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Fairbanks Qistrict Attorhey;~ O~fice handles all 
· misdemeanor- l:ases ·in central Alaska .,-- . . . 

• Domestic assault cases 

I °Lo£, irb ~ n.creas_e_1 a _an s ______ doubled to nver 600 when 
misdemeanor qomestic assaults 

. 
the city repealed its 
ordinances 

• More than 1000 drunk 
driving cases are handled 
annually by the Fairbanks 
office 

Increase in overall • Overall, the Fairbanks 
--Fairbanks-misdemean office handles over 4500 

misdemeanor cases 
each year in central 

1999 2000 2001 
Alaska, in addition to 

2002 2003 1200 felonies 
JO 



T.he corisequ~nc.e of higher ca.seloads· a~d stati.c resources:-, 
Fewet convictions ai1d. convicfipn.s for ·1esser charges. 

·. ~ t . • . 

. - . 

~----=---~--~--0~Yo~o~f all · ~lon~case~~~-• 
resulting~ in co:nviction for 
most se~ious~-pharge filed 

0% -

L 1993 
------------------ ----' 

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 

• As caseloads increase, 
more felony cases are plea­
bargained to lesser felonies 
or misdemeanor charges. 

• ~' 1m a high of 49°/o in 
1996, only 34°/o of felony 
offenders are now 
convicted of the most 
serious charge filed 
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Anchorage DA 's· O .. ffice: 
, Sexual Crimes Unit 

57% increase from I 06 cases in 2000 of sexual 
assault and child sexual abuse to 166 cases it1 2003. 
The unit also handles dozens of sex-related felonies 
sucl1 as child por11ography and sex off enders wl10 
fail to register. 

One new attorney is needed. 
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: . · -Ancho~age ·DA 's Office: 
Violent Crimes Unit 

46% i11cre:1se fron1 414 violent felonies in 1993 to 
605 cast~s in 2003. Tl1is includes n1urder, 
n1anslaughter, atten1pted n1urder, kid11appi11g, 
sl1ootings, stabbings and ain1ed robbery. 

One new attorney is needed. 
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· Anchorage DA.'s Office·: .. . ' . ~. \ 

· Felony Pro.perty Crime_s l)nit· 
. . . . •' 

l~hree attor11eys were assigned to l1andle over 800 
new f elo11y property cri111es ii1 Ancl1orage in 2003 
(burglary, theft and n1alicious destructio11) plus 
over 100 miscellaneous felonies, sucl1 as escapes 
from prison and felo11s possessing ha11dguns. This 
is a11 increase of over 200 cases in just two years. 

One new attorney is 11eeded. 

14 



.. ~ {\nc<Phorage Appeals Unit: 
Misdemeanor a · eats and Post-conv.ictjon r~lief 

Misdemeanor appeals and post-conviction relief (i11 
other words, a seco11d chance for an appeal) are 
matters that take valuable time away from busy 
district attorney offices. By handling those cases 
in tl1e Criminal Division's appellate office in 
Anchorage, all DA offices across the state will 
benefit. 

Two new atton1eys are needed. 
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• Child Protection 
- Three child protection attorneys 

- One child protection appellate attorney 

- One child protection paralegal for Fairbanks 

• One attorne)' for juvenil1e delinquency 

• One attorney for labor relations 

• One attorney for Ethics Act 

• One attorney for state affairs 
16 
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d p·er Att()r~ey . 
'. . . ,,. . 

Maximum 
caseload of 100 
per attorney wm; 
determined by 
the US DHHS, 
Administration 
for Children and 
Families, 2002 
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l!mergcncy cuslo<l)' without a 
ct>url order 

Ruic 6n 
AS 47. 111.142 

2 II rs 

C hild in Need of Aid Proceedings 

Emergency euslo<ly with o 
cuurl order 

Ruic 6b 
/\S 47.10.142 

4H hrs 

l'e1ilion for 0JjuJica1ion 
ltulc 7 

AS 47.10.011 

I 
Judge No lified 

Ruic 6 1 
Wllhln a rcusonnblc time 

48 hrs 

~ 
Tcmpornrr Cusltltly ll eurlni: 

[Ruic I OJ 
Is !here l'robnblc Couse lo believe Child in Need or Aid 

under AS 47.10.011 

Would c.inlioucd rlocemcul in home 
be contrary child's wclfore'! 

If Indian child, is removal ncccssnry 10 prc,·cnl imm incnt phys ical 
damoi;e/ harm lo child•/ Or. clear and ce>nvincing evidence supporlcd by 
expert lcslimony 1ho1 child likely lo suffer serious emotional or physical 

dnmogc·1 
SSS 

\'cs 

llhtc - l' osslbl<' II cu rings 

Red - Typlcul II corl111:s 

lnltlol Cose 
Confcrl•ncc 

rrclriol Conference 
and M cclins of Parties 

(Ruic 13) 

l 
Atljudicullon ll enrlni: 

(Ruic 15) 

/ 
Yes 

llehl wi1hin 120 <lo p after Probable Cause finding. 
ll os sta te shown by u preponderance or1hc E•·iJcncc tha t 

the child is C INA'/ 

At a n y time: 
l'luccmcnl Rc\'lcw II corh11: 

(ol request or uny purl)-. mny 
occu r more 1hun onH} 

A.S. ~7.lll.OR7 II curini: 
(secure rc ~ ldenllnl plocemcnl 

c\·cry 90 tloys) 

\'lsllnllun II carl11~ 
(al rcqueu or uny parly) 

G11:1rtllu11shl11 llcar1t1i: 
(A .S. I J.26) 

18 



Disposition llcarlng 
Court must enter order (including anpropriate findings) 

Prrm:rncncy lkarinR 
(t:l''! ry 12 months) 

ssss 

Extl•nsion or Custody 
II caring 

(ycnrly afier first 2 yrars) 

Termination or Pnrcntal mghts (Rull' 181 
Has OCS shown by clearond convincing evidence that either child is CINA and parent hasn' t remedied 

conduct/conditions in home; or returning child to home would pince child al substantial risk ofphysicol or mental iltiury 
or parent is incarcerated and requirements of /\S 47.10.080(0) :ire met? Expert testimony required in case oflndian child. 

ssss 

j 
Appeal to 

Alaska 
Suprcmr 

Coun 

ContcMl'1.l ,\doptlon llcaring 
(good cause to deviate rmm IC\V/\ 

placement preferences) 

fllur- Possible llcarings 

ltcll - Typical llearings 

\ 
Pcrmanrncy II caring 

(every 12 months even afier 
tem1ina1ion) 

ssss 
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• Cases are co11stantly cl1anging in te11ns of facts, 
circu111.stances, and the needs of childre11 and fatnily 

• Nun1erou.s parties ai1d participants with competi11g i11terests 
• Expert testi111ony req11ired 
• Cl1ild testimony often required 
• Additional hearings required by Adoption and Safe 

Fa1nilies Act in order for DHSS to obtain federal funding 
• Stress factor 

20 



• Shaken babies - subdural hematon1as, retinal dan1age, 
pem1a11e11t injuries, death 

• Broken bones - t1sually infa11ts and toddlers; 11ot consiste11t 
with accidental trau1na 

• Beaten children - bruised and swolle11 faces ai1d bodies, 
ct1ts and scrapes; child stoned by her parent 

• Un11ecessary medical procedures - parent insisted on 
unnecessary and u11wan·anted feeding tube 

• Siblings killed by a parent or partner of a parent 
• Starved, einaciated childrer1, failure to thrive 
• Children restrained, locked up or held it1 captivity witl1in 

portions of a ho1ne for lengthy periods of time 

21 



• Children found in ho111e containing inethan1phetan1ine labs or in close 
proxin1i~ · to d1ugs, inedicine, drug paraphe1nalia, dangerous iten1s or 
substances wh.il e the parent is incapacitated 

• Mother sn1othered infant while intoxicated, siblings re1noved 
• Parents driving intoxicat~d with children in the car 
• Parents leaving children, including infants, unattended while they use 

alcohol/d1ugs 
• Don1estic violence witnessed by children 
• Abandoned children, so111eti1nes at the hospital after birth, son1eti111es with 

relatives who seek OCS assif;tance 
• Children testing positive for cocaine at birth, nui11erous cases of cocaine 

positive children bo1n to sa111e 111o+her 
• Children required to care for younger children as a result of incapacitated 

parents 
• "Dirty house" cases - feces, exposed wires, chaotic living enviro1unent 
• Habitual crin1inals, incarcerated parents 
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• Sexual abuse by parents, relatives, or friends of pare11ts 
• Sexual abuse of childre11 too young to testify 
• Sexually abused childre11 witl1 u11supportive pare11ts who 

chose the perpetrator over the child 
• Sexual ab11se by a sibling, unsupportive parents 
• Parent who coaches or e11couragcs child to make u11true 

allegations of sexual abuse for the parent's own purposes 

23 
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. S.H. ·v._State, 42 P.3d 1119 (Alaska 2002)-. ... -

~ 

S.H. v. State 

10 years of suspected child abuse were finally substantiated in 1997 in an incident involving a meat cleaver 
during which intoxicated male parent, R.H. assaulted his wife, S.H, and two of the five children in the 
home. Less than three weeks later, DFYS received a report that the couple's 7 year old daughter was 
sexuaJly molested and another child was assaulted when S.H., the female parent, invitrd a couple she had 
met on a dating chat line to her house to engage in sexual activities. In spite of these events the children 
were allowed to stay in the home until 1999 until it became clear that domestic violence and substance 
abuse were still taking place in the home. S.H. did not comply with treatment and R.H. did not stay away 
from the home, as was required under the case plan. It was soon learned that R.H. and S.H. were using 
crack cocaine and smoking cigarette5 in the home, something that was prohibited because two of the 
children had asthma. Finally the children were removed from the home. A trial was needed because the 
parents refused to voluntarily relinquish parental rights. Parental rights were terminated. The decision was 
appealed, and upheld on appeal. 

The couple's five chi ldren were 13, 9, 7, 6,and 5 years of age at the time of te1111ination. All of them 
exhibited serious signs of trauma and behavioral disorders as a result of their lives in an abusive home. The 
lone female child exhibited signs of sexual abuse. 

Cases utilize initials and pseudonyms used by the Alaska Supreme Court 24 



R11/Jy A. V. DFYS, 2003 WL 23018276 (Alaska· . . 

. · 2003. M O&J . - . · · · 

Ruby already had three children, Mona, Shari, and Jin1 when she n1et Lloyd in 1996. Mona 
repo1ted that Lloyd sexually abused her. Lloyd was jailed on a DWI charge and after his 
release, went to Texas. DFYS took ten1porary custody of the children, but that lapsed after 
three n1onths and the children returned to Ruby's custody. Soon after, Mona reported a 
fa1nily friend, who was ulti111ately convicted of that charge, had sexually abused her. DFYS 
took custody of Mona but she was returned to Ruby in 1999. Two years later, Lloyd returned 
to Alaska and 111oved in the Ruby and her children. By then Ruby had another child. In a 
long and drawn out process, the children were ren1oved fro1n the home because of Lloyd's 
sexually abusive conduct and Ruby's unwillingness to protect her children fr0111 Lloyd. 
Another child was born in 2002, but because Ruby and Lloyd were still together, this child 
was al so taken into custody - requiring another lengthy trial and appeal process. 

25 



Jem1y was born prematurely and tested positive for cocaine in July 1996. Jenny's mother, Jane, had a 
long history of abusing drugs, becoming involved with abusive men, and neglecting her children. By age 
18, Jane was addicted to cocaine. She had repeatedly participated in drug treatment, but continued to 
relapse. By the time Jeru1y was born, Jane had already had 4 sons, all born cocaine-exposed, none of 
whom were in her care. DFYS sought custody of Jenny, which was granted. Jane was arrested a month 
after Jenny's birth and convicted for felony possession of cocaine. As in the past,DFYS attempted to get 
Jane to participate in substance abuse treatment and counseling related to past victimization and sexual 
abuse. 

Shortly thereafter, Jane became pregnant by Denver, a man she met while in jail. Denver had a criminal 
record and abused alcohol. Jane gave birth to another child, Carrie, in April 1998 and shortly thereafter 
completed residential treatment and actively participated in other treatment. 

Because experts believed that Jane was high risk for relapse, and the fact Jenny had spent more than 22 
months in continuous foster care, DFYS changed its permanent goal in for Jenny to adoption. The trial to 
tem1inate parental rights took place over the course of 28 days ending in the fall of 1999. During the 
course of the trial, Jane did relapse, and so custody was assumed of Carrie. The court terminated parental 
rights, finding that Jane had a long-standing history of substance abuse, a pattern of treatment followed by 
relapse, and continued relationships with violent men who pa1ticipated in criminal activity related to 
drugs. The court also found that she was at high risk of relapse and that she was unable to recognize how 
her behaviors affected her children or the impact on Jenny if she were removed from her long-term foster 
home. An appeal followed, and the decision was upheld by the Alaska Supreme Court. 

26 



·Frank E ... v. DFY·., 71 7 .P.3d 715 . ' 
. -

Alaska 2003 . ' 

~ 

In November 2000, po1ice raided a home, on a report that F.E. and A.E. were operating a meth Jab. They 
found metharnphetamine cooking on the stove, fi11ing the apartment with toxic vapors. F.E. was sitting in 
a chair with the toddler Br.E. on his lap, and a syringe containing methamphetamine in the cushion. The 
apati1nent was filthy, with lolives and razor blades accessible to the children. Dirty c1othes, dishes and 
dog food were strewn throughout the home. The dog food was apparently fed to the children, as the 
family had no dog. 

OCS assumed custody of the four chi1dren in the home. After both parents stipulated that the children 
were children in need of aid, they were placed with their paterna1 grandmother. The mother abandoned the 
children, and the father began serving a four-year sentence. OCS pursued tennination of parenta1 rights. 
Shortly before the termination tria1, and during father's incarceration, two of the minor children disc1osed 
that the father sexually abused them. 

A one week contested termination tTial was held in June 200 I. At the conc1usion of the hearing, the court 
postponed the trial for seven months, so that it could determine if father cou1d complete a substance abuse 
treatment program and remedy his conduct.When the trial reconvened in February 2002, the father was 
sti11 being held pending trial on the sex abuse charges. The court took testimony concerning the programs 
and c1asses that father was participating in, and again continued the termination hearing, this time to await 
the results of the criminal trial. Short1y thereafter, father was convicted of sexua11y abusing his 
daughters. 

In July 2002, the court terminated father's parental rights based on continued incarcerution, his failure to 
remedy either substance abuse problem_, and his violent tendencies. Father appealed the termination order 
and criminal conviction. In 2003, the A1aska Supreme Court affirmed the termination of parental rights.

27 
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. . 

Cl1ild Prot~ctio11 App'ellate Att;or11ey 
·~ ' . . . ' 

• The depa1ime11t 11as 25 cl1ild protectio11 appeals at ai1y 
given time. A n1anageable child protectio11 appeals 
caseload is half that amou11t. 

• An additio11al appellate atton1ey ii1 this area will furtl1er 
consolidate appeals ai1d acl1ieve sigi1ifica11t improvement 
in the state's perforn1ance in tl1e appellate arena because 
cases are better briefed and argued, and the implicatio11s of 
appellate decisio11s are clearly and quickly con1n1u11icated 
statewide - to atto111eys, and OCS. 

28 



The consequence o·f static resource in Child 
· ··Protection .,II J . 

• Heavy caseloads result ii1111issed deadlines ai1d risk loss of 
federal f1111ds 

• Fewer social workers a11d child protectio11 attorneys to 
protect Alaska's children fro1n neglect ai1d abuse 

• Cl1ild protection attorneys bur11 out a11d q11it - high vaca11cy 
and heavier caseloads result 

• Pote11tial fiscal sanctio11s 

29 



• Federal J11ve11ile Acco1u1tability Block Grant funds 
available througl1 an RSA with 1-I&SS were elimi11ated, 
resulti11g ii1 the loss of one JD attorney. 

• Services to DJJ were seriously reduced in Ke11ai at1d 
Anchorage. Personnel in tl1e DJJ are very co11cemed about 
this reduction, claiming tl1at tl1ey need more attorneys to 
represent them, t1ot fewer. 

30 



• The Executive Branch Ethics Act requires the -'e,. G· to ca11y out a wide 
variety of functions including all boards and r ·, . nissions and post­
state employ1nent issues of all forn1er state en ..>yees for a 1.wo-ye, r 
period after they leave state service. 

• Legal Functions Include: 

- Investigating and acting on con1plaints filed under the Ethics Act 

- Rendering of written and oral advice on ethics issues 

- Preparing written opinions on ethics issues 

- Analysis and recon11nendations on gift disclosure and outside en1ployment 
disclosure 

• Currently an unfunded mandatory body of work assigned to an 
attorney with other responsibilities 

31 



• Steady increases in the frequency and co1nplexity of lawsuits and other 
disputes involving labor and en1ploy1nent issues increase den1and on 
cun4 ent staff 

• State's budget issues are likely to lead to futiher increase den1and on 
the section 

• Changes and reorganization of governn1ent will further necessitate 
legal assistance and response to challenges to budget decisions made 
that in1pact en1ployees and recipients of state services 

• Two atton1eys are needed to provide the tin1ely advice that other state 
agencies need to n1ake sound labor and employ1nent decisions, and to 
represent state agencies effectively in cou11. 

32 



. 
~ .Legis .. lation and R~gulations Atto~ney 

• Located i11 the Office of the Attorney General 

• Staff of 2 attorneys a11d tl1ree other staff positions 
con1pared to Legislative Affairs Agency with 7 .5 atton1e;rs 
a11d 15 other staff positions 

• Deadlines set by statut~ or uniform rules 

• Section is critical achieving tl1e Governor's goals 

• Better and faster legal review and drafting of regulations as 
well as legislation 

33 



• Department has been underfunded over a 
long period of tin1e 

• Difficulty meeting statutory responsibilities 

• Thorough review by Department and 
CWAG 11as identified some cost efficiencies 
whicl1 were implemented, b11t has been 
unable to eliminate any significant body of 
work without jeopardizing core 
responsibilities 34 



• Gregg Renkes, Atto1ney General 465-2133 

• Scott Nordstrand, Deputy Atto111ey General Civil Division 
465-6179,269-5100 

• Susan Parkes, Deputy Atton1ey General Crin1inal Division 
269-6379 

• David Marquez, Legislative Liaison 465-2132 

• Kathryn Daughhetee, Director, Adn1inistrative Services 
465-3673 

__. . ' . ' ' 
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GREGG D . RENKES 

ATTORNEY GENERAL OF ALASKA 

The Honorable John Harris, Co-Chair 
House Finance Committee 
Alaska State Legislature 
State Capitol, Rm. 505 
Juneau, AK 99801-1182 

February 26, 2004 

Tht.: Honorable Bill Willi~ Tl1S, Co-Chair 
House Finance Committee 
Alaska State Legislature 
State Capitol, Rm. 515 
Juneau, AK 99801-1182 

Re: Department of Law Fiscal Year '05 Budget 

Dear Chairman Harris and Williams: 

Thank yo11 for the upcoming opportunity to meet with the House Finance 
Committee. As we approach fiscal year 2005, l 'd like to share my concerns about the 
challenges and opportunities facing the Department of Law, while acknowledging that 
thcsr are difficult times to ask for additionnl rcsomccs. 

One of the core respunsibilitics of om stale govcrn·11ent is to protect the safety of 
the public. Sadly, ,,·e are currently not meeting this responsibi lity. During his campaig11 
for election, Governor Murkowski recognized that a lack of commitment by the past 
administration had left A'.askans more \'Ulnerablc to crime, particularly women and 
children. At the Go\'ernor's direction I have :1roposcd a budget that will allow us to 
address the most severe and urgent public saf<..ty needs. Q\·ernll, the effect of the House 
finance Subcommittee reduction lca\'\~S the Department in the position where it cannot 
fund the Go,·ernor's pr'.or;tics to increase criminal prosecution and protect chil-:ircn in 
Alaska. In fact , the m·crall impact of the subcommi ttee' s action reduces Lm,·'s gcncrnl 
funds bclo\\' the FY 2004 lc\'cl. This is or parnmount concern to me because the same 
House Subcommit1ce fully funded the Department of Public Safety's request for 20 new 
state troopers, supplying public snfcty protection tools ton portion of the state's criminal 
justice team while at the same time cffccti,·cly reducing our ability to protect the public 
from the worst offenders. It is the ,,·omen. children and neighborhoods of our slate that 
will suffer should this budget decision stand. 

I 2J -lth Stt\'l'I • Suite -=-150 • Dinwnd Cln11'llllit1~c • P.O. 13ox 11()'.)(1(} • J1111c:n1. AK 99811-0JOO 
( 907) 465-2133 • Fax • ( 907) 4Cl5-2075 • Grcgg_Rc11kcs ~i' law.:-:tatl·.ak. u~ 



House finance Committee 
Re: Dept. of Law fiscal Year '05 Budget 

February 26, 2004 
Page 2 

As you prepare the Finance Committee's version of the operating budget, I wanted 
to review key requests for funding reflected in the Governor's FY 2005 budget and 
compare them to the changes the House Subcommittee made in developing the 
Department of Law's budget. 

C Rll\'iI NAL DIVISION 

Jn the last I 0 years, felony caseloads for our prosecutors increased 56% statewide. 
Jn that same period, General Funds to the Criminal Division increased only 22%. Due to 
increased benefit costs and other fixed increases, the 22% increase resulted in only a l 0% 
increase in the number of actual General Fund prosecutor positions. To deal with the 
over\\'hclming caseloads, while still aggressively prosecuting high priority crimes, more 
lower priority cases arc being pica-bargained to lesser felonies or misdemeanor charges. 
In 1996, 49% of all felony offenders \\'ere convicted of the most serious charge filed. In 
2003, that number dropped to 34%. Additionally, the increased stress on our prosecutors 
leads to a high turno,·cr rate, putting additional pressure on the offices to find ways to 
t~rnnagc the cnseloads, and that often means dismissing or reducing charges. 

To reYersc the statewide trend toward higher cnseloacls, we arc requesting 
two new attorney positions in the Offi ce of Special Prosecutions and Appeals to take 
o\'er misdemeanor appellate and .:h·il litigation du ties that current ly bu rden all local 
district attorney oflices. These cases nrc better lrnncl lecl by attorn eys trainccl in 
nppcllntc p ro eccl ure, thereby lea Ying front-lint prosecutors :wailable fo r court 
p rocccd in gs. 

FY 2005 GoYern or's Request - 5236,400 G F 
FY 2005 House Finance Subco mm ittee F1111cli11g - None 

The House Subcommittee also eliminntccl the funding for Victims for Justice and ..... 
adopted the Gm·crnor's budget re\'ersal of a number of one-time special appropriations 
not in the Department's base budget. 

There arc t\\'O other areas \\'here the si tuntion is particularly critical: Kenni and 
Anchorage. 

A. Kl•nai Distr ic t Atto rnev's Offi ce 

The Kenai District At torney's office has the highest caseload per attorney in the 
state. In the last I 0 years, the Kena i felony cascloncl increased 60%, most of that coming 
in just the Inst four ycnrs. The misdcmcnnor rnsdoad is nlso on the rise. This fou r­
•Htorncy offi ce handles 700 fe lonies and 3000 misdemeanors per year, 600 of \\'hich arc 
drunk-drivi ng cnscs. 



House 1'7inance Committee 
Re: Dept. of Law Fiscal Year 'OS Budget 

February 26, 2004 
Page 3 

To ' .:gin to add ress the serious need in the Kenai District Attorney's Office, 
we are requesting one additional General Fund attorney position in Kenai. 

FY 2005 Governor's Request - S125,200 CF 
FY 2005 House Finance Subcommittee Funding - None 

B. Anchorage District Attorney's Office 

Jn Anchorage, the felony caseload has increased 60% since 1993. Particulurly 
disturbing is the Sexual Crimes Unit's caseload increase: since 2000, these cases hnve 
incrc~1sccl by 57%. Sexual assault cases arc some of the most difficult and resource­
inlcnsi,·e. The Violent Crimes Unit nlso saw a sharp caseload increase from 414 violent 
felonies in 1993 to 605 cases in 2003; a 46% increase. The Property Crimes unit is 
extremely overburdened; the unit currently has three attorneys handling a felony caseload 
of 900 new cases per year. The only way for prosecutors to manage such difficult work 
loads is to dispose of cases the most expeditious wny possible. It is the victims of crime 
that suffer. 

To acl er)l1:t tely address the Anchorage com munity's public safety needs, we 
arc req uesting three new General Fund attorney positions, one for each of th e al>orc 
named un its .... \cJclitionnlly, we arc req uesting one l'cdcrally funded gun prosecutor, 
fre eing General Fund resources to be clircctecl to other high priority cases. 

FY 2005 Governor's Request - S383,600CF,S120,000 Feel cm I Fun els 
FY 2005 Bouse Finance Subcommiltce Funding- No General Fuucls, 
SJ 20,000 Federal Funds 

CIV rL DIVISIQ;\' 

A. Protel'ti ng Children 

Child-i 11-Nccd-of-A id (Cll'\:\) cases arc among the most stressful and difliculL 
C.:i 1ses \11\(krtakcn by the Department or Law. The caseload faci ng CINA lawyers, 
pmtii:ttlarly in 1\nchoragc and Bcthd, is for in excess of the national standard of I 00 
chi lclrL'll per attorney. The paralegal and npµc llntc support proYiclcd to those nttorncys is 
inackquate. Speci fi ca ll y, Fairbanks has no paralegal support for th ree CINA attorneys. 
Only :\nchorngc has the benefit of" cledicawcl ntlorncy to handle CINA appeals. These 
prcssun:s, combined \\' ith rcl:i ti n:ly low nttorncy pay, result in high lurnovcr and vacancy 
rate:; nf alltl rn~ys clni11g CINA cas~s. 
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House Finance Committee 
Re; Dept. of Law Fi:;cal Year '05 Budget 

rcbruary 26, 2004 
Page 4 

In respo nse to this crisis, we propose three additional CINA attorneys to 
relieve the Anchorage and Bethel caseloads, one :tttorney to cover statewide CfNA 
appeals, and one paralegal to support the Fairbanks CINA attorneys. 

FY 2005 Governor's Request - $644,200 GF 
FY 2005 House Finance Subcommittee Funding- $467, 700 GF 

B. Juvenile Justice 

D~linquency cases involve representation of the Division of Ju\'enile Justice (DJJ) 
in prosecuting juvenile delinquents.' Generally, the number of cases our office handles is 
commensurate with the number of attorneys available. Given current staffing levels, DJJ 
receives legal assistance in only about 17% of cases. 

111FY2003, the Department of Law had two fu ll time and one halftime attorney 
positions handlingjuvcnile delinquency cases in Anchorage and Kenai. One of those 
attorneys was financed by an RSA with DHSS using funds from the federal Juveni le 
Account.-ibi lity Inccnti,·e Block Grant (JAJBG). The JAIBG money wns cut for FY 2004, 
resulting in the loss or one position Services to DJJ were seriously reduced i" Kenai and 
Anchorage. 

\\'c arc requesti ng one new clcli11quency attorney position in Anchorage. This 
will resto re a delinquency position lost in FY 200-t ancl give us the ability to restore 
attorney representation in the most serious juvenile clclinquency cases in the 
Anchorage ancl Kenai area. 

F\' 2005 Govern or's Request - $1I2,200 G F 
FY 2005 House Finance Subco111111ittcc Funding- None 

C. Et'hics Attorn ey 

The Executive Branch Ethics Act requires the Attorney General to carry out n 
wick \'\ll'iety of funcLions for the i111plc1rn:ntatinn and enforcement of the Ethics Act for 

The Ch·il Dh·ision handles delinquency cases in some parts of' the state but not in 
others. The Anchorage oflicc handles delinquency cases in Anchornge. Kenai, and 
Dillin£h;1111 . The F:1irbanks office h:111dks Fairbanks nnd B;1rrow del inquency cases. The 
Bethel oflicc handles cldi11quency cases in that region . In nil other ;m:as or the state, the 
Cri111i11al Dh·ision is n:sponsiblc for handling ju,·cnilc delinquency cas1.:s. In order to 
u11iry aclministrntion. in ivlarch1 200~1 th\.! CiYil Division will transfer its dl!linqucncy 
casc l~l;\d to the Criminal Division. along with nil the rl!sourccs it presentl y utilizes in tlwt 
l'l.'gard. 
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the executive branch of state government, including all boards and commissions and 
post-slate employment issues of all former state employees for a two-year period after 
they leave state service. Ethics Act advice, investigations, follow-up, and training must 
be provided in a timely manner to facilitate agency decision nrnking, to prevent potential 
problems, and to ensure sound enforcement of the law. 

In the past administration, only a fraction of one attorney's time was dedicated to 
this impoi'lant responsibility. The remaining ethics work was parceled out to other 
attorneys. While the ethics attorney's tasks may occasionally exceed a single attorney's 
capnbilities, the Department of Law docs not presently have even that capacity. The 
attorney presently nssignecl to handle Ethics Act functions is also assigned to work on 
Indian Law issues. Gi\'cn the \'olume of work in both areas, we arc unable to give either 
the attention they require. 

'Ye arc requesting the addition of one attorney position cletlicatecl entirely to 
Ethics Act responsibilities. 

FY 2005 Go\'crnor 's Rcquest-Sll2,200 GF 
FY 2005 House Finance Subcommittee Funding- None 

D. Labor Relations nncl StMe Affairs 

Steady incre<1ses in the frequency and complexity of lawsuits and other disputes 
invoh·ing labor and employment issues lrns increased attorney demands in the Civil 
Dh·ision's Lnbor nncl State Affairs Section. The state's current budget challenges will 
likel y lead to further increases in labor and employment disputes requiring legal 
assistance. 

Presently, all the conlrncls ,,·ith the slntc's employee unions me under negotiation. 
111 recent years, the Department of Law provided little direct <1cl\'ice regarding lnbor 
negotiations <lncl administrnti\'c proceedings rclntccl to those contracts. \Ve ,·iew that 
approach as t111\\'i sc and arc unclcnakinr to provide legal support to the negotiating teams 
in the Department of Administration through a short-term RSA. To maintain that 
support, \\'C must add an <!ttorncy position to the FY 2005 budget. 

The Labor and Stale Affairs Section also suffers from the shcm enormity of the 
legal ad,·icc n:quin:d to support the administrntion 's initiatin:s. The Di.:p;1rtment of Law 
is the "agent of' change" in gm·crn1111.:nl ; recent stale goYi.: rnmcntal changes require our 
:1tt0rni.:ys' :tL'li,·e participation. \\'c simply need more help to support the process. 

Two :1clditio11:1l attorneys arc necessary tu proridc labor relations nn<I 
gorcrnulL'lll reform adric.·c to the Go\'crnor n11cl Excl'uth·c Ilrnnl'h ngt• 11rics. 
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E. Legislntion and Regulations (Executi\'c Office of the Attornev General) 

The Legislation and Regulations Section reviews and edits all legislation and 
execuli\'C orders for the Office of the Governor, edits amendments to bills during the 
session, reviews and edits bill reviews for the Governor's considerntion for action on 
pnsscd legislation, prepares veto messages, edits administrative orders, and reviews and 
edits regulations for legal sufficiency. In addition, this section responds to a myriad of 
requests foi- legal assistance and advice suJTouncling the governor's legislation, regulation 
drnfting, and public records and the Open Meetings Act requests. 

The Legislation and Regulation Section's work requires professional research, 
drafting. and editing under high stress within tight timelines. Many of the section's 
dcndlines arc set by statute or uniform rules of the Alaska State Legislature. Also, many 
requests from the Office of the Go\'ernor haYc strict deadlines requiring immediate legal 
ser\'iccs for preparing amendments to discuss with legislators and stakeholders. 

The Alaska Supreme Court requires that virtually all major policy decisions by 
state agencies not already in statute be established by regulation. Timely and thorough 
regulation reviews arc necessary to m·oid successful legal challenges to major policy 
reforms . Because of the volume of work during the legislati ve session to nddrcss .... "' 
requests of the Offire of the Governor and coordinate legislative responses, the entire 
burden of regulation attorney work fal Is on one Assistant Attorney General during tht 
session. The Legislation and Regu lations Section needs an ndditionnl attorney position to 
fulfill its responsibi lities for professional nnd statutoril y required standards. 

FY 2005 Go\'crnor's Request - Sl47,400 GF 
FY 2005 House Finance Subco mrnitt'cr Funding - None 

DEPARTl\ I ENT " 'JOE 

A. Rising Costs of Personal St•n·iccs 

The 1.:ost of bene fits for existing personnel is expected to incr(!asc sharply in fY 
2005. In order to minimize the cost impact, the Dcpt1rtmc11t of Li\\v deleted :1 11umbcr of 
l ong-st~111ding \'acancics. The I louse Subcommittl.!c 20% reduction amounts to $266

1
700. 

FY 2005 Gorcrnor's Request - Sl,360,100 G F 
FY 2005 II o use Fina 11 cc Suh co 111111 i ttcc Fu 11 cl i 11~~ - $ 1.093,400 G F 
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In addition to denying certain increments and partially funding others, the House 
subcommittee adopted a number of other budgcl cuts: 

I . A 25% reduction to the travel line item - a reduction of this magnitude is not 
sustainable. The bulk of the department's travel is mandatory for witnesses, 
depositions, court appear~mccs and proceedings. The Criminal Division would 
be hardest hit by this reduction. 

FY 2005 GoYernor 's Request - No reduction 
FY 2005 House Finance Subcommittee Funding- $292,700 GF rccluctiou 

2. Elimination or reduction of personal services costs in three areas: 
a. J 11 nccordance \\'ith recommendations made by the Con ference of Western 

Attorneys General, supervision of Ci\'il Division sections was consolidated. 
New statewide supervising attorneys were moved up one salary range in 
order to reflect their signi ticnntly increased supervisory responsibili ties. 
The House Subcommittee cut the funds for the one rnn!Ie increase . .... 

b. The Attorney General rcclasscd a special assistant position downward to an 
Associate Attorney ~llCl tasked that individual \\'ith media and 
commun ications responsibilities. Most state agencies hnve at least one 
position doing this type of work. The House Subcommittee cut the funds 
for the salary and benefits associated with the posi tion. 

c. The subcommittee inexplicably cut all funding for the salary and benefits 
for the Deputy Attorney General component in the Ci,·il Division, 
effccti\'cly zeroing out the personal services line item. 

Net effect: 

FY 2005 Gonrnor's Request- No reduction 
FY 2005 House Finance Subcommittee Funcling -S26S,300 GF rccluction 

CONCLUSION 

My rl.' r ie\\' of the Dcpnrt mcnt of Law O\'cr the course or this 1 ~1 s t ycnr has rcvcnlcd 
an agency th;1t docs not han· su ftiricnt funding to meet its basic statutory responsibilities. 
\Ve c;irc full y c\'aluatcd the Department's resources over the last year and concluded that 
no n111ount or reorganization or prioritization can addrl.'ss th <.! funding shortfalls. The 
Hot1 SL' Subcomn1ittl.'c's budget if enac ted will k avc us even funher from the Go\'crnor's 
goals of imprn\' ing public safely and protc~ting chil dren from harm. Further, we will not 
be able to m~ct our basic statutory responsibilities in the nrcw; o f eth ics. labor relations, 
regulatory and legislative rcd cw. 
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Again, thank you for carefu~:J ...... vnsidering these requests. If you have any 
questions prior to our upcoming meeting, do not hesitate to call me. 

Sincerely, 

Gregg D. Renkes 
Attorney General 
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February 27, 2004 

Governor Frank Murkowski 
3rd Floor State Capitol 
Juneau, AK 99811 

Commissioner William A. Corbus 
De~artment of Revenue 
111 Floor State Office Bldg. 
Juneau, AK 99811 

Re: AGPA Application under Alaska Stranded Gas Development Act 

Dear Governor Murkowski & Commissioner Corbus: 

The Alaska Gasline Port Authority voted at its December 12, 2003 annual 
meeting to submit an application under the Stranded Gas Development Act 
for determination by the Commissioner of Revenue that the Port Authority is 
a qualified sponsor and that the project qualifies under AS 43.82.100. 

While the Stranded Gas Act was authorized to allow the fiscal terms relative 
to royalty and taxes be tailored to the particular economic conditions of the 
project, the Port Authority structure requires no such concession on the part 
of the State. In fact, as is demonstrated in the application, the Port Authority 
project is, without such concessions, the most favorable gasline project to 
1he State and the gas producers in terms of well head value. Further the "Y­
line" concept of the project, with the additional line to Southcentral Alaska, 
provides for maximum market exposure and maximum in-state distribution 
of Alaska's natural gas resources. 

Pursuant to AS 43.82.200 it is the intent of the Port Authority, to negotiate 
with the Commissioner, a contract for payment of impact funds to affected 
municipalities prior to and during construction. This will provide Alaskan 
communities with the means to mitigate the strain on local infrastructure 
during construction, as well as share the benefit of development of Alaska's 
natural resources with all municipalities throughout the term of the project. 



ALASKA GASLINE PORT AUTHORITY 

As evidenced in this application, the Port Authority structure, with the "Y-line" concept, 
allows for the maximum development of Alaska's natural gas resources to the maximum 
benefit of its people. 

In accordance with its formative mandate, the Alaska Gasline Port Authority intends to 
provide for the maximum commercialization of Alaska's North Slope natural gas 
resources by securing North Slope gas supplies, and financing and contracting for the 
construction and operation of a gas pipeline project. 

The Port Authority looks forward to continuing its work with other project applicants in the 
exploration of ways to make the Port Authority structure available to maximize the 
benefit of a natural gas pipeline. 

•,LASKA GASLINE PORT AUTHORITY 

By:~ 
Mayor, City of Valdez 

Enc. 
cc: Commissioner Tom Irwin, Department of Natural Resources 

Attorney General Gregg D. Renkes 
Jim Clark, Chief of Staff 
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Executive Summary 

Project Description: 

AaPA· ... .... ,"" ..._"\ . .....- .. ' 
f U U t t UIHr, fltj flUUH 

1'200306020\Pfes pp1 

Three co11q1one11t gas distribution systeni U'hich inclutles: 

• a pipeline fro11i I'rudhoe Bay to Valdez for West Coast LNG, 

•a line fro111 Delta Junction to the Canada Border 

•and a line froni Glenna/fen to existing Southcentral gas grid. 

6 



Executive Summary 

Cost Estimate: 

Gas Conditioning Plant: 

Pipelines: 

LNG Plant and Port Facilities: 

LPG Extraction Facility: 

Soft Costs: 

Total Project Cost: 

FiOl)306028\Pros ppl 

$4. 3 B iilio n 

$10.15 Billion 

$3. 7 Billion 

$. 5 Billion 

$7.4 Billion 

$26. 05 Billiou 

7 



Executive Summary 

Annual Revenue Benefits Resulting From Tax Exempt Structure 
of the Port Authority: 

JGP~ · ' ... ,, .. , .. ...... " 
OJI U f1H11,IUI '""' ' " 

F20030G020\Pres ppl 

Proditcers -

~5tcite of Alas/ca -

Milnicipalities -

$4.255 Billion 

$1.356 Billion 

$299 Million 
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Executive Summary 

Unique Benefits of Port Auttiority Project Structure: 

r200J0602B\l•rn ppl 

• Exe1111Jtion fro11i .federal inco11ie ta.x that provides 
additional benefits to project stakeholders including: State 
o.f Alaska, 1nunicipalities, in-state off-take JJllrchasers 
JJrotlucers and JJipeline OJ)el'{ltors 

• Co1111Jetitive access to pi11eline capacity 

•Guarantee gas SUJJJJly for in-state use 

•Maxi11uun 1narket diversification 

_ _..~, _,._,,_ ... .._ 
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Tax Revisions Needed for Project Economics 

~ Municipal: None 

~ State: None 

> FGderal: None 

Legislation Needed to Improve Project Economics 

>Municipal: 

>State: 

>Federal: 

JGPA· 
._ #I .~ ... J ". •1' , .... ,,,., 
jlllf tl•1uu,u1''"" '" 

F200306020\Prc t ppl 

None 

None 

None 

10 





APPLICATION OF 
THE ALASKA GASLINE PORT AUTHORITY TO 

THE STATE OF ALASKA, 
FOR APPROVAL UNDEIR A.S. 43.82 

THE ALASKA STRANDED GAS DEVELOPMENT ACT 

February 27, 200'; 



Table of Contents 

I. INTR.ODUCTION ................................................................................................................. 2 

II. AS 43.82.100- QUALIFIED PROJECT ........................................................................... 10 

111. AS 43.82.110-QUALIFIED SPONSOR OR QUALIFIED SPmJ~JR GROUP ............. 12 

IV. AS 43.82.130 - QUALIFIED PROJECT PLAN ................................................................ 14 

V. NATURE AND SOURCES OF FINANCING .................................................................... 17 

VI. PURCHASE PRICE OF GAS ........................................................................................... 18 

VII. BASE CASE ASSUMPTIONS AND RESULTS ............................................................... 19 

VIII. BENEFITS OF PORT AUTHORITY FINANCING AND TAX-EXEMPT STATUS ....••..••• 20 

IX. ADDITIONAL BENEFITS OF THE Y-LINE ...................................................................... 21 

X. TIMEFRAME FOR PROJECT COMPLETION ................................................................. 22 

XI. SOURCES OF SUPPLY ................................................................................................... 23 

List of Exhibits 

1. AGPA Project Presentation Book I Economic Model 
2. Alaska Municipal Port Authority Act 
3. Port Authority Enabling Ordinances 
4. IRS Ruling 
5. · Pedro Van Meurs Opinion 
6. Alaska State Constitution 
7. Crystal Energy MOU 
8. Project EPC Schedule 



Application of the Alaska Gas line Port Authority to 
the State of Alaska, Department of Rev~nue 

Under the Alaska Stranded Gas Development Act 

The Alaska Gasline Port Authority (Port Authority) submits this application 

pursuant to the Alaska Stranded Gas Development Act, AS 43.82.010. By 

submitting this application, the Port Authority expresses its intent to secure 

Alaska North Slope natural gas supplies, enter into contracts with natural gas, 

LNG and LPG purchasers both intrastate and for export, obtain financing for and 

contract to construct and operate a gas pipeline for the transportation of North 

Slope natural gas to market. 

This pipeline will consist of an overland gas pipeline from Prudhoe Bay, 

Alaska to tidewater at Valdez that will run parallel to the existing Trans-Alaska Oil 

Pipeline, with a line from Delta Junction to the Canada Border near Beaver 

Creek, Yukon Territory. Additionally, a line will be built from Glennallen, Alaska 

into the Matanuska-Susitna Valley, (approximately 125 miles) to connect with the 

existing South Central natural gas grid to provide gas to the Matanuska-Susitna 

Valley, Anchorage and the Kenai Peninsula (Project). 1 

As required under AS 43.82.130, the Port Authority submits for 

consideration and approval to the Department of Revenue, along with this 

application, the required project plan. The Port Authority requests a 

determination by the Commissioner of the Department of Revenue that the 

proposed project plan is a qualified project plan within the requirements of AS 

43.82.130. 

1 Exhibit I - AGPA Project Presentation Book 
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I. Introduction 

The Alaska Gasline Port Authority is a municipal port authority established 

on October 5, 1999, in accordance with the Alaska Municipal Port Authority Act 

(AS 29.35.600), et. seq. (Port Authority).2 The Port Authority was formed by the 

municipalities of the North Slope Borough, Fairbanks North Star Borough and the 

City of Valdez.3 An election was held in each of those municipalities and the 

percentage of voter approval for the formation of Port Authority averaged 

approxirrately 80%. Shortly following its formation, the Port Authority submitted 

to the IRS an application for a private letter ruling establishing that all income tC' 

the Port Authority would be tax exempt. On January 24, 2000, the IRS issued the 

requested private letter declaring that income to the Port Authority would be 

exempt from federal income taxes.4 According to petroleum economist and 

consultant Dr. Pedro Van Meurs, this IRS ruling provides $10-20 billion in 

additional benefits to the Port Authority Project, 5 Therefore, the Port Authority 

Project requires no dependence upon Federal legislation to provide tax 

incentives or price floors. Further, the amount of this benefit exceeds any State 

and Municfpal tax breaks that could conscionably be negotiated to improve the 

economics of an otherwise taxable gas pipeline project. The Port Authority will 

request an additional IRS ruling prior to the beginning of the construction of the 

Project, as is typically required, to reflect modifications in the Project since its 

original submittal to the IRS in 1999. 

2 Exhibit 2 - Alaska Municipal Port Authority Act 
3 Ex11ibit 3 - Establishing Ordinances 
4 Exhibit 4 - IRS Ruling 
5 Ex11ibit S - Pedro Van Meurs Letter 

Ah1skn Strnnded Gas Development Act I Applicutlon or AGPA Puge 2 



Project Cost Estimate 

The Port Authority engaged the services of Bechtel Corporation to provide 

a comprehensive hard-dollar, not-to-exceed price for the Project. The initial 

Project consisted of a gas pipeline from Prudhoe Bay to run parallel to the Trans-

Alaska oil pipeline, to an LNG liquefaction terminal in Valdez, utilizing existing 

permits. The Project has since been modified to include the addition of a line 

through Canada, which greatly increased the debt service coverage ratio as will 

be explained further in this application. Further, the Project includes a line from 

Glennallen to approximately Sutton to connect with the existing Southcentral 

natural gas grid in an addendum to the project cost estimate.6 

Economic Model 

In conjunction with work done by Bechtel Corporation, the Port Authority 

engaged the services of Taylor-DeJongh to develop an economic model 

incorporating the work performed by Bechtel Corporation. Taylor-DeJongh is an 

organization of :nie.rnationally acclaimed energy financial advisors headquartered 

in Washington, D.C., with offices worldwide, and has, in some capacity, been 

involved in most of the international LNG projects financed around the world over 

the past 1 O years.7 See www.taylor-dejongh.com. 

6 Exhibit l, pg. 6-10 - Bechtel Project Cost Estimate 
7 Exhibil 1, pg. S - Taylor DeJongh Economic Model 
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Financing 

Financing for the Port Authority gas pipeline would be similar to other 

municipally financed projects in that it would be 100% project financed with no 

private ownership or equity interest. This is a key element to the Port Authority 

Project as any private investment would nullify the Port Authority's extremely 

valuable IRS tax exempt status. Upon examination and advice by Merrill Lynch, 

in order to finance and obtain 100% debt financing, the Port Authority Project 

would need to have a minimum of 1.7 debt service coverage ratio (DSCR). As 

the initial model developed by Taylor-DeJongh in 2000 did not result in the 

required 1. 7 minimum DSCR, the Port Authority explored options to increase the 

debt service coverage ratio. As will be fully developed in this application, the 

addition of a line to Canada greatly increased the DSCR. The shared cost of 550 

miles of pipeline (Prudhoe Bay to Delta Junction) and the shared cost of the very 

expensive gas conditioning plant (GCP) on the North Slope greatly improved the 

economics of the Project. The Port Authority Project has also been designed to 

transport propane anu butane down the line. The transport and sale of these 

liquids improves project economics by approximately $1 .75 billion per year. 

As a result of the over 55,000 work hours by Bechtel developing a hard­

dollar, not-to-exceed price for the Project. which includes substantial 

contingencies and Taylor-DeJongh's economic models, the Port Authority is 

confident that the Y-line concept with a line to the Canada border from Delta 

Junction and a line into the existing Southcentral Alaska natural gas grid, is the 

Alnskn Stranded Gas Development Act I Application of AGPA Page 4 



most financially beneficial project to Alaska. 8 As is set forth in more detail in the 

exhibits of this application, the Y-line concept, with approximately 2.6 bil!ion cubic 

feet of gas per day (2.6 Bcfd) to Valdez and 3.1 Bcfd from Delta Junction to the 

Canada border, generates a potential well head price: of $1 .48 (generating over 

$4.255 billion annually for the producers), and potential revenues to the State of 

Alaska and Alaska municipalities of $1.5 billion annually; assuming a natural gas 

price in Chicago of $3.75/MMBtu and an LNG orice of $2.75/MMBtu at Valdez.9 

The Port Authority Project scenario also sets in place the basic infrastructure for 

optimization of in-state distribution of gas, allowing not only lower cost, clean 

burning energy, but the potential for continued and expanded petrochemical 

industry throughout Alaska. 

In addition to obtaining a ruling of federal income tax exempt status from 

the IRS, a hard-dollar I turn-key price from Bechtel Corporation and an economic 

model from Taylor-DeJongh that confirms the Project financing feasibility, the 

Port Authority has entered into its first MOU with a company that has applied for 

permits to construct and operate an LNG receiving terminal cf. the coast of 

California. The Port Authority's Project infrastructure, the Y-line and the inclusion 

of propane and butane, returns the greatest well-head price for the gas and the 

greatest financial benefit to all Alaskans from Alaska's natural gar reserves. 

A basic element of the Port Authority Project is the inclusion of a Project 

revenue distribution to all municipalities in Alaska providiny a stable community 

1 Exhibit 6 - Alaska State Constitution Article VIII, sec. I &2 
9 It important to note that these benefits will be available from a proji:ct thnt is not being financed or 
guaranteed by the producers or the State of Alaska. 
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dividend that may be used for funding of capital projects, basic services and 

improved quality of life. 

Allowing for maximum competition in the development of Alaska North 

Slope natural gas :s in the best interest of Alaska. The Port Authority is 

committed to assuring no undue restrictions of access to gas pipeline capacity for 

producers of ANS gas. 

The Port Authority welcomes an opport•1nity to fully discuss this 

application with the Commissioner of the Department of Revenue or appointed 

designees. 

Additional information about this application and inquiries about the Alaska 

Gasline Port Authority should be directed to: 

William M. Walker 
Walker & Levesque, LLC 
731 N Street 
Anchorage, AK 99501 
278-7000 
bill-wwa@ak.net 
www.alaskagaslineportauthoritv.com 
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Alaska Stranded Oas Development Act 

Legislative Intent 

It is the intent of the legislature that 

(1) in awarding contracts under the Alaska Stranded eas 

Development Act, a qualified sponsor or qualified sponsor 

group and contractors of the qualified sponsor group may 

develop and enter into project labor agreements with 

appropriate collective bargaining organizations for each 

project for which a contract is entered into; and 

(2) each contract for payments in lieu of taxes and for royalty 

adjustments entered into u~.der the Alaska Stranded '7as 

Development Act contain a provision by which the contract 

may be reopened by any party to the contract; the subject 

matter of the reopening may be dealt with through the use of 

arbitration proceedings agreed on by the parties. 

In accordance with the legislative inte,1t as stated in the amended 

reauthorization of the Alaska Stranded Gas Development Act, the Port Authority 

recognizes the benefit of negotiated project labor agreements in its goal to 

maximize Alaskan participation in a stranded gas pipeline project. 

In further accordance with legislative intent and to the extent permitted JY 

its financing documents, the Port Authority commits to include a provision by 

which the contract may be reopened by any party to the contract. 
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ALASKASTRANDEDGASDEVELOMENTACT 
AS 43.82.010- Purpose 

(1) encourage new investment to develop the state's stranded gas 

resources by authorizing establishment of fiscal terms related 

to that new investment without significantly altering tax and 

royalty methodologies and rates on existing oil and gas 

infrastructure and production; 

As a subdivision of government, the Alaska Gasline Port Authority Project 

will be exempt from taxation. Therefore, the Port Authority does not seek any 

changes in the current tax and royalty methodologies and rates. However, the 

Port Authority recognizes the significant economic impact to Alaskan 

communities relative to the gas pipeline project and will negotiate in good faith 

with the Commissiom~r of the Department of Revenue a contract for payme1 it in 

lieu of taxes (PILT). In addition to a negotiated PIL T, the Port Authority project 

provides for gas pipeline revenue sharing to include all Alaska municipalities. 

(2) allow the fiscal terms applicable to a qualified sponsor or rhe 

members of a qualified sponsor group, with respect to a 

qualified project, to be tailored to the particular economic 

conditions of the project and to establish those fiscal terms in 

advance with as much certainty as the Constitution of fhe 

State of Alaska allows; 

As exhibited within this application, the very favorable economic benefits 

enjoyed through the tax exempt status and project specifics of the Port Authority 

Alnsk1t Stranded Gas Ocvclopmcnl Act I Application of AGPA P11ge8 



gas pipeline project require no tailoring of the fiscal terms with regard to the State 

tax and royalty rates and methodologies. Currently these rates are set out in 

Alaska Statute and will not be subject to uncertainty relative to this Project. 

(3) maximize the benefit to the people of the state of the 

development of the state's stranded gas resources. 

In every aspect of the development of this Project, the Alaska Gasline p, • 

Authority has held as its singular objective to maximize the ben&." of the 

commercialization of Alaska North Slope natural gas to not only the residents of 

the member commun:ties but to all Alaskans. 
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II. AS 43.82.100 - Qua I hied Project 

AS 43.82.100 sets forth specific requirements for consideration as a 

qualified project. The Port Authority responds • chat criteria as follows: 

1. AS 43.82.100 (1) requires that in order to be a qualified project, 

the project principally involves 

{A) the transportation of a natural gas pipeline to one or more 

markets, together with any associated processing or 

treatment; 

The Port Authority Project, which is more fully described in Exhibit 1 of this 

application, intends to transport natural gas from Alaska's North Slope via 

pipeline to potential markets in North America through Canada along the Alcan 

highway. 

(8) the export of liquefied natural gas from the state to one or 

more other states or countries; or 

The Port Authority Project provides for a 2.6 Bcfd LNG and LPG project 

from Valdez to markets along the West Coast of the United States and Pacific 

Rim Countries. 

(C) any other technology t/Jat commercializes the shipment of 

natural gas within the state or from the state to one or more 

other states or countries. 

The Port Authority project also provides for a gas pipeline from Glennallen 

to connect with the Southcentral gas grid, providing infrastructure for new and 

continuing in· state distribution of gas. 
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2. AS 43.82.100 (2) would produce at least 5001000,000,000 cubic 

feet of stranded gas within 20 years from the commencement 

of commercial operations 

While the Port Authority's Project model produces potentially six different 

volume scenarios ranging from a single 2.6 Bcfd line to Valdez to multiple 6 Bcfd 

Y-line scenarios with lines to Canada and the Matanuska-Susitna Valley, its 

minimum sized Project would consist of approximately 2.6 Bcfd throughput. With 

this projected minimum throughput, the Project would cause the production of 

well over 500 bcf of stranded gas within the 20-year requirement set forth in AS 

43.82.100(2). 

3. AS 43.82.100 (3); is capable, subject to applicable commercial 

regulations and technical and economic considerations, of 

making gas available to meet the reasonably foreseeable 

demand in this state for gas within the economic proximity of 

the project. 

The Port Authority's mission is to commercialize Alaska North Slope gas 

to the maximum benefit of all Alaska. In compliance with that mission, the Port 

Authority's project includes making gas available at commercial!y reasonable 

rates to communities along the route from Prudhoe Bay to Valdez and a line from 

Glennallen into the Matanuska-Susitna Valley to connect with the Southcentral 

natural gas grid, thereby making gas available to the residents and business of 

the Matanuska-Susitna Valley, Anchorage and the Kenai Peninsula. 
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Ill. AS 43.82.110 - Qualified Sponsor or Qualified Sponsor Group 

The commissioner may determine that a person or group is a qualified 

sponsor or qualified sponsor group if the person or a member of the group: 

(1) intends to own an equity interest in a qualified project, intends 

to commit gas that it owns to a qualified project, or holds the 

permits that the department determines are essential to 

construct and operate a qualified project; 

The Port Authority will own a 100% equity interest in the Project as is 

required in order to maintain the Port Authority's tax exempt status. 

(2) meets one or more of the following criteria: 

(A) 

(B) 

(C) 

(0) 

(E) 

owns a working interest in at least 10 p~rcent of the 
stranded gas proposed to be developed by a qualified 
project; 
has the right to purchase at least 10 percent of the 
stranded gas proposed to be developed by a qualified 
project; 
has the right to acquire, control, or market at least 10 
percent of the stranded gas proposed to be developed 
by a qualified project; 
has a net worth equal to at least 33 percent of the 
estimated cost of constructing a qualified project; 
has an unused line of credit equal to at least 25 percent 
of the estimated cost of constructing a qualified project. 

Pursuant to AS 38.05.183, the Port Authority intends to make application 

to the State of Alaska for the State of Alaska's twelve and one~half percent 

(12.5%) of royalty gas. The Port Authority intends such an application to be part 

and parcel of this application which exceeds the threshold requirement of 10 

percent set forth above. 
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(C) has the right to acquire, control, or market at least 10 percent 

of the stranded gas proposed to be developed by a qualified 

project 

Because the Port Authority intends to acquire 12.5 percent of the stranded 

gas on the North Slope under AS 38.05.183, the royalty share of the State of 

Alaska's gas on the North Slope, it also intends to market that same gas as the 

owner of the gas and has entered into an MOU for the sale of that gas into the 

California market.10 The Port Authority also intends to acquire additicnal gas 

supply through commercial negotiations with the producers, and if required will 

utilize its authority allowed under AS 29.35.620. 

10 Exhibit 7 • Crystnl Energy MOU 
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IV. AS 43.82.130 - Qualified Project Plan 

The Port Authority's Project plan provides for a 56-inch line from Prudhoe 

Bay to Delta Junction (approximately 550 miles) with a 46-inch line from Delta 

Junction to Valdez (approximately 256 miles) and a 46-inch line to the Canada 

border (approximately 185 miles). Additionally, the Port Authority Project includes 

a line from Glennallen into the Matanuska-Susitna Valley (approximately 125 

miles) to connect with the existing Southcentral Alaska gas grid. 

Under the Port Authority's base case, the line would transport 

approximately 3.1 Bcfd of gas to t~e Canada border with approximately 2.6 Bcfd 

of gas to Valdez. 

ThE~ Port Authority's cost assumptions are extremely conser .iative, 

assuming no benefit from existing equipment and facilities present on the North 

Slope. 

Gas conditioning plant (8. 7 Bcfd capacity) 
(assumes no benents from equipment at existing plant on North Slope) 

Pipeline: 
)> 6 Bscfd from Prudhoe Bay to Della Junction 
):> 2.678 Bscfd delivered to Valdez from Delta Junction 
}:>- 3.161 Bscfd delivered to Canada border from Delta 

Junction 
LNG Plant and Port Facilities: 

io- Three trains - 15 million tons LNG per year 
;;. Train 1 completed in 49 months 
}:>- Trains 2 & 3 complo.ted in 6-months intervals 

LPG Extraction Facility: 
Total EPC Cost: 

$4.3 billion 

$9.9 billion 

$3. 7 billion 

$0.5 billion 
$18.4 billion 

The Port Authority has also taken into consideration and included all 

possible contingencies and soft-costs associated with th is Project. Because the 

Alosko Stromlct.I Gus Development Act I Applica tion of AGPA Pngc 14 



Port Authority cannot consider a cost over-run scenario, the direction to Bechtel 

Corporation was to provide a hard dollar cost estimate to include all 

cei 1tingencies. While the Port Authority recognizes that this creates a cost 

estimate which is substantially higher than some cost estimates performed by 

other entities, the Port Authority also believes these cost estimates can be further 

refined. At this point however, EPC and the soft-costs of the Project consist of 

the following: 

EPC 
Owner's Contingency 
Insurance 
Development Costs 
Working Capital 
Owner Costs, Line Pack 
Interest During Construction 
Financing and Underwriting Fees 
Debt Service Reserves Fund 

Total Project Cost 

$18.4 billion 
$0.9 billion 
$0.2 billion 
$0.1 billion 
$0.5 billion 
$0.1 billion 
$4.4 billion 
$0.2 billion 
$1.0 billion 

$25.8 billion 

By combining a gasline to the Lower 4d with a gasline to an LNG project, 

the cost estimate of the gas transportation down each branch of the line will be 

lowered by approximately 30%. The total shared cost savings, consisting of the 

construction cost savings plus the soft cost savings is approximately $3 billion for 

each branch of the line for a total of $6 billion for the LNG and gas pipeline 

portions of the Project. 

In further support of the conservative nature of the Port Authority's Project 

cost estimate, the calculations included an 8-10% escalation built into the 

components of the EPC costs, $1.8 billion in contractors contingency, and a $928 

million owner contingency for cost overruns not covered by the EPC contractor. 
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The Port Authority model also includes a $1 billion debt service reserve to 

support 6 months of debt service if necessa1y. 
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V. NATURE AND SOURCES OF FINANCING 

The financing structure consists of zero p:ivate equity and would be on a 

project financed basis. The base case as~ume~. a 100% senior debt financing 

although there is a potential for several forms of equity-like participation in the 

form of subordinated debt; off-taker pre-purchase financing, subordinated 

payment for gas and payment for permits, etc. However, in all debt finance 

scenarios, the Project must maintain a very healthy debt service coverage ratio 

(DSCRs}. Based on current market conditions, the financing will consist of 

approximately 24% tax exempt bonds, 45% taxable bonds, and 15% from export 

banks and 16% from commercial banks. 
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VI. Purchase Price of Gas 

While typically a project of this nature does not come with a well-head 

guarantee of price for gas, the Port Authority's economic model provides for a 

guaranteed minimum payment of 30 cents per MMBtu base price for purchased 

feed gas. Payment above that 30 cents would come from the net back each year 

beyond the operating cost and debt service requirement. In the Port Authority's 

base case, the total purchase price for gas is 30 cents per MMBtu (base price) 

plus an additional $1.18 per MMBtu (additional net back) for a total of $1.48 at 

the well head. 
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VII. Base Case Assu.nptions and Resuits 

The Port Authority's base case, including all assumptions are ~et forth in 

detail in Exhibit 1, pages 15-18. 
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VIII. Benefits of Port Authority Financing and Tax-Exempt Status 

The exemption from federal income tax frees up cash - $113 million per 

year in the early years, increasing to over $1 billion in later years - which may be 

used to increase producer netback, pay debt, be distributed to Project 

participants, and/or be distributed to other stal<eholders. The Port Authority has 

the ability to issue tax-exempt bonds for a portion of the debt which lowers debt 

service payments by approximately $280 million per year. In its economic model, 

the Port Authority assumes only a portion of the port facilities would qualify for 

tax exempt financing. While the Alaska Railroad bonds may te available for 

100% tax exempt financing, until an IRS Ruling on that issue is received, the Port 

Authority remained consistent with its conservative approach and did not include 

that benefit in the model. 
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IX. Additional Benefits of the Y-Line 

Additional benefit of the shared costs of the Y-line Project is set forth !n 

detail in Exhibit 1, pages 24 and 39 through 45. 

The Port Authority summary of the AGPA model sensitivity case results, 

sets forth the 6 cases consisting of: 

1) A single 2.6 line to Valdez; 

2) 4 Bcfd single line through to the Canada border; 

3) 4.5 Bcfd line to the Canada border: 

4) 3.1 Bcfd line to the Canada border; 

5) 6 Bcfd Y-split Y-line to Canada (approximately 3 to Canada and 3 

to Valdez; 

6) 2+4 Y-split with 2 Bcfd to Valdez and 4 Bcfd to Canada 

This summary, found in Exhibit 1, page 25 compares in detail all 

economics of the six scenarios. 
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X. Timeframe for Project Completion 

The Port Authority vision in the completion of this Project, following the 

entering into MOU's to supply LNG into the California market is, in the 201 O 

range. A specific construction time table sl3t forth in Exhibit 8. 
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XI. Sources of Supply 

Proven 35 trillion cubic feet (tcf) of natural gas in Alaska's north slope. 

Additional estimates from the various government sources increase that by an 

additional 150 tcf. These estimates are more than necessary to provide the 

required gas for this project. 
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