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X Department of Law

Department Mission: The mission of the Department of Law is to provide legal services to state
government and to prosecute crime.

MANAGEMENT ORGANIZATION CHART
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Department of Law

Criminal Division Budget Request Unit 
BRU Mission

The mission of the Criminal Division is to assure sa fe and healthy communities by prosecuting and convicting criminal 
offenders in urban and rural Alaska.
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Department of Law

BRU Services Provided
1. The Criminal Division prosecutes all violations of state criminal law committed by adults, and a large portion of the 

serious crimes committed by juveniles. Prosecution services protect the public by convicting criminals and placing 
them under appropriate controls. Without these services, Alaskans would no1 be able to live in safe and healthy 
communities.
In the fiscal year ending June 30, 2002, over 28,000 cases (including 7,500 felony, 21,000 misdemeanor, and 
1,500 other cases) were sent to the Criminal Division by police or probation agencies. This is an increase of 
roughly 40 percent in felonies and 10 percent in misdemeanors in the 1990s.

2. The Criminal Division provides assistance to victims and witnesses of crimes such as preparation for testimony in 
court, travel and per diem expenses, court-mandated witness fees, and information about court procedures, 
domestic violence restraining orders and violent crime compensation procedures. Demands on the victim-witness 
assistants have increased substantially over the last several years as a result of victims' rights laws enacted in 
1989 and 1991, the Victims' Rights Amendment to the Alaska Constitution approved by the voters in 1994, and the 
Domestic Violence Prevention and Victim Protection Act of 1996. Two-thirds of the Criminal Division travel budget 
is used to bring victims and witnesses to court.

3. The Criminal Division represents the state in all criminal appellate proceedings and state and federal post­
conviction and habeas corpus proceedings. These post-trial procedures are constitutionally required; v/hen 
convicted criminals file such actions there must be a response by the state. Without these functions, the efforts of 
criminal justice agencies to detect and punish crime through investigation, trial, and conviction would be nullified.
In addition, the BRU also handles civil litigation challenging statutes related to criminal justice, such as sex 
offender registration, victims' rights, and physician-assisted suicide.

4. The Criminal Division provides basic legal services to the Departments of Corrections and Public Safety, 
consisting of verbal and written advice, representation in civil litigation and administrative proceedings, and 
assistance with drafting legislation, regulations, policies, and procedures. The division also provides advice to the 
legislature on criminal justice matters, and handles all appeals of administrative license revocations by the Division 
of Motor Vehicles in the Department of Administration.

5. The Criminal Division activities are carried out in fifteen offices across the state. Thirteen regional prosecution 
offices provide day-to-day criminal prosecution services, as set out in paragraphs 1. and 2. above. An office in 
Anchorage handles appellate matters in the Court of Appeals, the Alaska Supreme Court and the federal courts, 
as described in paragraph 3. An office in Juneau is responsible for representing criminal justice system agencies 
and providing legislative advice, as described in paragraph 4. In addition, the Anchorage offices also have special 
units for:

a. narcotics prosecution (funded by the Department of Public Safety with federal money)
b. environmental crime (funded by the Department of Environmental Conservation)
c. child support enforcement (funded by the Department of Revenue)
d. welfare fraud (funded by the Department o f Health and Sociai Services with federal money)
e. Medicaid provider fraud (75% federally-funded with a required 25%  general fund match)
f. selected fish and game prosecution (funded by the Fish and Game Fund)
g. white collar and other special prosecution (general fund)

Key BRU Issues for FY2003 - 2004
Issue No. 1: How to Respond to Increased Enforcement of Child Abuse Laws.
Child abuse cases (both sexual and physical abuse) are among the most difficult to prosecute. Although sexual abuse 
cases are routinely reported and prosecuted, it is believed that child physical abuse cases are not as well reported or 
investigated. Recent attention focused on child physical abuse cases is likely to result in an increase in the number of 
such cases sent to prosecution offices for review and prosecution.
Issue No. 2: How to Respond to Increased Enforcement of Domestic Violence Laws
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The Domestic Violence Prevention and Victim Protection Act of 1996 requires arrests to be made in all cases of 
domestic violence. Even before this requirement became law, many police agencies voluntarily adopted mandatory 
arrest policies, and the number of domestic violence cases grew to over half of all misdemeanor assaults and a large 
percentage of all felony assaults and murders. In the year following enactment o f the 1996 Act, the percentage of 
misdemeanor assaults related to domestic violence increased to 65 percent, or nearly two out of every three, and has 
remained at that level. In the last year the Criminal Division handled 3,000 cases of misdemeanor domestic violence, 
including assaults, harassment, violating domestic violence orders and destruction of property.
Issue No. 3: How to Respond to the High Volume Of Sexual Offenses
After several years o f a relatively stable number of felony sexual offenses being sent to prosecutors for review, the 
number of these cases increased dramatically to over 700 in FY1993. Cases of rape of adult women increased 16 
percent to over 300, while cases of abuse of children increased 21 percent to 400. Those numbers leveled off in 
FY1994-2002, but there are still nearly 600 felony sexual offenses being sent to Criminal Division offices for review 
each year. This high level of sexual crimes and the high level of domestic violence are reflected in a growing number 
of requests for safe housing, reported by the Network on Domestic Violence and Sexual Assault.
Issue No. 4: How to Respond to Other Demands for Criminal Division Legal Services
Along with heavy criminal caseloads, the Criminal Division is also called on to defend the legality o ' new laws. For 
example, there is a great deal of ongoing litigation over the legality o f sex offender registration laws and the Criminal 
Division recently successfully defended the manslaughter statute as it relates to physician-assisted suicide. Laws 
relating to victim rights, such as the right not to be secretly recorded by defense attorneys, are being challenged in 
court. New laws relating to minors consuming a'cohol are also being challenged. Criminal Division attorneys are 
handling all these lawsuits. Criminal Division attorneys have also upheld challenges to the concealed handgun 
regulations, and annually the division handles dozers of appeals from driver license revocations imposed by the 
Division of Motor Vehicles in the Department of Administration.
In addition, the Criminal Division is being called on more and more to perform other functions. For example, Criminal 
Division attorneys spend significant amounts of time providing training to other agencies. The State T'ooper Academy 
in Sitka has several courses each year to train new trooper and police recruits, as well as separate classes for village 
public safety officers and experienced police officers. Each course contains a component for legal training in the 
criminal code and criminal procedure, which requires instruction by a trained prosecutor. The Anchorage Police 
Department conducts similar training for its own recruits. The Department of Corrections has training requirements for 
correctional officeis and probation officers, which also require experience attorneys for instruction. Community 
groups, such as victim service agencies, often require attorney training as well. In addition, prosecutors and 
paralegals participate in multidisciplinary teams to combat child abuse, various task forces, and other groups whose 
goals are to improve the criminal justice system or deal with a particular community problem.
Issue No. 5: How to Respond to Drug and Alcohol Offenses
The Criminal Division has participated in planning projects for drug courts, therapeutic courts, mental health courts, 
and other special programs with the court system, law enforcement, the Public Defender Agency, and the Department 
of Corrections.
Everyone recognizes that alcohol is at the root of a number of serious social problems in Alaska. The correlation 
between alcohol and crime is significant, and alcohol is implicated in an extremely high percentage of criminal and 
accidental deaths and injuries. In addition, many children are born with FAS or FAE because their mothers consumed 
alcohol during pregnancy. Experience has shown that the rate of crime can be decreased if alcohol availability is 
decreased. State law gives municipalities the option of oanning or limiting alcohol in their communities, and many 
villages have voted for that local option. In areas that go completely dry (by banning possession of alcohol), the level of 
crime falls immediately and significantly, until bootleggers start to return alcohol to the region. Enforcement of local 
option laws is difficult, but the Criminal Division is actively working with the Alaska State Troopers and federal 
authorities to deal more aggressively with bootlegging, by increasing our alcohol interdiction efforts through the 
addition of prosecutors specifically assigned to those cases. An RSA with the Department of Public Safety funds an 
increased level of federal funding for heightened efforts in the area of alcohol interdiction. As the federal funds are 
year-to-year, replacement general funds are included in the FY 2004 request in the event they are needed.
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Key Performance Measures for FY2004
Measure:
The legislature intends to measure the success o f the division in achieving its m ission by considering, fo r 
each Criminal Division budget component the number o f violent fe lony prosecutions;
Sec 94 (b) (1) Ch 90 SLA ?002(HB 250)

A laska's Target & P rog ress :
FY 2 0 0 0 -1 ,2 1 8  FY 2001 -1 ,1 2 7  FY 2 0 0 2 -1 ,2 3 7
Background and Strategies:
The following background is applicable to all the Criminal Division performance measures that follow:
The workload for the Criminal Division is driven by factors largely beyond its control, such as the staffing levels and 
policies of local police agencies, staffing levels of defense attorneys, whether municipalities control alcohol, and the 
policies and practices of local courts and local defense attorneys. As such, the division is able to exercise very little 
control over attorney caseload ratios and no central whatsoever over the volume of work coming in at any given 
time. Thus available quantitative information often does not show the effectiveness and competency of the work. For 
example, it is very difficult to draw meaningful conclusions based on conviction rates. More convictions don't 
necessarily mean that attorneys are doing a better job. Instead it may mean any or a combination of the following:
(1 ) crime is up, (2) the police are conducting better investigations, (3) new laws are more effective, (4) the division is 
understaffed and therefore plea-bargaining more, (5) the public defender agency is understaffed and they are 
pleading out more of their clients.
Because Alaska is one of a very few states that handles all types of criminal offenses at the state level, useful 
comparative data of attorney caseload is impossible to attain. For these reasons, knowing the number of cases 
handled is the best measure of the division’s performance.

Measure:
Number o f fe lony drug case prosecutions;
Sec 94 (b) (2) Ch 90 SLA 2002(HB 250)

A laska’s Target & P rog ress :
FY 2000 -G 92  FY 2001 -6 5 3  FY 2 0 0 2 -6 2 5

Measure:
Number o f m isdemeanor domestic violence assau lt prosecutions; 
Sec 94 (b) (3) Ch 90 SLA 2002(HB 250)

A laska’s Target & P rog ress :
FY 2 0 0 0 -2 ,2 0 8  FY 2001 -2 ,1 8 5  FY 2 0 0 2 -2 ,1 2 6

Measure:
Number o f fe lony property prosecutions;
Sec 94 (b) (4) Ch 90 SLA 2002(HB 250)

A laska’s  Target & P rog ress :
FY 2 0 0 0 -1 ,1 8 5  FY 2001 -1 ,1 0 5  FY 2 0 0 2 -1 ,2 0 3

Measure:
Number o f fe lony drunk driving prosecutions;
Sec 94 (b) (5) Ch 90 SLA 2002(HB 250)

1/27/03 11:19 AM
FY2004 Overview

Department of Lav; Page 6



r Department of Law

Alaska's Target & Progress:
FY 2000 - 239 FY 2001 - 221 FY 2002 - 280

Measure:
Number o f m isdemeanor drunk driving prosecutions;
Sec 94 (b) (6) Ch 90 SLA 2002(HB 250)

A laska's Target & Progress:
FY 2 0 0 0 -3 ,2 6 4  FY 2001 -3 ,1 2 7  FY 2 0 0 2 -3 ,3 4 5

Measure:
Number o f fe lony cases in which charges that were initially accepted fo r prosecution are later reduced; and
Sec 94 (b) (7) Ch 90 SLA 2002(HB 250)

A laska's Target & Progress:
FY 2000 -1 ,650* FY 2001 - 1,630** FY 2002 - 1,800***

Measure:
Number o f m isdemeanor cases in which charges that were initially accepted fo r  prosecution are later 
reduced.
Sec 94 (b) (8) Ch 90 SLA 2002(HB 250)

A laska's Target & Progress :
FY 2000 -1 ,750* FY 2001 - 1,750** FY 2002 - 1.750***
Background and Strategies:
The following footnotes apply to Sec. 94 (b) 7-8:
'Estimates based on 97% of felonies and 98% of misdemeanors resolved.
“ Estimates based on 97% of felonies and 95% of misdemeanors resolved.
“ ‘ Estimates based on 72% of felonies and 88% of misdemeanors resolved.

Measure:
Number o f now criminal cases reviewed fo r prosecution;
Sec 95 (b) (1) Ch 90 SLA 2002(HB 250)

A laska's Target & Progress:
FY 2 0 0 0 -3 7 1  FY 2001 -2 4 9  FY 2 0 0 2 -2 4 8

Measure:
Number o f criminal cases reso lved;
Sec 95 (b) (2) Ch 90 SLA 2002(HB 250)

A laska's Target & P rogress :
FY 2 0 0 0 -3 1 3  FY 2001 -1 9 5  FY 2 0 0 2 -1 9 2

As of 10/07/2002 
Background and Strategics:
In this context, "resolved" takes the same meaning as "closed".

Measure:
Number o f new appeals and petitions opened;
Sec 95 (b) (3) Ch 90 SLA 2002(HB 250)

A laska's Target & Progress:
FY 2 0 0 0 -3 3 8  ~FY 2001 -3 1 4  FY 2 0 0 2 -2 9 7
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Measure:
Number o f appeals and petitions resolved;
Sec 95 (b) (4) Ch 90 SLA 2002(HB 250)

A laska's Target & Progress:
FY 2000 - 313 FY 2001 - 227 FY 2002 -1 3 0

As of 10/08/2002 
Measure:
Average cost per criminal case reviewed;
Sec 95 (b) (5) Ch 90 SLA 2002(HB 250)

A laska’s Target & Progress:
FY 2000 - $3,760 FY 2001 - $4,490 FY 2002 - $4,564

Measure:
Average cost per appeal o r petition opened.
Sec 95 (b) (6) Ch 90 SLA 2002(HB 250)

A laska’s Target & Progress:
FY 2 0 0 0 -$ 3 ,1 8 5  FY 2001 - $3,598 FY 2002 - $3,849
Background and Strategies:
Per case costs for appeals and petitions opened will also vary as case numbers fluctuate.
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 ____________________________________________________   Budget Request Unit —  Civil Division

Civil Division Budget Request Unit 
BRU Mission

The mission of the Civil Division is to protect the human, financial, and natural resources of the state.
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BRU Services Provided
The Civil Division BRU supports the Civil Division of the Department of Law. The Civil Division serves the interests of 
Alaska’s citizens by providing legal counsel to the executive branch in all civil actions. The division defends and 
prosecutes civil litigation to which the state is a party; handles legal matters for and provides legal adv;ce to the 
governor, executive branch agencies, and -  upon request -- the legislative and judicial branches; reviews regulations 
prepared by executive agencies; drafts legislation for introduction by the governor; and reviews all legislation before it 
is acted upon by the governor.
Activities of the Civil Division help protect the financial and natural resources of the state, defend Alaskans' access to 
the slate's land and natural resources, and ensure that the laws and regulations that govern businesses, individuals, 
and government agenc.es are constitutional. The division takes action to protect children from abuse and neglect, 
enforce child support obligations, guarantee that state programs are administered fairly and that money owed to the 
state is collected, defend the state's interests relative to the federal government, and defend the state from 
unreasonable demands for payment of costs of lawsuits, personnel actions, and personal injuries. It protects the 
state's financial resources by advising agencies on decisions that might lead to financial claims, defending against 
unreasonable claims, and facilitating reasonable settlements or other appropriate resolution of issues.
The Civil Division BRU includes components supporting the following sections: (1) the Deputy Attorney General's 
Office; (2) Collections and Support; (3) Commercial; (4) Environmental Law; (5) Fair Business Practices; (6) 
Governmental Affairs; (7) Human Services; (8) Legislation and Regulations; (9) Natural Resources; (10) Oil, Gas and 
Mining; (11) Special Litigation; (12) Transportation; and (13) Timekeeping and Support.
(1 ) The Deputy Attorney General's Office supports the Deputy Attorney General for the Civil Division as the deputy 
assists the Attorney General and the department in carrying out its statutorily prescribed functions. The deputy serves 
as the chief operating officer for the division and is responsible for leading, managing, and coordinating the activities of 
the attorneys and paraprofessionals in each of the sections of the four locations of the division.
(2) The Collections and Support section consists of two units: the collections unit and the child support unit. The 
section protects the state's financial resources by collecting outstanding civil and criminal debts, and protects Alaska’s 
children by establishing paternity and ensuring compliance with child support orders. The collections unit collects 
unsecured debts owed to the state. The majority of these debts are criminal judgments, but the unit also collects 
various civil judgments and civil penalties. Effective January 1, 2002, the collections unit began collecting restitution 
on behalf of victims ir. criminal and juvenile delinquency proceedings. Th ? child support enforcement unit represents 
the Child Support Enforcement Division (CSED) in court, provides legal support in matters relating to administrative 
child support enforcement actions, drafts legislation and regulations, and provides general legal advice to CSED.
(3) The Commercial section provides legal services on revenue and commercial matters; protects the integrity of the 
state’s public finances through fair interpretation, implementation, enforcement, defense, or adoption of statutes and 
regulalons governing state revenue, the permanent fund dividend, the employment security program, and lending 
progran s; and protects public health and safety through fair interpretation, implementation, enforcement, defense, or 
adoption of statutes and regulations governing occupational licensing, alcoholic beverage control, banking, securities, 
and corporations. The section serves the Income and Excise Audit Division, Permanent Fund Dividend Division, 
Alaska Housing Finance Corporation, Alcoholic Beverage Control Board, Occupational Licensing Division, Investments 
Division, Banking, Securities and Corporations Division, Office of the Commissioner of Commerce, Employment 
Security Division, Alaska Commission on Postsecondary Education, Alaska Student Loan Corporation, and the 
Agricultural Revolving Loan Fund. The section also protects the student loan program by providing legal sen/ices and 
advice to the agencies that direct the program.
(4) The Environmental Law section provides legal representation to state agencies for the investigation, defense, and 
prosecution of claims regarding contaminated sites around the state as well as legal advice on environmental matters. 
It also provides legal representation to state agencies for the defense and prosecution of claims regarding the EXXON 
VALDEZ oil spill and the expenditure o f restoration funds. It provides legal services to help recover tho state's 
contribution to the Trans-Alaska Pipeline Liability Fund. The work of the Environmental Law section helps to protect 
the environment of the state, to e. .sure that the costs of contaminated site cleanup are borne by the responsible 
parties, to minimize thc state's exposure to claims for damages relating to environmental problems, and to ensure that 
the costs of the available restoration funds from the EXXON VALDEZ settlement are expended in accordance with the
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law and for the maximum benefit of the Alaska environment. It serves Alaskans by helping to protect the environment 
and restore already-damaged sites and by making sure that those who are responsible for environmental damage are 
required to pay the costs of remediation. The component is also involved in prosecuting cruise lines that have foulea 
Alaska's air and waters and advising DEC on implementation of Alaska's cruise ship oversight program.
(5) The Fair Business Practices section, which includes the consumer protection/antitrust unit, protects the public by 
enforcing consumer protection and antitrust laws and by providing legal services and advice to the agencies that 
monitor insurance companies and personnel, public utilities, and certified teachers. The section also protects the 
public by handling enforcement actions in occupational licensing cases. Agencies served by the section include the 
following: Division o f Occupational Licensing, Division of Insurance, Regulatory Commission of Alaska, and the 
Professional Teaching Practices Commission.
(6) The Governmental Affairs section provides legal assistance needed for governmental management, induding 
budget, public finance, employment, labor relations, civil rights, procurement, retirement programs, Medicaid rate 
disputes, and investment of treasury and Permanent Fund Corporation funds. It provides legal assistance on 
problems associated with institutional relationships within state government, the interaction between state and local 
governments, and the conduct of elections. The section provides legal assistance to the departments of 
Administration, Community and Economic Development, the Offices of the Governor and Lieutenant Governor, the 
Office of Management and Budget, the Permanent Fund Corporation, AIDEA, the Alaska Public Offices Commission, 
the Human Rights Commission, the Division of Elections, the Department of Labor, and the Alaska Court System.
(7) The Human Services section provides legal advice and representation to the departments of Education and Early 
Development, Labor and Workforce Development, and Health and Social Services. It provides legal services and 
advice to these agencies regarding the state’s education, health services, social services, juvenile justice, public 
assistance programs, workers' compensation, childcare licensing, and occupational safety and health programs. The 
section provides representation for the Department of Health and Social Services in all child abuse and neglect cases, 
juvenile delinquency proceedings, mental commitment proceedings, foster care licensing cases, and public assistance 
and public health matters, including Medicaid recipient/provider hearings and appeals.
(8) The Legislation and Regulations section drafts and edits legislation on behalf of the governor for introduction in the 
legislature, and provides legal review of regulations adopted by executive branch agencies for compliance with 
constitutional and statutory requirements.
(9) The Natural Resources section provides legal advice and representation to state departments, boards, and 
commissions that regulate Alaska's lands, waters, and renewable natural resources. It protects Alaskans' interests by 
ensuring that the state's natural resources are managed and allocated by state agencies in a manner that is consistent 
with the law, defending against legal challenges to actions taken by the state's natural resource agencies, and 
pursuing legal actions against persons who are illegally using, damaging, or destroying Alaska's lands, waters, or 
renewable natural resources. It advises state agencies on issues relating to mental health lands and Native allotments 
and represents the state in legal actions involving those lands. The Natural Resources section supervisor also 
oversees the activities of the Statehood Defense BRU.
(10) The Oil, Gas, and Mining section is responsible for litigating oil, gas, and mining resource disputes involving the 
state. It protects Alaskans' interests by making sure that the state receives the royalty and tax revenues to which it is 
entitled for current and past production, defending against challenges to state oi', and gas lease sale programs, and 
protecting the state's title to resource-rich lands. The Oil, Gas, and Mining section supervisors oversee the activities 
budgeted for in the Oil & Gas Litigation and Legal Services BRU,
(11) The Special Litigation section provides legal defense in tort litigation cases fiied against the state, state agencies, 
and state employees, including personal injury, property damage, and civil rights suits brought under 42 U.S.C. §1983. 
The section also provides defense in contested workers' compensation claims against the state, and provides advice 
and t aining to reduce the state's liability exposure. The section provides legal serv.ces to the Division of Risk 
Management and, through it, to all state agencies,
(12) The Transportation section provides legal advice to and representation of the Department of Transportation and 
Public Facilities. The section enhances the department's ability to efficiently provide the public infrastructure 
necessary for the safety and well-being of Alaskans by providing advice and representation on all aspects o f the
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construction and operation of the state's public facilities, including building, highways, ferries, airports, harbors, 
communications facilities, and other public works.
(13) The Timekeeping and Support section, which is comprised of those cost elements of the Civil Division support 
pool that are division-wide rather than section-specific, includes the costs o f law office management (for the Juneau, 
Anchorac, j ,  and Fairbanks offices), case management, and division timekeeping and billing. The section provides 
day-to-day support to the legal staff by ensuring that resources necessary to perform their jobs are available. The 
section is responsible for maintaining work management and timekeeping records, providing accurate and timely 
billing to client agencies, and ensuring that office operations flow efficiently and unencumbered while state and 
department policies are followed and consistently applied.

BRU Goals and Strategies
« Provide effective legal advice to and representation of the state.

• Protect Alaska's children and youth by handling child abuse, neglect, and juvenile delinquency cases 
expeditiously.

• Ensure the state receives its correct share of oil and gas taxes and royalties; clarify and improve the rules 
governing taxpayers to reduce disputes and litigation.

• Resolve questions of state versus federal control and management of natural resources, lands, and waters.
• Increase collections of money owed the state by businesses and individuals for child support, fines, loans, and 

other unpaid obligations.

• Ensure that the department's legal review of regulations projects continues to be efficient, timely, and responsive 
to the needs of agencies and the public.

Key BRU Issues for FY2003 -  2004
CHILD PROTECTION
Child protection workloads continue to be of concern to the department. Statutory changes at the state and federal 
level have necessitated changes in how long children may remain in the child protection legal system, and when 
certain actions must occur, and they define parental responsibility more concretely. These changes move cases to 
conclusion faster to ensure that when reunification with the family is not in the child’s best interest, the child can be 
made legally eligible for placement in a permanent home more quickly. The accelerated schedules severely impact 
attorney workloads. Maintenance of our existing resources for child protection is necessary in order for us to 
effectively manage this important responsibility. Another key issue for this component is the need for paraprofessional 
support to fissist our Fairbanks Human Services section.
GOVERNMENTAL AFFAIRS
The Governmental Affairs section is representing the state in two major cases with potential significant budget 
impacts. The first case involves a claim that the state discriminated against rural school districts in the manner used 
to fund school facilities. This case also involves claims that the state breached fiduciary obligations when it changed 
the public school trust from a land-based trust to a money-based trust. The second case involves a sweeping claim by 
tribal organizations that the state has discriminated against 165 isolated Native villages in the way in which it provides 
police protection through the Alaska State Troopers and village public safety officer program. The latter case was 
decided favorably to the state in the trial court and it is expected that an appeal to the Alaska Supreme Court will be 
briefed, argued and decided during the upcoming fiscal year.
CONSUMER PROTECTION AND ANTITRUST ENFORCEMENT
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Alaska is a target state for many types of consumer fraud. Under the Consumer Protection Act, the attorney general is 
authorized to investigate and bring enforcement action against businesses that engage in unfair or deceptive trade 
practices. Given the current funding and staffing level and the large areas of enforcement the office is responsible fr^ 
we are still forced to turn away many legitimate cases of consumer fraud. Enforcement activities are directed to 
situations affecting a large number of consumers or involving large dollar amounts, and often there are not enough 
resources for even those cases. We continue to increase enforcement activity because of additional statutory 
designated program receipt resources appropriated to this component beginning in FY 2000 and increased again for 
FY2003. The division will continue to take appropriate steps to ensure receipt of statutory designated program 
receipts on a "egular basis in FY 2004 tc ^elp fund the consumer protection program. In addition, the division 
continues to i ê and expand its consumer protection web page that assists consumers in identifying and protecting 
against fraud. . web page continues to increase the number of consumer complaints received and handled by the 
division.
OIL AND GAS LITIGATION
Appropriations for Oil and Gas Litigation have steadily declined from $32.9 million in FY 1994, to $11.9 million in FY 
1997, $4.7 million in FY2002, and to $4.5 million in FY2003. The amount requested for this BRU over the last few 
years reflects a sharp reduction in the use of outside counsel and a major shift of responsibility for major oil and gas 
litigation from outside counsel to staff attorneys. The department attorneys litigate most tax cases with little or no 
assistance from outside counsel and consultants. However, the department will continue to require substantia! 
amounts to cover the cost of experts and document handling for these cases, and will use outside counsel for large 
cases that proceed to hearing. Although the amounts requested to pursue the state's oil and gas litigation efforts are 
significant, they will return substantial revenues to the state treasury.

Major BRU Accomplishments in 2002
• Child Protection: The division continued its participation in the interagency effort on the Balloon Project to reduce 

the backlog of children in foster care longer than new state and federal laws permit. As o f September 15, 2002,
94 percent of the 662 children in foster care the longest were in a permanent placement, and in another five 
percent of the cases, the legal work to free these children for adoption is complete. As these oldest cases have 
bei n successfully resolved, the next oldest group of cases has been added. The project now has seven phases 
incluling nearly 2,300 children, of whom 67 percent now have permanent homes, and another 14 percent are 
legally free for adoption.

• Collectio s: The division collected over $3.5 million in FY 2002 in criminal fines, cost of appointed counsel, cost of 
imprisonment, civil judgments owed the state, and victim restitution.

• Commercial: The division successfully settled a major charitable g a r ’ng case. Under the settlemer', the 
manager of a charitable gaming operation and her husband we re required to pay $400,000 in cash for distribution 
by the attorney general to charity. The suit was brought to make the defendants disgorge the money they received 
through violation of Alaska's charitable gaming laws.

• Governmental Affairs: Successfully defended the state at trial in AITC v. State, the case challenging the 
constitutionality of the state's system for providing rural police protection.

• Environmental cleanup: Recovered almost $1.8 million for state costs and penalties related to violations o f state 
environmental laws and obtained c'eanup agreements with polluters with an estimated value of over $3.3 million 
for a total benefit to the state o f over $5 million.

• Alaska Native Law: Continued efforts to develop the law as it relates to Alaska Natives and the relationship 
between Alaska Natives and the state, in particular, the law concerning the scope of tribal jurisdiction and authority 
in the absence of Indian country; developed the department's Consultation Policy with Federally Recognized 
Tribes of Alaska as next step in implementation of the Millennium Agreement,
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Budget Request Unit — Civil Division

• Oil and Gas: Continued our work on litigation involving oil and gas bringing into the state treasury approximately 
$94 million in back taxes and royalties owed by oil and gas companies.

• Consumer Protection and Antitrust Enforcement: Collected $441,000 in seven consumer protection and antitrust 
cases (Publishers Clearinghouse, Wade Cook Financial Corp., and Triad Discount Buying Club consumer 
protection cases; Vitamins, Contact Lens, Nine West, and M ' n antitrust cases). Under the settlements, the 
monei is to be used for consumer protection and antitrust' cement ($200,000); distribution to state agencies 
and charitable organizations ($105,000); restitution to state .uicaid/CAMA agency ($80,000); and deposit into 
the general fund ($57,000). In addition, injunctive relief remains in effect against the entities reforming their 
business practices and thousands of dollars were distributed to Alaska consumers for restitution. We also 
collected $50,000 in settlement of a consumer action against a local car dealer for advertising, warranty, and Truth 
in Lending Act violations.

• Regulation review: Conducted legal review of over 2,500 pages of regulations; we also completed and published 
the 2002 edition o f the Drafting Manual for Administrative Regulations and provided extensive training for state 
employees on regulation drafting.

• Roadless litigation: Continued to monitor federal and state activity and litigation on the Forest Service’s Roadless 
Rule in light of the state’s pending suit challenging the Rule.

• Access issues: Successfully quieted title to the Jualin Mine RS 2477 road and developed public information on 
pub’ic access rights to public waterways and easements.

• Submerged Lands: Continued litigation in original action filed in the United States Supreme Court to quiet title to all 
lands underlying marine waters in Southeast Alaska, including those within Glacier Bay National Park and the
T'mgass National Forest; filed a major motion for summary judgment with the Special Master appointed by the 
Court.

• Transportation: Successfully settled the claim brought by Alaska Ship and Drydock for $6 million in additional 
compensation for refurbishment of the MA/ Columbia; the claim settled for $1.5 million; successfully settled the 
claim brought by shipbuilder for $53 million for construction of the MA/ Kennicott; the claim settled for $500,000 
from the state and $750,000 from a bonding company.

• Special Litigation: Won Alaska Supreme Court case in which the court upheld the constitutionality of the 1997 Tort 
Reform Act.

Key Performance Measures for FY2004
Measure:
The legislature intends to measure the success o f the division in achieving its m ission by considering the 
monetary value o f disputed oil and gas taxes received by the state, whether obtained through court judgment 
o r settlement;
Sec 96 (b) (1) Ch 90 SLA 2002(HB 250)

A laska ’s Target & Progress:
FY 1999 - $62,032,574
FY 2000 - $433,079,583
FY 2001 - $38,470,447
FY 2002 - $71,093,847
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Measure:
Monetary value o f  disputed oil and gas royalties received, whether obtained through court judgment o r 
settlement;
Sec 96 (b) (2) Ch 90 SLA 2002(HB 250)

Alaska's Target & P rog ress :
FY 1999 - $1,500,000 
FY 2000 -$14 ,500 ,000 
FY 2001 -$42 ,018 ,249  
FY 2002 - $22,888,902
Background and Strategies:
The amounts shown in Sec. 96 (b) (1) and (2), will vary from year to year depending on a number of factors 
including the length of audit cycles, which sometimes cover more than one year, and the number and value of 
disputed payments.

Measure:
Monetary value o f the criminal and civil judgments collected , including indigent defense costs, costs o f 
incarceration fo r offenders convicted o f driving while intoxicated, other fines and costs owed to the state, and 
the number o f civil and crim inal judgments satisfied in fu ll;
Sec 96 (b) (3) Ch 90 SLA 2002(HB 250)

Alaska's Target & Progress:

FY 1997 
FY 1998 
FY 1999 
FY 2000 
FY 2001 
FY 2002

Amount Collected
$2,278,500
$2,469,900
53,111,000
52,769,600
53,993,590
53,574,907

Judgments Satisfied
Not Available 

8,569 
10,125 
8,805 
15,981 
13,526

In the FY 2002 Governor's budget, it was anticipated that FY 2001 collections would be unusually high. As predicted, 
one of the reasons for the high dollar amount and number o f collections related to catching up on a backlog that had 
built up due to staffing vacancy. Additionally, implementation of the unit's new EXCEL database allowed the 
capturing of two years of minor offense fines and related court and collection costs that had previously been 
uncollectable because there was no way to track and match them for the PFD attachment. The unit had projected 
that FY 2002 collections would be about $3.5 million. The unit oversees 87,439 unpaid judgments at this time.
Background and Strategies:
The function of the collections unit is to collect money owed to the state in criminal, civil, and some administrative 
cases. The criminal cases include the cost of imprisonment in driving while intoxicated or refusal cases, cost of 
appointed counsel in cases where a public defender or public advocate appointment is made to represent a 
defendant, outstanding fines and bond forfeitures, and victim restitution. While the courts can collect on fines and 
bond forfeitures (these cases are only transferred to 'he collections unit if they are overdue to the court) the cost of 
appointed counsel cases are automatically transferred to the unit. Civil case collections must have a judgment in 
excess of $250 entered with the court and the money collected must be free for deposit into the general fund.
There are a number of factors that affect the amount collected. The most important factor is the amount and number 
of judgments transferred by the courts. If a judgment is not transferred, it is unlikely the unit will receive voluntary 
payments and cannot seize money from a permanent fund dividend. The second factor is the number and dollar 
value of voluntary payments made by defendants. The only recourse the department has for nonpayment is the 
potential to seize the obligor's permanent fund dividend. Additional factors include the actual amount of the 
permanent fund dividend, the number of defendants applying for dividends; the number of defendants determined to
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4 Budget Request Unit — Civil Division

be eligible for dividends; and other agencies or cases with statutory priority to seize dividends before our seizures 
are possible.

Measure:
Number o f new case files opened, categorized by type o f case, fo r each year fo r the past 10 years; 
Sec 96 (b) (4) Ch 90 SLA 2002(HB 250)

Alaska's Target & Progress:
File Type FY 1993 FY 1991 FY 1995 FY 1996 FY 1997 FY 1998 FY 1999 FY2000 FY200I FY 2002

Oral Advice/Aid lo
Agency
General Liligalion

1.826 1,871 1,718 1,842 1,548 1,122 948 899 865 801

Executions
1,638 1,851 1,851 1,559 1.610 1,770 1,523 1,360 1,498 1,483

Torts
62 61 93 98 63 68 40 41 9 31

Child Support Proceedings
127 128 147 130 134 132 127 135 119 144

Children's Proceedings
1,142 1 ,»156 2,222 1,650 1,848 918 998 1,184 1,126 997

Legislative Drafting
1.130 1,154 1,211 1.007 1,063 1,405 1.434 1.350 1,325 '.277

Legislative Keview
79 51 55 79 111 61 74 86 102 120

Regulations Review
86 151 115 166 120 148 103 144 I I I 156

170 173 146 134 129 168 145 171 156 204

6,260 6,896 7,558 6,665 6,636 5,792 5,392 5,370 5,311 5.213

Background and Strategies:
Child Support Enforcement file openings decreased when a concerted effort was made to resolve concerns using 
the administrative hearing process. In recent years, the number of cases opened by Department of Law has once 
again increased, as a reflection of the growth in this area of state government.
Beginning in FY 1999, Department of Law changed the case opening procedure with respect to mental 
commitments. Prior to FY 1999, a file was opened for each new respondent in a mental commitment case. Because 
so few of the cases go to a hearing, in Y 1999, a new file was opened only if the case went to a hearing. This 
change would have affected General Litigation files.
Some additional factors contributing to changes in file numbers are due to reusing aid-to-agency file numbers rather 
than opening new files each year, and the recent tendency toward mediation rather than litigation. The count on 
other types of files has remained relatively steady over past years. The growth in the child protection category would 
not be detected by an analysis of this type because in general no matter how many times the child reenters the 
system; the case file opened in the original instance is reused

Measure:
Number o f new cases opened relating to protecting children in the state against abuse and neglect;
Sec 96 (b) (5) Ch 90 SLA 2002(HB 250)

Alaska's Target & Progress:
In FY 2002, 505 child protection cases representing 858 Alaskan children were opened statewide.

Background and Strategies:
This represents a 11.9 percent decrease from FY 2001, and a 23.1 percent decrease from FY 2000. Although all 
three Human Services offices saw a decrease in the number of new cases in FY 2002 over FY 2001, southeast still 
opened 3.8% more cases in FY 2002 than in FY 2000.
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Measure:
Percentage o f child abuse and neglect cases completed in the permanency placement backlog;
Sec 96 (b) (6) Ch 90 SLA 2002(HB 250)

A laska's Target & Progress:
661 children were identified for the Balloon Project as having been in out-of-home care 15 of the prior 22 months as 
of November 19,1997. As of 9/15/02, 622 o f these children were in permanent placements, and another 31 were 
legally free for adoption, completing the Department of Law's role in their placement. These children represent 99 
percent of the original cases. New phases (Phases II -VII) involving additional children in out-of-home care have 
been gradually added to the project. The seven phases include more than 2,280 children, and all who were in state 
custody more than 17 months on July 1, 2002. As of 9/15/02,1 ,530 of these children were in a permanent 
placement, and another 321 were legally free for adoption. These children represent 82 percent o f the total project.
Background and Strategies:
See Background and Strategies discussion for Sec. 96 (b)(7).

Measure:
Percentage o f other child abuse and neglect cases that are resolved within the statutory deadline o f no more 
than 21 months o f out-of-home placement;
Sec 96 (b) (7) Ch 90 SLA 2002(HB 250)

Alaska's Target & Progress:
New statutory deadlines for legal action in child abuse and neglect cases became effective on September 14 ,1998 ; 
thus the department looked at 164 children’s cases opened in October and November of that year as the 
benchmark. Of 164, 91 percent had the required legal action taken in their cases within 21 months, and 9 percent, 
the required legal action took 21 months or longer to complete. This year the department looked at 129 children's 
cases opened in December 1999 and January 2000. Of those cases, 86 percent had the required legal action taken 
within 21 months of the child's entry into foster care. In 14 percent of the cases, the required legal action took more 
than 21 months.
The success in meeting statutory deadlines is largely driven by Law's attorney workload. According to the American 
Bar Association, Center for Children and the Law, a reasonable caseload for child protection attorneys is between 
40 and 50 active cases. Caseload statistical data has been developed over the course of the last six years. The 
following average statewide child protection caseloads of Law's Human Services section are "snapshots in time" 
and reflect that the success of our efforts in permanency placement for Alaskan children is largely driven by staff 
levels that result in much more reasonable caseloads per attorney.
October 1 ,1997 95.2
December 9 ,1 998 91.0
September 2, 1999 70.0
September 25, 2000 57.6
October 1, 2001 69.3
September 25, 2002 7G.0

Background and Strategies:
With the passage of Ch. 99, SLA 98, the new state child protection law and the new federal Adoption and Safe 
Families Act, important changes were made as to how long children may remain in the child protection legal system, 
and when certain actions must occur. These new statutory changes at the state and federal level more concretely 
define parental responsibility and the changes move cases to conclusion faster to ensure that when reunification 
with the family is not in the child's best interest, the child can be made legally eligible for placement in a permanent 
home more quickly. The large number of cases placed on the accelerated schedules when the legislation became 
effective severely impacted attorney workloads.
The legislation defines the timelines for permanency hearings and termination of parental rights. As previously 
discussed, in order to achieve those timelines, and in order to eliminate the permanency placement backlog and 
provide the assistance outlined above, the per attorney caseload must be manageable. Maintenance of our existing
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resources for child protection is necessary in order for us to effectively manage this important responsibility. In FY 
2002, for example, we had to cut half o f an attorney position in the Human Services component due to a reduction in 
the Balloon Project funding received i y DHSS. This cut has had a direct impact on the Anchorage Human Services 
section, resulting in an increase in the average per attorney child abuse and neglect caseload.
The gathering of data to supply information for this measure is particularly time intensive as it is not in electronic 
format and requires a lengthy manual process involving physically retrieving files often stored in archives and tallying 
them individually, A better reflection of the success of the child protection system as a whole is available by looking 
at the kind of information that is now available from DFYS new MIS system. It might be more worthwhile to eliminate 
this performance measure in Law's budget and track it in DFYS.

Measure:
Number o f child support enforcement cases completed;
Sec 96 (b) (8) Ch 90 SLA 2002(HB 250)

A laska's Target & Progress:

The FY 2000 increase of more than 200% stems from two factors; first, beginning in February 1998, CSED migrated 
to a new computer system and the ensuing year was a transition period that resulted in far fewer files transferred to 
Law's child support unit; second, an additional attorney was added to the unit in November of 1999. The end of the 
computer system transition period at CSED and the attorney added during FY 2000 resulted in a renewed focus on 
processing these cases.

Background and Strategies:
The child support unit represents the Child Support Enforcement Division (CSED) in court, including paternity 
establishment and disestablishment, modification of child support orders, employer non-compliance actions, criminal 
non-support prosecutions, licensing appeals, and miscellaneous other activities related to enforcement of child 
support orders. In addition, the unit provides legal support in matters relating to administrative child support 
enforcement actions, drafts legislation and regulations, and provides general legal advice to CSED. A reimbursable 
services agreement from CSED funds this work in the Department of Law.
The downturn in the number of cases completed in FY 2001 is an indication of the changing nature of CSED cases. 
Up to the time of the implementation of welfare reform, the bulk of the workload for this unit involved custodial 
parents and obligors who were on public assistance. Dollars related to these disputes were small, oppositions were 
rarely filed, very few cases went to hearing so it was possible to close quite a large number of cases quickly. Since 
welfare reform, there has been a dramatic drop in the number of custodial parents receiving public assistance - 
which was, after all, one of the intentions of welfare reform. However, as a result dollars in dispute tend to be more 
significant, the cases are more complicated and frequent / oppositions are filed. Before welfare reform, just 10% of 
the cases went to a hearing, now about 50% do.
The unit is finding that specializing provides some relief. Some paraprofessionals and attorneys just do paternity 
cases while others handle bankruptcies or appeals. CSED's FY 2003 budget includes sufficient funding to pay for 
the 8 attorney positions designateu to perform this work. At this time, we have been unable to develop a strategy to 
remarkably increase resolving cases short of adding new staff.

Measure:
Number o f collections o f civil and criminal judgments overseen by tho collections unit. 
Sec 96 (b) (9) Ch 90 SLA 2002(HB 250)

FY 1999 
FY 2000 
FY 2001 
FY 2002

Number o f C losed Files
688

1,425
1,328
1,420
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Alaska's Target & P rog ress :
FY 2000 - 76,000 approximately 
FY 2001 -81 ,565 
FY 2002 - 87,439

 ________   Budget Request Unit — Civil Division
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■4 Component — Oil & GasBRU/Component: Statehood Defense 
Component Mission

Mission statement appears at the department summary level.

Component Services Provided
ENDANGERED SPECIES ACT CASES: These cases involve the efforts of the National Marine Fisheries 
Service to protect Columbia River fall Chinook salmon, listed as endangered under the Endangered Species 
Act, by restricting chinook salmon harvest in Alaska. The state considers the restriction unreasonable because 
it will have an insignificant effect on the salmon population, which has been decimated by the dams on the river 
system. To that end, Alaska promotes the efficacy of the conservation and allocation levels achieved under the 
Pacific Salmon Treaty abundance-based management, and is working with NMFS to ensure that salmon 
recovery efforts fairly address the effect of habitat degradation on the productivity of salmon. In addition, the 
state is actively involved in NMFS' efforts to revise its salmon hatchery policy, both as it relates to listing 
decisions and recovery efforts.

The state closely follows federal regulations intended to protect the western stock o f Steller sea lions, which 
has been listed as endangered. The National Marine Fisheries Service has imposed dramatic restrictions on 
fishing in federal waters, especially near-shore areas most accessible to fleets based in coastal Alaska towns 
and villages, although there is no scientific agreement that such restrictions are likely to have any affect on the 
sea lion population. The state follows the federal regulations to protect coastal fisheries and the state's 
authority to manage fisheries that occur in state waters.

SUBMERGED LANDS CASES: The State of Alaska took title to all the lands underlying navigable waters within 
its borders at statehood; under the Equal Footing Doctrine, such lands pass to new states automatically, as a 
matter of constitutional right. However, in response to the United States' reluctance to recognize the state's title, 
Alaska has been forced to protect its title in several instances,
ACCESS CASES: Because of the patchwork of land ownership in Alaska among the state, the United States, 
and private landowners, and because of the lack o f public infrastructure, access is extremely important to the 
public. The state recently settled litigation against the United States on an RS2477 right-of-way, the Juilan Mine 
Road, securing a permanent right-of-way in Southeast Alaska. Additionally, the state has several other cases 
where access is a primary issue, and the state periodically reviews proposed federal Public Use Management 
Plans to comment on public access issues. The state has also filed suit challenging the Forest Service's 
“Roadless Rule," regulations that prohibit building roads and timber harvests except in very limited 
circumstances in all roadless areas of National Forests.

ANILCA MATTERS: The department provides ongoing legal advice to the Department of Fish and Game as it 
works to implement dual management of subsistence resources, and closely monitors the actions of the 
Federal Subsistence Board.
PROTECTION OF SALMON RESOURCES: The department is fighting to protect Alaska's salmon resources 
on several fronts. First, we provide legal advice to the Department o f Fish and Game in the Pacific Salmon 
Treaty arena. In this capacity, we work closeiy with Alaska’s treaty negotiators to develop strategy for treaty 
negotiations and implementation within the United States Section and bilaterally with the Government of 
Canada. Second, we handle litigation that arises out of the Pacific Salmon Treaty. Finally, we remain in 
litigation against the Pacific Northwest Indian Tribes in United States v. Washington. In this case, the Tribes 
seek a ruling that the treaties they entered with the United States in the 1850's entitle them to a share of the 
salmon caught in Southeast Alaska. The parties have filed a stipulation to stay the case as a result of the 1999 
amendments to the Pacific Salmon Treaty recently agreed upon by the United States and Canada.

REVIEW OF FEDERAL LEGISLATIVE, REGULATORY, AND ADMINISTRATIVE PROPOSALS: The 
department frequently comments on and drafts amendments to bills before Congress on a wide range of 
resource related topics including amendments to the Alaska Native Claims Settlement Act, the Alaska National 
Interest Lands Conservation Act, and the Endangered Species Act. The department also assists with state
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__________________________________________________________________________________Component —  Oil & Gas
comments on federal proposals such as the Forest Service Roadless Initiative, and designation of new national 
monuments in Alaska.

Component Goals and Strategies
The Statehood Defense group of the Department of Law litigates issues raised by conflicts between state and 
federal jurisdiction.- The group handles a variety of complex cases that will have a profound and lasting impact 
on management of Alaska's natural resources. The state frequently must defend against encroachment by 
the federal government into areas traditionally regulated by the state.

1. To protect Alaska's salmon resources in the Pacific Salmon Treaty.

- Southern U.S. treaty parties adhere to long-term agreement for the sharing of chiriook salmon.

- Southern U.S. treaty parties adhere to the Habitat and Restoration Agreement commitment to protect 
and restore salmon habitat, and ensure adequate water quality and quantity for the safe passage of salmon 
to and from their natal streams.

2. To participate in the ESA process as it relates to Pacific salmon and litigate when needed to protect 
Alaska against unreasonable restrictions on harvest levels of salmon listed under the Endangered Species 
Act, when Alaska's incidental take has little measurable effect on the number of fish returning to spawn.

3. 1 o protect access to state and private lands and on public waters across Alaska.

- Alaska continues to litigate title to the RS 2477 rights-of-way.
- Alaska files suit or otherwise acts to protect access on navigable waters restricted by upland owners.
- Alaska publishes maps and pamphlets to educate the public about their rights to access public 
waterways and easements as well as the limits on use of private uplands.

- Alaskans are able to exercise their rights to access state and private lands through federal lands.

- Alaska provides information to BLM that convinces it to declare waterways navigable within the survey 
windows it is completing.
-Alaska is challenging the Forest Service's Roadless Rule.

4. To litigate to protect the State's title to navigable waters.
- Alaska continues its suit in the United States Supreme Court to quiet title to the submerged lands 
underlying the marine waters of the Tongass National Forest and Glacier Bay National Park.

5. To continue to advise the Department of Fish and Game on federal subsistence issues and to provide 
regular advice on state interaction with the federal subsistence program

-The federal subsistence program considers the state's comments on proposed regulations, places 
conservation first, and does not infringe upon the state's regulatory authority or unnecessarily restrict the 
use of the state's fish and game by qualified subsistence, sport, or commercial users under state law.
- Protocols are developed to facilitate dual management by the state and federal programs.

6. To litigate or otherwise protect Alaska's jurisdiction to manage, protect, and use its own resources against 
challenges by or on behalf of the federal government.
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- Alaska will be free to regulate activities on navigable waters and on state and private lands without 
interference from the United States.
- Alaska will work cooperatively as partners with adjacent federal land managers as appropriate.

Key Component Issues for FY2003 -  2004
1. The State filed A l a s k a  v. U n i te d  S t a l e s  as an original action in the United States Supreme Court against the 

United States in November 1999. The State's purpose in filing the suit is to quiet title to the lands 
underlying marine waters in Southeast Alaska. The State’s amended complaint raises four counts.
These counts can be divided into two groups. Counts I and II require a determination of the seaward 
boundary of the State of Alaska. As a general rule, the United States has confirmed or granted to states 
title to lands beneath navigable waters within their boundaries. States have no claim to lands seaward of 
their boundaries, which are part of the Outer Continental Shelf (OCS).
The case also raises the issue o f whether the marine submerged lands at issue in this case passed to 
Alaska at statehood or whether the United States reserved them prior to statehood and intended to defeat 
the State's title at statehood. Counts III and IV address the marine submerged lands within the exterior 
boundaries o f Tongass National Forect and Glacier Bay National Monument (now Glacier Bay National 
Park and Preserve).

The Court has appointed a Special Master to oversee the case, Professor Gregory Maggs of George 
Washington Law School, who has a web site for the case: 
http;//www.law.qwu.edu/facweb;’qmaqqs/128oriq/docket.htm

The parties have filed motions and cross-motions for summary judgment on all four counts in the 
complaint. Briefing on the motions will be complete in late December, and oral argument will be in 
February, 2003. Because the Master will have close to 1,000 pages of briefs to review and rule on, a 
decision on summary judgment is not expected until the summer of 2003. Trial on remaining issues will be 
scheduled for the summer o f 2004.

2. Subsistence Litigation - Very little remains of the large subsistence caseload of a few years ago. Several of 
the cases were dismissed, and several went to judgment. The state continues to litigate issues raised by 
the plaintiffs' claims for attorney fees in two cases, Q w n h a g a k  v . U n i te d  S t a t e s ,  Ninth Circuit No. 01-35430, 
and K a t i e  J o h n  v . U n i te d  S t a t e s ,  District Court No. A90-484-CV (HRH). The state has paid most of the 
fees in Q u i n h a g a k , but has on appeal to the Ninth Circuit two issues with over $100,000 at stake. The 
plaintiffs in K a t i e  J o h n  have asked for $800,000 in fees and costs, plus interest, and litigation on these fees 
is awaiting decision in the district court.

Major Component Accomplishments in 2002
On Access to stale and private lands and on public waters across Alaska:

• Alaska quieted title to the Jualin Mine RS 2477 road.
• Alaska has continued to provide information and develop pamphlets for public distribution educating the 

public on its rights to access public waterways and easements, as well as the limits on use of private 
uplands.

• Alaska has educated individual property owners about public rights of access to public waterways.
On litigation to protect the State's title to navigable waters:
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• Alaska continued litigation in its an original action in the United States Supreme Court to quiet title to all 

lands underlying marine waters in Southeast Alaska, including those within Glacier Bay National Park and 
the Tongass National Forest.

On Protection o f Salmon Resources:

• The department has assisted the Department o f Fish and Game in providing comments, as s co-manager, 
on the draft hatchery policy being developed by NMFS. This review and status reviews for the 24 listed 
ESUs with hatchery components was prompted by the Oregon federal district court decision in Alsea Valiev 
Alliance v. Evans. Alaska continues to be involved in these processes.

• Alaska continues to act as a cooperating agency in the preparation of a Programmatic Environmental 
Impact Statement (PEIS) addressing the coastwide salmon fishery. The department has recently assisted 
the Department of Fish and Game in commenting on the Draft PEIS.

• The department continued to advise the Department o f Fish and Game on federal subsistence issues and 
to provide regular advice on state interaction with the federal subsistence program.

• The department successfully petitioned the Federal Subsistence Board for reconsideration o f sportfishing 
restrictions on the Kuskokwim River.

• The department has assisted the Department of Fish and Game in commenting on two major 
environmental impact statements on federal groundfish fisheries off the Alaska coast, and a biological 
opinion analyzing the effect of state and federal fisheries on endangered Steller sea lions.

• The department has advised the Department of Fish and Game on the requirements of the federal Marine 
Mammal Protection Act and the federal Endangered Species Act with respect to commercial fisheries in 
Alaska. 1

• The department is in litigation against the United States challenging the Forest Service’s Roadless Rule.
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_____________________  Component —  Oil & GasOil and G?.s Litigation and Legal Services Budget Request Unit
BRU Services Provided

Most of the state's operating revenues are derived from oil and gas corporate income taxes, production taxes, 
and royalties on Alaska North Slope ("ANS") crude oil. The value of that crude for production tax and royalty 
purposes is largely determined by the price that ANS commands in its destination markets, less the costs o f 
transporting it to those markets. The transportation costs, in turn, consist primarily of the tariffs charged by the 
Trans-Alaska Pipeline System ("TAPS") and the producers’ tanker costs. Accurately determining ANS 
destination values, allowable transportation costs, and corporate income ensures the integrity of the state's 
fiscal system.
The Oil and Gas Litigation and Legal Services appropriation funds legal services related to these and other oil 
and gas development issues. These services include tariff monitoring and disputes with the owners of TAPS 
and other oil pipelines in Alaska, and the assessment and collection of unpaid royalties and taxes from oil and 
gas producers. The contracts with outside counsel and expert consultants on large or complex oil and gas 
cac s are also funded by this appropriaticn, as are the legal services related to lease sales, drafting and 
inter, -eting oil and gas statutes and regulations, pipeline right-of-way issues, and oil and gas conservation.
Because legal services related to oil and gas development have a significant effect on that development and 
the amount of state revenue derived from it, these services are funded separately within the Department of 
Law's operr'ing budget This enhances the ability of the governor and the legislature to ensure that an 
appropriate level of funding is made for these sea'ices.
OIL PIPELINE-RELATED CASES
The state has expended substantial resources to monitor compliance with the 1985 TAPS settlement. The 
department performs this function by reviewing and challenging tariff filings by the owners of the pipelines 
operating in the state. This vigilance can earn the state millions of dollars annually. As production of oil 
continues to uecl ne in Alaska, this monitoring is becoming more and more important because transportation 
costs through TAPS are a major component of total transportation costs to destination markets.
A TAPS shipper protested intrastate tariffs before the Regulatory Commission of Alaska. Intrastate and 
interstate tariffs are set according to the TAPS Settlement Methodologies (TSM), agreed to in 1985. The state 
has achieved significant benefits from the TSM, both interstate and intrastate, and is contractually obligated to 
defend the methodologies. While the state regularly monitors tariffs to ensure that the methodologies are 
correctly followed, the protest raised in this case challenges some of the bases of the TSM methodology. 
Phase I of this hearing was completed in August, 2001, and a decision is expected any time. Following the 
decision, Phase II of the hearing will commence. As a major rate case, the matter requires significant 
assistance from contract counsel and experts.
The department also will finance an annual audit of Alyeska Pipeline Services Company and the major owner 
companies to determine if certain operating and capital costs are properly included in the TAPS tariff. 
Information revealed during the audit forms the basis for future tariff protests. Litigation may result if Alyeska 
and the owners fail to respond adequately to the state's requests for information.
Another case that has not been resolved involves a dispute among TAPS shippers and the state over the 
effects on tariffs caused by quality bank adjustments, which are adjustments made to compensate for the 
different qualities of crude oil and refinery return streams flowing through TAPS. This case is currently 
scheduled for a lengthy administrative hearing to begin in October, 2002.
The state also has begun litigation over the tariffs filed by BP for the Northstar Pipeline, a feeder pipeline to 
TAPS. This case is scheduled for a hearing before the Federal Energy Regulatory Commission in October. 
2003.
Renewal of the TAPS right-of-way lease, which expires in 2004, is a major project that has required and will 
continue to require significant attention and resources. Together with Alyeska and the federal government, the 
state has evaluated the TAPS' owners’ compliance with the existing lease terms. The commissioner of the
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__________________________________________________________________________________ Component —  Oil & Gas
Depart, nent of Natural Resources has issued a preliminary determination authorizing a 30-year lease renewal. 
The department will assist DNR in preparation of tho final determination and the lease, and will assist in any 
challenges or appeals to the agency's action.
GAS PIPELINE-RELATED ISSUES
The department will also provide legal assistance to the Departments o f Revenue and Natural Resources, 
among others, in support of the Alaska North Slope natural gas development project. This is likely to include 
(1) assisting these departments in crafting proposals for changes to the state's tax and royalty regimes in 
response to producer requests for greater fiscal certainty; (2) drafting legislative or regulatory language 
necessary to imp ement any changes to the state’s fiscal regime or other state laws that will imp'ove the 
viability of the hioject; and (3) assisting DNR and other agencies with their various permitting responsibilities 
related to the project.
In addition, after the producers file an application for a certificate of public convenience and necessity with the 
Federal Energy Regulatory Commission, this department will be responsible for representing the state’s 
interests in the project before that agency. Both in-house and outside counsel will be used in this endeavor. 
Energy legislation currently before the U.S. Congress could influence whether the producers will proceed with a 
pipeline project during FY 2004, and the timing of design and permitting work.
TAX CASES
This department is pursuing millions of dollars in past-due taxes and interest that are owed by oil and gas 
producers to the state. In some cases, thousands o f documents have to be examined and numerous potential 
witnesses have lo be interviewed or deposed in order to prepare for hearing. These hearings can last for 
weeks. At this time, one tax case is in an intensive discovery stage for a hearing scheduled for August, 2003, 
There is a strong possibility that at least one more case will also proceed to hearing, Nevertheless, the 
department will be expending far less money on these cases in FY2004 than it has in the not-too-distant past, 
as a consequence of its successful efforts to resolve most of the state's major disputes with its oil and gas 
producers.
The department also anticipates that it may litigate complex property tax cases involving oil and gas properties 
during FY2004. These cases may require the advice and testimony of expert witnesses, and may require the 
assistance of contract counsel.
ROYALTY CASES
Royalty disputes regularly arise between the oil and gas producers and the state. Although the department 
handles most of these disputes in-house, assistance from outside counsel and experts is sometimes 
necessary. For example, producers have reopened negotiations over the previously settled Alaska North Slope 
royalty disputes based on changes in marketplace value and transportation costs. The department will require 
assistance from some of the outside attorneys and experts originally involved in the royalty dispute.

BRU Goals and Strategies
The BRU's goals and strategies for accomplishing those goals, include:
To ensure the state obtains the full amount of the tax and royalty revenues to which it is entitled from oil and 
gas development, by assisting the department's client agencies in enforcing the state's oil and gas royalty and 
taxation statutes, and regulations and agreements.
To ensure the state obtains the full amount of the tax and royalty revenues to which it is entitled from oil and 
gas development, by monitoring interstate and intrastate pipeline transportation expenses that reduce oi. and 
gas valuation, litigating pipeline transportation cost disputes that cannot be resolved, negotiating reasonable 
pipeline transportation cost settlements, and enforcing pipeline transportation cost agreements in the event o f a 
breach.
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Component — Oil & Gas
To ensure that state lands are developed in a manner that maximizes the value of the state's oil and gas 
resources to Alaska’s citizens, by defending legislative and agency decisions related to that development from 
legal challenges.
To ensure that state lands are developed in a manner that maximizes the value of the state's oil and gas 

isources to Alaska’s citizens, by providing client agencies with legal advice and other assistance necessary to 
iable them to carry out their statutory and regulatory responsibilities related to that development.

Key BRU Issues for FY2003 - 2004

Appropriations for Oil and Gas Litigation have steadily declined from $32.9 million in FY 1994, to $11.9 million
in FY 1997, $4.7 million in FY2002, and to $4.5 million in FY2003.
The amount requested for this BRU over the last few years reflects r. siiarp reduction in the use of outside 
counsel and a major shift of responsibility for major oil and gas litigation from outside counsel to staff attorneys. 
The department attorneys litigate most tax cases with little or no assistance from outside counsel and 
consultants. However, the department will continue to require substantial amounts to cover the cost of experts 
and document handling for these cases, and will use outside counsel for large cases that proceed to hearing.
Although the amounts requested to pursue the state's oil and gas litigation efforts are significr t, they will return 
substantial revenues to the state treasury. The department is careful to ensure that the state's, litigation 
resources are managed to their best advantage. Outside counsel costs are contained by closely supervising
their contracts and shifting substantial case responsibility to staff attorneys.

Major BRU Accomplishments in 2002
• The department, with the Departments of Revenue and Natural Resources, collected approximately $94 

million (including interest) in back taxes and royalties owed by oil and gas companies.

• The department negotiated a settlement with the Alpine Transportation Company in whkh the parties 
agreed to a methodology for setting pipeline tariff rates for the Alpine Pipeline, a feeder line to TAPS.

• The department negotiated a settlement with Unocal that significantly increased the royalty value Unocal 
pays the state for Cook Inlet gas.

• The department assisted the Department of Revenue in resolving several disputes concerning property tax 
assessments of oil and gas properties.

• The department reviewed a proposed merger and ultimately approved a settlement, along with other states 
and the federal government, of an antitrust action relating to a merger of two major oil and gas companies.

• The department assisted the Department of Revenue in making significant revisions to regulations 
involving property and production taxes.

• The department advised the Department of Natural F>esources, the Gas Pipeline Office, and other state 
agencies concerning a proposed natural gas pipeline from the North Slope to Alberta.
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D e p a r t m e n t  o f  L a b o r  a n d  W o r k f o r c e
D e v e l o p m e n t
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A L A S K A  D E P A R T M E N T  O F  L A B O R  A N D  

W O R K F O R C E  D E V E L O P M E N T

F Y  2 0 0 3  M a n a g e m e n t  P la n  B u d g e t  O v e r v ie w

FY 03 General Fund Enacted Operating Budget Comparison

State o f Alaska 
Operating Budget

Department o f 
Labor (0 .4% )

The Department of Labor and Workforce Development’s mission is to promote safe and fair 
working conditions and to advance opportunities for employment.



AGENCY CONTACTS

D E P A R T M E N T  O F  L A B O R  A N D  W O R K F O R C E  D E V E L O P M E N T

G re g  O’C la ra y , C o m m issio n er 
E d  F is h e r, D ep u ty C o m m issio n er

M a rk  T o rg erso n , H e a rin g  E x a m in e r 
A la s k a  L a b o r R e latio n s A g en cy

J i m  S a n d e rs , E x e cu tiv e  D irecto r 
A la s k a  W orkforce In v e stm e n t B o a rd

Jo E lle n  H a n ra h a n , A c tin g , D irecto r 
A d m in istra tiv e  S erv ice s D ivisio n

T e d  B u rk e , A c tin g  D irecto r 
E m p lo y m e n t S e c u rity  D iv isio n

H a li D enton, A ctin g  D ire cto r 
L a b o r S ta n d a rd s &  S a fe ty  D ivisio n

P a u l G ro ssi, D irector 
W o rk er's C om pensation D ivisio n

D ave Q u isen b erry, A c tin g  D irecto r 
V ocational R eh a b ilitatio n  D ivisio n

465-2700
465-2700

269-4895 (Anchorage)

269-7490 (Anchorage)

465-2720

465-2712

465-4855

465-2790 -

465-2814



State of Alaska
FY 03 Enacted Operating Budget Comparison 1/17/2003

Source: Legislative Finance Summary dated 8/15/02

Positions
General Total Non-
Funds Funds PFT PPT Perm

1. Education & Early Dvlp 754,782.9 1. Health & Social Services 1,479,442.6 1. University of Alaska 3,554 232 0
2. Health & Social Services 487,670.1 2. Education & Early Dvlp 998,971.0 2. Transportation 2,980 600 12
3. University of Alaska 205,815.0 3. University of Alaska 611,774.3 3. Health & Social Services 2,429 59 30
4. Corrections 154,796.7 4. Transportation 351,042.4 4. Corrections 1,472 3 0
5. Administration 150,865.3 5. Administration 301,636.0 5. Administration 1,393 111 112
6. Transportation 94,150.1 6. Corrections 180,762.2 6. Fish & Game 882 888 141
7. Public Safety 77,649.3 7. Revenue 162,102.0 7. Labor 8. Workforce Dvlp 844 59 9
8. Alaska Court System 53,377.0 8. Community & Economic Dvlp 151,862.9 8. Revenue 819 25 45
9. Community & Economic Dvlp 40,551.4 9. Fish & Game 134,873.5 9. Public Safety 758 20 1
10. Legislature 37,066.8 10. |Labor & Workforce Dvlp 121,587.8 10. Alaska Court System 678 52 26
11. Natural Resources 34,096.2 11. Public Safety 107,287.7 11. Natural Resources 608 237 99
12. Fish & Game 30,102.6 12. Natural Resources 79,286.3 12. Community & Economic Dvlp 501 6 0
13. Law 25,390.4 13. Alaska Court System 54,256.1 13. Environmental Conservation 488 10 6
14. Governor 17,776.9 14. Environmental Conservation 52,402.2 14. Law 474 18 0
15. Environmental Conservation 12,013.0 15. Law 47,072.9 15. Education & Early Dvlp 412 115 3
16. Labor & Workforce Dvlp 9,756.6 16. Legislature 37,891.1 16. Military & Vet Affairs 258 3 1
17. Revenue 9,157.6 17. Military & Vet Affairs 33,191.5 17. Legislature 240 277 0
18. Military & Vet Affairs 7,203.2 18. Governor 21,149.3 18. Governor 177 4 55

Total 2,202,221.1 Total 4,926,591.8 Total 18,967 2,719 540



Development
•*'

FY 03 Management Plan Budget by Division - Budget $121,587.8

D e p a r t m e n t  o f  L a b o r  a n d  W o r k f o r c e

Workers' Compensation - 6% 

Labor Standards & Safety - 5%

Administrative Services -1 1%

Vocational Rehabilitation -19%

Commissioner’s Office - 2%

FY 03 GENERAL FUND Management Plan Budget by Division

T h e  D e p a rtm e n t is  co m p rise d  o f the C o m m issio n e r's  O ffice, w h ic h  in clu d e s the 
A la s k a  L a b o r  R e la tio n s  A g e n c y  a n d  th e A la s k a  W o rk fo rce  In v e s tm e n t B o a rd , a n d  
fiv e d iv isio n s:

A d m in is t r a t iv e  S e rv ic e s  
W o rk e rs ' C o m p e n sa tio n  
L a b o r  S t a n d a r d s  &  S a fe ty  
E m p lo y m e n t S e c u rity  
V o c a tio n a l R e h a b ilita tio n



2 %

OFFICE OF THE COMMISSIONER - Budget $1,772.1

□  General Funds ($702.3)
□  Other Funds ($1,069.8)
□  Remainder of Department

T h e  O ffice is  co m p rised  o f th re e  com ponents:
O ffice o f th e C o m m issio n e r - ($360.3 G F )  
A la s k a  W o rk fo rce In v e s tm e n t B o a rd  
A la s k a  L a b o r  R e la tio n s  A g e n c y  - ($342.0 G F )

Commissioner's Office

Anchorage
Juneau

1 full time 
6 full time



O F F IC E  O F  T H E  C O M ~M JS S IO N E R

T h e  m is s io n  o f th e O ffice o f th e  C o m m is s io n e r is  to p ro v id e  su p p o rt a n d  
p o licy d ire ctio n  to d iv is io n s  w it h in  th e d e p a rtm e n t.

Commissioner’s Office
T h e  C o m m is s io n e r's  O ffice co m p o n en t p ro v id e s d ire c tio n  to the d e p a rtm e n t's 
d iv is io n s  in  th e a d m in is t r a tio n  o f th e  d e p a rtm e n t's  p ro g ra m s  to fu lfill th e 
m issio n  o f p ro v id in g  fo r th e w o rk p la c e  s a fe ty  a n d  econ om ic w e lfa re  of 
A la s k a ’s w o rk e rs .

Alaska Labor Relations Agency
T h e  A la s k a  L a b o r  R e la tio n s  A g e n c y  co m p o n en t fa c ilita te s  th e  re so lu tio n  of 
d is p u te s b e tw ee n  o rg a n iz e d  la b o r a n d  p u b lic  e m p lo y e rs  in  th e sta te . T h e  
A g e n c y  p ro m o tes co o p e ra tiv e  re la tio n s  b e tw ee n  g o v e rn m e n t a n d  its 
em p lo yee s a n d  p ro te cts th e p u b lic 's  in te re s t  in  th e p ro v is io n  o f u n in te rru p te d  
g o v e rn m e n t s e rv ic e s .

Alaska Workforce Investment Board
T h e  A la s k a  W o rk fo rce  In v e s tm e n t B o a r d  p ro v id e s o v e rsig h t for p ro g ra m  
co o rd in a tio n  a m o n g  A la s k a ’s h u m a n  re so u rce  in v e s tm e n t p ro g ra m s, p e rfo rm s 
e v a lu a tio n s  o f p ro g ra m  p e rfo rm a n c e , a n d  p ro v id e s re co m m e n d a tio n s fo r 
h u m a n  re so u rce  in v e s tm e n t p ro g ra m  im p ro v e m e n t to th e  G o v e rn o r a n d  the 
L e g is la t u r e .

Issues
P r e p a r e  a n d  p la n  lo r  th e  m a x im u m  u se o f A la s k a 's  re s id e n t w o rk fo rce for the 
co n stru ctio n  an d  o p e ra tio n  o f a n y  p o te n tia l A la s k a  g a s  lin e , A N W R  
d e v elo p m en t and/or m is s ile  d efen se in s ta lla tio n .
C o o rd in a te  th e e m p lo y m e n t a n d  jo b  t r a in in g  fu n ctio n  fo r m u lti-d e p a rtm e n ta l 
efforts to a s s is t  c o m m u n itie s  e x p e rie n c in g  econ om ic d is tre s s .
Im p le m e n t th e u s e r fee p a sse d  b y  th e L e g is la t u r e  to a d d re s s  th e sta te w id e  
in sp e ctio n  b ack lo g s.
A s s is t  in  p ro v id in g  u n in te rru p te d  g o v e rn m e n t se rv ic e s to th e p u b lic b y 
co n d u ctin g  a ll c e rtifica tio n  a n d  d e ce rtifica tio n  electio n s w ith in  sta tu to ry  
re q u ire m e n ts .



A D M I N I S T R A T I V E  S E R V I C E S  D I V I S I O N  -  B u d g e t  $ 1 3 , 8 1 2 , 1

□ General Funds (S817.0)
■ General Fund Match ($491.2) 
0  Federal Funds ($8,428.0)
□ Other Funds ($4,075.9)
□ Remainder of Department

Department of Labor's FY 03 Management Plan Budget

T h e  D iv is io n  is  co m p rise d  o f fo u r com ponents:
M a n a g e m e n t S e rv ic e s  - ($4 1 7 .1  G F M )
D O L  S t a te  F a c ilit ie s  R e n t - ($2 4 6 .5  G F )
D a t a  P ro c e s s in g  - ($1 1 4 .7  G F )
L a b o r  M a rk e t In fo rm a tio n  - ($4 5 5 .8  G F ,  $ 7 4 .1  G F M )

7



A D M IN IS T R A T IV E  S E R V IC E S  D IV IS IO N

T h e  m is s io n  of th e D iv is io n  o f A d m in is t r a t iv e  S e rv ic e s  is  to p ro vid e su p p o rt 
se rv ic e s  to d e p a rtm e n ta l p ro g ra m s.______________

Management Services
T h e  M a n a g e m e n t S e rv ic e s  com pon ent p ro v id e s b u d g e t p la n n in g , m o n ito rin g  
a n d  re p o rtin g ; fe d e ra l, sta te  a n d  u n e m p lo y m e n t in s u ra n c e  t r u s t  fu n d  
a cc o u n tin g ; p u b lica tio n  fu n ctio n s; h u m a n  re so u rc e  m a n a g e m e n t; an d  
p ro c u re m e n t, m a il a n d  office sp ace m a n a g e m e n t to d e p a rtm e n ta l p ro g ra m s.

Labor Market Information
T h e  L a b o r  M a rk e t In fo rm a tio n  co m p o n ent co llects, a n a ly z e s  a n d  p u b lish e s 
in fo rm a tio n  on em p lo ym e n t, u n e m p lo y m e n t, w a g e  r a t e s , o ccu p atio n al 
in ju rie s , p o p u la tio n  e stim a te s a n d  fo re ca sts, a n d  o th er econom ic an d  
d e m o g ra p h ic  in fo rm a tio n .

Data Processing
T h e  D a ta  P ro c e s s in g  com ponent p ro v id e s lo n g -ra n g e  p la n n in g , project 
m a n a g e m e n t, m a in fra m e  an d  d is trib u te d  s y s te m s  a p p lic a tio n s  a n a ly s is  an d 
p ro g ra m m in g , d a ta b a se  and s e c u rity  a d m in is tra tio n  a n d  n e tw o rk  se rv ice s 
in s t a lla tio n s  a n d  su p p o rt.

State Facilities Rent
T h e  S t a te  F a c ilit ie s  R e n t  com ponent w ill fu n d  n e c e s s a ry  m a in te n a n c e  a n d  
h e lp  p re v e n t fu tu re d e ferred  m a in te n a n ce  p ro b le m s in  th e F a ir b a n k s  
R e g io n a l O ffice B u ild in g .



I s s u e s

D a ta  p ro c e ss in g  is s u e s  in c re a s e  a s co m p u te rs becom e a p r im a r y  tool to 
a c c o m p lis h  b u s in e s s  in t e r n a lly  an d  e x te rn a lly . Is s u e s  in clu d e :

• R e c ru itm e n t a n d  re te n tio n  o f d a ta  p ro ce ssin g  s t a ff  co n tin u e s a s a 
c ritic a l p ro b lem  d u e to a lim ite d  a v a ila b ility  o f h ig h ly  tra in e d  
in d iv id u a ls  a n d  th e lim ite d  s a la r y  p o te n tia l.

• T r a n s it io n in g  to n e w e r tech n o lo g y is  a n  in c re a s in g  co n cern  a s th e 
s ta te  re a s s e s s e s  th e  ro le  o f th e  m a in fra m e  a n d  a s e lectro n ic filin g  
a n d  p a y m e n t o p tio n s becom e m a in s tre a m .

• Im p a c ts  from  m e e tin g  n ew  fe d e ra l m a n d a te s, su ch  a s th e 
T e m p o r a r y  E x te n d e d  U n e m p lo y m e n t C o m p e n sa tio n  p ro g ra m .
T h e s e  m a n d a te s  c a n  re q u ire  im m e d ia te  ch a n g e s to s y s te m s  
r e s u ltin g  in  a s h ift  o f re so u rc e s and/or d e fe rm e n t o f s y ste m  
d e v elo p m en t a n d  m a in te n a n c e . O n  th e h o rizo n  is  th e U l  R e fo rm s 
le g is la tio n , an d  the H e a lt h  In s u r a n c e  P o r ta b ility  &  A c c o u n ta b ility  
A c t  o f 1996 ( H IP P A ) .

• S e c u r it y  re q u ire m e n ts  in c re a se  a s  m o re p u b lic  access a n d  w ire le s s  
sy s te m s  a re  developed . In  m a n y  c a se s, th e n e c e s s a ry  in fra s tru c tu re  
fo r im p le m e n tin g  a d e q u ate  s y s te m  s e c u rity  does not y e t  ex ist.

T h e  fu n d in g  fo r L a b o r  M a rk e t In fo rm a tio n  is  not k e e p in g  pace w ith  the 
g ro w in g  need for econom ic in fo rm a tio n .

• B u r e a u  o f L a b o r  S t a tis tic s  fe d e ra l fu n d in g  h a s  re m a in e d  fla t  even 
th o u g h  m o re so p h istic a te d  m o d e lin g  a n d  s a m p lin g  p ro ced u re a re  
n o w  re q u ire d , a n d  the ste a d y  g ro w th  in  em p lo ye rs h a s  in c re a s e d  
th c  w o rk lo a d .

• T h e  v ia b ilit y  o f o b ta in in g  d e m o g ra p h ic  a n d  ce n su s d a ta  is  m o re 
v u ln e ra b le  as th e sta te  fu n d in g  m ix  ch an ges. T h e  p u b lic a n d  o th er 
s ta te  ag e n cie s u se  the d e m o g ra p h ic a n d  ce n su s d a ta  r e g u la r ly . F o r  
ex a m p le , it  is  u sed  in  the a llo c a tio n  o f s ta te  re v e n u e  s h a r in g . W h e n  
d ire c t g e n e ra l fu n d s d e cre a se , fu n d s m u s t be o b tain ed  fro m  o th er 
so u rce s su c h  a s sta te  agen cies.

C o m p lia n c e  w ith  red u ced  tim e fra m e  for s u b m ittin g  fe d e ra l U n e m p lo y m e n t 
T r u s t  F u n d  ( U T F )  re p o rts.
A  r a t e  in c re a s e  for th e sta te  F a ir b a n k s  R e g io n a l O ffice B u ild in g  re s u lts  in  a 
need fo r a d d itio n a l fu n d s.
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W O R K E R S '  C O M P E N S A T I O N  D I V I S I O N  -  B u d g e t  $ 7 , 1 0 5 . 8

□ General Funds ($139.9)
□ Program Receipts ($29.9)
□ Second Injury Fund ($3,177.6)
□ Fishermen's Fund ($1,312.2)
■ Workers Safety Fund ($2,393.4)
□ Other Funds ($52.8)
□ Remainder of Department

Department of Labor’s FY 03 Management Plan Budget

T h e  D iv is io n  is  co m p rised  o f th re e  com p on ents:
W o rk e rs' C o m p e n sa tio n  - ($ 1 3 9 .9  G F ,  $ 2 9 .9  P R )  
S eco n d  In ju r y  F u n d  
F is h e rm e n 's  F u n d

Workers' Compensation
Anchorage 21 full time
Fairbanks 3 full time
Juneau 11 full time

1 part time

Workers' Compensation Division

Second Injury Fund 
Juneau 3 full time

Fishermen's Fund 
Juneau 3 full time

10



W O R K E R S ’ C O M P E N S A T IO N  D IV IS IO N

T h e  m is s io n  o f th e D iv is io n  of W o rk e rs ' C o m p e n sa tio n  is  to e n su re  th a t 
in ju re d  A la s k a  w o rk e rs  receive fa ir  b enefits._________________________________

Workers’ Compensation
S e r v e s  a s  a d m in is tra tiv e  a rm  to the A la s k a  W o rk e rs ’ C o m p e n sa tio n  B o a r d  to 
im p le m e n t th e sta te 's  w o rk e rs ’ co m p en satio n  la w  to e n su re  t h a t  elig ib le 
A la s k a  w o r k e r s  a re  p ro v id e d  m e d ic a l ca re  a n d  p ro m p t p a y m e n t o f b e n e fits.
A d ju d ic a te  d isp u te s re g a rd in g  w o rk e rs ’ co m p en satio n  co v erage b etw een  
em p lo yee s a n d  e m p lo y e rs, or th e ir  in s u re rs , th ro u g h  m e d ia tio n  or 
a d m in is t ra tiv e  h e a rin g s .
Id e n tify  a n d  in v e s tig a te  u n in s u re d  em p lo yers.
M a in ta in  a  d a ta b a se  o f a ll asp ects o f w o rk e r’s co m p en satio n  a c tiv ity .
A d m in is t e r  th c  v o lu n t a r y  re e m p lo y m e n t b en efits p ro g ra m  th a t offers 
tr a in in g  to th o se in ju re d  w o rk e rs  w h o  can n ot re tu rn  to th e ir  jo b s  b e cau se o f 
th e ir  w o rk p la c e  in ju rie s .
A d m in is t e r  th e s ta te ’s  s e lf-in su ra n c e  p ro g ra m .

Second Injury Fund
R e im b u r s e s  e m p lo ye rs fo r co m p en satio n  p a id  to em p loyees in v o lv ed  in  a 
second in ju r y , i f  e ligib le.

Fishermen’s Fund
P ro v id e  a s s is ta n c e  w ith  th e m ed ical costs of in ju rie s  o r illn e s s e s  due to 
co m m e rc ia l fis h in g  a c tiv itie s  on sh o re or in  A la s k a  w a te rs .



I s s u e s

C o n tin u e  to m o n ito r th e  S e co n d  In ju r y  F u n d  clo sely to a s s u r e  th a t th e re  a re  
su ffic ie n t fu n d s to co v er lia b ilit ie s  b e ca u se o f the lib e ra liz a t io n  of 
q u a lific a tio n s fro m  th e S u p re m e  C o u rt  C a s e  o f A rc tic  B o w l v . S e co n d  In ju r y  
F u n d .

D e c re a se  th e  W o rk e rs ' C o m p e n sa tio n  h e a rin g  tim e la g  in  o rd e r to re d u c e  th e 
b u rd e n  a n d  e x p e n se to e m p lo y e rs a n d  em p lo yees r e m a in s  a  k e y  is s u e .
C o m p le te a n d  e x p a n d  th e p ilo t p ro je ct fo r electro n ic d a ta  in te rc h a n g e  
(electro n ic filin g ) to in c re a s e  e fficie n cie s th a t  w ill a llo w  fo r m o re  effective u se 
o f h u m a n  re so u rce s. A  c a p ita l p ro je ct to fu n d  th is  w a s  a p p ro v e d  in  th e  F Y  
2003 b u d g et.
R e p la c e  th e obsolete F is h e r m e n 's  F u n d  co m p u te rize d  d a ta b a s e  a n d  c la im s  
h a n d lin g  sy ste m .
C o n tin u e  efforts to in c re a s e  A la s k a  co m m e rcia l fis h e rm e n 's  a w a re n e s s  o f th e 
F is h e r m e n ’s F u n d  p ro g ra m  th ro u g h  m e e tin g s, s p e a k in g  e n g a g e m e n ts a n d  
a v a ila b ility  o f lite r a tu re  re la te d  to th e p ro g ra m .
C o n tin u e  in v e s tig a tio n s  o f p o te n tia lly  u n in s u re d  e m p lo y e rs  in  a n  a tte m p t to 
e lim in a te  th e n u m b e r o f  u n in s u re d  A la s k a n  w o rk e rs  t h a t  a r e  in ju re d  e a c h . 
y e a r.

In v e s tig a te  p o te n tia l le g is la tiv e  a n d  a d m in is tra tiv e  p o s s ib ilitie s  so t h a t  
u n in s u re d  in ju re d  w o rk e rs ' ca n  be co m p e n sa te d  fo r t h e ir  in ju rie s .

12



L A B O R  S T A N D A R D S  &  S A F E T Y  D I V I S I O N  -  B u d g e t  $ 6 , 6 2 8 . 6

□ General Funds ($1,515.0)
0  Program Receipts ($89.6)
□ Federal Funds ($1,942.3)
D Workers Safety Fund ($1,228.1) 
■ Building Safety Fund ($1,275.8)
□ Other Funds ($577.8)
□ Remainder of Department

Department o f Labor's FY 03 Management Plan Budget

T h e  D iv is io n  is  co m p rise d  o f fo u r com ponents:
W a g e  &  H o u r  - ($ 1 ,3 7 7 .3  G F )
M e c h a n ic a l In sp e ctio n  - ($137.7 G F )  
O cc u p a tio n a l S a fe ty  &  H e a lth  - ($ 8 9 .6  P R ) 
A la s k a  S a fe t y  A d v is o ry  C o u n cil
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L A B O R  S T A N D A R D S  &  S A F E T Y  D IV IS IO N

T h e  m is s io n  o f th e  D iv is io n  o f L a b o r  S t a n d a r d s  an d  S a fe t y  is  to p ro v id e  for. 
th e  m o n ito rin g  o f s a fe  a n d  le g a l w o rk in g  con d ition s._____________________________

Wage & Hour
E s t a b lis h  a n d  en fo rce p ro te ctiv e s ta n d a rd s  to s a fe g u a rd  m in o rs  fro m  a b u se  
a n d  ex p lo ita tio n  in  th c  w o rk p la ce .
E n s u r e  th a t  in  a cco rd a n ce w it h  la w , A la s k a  w o rk e rs  re ce iv e  m in im u m  w a g e s, 
o v e rtim e  w a g e s , a n d  r e tu rn  tra n s p o rta tio n .
E n fo r c e  p r e v a ilin g  w a g e  r a t e s  a n d  e m p lo y m e n t p re feren ce on p u b lic  w o rk s 
p ro jects.
E d u c a t e  e m p lo y e rs a n d  em p lo yee s a b o u t A a s k a  la b o r la w s.

Mechanical Inspection
L ic e n s e  e le c tric ia n s , p o w er lin e m e n , p lu m b e rs , b o ile r o p e ra to rs, p a in t e rs , 
a sb e sto s a b a te m e n t w o rk e rs , a n d  ex p lo siv e h a n d le rs .
In s p e c t

- B o ile r s  &  p re s s u re  v e s s e ls  fo r s a fe ty
- E le v a t o r s , w h e e l c h a ir  lift s , e s c a la to rs, tra m w a y s , sk i lifts  a n d  

a m u se m e n t rid e s  fo r sa fe ty , p ro p e r m a in te n a n ce  a n d  o p eratio n .
- N e w  co n stru ctio n , a n d  a lte ra tio n s  to e x istin g  co n stru ctio n , fo r 

co m p lian ce w it h  a p p lic a b le  sta te  p lu m b in g  a n d  e le ctric a l codes.
W o rk  in  co n ju n ctio n  w ith  th e D e p a rtm e n t o f C o m m u n ity  &  E c o n o m ic 
D e v e lo p m e n t to e n s u re  th a t e le c tric ia n s , p lu m b e rs, co n stru ctio n  co n tra cto rs 
a n d  e le ctric a l a n d  m e c h a n ic a l a d m in is tra to rs  h a v e  p ro p e r ce rtifica te s and/or 
lic e n se s.
W o r k  in  co n ju n ctio n  w ith  D e p a rtm e n t o f N a t u r a l R e so u rce s, J o in t  P ip e lin e  
O ffice, in  e n s u rin g  co m p lian ce o f s a fe ty  a n d  e le ctric a l T A P S  a ctiv itie s.



E n fo rc e  th e s ta te 's  o ccu p a tio n a l sa fe ty  a n d  h e a lth  la w s
- In s p e c t w o rk p la c e s , sc h e d u le d  a n d  u n sch ed u le d , to a sse ss w o rk p la ce

sa fe ty  a n d  h e a lth .
- E n s u r e  p ro m p t e lim in a tio n  or r e s tr a in t  o f im m in e n t d a n g e r situ a tio n s

in  th e w o rk p la c e .
- In v e s tig a t e  em p lo yee co m p la in ts, w o rk  re la te d  fa ta litie s  and

ca ta stro p h e s .
- P ro te c t e m p lo ye e s a g a in s t  w ro n g fu l d isc h a rg e  or d is c rim in a tio n  for

e x e rc is in g  t h e ir  r ig h ts  u n d e r th is  p ro g ra m .
- F o c u s  on A la s k a 's  h ig h -h a z a rd  in d u s trie s , e.g. co n stru ctio n , loggin g

a n d  seafood p ro c e s s in g  fo r co m p lian ce w ith  h e a lth  a n d  sa fe ty la w s.
P ro v id e  co n su lta tio n  a n d  t r a in in g  se rv ice s  to A la s k a  w o rk e rs  a n d  b u sin e sse s 
to en co u rag e sa fe w o rk in g  co n d itio n s a n d  p ra ctices
P ro v id e  in ce n tiv e  to e m p lo y e rs th ro u g h  th e V o lu n t a r y  P ro te ctio n  P ro g ra m  
a n d  S a fe t y  a n d  H e a lt h  A c h ie v e m e n t R e co g n itio n  P ro g ra m .

Alaska Safety Advisory Council
W o rk  w it h  o rg a n iz a tio n s , in d iv id u a ls  an d  g ro u p s in  th e pro m o tio n  o f sa fe ty  to 
red u ce a ccid e n ta l d e a th  a n d  in ju r y .
O rg a n iz e  a n d  s p o n so r th e A n n u a l G o v e rn o r's  S a fe ty  an d  H e a lt h  Conference.

- P ro v id e  c e rtific a tio n  a n d  c o n tin u in g  ed ucation.
- D e m o n s tra tio n s  a n d  p re se n ta tio n s on sa fe ty  re la te d  prod ucts.

P ro m o te  th e O c c u p a tio n a l S a fe t y  a n d  H e a lt h  V o lu n ta ry  P ro te ctio n  P ro g ra m  
an d  S a fe t y  a n d  H e a lt h  A c h ie v e m e n t R e co g n itio n  P ro g ra m .

O c c u p a t i o n a l  S a f e t y  a n d  H e a l t h



I s s u e s

T h e  O ccu p atio n al S a fe t y  a n d  H e a lth  p ro g ra m  w ill b e in  th e f ir s t  y e a r  o f th e 
d iv isio n 's  n ew  fiv e -y e a r stra te g ic  p la n . M e e tin g  th e o b jectives se t out in  th e 
F e d e r a l F is c a l Y e a r  2004 A n n u a l P e rfo rm a n c e  P la n  a n d  th e five-j^ear 
S tra te g ic  P la n  a s a p p ro v e d  b y  th e F e d e r a l O ccu p atio n a l S a fe t y  a n d  H e a lth  
A d m in is tra tio n  w ill be a  m a jo r effort on th e p a r t  o f th e  p ro g ra m  staff.
E ffo rts  to d e cre a se th e  b o ile r a n d  p re s s u re  v e sse l in sp e c tio n  b a c k lo g  co n tin u e. 
I t  is  e stim a te d  th a t th e b ack lo g  can  be e lim in a te d  b y  F Y  20 0 6 .
C h ild  la b o r co n tin u es to be a  m a jo r fo cus o f th e W a g e  a n d  H o u r  S ectio n . 
In v e s tig a tiv e  s t a ff  t r a v e ls  th ro u g h o u t th e sta te  to co n d u ct "on -site" 
in sp e ctio n s to e n su re  chat m in o rs a re  b e in g  p a id  p ro p e rly  a n d  a re  not b e in g  
re q u ire d  to p erfo rm  h a z a rd o u s  d u ties on th e jo b . C h ild  w o rk  p e rm its  a n d  th e 
a sso ciate d  caselo ad  h a v e  in c re a se d  in c re m e n ta lly  o v e r th e p a s t  d ecad e, w ith  
no a sso ciate d  in c re a se  in  W a g e  a n d  H o u r  p o sitio n s.



E M P L O Y M E N T  S E C U R I T Y  D I V I S I O N  -  B u d g e t  $ 6 9 , 1 9 5 . 7

■ General Fund ($1,739.5)
□ General Fund Match ($45.3)
□ Federal Funds ($55,857.7) 
E STEP  Funds ($5,256.8)
□ Other Funds ($6,296.4)
□ Remainder o f Department

Department o f Labor’s FY 03 Management Plan Budget

T h e  D iv is io n  is  co m p rised  o f fo u r co m p o n en ts:
E m p lo y m e n t S e r v ic e s  -  ($4 5 .3  G F M ) 
U n e m p lo y m e n t In s u r a n c e  
J o b  T r a in in g  P r o g r a m s  -  ($4 3 .7  P R )  
A d u lt  B a s ic  E d u c a t io n  -  ($ 1 ,7 3 9 .5  G F )

Employment Security Division 1
Employment Unemployment Job Training Adult
Services Insurance Programs Basic Ed

Location PFT PPT NP PFT PPT NP PFT NP PFT
Anchorage 55 6 76 6 15
Bethel 4 2 1 3
Delta Junction 1
Dillingham 1 1 •
Eagle River 3 1
Fairbanks 23 2 18 3 9
Glennallen 1
Homer 3
Juneau 52 113 13 1 16 2 3
Kenai 15 2 1 3 1
Ketchikan 8 2
Kodiak 4
Kotzebue 1
Nome 7 1 1 3
Petersburg 1
Seward 2
Sitka 2
Tok 1
Valdez 2 1
Wasilla 12 1



E M P L O Y M E N T  S E C U R IT Y  D IV IS IO N

T h e  m is s io n  o f th e D iv isio n  o f E m p lo y m e n t  S e c u r it y  is  to p rom ote 
e m p lo y m e n t a n d  econom ic s t a b ilit y  b y re sp o n d in g  to th e  n eed s o f e m p lo y e rs 
a n d  jo b  se e k e rs.___________________________________________________________________________

Employment Services (ES)
T h e  E m p lo y m e n t S e rv ic e s  ( E S )  p ro g ra m  p ro m o tes eco n o m ic d e v elo p m en t b y  
o p e ra tin g  a  p u b lic la b o r ex ch a n g e to m e e t th e w o rk fo rce  n eed s o f b u s in e s s e s  
in  A la s k a .
W o rk  S e r v ic e s  p ro v id e s a s p e cia lize d  la b o r e x ch a n g e  a n d  case m a n a g e m e n t 
se rv ice  fo r re c ip ie n ts  o f both th e A la s k a  T e m p o r a r y  A s s is t a n c e  P ro g r a m  
(A T A P ) a n d  food s ta m p s  to p la ce th e m  in  u n s u b s id iz e d  e m p lo y m e n t, A m o n g  
th e s e rv ic e s  p ro vid ed  in  th is  p ro g ra m  a re  e m p lo y a b ility  a s s e s s m e n t, t r a in in g , 
co u n se lin g , a n d  p lacem en t.

Job Training (JT)
T h e  B a la n c e  o f S ta te  field  s e rv ic e s d e liv e rs  d ire ct, o r “fro n t lin e ”, jo b  t r a in in g  
a n d  s u p p o rtiv e  s e rv ic e s th ro u g h  o u r J o b  C e n te r  s t a f f  a n d  g ra n te e s.
T h e  A la s k a  W o rk fo rce  In v e s tm e n t O ffice (A W IO ) is  re sp o n sib le  fo r p la n n in g , 
a d m in is tra tio n  a n d  g ra n t m a n a g e m e n t sp e cific  to th e  fe d e ra l W o rk fo rce 
In v e s tm e n t A c t  o f 1998 (W IA ), th e S t a te  T r a in in g  E m p lo y m e n t  P ro g ra m  
( S T E P )  a n d  th e  W e lfa re -to -W o rk  (W tW ) g r a n t s  p ro v id e d  to sta te s  u n d e r th e 
B a la n c e d  B u d g e t  A c t  o f 1997.
T h e  D e n a li C o m m issio n  p ro v id e s fu n d s fo r e m p lo y m e n t t r a in in g  re la te d  to 
D e n a li C o m m issio n  in fra s tru c tu re  p ro je cts. _
S ta te  T r a in in g  E m p lo y m e n t P ro g ra m  ( S T E P )  p ro v id e s A la s k a n  U l  c la im a n ts  
access to sta te  a n d  em p lo ye r sp o n so red  t ra in in g .

Unemployment Services (UP
T h e  U n e m p lo y m e n t In s u ra n c e  (U l)  p ro g ra m  a sse sse s  a n d  collects e m p lo ye r 
co n trib u tio n s fo r d eposit in to the U l  T r u s t  F u n d  a n d  p a y s  U l  b e n e fits to 
w o rk e rs  w ho a re  te m p o ra rily  u n e m p lo y e d  a n d  lo o k in g  for w o rk .



Adult Basic Education (ABE)*
T h e  A d u lt  B a s ic  E d u c a t io n  p ro g ra m  p ro v id e s , th ro u g h  g ra n te e s, in stru ctio n  
in  b a sic  s k ills  o f re a d in g , w rit in g , a n d  m a th  w it h  e m p h a sis  on in te g ra tin g  . 
w o rk p la c e  re a d in e s s  s k ills  in to  in s tru c tio n  a s w e ll a s p ra c tic a l life  s k ills . T h e  
p ro g ra m  a ls o  d ire c tly  a s s is ts  a n d  p re p a re s  A la s k a n s  to ta k e  the G E D  tests.

Issues
T h e  U n e m p lo y m e n t In s u r a n c e  (U l)  fe d e ra l g r a n t  for F F Y 0 3  w a s  red u ced  by 
$ 1 .4  m illio n  from  $ 2 0 .5  m illio n  to $ 1 9 .1  m illio n . T h is  r a is e s  the qu estio n  of 
w h e th e r w e  w ill h a v e  su ffic ie n t re so u rc e s to m ee t o u r U l  o p e ra tin g  expenses. 
T h e  g r a n t  re d u ctio n  is  th e r e s u lt  o f th e  n ew  fe d e ra l R e so u rce  Ju s t ific a t io n  
M odel t h a t  w a s  im p le m e n te d  in  F e b r u a r y  2 0 0 2  an d  is  n o w  b e in g  used to 
allo c ate  fe d e ra l fu n d s to su p p o rt th e a d m in is tra tiv e  costs to the sta te  fo r the 
U l  p ro g ra m .
T h e  U I / E S  R e fo rm  effort is  s t ill  a ctiv e  a t  th e n a tio n a l level. T h e  cu rre n t 
p ro p o sa l se e k s to re d u ce  F U T A  ta x e s b y  7 5 % , w ith  th e re sp o n sib ility  of 
fu n d in g  th e  a d m in is tra tio n  o f E S  a n d  U l  b e in g  tu rn e d  o v e r to th e state.
C o n g re s s  w ill  co n sid e r a  re a u th o riz a tio n  o f th e  fe d e ra l W o rk fo rce In v e s tm e n t 
A c t in  2 0 0 4 . C r it ic a l iss u e s fo r A la s k a  w ill  be p o te n tia l ch an ge s to 
p e rfo rm a n c e  m e a s u re s ; yo u th  p ro g ra m  d e sig n , O ne S to p  p a rtn e rs , a n d  o th er 
p ro g ra m  in te g ra tio n  a n d  a lig n m e n ts.
I t  is  exp ected  th a t  e n ro llm e n t in  A d u lt  B a s ic  E d u c a tio n  p ro g ra m s w ill 
in it ia lly  in c re a s e  b y  u p  to 25 p e rce n t a s  h ig h  school se n io rs p re p a re  to take 
th e G E D  o r se e k  in s tru c tio n  in  o rd e r to p a ss  th e  A la s k a  S ta te  H ig h  School 
E x it  E x a m . C u r r e n t  fu n d in g  le v e ls  a n d  lo cal c a p a c ity  m a y  not be ad eq u ate to 
a d d re ss  t h is  a d d itio n a l d em an d .
E S D  m u s t  co n tin u e p ro v id in g  e m p lo y m e n t se rv ice s to a n  in c re a s in g  n u m b e r 
o f A la s k a n  e m p lo y e rs a n d  jo b  se e k e rs  w h ile  th e W a g n e r-P e y s e r g ra n t  is  in  
the n in th  y e a r  of fla t  fu n d in g .
E S D  w ill a d d re ss  th e la c k  o f e m p lo y m e n t o p p o rtu n ities in  r u r a l a re a s b y 
fo cu sin g  a d d itio n a l W L A  re so u rce s in  lo cal offices and co o rd in a tin g  w ith  o th er 
agen cies' econom ic d e velo p m en t p ro g ra m s.
O ffice sp a ce  co n tin u e s to be tig h t a n d  cu sto m e rs h a v e  m a d e co m p lain ts. E S D  
w ill ex p lo re the fe a s ib ility  o f re d e s ig n in g  O ne Sto p  J o b  C e n te rs  in  F a ir b a n k s , 
A n c h o ra g e , a n d  J u n e a u  to a llo w  fo r m o re efficien cy in  w o rk flo w  a n d  im p ro ved  
cu sto m e r a ccess to se rv ice s.



V O C A T I O N A L  R E H A B I L I T A T I O N  D I V I S I O N  -  B u d g e t  $ 2 3 , 0 7 3 . 5

□ General Funds ($1,940.0)
0  General Fund Match ($2,198.3) 
■ Federal Funds ($17,753.4) 
EO ther Funds ($1,181.8)
□ Remainder o f Department

Department of Labor's FY 03 Management Plan Budget

T h e  D iv is io n  is  co m p rised  o f e ig h t co m p o n en ts:
V o c a tio n a l R e h a b ilita tio n  A d m in is t ra t io n  -  ($ 1 7 1 .0  G F M ) 
C lie n t S e rv ic e s  -  ($ 1 ,2 3 5 .1  G F ,  $ 1 ,9 6 3 .9  G F M , $ 4 .9  P R )  
F e d e r a l T r a in in g  G r a n t  -  ($5 .6  G F M )
In d e p e n d e n t L i v in g  R e h a b ilit a t io n  -  ($6 1 9 .1  G F ,  $ 5 7 .8  G F M ) 
D is a b ility  D e te rm in a tio n  
S p e c ia l P ro je c ts  -  ($8 5 .8  G F )
A s s is t iv e  T e ch n o lo g y 
A m e ric a n s  w ith  D is a b ilit ie s  A c t

Voc« bo mil Rehabilitation Dtvfrlon |

Location
C lien t Services 

PFT  PPT NP
Voc R ehab Adm in 
PFT NP

Independent 
U v ing  R ehab  

PFT
Disability Determ ination 

P FT  NP
Spec ia l P ro jods 
P FT  NP

Assistive
Techno logy

PFT

Am ericans with 
D isab ilit ies Act 
P FT  NP

Anchorage 44 1 4 1 29 2 2 1 1
Bethel 1
Fairbanks 11 1
J une tu 10 11 1 1
Kena l 4 1 1
Ketchikan 2 1
Kodiak 1 1
Sitka 2
W asllla a 1

20



D iv is io n  o f  V o c a t i o n a l  R e h a b i l i t a t i o n

T h e  m is s io n  o f th e D iv is io n  o f V o c a tio n a l R e h a b ilita tio n  is  to a s s is t  
in d iv id u a ls  w ith  d is a b ilit ie s  to o ve rco m e b a r r ie r s  to em p lo y m e n t a n d  to 
m a in ta in  s u ita b le  e m p lo ym e n t.__________________________________________________

Client Services
T h e  C lie n t  S e rv ic e s  co m p o n e n t p ro v id e s d ire c t se rv ice s to A la s k a n s  w ith  
d is a b ilitie s . S e r v ic e s  a re  p la n n e d  a n d  d e liv e re d  for th e p u rp o se  o f a s s is tin g  
in d iv id u a ls  w ith  d is a b ilit ie s  w h o  n e e d  v o c a tio n a l re h a b ilita tio n  to p re p a re  for 
a n d  a c q u ire  e m p lo y m e n t in  th e co m p e titiv e  la b o r m a rk e t. S e rv ic e s  a re  
d e te rm in e d  on a n  in d iv id u a liz e d  b a s is  a n d  ca n  in clu d e  su ch  th in g s a s 
t ra in in g , p h y s ic a l a n d  m e n ta l re s to ra tio n , a s s is ta n c e  w ith  d evelo p in g  and. 
fu n d in g  se lf-e m p lo y m e n t p la n s , tra n s p o rta tio n  se rv ice s, a n d  o th er s e rv ic e s 
n eeded b y  th e  in d iv id u a l a n d  id e n tifie d  a s p a r t  o f the In d iv id u a l P la n  fo r . 
E m p lo y m e n t.

Federal Training Grant
T h is  co m p o n en t p ro v id e s fe d e ra l fu n d s fo r th e t ra in in g  a n d  con tin u ed 
ed u catio n  o f p ro fe ssio n a l a n d  p a ra p ro fe s s io n a l em ployees a s  p ro v id ed  u n d e r 
S e ctio n  101(a)(7)(A) o f th e  R e h a b ilita tio n  A c t  A m e n d m e n ts o f 1998.

Vocational Rehabilitation Administration
T h e  co m p o n ent p ro v id e s a d m in is t r a tiv e  su p p o rt a n d  o ve rsig h t fo r a ll 
p ro g ra m s w it h in  th e d iv is io n . S e r v ic e s  in clu d e : g ra n ts  to in d iv id u a ls  a n d  to 
n o n -p ro fits, a cc o u n tin g , b u d g e tin g , p ro g ra m  m o n ito rin g  a n d  e v a lu a tio n , 
p la n n in g  a n d  p o licy  d ire c tio n , s e c u rin g  n ew  fu n d in g  so u rces, fisc a l a n d  ~ 
s ta tis tic a l re p o rts  fo r th e  m a n a g e m e n t a n d  fo r field  staff, and lia iso n  w ith  
oth er p u b lic  a n d  p riv a te  a g e n cie s.



In d e p e n d e n t L iv in g  R e h a b ilita tio n

Independent living services for A laskans w ith  significant disabilities are  
funded through g ran ts to Centers for Independent Living and Specialized 
Sendee Providers. These individuals are  often unable to work and some are 
forced to live in institu tions such as nursing  homes and other long-term care 
facilities. Services may include assistance wdth locating barrier free housing, 
accessible transporta tion , tra in ing  of personal care a ttendan ts, self-advocacy, 
skills train ing , and the provision of adaptive equipm ent and aids. Services 
enable the  individuals to live independently and in  some cases to obtain 
employment.

Disability Determination
Disability D eteraiination  Services is 100% federally funded by the Social 
Security A dm inistration. The component adjudicates claims for individuals 
alleging disability under Social Security and Supplem ental Security Income 
program s. Medical determ inations are m ade by reviewing past medical 
records or by purchasing current medical exams for the  individuals th a t will 
enable the adjudicator to appropriately evaluate the individuals’ disabilities. 
Social Security benefits will be available to individuals who experience a 
m edical disability th a t m eet the requirem ents of the federal law.

Special Projects
This component includes funding for new and innovative projects, which 
enhance and support the general mission of the  division to provide services to 
individuals w ith  disabilities. Projects are identified in  the division’s p lanning 
process and include: supported employment services for individuals w ith the 
m ost severe disabilities, in te rp re ter referral services for individuals who are 
deaf, transition  services for studen ts w ith disabilities moving from school“to 
adu lt life, and an economic development alliance w ith private business to 
assist them  w ith h iring  individuals w ith disabilities.

Assistive Technology
This federally funded component provides services th a t assist individuals 
w ith disabilities of all ages to live more independently through the use of 
assistive technology services and devices. A comprehensive service delivery 
system  is provided through g ran ts to non-profit organizations so individuals 
residing in all p arts  of A laska will have access. Assistive technology enables 
these individuals to live more independently and in some cases to become 
productive m em bers of the  workforce. Assistive technology can include m any 
things such as sophisticated talking computers for blind individuals to very 
simple grab bars for individuals w ith mobility im pairm ents.



A m erican s w ith  D isa b ilitie s  A ct (ADA)

This component pro vides services to executive b ranch agencies of sta te  
governm ent to assure compliance w ith  Title I and II of the A nericans w ith 
Disability Act. Services include tra in in g  for s ta te  employees, facility audits 
for physical barriers, identification of program  barriers , technical assistance 
to all departm ents, and handing ADA complaints.

Issues
Provide support and s ta ff  tra in ing  to enable the One-Stop delivery system to 
effectively serve people w ith disabilities.

Continue the  advancem ent of Inform ed Choice in  all facets of Vocational 
Rehabilitation services.

Continue to support counselors in m eeting  the federal requ irem ents of a 
M asters Degree.

Increase efficiency and effectiveness under the U nified S ta te  P lan  prompted 
by the Workforce Investm ent Act.

Im plem ent the  Ticket to Work program  th a t  allows people w ith disabilities to 
re ta in  benefits during in itia l employment.
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HOUSE FINANCE COMMITTEE 
January 28, 2003 

AGENDA

January 28,2003 - Tuesday

A g e n c y  O v e r v i e w s :  

A l a s k a  A e r o s p a c e  D e v e l o p m e n t  C o r p .
P a t  Ladner,  President & CEO, A laska  Aerospace  Dev. Corp 

(Pow er  Point)

A l a s k a  S e a f o o d  M a r k e t i n g  I n s t i t u t e
R ay  Riutta,  Executive  Director,  Alaska Seafood  M arke t ing  Ins.

A l a s k a  R a i l r o a d  C o r p o r a t i o n
Patr ick  G am ble ,  President  & CEO, Alaska Railroad Corporation 
Bill  O ’Leary ,  Vice President,  Finance, A laska Railroad  Corp.
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E 1% Salmon Tax

□  .3% Assessment Tax

□ Total (Fish Revenues)

F Y O O  F Y 0 1  F Y 0 2  F Y 0 3

■    ■ ■ ■ . ■- —  —   --          —1   -------

in  m illio n s  

8 , 0 0 0

7.000

6 . 0 0 0

5.000

4.000

3.000

2 . 0 0 0  

1 , 0 0 0

ASMI Base Funding FY 03 (Fish Revenues)



Sources of Anticipated ASMI Revenue FY03 $9.2 million

6 %

49%

□  Misc (carry forward, Lit Sales etc) 6°

B Fish Tax Revenues (1% Salmon Mkting 
Tax & .3 Seafood Assessment Tax)/; 50/

□  Federal Grants (MAP.EDA) 4 9%

4 5 %



ASMI Budget Disbursement FY03 ($ 9.2 million)
8 %

48%

□  Admin/Consolidated 
Fixed Costs 8%

Sj Seafood Technical 3%

□  Public Relations 4 %

H Foodservice 15%

□  Retail 22%

□  Export 4 8 %



A la s k a  R a i l r o a d  C o r p o r a t io n

S pec ia l R epo rt to the 
Leg is la tu re and A dm in is tra tio n
S ta te o f A la s ka

J a n u a r y  2 0 0 3
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i n t r o d u c t i o n

January 2003
The Alaska Railroad shared in the country’s economic roller coaster ride duiing 2002. Like so many businesses in nearly every 
sector, we experienced a reduction in operating revenues and a steep rise in certain costs of doing business. Through a rigorous 
budget process last year we had anticipated most of these fiscal impacts. However, there were a few surprises. As a result, the 
second half of this year has been a time of regrouping and strategizing. I am pleased to report that, through effective negotiations, 
the Railroad management team was able to prevail in certain important civil and federal reimbursement issues that bolstered the 
bottom-line for 2002.
These one-time outcomes were entirely unpredictable a year age when 2002 began, and therefore were not included during the 
budget process. In fact, the resolution of these items occurred only within weeks or days of year-end. Adding to the positive financial 
picture was the Railroad’s safety improvement in 2002; we beat our workers compensation budget by over half a million dollars and 
employee healthcare utilization was down. In short, we offset a flat revenue year b y the collective successes of several deliberate 
efforts. A  good team makes its own luck.
W e ’ve remained on course in the areas of emplovee safety and training. Better prepared workers translate into higher 
productivity, while safety consciousness ultimately avoids the high cost of accidents and injuries. W e have also taken significant 
steps to better our position with regard to the Railroad’s environmental responsibilities. Fo r example, our investment in reduced 
locomotive diesel emissions has been substantial.
In 2003, our objective is to continue a strategy of steady, measurable operational improvement. W c  will continue to make 
important improvements to our infrastructure. W e will take full advantage of technology to enhance safety and customer service.
W e  will seek to better train quality employees and we will put the emphasis on their productivity. W e will continue our 
commitment to work proactively with our partners - communities, agencies, organizations, and leaders like yourselves who have 
A laska’s developmental interests at heart.
Respectfully,

Patrick K. Gamble, President & C EO

»ska Railroad Special Report • January 2003 Introduction
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V i s i o n :

B u ild in g  a  G re a t R a ilro a d  a c ro s s  th e  G re a t L a n d

M i s s i o n :

B e  p ro f ita b le  b y  fo c u s in g  o n  s a fe ,  h ig h  q u a lity  s e rv ic e  to  o u r  f re ig h t ,  p a s s e n g e r ,  
a n d  re a l e s ta te  c u s to m e rs .  F o s te r  th e  d e v e lo p m e n t o f  A la s k a ’s  e c o n o m y  b y  
in te g ra t in g  R a ilro a d  a n d  ra i lb e lt  c o m m u n ity  d e v e lo p m e n t  p la n s .

i s k a  R a i l r o a d  S p e c i a l  R e p o r t  •  J a n u a r y  2 0 0 3 A b o u t  t h c  A la s k a  R a i lr o a d P a g e  1



A l a s k a  R a i l r o a d  “ Q u i c k  F a c t s ”

PURCHASE PRICE: (Jan. 5 ,1 9 8 5 )
f• ’ • Pa id to fe d e ra l g o v e rn m e n t.................... .. $ 2 2 . 3  m illio n
'J S ta rt-u p co s ts & co n tr ib u te d c a p ita l ........ .. $ 1 1 . 9  m illio n

• •> i T o ta l In v e s tm e n t-S ta te  o f A la s k a ........... .. $ 3 4 . 2  m illio n

ORGANIZATION: (following State purchase)
• In d e p e n d e n t co rp o ra tio n ow ned by S ta te o f A la s k a
• M an ag ed by a se v e n -m em be r boa rd o f d ire c to rs

a p p o in te d by the G o v e rn o r
• M an da te d to be se lf-s u s ta in in g , re sp o n s ib le fo r all

f in a n c ia l and lega l o b lig a tio n s

FINANCIAL STATISTICS: (P re lim in a ry , u n au d ite d )
(Jan. 1-Dec. 31 . 2002)
To ta l A s s e t s ............................................ $ 3 6 6 . 3  m illio n
T o ta l 2 0 0 2  r e v e n u e s ............................... $ 1 0 1 . 9  m illio n
T o ta l 2 0 0 2  e x p e n s e s ............................. $  9 3 . 5  m illio n
2002  ne t in c o m e ...................................... $  8 . 4  m illio n
B udge te d 2 0 0 3  ne t in c o m e ................... $  5 . 5  m illio n

OPERATING DATA:
M iles o f m a in line .................................... ....................... 4 6 6
M ile s o f b ra n c h l i n e ................................ .......................... 5 9
M ile s o f y a rd s and s id in g s ............................... .......................... 8 6
T o ta l m ile s o f t r a c k ................................................ ....................... 6 1 1
F re ig h t ca rs (ow n ed & le a s e d ) ...................... .................. 1 , 6 2 5
P a s s e n g e r c a r s ........................................ .......................... 4 3
L o c om o tiv e s .............................................. .......................... 5 3

O P E R A T I N G  STATISTICS:
(Jan. 1-Dec. 31, 2002)
Passenger ridership ................................................... 480 ,049
Freight tonnage ....................................................... 7 ,450 ,875
Revenue car lo a d s ........................................................ 89 ,978

E M P L O Y E E S :  December 31, 2002
Number of year-round em p loyees ................................. 644
Average years o f service.................................................. 11.2
Average age ............................................................................ 43
M a le .......................................................................................... 543
Female .................................................................................... 101

UN IONS: A majority of ARRC employees are members
o f five unions, including:
United Transportation U n ion ............................................112
Transportation Communication Un ion ............................ 41
International Association of Machinists........................... 63
American Federation o f Government Employees... 264 
American Train Dispatchers D epartm ent...................... 12

• 'i.vika Railroad Special Report ♦ January 2003 A b o u t  th e  A la s k a  R a i lr o a d Page



RECORDS 
CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do 

hereby certify that the microfilm images on this microform are 

accurate reproductions of the original records of the State cf 

Alaska as accumulated during the regular course of business, 

and that it is the established policy and practice of this State to 

microfilm its records and to dispose of the original documents 

after microfilm reproductions have been made.

Signature of Camera Operator
5 / I f? /2 . 0 0 $

Date
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C o r p o r a t e  O r g a n i z a t i o n
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Governor 
State of Alaska

Alaska Railroad Corporation 
Board of Directors

ARRC President & CEO 
Pat Gamble

V P  Legal 
General Counsel 
Phyllis Johnson

V P  Corporate Affairs 
Jim Blasingame

V P  Operations & 
Chief Operating Officer 

Matthew Glynn

V P  Finance & 
Chief Financial Officer 

Bill O'Leary

V P  Real Estate 
Jim Kubitz

V P  Projects, Engineering, 
Technology & Signals 

Eileen Reilly

V P  Markets, Sales 
&  Services ! 

Steve Silverstein
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Corporate History
The Alaska Railroad was built between 1914 and 1923 by the U.S. government. It was operated by the federal 
government until January 1985 when it was purchased by the Cuate of A laska fo r $22 .3  million to serve Alaska 
businesses and communities as an engine of community development and economic growth. The Alaska State 
Legislature created the Alaska Railroad Corporation (ARRC ) in 1984 as n independent entity to own and operate the 
Railroad and to manage Railroad property after transfer.
The legislature appropriated $11.9 million to the new corporation for start-up costs because the U .S . government 
retained control of the Railroad’s bank accounts at the time of transfer (January 5, 1985 ). The legislative appropriation 
was sufficient to cover two payrolls and the costs of several on-going capital projects. The U .S . government retained 
control of the cash because it a lso retained responsibility fo r all payables and other liabilities that had arisen during the 
period of federal ownership (including, for example, worker’s compensation claims).

Board of Directors
ARRC is a statutory corporation, managed by a board of directors appointed by the Governor. The seven-member 
governing board consists of the Commissioner o f Transportation & Public Facilities, Commissioner of Community & 
Economic Development, and five other members appointed by the Governor. One member of the board must have at 
least 10 years of management experience on a U.S. railroad. Another director must be an employee-member of 
ARRC's labor unions. Two positions are designated for residents of the two judicial districts in which the Railroad 
operates.

Business Facts
While wholly owned by the State of Alaska, the A laska Railroad is an independent authority responsible for all of its 
own financial and legal obligations. According to statute, ARRC is mandated to be a self-sustaining corporation -  
required to conduct its business without operating subsidies from the state. ARRC serves ports and communities from 
the Gulf of A laska to Fairbanks. It is the only full-service railroad in the United States providing both year-round freight 
and passenger services. From tidewater at Whittier and Seward to the heart of Interior Alaska, ARRC's route covers 
466  miles (with 611 total miles of track including spurs, industrial and yard track).

'Mnska Railroad Special Report • January 2003 A b o u t  th o  A la s k a  R a i lr o a d Page 4
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ARRC's operations are supported through revenues generated by freight, passenger and real estate services. 
Maintenance and operations centers are located in Seward, Whittier, Anchorage, Healy and Fairbanks.

ARRC has a fleet including:
• 53 locomotives
• 43  passenger cars
• 1 ,625 freight cars (740 owned, 235 leased, 441 customer leased and 209 Maintenance of W ay rolling stock)

E m p lo y e e s
As of December 2002 ARRC employed 644 full-time employees with an additional 100 seasonal employees from May 
through September. ARRC employee wages and benefits are paid for through earned corporate revenues 
(approximately $55 .8  million in 2002 ).
The enabling act o f the Alaska Railroad Corporation (AS 42 .40 ) specifies th^i the employees of the corporation are not 
state employees. ARRC employees are not covered by state public employee contracts, nor do they receive state- 
funded benefits. Five different unions that negotiate contracts with the corporation represent 492 ARRC employees.

F in a n c e s
With total revenues o f $101 .9  million and total expenses o f $93 .5  million, the Alaska Railroad netted $8 .4 million in 
2002 . Transportation o f petroleum products, gravel, coal, oilfield and mining supplies, chemicals and consumer goods 
account for 75 percent o f ARRC's gross revenues. ARRC serves almost a half million passengers each year, 
accounting for approximately 14 percent of gross revenues.
ARRC owns approximately 36 ,000 acres of land. Of that, 14 ,000 acres are right-of-way and 4 ,5 00  acres are used in 
operations. The remaining land can be leased or permitted to help generate revenue for ARRC. Real estate revenues 
generally account for about 10 percent of the corporation's gross revenues.
The Railroad invests all cash flow from its annual net earnings and depreciation on capital improvements to its 611 
miles of track, 169 bridges, 79 crossing signals, the roadbed, and other assets. Additionally, significant amounts of 
operating dollars are spent on maintenance of rail cars, locomotives, and rail infrastructure.

Alaska Railroad Special Report -  January 2003 A b o u t  th e  A la s k a  R a i lr o a d Page 5



ARRC Mission
“Be profitable by focusing on safe, high quality service to our freight, passenger, and real estate customers. Foster the 
development o f Alaska's economy by integrating Railroad and railbelt community development plans.”
ARRC ’s mission stems from language found in the Alaska Railroad Corporation Act of 1984 that clearly defines why the 
State believed ARRC has played, and will continue to play, an important role in Alaska’s economy.

ARRC Vision
"B u ild in g  a  G r e a t  R a i lr o a d  a c r o s s  th e  G r e a t  L a n d . "
An important element in realizing this vision is ARRC ’s success since 1996 in qualifying for federal funding due to the 
Railroad's public status and its passenger service mission. As a result, ARRC has been able to accelerate regular 
maintenance and repair centered on aggressive improvements to the roadbed and track structure.
Other federal funds for facility improvements, such as intermodal facilities and docks, as well as improved technology, 
have come to ARRC in recent major federal transportation and transit bills.

How ARRC Differs from State Agencies
The Alaska Railroad Corporation Act of 1984 established an independent state-owned corporation that is governed by 
a seven-member board o f directors appointed by the Governor. The President and CEO of the Railroad reports to the 
Board.
Unlike other independent state corporations (such as the Alaska Housing Finance Corporation and the A laska Industrial 
Development and Export Authority), ARRC's enabling statute specifically requires that all revenue earned by the 
Railroad be retained by the Railroad. The federal transfer legislation also contains this requirement. The intent was to 
ensure the Railroad had the money it needed to meet basic maintenance needs, improve the asset for safety and 
increased profitability, and to avoid tapping into the state general fund. The Railroad’s annual net operating dollars are 
invested back into the rail line.
Although ARRC is not covered under the State’s Executive Budget Act, the state government ensures oversight of 
ARRC ’s operation and management practices through the following:

Maska Railroad Special Report -  January 2003 A b o u t  th e  A la s k a  R a i lr o a d Page 6



{tl'

'{iI
l,V
hmi

The ARRC  Board of Directors is responsible for initiating both a financial and performance audit each year 
conducted by independent financial and management companies. The annual performance audit is conducted by a 
recognized railroad management expert to ensure that ARRC is being managed and operated effectively and 
efficiently.
ARRC must file an oversight report with the Legislature and Governor before it undertakes certain expansion, 
reduction, or diversification of services.
Legislative approval is required for certain corporate actions, such as disposing of the Railroad's entire interest in 
land, or leasing land for longer than 55 years.
The Legislative Budget and Audit Committee reqularly reviews A RRC ’s operation and management practices. 
ARRC ’s procurement procedures are required to be substantially equivalent to state procurement requirements. 

ARRC employees and directors are subject to the Executive Branch Code of Ethics.
ARRC ’s spill prevention and response plans are filed and regulated by the State and ARRC is required by state law 
to show sufficient financial responsibility to respond to spills.
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Bv Patrick Gamble. President & CEO
Even as the State economic climate flattened, as expenses increased, and as key revenue sources derailed, the 
Alaska Railroad Corporation (ARRC ) remained steadily on track in terms of safe day-to-day operations, imbedding 
efficiency and productivity in our train operations, and upholding our commitment to investing for the future. In other 
words, we stuck to our strategy of continuous, steady improvement.

Financial Picture
Similar to the economic landscape across Alaska, many segments of A RRC ’s business remained flat. In addition to the 
unexpected cancellation of Korean export coal, fuel shipments from the North Pole Refinery were interrupted for one 
month. At the same time, ARRC saw a significant increase in employee retirement benefit costs. Unexpected 
expenses a lso  came in the spring when severe flooding caused track damage and resulted in several days of costly 
service delays. Even so, ARRC went to work quickly to offset what could have been a marginal financial year with 
substantial reductions in corporate expenses, still preserving wage and benefit increases agreed to during labor 
negotiations.

Safety & Environmental
Our people made admirable strides in the area of safety. This year, ARRC reduced its injury frequency rate by 63 
percent from 1997, marking our lowest corporate injury frequency rate to date. In 2002 , ARRC ’s Mechanical and 
Transportation departments have injury rates that rank them among the safest in the countiy and ARRC ’s 2002  
derailment record also bettered the national average.
During the year, ARRC developed and completed both our oil spill contingency plan (C -P lan ) and an environmental 
management system that goes beyond regulatory requirements. The C-plan is filed with the Alaska Department of 
Environmental Conservation and it has been tested through a number of spill response drills that have actively 
engaged state and federal regulatory agencies, as well as the Department of Defense.
With regard to equipment upgrades, the Railroad initiated a  program in 2002 to install auxiliary power units and 
software technology on locomotives that will reduce diesel em issions and noise. The Railroad worked with petroleum 
customers to repair fuel tank car wheel assemblies as part of a preemptive program to enhance safety by reducing the 
risk of derailment.
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Customers & Revenues
Freight: 2002 saw overall freight revenue below last year’s level. Helping to offset coal revenue loss, gravel came on strong 
in the latter part of the year, surpassing 2001 levels. Petroleum shipments from North Pole Refinery came in under the 
expected mark.
Passenger: Early predictions that September 11 would have a big impact on tourism activity in Alaska were wrong with 
regard to our passenger business. Hail passenger revenue grew more than 4% over last year. Passenger purchases 
reflected changing economic factors, however, as shorter, less expensive packages were most popular.
Real Estate: This important segment continues to perform well, with revenues exceeding $11 million for the first time. 
During its first full year of operation, the new Seward freight dock generated promising new business.
Capital P ro jects
Infrastructure improvements continued at an accelerated pace throughout the year.
Construction on the Rail Depot at Ted Stevens Anchorage International Airport was completed in November, on time and on 
budget. Ribbon cutting occurred in December. Ground broke on both the new Fairbanks and Denali Depot projects this fall.
Several miles of new track alignment came on line from the Anchorage yard onto the military installations this year. The 
environmental process to gain approval for curve-straightening efforts between Eagle River and Knik River was also 
complete in 2002. To date, about one-fourth of the 70 curves to be straightened through the Anchorage-to-Wasilla track 
realignment projects have been accomplished.
Construction of a new bridge over Campbell Creek during the winter is the final step to finishing the South Anchorage 
Double Track and Signalization Project, which will ease congestion along this busy 5-mile stretch.
In Whittier, the Railroad constructed new side-unloading barge dock that is allowing more efficient transfer operations for this 
growing segment of ARRC’s freight business. The Pedestrian Underpass, traversing the rail yard underground, opened this 
summer to provide safe passage for residents and visitors who want to travel between the harbor and town site. The 
Railroad also continued work on the DeLong Dock’s electrical system and installed a water line to provide fresh water to 
ships and fishing boats. The DeLong Dock was put into operation at Railroad expense to temporarily offset the loss of the 
1,100 foot Marginal Wharf, which had reached the end of its useful life. The Railroad has plans to rebuild the Marginal 
Wharf.
Pedestrians near the Anchorage rail yard saw improvements this year. The plaza at the corner of North C Street and Ship 
Creek Avenue was completed and landscaped. Sidewalk and lighting projects around the plaza area continued through the 
summer, complementing construction of the new Ulu Factory, which is going up adjacent to the plaza. Assisted by the new 
Ship Creek Shuttle bus service, we are seeing greater visitor interest in visiting Ship Creek as it becomes more pedestrian 
friendly.
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Community Cooperation
As a busy partner in the economic well-being of railbelt communities, ARRC coordinated future transit plans, and facilitated 
an improved regional transportation planning process. The Railroad became an official member of the Anchorage 
Metropolitan Area Transportation System (AMATS) technical committee, Fairbanks Metropolitan Area Transportation 
System (FMATS) technical committee, Fairbanks Rail Task Force Committee, Palmer Urban Revitalization Steering 
committee, and the Anchorage-Mat-Su Regional Transportation Steering Committee. Additionally, the ARRC sits on the 
State Chamber of Commerce Board, the Anchorage Chamber of Commerce Board, Anchorage Economic Development 
Corporation, Resource Development Board, and Vision Anchorage, adding to the numerous community-based groups our 
employees participate in each year.
ARRC continued to support local school business partnership programs and non-profit efforts through a generous corporate 
giving program. In addition, many parks and public use areas are locEited on ARRC lands -  leased to communities well 
below market value.
Labor Relations
An important milestone was reached in 2002 when the Alaska Railroad signed labor contracts with three of five unions -  the 
United Transportation Union, the Alaska Railroad Workers, and the Transportation Communication Workers unions. New 
agreements secured strategic goals for the corporation, while providing workers with very competitive wage packages and 
reasonable, predictable wage increases.
Specifically, these contracts discontinued the unpopular wage tier system that had resulted in pay differentials between 
employees performing the same work. In two of three unions, profit-sharing was eliminated and replaced by a more reliable 
4 0 1K employer match program. Contract negotiations also resulted in separate benefit plans for non-represented and 
represented employees, providing ARRC with greater flexibility in tailoring these plans for employees.

Looking Ahead
Although ARRC has significantly improved its personnel safety record, safety improvements will still remain the top priority. 
The ARRC will continue to invest heavily in safety training in 2003, having set ambitious goals to achieve a 15%  decrease in 
both lost time and derailments.
ARRC ’s freight business is expected to remain flat in 2003. The Railruad’s focus will be on customer service, velocity, and 
on-time performance. On the passenger side, ARRC will introduce a new day trip service to Southcentral Alaska’s Spencer 
Glacier and Grandview Pass, actually a continuation of the Glacier Express train currently serving Whittier. Beginning in 
May 2003, the new airport rail depot will serve cruise ship customers traveling between Anchorage and Seward.
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Recap of major events in health, safety and environment
1. Reductions in derailment risk

a. Overhaul of the entire Williams Petroleum Alaska tank car fleet was completed. The trucks on 110 ITLX tank 
cars were replaced this spring, completing a coordinated effort between ARRC and Williams. The effort began in 
2001 , when 274 GATX car trucks were overhauled, based on a derailment risk audit that identified a worn truck 
part, causing a risky condition with greater potential for derailment.

b. ARRC  and federal investment in rail, ties, and ballast continues to pay big safety dividends. In 2002 , there was 
only one reportable (more than $6 ,700  in damage) mainline track derailment. And, fo r the second consecutive 
year, o f the derailment events that did occur (on sidings or in yards), less than 10 percent were caused by a 
failure in the track structure. This compares to a much higher historical average of 35%  through 1998.

Reportable injuries at an all-time low
a. Year to date, ARRC has the lowest reportable injury frequency rate in the corooration’s history. The current 4 .2 

frequency rate represents a 63%  reduction from 1997.
Enhanced emergency planning tools
a. In 2002 , ARRC implemented its improved Oil Spill Prevention and Response Plan, which meets statutory 

requirements. The Plan underwent a public review process, including five public hearings in railbelt communities 
and a public comment period this spring, under the auspices of the Alaska Department of Environmental 
Conservation.

b. In 2002 , the ARRC completely revised and upgraded its federal spill and stormwater plans, and implemented an 
Environmental Management System to track compliance.

Equipment im provements to reduce emissions
a. In 2002 , ARRC initiated a program to install start/stop engine control technologv on our locomotives for use in 

cold weather. These enhancements will reduce emissions and noise pollution.

3.
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Reduce employee injuries to achieve an average of no more than 2 .0 injuries per 2 00 ,0 00  man hours
Invest an average of 20  percent of annual revenue in infrastructure maintenance
Grow overall revenue two to lou r percent per year
Successfu lly complete our federally-funded capital construction program
Redesign and build Anchorage and Fairbanks yard facilities to meet business, growth, and community requirements
Consistently run trains between Anchorage and Fairbanks under twelve hours

Achieve and sustain an annual real estate income of at least $10  million per year

Establish a formal railroad recruitment and training program
Eliminate 25 percent of at-grade highway/railroad 
crossings in Alaska
Fund and apply technology to train dispatching, signals 
and switching
Achieve and sustain an operating ratio of 0 .95 by 2006
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Depreciation
12.7%
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General & Administrative 
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Transportation Services 
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28.6%
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2003
Budget

' -V •• . i .Vifl.
2004

Forecast
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2005 

Forecast
2006

Forecast
.. ' **■

2007
Forecast

Freight $ 74.04 $ 76.81 $ 77.53 $ 77.66 $ 80.45

Passenger 14.95 15.27 15.58 15.90 $ 16.16

Real Estate 9.69 10.00 10.21 10.55 $ 10.76

Other 0.32 0.45 0.30 0.31 $0.30

Total $ 99.00 $ 102.53 $ 103.62 $ 104.42 $ 107.67J ;
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2003 - 
Budget

• V  v

2004
Plan

2005
Plan

..
2006
Plan
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2007
Plan

Operating Revenues $ 8 9 . 1 1 $  9 2 .1 $ 9 3 . 1 1 $  9 3 . 5 5 $  9 6 . 6 1

Operating Expenses ( 8 1 . 4 0 ) ( 7 9 . 1 9 ) ( 7 6 . 3 5 ) ( 7 5 . 7 8 ) ( 7 8 . 2 5 )

Net Income -  Operations 7 . 7 1 1 2 . 8 9 1 6 . 7 6 1 7 . 7 7 1 8 . 3 6

Net Income -  Real Estate 6 . 1 4 6 . 2 7 6 . 3 0 6 . 7 0 6 .8 1

Other Income 0 .20 0.21 0 . 2 3 0 . 2 5 0 . 2 7

Net Income (before 
depreciation and interest)

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

Depreciation ( 1 1 . 8 5 ) ( 1 2 . 5 0 ) ( 1 3 . 0 0 ) ( 1 3 . 5 0 ) ( 1 4 . 0 0 )

Interest Expense ( 1 . 0 9 ) ( 1 . 0 5 ) ( 0 . 9 8 ) ( 0 . 8 9 ) ( 0 . 7 9 )

Net Income (earned without Federal 
5307 Funds)

$  1 .1 1 $  5 . 8 3 $ 9 . 3 1 $  1 0 . 3 3 1 0 . 6 5

Federal 5307 Funds 4 . 4 3 4 . 8 0 4 . 8 0 4 . 8 0 4 . 8 0

Net Income $ 5 . 5 4 $  1 0 . 6 3 $  1 4 .1 1 $  1 5 . 1 3 $  1 5 . 4 5
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