ 4 7 , 8 2 2

M e d i a  n $ 2 5 , 1 3 2 $ 2 5 , 6 4 9 $ 2 6 , 8 3 5 $ 2 7 , 6 7 2 $ 2 8 , 6 0 7 $ 3 0 , 0 2 6 $ 3 1 , 5 2 0 $ 3 3 , 4 0 8 $ 3 4 , 7 6 6 $ 3 6 , 7 2 9 $ 3 8 , 5 6 6 $ 4 0 , 1  10

7 5 t h $ 2 5 , 1 3 2 $ 2 4 , 1 2 5 $ 2 4 , 1 2 0 $ 2 4 , 2 8 7 $ 2 5 , 6 4 3 $ 2 6 , 4 6 5 $ 2 7 , 5 8 1 $ 2 9 , 4 0 3 $ 3 0 , 5 5 2 $ 3 1 , 5 1 2 $ 3 2 , 9 7 6 $ 3 4 , 3 1 0

9 0 t h $ 2 5 , 1 3 2 $ 2 2 , 7 7 2 $ 2 1 , 7 6 5 $ 2 1 , 8 2 9 $ 2 2 , 9 5 7 $ 2 4 , 0 4 3 $ 2 4 , 8 0 8 $ 2 5 , 3 0 2 $ 2 6 , 6 1 0 $ 2 7 , 0 6 5 $ 2 8 , 6 2 5 $ 2 9 , 8 0 4
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R a n g e  o f  P r i n c i p a l  B a l a n c e

$60,000,000 

$55,000,000 

$50,000,000 

$45,000,000 

$40,000,000 

$35,000,000 

$30,000,000 

$25,000,000 

$ 2 0 ,0 0 0 ,0 0 0  

$15,000,000

R a n g e  o f  P r i n c i p a l  B a l a n c e

Percentile
10th
25th
M ed ian
75th
90th

------------------------ 1------------j--------------------------

1 9 9 9  2 0 0 0  2 0 0 1  2 0 0 2  2 0 0 3  2 0 0 4

------------------------ 1------------------------------------ 1-----------

2 0 0 5  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0
$19,001 $20,023 $21,258 $22,360 $23,372 $24,486 
$19,001 $19,961 $20,960 $21,892 $22,923 $23,844 
$19,001 $19,868 $20,646 $21,439 $22,309 $23,221 
$19,001 $19,780 $20,376 $21,013 $21,716 $22,477 
$19,001 $19,731 $20,111 $20,601 $21,142 $21,867

$25,456 $26,638 $27,647 $28,819 $30,016 $31,372 
$24,856 $25,816 $26,879 $28,010 $29,247 $30,302 
$24,238 $25,143 $26,056 $27,060 $28,098 $29,127 
$23,401 $24,270 $25,173 $26,105 $27,010 $27,957 
$22,620 $23,516 $24,497 $25,194 $25,879 $26,922
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0

0
0
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R e a l  F u n d  V a l u e  a n d  P r i n c i p a l

$ 3 0 , 0 0 0 , 0 0 0

$ 2 5 , 0 0 0 , 0 0 0

$ 2 0 , 0 0 0 , 0 0 0

$ 1 5 , 0 0 0 , 0 0 0

$ 1 0 , 0 0 0 , 0 0 0

$ 5 , 0 0 0 , 0 0 0

Real Ending Market Value vs Real Ending Principal Balance______
$29 ,088 ,658  I

$19 ,000 ,909

♦ - R e a l  ( 1 9 9 9 )  E n d i n g  M a r k e t  V a l u e  

• - R e a l  ( 1 9 9 9 )  E n d i n g  P r i n c i p a l

O N © © © © © © © © © © * - (
O N © © © © © © © © © © ©

Gil ( U s i n g  t h e  m e d i a n  r a t e  o f  r e t u r n  w i t h  n o  v o l a t i l i t y )



P r o j e c t e d  D i s t r i b u t i o n  o f  I n c o m e

( B a s e d  o n  S t a t u t o r y  I n c o m e )

Distributed Income

$ 3 , 0 0 0 , 0 0 0

„<» $ 2 , 5 0 0 , 0 0 0  - 
o  
o  
o
“  $ 2 , 0 0 0 , 0 0 0  e
0
B  $ 1 , 5 0 0 , 0 0 0  t

'O
0)

1  $ 1 , 0 0 0 , 0 0 0
•c •*—>
C/D

Q  $ 5 0 0 , 0 0 0  -

F i s c a l  Y e a r

( U s i n g  t h e  m e d i a n  r a t e  o f  r e t u r n  w i t h  n o  v o l a t i l i t y )  ^
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R a n g e  o f  D i s t r i b u t e d  I n c o m e

R a n g e  o f  D i s t r i b u t e d  I n c o m e

$ 3 ,0 0 0 ,0 0 0

$2,500,000 -

$ 2 ,0 0 0 ,0 0 0

$1,500,000

$ 1 ,0 0 0 ,0 0 0  --

$500,000

$0

M B

P e r c e  nlile
10 th
2 5 t h
M e d  ia n
7 5 t h
9 0 t h

1 9 9 9  2 0 0 0  2 0 0 1  2 0 0 2  2 0 0 3  2 0 0 4  2 0 0 5  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0

$ 1 , 0 4 5 $ 1 , 2 8 1 $ 1 , 5 1 7 $ 1 , 6 5 7 $ 1 , 7 7 5 $ 1 , 8 8 5 $ 2 , 0 5 2 $ 2 , 1 7 9 $ 2 , 3 5 4 $ 2 , 5 7 2 $ 2 , 6 6 1 $ 2 , 7 5 0

$ 1 , 0 4 5 $ 1 , 2 3 1 $ 1 , 3 3 3 $ 1 , 4 3 1 $ 1 , 4 7 6 $ 1 , 5 8 3 $ 1 , 6 0 0 $ 1 , 6 8 6 $ 1 , 7 8 6 $ 1 , 9 0 5 $ 2 , 0 5 5 $ 2 , 1 7 5

$ 1 , 0 4 5 $ 1 , 1 7 8 $  1 , 2 1 8 $ 1 , 2 3 2 $ 1 , 1 7 8 $ 1 , 1 2 9 $ 1 , 1 7 8 $ 1 , 2 1 5 $ 1 , 2 8 3 $ 1 , 3 9 5 $ 1 , 4 6 4 $ 1 , 5 1 5

$ 1 , 0 4 5 $ 1 , 1 2 1 $ 1 , 0 8 4 $ 9 9 7 $ 8 7 1 $ 8 0 9 $ 7 5 5 $ 8 3 8 $ 8 9 0 $ 9 0 6 $ 9 0 8 $ 9 4 9

$ 1 , 0 4 5 $ 1 , 0 7 8 $ 9 6 2 $ 8 0 6 $ 6 1 8 $ 4 8 7 $ 4 4 4 $ 4 0 1 $ 3 8 7 $ 3 6 1 $ 4 5 2 $ 5 0 3
1 2

WA



E n d i n g  E a r n i n g s  R e s e r v e  B a l a n c e

( B o t h  R e a l i z e d  a n d  U n r e a l i z e d )

Ending Earnings Reserve Balance

r>
o
o
o
&r

$ 1 2 , 0 0 0 , 0 0 0  -

$ 1 0 ,0 0 0 ,0 0 0

$ 8 ,0 0 0 ,0 0 0  -

$ 6 ,0 0 0 ,0 0 0  - -

$ 4 ,0 0 0 ,0 0

$ 2 ,0 0 0 ,0 0 0

■  E n d in g  U nrea lized  E R  B alance 

G0 E n d in g  R ealized E R  B alance

( A \

F i s c a l  Y e a r

(U s in g  a constant rate o f  re tu rn  with no volatility, net o f  a l l  payab les)  13
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R a n g e  o f  E n d i n g  T o t a l  E a r n i n g s  R e s e r v e

R a n g e  o f  E n d i n g  G A A P  E a r n i n g s  R e s e r v e  B a l a n c e

$30,000,000

$25,000,000 --

$ 2 0 ,0 0 0 ,0 0 0

$15,000,000

$ 1 0 ,0 0 0 ,0 0 0

$5,000,000

$0

I
1 1 1__

v'ife
w

1 9 9 9  2 0 0 0  2 0 0 1  2 0 0 2  2 0 0 3  2 0 0 4  2 0 0 5  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0

$ 6 , 1 3 1 $ 8 , 7 3 4 $ 1 0 , 9 1 8 $ 1 2 , 7 1 2 $ 1 5 , 2 8 8 $ 1 5 , 8 0 6 $ 1 7 , 0 7 8 $ 1 8 , 8 5 8 $ 2 0 , 8 7 4 $ 2 2 , 1 3 7 $ 2 5 , 5 1 6 $ 2 6 , 1 1 9

$ 6 , 1 3 1 $ 7 , 3 4 8 $ 8 , 4 2 9 $ 9 , 3 7 6 $ 1 0 , 1 2 4 $ 1 1 , 3 1  1 $ 1 2 , 2 4 1 $ 1 2 , 9 7 2 $ 1 5 , 3 3 1 $ 1 5 , 7 4 1 $ 1 7 , 3 5 7 $ 1 9 , 0 7 7

$ 6 , 1 3 1 $ 5 , 8 3 2 $ 6 , 1 1 6 $ 6 , 2 2 4 $ 6 , 2 2 1 $ 6 , 7 5 1 $ 7 , 1 9 5 $ 8 , 5 4 2 $ 8 , 5 6 8 $ 9 , 8 9 7 $ 1 0 , 3 9 6 $ 1 0 , 4 2 4

$ 6 , 1 3 1 $ 4 , 2 6 7 $ 3 , 3 0 3 $ 2 , 7 8 4 $ 3 , 1 4 1 $ 3 , 1 5 3 $ 3 , 3 6 0 $ 3 , 3 3 9 $ 3 , 8 6 8 $ 4 , 3 8 6 $ 4 , 3 7 5 $ 4 , 4 0 1

$ 6 , 1 3 1 $ 2 , 8 5 4 $ 1 , 1 4 9 $ 3 2 5 $ 3 2 4 $ 3 3 0 $ 2 9 0 $ 2 9 6 $ 2 5 6 $ 2 0 5 $ 1 9 9 $ 1 9 0 14



$
0

0
0

’s
R a n g e  o f  E n d i n g  R e a l i z e d  E a r n i n g s  R e s e r v e

R a n g e  o f  E n d i n g  R e a l i z e d  E a r n i n g s  R e s e r v e  B a l a n c e

$30,000,000 

$25,000,000 - 

$ 2 0 ,0 0 0 ,0 0 0  - 

$15,000,000

$ 1 0 ,0 0 0 ,0 0 0

$5,000,000

$0

1 9 9 9  2 0 0 0  2 0 0 1  2 0 0 2  2 0 0 3  2 0 0 4  2 0 0 5  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0

$2,590 $3,860 $5,873 $7,376 $8,906 $10,102 $1 1,352 $13,161 $15,139 $16,658 $18,529 $20,237

$2,590 $3,532 $4,471 $5,370 $6,368 $7,61 1 $8,531 $9,316 $10,893 $12,029 $13,637 $14,722

$2,590 $3,024 $3,421 $3,791 $3,864 $4,254 $4,936 $5,759 $6,378 $7,084 $8,446 $9,218

$2,590 $2,546 $2,184 $1,842 $1,685 $1,961 $2,336 $2,426 $3,051 $3,515 $3,596 $4,1 12

$2,590 $2,163 $1,413 $572 $421 $448 $905 $873 $1,124 $ 1,295 $1,252 $1,369 15



R a n g e  o f  P e r  C a p it a  D i v i d e n d

R a n g e  o f  P e r  C a p i t a  D i v i d e n d

1 9 9 9  2 0 0 0  2 0 0 1  2 0 0 2  2 0 0 3  2 0 0 4  2 0 0 5  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0
re rce nine 
10th $1,770 $2,154 $2,528 $2,731 $2,894 $3,040 $3,273 $3,436 $3,672 $3,968 $4,275 $4,145

25 ill $1,770 $2,068 $2,214 $2,352 $2,398 $2,545 $2,541 $2,646 $2,772 $2,925 $3,121 $3,266

M ed ian $1,770 $1,977 $2,019 $2,018 $1,904 $1,799 $1,857 $1,892 $1,977 $2,128 $2,207 $2,258

75th $1,770 $1,878 $1,791 $1,624 $1,393 $1,274 $1,171 $1,289 $1,358 $1,362 $1,348 $1,397

90th $1,770 $1,804 $1,584 $1,302 $973 $747 $501 $590 $561 $510 $643 $713 16



R a t e  o f  R e t u r n  O b s e r v a t i o n s

M e d i a n  e x p e c t e d  t o t a l  r a t e  o f  r e t u r n ;  7 . 9 7 %

E s t i m a t e d  f e e s  t o  m a n a g e  t h e  F u n d :  . 1 7 %

N e t - o f - f e e  t o t a l  r e t u r n ;  7 . 8 0 %

E s t i m a t e d  i n f l a t i o n ;  3 . 0 0 %

M e d i a n  r e a l  g r o w t h  o f  t h e  f u n d ;  4 . 8 0 %

B a s e d  o n  t h e  d i v i d e n d  f o r m u l a ,  t h e  c u r r e n t  p a y - o u t  

r a t e  i s  a p p r o x i m a t e l y  3.25%- 4 . %  o f  m a r k e t  v a l u e .



R a n g e  o f  O n e  a n d  F i v e  Y e a r  

R e t u r n s  f o r  T o t a l  F u n d

Range of Projected Annualized Total Fund Returns
25 .0%

2 0 .0%

g  15 .0%
3

<  5 .0 %  -

0 .0 %

-5 .0%  -

Pe rc e n tile

10 th

2 5 th

M e d  ia n

7 5 th

9 0 th

1 Year 5 Year

18



S u m m a r y  O b s e r v a t i o n s

G i v e n  t h e  v o l a t i l i t y  o f  t h e  m a r k e t s ,  t h e r e  i s  a  1 0 %  c h a n c e  t h a t  t h e  

F u n d ' s  t o t a l  r e t u r n  w i l l  b e  a s  l o w  a s  - 4 . 4 %  a n d  a  1 0 %  c h a n c e  t h a t  i t  

w i l l  b e  a s  h i g h  a s  2 3 . 8 %  i n  a n y  g i v e n  y e a r .  O v e r  l o n g e r  i n v e s t m e n t  

t i m e  p e r i o d s  v o l a t i l i t y  i s  r e d u c e d

T h e r e  i s  a p p r o x i m a t e l y  a  2 0 %  c h a n c e  t h a t  t h e  F u n d  w i l l  g e n e r a t e  a  

n e g a t i v e  r e t u r n  i n  a n y  g i v e n  y e a r ,  b u t  o v e r  f i v e  y e a r s  t i r e  c h a n c e  o f  a  

c u m u l a t i v e  n e g a t i v e  r e t u r n  i s  5 % .  O v e r  e v e n  l o n g e r  t i m e  p e r i o d s ,  

v o l a t i l i t y  i s  r e d u c e d

G i v e n  t i r e  s i m u l a t e d  i n t e r a c t i o n  o f  i n v e s t m e n t  p e r f o r m a n c e  a n d  F u n d  

m e c h a n i c s ,  t h e  m o d e l  i n d i c a t e s  t h a t  t h e r e  i s  a  7 5 %  c h a n c e  t h a t ,  o v e r  

t h e  n e x t  1 0  y e a r s ,  t h e  F u n d  w i l l  b e  a b l e  t o  s u p p o r t  t h e  d i v i d e n d  e v e i y  

y e a r ,  w i t h  n o  l i m i t a t i o n  i m p o s e d  b y  t h e  R e a l i z e d  E a r n i n g s  R e s e r v e  

b a l a n c e .

G i v e n  t h e s e  s a m e  i n t e r a c t i o n s ,  t h e  m o d e l  i n d i c a t e s  t h a t  t h e r e  i s  a n  7 0 %  

c h a n c e  t h a t  o v e r  t h e  n e x t  1 0  y e a r s ,  t h e  F u n d  w i l l  b e  a b l e  t o  s u p p o r t  

i n f l a t i o n - p r o o f i n g  e v e r y  y e a r ,  w i t h  n o  l i m i t a t i o n  i m p o s e d  b y  t h e  

R e a l i z e d  E a r n i n g s  R e s e r v e  b a l a n c e .



P a y o u t  a s  a  P e r c e n t  o f  M a r k e t  V a l u e

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

m e t h o d  o f  p a y - o u t  b y  t h e  A P F C  T r u s t e e s .

T h e  p a y - o u t  r a t e  i s  s e t  b e l o w  t h e  l o n g - t e r m  p r o j  e c t e d  i n f l a t i o n  r a t e ,  

m a k i n g  i n f l a t i o n  p r o o f i n g  a  p r i o r i t y .

A  p e r c e n t  o f  t h e  a v e r a g e  m a r k e t  v a l u e  p a y - o u t  m e t h o d  o f  a n  a v e r a g e  

t o t a l  F u n d  v a l u e  w i l l  r e s u l t  i n  a  m o r e  s t a b l e  d i s t r i b u t i o n  s t e a m  t h a n  

t h e  c u r r e n t  i n c o m e  b a s e d  d i s t r i b u t i o n  r u l e .

D i s c o n n e c t s  i n v e s t m e n t  d e c i s i o n s  f r o m  s h o r t - t e r m  s p e n d i n g  

c o n s i d e r a t i o n s .

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

s t r a t e g y  r a t h e r  t h a n  a  t a c t i c a l  r e s p o n s e  t o  m a r k e t  c y c l e s .

D i s t r i b u t i n g  i n c o m e  i n  e x c e s s  o f  a  s u s t a i n a b l e  r e a l  r a t e  o f  r e t u r n  

c r e a t e s  p o t e n t i a l  s h o r t f a l l s  i n  f u t u r e  d i s t r i b u t i o n s  d u e  t o  t h e  F u n d ' s  

r e q u i r e m e n t  t o  p r e s e r v e  p r i n c i p a l  ( " i f  y o u  p a y o u t  m o r e  t o d a y ,  y o u  

m u s t  p a y  o u t  l e s s  t o m o r r o w . " )
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J a n u a r y  2 4 ,  2 0 0 0

Expenditures Related to Public Relations or Inform ation Dissemination For FY 97 and 
FY 98 (01-4574-99)

Purpose of the Report

The purpose o f the audit was to develop an estim ate o f  expenditures made by the O ffice the 
G overnor on public relations or information dissem ination. For the purposes o f this report public 
relations and information dissemination is defined as “the management function that evaluates 
public attitudes, aligns the policies and procedures o f the State with the public interest, and 
executes a program o f action and communication to earn public understanding and acceptance. ”

Findings a n d C onclusions

We estim ate that personal services costs related to carrying out the aforem entioned activities 
ranged from  $1 million to $1.3 million for both FY 97 and FY 98.

Travel related expenses were under $200,000 in both FY 97 and FY 98. Oftentimes the purpose o f 
a trip was for multiple purposes -  some o f which involved public relations or information 
dissem ination. We did not attempt to allocate the costs o f the trip between various purposes, but 
charged all related costs to our estimate total.

Contractual related costs were approximately $100,000 annually.

Schedules o f  specific expenditures and activities are set out in the report in order that each reader 
can review and consider if the activities involved, especially in the area of travei, fit their 
definition o f  “public relations.”

O f f i c e  o f  t h e  G o v e r n o r

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT



J a n u a r y  2 4 ,  2 0 0 0

Purpose of the Report

This report summarizes our review o f the State o f A laska’s general purpose financial 
statements and the State’s compliance with federal laws and regulations in the adm inistration 
of over $1.2 billion o f federal financial assistance programs.

Findings a n d Conclusions

The FY 98 General Purpose Financial Statements for the State o f Alaska are fairly presented 
in accordance with generally accepted accounting principles, except for two items. General 
Fixed assets are reported at replacement or insured value rather than on a historical cost basis 
as required by generally accepted accounting principles.

With regard to compliance with federal laws and regulations we were unable to obtain 
sufficient documentation supporting the State’s compliance regarding allowable costs for 
three federal programs:

1. Departm ent o f Fish and Game, Pacific Salmon Treaty program;
2. Departm ent o f Fish and Game W ildlife Restoration program; and
3. Departm ent o f Administration, Aging cluster program.

Additionally, the State o f  Alaska did not comply with requirements regarding allowable costs 
for the Public W ater System Supervision program administered by the Departm ent of 
Environmental Conservation or the special tests and provisions applicable to the Child 
Support Enforcem ent program administered by the Department o f Revenue.

This report also contains 37 recommendations, o f which 12 were carried over from the prior 
year. M any of the recommendations made in this report require significant changes in 
procedures or a shifting o f priorities, and therefore may take more than one year to 
implement.

A major concern discussed in this report involves an overexpenditure by the Departm ent of 
Transportation and Public Facilities (DOTPF). We estimate DOTPF overspent its 
maintenance and operations appropriations by almost $1 million. Rather than reducing actual 
spending, D OTPF management simply chose not to pay its State Equipment Fleet bills for 
the last couple o f months o f the fiscal year. Our recommendation and D O TPF’s response 
involves a somewhat complicated discussion o f accounting issues, licet rates, and 
replacem ent credits. However, essentially DOTPF overspent its appropriations.

DOTPF disagrees with this conclusion. We would suggest that as budget discussions occur 
this legislative session, that the finance committees will wish to assure themselves this does 
not happen in the future.

D e p a r t m e n t  o f  A d m i n i s t r a t i o n

S t a t e  o f  A l a s k a ,  S t a t e w i d e  S i n g l e  A u d i t  f o r  F Y  9 8  ( 0 2 - 6 9 0 0 - 9 9 )

ALASKA STATE LEGISLATURE
- 2 -

OIV1SION OF LEGISLATIVE AUDIT



J a n u a r y  2 4 ,  2 0 0 0

D e p a r t m e n t  o f  A d m i n i s t r a t i o n

A  S u n s e t  R e v i e w  o n  t h e  A l a s k a  C o m m i s s i o n  o n  t h e  A g i n g  ( 0 2 - 1 4 6 2 - 9 9 )

Purpose of the Report

W e reviewed the activities o f the commission in accordance with Titles 24 and 44 o f the Alaska 
Statutes in order to determine whether this commission should continue in existence as provided for 
under the terms o f the State’s “sunset” legislation. The commission is currently scheduled to 
terminate on June 30, 2000.

Findings and C onclusions

We believe there is a demonstrated need for this commission, therefore, we recommend the 
termination date be extended until June 30, 2004.

During our review we did identify some areas for improvement. W e made several recommendations 
addressing improvements that are needed to ensure federal funds are handled in accordance with 
various federal requirements. Additionally, we reviewed the organizational placement of the Long 
Term Care Ombudsman LTCO. Part of the commission’s responsibility is oversight o f the Long 
Term Care Ombudsman. This set up a potential for a conflict o f interest because the Department o f 
Administration also manages the State’s Pioneers’ Homes.

This became an issue, in part, as a result o f the recent investigation in the Anchorage Pioneers’ Home 
by the Long Term Care Ombudsman. The investigation was lengthy and became contentious. The 
state agency responsible for administering the pioneer homes imposed certain procedures on the Long 
Term Care Ombudsman. These include:

1. Interviews had to be conducted in the presence of an assistant attorney general from the 
Department o f Law.

2. The Long Term Care Ombudsman was required to notify pioneer home management before 
conducting interviews with staff regarding complaints.

Widely differing views arc held as to Ihe reasons for and the effect of these measures. Regardless, 
these measures created a situation where state facilities were treated differently by the LTCO than 
similarly situated private sector facilities.

In recognition o f the organizational difficulties the commission is considering organizational 
alternatives which we expect to be a matter o f discussion during legislative hearings on SB 204, 
which extends the termination date o f the board.

ALASKA STATU LEGISLATURE
- 3 -

DIVISION OF LEGISLATIVE AUDIT



J a n u a r y  2 4 ,  2 0 0 0

Department o f Administration 

Office of Puhlic Advocacy -  Public G uardian Program  (02-4577-99)

Purpose of the Report

This report evaluated the following:

1. The extent to which recom m endations from a prior legislative audit had been implemented.
2. The organizational structure o f OPA and the existence of any conflicts o f interest.
3. The contractual arrangement for court visitors and the effectiveness o f their reviews.
4. The potential for transferring cases from OPA to private guardianship services.

Findings an d C onclusions

There are over 2,700 guardianships in the State. About 74% of the time, the guardian oversight is 
carried out by a private, unpaid person -  usually a relative. About 20% o f fhe tim e the oversight 
services are provided by a public guardian employed by the Office o f Public Advocacy, and the 
remaining 6% o f time a private guardianship service fulfills the function.

Private professional guardians must becom e an important option for dealing with the growth in 
guardianship services. However, the current private agencies do not yet enjoy the confidence of 
major participants in the State’s guardianship system. The State should encourage responsible 
growth by this occupational group, such as professional regulation, perform ance monitoring, or 
other means o f oversight.

Assigning OPA the management responsibilities for the court visitor function created an inherent 
conflict of interest. The current placem ent o f the court visitor requires them to review the quality 
o f guardianships by OPA, the same agency that has hired, pays and provides training for the court 
visitor. We recommend that the court visitor function be transferred to the A laska Court System.

We reviewed concerns by private professional guardians regarding O PA ’s practice o f  “spending 
down” wards’ assets to maintain eligibility for public benefits. W e find that O PA ’s practice is 
analogous to tax planning which is legal, rather than tax evasion -  which is illegal.

Findings from reviews conducted by the Office of the Governor, Office o f M anagem ent and 
Budget and the McDowell Group confirm  that the recommendations from  the Division of 
Legislative A udit’s prior audit have been implemented.

ALASKA STATE LEGISLATURE
- 4 -

DIV1SION OF LEGISLATIVE AUDfT



Purpose of the Report 

T h e  o b je c t iv e s  o f  th is  a u d i t  w ere :

1. T o  r e v ie w  in te rn a l c o n tro ls  o v e r  p h a rm a c y  in v e n to rie s .
2 . E v a lu a te  th e  e f f ic ie n c y  o f  p h a rm a c y  o p e ra tio n s .
3. T o  d e te rm in e  i f  th e  tu rn o v e r  ra te s  fo r  b o th  re s id e n ts  a n d  d ire c t-c a re  s ta f f  a r e  re a s o n a b le .
4 . T o  a s c e r ta in  w h e th e r  d ire c t-c a re  s ta f f in g  ra tio s  a re  ad e q u a te .

Findings and Conclusions

C o n tro ls  o v e r  s o m e  o f  th e  P io n e e rs ' H o m e  P h a rm a c y  o p e ra tio n s  a re  w e a k . M o re  s p e c if ic a l ly  
w e  d e te rm in e d  th a t:

1. P h y s ic a l  c o n tro ls  o v e r  m e d ic a tio n s  w h ile  in  t ra n s p o r t  a re  lack in g .
2 . D is p o s a l o f  c o n tro l le d  su b s ta n c e s  is  in  v io la tio n  o f  s ta te  a n d  fe d e ra l re g u la t io n s .
3 . T h e  in -h o u s e  p h a rm a c y  p ro g ra m  m a y  n o t b e  th e  m o s t e f f ic ie n t a lte rn a tiv e .
4 . S ta te  re g u la t io n s  a n d  d iv is io n a l p o lic ie s  an d  p ro c e d u re s  a re  n o t b e in g  fo l lo w e d  in 

p e r s o n n e l  m a tte rs .

S ta ff in g  le v e ls  in  th e  h o m e s  a re  a d e q u a te , s ta f f  tu rn o v e r  is b e lo w  n a tio n a l a v e ra g e s ,  an d  
re s id e n t  tu rn o v e r  is  lo w .

W e m a d e  s e v e n  re c o m m e n d a tio n s  to  th e  D e p a r tm e n t o f  A d m in is tra t io n  to  a d d re s s  th e  
s h o r tc o m in g s  id e n tif ie d  in  th is  re p o rt. T w o  o f  th e  m o re  c r itic a l re c o m m e n d a tio n s  a d d re s s e d  
c o n c e rn s  w e  h a d  re g a rd in g  th e  b a c k g ro u n d s  o f  c e r ta in  e m p lo y e e s  w o rk in g  a t  th e  h o m e s . In 
th is  a r e a  w e  re c o m m e n d e d  th e  fo llo w in g :

1. T h e  D iv is io n  o f  A la s k a  L o n g e v ity  P ro g ra m s ’ h u m a n  re so u rc e s  o f f ic e r  s h o u ld  a s s e s s  th e  
r isk  o f  e m p lo y in g  c e r ta in  in d iv id u a ls .

T h e  P io n e e r s ’ H o m e  w a s  n o t a s s e s s in g  th e  r is k  a s so c ia te d  w ith  c e r ta in  e m p lo y e e s .  W e  
n o te d  th a t  s e v e ra l  e m p lo y e e s  h a d  fe lo n y  c o n v ic tio n s  fo r  se x u a l a b u s e  a n d  a  p h a rm a c is t  
th a t  h a d , a n d  m a y  s till  h a v e , an  o p ia te  a d d ic tio n . W e  d id  n o t c o n d u c t a  c o m p re h e n s iv e  
re v ie w  fo r  r is k s  o f  th is  n a tu re . W e  s u s p e c t th a t  su c h  a  re v ie w  w o u ld  r e v e a l  a d d it io n a l  
p o te n tia l  r is k s  to  re s id e n ts , s ta ff , a n d  th e  S ta te .

2 . T h e  c o m m is s io n e r s  o f  th e  D e p a r tm e n ts  o f  A d m in is tra tio n  an d  H e a lth  a n d  S o c ia l S e rv ic e s  
s h o u ld  a d o p t  re g u la t io n s  to  p ro h ib i t  e m p lo y m e n t o f  c e r ta in  c r im in a ls  in  a s s is te d  liv in g  
h o m e s .

J a n u a r y  2 4 ,  2 0 0 0

D e p a r t m e n t  o f  A d m i n i s t r a t i o n

D i v i s i o n  o f  L o n g e v i t y  P r o g r a m s .  A l a s k a  P i o n e e r s ’  H o m e s  ( 0 2 - 4 5 9 1  - 0 0 )

ALASKA STATE LEGISLATURE
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Regulatory Com m ission of Alaska and the Alaska Oil and Gas Conservation  
Commission (02-1466-00)

Purpose of the A udit

T h is  a u d i t  w a s  re q u ire d  b y  C h a p te r  25 , S L A  1999.

T h e  o b je c t iv e  o f  th e  a u d it  w a s  to  e v a lu a te  th e  c o m p a t ib i l i ty  o f  th e  fu n c tio n s  o f  th e  
R e g u la to ry  C o m m is s io n  o f  A la s k a  an d  th e  A la s k a  O il a n d  G a s  C o n s e rv a tio n  C o m m is s io n . 
T h ro u g h  a  c o m p a ra t iv e  a n a ly s is  o f  th e se  fu n c tio n s , w e  e v a lu a te d  w h e th e r  it w o u ld  b e  in  th e  
S ta te ’s b e s t  in te re s t  to  c o m b in e  th e  tw o  c o m m is s io n s  a n d  p ro v id e  th e i r  s e rv ic e s  th ro u g h  a 
s in g le  a g e n c y .

Findings and Conclusions

O u r c e n tra l  c o n c lu s io n  is th a t  th e  b e s t in te re s t o f  th e  S ta te  is  s e rv e d  b y  re ta in in g  tw o  s e p a ra te  
id e n ti tie s  fo r  th e s e  c o m m is s io n s .

W h ile  b o th  c o m m is s io n s  re g u la te  b u s in e sse s , im p o r ta n t  d if f e re n c e s  e x is t  in  th e ir  m is s io n s , 
th e  e n t i t ie s  b e in g  re g u la te d , d e c is io n a l tim e lin e s , te c h n ic a l  d is c ip l in e s ,  a n d  o p e ra t in g  
e n v iro n m e n ts .  J u s t  ai> im p o rta n tly , th e  a g e n c ie s ’ s e p a ra te  id e n titie s  fo s te r  p u b lic  
a c c o u n ta b il i ty  u n d e r  s o m e  u n iq u e  A la s k a  c o n d itio n s .

J a n u a r y  2 4 ,  2 0 0 0

D e p a r t m e n t  o f  A d m i n i s t r a t i o n
D e p a r t m e n t  o f  C o m m u n i t y  a n d  E c o n o m i c  D e v e l o p m e n t
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J a n u a r y  2 4 ,  2 0 0 0

Selected Com pensation Issues Related to Alaska Seafood M arketing Institute (ASMI) and 
Alaska Industrial Export and Developm ent Authority (AIDEA) (02-4569-99)

Purpose of the Report

T h is  a u d it  re v ie w e d  a  v a r ie ty  o f  c o m p e n s a t io n  re la te d  is s u e s  w h ic h  in v o lv e d  e m p lo y e e s  w o rk in g  
fo r  v a r io u s  g o v e rn m e n ta l  c o rp o ra t io n s . M o re  sp e c if ic a lly , w e  w e re  r e q u e s te d  to  id e n tify  th e  b a s is  
fo r  se tt in g  v a r io u s  ra te s  o f  p a y , a n d  i f  th e  g o v e rn in g  b o a rd s  o f  th e  e n t i t ie s  in v o lv e d  u ti liz e d  a 
p re sc r ib e d  p a y  s c h e d u le  a n d  p la n . A  se c o n d  o b je c tiv e  o f  th e  r e v ie w  w a s  to  a sse ss  th e  
c o m p a ra b il ity  o f  c o m p e n s a t io n  fo r  in d iv id u a ls  w o rk in g  a t  A S M I a n d  A ID E A , p a id  a t  ra n g e  21 an d  
ab o v e , w ith  p o s it io n s  in  th e  p r iv a te  s e c to r  an d  o th e r  s ta te  a g e n c ie s .

Findings and Conclusions

T h e  re p o r t  d is c u s s e s  th e  fo l lo w in g  f in d in g s :

1. O n ly  5 %  o f  e x e c u tiv e  b ra n c h  e m p lo y e e s  a re  le g a lly  re q u ire d  to  u se  th e  s ta tu to ry  p ay  p lan .

2. A d v a n c e d  s te p  h ire  is  p ra c tic e d  b y  b o th  c la ss if ie d  a n d  e x e m p t p o s it io n s .

3. C o m p e n s a tio n  fo r  m o s t  o f  A S M I p o s it io n s  a re  w ith in  th e  c o m p e t i t iv e  m a rk e t  ra n g e .

4 . A ID E A  p o s it io n s  fa ll  a b o v e , b e lo w , a n d  w ith in  c o m p e ti t iv e  m a rk e t  ra n g e .

W e m a d e  a  re c o m m e n d a tio n  to  A S M I th a t it d e v e lo p  c o m p re h e n s iv e  p e rs o n n e l p o lic ie s  an d  h a v e  
th e m  a p p ro v e d  b y  th e  b o a rd .

D e p a r t m e n t  o f  A d m i n i s t r a t i o n
D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t
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January 2 4 ,2 0 0 0

Issues Relating to World Plus, Inc. (03/08-4590-99)

Purpose of the Report

T h e  p u rp o s e  o f  th e  a u d it  w a s  to  re v ie w  an d  e v a lu a te  th e  a c tio n s  o f  th e  D iv is io n  o f  B a n k in g , 
S e c u r it ie s ,  a n d  C o rp o ra tio n s  a n d  th e  D e p a r tm e n t o f  L a w  in m a tte rs  re la te d  to  th e  s u p e rv is io n , 
re g u la t io n ,  a n d  in v e s tig a tio n  o f  th e  F a irb a n k s -b a s e d  c o rp o ra tio n  W o rld  P lu s , In c , (W P I) . W P I 
o p e ra te d  a n  a i r l in e  t ic k e t d is c o u n t  b u s in e s s .  T h e  p u rp o r te d  b u s in e s s  w a s  u n d e r s e l l in g  tra v e l a g e n ts  
a n d  a ir l in e s  b y  m a rk e tin g  d is c o u n te d  a ir l in e  tic k e ts  th a t  h a d  b e e n  e a rn e d  b y  o th e rs  th ro u g h  th e  
f r e q u e n t  f ly e r  p ro g ra m . W e  p o in t  o u t  in  th e  re p o r t  th a t e v e n  th is  p u rp o r te d  b u s in e s s  w a s  ille g a l. A ll 
c o m m e rc ia l  a ir l in e s  th a t fly  in to  A la s k a  a l lo w e d  f re q u e n t f ly e r  t ic k e ts  to  b e  tra n s fe r re d  to  o n ly  
fa m ily  m e m b e r s  o r  tra v e lin g  c o m p a n io n s . A ir l in e s  p ro h ib ite d  p a r tic ip a n ts  f ro m  s e ll in g  th e ir  
m ile a g e  to  u n re la te d  th ird  p a r tie s .

Findings and Conclusions

In  o rd e r  to  F inance  th e  b u s in e s s , th e  o w n e r  d e v e lo p e d  an  in v e s tm e n t p ro g ra m . T h e  p ro g ra m  
e s s e n tia l ly  c o n s is te d  o f  p ro m is s o ry  n o te s  g u a ra n te e in g  in te re s t  ra te s  to  in v e s to rs  o f  b e tw e e n  4 0 %  
to  3 0 0 %  a n n u a lly .  In  A u g u s t 1992 , th e  D iv is io n  o f  B a n k in g , S e c u r it ie s  a n d  C o rp o ra tio n s  le a rn e d  
th a t  W P I ’s o w n e r  w a s  s e llin g  u n re g is te re d  s e c u ritie s . W h e n  c o n ta c te d  b y  B S C , th e  o w n e r  o f  W P I 
s a id  th e re  w e re  3 5  in v e s to rs  w ith  in v e s tm e n t  c o n tra c ts  to ta lin g  $ 5 6 0 ,0 0 0 . A c tu a lly ,  th e  n u m b e rs  
w e re  5 0 0  in v e s to r s  w ith  c o n tra c ts  to ta l in g  m e re  th a n  $ 8 .6  m illio n .

In  N o v e m b e r  1 9 9 2 , th e  a t to rn e y  fo r  W P I ’s o w n e r  s u b m itte d  to  B S C  2 4  le tte rs  o f  e n d o rs e m e n t.  
T h e s e  le t te rs  c a m e  fro m  a c tiv e  in v e s to rs  in c lu d in g  e m p lo y e e s  o f  th e  D e p a r tm e n t  o f  L a w  (D O L a w ), 
P u b lic  D e fe n d e r  A g e n c y , a n d  th e  A la s k a  C o u r t  S y s te m . In  M a rc h  1993 B S C  a c c e p te d  W P I ’s 
a p p l ic a t io n  fo r  a  s e c u r itie s  e x e m p tio n . W P I w a s  lim ite d  to  2 5  in v e s to rs  a n d  a  to ta l o f  $ 5 0 0 ,0 0 0 . 
L a te r  th e  a g e n c y  fu r th e r  re s tr ic te d  it to  15 in v e s to rs  an d  $ 2 5 0 ,0 0 0 . H o w e v e r , o v e r  th is  t im e  p e r io d  
th e  a c tu a l  n u m b e r  o f  in v e s to rs  w a s  g ro w in g  a n d  th e  to ta l v a lu e  o f  in v e s tm e n ts  w a s  a p p ro x im a te ly  
$ 3 9  m ill io n .

O u r  re v ie w  m a d e  th e  fo llo w in g  c o n c lu s io n s :

1. B S C  ro u t in e ly  re lie s  on  th e  re p re s e n ta tio n s  m ad e  b y  th e  a t to rn e y  o f  th e  p a r tie s  s e e k in g  
a p p ro v a l  o f  a  s e c u r itie s  e x e m p tio n . In  th e  c a se  o f  W P I th is  re lia n c e  w a s  m is p la c e d .

2. B S C  e x a m in e r s  o v e r lo o k e d  c e r ta in  in c o n s is te n c ie s  in d o c u m e n ts  s u b m itte d  to  th e m  d u r in g  th e  
th re e  y e a r s  th a t  W P I w a s  g ra n te d  e x e m p tio n s .

3. M e m b e r s  o f  th e  D e p a r tm e n t  o f  L a w ’s C rim in a l D iv is io n  d id  n o t  a d e q u a te ly  c o m m u n ic a te  w ith  
B S C . In  a d d it io n , c e r ta in  a c tio n s  ta k e n  b y  D O L a w  in te rru p te d  B S C ’s in v e s t ig a t iv e  p ro c e s s .

4 . T h e  W P I  in c id e n t  i l lu s tra te s  a  w e a k n e s s  in  th e  s ta tu to ry  b a la n c e  b e tw e e n  p ro te c t in g  th e  p u b lic  
in v e s to r  a n d  th e  re g u la to ry  b u rd e n  p la c e d  o n  sm a ll  b u s in e s se s .

5 . In  o u r  v ie w , th e  a tto rn e y  g e n e ra l  m a d e  p ru d e n t  d e c is io n s  in  d e f e r r in g  th e  c r im in a l in v e s tig a tio n  
o f  W P I  to  th e  fe d e ra l g o v e rn m e n t a n d  re ta in in g  in d e p e n d e n t  c o u n s e l  to  re v ie w  th e  W P). m a tte r  
fo r  p o te n t ia l  s ta te  c r im in a l, e th ic a l,  a n d  p ro fe s s io n a l  v io la tio n s .

D e p a r t m e n t  o f  L a w
D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t
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J a n u a r y  2 4 ,  2 0 0 0

D e p a r t m e n t  o f  R e v e n u e

For the Fiscal Year Ended .Tune 30 ,1998  (04-1461-99)

Purpose of the Report

T h e  p u rp o s e  o f  th is  re v ie w  w as to  a sse ss  th e  d e p a r tm e n t’s c o m p lia n c e  w ith  f is c a l  r e la te d  la w s  a n d  
re g u la tio n s . A ls o , to  m a k e  an  in itia l a s s e s s m e n t to  d e te rm in e  i f  th e  a g e n c y  is g a th e r in g  th e  d a ta  
n e c e s s a ry  to  re p o r t  b a c k  to  th e  le g is la tu re  r e g a rd in g  th e  m is s io n s  a n d  m e a s u re s  in c lu d e d  in  th e  
F Y  9 9  b u d g e t .

Findings and Conclusions

W e fo u n d  th a t  th e  d e p a r tm e n ta l  f in a n c ia l s ta te m e n ts  a re  fa ir ly  p re se n te d . W e  m a d e  s o m e  g e n e ra l  
“h o u s e k e e p in g ” re c o m m e n d a tio n s  to  th e  d e p a r tm e n t  re g a rd in g  th e  re s o lu tio n  o f  r e v e n u e  s h o r tfa lls  
an d  c o n tro l l in g  a n d  a c c o u n tin g  fo r p ro p e rty .

B o th  ‘h e  A lc o h o l ic  B e v e ra g e  C o n tro l B o a rd  a n d  th e  C h ild  S u p p o r t  E n fo rc e m e n t D iv is io n  h a d  
m is s io n s  a n d  m e a s u re s  o u tlin e d  in  th e  F Y  9 9  b u d g e t.  B o th  d iv is io n s  a re  c o l le c tin g  s o m e , b u t n o t 
a ll d a ta  n e c e s s a ry  to  p ro v id e  o u tc o m e  m e a su re  fo r  th e  a re a s  id e n tif ie d  in  th e  F Y  9 9  b u d g e t .

ALASKA STATE 1.EUL.LATURE
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J a n u a r y  2 4 ,  2 0 0 0

D e p a r t m e n t  o f  E d u c a t i o n

Lower Yukon School District, Selected Issues (05-4579-99)

Purpose of the Report

T h e  p u rp o s e  o f  th e  a u d it  w a s  tw o fo ld : ( I )  w e  e x a m in e d  th e  tra n sa c tio n s  a s s o c ia te d  w ith  th e  
im p le m e n ta t io n  o f  th e  “ F o rm u la  3 ” re a d in g  p ro g ra m ; a n d  (2 ) w e  a n a ly z e d  th e  c o s ts  in v o lv e d  w ith  
th e  te a c h e r  h o u s in g  u n its  p u rc h a s e d  fo r  M o u n ta in  V illa g e  a n d  S c a m m o n  B ay .

Report Conclusions

T h e  L o w e r  Y u k o n  S c h o o l D is tr ic t  c h o se  to  h o ld  tra in in g  c la s se s  fo r  th e  F o rm u la  3 re a d in g  
p ro g ra m  in  S a n  D ie g o , C a lifo rn ia ,  in th e  s u m m e r  o f  1996 , S an  F ra n c is c o , C a lifo rn ia ,  in  th e  
s u m m e r o f  1 9 9 7 , a n d  V ic to r ia  B r it is h  C o lu m b ia  w a s  to  b e  th e  s ite  fo r th e  s u m m e r  1998 tra in in g . 
H o w e v e r, th e  la s t  tra in in g  s e s s io n  w a s  c a n c e lle d  a n d  re s c h e d u le d  to M o u n ta in  V illag e , A la sk a .

W h ile  th e se  c o s ts  w e re  e lig ib le  u n d e r  th e  g ra n ts  a n d  a p p ro v e d  by  th e  D e p a r tm e n t o f  E d u c a t io n ,  w e  
b e lie v e  th e  e c o n o m y  a n d  s u ita b ili ty  o f  th e  c o s ts  a re  q u e s tio n a b le . T h e  d e p a r tm e n t a g re e d  w ith  o u r  
a n a ly s is  a n d  p ro m is e d  to  im p le m e n t p ro c e d u re s  to  a v o id  s u c h  w h o le sa le  o u t-o f - s ta te  t r a in in g  in  th e  
fu tu re .

T h e  sc h o o l b o a rd  h ire d  a n  in d e p e n d e n t  a c c o u n tin g  f irm  to  c o n d u c t an  a u d it s p e c if ic a l ly  a d d re s s in g  
th e  c o s ts  in v o lv e d  in  th e  p ro c u re m e n t an d  c o n s tru c tio n  o f  th e  te a c h e r  h o u s in g  u n its . W e  re v ie w e d  
th e  w o rk  o f  th e  a c c o u n tin g  f irm  a n d  h a v e  in c lu d e d  a  c o p y  o f  its  re p o rt w ith  o u r  re p o r t .  In  
su m m a ry , a  la c k  o f  p la n n in g  a n d  in fo rm e d  o v e r s ig h t  le d  to  e x te n s iv e  c o s t  o v e r ru n s  fo r te a c h e r  
h o u s in g . M o re  s p e c if ic a l ly ,  e x c e s s iv e  c o s ts  w e re  in c u rre d  d u e  to:

1. U n tim e ly  s h ip p in g  re s u lte d  in  s u b s ta n tia lly  h ig h  f r e ig h t  co s ts .

2 . S ite  p re p a ra tio n  w a s  n o t in c lu d e d  in  th e  o r ig in a l  c o s t  e s tim a te .

3 . T h e  o r ig in a l  d e s ig n  e s t im a te s  w e re  re a so n a b le , b u t o v e r ru n s  re su lte d  in  e x c e s s iv e  c o s ts .  B a s e d
o n  th e  o r ig in a l  b u d g e t  th e  c o s t  p e r  sq u a re  fo o t w a s  .$126, w h ic h  is c o n s is te n t w ith  h o u s in g  c o s t
fig u re s  w e  w e re  a b le  to  o b ta in  th ro u g h  th e  U .S . D e p a r tm e n t o f  H o u s in g  a n d  U rb a n  
D e v e lo p m e n t.  H o w e v e r , f in a l c o s ts  w e re  a p p ro x im a te ly  $ 2 4 6  p e r  sq u a re  fo o t.

W e  d id  a  c u r s o ry  v isu a l in sp e c tio n  o f  th e  M o u n ta in  V il la g e  u n it  an d  fo u n d  th a t it d id  n o t a p p e a r  to  
b e  in a p p ro p r ia te ly  la v ish  in  d e s ig n  o r  c o n s tru c tio n .
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J a n u a r y  2 4 ,  2 0 0 0

D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s

Division o f Fam ily and Youth Services Follow-Up (06-4595-99)

Purpose of the Report

T h e  D iv is io n  o f  L e g is la t iv e  A u d i t  h a s  c o n d u c te d  m u ltip le  re v ie w s  o v e r  th e  y e a rs  o f  th e  a g e n c y ’s 
o p e ra t io n s . W e  a re  c u r re n tly  c o n d u c tin g  a n o th e r  re v ie w  o f  th e  a g e n c y , l ik e ly  to  b e  re le a s e d  to  th e  
p u b lic  in  M a rc h  2 0 0 0 . In  th is  r e v ie w  o u r  m a in  o b je c t iv e  w a s  to  e v a lu a te  th e  im p a c t  th a t n e w  lin e  
s o c ia l  w o rk e r  p o s itio n s  h a d  o n  th e  a g e n c y ’s a b il i ty  to  in v e s t ig a te  re p o r ts  o f  h a rm  (R O H ) in v o lv in g  
n e g le c t  a n d  a b u se  o f  c h ild re n .

Findings and Conclusions

T h e  c e n tra l  f in d in g  o f  th is  p a r tic u la r  re v ie w  w a s  d is tu rb in g . D e s p i te  re c e iv in g  fu n d in g  fo r  28  n ew  
f ro n t  l in e  s o c ia l  w o rk e r  p o s i t io n s  fo r  F Y  99 , D F Y S  in v e s t ig a t io n s  d e c lin e d  d u r in g  th e  e a r ly  p a r t  o f  
th e  f isc a l y e a r . W e  re p o r te d  th e  n u m b e r  o f  R O H s  in v e s t ig a te d  by  th e  D iv is io n  o f  F a m ily  a n d  
Y o u th  S e rv ic e s  (D F Y S ) d u r in g  th e  f irs t fo u r  m o n th s  in  F Y  9 9 , d e c re a s e d  b y  4 %  s ta te w id e , 
c o m p a re d  to  th e  sa m e  m o n th s  fo r  th e  p re v io u s  y ea r. In  A n c h o ra g e  s p e c if ic a lly ,  th e  a g e n c y  
r e s p o n d e d  to  11 %  fe w e r  R O H s  th a n  it h a d  d o n e  a  y e a r  e a r lie r .

T w o  Lhings w e re  g o in g  o n  th a t h a d  re s u lte d  in  th is  d ro p  o f f  in  R O H  in v e s t ig a t io n s :

1. L a g  tim e  g e ttin g  n ew  w o rk e rs  tra in e d  an d  in  th e  f ie ld . D F Y S  m a d e  re a s o n a b le  a t te m p ts  to  h ire  
th e  2 8  n e w ly  a u th o r iz e d  p o s i t io n s , b u t m o s t  w e re  n o t f i l le d  u n til S e p te m b e r  o r  O c to b e r  1 998 . 
G e n e ra l ly ,  n ew  so c ia l w o rk e rs  h a v e  a  7 0  to  9 0  d a y  o r ie n ta tio n  b e fo re  th e y  a re  re q u ire d  to  c a r ry  
fu ll c a s e lo a d s . G iv e n  th e  o r ie n ta tio n  p e r io d , a t th e  t im e  w e  c o n d u c te d  o u r  re v ie w , it w a s  to o  
so o n  to  s e e  th e  im p a c t o f  th e s e  n e w  so c ia l w o rk e rs  in  th e  a g e n c y 's  s ta t is t ic s .

2 . In te rn a l m a n a g e m e n t d e c is io n s . D F Y S  m a n a g e m e n t m a d e  tw o  o p e ra t io n a l  d e c is io n s  th a t  a lso  
re s u lte d  in  th e  d e c re a s e  in  th e  n u m b e r  o f  in v e s t ig a te d  R O H s:

•  D F Y S  a d o p te d  p ro c e d u re s  th a t  in c re a s e d  th e  tim e  s p e n t  o n  in d iv id u a l  in v e s t ig a t io n s , th u s  
re d u c in g  th e  n u m b e r  o f  in v e s t ig a t io n s  b e in g  c o n d u c te d ; a n d ,

•  In te rn a l tu rn o v e r  r e la te d  to  p ro m o tio n s  an d  tra n s fe rs  b ro u g h t  o n  b y  th e  in c re a s e  in  s ta f f in g  
le d  to  in e x p e r ie n c e d  s t a f f  c o n d u c tin g  so m e  in v e s t ig a t io n s  w h ic h  c o n tr ib u te d  to  lo n g e r  
in v e s tig a tio n s  a n d  o v e ra l l  in e f f ic ie n c ie s .

G iv e n  th e  t im e  c o n s tra in ts  o f  o u r  fo llo w -u p  re v ie w  w e  d id  n o t e v a lu a te  i f  th e  R O H  in v e s t ig a t io n s  
c o n d u c te d  in  A n c h o ra g e  w e re  q u a li ta t iv e ly  b e t te r  th a n  th o se  d o n e  in th e  p r io r  y ea r. W h ile  c h ild re n  
in  th e  a g g re g a te  m a y  b e  b e t te r  s e rv e d  b y  im p ro v e d  in v e s t ig a t io n s , i t  le f t  c h ild re n  w h o  a re  th e  
s u b je c t  o f  u n in v e s tig a te d  R O H s  a t  risk .

C urrent Status

W e  c u r re n tly  h a v e  an  o n -g o in g  a u d it  w h ic h  a d d re s s e s  th e  ite m s  m e n t io n e d  a b o v e .
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J a n u a r y  2 4 ,  2 0 0 0

D e p a r tm e n t  o f  H e a l th  a n d  S o c ia l S e rv ic e s  

Division of Alcoholism and Drug A buse (06-4570-99)

Purpose of the Report

T h e  p u rp o s e  o f  th e  au d it w a s  to  re v ie w  s e v e ra l  a s p e c ts  o f  th e  S ta te 's  s u b s ta n c e  a b u s e  p re v e n tio n  
a n d  tre a tm e n t  p ro g ram s . A s  th e  le g is la tu re  d is c u s s e s  m iss io n s  a n d  m e a su re s  fo r  a g e n c ie s  -  th is  
re p o r t  h ig h l ig h ts  so m e  is su e s  th a t  m ig h t  b e c o m e  c o m m o n  as a g e n c ie s  d e v e lo p  o u tc o m e  m e a su re s .

Findings and Conclusions

P r io r  to  1997  th e  le g is la tu re  a s k e d  a lc o h o l  a n d  d ru g  a b u se  a d m in is tra to is  to  d e v e lo p  o u tc o m e  
m e a s u re s  fo r th e  a g e n c y ’s p ro g ra m s . T h e  D iv is io n  o f  A lc o h o lis m  an d  D ru g  A b u s e  (A D A ) h a s  
w o rk e d  w ith  th e  A d v iso ry  B o a rd  on  A lc o h o lis m  a n d  D ru g  A b u se , th e  M e n ta l  H e a lth  T ru s t  
A u th o r i ty  a n d  m an y  p ro v id e rs  to  e s ta b l is h  o u tc o m e  b ase d  p e r fo rm a n c e  m e a su re s . T h e  re s u lts  o f  
th is  w o rk  w e re  in c o rp o ra te d  in to  th e  F Y  9 8 /9 9  p ro g ra m . H o w e v e r , b e c a u s e  h is to r ic a l  p ro g ra m  
re su lts  a n d  o u tc o m e  m e a su re s  a re  u n a v a ila b le  so  fa r, th e  a b ility  to  a s se ss  im p a c t  o f  a g e n c y  
p ro g ra m s  o n  th e  in c id e n c e  o f  s u b s ta n c e  a b u s e  is  l im ite d .

M in im u m  o u tc o m e s  a re  in itia lly  a d d re s s e d  in  th e  F Y  98  an d  F Y  9 9  p ro g ra m  y e a rs . W h ile  it is  to o  
e a r ly  to  e v a lu a te  th e se  o u tc o m e s  in  o u r  re v ie w  w e  c r it ic iz e d  th e  a g e n c y  fo r n o t m o n i to r in g  th e  
in fo rm a tio n  b e in g  su b m itte d  b y  p r iv a te  n o n -p ro f i t  o rg a n iz a tio n s  w h o  a re  th e  p r im a ry  s e rv ic e  
p ro v id e r s  fo r  th e  S ta te .

S p e c if ic a l ly , w e  d isc u s s  the  fo l lo w in g  is s u e s  in  th e  re p o rt:

1. T h e  m in im u m  o u tc o m e s  e s ta b l is h e d  in  th e  A D A ’s re q u e s t fo r p ro p o s a ls  (R F P )  w e re  n o t 
a lw a y s  a d d re s s e d  in  th e  p ro v id e r ’s re s p o n se s .

2 . S o m e  p ro v id e r s ’ re sp o n se s  in c lu d e d  a l te rn a t iv e  o u tc o m e  re q u ire m e n ts  to  th o se  s e t  o u t  in th e  
a g e n c y ’s R F P .

3 . W h e n  p ro v id e rs  d id  re p o r t  o u tc o m e  m e a s u re s ,  th e  in fo rm a tio n  w a s  ty p ic a l ly  e i th e r  in c o m p le te  
o r, a s  s ta te  p re v io u s ly , fo r  d if fe re n t  m e a s u re s  th an  th o se  re q u ire d .

M o re  s ig n if ic a n tly , is  th a t in  m a n y  in s ta n c e s  th e  S ta te ’s a lc o h o l an d  d ru g  a b u s e  a g e n c y  w as  
u n a w a re  o f  th e s e  re p o r tin g  in c o n s is te n c ie s .  A D A  h a d  n o t in s titu te d  a  fo rm a l p ro c e s s  to  re v ie w  o r  
fo llo w -u p  on  re p o r t in g  by  lo ca l n o n -p ro f i t  s e rv ic e  p ro v id e rs .

A c c o rd in g ly , s o m e  o f  th e  r e c o m m e n d a tio n s  w e  m a d e  to  th e  a g e n c y  a re  as fo llo w s :

1. A m e n d in g  s ta te  re g u la tio n s  so  a c c re d ita tio n  s ta n d a rd s  c a n  be  u p d a te d .
2 . F o llo w -u p  o n  the  o u tc o m e  m e a s u re s  b e in g  r e p o r te d  b y  p ro v id e rs .
3 . R e v ie w  fu n d in g  p r io r it ie s  fo r  th e  d e v e lo p m e n t  a n d  a p p ro v a l o f  a lc o h o l in fo rm a tio n  s c h o o ls  an d  

th e  n e w  c o m m u n ity  ac tio n  g ra n ts .
4 . B e t te r  c o o rd in a tio n  w ith  th e  D e p a r tm e n t  o f  C o rre c t io n s  to  o b ta in  o u tc o m e  m e a s u re s  fo r  in m a te  

su b s ta n c e  a b u se  c o u n s e lin g  - p a r t ic u la r ly  fo r  in m a te s  in  th e  A riz o n a  p r is o n  sy s te m .
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Em ploym ent Security Division (ESP) Reorganization and Consolidation o f Agency  
Operations (07-4571-99)

Purpose of the Report

T h e  p u rp o s e  o f  Lhe a u d i t  w a s  to  d e te rm in e  i f  a c tu a l sa v in g s  w e re  re a l iz e d  f ro m  th e  
r e o rg a n iz a tio n  o f  E S D  a n d  a s se ss  th e  im p a c t  o f  th e  u se  o f  th ree  c e n tra liz e d  “ c a l l  c e n te r s ” o n  
o p e ra t io n a l  p e r fo rm a n c e  in  a d d itio n  to  th e  s e rv ic e  p ro v id e d  to  U n e m p lo y m e n t In s u ra n c e  (U I)  
c la im a n ts .

Findings and Conclusions

W h ile  Lhe d iv i s io n ’s b u d g e t  d e c lin e d  b y  $ 3 .6  m illio n  b e tw e e n  F Y  9 6  a n d  F Y  9 8 , a c tu a l  
e x p e n d itu re s  re m a in e d  re la tiv e ly  s ta b le . T h e  re d u c tio n s  re a liz e d  in  p e rso n a l s e rv ic e s  c a te g o ry  
w e re  in  th e  b e n e f i ts  c a te g o ry .

In  te rm s  o f  o p e ra t io n s ,  th e  U .S . D e p a r tm e n t  o f  L a b o r  u se s  tim e ly  firs t t im e  p a y m e n ts  a s  its 
p r im a ry  m e a s u re  o f  s e rv ic e . In  F Y  9 7  th e  S ta te  p a id  9 0 %  o f  its f irs t t im e  c la im s  in  a  t im e ly  
m a n n e r ;  th is  is  an  im p ro v e m e n t o v e r  th e  7 9 %  re p o r te d  in  F Y  95.

T h e  d e p a r tm e n t  c o n d u c te d  c u s to m e r  s a t is fa c t io n  su rv e y s , in  N o v e m b e r  1997 a n d  A p r i l  1998 . 
In  th e  f i r s t  s u rv e y , c u s to m e rs  th a t w e re  e i th e r  e q u a lly  o r  m o re  sa tis f ie d  w e re  j u s t  o v e r  8 5 % , 
a n d  in  th e  A p r i l  1 9 9 8  su rv e y  in c re a s e d  to  9 2 % .

J a n u a r y  2 4 ,  2 0 0 0

D e p a k  u n e n t  o f  L a b o r
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Division o f Banking, Securities, and Corporations Alaska Native Corporation Issues 
(08-4572-99)

Purpose of the Report

W e  re v ie w e d  s e v e ra l  a s p e c ts  o f  h o w  th e  D iv is io n  o f  B a n k in g , S e c u r it ie s ,  a n d  C o rp o ra tio n s  
(B S C ) p ro v id e d  re g u la to ry  o v e rs ig h t ,  s p e c if ic a lly  w h e n  it c a m e  to  r e v ie w in g  c o rp o ra te  p ro x y  
filin g s . O u r  re v ie w  w a s  d e v e lo p e d  fro m  an  a u d it  re q u e s t  w h ic h  w a s  v e ry  b ro a d  in  s c o p e . W e  
w ere  l im ite d  to  re v ie w in g  th e  fu n c tio n s  an d  a c tiv it ie s  o f  s ta te  a g e n c ie s .  W h ile  w e  d is c u s s e d  
th e  o p e ra tio n s  o f  B S C  w ith  re p re s e n ta tiv e s  o f  v a r io u s  N a tiv e  c o rp o ra t io n s  w e  d id  n o t 
c o n d u c t a n y  a u d i t  w o rk  a t  th e  c o rp o ra tio n s .

Findings and Conclusions

O u r  e v a lu a tio n  w a s  d o n e  in  th e  c o n te x t  o f  c e r ta in  le g is la t iv e  in te n t d e v e lo p e d  b y  th e  fe d e ra l 
g o v e rn m e n t re g a rd in g  o v e r s ig h t  o f  N a tiv e  c o rp o ra tio n s . W h e n  c o n g re s s  e n a c te d  th e  A la s k a  
N a tiv e  C la im  S e tt le m e n t A c t it e x e m p te d  th e  c o rp o ra t io n s  f ro m  fe d e ra l  s e c u r i t ie s  la w s . 
W h e n  d e c id in g  to  e x e m p t  th e s e  c o rp o ra tio n s  fro m  th e  S e c u r it ie s  E x c h a n g e  C o m m is s io n  
(S E C ) re g u la tio n s , c o n g re s s io n a l  re c o rd s  in d ic a te  a  c o n c e rn  r e g a rd in g  th e  im p o r ta n c e  o f  
a c c u ra te  an d  o b je c t iv e  c o m m u n ic a t io n  b e tw e e n  c o rp o ra te  m a n a g e m e n t  a n d  s h a re h o ld e rs .  
O th e r  th a n  d is c lo s u re s ,  w h ic h  a re  to  b e  s u b s ta n tia lly  e q u iv a le n t  to  S E C  re p o r t in g , c o n g re s s  
le ft th e  ta sk  o f  e n s u r in g  th a t  m a n a g e m e n t’s c o m m u n ic a tio n s  to  s h a re h o ld e rs  r e g a rd in g  
c o rp o ra te  a f fa ir s  an d  re la te d  b u s in e s s  a c tiv itie s  w e re  w ith o u t  b ia s  to  th e  S ta te  o f  A la s k a . 
G iv en  th is  b a c k g ro u n d , w e  w e re  p re d is p o s e d  to  h o ld  B S C  to  a  fa ir ly  h ig h  s ta n d a rd  o f  d u ty .

A la sk a  s ta tu te s  a d d re s s  N a tiv e  c o rp o ra t io n s  w ith  a  m in im u m  a s s e t  v a lu e  o f  $1  m ill io n  a n d  
5 0 0  s h a re h o ld e rs .  T h e  S ta te  o f  A la sk a , th ro u g h  B S C  h a s  th e  re s p o n s ib i l i ty  o v e r  p ro x y  
so lic ita tio n  re g u la t io n s . A n y  o th e r  v io la tio n s  o f  c o rp o ra te  b y - la w s , s h a re h o ld e rs  r ig h ts ,  o r  
c o rp o ra te  s ta tu te s  fa ll o u ts id e  B S C ’s e n fo rc e m e n t u m b re l la  a n d  s h a re h o ld e rs  m u s t p u rs u e  
c iv il  re d re s s  th ro u g h  th e  c o u r ts .

In  th is  re p o r t  w e  m a k e  a  s e r ie s  o f  re c o m m e n d a tio n s  a n d  o b s e rv a t io n s ,  p r im a r i ly  to  th e  
D e p a r tm e n t o f  C o m m e rc e  a n d  E c o n o m ic  D e v e lo p m e n t,  s p e c if ic a l ly  fo r  B S C  to :

•  B e c o m e  m o re  p ro a c t iv e  in  e n s u r in g  p ro x y  f il in g s  a re  c o m p le te .
•  P u rsu e  re g u la to ry  c h a n g e s  th a t  w o u ld  p ro v id e  fo r  m o re  u n ifo rm  a n d  d e ta i le d  d is c lo s u re s  

re g a rd in g  c o rp o ra te  o f f ic e r  a n d  d ire c to r  re m u n e ra tio n .
•  B S C  s h o u ld  re v ie w  p ro x y  m a te r ia ls  p r io r  to  s u b m is s io n  to  s h a re h o ld e rs .  I f  c o m p la in ts  a re  

m ad e , B S C  sh o u ld  m a k e  a  m o re  in d e p e n d e n t re v ie w  o f  v e r ify in g  th e  p ro x y  m a te r ia ls  in  
q u e s tio n .

J a n u a r y  2 4 ,  2 0 0 0

D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t
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J a n u a r y  2 4 ,  2 0 0 0

Purpose of the Report

T h e  p u rp o s e  o f  th is  re v ie w  w a s  to  e v a lu a te  th e  A la s k a  a n d  S c ie n c e  a n d  T e c h n o lo g y  F o u n d a tio n ’s 
(A S T F ) g ra n t se le c tio n  a n d  m o n ito r in g  p ro c e ss . In  ad d itio n , w e  r e v ie w e d  A S T F ’s c o n tr a c t  w ith  a 
p u b lic  re la tio n s  f irm  a n d  th e  p ro c e s s  it  fo llo w s  in d e te rm in in g  th e  d is p o s i t io n  o f  a s s e ts  p u rc h a se d  
w ith  g ra n t fu n d s .

Findings and Conclusions

W e c o n c lu d e d  th e  fo llo w in g :

•  S ta tu to ry  c h a n g e s  s in c e  1995  h a v e  a llo w e d  th e  fo u n d a tio n  e x t r a o rd in a r i ly  b ro a d  a u th o r ity  to  
fu n d  a  w id e  v a r ie ty  o f  g ra n ts .  O v e ra ll ,  A S T F ’s g ra n t p ro c e d u re s  a r e  g e n e ra l ly  c o n s is te n t  w ith  
th a t b ro a d  a u th o rity . T h e  B o a rd  o f  D ire c to rs  is c o m m itte d  to  fu n d in g  th o s e  p ro je c ts  th a t h a v e  
p o te n tia l to  g e n e ra te  b e n e f ic ia l  re s u lts  fo r  A la sk a n s .

•  W e  do  h a v e  so m e  c o n c e rn s  a b o u t  th e  fo u n d a tio n s  m o n ito r in g  o f  o n g o in g  g ra n ts  a n d  its  la ck  o f  
e n fo rc e m e n t o f  p o s t-g ra n t  re p o r t in g  re q u ire m e n ts

In  re g a rd  to  th e  g ra n t to  A la s k a  P o w e r  S y s te m s  o r  its  w h o lly -o w n e d  l im ite d  l ia b ili ty  c o m p a n y  
D is tr ib u te d  S y s te m s  L L C , w e  d e te rm in e d :

•  T h e  fo u n d a tio n  d id  ta k e  p u b l ic  te s t im o n y  p r io r  to  a w a rd in g  th e  g ra n t.
•  T h e re  w e re  u n re s o lv e d  q u e s t io n s  o n  e x is tin g  A S T F  g ra n ts .
•  P r io r  to  a w a rd in g  th e  g ra n t  th e  b o a rd  w a s  a w a re  o f  m a n y  o b s ta c le s  to  a c h ie v in g  s u c c e s s  on  th is  

p ro jec t.
•  M an y  o f  th e  b e n c h m a rk s  c o n ta in e d  in  th e  o r ig in a l g ra n t a g re e m e n t  h a v e  n o t  b ee n  m et, b u t 

fu n d in g  o f  th e  g ra n t c o n tin u e d  u n ti l  M ay  1998.
•  In re c o g n itio n  o f  th e  a d d it io n a l  r is k  b e in g  a ssu m e d  b y  A S T F , th e  g ra n t  re p a y m e n t  p ro v is io n s  

w e re  e n h a n c e d .

In  re g a rd  to  th e  c o n tra c t  w ith  th e  p u b lic  re la tio n s  firm , w h ile  s o m e  s e rv ic e s  w e re  an  a p p ro p r ia te  
u se  o f  p u b lic  fu n d s , o th e r  a c tiv i t ie s  c o u ld  b e  c o n s tru e d  as in te n d in g  to  d ire c t ly  o r  in d ire c tly  
in f lu e n c e  le g is la tiv e  d e c is io n s  o n  fu n d in g . T h is  is an  in a p p ro p r ia te  u se  o f  s ta te  fu n d s .

F in a lly , in re g a rd s  to  d is p o s it io n  o f  a s s e ts  a c q u ire d  w ith  g ra n t fu n d s , w e  fo u n d  th e  fo u n d a tio n s ’ 
m e th o d o lo g y  to  b e  re a s o n a b le .  G ra n te e s  u su a lly  re q u e s t th a t t i t le  to  e q u ip m e n t  p u rc h a s e d  w ith  
g ra n t fu n d s  b e  s ig n e d  o v e r  to  th e  g ra n te e  a t th e  c o m p le tio n  o f  th e  p ro je c t .  In  th e  c a s e  o f  g ra n te e s  
w ith  su c c e s s fu l p ro je c ts , th is  re q u e s t  is a lm o s t a lw a y s  g ra n te d .

Current Status

O u r c o n c e rn s  o v e r  s m a l l -g ra n t  p e e r  re v ie w s  a n d  th e  la c k  o f  p u rs u i t  o f  r e p a y m e n ts  fro m  g ra n te e s  
a re  a d d re s se d  in  H B 1 17 a n d  S B  164. B o th  b ills  a re  c u r re n tly  b e fo re  th e  le g is la tu re .

D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t

A l a s k a  S c i e n c e  a n d  T e c h n o l o g y  F o u n d a t i o n  ( 0 8 - 4 5 8 9 - 9 9 )
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J a n u a r y  2 4 ,  2 0 0 0

D e p a r t m e n t  N a tu r a l  R e s o u rc e s  

M atanuska M aid Dairy (10-4545-98)

Purpose of the Report

W e  e v a lu a te d  th e  fo llo w in g  a s p e c ts  re la te d  to  th e  o p e ra tio n s  o f  th e  M a ta n u s k a  M a id  D a iry  (M a t 
M a id ): (1 )  its  c u r re n t  o p e ra tio n a l a n d  f in a n c ia l  v ia b ility ; (2 )  its  c o rp o ra te  o p e ra t in g  p ra c tic e s ;  (3 ) 
its fu tu re  ro le  a s  s ta te -o w n e d  a s se t;  an d , (4 ) its  fu tu re  ro le  in  th e  d e v e lo p m e n t  o f  A la s k a  
a g r ic u ltu re .

Findings and Conclusions

T h e  p r im a ry  re c o m m e n d a tio n s  s e t  o u t in  th e  re p o r t  w e re :

•  D e v e lo p m e n t  o f  a  s tra te g ic  p la n  fo r  M a t M a id ’s fu tu re .
•  R e te n tio n  o f  a  sp e c ia liz e d  b ro k e r  to  a g g re s s iv e ly  p u rs u e  p u rc h a s e  o f f e r s  f ro m  m a jo r  d a iry  

c o rp o ra t io n s .
•  In d iv id u a l  s a le s  o f  M a t M a id ’s c o m p o n e n t  p a r ts  i f  n o  p u rc h a s e rs  c a u  b e  fo u n d  fo r  th e  in ta c t  

b u s in e s s .

C urrent Status

T h e  D iv is io n  o f  A g r ic u ltu re  (D O A g ) c o n tin u e s  to  a d v o c a te  fo r  an  in c re a s e  in  A la s k a ’s d a iry  h e rd s . 
F o llo w in g  re s o lu t io n  o f  m e n ta l  h e a lth  la n d  is su es , re p o s se s s e d  P o in t  M a c K e n z ie  p a rc e ls  a re  n o w  
b e in g  t r a n s f e r r e d  to  th e  p u b lic  fo r  a g r ic u ltu ra l  u se . D O A g  h o p e s  th a t  s o m e  o f  th e s e  p a rc e ls  w ill b e  
u se d  fo r  in c re a s e d  d a iry  p ro d u c tio n .

D O A g  a c k n o w le d g e s  th a t  M a t M a id  c a n  p u rc h a se  ra w  m ilk  fro m  th e  L o w e r  4 8  fo r  s ig n if ic a n tly  
le ss  th a n  d ie  p r ic e  th a t M a t M a id  m u s t  p a y  A la s k a  fa rm e rs . A d d i t io n a l ly ,  A la s k a  m ilk  w o u ld  
e l im in a te  M a t  M a id ’s p ro f its . D O A g  s t i ll  d o e s  n o t h a v e  an  a n s w e r  fo r  th is  d i le m m a , th o u g h  th e  
a g e n c y  s u g g e s ts  th e  p o s s ib il i t ie s  o f  fe d e ra l  e m e rg e n c y  s u b s id ie s  a n d  lo w e r  p r ic e s  f o r  n e w  A la sk a  
e n tra n ts  m a y  b e  a  p o s s ib il i ty . D O A g  a ls o  su p p o r ts  d iv e rs if ic a tio n  o f  M a t  M a id  in to  n o n d a iry  fo o d  
p ro d u c ts .

D O A g  c o n s id e r s  M a t  M a id  to  b e  e s s e n tia l  in f ra s tru c tu re  fo r  th e  S ta te ’s c o m m itm e n t  to  a g r ic u ltu re . 
T h e  a g e n c y  e n v is io n s  th a t M a t M a id  w il l  c o n tin u e  as a  s ta te  asse t.

S in c e  D O A g  d o e s  n o t  h a v e  a  s p e c if ic  p la n  to  se ll M a t M a id  in  th e  fo r e s e e a b le  fu tu re , n o  e f fo r t  h a s  
b e e n  m a d e  to  re ta in  a  d a iry  b ro k e r . N e v e r th e le s s ,  f ro m  t im e - to - tim e , v a r io u s  p a r tie s  h a v e  c o n ta c te d  
D O A g  a n d  in q u ire d  a b o u t th e  p o s s ib il i ty  o f  p u rc h a s in g  th e  fa c ility . D O A g  s tro n g ly  d is c o u ra g e s  
th o se  in q u ir in g  b y  s ta tin g  th a t a n y  s a le  o f  M a t M a id  w ill be  c o n d i t io n e d  u p o n  th e  p u rc h a s e r ’s 
c o m m itm e n t  to  c o n tin u e  th e  f a c i l i ty ’s o p e ra t io n  a n d  p u rc h a s e  all a v a i la b le  A la s k a n  m ilk .
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J a n u a r y  2 4 ,  2 0 0 0

D e p a r tm e n t  o f  F is h  a n d  G a m e  

Use o f Sport Fish Revenues (11-4585-99)

Purpose of the Report

T h e  c e n tr a l  is s u e  o f  th is  au d it w as to  re v ie w  a n d  e v a lu a te  h o w  th e  D e p a r tm e n t  o f  F ish  an d  
G a m e  (D F G )  u se s  d e s ig n a te d  sp o r t  fish  re v e n u e s . M o re  s p e c if ic a l ly  w e  c o n s id e re d  th e  n a tu re  
o f  th e  p ro je c ts  th a t  a re  fu n d e d  w ith  sp o r t  f ish  r e v e n u e s  an d  th e  d e g re e  th a t  m a n y  o f  th e  
p ro je c ts  s e e m  to  s u b s ta n tia lly  b e n e fit c o m m e rc ia l  f is h in g  in te re s ts .

Findings and Conclusions

In a d d it io n  to  th e  D iv is io n  o f  S p o rt F ish , o th e r  D F G  a g e n c ie s  th a t  m a k e  u s e  o f  s p o r t  fish  
re v e n u e s  a re :

•  D iv is io n  o f  A d m in is tra tiv e  S e rv ic e s  - p r im a r i ly  fo r  ru n n in g  th e  l ic e n s in g  p ro g ra m .
•  D iv is io n  o f  H a b ita t  a n d  R e s to ra tio n  - f ish e ry  h a b i ta t  p ro te c t io n .
•  C o m m e rc ia l  F is h e r ie s  - p rim arily  fo r  sa lm o n  m a n a g e m e n t  a n d  a s s e s s m e n t p ro je c ts .
•  W ild l if e  C o n s e rv a tio n  - sh a re d  o ff ic e  sp a c e .
•  D iv is io n  o f  S u b s is te n c e  - p ro te c tio n  o f  s u b s is te n c e  f is h e r ie s  .

O v e ra ll  w e  fo u n d  d e v e lo p m e n t p ro je c ts  th a t w e re  fu n d e d  b y  s p o r t  fish  re v e n u e s  d id  p ro v id e  
a t le a s t  s o m e , i f  n o t e x te n s iv e  b e n e f it  to  th e  re c re a t io n a l  a n g le r . D F G  c a n n o t  m e a s u re  th e  
b e n e fits  to  s p o r t  f ish e rs  in  q u a n tita tiv e  te rm s.

P ro je c ts  p ro m o tin g  th e  a v a ila b il i ty  o f  sp e c ie s  s u c h  a s  s a lm o n , th a t  b e n e f i t  m u ltip le  f is h e r ie s  - 
sp o rt, c o m m e rc ia l ,  p e rso n a l u se  - it is c u r re n tly  im p o s s ib le  to  d e te rm in e  th e  e x te n t  o f  b e n e f i t  
re c e iv e d  b y  e a c h  c o m p e tin g  fish ery .

T h e  re a s o n  it is n o t  p o s s ib le  to  g a u g e  th e  r e s p e c t iv e  b e n e f i ts  is  b e c a u s e , th e  m e a s u re m e n t 
to o ls  u se d  b y  D F G  fo r  sp o rt f ish  - a n g le r  d a y s  -  a re  n o t  c o m p a ra b le  to  th o s e  u s e d  fo r  th e  
c o m m e rc ia l  f is h e ry  - n u m b e r a n d  w e ig h t o f  fish .

In  th e  re p o r t  w e  re c o m m e n d e d  D F G  d e v e lo p  a  b e n e f i t  m e a s u re m e n t  a p p ro a c h  w ith  g re a te r  
c o m m o n a li ty  in  o rd e r  to  b e tte r  id e n tify  an d  s e g re g a te  w h ic h  u s e r  g ro u p s  a re  b e n e f i t in g  f ro m  
a  g iv e n  p ro je c t ,  a n d  in th e  ca se  o f  sp o rt f ish e rs , th e  s o u rc e  o f  th e  re v e n u e s  b e in g  u s e d  to  fu n d  
th e  p ro je c ts .
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Division o f Facility Construction and Operation Village Safe W ater Program (VSW) 
(18-4581-99)

Purpose of the Report

T h e re  h a v e  b e e n  s u b s ta n tia l  a p p ro p r ia tio n s  a t b o th  th e  s ta te  an d  fe d e ra l lev e ls  ai ’ s s in g  th e  
p ro v is io n  o f  a d e q u a te  w a te r  a n d  s e w e r  fa c ilit ie s  in  ru ra l  A la sk a . In  th is  au d it w e  ' d o p e d  a  
h is to r ic a l re c a p  o f  T ate  an d  fe d e ra l  a p p ro p r ia tio n s  o v e r  th e  la s t  ten  y e a rs  a n d  attem pted. id e n tify  
an d  q u a n tify  th e  re la te d  b e n e f its  a s s o c ia te d  w ith  th e s e  p ro je c ts .

Findings and C onclusions

T h e  re p o r t  in c lu d e d  th e  fo llo w in g  in fo rm a tio n  a n d  c o n c lu s io n s :

•  F ro m  1 9 8 8  to  1 9 9 8  s ta te  an d  fe d e ra l c a p ita l a p p ro p r ia t io n s  to ta l a lm o s t  $ 1)62 m illio n . D u rin g  
th e  s a m e  l im e  p e n o d  th e  S ta te  m a d e  a p p ro p r ia tio n s  o f  o v e r  $ 3 7  m ill io n  fo r o p e ra tin g  c o s ta  o f  
V S W  p ro je c ts  a n d  o th e r  s u p p o r t  se rv ic e s  s u c h  a s  th e  re m o te  m a in te n a n c e  w o rk e rs  an d  ru ra l  
u tili ty  b u s in e s s  a d v is o r  p ro g ra m .

•  A s  o f  S e p te m b e r  1 9 9 7  7 0 %  o f  h o u s in g  u n its  in  A la s k a ’s 2 7 2  ru ra l c o m m u n itie s  h a v e  a d e q u a te  
w a te r  a n d  s e w e r  fa c ilit ie s .

• Benefits o f rural water and sewer projects include:
•  Im p ro v e m e n t  to  p u b lic  h e a lth
•  E c o n o m ic  d e v e lo p m e n t
• Economic growth
•  Im p ro v e m e n t to  q u a li ty  o f  life

T h e s e  b e n e f its  a re  b a s e d  on  p ro fe s s io n a l o p in io n s  - p r im a r i ly  fro m  th e  m e d ic a l c o m m u n ity  an d  
an e c d o ta l.

T h e  re p o r t  m a d e  tw o  re c o m m e n d a tio n s  to  D E C , w h ic h  a re  c o n s is te n t  w ith  re c e n t le g is la t iv e  e f fo r ts
to p ro m o te  “ m is s io n s  an d  m e a s u re s ” o n  th e  p a r t o f  s ta te  a g e n c ie s .  T h e  re c o m m e n d a tio n s  w e re :

1. D E C  ta k e  a  le a d e rs h ip  ro le  in  d e v e lo p in g  d o c u m e n te d  a n d  q u a n tif ia b le  b e n e fits  g a in e d  fro m  
c o n s tru c tio n  o f  th e s e  p ro je c ts .

2. D E C  s h o u ld  c re a te  a  s ta te w id e  in v e n to ry  o f  a ll v i l la g e  s a n ita tio n  sy s te m s  fo r  p la n n in g  an d  
a c c o u n ta b il i ty  p u rp o se s .

J a n u a r y  2 4 ,  2 0 0 0

D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n
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J a n u a r y  2 4 ,  2 0 0 0

D e p a r tm e n t  o f  C o r r e c t io n s  

Point M acK enzie Rehabilitation Project (20-4582-99)

Purpose of the Report

T h is  a u d it  w a s  c o n d u c te d  to  a d d re s s  a lle g a tio n s  o f  im p ro p e r  u se  o f  s ta te  a s s e ts  an d  in m a te  
la b o r . W e  a lso  re v ie w e d  th e  p r o je c t ’s m iss io n  in  te rm s  o f  o f f e n d e r  t ra in in g , d ru g  c o u n s e lin g  
p ro g ra m s , fa rm  p ro d u c tio n , a n d  s ta te -o w n e d  p ro p e r ty  re h a b i l i ta t io n ,  a s  w e ll  a s  th e  c o n tro ls  
o v e r  p ro p e r ty  a n d  re so u rc e s .

Findings and Conclusions

T h e  D e p a r tm e n t  o f  C o r re c t io n s  (D O C ) h ad  a lre a d y  c o n d u c te d  an  in v e s t ig a t io n  in to  th e  
a lle g e d  m isc o n d u c t. W e  re v ie w e d  th e  w o rk  by  D O C  a n d  fo u n d  it to  b e  s u f f ic ie n t ly  
c o m p re h e n s iv e . W e n o te d  th a t b e t te r  s u p e rv is io n  o f  th e  p ro je c t  b y  th e  d e p u ty  d ire c to r  o f  th e  
D iv is io n  o f  C o m m u n ity  C o r re c t io n s  w o u ld  h a v e  re s u lte d  in  e a r l ie r  id e n tif ic a t io n  an d  
re s o lu t io n  o f  th e s e  c o n c e rn s .

W e  fo u n d  th a t  th e  m is s io n  o f  P o in t  M a c K e n z ie  is s till  e v o lv in g . W h e n  i t  s ta r te d  as P ro je c t 
H o p e , it  w a s  to  b e  a  w o rk  c a m p  a im e d  a t y o u th s  c o n v ic te d  o f  a lc o h o l  a n d  d ru g - re la te d  
c i im e s . In  1 9 9 3 , w ith  a d u lt  in m a te s ,  o n e  p r im a ry  g o a l w a s  to  “ re s to r e  a n d  p r e s e rv e ” th e  P o in t 
M a c K e n z ie  fa rm s , w h ic h  h a d  b e e n  re p o s se s s e d  b y  th e  A g r ic u ltu ra l  R e v o lv in g  L o a n  F u n d .

T h e  c o u n s e lin g , tra in in g , a n d  w o rk  p ro g ra m s  h a v e  c h a n g e d  to  re f le c t  th e  p r o je c t ’s m iss io n . 
C u rre n tly , its  o ff ic ia l  m is s io n  is to:

1. D e v e lo p  a  fu ll s p e c tru m  o f  w o rk  p ro g ra m s  th a t w ill  a s s is t  o f f e n d e r s  in  f in d in g  fu tu re  
e m p lo y m e n t.

2 . C re a te  w o rk in g  c o n d it io n s  l ik e  th o s e  in th e  p r iv a te  s e c to r  to  e n s u re  th a t  o f f e n d e rs  w o rk  
p ro d u c tiv e ly , e a rn  m o n e y , a n d  d e v e lo p  g o o d  w o rk  h a b its .

3. P ro v id e  re s p o n s ib le  a n d  p ro d u c tiv e  s te w a rd s h ip  o f  la n d  a n d  fa c i l it ie s  o w n e d  b y  th e  S ta te .
4 . F u rn is h  fa rm  p ro d u c ts  to  b e  u s e d  to  feed  D O C  in m a te s .

W e  fo u n d  in v e n to ry  c o n tro ls  n e e d  to  b e  im p ro v e d . A  c o m p le te  in v e n to ry  o f  p ro p e r ty  an d  
e q u ip m e n t is  n e c e s s a ry . It is  a lso  a  ta sk  th a t  c o u ld  p ro v id e  s o m e  g o o d  w o rk  e x p e r ie n c e  fo r  
o ffe n d e rs .
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D e p a r t m e n t  o f  C o r r e c t io n s  

Internal controls over the Offender Financial Accounting (HOFA) System  (20-4597-99)

J a n u a r y  2 4 ,  2 0 C 0

Purpose of the Report

In  a  p r io r  19 9 6  a u d it  w e  m ad e  r e c o m m e n d a tio n s  to  th e  d e p a r tm e n t to  im p ro v e  th e  in te rn a l  c o n tro ls  
o v e r  th e  H O F A  sy s te m . S in c e  th a t t im e  th e re  h a s  b e e n  an  in d iv id u a l c o n v ic te d  o f  e m b e z z le m e n t  o f  
H O F A  fu n d s . W e  w e re  a sk e d  to  re tu rn  to  th e  D e p a r tm e n t  o f  C o rre c t io n s  (D O C ) to  a g a in  re v ie w  
th e  in te rn a l  c o n tro ls  o v e r  th e  H O F A  a c c o u n ts . O u r  re v ie w  w a s  c o n d u c te d  a t  v a r io u s  c o r re c tio n a l  
fa c il it ie s  s p e c if ic a l ly  fo c u s in g  o n  c a s h  a n d  n e g o tia b le  in s tru m e n ts .

Findings and Conclusions

W e  fo u n d  th e  in te rn a l c o n tro l sy s te m  re m a in s  v e ry  w e ak .

F u n d a m e n ta l  im p ro v e m e n ts  w e re  n e e d e d  in:

•  E n s u r in g  re c o rd  k e e p in g  d a ta  e n try  is a c c u ra te .
•  B a s ic  c a s h  h a n d lin g  p ro c e d u re s  im p ro v e d

•  C r it ic a l  c o n tro ls ,  su ch  as s e g re g a tio n  o f  d u tie s , l im it in g  a c c e ss , a n d  r e g u la r  r e c o n c il ia t io n s .

•  P h y s ic a l  c o n tro ls  o v e r  a sse ts .

T h e  re p o r t  in c lu d e s  e ig h t re c o m m e n d a tio n s  to  th e  D e p a r tm e n t o f  C o rre c t io n s . B y  d e s ig n , w e  lis te d  
a n d  d is c u s s e d  e a c h  co n tro l d e f ic ie n c y  a t D O C  w ith  a  g re a t  d ea l o f  s p e c if ic i ty .  T h is  w a s  d o n e  to  
g iv e  D O C  s p e c if ic  d ire c tio n  re g a rd in g  th e  p ro b le m s  th a t  h a v e  b e e n  id e n tif ie d .

Current Status

T h c ^ d e p a rtm e n t re sp o n d e d  to  o u r  a u d it  in  a  v e ry  p o s i t iv e  an d  p ro a c t iv e  m a n n e r . A t a  m e e t in g  w ith  
a ll f a c il ity  su p e r in te n d e n ts  p re s e n t,  d e p a r tm e n ta l  a d m in is tra to rs  d e v e lo p e d  a  u n ifo rm  s e t  o f  
p ro c e d u re s  fo r  h a n d lin g  cash  a n d  n e g o tia b le  in s tru m e n ts  b e lo n g in g  to  o ffe n d e rs .  T h e  p ro c e d u re s  
a d d re s s e d  th e  w e a k n e s s e s  se t o u t  in  o u r  au d it.
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J a n u a r y  2 4 ,  2 0 0 0

Purpose of the Report

T h e  p r im a ry  p u rp o s e  o f  th is  re v ie w  w a s  to  e v a lu a te  th e  fo rm e r d e p a r tm e n t’s c o m p lia n c e  w ith  
f is c a l- re la te d  la v /s  a n d  re g u la tio n s . M o s t o f  o u r  c o n c e rn s  in v o lv e d  th e  o p e ra tio n s  a n d  fu n c tio n in g  
o f  th e  D iv is io n  o f  E n e rg y  (D O E ), w h ic h  is n o w  u n d e r  th e  p u rv ie w  o f  th e  D e p a r tm e n t  o f  
C o m m u n ity  a n d  E c o n o m ic  D e v e lo p m e n t.

Findings and Conclusions

D O E  a d m in is te r s  “ g ra n ts ” to  c o m m u n itie s  fo r  th e  c o n s tru c tio n  o f  e lec tric  il g e n e ra t io n  a n d  
t ra n s m is s io n  s y s te m s . H o w e v e r , the  s ta tu s  o f  th e  c o m m u n itie s  as g ra n te e s  a re  s o m e w h a t  c lo u d e d  
b e c a u s e  th e y  ty p ic a l ly  s ig n  an  a g re e m e n t w ith  D O E  fo r  th e  s ta te  ag e n c y  to  a c t  as  th e  c o m m u n i ty ’s 
a g e n t. A s  a  r e s u l t  o f  th is  a r ra n g e m e n t, D O E  re ta in s  th e  r ig h t  to  m a k e  v ir tu a lly  a ll d e c is io n s  re la te d  
to  p ro je c t  c o n s tru c t io n .  O f te n tim e s  fo rc e  ac . o u n t la b o r  is  u sed , u n d e r  th e  d ire c t  s u p e rv is io n  o f  a 
fo re m a n  n i r e d  b y  th e  c o m m u n ity  b a s e d  o n  a  re c o m m e n d a tio n  fro m  D O E . T h e  s ta te  a g e n c y  p a y s  a ll 
th e  b ills  in c u r r e d  b y  th e  p ro je c t  e x c e p t  p a y ro ll .  T h a t  fu n c tio n  is c o n tra c te d  o u t  to  a  b o o k k e e p e r .

D O E  h a s  n o  s ta tu to ry  a u th o r i ty  fo r is s u in g  g e n e ra l  fu n d  g ra n ts  in  th e  m a n n e r  in  w h ic h  it d o e s . T h e  
m a n n e r  in  w h ic h  D O E  ru n s  th e  g ra n t  p ro g ra m  ra is e s  s e r io u s  q u e s tio n s  r e g a rd in g  th e  a g e n c y ’s 
s ta tu to ry  a u th o r i ty  a n d  w h e th e r  th e re  is an  e m p lo y e r /e m p lo y e e  re la tio n sh ip  b e tw e e n  D O E  a n d  th e  
fo rc e  a c c o u n t  la b o re rs

A d m in is tr a t io n  o f  th e  p ro je c ts  n e e d s  to  b e  im p ro v e d , in c lu d in g  su ch  th in g s  as:

•  E x c e s s  c a s h  is  a d v a n c e d  to  th e  b o o k k e e p e r ,  th is  c a s h  ea rn s  n o m in a l in te re s t. A t  th e  e n d  o f  th e  
p ro je c t  i f  th e re  is a n y  re m a in in g  c a sh  w ith  th e  b o o k k e e p e r , it is re tu rn e d  to  D O E  a n d  D O E  
re a l lo c a te s  it  to  a n o th e r  p ro je c t. E s s e n tia l ly  s p e n d in g  a n y  in te re s t e a rn in g s  w ith o u t  th e  b e n e f i t  
o f  an  a p p r o p r .a t io n .  A p p ro x im a te ly  $ 1 6 0 ,0 0 0  w a s  u se d  th is  w a y  in F Y  98 .

•  L o a n s  h a v e  b e e n  m a d e  b e tw e e n  p ro je c ts  to  c o v e r  c a s h  sh o rta g e s , s u b s ta n tia l ly  in c re a s in g  th e  
r is k  o f  w h a t  a m o u n ts  to  a  t ra n s fe r  b e tw e e n  a p p ro p r ia tio n s .

T h e  re p o r t  in c lu d e s  a  to ta l  o f  13 re c o m m e n d a tio n s .

D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s

F o r  t h e  F i s c a l  Y e a r  E n d e d  J u n e  3 0 ,  1 9 9 8  ( 2 1 - 1 4 6 0 - 9 9 )
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D e p a r t m e n t  o f  C o m m u n ity  a n d  R e g io n a l  A f f a i r s  

Pedro Bav Electrification Project (21-4584-99)

Purpose of the Report

T h e  p u rp o s e  o f  th e  a u d it  w a s  to  d e te rm in e  th e  s ta tu s  o f  th e  p ro je c t  a n d  w h e th e r  th is  p ro je c t  w a s  
a d e q u a te ly  m a n a g e d  b y  th e  D iv is io n  o f  E n e rg y . M o re  s p e c if ic a l ly ,  w e  re v ie w e d  D O E ’s a p p ro a c h  
to  d e v e lo p in g  a n d  im p le m e n tin g  g ra n t a g re e m e n ts , c o n s tru c tio n  c o n tra c ts , a n d  e a s e m e n t  
a c q u is itio n s .

Findings and Conclusions

W e c o n c lu d e d  th a t  D O E  h a d  e s ta b lis h e d  a  c le a r  n e e d  fo r  th e  p ro je c t;  h o w e v e r  D O E ’s p o o r  
m a n a g e m e n t o f  th e  p ro je c t  led  to  it b e in g  o v e r  b u d g e t an d  u n f in is h e d .

S p e c if ic  m a n a g e m e n t p ro b le m s  in c lu d e d :

•  P ro je c t  s e le c t io n  p ro c e s s e s  w a s  n o t a d e q u a te ly  d o c u m e n te d .
•  D O E  fa ile d  to  e n s u re  th a t  p ro p e r  r ig h t-o f-w a y  e a s e m e n ts  w e re  in  p la c e , r e s u lt in g  in  d e la y s .
•  D O E  s e le c te d  th e  c o n tr a c to r  w ith  th e  lo w e s t b id , r a th e r  th a n  c o n s id e r in g  i f  th e  p ro p o s e d  

a m o u n t w a s  th e  lo w e s t  responsible b id . T h e  s e le c te d  b id  w a s  u n re a l is t ic a lly  lo w  fo r  a  n u m b e r  
o f  ite m s . T h is  re s u lte d  in  c h a n g e  o rd e rs  a n d  in c re a s e d  p ro je c t  c o s ts .

•  T h e  a b s e n c e  o f  c o m p re h e n s iv e  f in a n c ia l re c o rd s  re s u lte d  in  a  la c k  o f  b u d g e ta ry  c o n tro l.

W e  re c o m m e n d e d  th a t D O E  s ta f f  o r  m a n a g e m e n t:

1. D e s ig n  a n d  im p le m e n t s u f f ic ie n t  p o lic ie s  an d  p ro c e d u re s  fo r  s e le c t in g  e le c tr ic a l  p ro je c ts .
2 . Im p le m e n t p ro c e d u re s  to  e n s u re  th a t  e n o u g h  fu n d s  a re  a llo c a te d  to  a  p ro je c t b e fo re  c o n tra c ts  

a re  s ig n e d  o r  p u rc h a s e  o rd e rs  o b lig a tin g  p a y m e n t a re  p la c e d .
3. D e te rm in e  th a t  e a s e m e n t re q u ire m e n ts  a re  m e t b e fo re  p ro c e e d in g  w ith  a  p ro je c t.
4 . Im p le m e n t p ro c e d u re s  to  in s u re  th a t  c o n s tru c tio n  m a te r ia ls  p u rc h a s e d  w ith  p u b lic  fu n d s  a re  

u s e d  to  th e  m o s t p ro d u c tiv e  e x te n t  p o ss ib le .
5 . im p le m e n t p ro c e d u re s  to  b e t te r  m o n ito r  th e  d iv is io n ’s c o n tra c ts  a n d  p ro je c ts .

Current Status

D O E ’s p ro je c t  m a n a g e r  s ta te d  th a t  th e  la s t p h a se  is 9 5 %  c o m p le te  a t th e  tim e  o f  th e  a u d it.  Y e t  th e  
P e d ro  B ay  C o u n c il  c o n te n d s  th a t it  is  o n ly  8 0 %  c o m p le te .  D O E  p la n s  to  c o m p le te  th e  re m a in in g  
w o rk  b y  th e  e n d  o f  M a rc h  2 0 0 0 , w h ile  th e  c o u n c il h a s  re q u e s te d  th a t  th e  re m a in in g  fu n d s  b e  u s e d  
fo r  a n o th e r  p ro je c t.

T h is  p ro je c t  w a s  in te n d e d  to  re s o lv e  P e d ro  B a y ’s l in e - lo s s  p ro b le m . H o w e v e r ,  th e  im p ro v e m e n t  
h as  b e e n  s lig h t. T h e  u ti li ty  c o n tin u e s  to  re p o r t a h ig h  lin e  lo s s  o f  3 5 % .

A  c o n tra c to r  is  re v ie w in g  a n d  m a k in g  re c o m m e n d a tio n s  o n  D O E ’s c o n tra c tin g , p u rc h a s in g ,  a n d  
a c c o u n tin g  p o lic ie s  a n d  p ro c e d u re s .  T h e  n e w  p o lic ie s  a n d  p ro c e d u re s  s h o u ld  b e  im p le m e n te d  b y  
J u n e  2 0 0 0 .

J a n u a r y  2 4 ,  2 0 0 0
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D e p a r t m e n t  o f  C o m m u n ity  a n d  R e g io n a l A f fa ir s  

Division o f Energy, Teller Bulk Fuel Facilities Upgrade (21-4587-99)

Purpose of the Report

T h e  p r im a ry  p u rp o s e  o f  th e  a u d it  w a s  tw o fo ld : (1 ) to  d e te rm in e  i f  g ra n t  fu n d s  w e re  p ro p e r ly  
a w a rd e d  to  fo r -p ro f it  e n t i t ie s  th a t  a re  in  d ire c t  c o m p e tit io n  w ith  an  e s ta b l is h e d  p riv a te  
b u s in e ss ; an d  (2 ) to  d e te rm in e  o w n e rs h ip  s ta tu s  o f  th e  T e lle r  ta n k  fa rm  a n d  th e  lan d .

Findings and Conclusions

O u r  c e n tra l f in d in g s  an d  c o n c lu s io n s  w e re  a s  fo llo w s:

1. R e g u la tio n s  a llo w  th e  S ta te  to  fu n d  p ro je c ts  th a t  m ay  c o m p e te  w ith  fo r -p ro f i t  e n titie s .

2 . T h e  T e lle r  T ra d it io n a l  C o u n c il  o w n s  th e  ta n k  fa rm , w h ile  th e  lan d  is  o w n e d  b y  th e  T e lle r  
N a tiv e  C o rp o ra tio n .

T h e  b u lk  fu e l fa c ility  u p g ra d e  to o k  lo n g e r  a n d  c o s t  the  S ta te  m o re  th a n  o r ig in a l ly  b u d g e te d . 
T h e  o r ig in a l b u d g e t fo r  th e  p ro je c t  w as  $ 4 5 2 ,0 0 0  a n d  fin a l c o s t  fo r  th e  p ro je c t w as  
a p p ro x im a te ly  $ 6 4 8 ,0 0 0 . T h e  S ta te  c o v e re d  m o st o f  th e  b u d g e ta ry  c o s t  o v e r ru n .

J a n u a r y  2 4 ,  2 0 0 0
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J a n u a r y  2 4 ,  2 0 0 0

D e p a r tm  e n t  o f  T r a n s p o r t a t i o n  a n d  P u b lic  F a c i l i t ie s  
D e p a r t m e n t  o f  E d u c a t io n  

U n iv e r s i ty  o f  A la s k a

Purpose of the Report

T h e  p u rp o se  o f  th e  re v ie w  w as to  e v a lu a te  v a rio u s  s ta te  ag e n c ie s  and  o rg a n iz a t io n s ’ c o m p lia n c e  w ith  
th e  A rt  in  P u b lic  P la c e s  (A IP P ) p ro g ram , a lso  o fte n  re fe rred  to  as th e  S ta te ’s 1%  fo r  a r t  p ro g ra m . In 
th e  re p o rt w e  d isc u ss  h o w  th e  p ro g ra m  is cu rren tly  o p e ra tin g . E ssen tia lly , w e  re p o r te d  th e  A r t  in 
P u b lic  P la c e s  p ro g ra m  is n o t w o rk in g  as m o s t p eo p le  b e liev e , p r im a r ily  d u e  to  o p e ra tio n a l 
in e ff ic ie n c ie s , m isc o m m u n ic a tio n  b e tw e e n  ag en c ies , an d  a m o rass  o f  o ften  c o n f lic tin g  le g a l o p in io n s  
g e n e ra te d  o v e r  th e  y ea rs .

Findings and C onclusions

In  o u r  v ie w  it is tim e  fo r  d ie  leg is la tu re  to  re e v a lu a te  this p ro g ram  an d  d e c id e  w h a t it w a n ts  to 
a c c o m p lish  in  s u b s id iz in g  th e  a rts  th ro u g h  p u b lic  co n s tru c tio n , and  th en  d e v e lo p  le g is la tio n  th a t is 
b in d in g  o n  b o th  th e  e x e c u tiv e  b ra n c h  an d  th e  u n iv e rs ity . S p ec ific a lly , w e  su g g e s te d :

1. E lim in a tio n  o f  A S  3 5 .2 7 . T h is  is th e  s ta tu te  w h ich  sets o u t th e  s e e m in g ly  s im p le  1%  fo r  art 
co n c e p t. W e  su g g e s t  ra th e r  th an  a llo w in g  ag e n c ie s  to  d e te rm in e  h o w  to  a p p ly  th e  s ta tu te , the 
le g is la tu re  p ro v id e  fo r  a d ire c t a p p ro p ria tio n  fo r  a r tw o rk  to  a c c o m p a n y  fu n d in g  p ro v id e d  fo r 
v a r io u s  p u b lic  co n s tru c tio n , w o u ld  im p ro v  o p e ra tio n a l e ffic ien c ie s .

2. C la r ify in g  in  s ta tu te  w h ich  fu n d in g  so u rc e s  sh o u ld  b e  co n s id e red  w h en  c a lc u la t in g  th e  1 %  f ig u re . 
B y  m a k in g  th e  p ro g ra m  a p p lic a b le  to  o th e r fu n d in g  so u rces , su ch  as fe d e ra l p ro g ra m  m o n ies , 
fin. ic ia l b u rd e n  on  th e  G e n e ra l F u n d  o f  su p p o rtin g  th e  p ro g ram  w o u ld  b e  re d u c e d .

3. H a rm o n iz e  A S  3 5 .2 7  an d  A S  4 4 .2 7 . A la s k a  S ta tu te  4 4 .2 7 .0 6 0  re q u ire s  th e  1 %  b e  d e p o s i te d  into 
th e  p u b lic  a r t  fu n d  i f  th e  a  p u b lic ly -fu n d e d  c o n s tru c tio n  p ro jec t is less th an  $ 2 5 0 ,0 0 0  o r  is no t 
d e s ig n e d  fo r  su b s tan tia l p u b lic  u se . C u rre n tly , s ta te  ag e n c ies  re q u e s t th e  c o m m is s io n e r  o f  D O T P F  
to  a u th o r iz e  th e  p u rc h a se  o f  a r tw o rk  ra th e r  th an  tran sfe rrin g  the  re q u ired  1 %  to  th e  p u b lic  a rt fund . 
T h e  AEPP p ro g ra m ’s s ta tu te  (A S  3 5 .2 7 )  p e rm its  D O T P F  to  au th o riz e  a r tw o rk  fo r  b u ild in g s  o r 
fa c ilitie s  w ith  e s tim a te d  c o n s tru c tio n  c o s ts  o f  less th an  $ 2 5 0 ,0 0 0 . D O T P F  s ta f f  re p o r te d  to  u s th a t 
th e  a u th o r iz a tio n  is a lw a y s  g ra n te d  fo r  th e  s ta te  ag en c ies . T h is  s ta tu to ry  la n g u a g e  p re v e n ts  the 
p u b lic  a rt f im d  fro m  re c e iv in g  fu n d s to  b e  u sed  fo r th e  p u rp o se  se t o u t in  A S  4 4 .2 7 .0 6 0 (c ) . 
A c c o rd in g ; ve re c o m m e n d e d  th e  le g is la tu re  c o n s id e r  rev is in g  A S  3 5 .2 7  to  c la r ify  w h ic h  sta te  
e n titie s  a re  su b je c t  to  A IP P  re q u ire m e n ts  an d  c la rify  the  in co n g ru ity  b e tw e e n  A S  3 5 .2 7  and  
A S  4 4 .2 7 .0 6 0 (b ) . C la r ify in g  th e  s ta tu te s  w ill a s s is t a ll s la te  ag e n c ie s  w ith  th e  im p le m e n ta tio n  o f  
th e  o r ig in a l s ta te  p o lic y  an d  u n d e r ly in g  s ta tu tes .

4 . R e -e v a lu a te  w h ic h  ag e n c ie s  sh o u ld  b e  co v e re d  by  th e  p ro g ram . C u rre n tly  a ll s ta te  q u a s i­
c o rp o ra tio n s  a re  e x e m p t.

A r t  i n  P u b l i c  P i a c e s  ( 2 5 - 4 5 6 4 - 9 9 )
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D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s

Homer Gravel Roads Project (25-4543-00)

Purpose of the Report

T h e  o b jec ti v es  o f  th is  re v ie w  w e re  to  d e te rm in e :

1. I f  th e  d e p a r tm e n t re a s o n a b ly  m a n a g e d  th e se  c o n s tru c tio n  p ro je c ts  in a c c o rd a n c e  w ith  s ta tu te s , 
re g u la tio n s , c o n tr a c t  p ro v is io n s , an d  in te rn a l p o lic ie s  a n d  p ro c e d u re s .

2. I f  th e re  w a s  m e r it  to  th e  c o m p la in ts  le v e le d  a g a in s t  th e  H o m e r  g ra v e l ro a d s  p ro je c t  (H G R ) b y  a  
D O T P F  e m p lo y e e .

3. I f  th e  e x te n d e d  a d m in is tra tiv e  le a v e  g iv e n  to  th is  e m p lo y e e  w a s  r e a s o n a b le  u n d e r  th e  
c irc u m s ta n c e s .

Findings and Conclusions

O u r a u d it  in c lu d e d  a n  in -d e p th  re v ie w  th e  H o m e r  G ra v e l  R o a d s  p ro je c t a n d , fo r  c o m p a r iso n  
p u rp o se s , in -d e p th  re v ie w s  o f  th ree  o th e r  D O T P F  C e n tra l  R e g io n  h ig h w a y  c o n s tru c tio n  p ro je c ts  
and lim ite d  re v ie w s  o f  23  ad d itio n a l h ig h w a y  a n d  a v ia t io n  c o n s tru c tio n  p ro je c ts .  T h e  H o m e r  
G ra v e l R o a d s  p ro je c t  w a s  th e  ta rg e t o f  c o m p la in ts  m a d e  b y  a  g ra d e  in s p e c to r  on  th e  p ro je c t .

W e  c o n c lu d e d  th a t  m a n y  o f  th e se  c o m p la in ts  h ad  m e rit .  S p e c if ic a lly ,  w e  fe lt  h is  c o n c e rn s  
re g a rd in g  p la c e m e n t o f  v a r io u s  o u t-o f- s p e c if ic a tio n  ro a d w a y  m a te r ia ls , to m  g e o te x t i le  fa b r ic , an d  
p la c e m e n t o f  o u t-o f - s p e c if ic a t io n  m a te r ia l n ex t to  c u lv e r ts  d id  h a v e  m erit. A lth o u g h  s o m e  o f  th e  
m a te ria l w a s  o u t  o f  sp e c if ic a tio n  a n d  th e  fa b ric  w a s  to rn , th is  d o e s  n o t n e c e s s a r i ly  m e a n  th a t  th e s e  
ro ad s  w ill  p re m a tu re ly  fa il. In  fac t, fo u r  y e a rs  a f te r  c o m p le t io n , w e  u n d e rs ta n d  th e s e  ro a d s  a re  
h o ld in g  u p  w e ll.

W e re v ie w e d  2 7  p ro je c ts  in th is  tim e fra m e . O u r  p r im a ry  c o n c e rn  is th e  w e a k n e s s e s  in  m a n a g e m e n t 
o f  th e  c o n s tru c tio n  p ro c e s s . D O T P F  C e n tra l R e g io n  w a s  re s p o n s ib le  fo r th e s e  p ro je c ts ,  y e t  it w as  
no t a lw a y s  a c tiv e ly  m a n a g in g  th em . A  n u m b e r  o f  in d iv id u a l  w e a k n e s s e s  b ro u g h t  u s  to  th is  
co n c lu s io n .

T h e se  in c lu d e d  th e  fo llo w in g :

1. O u t-o f - s p e c if ic a t io n  m a te r ia l a c c e p te d  b y  D O T P F .
2. C h a n g e  o rd e rs  f re q u e n tly  is su ed  a f te r  c o m p le tio n  o f  th e  w o rk .
3. S o m e  c o n tra c to rs  g iv e n  to o  m u ch  co n tro l.

W e a lso  m a d e  s e v e ra l  d e te rm in a tio n s  sp e c if ic  to  th e  H G R  in v e s tig a tio n s . T h e s e  in c lu d e d  th e  
fo llo w in g :

1. H au l o f  o u t-o f - s p e c if ic a t io n  m a te r ia l n o t e f fe c tiv e ly  h a l te d  u n til F H W A  th re a te n s  fu n d in g .
2. T h e  h ir in g  p ro c e s s  u se d  to  h ire  a  c o n s u lta n t  to  r e v ie w  th is  p ro je c t  w a s  f la w e d , m a k in g  

in d e p e n d e n c e  q u e s tio n a b le .
3. T h e  D e p a r tm e n t  o f  L a w  m ay  h a v e  v io la te d  th e  S ta te  P e rs o n n e l  A c t b y  re le a s in g  c o n s u l ta n t ’s 

rep o rt.
4. E x te n d e d  a d m in is tr a t iv e  le a v e  c o n s id e re d  re a s o n a b le  u n d e r  th e  c irc u m s ta n c e s .
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Anchorage International A irport Terminal Redevelopment Project (25-4576-99)

Purpose of the R eport

T h e  re p o r t  h a d  th re e  p r im a ry  o b je c t iv e s :

1. R e v ie w  th e  m a jo r  c o n tr a c ts  is su e d  o n  th e  re d e v e lo p m e n t p ro je c t.

2 . A sse s s  th e  im p a c t  o f  th e  c o s ts  o f  th e  p ro jec t on  ra te s  a n d  fo e s  c h a rg e d  b y  th e  a iip o r t .

3. P ro v id e  a  s ta tu s  o n  c a p ita l  a p p ro p r ia tio n s  u sed  to  fu n d  th e  p ro je c t.

Findings and Conclusions

T h e re  h a v e  b e e n  th re e  m a jo r  c o n tra c ts  is su e d  fo r th e  p ro je c t. W e  fo u n d  th a t D O T P F  fo llo w e d  th e  
re q u ire d  s ta tu te s  a n d  re g u la t io n s  in  th e  b id d in g  an d  a w a rd in g  o f  th e  c o n tra c ts . T h e  re p o r t  in c lu d e d
a.i a p p e n d ix  l is t in g  e a c h  o f  th e  c o n tra c ts  an d  su b se q u e n t c o n tra c t  a m e n d m e n ts .

W e  in c lu d e d  a  d is c u s s io n  o f  th e  p a s s e n g e r  fa c ility  c h a rg e , in c lu d in g  th e  p ro c e s s  a n d  th e  
ra m if ic a t io n s  o f  s u c h  a  c h a rg e .

A irp o r t  ra te s  a n d  fe e s  w ill  in c re a s e , b u t a re  e x p e c te d  to  re m a in  s u b s ta n tia l ly  lo w e r  th an  th e  
n a tio n a l a v e ra g e . T h e  re p o r t  c o n ta in s  a  tab le  w ith  th e  c o m p a r iso n s .

A lso  in c lu d e d  in  th e  r e p o r t  w a s  a  l is tin g  o f  cap ita l a p p ro p r ia t io n s , b y  p ro je c t an d  b y  a p p ro p r ia tio n , 
fo r b o th  th e  A n c h o ra g e  In te rn a t io n a l  A irp o r t and  th e  F a irb a n k s  In te rn a t io n a l  A irp o r t.

J a n u a r y  2 4 ,  2 0 0 0

D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s
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