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Cumulative Performance Relative to Target

The first chart below illustrates the cumulative performance of the Total Fund
relative to the cumulative performance of the Fund’s Target Asset Mix. The Target Mix is
assumed to be rebalanced each quarter with no transaction costs. The difference between
the Total Fund return and the Target Mix return is explained by the performance attribution
on the next page. The second chart below shows the return and the risk of the Total Fund
and the Target M ix, contrasted with the returns and risks of the funds in the CA1l Public

Fund Sponsor Database.

Cumulative Returns Actual vs Target

Thirteen Year Annualized Risk vs Return
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Historical Returns for PERS and TRS
(Fiscal Years)

PERS TRS
1 Year 15.08% 15.09%
3 Year 4.06% 4.06%
5 Year 3.29% 3.29%

12.75 year 8.67% 8.73%
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A sset allocation of the M assachusetts P ension

R eserves Investm ent Trust Fund

Non-US
US Stocks r Stocks
43% 14%
1990
Five asset classes USs Bond;;
22%
h Real Estate
Other 15%
US Stocks Non-US
Stocks
43%
14%
2000
- US Bonds
Six asset classes
28%
Private
(VC/LBO)
6% Real Estate
Emerg Mkt 6%
Stcks
3%
Non-US
Stocks
US Stocks 16% US Bonds
35% 11%
2004 Real Estate
Ten asset classes 7%
Absolut Emerg Mkt
Soite Stcks
Return
0,
4% I ! \ private 600
Timber / _ g \ (VC/LBO)

4% HY Bonds c0/
5% 70/q 5%



W hat has the PRIT Fund done?

Increased asset classes from 5 to 10.

Increased sub-asset classes to 15.

Increased less liquid investm ents.

Increased non-correlation of asset classes.

Est. return 8.3 % , est. risk 11.5%

G oals

Meet 8 1A % actuarial return target.

Reduce risk by increasing non-correlation.

Continue to diversify.

Benefit from less liguid, higher return asset classes.

Use indexing in public markets where appropriate.
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2005 Capital Market
Outlook

After a Slow Start, Capital Markets Enjoy

Second Straight Year

RISEHIAD
Rowon tooo
Rl 20

1Ar SM

SN U5

GDeylim
Au

190
00
D9
20
A6

59D
’8%
46t
2m

mw
7D
L]
9D
3@

UIT

It
<23

0D
33

an
non

245

NHJ
28

ax

«B
3M

42
1%

25
pul
ie

DAt

194

1025
AP

14t
2B

in the Black

e
310 1%
2H 1D
z:B ioLB
a5 BB
BD A5
4D 43
82 DPU
1 13
it 3%

AgAMRAUN
10
16
23
oa
14
77
I i\

28



The Current Economic Environment al

Steady Growth But Unsteady Sentiment

» U.S. economy nil of the sudden looked hot in 2004, but the expansion has
been underway Cor several years, and growth has actually continued at an
orderly, if unspectacular pace.

* Jobs data finally turned around, and unemployment finally fell below 6%.

* Business spending was weak until recently, as many industries are still
plagued with overcapacity.

+ Inflation remains a low level threat, despite what we read in the headlines.
Absent oil price pressures, core rate is around 2%.

* Interest rates are still extraordinarily low:

Treasury bonds yields arc not that far from their 40-year lows,
| ed policy still seems to work, at least on consumers...

+ Consumers have been tireless, and the federal government has been spending
to hoost the economy and lor the war in Irag. However....

Leadership Passes From Consumers to al

Businesses

« With interest rates rising and tax cuts finished, the consumer spending boom
is over. Moderate gains in employment and income will drive consumer
spending.

* Ilousing markets have peaked but remain strong.

* Business equipment investment is surging in response to strong profits,
glowing markets, and technological advances.

+Nonresidential construction is beginning a slow recovery, restrained by
excess capacity.

+ Budget pressures on state and local government are easing as lax revenues
rise, but federal stimulus is ending.

* lixports are rebounding in response to the dollar’s depreciation and renewed
growth in foreign markets.

* Qutlook for 2005 is "good hut not great"



The U.S. Expansion is Strengthening
2004 Saw Best Growth Since the Late 1990s

(Real GDP. annual percent change)

U.S. Economic Growth by Sector

Real GDP
Consumption
Residential Investment
Bus. Fixed Investment
Federal Government
State & Local Govt.
Exports

Imports

(Annual percent change)

2002
1.9
3.1
4.8
-8.9
7.5
2.8
-2.3
3.4

2003
3.0
3.3
8.8
3.3
6.C
0.7
1.9
4.4

2004
4.4
3.7
9.5

10.4
4.8
0.5
8.9
9.8

Direction of Change
Strengthening
Moderating

Peaking

Surging

Winding Down

Budget Pressures Easing
Rebounding

Qil Prices
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Employment Slowly Recovers

December 2004 employment remiiins 240,000 below its March 2001 peak.

(Employment - percent change, annual rate)
3

2

1998 1999 2000 2001 2002 2003 2004

m Payroll Employment

Industrial Production Is Rebounding
Capital Spending Follows GDP

(4-ciuartcr percent change)
45%

30%
15%
0%

-15%
1990 1992 1994 1996 1998 200C 2002 2004
— Real GDP (left) Equipment spending (right) - - - High-Tech (right)
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A Third Good Year for Corporate Profits

(percent change) 2004 estimate- Global Insight

1990 1992 1994 1996 1998 2000 2002 2004
B Profits with IVA & CCA

i al
Productivity Growth Has Boosted

Corporate Profits, But Not Wages

(Percent of GDP)
50

1999 2000 2001 2002 2003 2004

— Wages and Salaries Economic Profits (right scale)
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The Consumer Is Stretched

¢ llouschold net worth has recovered from its 2000-02 drop, thanks to rising
home prices and the last two years’ stock market rally. Ilowever. a low
saving rate is limiting asset accumulation.

« federal tax cuts have boosted disposable income growth for three years.
Now tax burdens are likely to rise.

« Debt service burdens and the household financial obligations ratio peaked in

late 2001. But rising interest rates will forestall further improvement.

« Net result will be a slowdown, but not a retreat.

¢ Rising employment and income will drive the next phase of the expansion in
consumer spending.

+ Credit card delinquencies will decrease slightly as13627607 ' ' improves.

Home Prices Have Risen Sharply ...Although Low Interest
Rates Mean That Homes Are Still "Affordable”

\ higher index means homes are more affordable.
1.6
14
1.2
1.0
0.8

06 -« i
1972 1976 1980 1984 1988 1992 1996 2000 2004

Alfordability lode* for Existing Singlo-Family Homos



Inflation’s (Temporary) Resurgence

Soaring energy costs, dollar depreciation, a synchronized (if modest) global
expansion, and lean inventories have revived inflation.

Global commodity prices also reached peaks at times in 2004,

Consumer prices surged at a4.1% annual rale in the lirst seven months of
2004. while core inflation reached 2.4%. I'or the full year, inflation was
closer to 3%.

Despite the headlines, this recent burs* of inflation is temporary.

Slack labor markets and rising productivity will keep unit labor cost
increases in the 2% range.

Qil prices in the S40s (or the S50s> don't mean the same now as in the early

1980s.

m Supply responses will eventually bring down energy prices.

Bottom line: core inflation will settle in the 2.0-2.5% range after 2004,



The Fed is Moving Toward Neutral
Interest Hate Increases Should Stay Gradual

(Percent)

1994 1996 1998 2000 2002 2004

— Federal Funds Rate — 10-Year Treasury Bond Yield



Federal Government Spending Stimulus
Winds Down

(Year-over-year percent change)

1990 1992 1994 1996 1998 2000 2002 2004

— Federal — Slate & Local

Surplus Reverts to a Massive Federal
Budget Deficit

(Billions of dollars, fiscal years)
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The U.S. Current Account Deficit: Over
$600 Billion as Far as the Eye Can See

* 2005+ forecast - (.tubal tnsliclil

(Billions ofdollars) (Percent of GDP)
2

0

-2

1980 1984 1988 1992 1996 2000 2004 2008

0O Current Account Deficit Deficit as % of GDP

2005 Capital Market Preview:
Keeping Those Expectations Low

I he economic recovery will continue, blit growth will remain
modest. Capital spending will ultimately IbiJow (il)l".

| ed has already shifted to tightening monetary policy.

I he slock market recovery will lie slow. Profits cannot outpace
GDI*, share prices cannot nutpace earnings.

<'allan’s outlook in a nutshell expect a low inflation, low interest
tale. low return cm ironment

| ow return expectations mean K'\. nominal return assumptions
may be dif ficult to achieve. ( allan’s 2005 assumptions won't
likely generate an expected return lor a 00"« slock/40"n bond
allocation greater than 7,4".. over the next live years. |o the extent
possible, investors may need to shift their focus to real return

expectations.



Domestic Equity vs. Bond Yields

S&I' 500 Earning Meld \s. 10-Year | reasur> Meld
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Bond Market Faces a Challenging
Environment

With inllation in chock, investors poured money into bonds
following the bursting of the stock market bubble, driving prices
up and yields to 40-year lows.

Corporate (and particularly high yield) spreads widened through
2002. then staged a remarkable comeback in 2004 and 2004.

| ong-term secular decline in inllation since early SOs fueled bond
market returns that may not be seen again fora long time,
looking forward, current yields and expectations for inllation and
interest rates drive evnected future returns. With low current yields
and the potential for rising interest rales as the economy expands,
prospects for future bond market gains may have faded. | he best

case for bonds is a faltering economy.
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2005 Capital Market Projections

« llsscntially n« changes from last year’s projections!
¢ lunation is held at 2.(>"», depicting inllation rising from current low levels,
¢ Cash returns relied rising short-term yields, hut Mil. low real return ofO.-P’.i.
¢ Hond returns held at 4.75% :
reflects current yield-lo-vvorsi. phi', small adjustment

build m moderate increase in short intcs, relatively stable long rales, Ingliei
realized yields on mortgages and shorter term debt is rolled

¢ liquity returns built front fundamentals; 3-4".. real (il)l’ growth which
means 5.5V 6.5% nominal earnings growth. 2".. ilivideml ielil, 0.5"1"<
"buyback" yield.

*« Real estate return held at 7.6"... reflecting income expectations as high as 7'
hut acknow ledging potential valuation limits.

¢ Private equity return held at 12”» a V’,, premium over public markets.

¢ Premiums of international equity over domestic and small cap over large cap

have been narrowed, reflecting recent performance and relative valuations.

4



2005 Capital Market Projections
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Alaska Permanent Fund Corporation

2005 Capital Market
Outlook

Michael J. O'Leary CFA
Executive Vice President
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After a Slow Start, Capital Markets Enjoy

Second Straight Year in the Black
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The Current Economic Environment El
Steady Growth But Unsteady Sentiment

U.S. economy all of the sudden looked hot in 200-', but the expansion has
been underway for several years, and growth has actually continued at an
orderly, if unspectacular pace.
Jobs data finally turned around, and unemployment finally fell below tV".i.
Business spending was weak until recently, as many industries are still
plagued with overcapacity.
Inllation remains a low level threat, despite what we read in the headlines.
Absent oil price pressures, core rate is around 2%.
Interest rates are still extraordinarily low:

Treasury bonds yields are not that far from their 40-year lows,

'ed policy still seems to work, at least on consumers...
Consumers have been tireless, and the federal government has been spending
o boost the economy and for the war in Irag, llowevcr....

Leadership Passes From Consumers to L

Businesses

With interest rates rising and tax cuts linished. the consumer spending hoom
isover. Moderate gains in employment and income will drive consumer
spending.

[lousing markets have peaked but remain strong.

Business equipment investment is surging in response to strong profits,
growing markets, and technological advances,

Nonrcsidentiiil construction is beginning a slow recovery, restrained by
excess capacity.

Budget pressures on stale and local government are easing as tax revenues
rise, hut federal stimulus is ending.

| .xpous are rebounding in response to the dollar's depreciation and renewed
growth in foreign markets.

[hillook for 2a115is "good hut not great"



The U.S. Expansion is Strengthening
2004 Sow Best Growth Since the Late 1900s

(Real GDP, annual percent change)

U.S. Economic Growth by Sector

Real GDP
Consumption
Residential Investment
Bus. Fixed Investment
Federal Government
Slate & Local Govt.
Exports

Imports

(Animal percent change)

2002
1.9
31
4.8
-8.9
7.5
28
-2.3
3.4

2003
3.0
3.3
8.8
3.3
6.6
0.7
1.9
4.4

2004
4.4
3.7
9.5

10.4
4.8
0.5
8.9
9.8

Direction of Cl inge
Strengthening
Moderating

Peaking

Surging

Winding Down

Budget Pressures Easing
Rebounding

Oil Prices



Employment Slowly Recovers

December 2004 employment remains 240,000 below its March 2001 peak.

(Employment - percent change, annual rate)
3

2

1998 1999 2000 2001 2002 2003 2004

m Payroll Employment

Industrial Production Is Rebounding =
Capital Spending Follows GDP

(4-iliiartor percent change)
45%

30%
15%
0%

-15%
1990 1992 1994 1996 1998 2000 2002 2004

Real GDP (loft) Equipment spending (right) - « - High-Tech (right)



A Third Good Year for Corporate Profits

(percent change)
20

-10

1990 1992 1994 1996 1998 2000 2002
(I Profits with IVA & CCA

Productivity Growth Has Boosted
Corporate Profits, But Not Wages

(Percent of GDP)
50

1999 2000 2001 2002 2003 2004

— Wages and Salaries Economic Profits (right scale)

* 2004 estimate - Global Insight

2004
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The Consumer Is Stretched at

I lousehold net worth lias recovered I'rom its 2000-02 drop, thanks to rising
home prices and the last two years' stock market rally. Ilowcvcr, a low
saving rate is limiting asset accumulation.

Federal tax cuts have boosted disposable income growth for three years.
Now tax burdens are likely to rise.

Debt service burdens and the household financial obligations ratio peaked in

late 2001. Hut rising interest rates will forestall further improvement
Net result will be a slowdown, but not a retreat.
Rising employment and income will drive the next phase of the expansion in

consumer spending.

Credit card delinquencies will decrease slightly as the job market improves.

Home Prices Have Risen Sharply ...Although Low Interest
Rates Mean That Homes Are Still “Affordable”

A higher index means homes are more nlTnrduble.

1.6
14
12
1.0
0.8

0.6 r
1972 1976 1980 1984 1988 1992 1996 2000 2004

Affordability Index for Existing Single-Family Homes



. al
Inflation’s (Temporary) Resurgence

Soaring energy cosls, dollar depreciation, a synchronized (if modest) global
expansion, and lean inventories have revived inllation.

Global commodity prices also reached peaks at times in 2004,

Consumer prices surged at a4.1% annual rate in the first seven months of

2004. while core inflation reached 2.4%. For the full year, inllation was

closer to 3%.

Despite the headlines, this recent burst of inllation is temporary.

Slack labor markets and rising productivity will keep unit labor cost

increases in the 2% range.

(l)SI)|8 grices in the S4()s (or the S5()s) don’t mean the same now as in the early
5.

Supply responses will eventually bring down energy prices.

Bottom line: core inllation will settle in the 2.0-2.5% range after 2004,

Inllation Has Ticked Up...

YcaM her-Your ('lunge in Consumer Prices

xu



The Fed is Moving Toward Neutral
Interest Rate Increases Should Stay Gradual

(Percent)

1994 1996 1998 2000 2002 2004

— Federal Funds Rate — 10-Year Treasury Bond Yield



Federal Government Spending Stimulus
Winds Down

(Year-over-ycar percent change)

1990 1992 1394 1996 1998 2000 2002 2004

— Federal — State & Local

Surplus Reverts to a Massive Federal
Budget Deficit

(Millions of dollars, fiscal years)
300

12005+ forecast - Global Insljjht
150
0
-150
-300
-450

-600
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The U.S. Current Account Deficit: Over
$600 Billion as Far as the Eye Can See

* 2005+ force*}' - Glottal InUghl

(Billions ofdollars) (Percent of CiDP)

200 2
AniTopoTr™o'mirjin
-200
-400 -4
u
-600 -6
-800 -8

1980 1984 1938 1992 1996 2000 2004 2008

Current Account Deficit Deficit as % of GDP

2005 Capital Market Preview:
Keeping Those Expectations Low

e Ilie economic recovery will continue, but growth will remain
modest. Capital spending will ultimately follow (il)I\

e | ed has already shilled to tightening monetary policy.

| he stock market recovery will be slow. Profits cannot outpace
(»DP. share prices cannot outpace earnings

« (allan's outlook in a nutshell, expect a low inllation. low interest
rale, low return cm ironmeiil

e | ow return expectations mean S",, nominal return assumptions
may be difficult to achieve. <allan's 21)05 assumptions won't
likely generate an expected return for a r>>". stock 1d"., bond
allocation greater than 7.4".. over the next live years. In the extent
possible, investors mas need to shift their locus to real return

expectations,



Domestic Equity vs. Bond Yields

S&P 500 Earning* Yield \s. 10-Year Treasury Meld
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Bond Market Faces a Challenging
Environment

W ill inflation in chock, investors poured money into bonds
following the bursting ofthe slock market bubble, dm mg prices
up and yields to -JO-ycar lows.

Corporate (and particularly high yield) spreads widened through
2002, then staged a remarkable comeback in 2004 and 2004.
l.ong-tcmi secular decline in inllation since early NOs fueled bond
market returns that may not be seen again for a long lime.
looking forward, current yields and expectations Ibr inllation and
interest rates drive expected future returns. With low current yields
and the potential for rising interest rates as the economy expands,
prospects for future bond market gains may haw faded. | he best
ease for bonds is a faltering economy.



oil
2005 Capital Market Projections

Isscntiully no changes from lasi year's projections!
Inllation is held at 2.0%, depicting inllation rising from current low levels

Cash returns relied rising short-term yields, hut still low real return o fO 4%

Hone' returns held at 4.75% :
ict'eets current >ioUhto*worst. plus small adjustment

huiij in moderate increase in short tales, iclativelv stable long rates, Inglici

realized yields on mortgages and slioitcr temi <ot is rolled
I-quity returns built from fundamentals. 3-4% real (il)P growth which
means 5.5%-h.5% nominal eainmgs growth. 2".. di\idend yield. 0.5".,-1",,
"buyback" yield,
Kcal estate return held at 7 . relleclmg income expectations as high as 7%
hut acknowledging potential valuation limits.
Private equity return held at 12%. a 3% premium over public markets.
Premiums of international equity over domestic and small cap over large cap
have been narrowed, rellecimg recent performance and relative valuations



2005 Capital Market Projections
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Alaska State Senate

S enate Finance C om m itte e

M ail Stop 3100
State Capitol
Juneau, Alaska 99801-1182

AGENDA

February 17, 2005
10:00 a.m.

Presentation by the Alaska Permanent Fund Board &
Advisors

Joint Meeting with House Finance Committee



Senate BiIll 88

A Bridge to Development

P o lic 'y o n G e n e r a | F u n

R e v e n u e S h o r tfa 1|1

February 15, 2005



"It is the policy of the State of
Alaska that the amounts necessary
to cover a projected shortfall in
general fund revenue during a
fiscal year be appropriated equally
from the Constitutional Budget
Reserve fund and the Earnings
Reserve Account.”

AS 37.07.010 Executive ISuJget Act y

Why? Where's the problem?

FY06 Operating & Capital Budgets - $7.6 Billion

sM4 M 10l ) ]
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... What's the problem?

J2.3 B. General Tuna base budQet ~ FYOG & FYO7 TtRS unfunded liability adjustments.
Source: legislative Finance

General Fund revenue can be less than
General Fund expenditures.

... and things can change quickly

"For the c”ood or for the l*nd"

FY06 Proposed General Fund Budget *

St M g S g

Source, legislative finance



.and they have

ALASKA CONSTITUTION The CBR has been used
ARTICLE IX ) )
to fill the fiscal gap 8
Soclion 17. Budget R Fund
Tﬁgrleoir;estatJlIJishgeedt asegesrevpearautg Iurg?inthe out of 12 years.
o i e -
permgnent lund ﬁndepr_ Section 15 o! this ApprOX| mate Iy $5 .5

an.cle, all money received bK the state alter -
July 1.1990, as a result ol the termnation, billion has been
through settlement or otherwise, ol an

administrative Proceeding or ot litigation in a withdrawn.

State or federal court invotving mneral lease

bonuses, rentals, royalties, royalty sato .
proceeds, tedorat ml)lnora!.revgnugshanng The state has depOSIted
paymendts ol bonusle,s‘ or |nvolvn&g tg_xes . L
imposed on nvneral income, production, or

propperlyi shdall bo dopos.tod Ilrjltgle budget el Into the CBR $56 bllllon
reserve lund. . Money may bo appropnate 11:

Irom the tund only as Authonted unggr(g) or and earned $1.6 billion

(c) otins section

... forexample

CBR Balance and Draws for FY94 - FYO05
*ANtHMuBImmGt  *a.10rwa__ AmtHBlimv

« 4,000 «4,000

+ ] ft00 «4.500
£ 11,000 +3,000 ?
8 *a.s00 ‘2,500 >
o
2 11000 2000 A
o (o]
« 1,500 +1500 §

<1000 « 1,000

E recw.al.kji 1k 1

Source  LegiMitive hn«ntf

Draw 8 out of 12 years m Average draw $318 M
Current balance $2.1 B 7



... Alaska Is a resource state
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.. a bridge I1s needed

From Todcyij to r>SvelopmelAt

Potential Future Oil and Gas Revenue
Fall 2004 Revenue Forecast, FYOG Proposed General Fund Budget

[uiwlilfii GmftFRA aCinllll NaltHIbp« Uy IVart >»i mAWEI mIVAlx mr/WN* * <o> tr¥]

0 _ rmerd Rund Budget-
> =0
(@) Unfilled Fiscal Gap

;000

100

100 General fund Revenue

Fall 2004 Revenue forecast
*0
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Several Pots of Money

Reduce State Spending Income Tax
(Save a $, Earn a $) ($600 M) (Ti

Permanent Fund

Earnings
Corporation Tax . Other Revenue
$50-$100 M & $2.1 Brealized (b Tox A IQ%IT
( : earnings Tjﬁsgﬁ?e%m

After B ad Inflation
( &)

Sales Tax Izda%r%l Qedias CBR
($200-$300 M) - (%$2.1 B)
ft (Gre tboe Bobgt Rsave
... why not just the CBR?
Potential Future QOil and Gas Revenue
400 Fall 2004 Revenue Forecast, FYOG Proposed General Fund Budget
' cirv> VA trdd MhSqocbex i it'm pHA if «O» bweow
1400
1.000
6
g 201
0 | 40P
100 General Funj Revenue
a0 Fall 2004 Revenue Fofccast

200t A7 A® JW Do 2011 2012 2011 2014 2014 2016
i? 3D Gidd fund hele o wih v fi £>07 ARG urfurdkdlistlity Adiusment®. Cet* isirbheled by .

S legdative firame aaM (Bed anfan 204 Ranefaece)

1



...So what If. . .

The Legislature splits the
future fiscal gaps with
equal contributions from
the Constitutional Bud<
Reserve and the Earning;
Reserve Account?

(SB 88)

...and we build a bridge

Potential Future Gil and Gas Revenue
ACD Fall ;7004 Revenue Forecast, FYOG Proposed General Fund Budget
JuJ
2000
2W0
3000
183D
1000
SO

JOOF  200%  200# 2009 2010 2011 2012 2012 2014 JO1S 2016
12J0C44 MOt Sthft G&FI018 B3 [\v# tmnetO B 2V
S teppVUi By jnd OML ;O<rdantill 2004 Prm #tortcat)



... but can we?

An Alaskan's \
Guide to the Permanent Pund yes, we ccn/urn

The Fund would help create an
Investment base to continually generate

future Income. When oil ran out, Alaska The EarningS Reserve

would still have a major source of state

. Alask Id h
Fevenbes to pay the costs of basie APCOL}”L a result of
§%¥%£”sd£“$f”u‘t3?évg'ien%'rﬁ{ié%rsWof“%ﬁ‘;!ﬁ;ns wise investment of our
e i Permanent Fund, has

Each year, the Fund would channel a .
significant portion of the oil revenues J been and St||| IS

away frntn the Ieglslature. Less state

income reduces the opportunity for i

excessive state spendri)r?g. y ava_llable to the .

T_r;e Fu?t(;] \1votuld transforbrrll non-rene¥vable Ieg|S|ature by a Slmple
oil wealth Into a renewable source o . .

wealth for future generations of Alaskans. majorlty vote of 21-11.

A A TR

PF financial projections say ...

3L 3



Qur Permanent Fund and our

Alaska’s Crown Jewels

,.. The Con.sti.tutiowval T&udgjt RESE>VE fimd an.d
tks Earni®s RESErVE Ac.c.ou’...

- Only legislature in America deciding
to manage $31 billion for 650,000 people

- Every minute, every hour, every day, the
world helps build Alaska by
* Investing in corporate America
* Investing in America's society
* Investing in America's future

m The CBR and the ERA form the abutment
to our Bridge to Development



... but what about my check

How watch Less Ls nty pfd if the Legislature draws
425C M frowt the ERA each year?

Fs 224 Hscal Years Ahead

(ni%s) (nilliae) 1 2 i 4 5 6 7 9 RO)
20 10 0 2 7] 52 2 xR 58 %4
30 iro 0 P % Bn 58 57 57 57 56 56
40 20 NO) 3 57 B4 524 5% 59 5 56 538
(000] 20 0 6] P ‘B8 50 5 S 57 53 810
60 30 10 ) 51 Pl 56 S 583 58 5P 5
70 30 54) 5% 52 55 52 53 55 5B 53 S%
too 400 0 0 54 58 58 52 5 52 58 56
00 430 0 % 56 52 S m S0 5P 58 5P
1,000 30 0 % 58 55 50 50 &2 5% 587 32

Sue Laydaive Rree (Besd an 7.6%rated reum, Ramurd Arerdd Rgedias D 3L 2004)

... how does this compare to
status quo?

Hoiv much less is my PFD if the Legislature draws
$250 M from the ERA every year for 10 years?

MOft  rv07  rveB  rvod  rv|0  rvit  rv]j  rvu rrn »5

Source: legislative Finance

Answer: In five years, it's 30 less. In ten years, it's $110 less,

is



. let’s compare alternative
revenue sources.

Income Tax Sales Tax
Raise $250 Million &82S Raise $250 Million
Mared TwoCtilden $)70&)DSt $1, o?o Maried TwoQlden Cost 950
Saree Dgainet o Rale ( A ! Sue Damtrmth—mw(Z%A)&lesTa/y
Earnings Reserve
Mrr§ ﬂg‘ Raise $250 Million
o COSt $12
Sue LlggdaiveFrae

Under the Bridge to Development Plan (SB 88),
all Alaskans share in the Power of Earnings.

Infamretion is kesed inthe ssood yeer f inden@rtatian

but does this help the CBR?

Gcencr.il Fund Revenue General Fund Spending

3.500.0
3.000.0
2.500.0

| 2,000.0
1,500,0
1.000.0
500.0
0.0
-500.0
«1,000.0

IFY05 FYOG FYO07 FY08 FYO09 FY10 FY11 FY12 FY13 FY14
. ‘e ERCiate N Seed . ¢+ CGRBlaw® Sued
~ ~ >
Sojrte. ley*wafive fuiaxe eenerted CBRretun C «®/4puse t e d s*tUem*nts



... let’s use only when needed

Senate Bill 88 demands spending
accountability because . . .

(1) the Earnings Reserve Account is
the people's money and

(2) each legislator must answer to the
public on how much was spent
from the Earnings Reserve to funa
state services.

.. . and to summarize

The t 0 BeveUrpi'we”t plan,

>4* Bridges the State of Alaska revenue needs
until development can occur

A Recognizes Alaska's natural resource
potential and opportunity for jobs

A - Recognizes the povyer of the Earnings
Reserve - the crowwjewel of afiscal plaw

Establishes accountability by forming a
investment partnership with all voters



.and ..

When needed, minimizes the financial impact
on Alaska families

Doubles the life of the CBR

Strengthens the Alaska's bond rating and
saves millions of dollars

Provides Alaska with a stable and dependable
long term fiscal plan

Thank You!

Gary WilKen, Prime Sponsor
Senate Bui B8
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Sex Offender Containment

Prepared fop
The Senate Finance Com mittee
Alaska State Legislature

u

on behalf of the
Alaska Department of Corrections

Kim English, Pegy Heil, Jeff Jerks
|@n

U.S. Dept, of Justice

Study
"<About 4570 of state prisoners
participating in the 1991 Bureau of
Justice Statistics Survey committed
the crime while they were 'en|
probation or parole.”
«24% of prisoners semi
time for %FE o
1% of prisoners semi
time for SEXUAL T

IA 1-# fit 199711

Agenda:

TheTontainment Apprt

« The Need for Specialized Se
Oq?enger Management Practfées

e Rape Victims Don't Report the Crime

« The Contoinment AP roach The
Goal Is INFORMATION!

* What We Can Learn From Sex Offenders?
* Using the Polygraph Examination

e Treatment Provides Information

* A few words aP,out housing, quality control
and cost benefit of contomment

* Questions?



Forcible Ropes in 2000

Aaskaranked first inrapes per capita in
the United States.

Aaskdls reported rape rate is twice the
national average.*
dyelaveslaoreseMn

'Kt Koh T03rwitd mMaD e cnxitr)uBnpftii B

2003

Reported Crime Frequency In Alaska

r?
ne forcible

rape every

15.25 hours
(fr»raem@mscmndaﬂ(])

Alaska Dept of Rtk Safety. 2008 Uniform Qe Rep.-t>a?

13

Forcible Rapes T~ Mcreased 21.7%

Reported rapes in Alaska
increased ZI., J0from 2000 to
2003

There were 521 reported forcible rapes and 54
reported attempted ropes In 2003,

There ore approximately 4300 registered sex
offenders in Alaska communities.

* >4 0pi of hATCioffty IMifomO.nt Uparhry



Personal and Social Costs
Of Sexual Assault Art
Very High

» More than half of victins have been raped
nore than once.
» 6x nore likely to develop PTSD.

« 3x nore likely to develop major

depression.
« 13x more likely to attempt suicide.

Cxe* Antren Cepirt tj theKidhea M

K JM Alaska s Cost of
Victimization

521 victims x $86,500*

$45,066,500

per year in costs to victims

* inettde @ Mh ¢ cfaHOI vdenod d amvedd dnmA <M jaD

Only 16% of victims
in the
Pape in America
study reported
the rape.

KI%P( d. 192 Mdd IMwanitydf Saith Gora
Rif* mAmenta A Report to fA#Natton



W ho Reports?

Delay
Disdosure
Physical injury Likelinood
of Disclosure

Arrest Rates are Low

27% of reported
sex crimes resulted
in an arrest

NIBRS1991-1996, Snyder, 2000

[ oy SRine vert e oo

Sex Offender Recidivism
Rates: Artificially Low

Incest: 4-10%
0/
Rapists: 7-35%

Child Molesters with female
victims: 10-297#

Child Molesters with male
victims: 13-407#

Exhibitionists: 41-71%



W hy don't victims

report the crime?

JVhy Don't Childre
"Rpport?

In one study, children ages 3-12
explained delayed disclosure

by saying they feared being
disbelieved, punished or unprotected

Ic5#ar60'3AVh 192



Adult Victim s

71 % concerned about family knowing.
68% concerned about others knowing.

6970 concerned about being blamed by
others.

Aar It W<t inify (MR

A goal of
The Containment
Approach
is to obtain and share
information.

The Containment Approach
Containment Policies

POLVAHARM
t (infill<dle> t( Lamily lvunilw linn prtU eee
*naWiiur« ¢ nffta 11, i#g*ili*t«on
c Il owe t
H «M* MVIfaiM

[piplnm»"i(I»»lii IMK -
T» AC* of »«di%Min

Inlin«|ln.| ini lam VEM* Hriclilet
AIMIVi 1 [li[klle Vixlim f'hlllf mtiinly of.yiin . %L
Onu liiinmg
Wilim oo

X QJs



The Criminal Justice System
Provides the Hammer

e Consequences for
Foiled Polygraph
Examinations Must Be:
- Immediate

- Linked to the Implied
Risk
Include Increased
Surveillance

Involve Obtaining
The Hammer Is Corroborative

On the Back of Information )
the CJS Include Informing

Others of Poly Results

e Sees self as no risk
* Diverse Victim Types

e Fewer months in the
community

e Access to victims
e Sexual entitlement
e Poor social influences

HrenadHnis 198

W hat Can We Learn From
Sex O ffenders ??

Studies with...

‘Guaranteed Confidentiality,
‘Anonymous Survey, or
*Polygraph



Secrets Revealed
Polygraph Research at the Colo.'ado DOC

, #of victims ~ # of offenses
Information at
Sentencing 2(2) 7(1)
Sex History 8(2) 394 (50)
I*t Polygraph 165 (24) 511(95)
2nd Polygraph 184 (26) 528 (95)

(4e] 7000 ek B vV ninkawi adfe alft IMe}etr» oDk« Gkt

Polygraph Research at the
Colorado DOC

Comparing Court Information v. Polygraph

Admissions of Hands-on Crossover Offending

%&(Gf&th%iﬁgrﬁ j im'lCatt}‘e

Type of Crossover Court Polvoroph
Adult A Child Victim* 7% 70%
Male A Female Victims 9% 36%
/Multiple Relationships 20% 86%
M4 SIXCB)

180amnvided sex offerderj nprddtionadparde in TX WL QR
Current Convictri{_)éb Crime: Incest

Bver assaulted...

Assaulted strangers 35%
Assaulted from position of trust 57%
Assaulted adult victims 36%



Average Age of Onset

Study Type of O ffender Aac of Onset

Frecman-Longo(1985) Rapist 18
Child M olester 15

Elliot (1984) Juvenile Rapists 16 peak

Emerick It Dutton(1993) Juvenile Child M olesters 13 median
Ahlmeyeret al.(2000) Inmotes 12

English et al (2001) Supervised or, Porolc 12
or Probation

Average Lag Time in
Detection

Study  Typeof Offender : of Years

Frcemon-Longo (1985) Rapist

Child M olester 13
Elliot (1986)* Paraphiliacs 10
Ahlmeyeret al.(2000) Rapists and 16

Child M olesters

. t*:-*<>> i b 4, ﬁ

How Does the Polygraph Work?
Fopr of Deloction

H&i Pf Hight Rosponso
Aglgnomic NonQUl System
Polygmph Respon”



Accuracy of the Polygraph Test

National Academy of Sciences
(2003) set median accuracy
at 89%
with a range of 70 to 99%

A1 125

Information from Raymond Nelson AH Lawson )tmijlrr (2004)
Ficture”. viprtaie v. e 'l m 1

J. Pre-Test
- Reviewnredical condillar®

- Reviewtarmi ggf/
- SR

In-Test
- 24rdevart questiort tudked Irsice 10
Z)oo"rm’lsgfgglrds
- Relevunt questions must be specific
Run 3 sets of cherts

B
3 Post Test

The Purposes of the
PC Exams Vary

Sex History; Obtain information on
past victims and past methods used
to access those victims. Need to
know 090 of onset, frequency, extent
of crossover behovior

Specific Issue. O ffender may be in
denial about the crime .or may be
facing a new accusation., .or may have
failed a recent examination

M aintenance- Check out assault

patterns and behaviors regarding

supervision conditions. tmOimg ter
‘fontanel ere lanlamount prtcura - brhatiors'ff

te paning M



Sex History Exam
. of victims ,
r%?é? IPS)St (gender, age,

e FHequency of assaults
* Types of behaviors (voyeuri . child
rryorlgting, internet)( ST e
» Modus Operand 1!
- Dd they get friendly with parent?
- Goto church to find single, exhausted
nmons?
- Aways engaged in doscene
phore callS before rgpe?
- Lured child with pugpy?

Specific Issue

m Used when offender is denying
offense or significant aspects of
the offense

* Used when there is an allegation

* Used to clear up a past deceptive
test

Monitoring Polygraph

eTo monitor problem behavior...
eSince entering treatment
-W hile on probation/parole
-Since the last polygraph exam

-Conducted every 3-6 months



Monitoring Testing

e Provides information on whether
the offender is changing his lifestyle
and applying what they are learning in
treatment

*Provides information on whether he
is continuing to engage in high risk
behaviors

Specific-lssue Tests Are
Used to Clarify Risk Concerns

A specific-issue exam
should be scheduled
when concerns persist
even after increasing
surveillance.

Polygraph as a Deterrent

Aans and Ogard, 1986

Studied the deterrent effect of
polygraph an of fenders an probation:
*Spenvison with polygraph - 69%
successful corpliance with prabation
*S penvision without polygraph - 20%
successful conpliance with probation



Only 2-4 Questions
Allowed

There con be NO surprise or trick
questions.
® Questions nmust focus on BEHAVIORS.

No nmental state questions.
No intent questions.

* No enotionally laden languege

Examiner Qualifications

*  Graduated from APA accredited
polygraph school.

m Cdorado Standards: Mnimum of 150
crimnal issue exans.
Mnimum of 50 dinical exans in 12-
nmonth period.

e 40 hours of spedalized
training every 3 years.

Implementation Considerations

Davelap procedures ~ £~
Educate therapists

Davelop sex history questionnaires

Set examiner qualifications ad
requirements

\Mideotape exans

Develop system to track and use results
Educate stakeholders

Develop consequences

VACM M | AW Yyar, 7001



SUMMARY:;

Value of Polygraph Testing in
Risk Assessment

-Increase information on past
offenses

-Evaluate treatment

effectiveness/compliance VWW*%(

- Evaluate risk of child contact

Polygroph tiftihg-should neve
be usid nlioWron

M ultiple methods should always be used

Polygroph etreatment * more information
thon
Polygroph or treatment alone
Admissions mode in the process of poI)fProph

testing should be confirmed through colfateral
sources or retesting

Options for Processing Inform ation on Post Crimes

»ii. HWHKkiiknwh Hmxces
ald~tor\Wr

¥?;irrrcMK sssrex

wemitm(d ft. i Ll 1
—eeto R y oy o
ZotdVl r*, UNIwW
SH-HNete™ ) *
«kgta »tffe« r~Hx»*i

I‘rtl;W* ?Kt(f .
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Value of Treatment: Public Safety

f _____________ A

CQddT <
RUc
V
f \jsnailx ~ ' Pwtml ~
Inm 1A Ttei o/\a%’%,g (\/\1\/\41:d o0
» RONen . .
V. ] " SpMcwdest % rme |

Admitted # of Sex Crime Victims

Mean (Median)

Source Inmotes fnc35)  Porolecs (n=25)
PSIR 2(1) 2(1)

Sexual History 83(21) 42)
1" Poly 165(24) 6(3)
Poly 18420) . 7(3)
Inclucks vicing of oortact androncortoc! IEXofferees

Mg, HI, Mi<e Biith 200

Sex Offender Treatment

O ffense Specific « Troditionol Theropy

« Non-trust bosij/externol - Accept client statements

verification of statements as truth

*« Verify changes in behavioi * Client has choice to

« Client's responsibility to change

change * Non-Judgment and

- Client has choices supportive of client
choices

CONSEQUENCES if

directives are not followed - No consequences for

« Focus on present choices
- Focus on Insight regarding

«Limited confidentiality
the past

- Behavior change rcq'd

*

Complete confidentiality
- No change required



In Colorado

"The client is the community.”

Projecting known victims ond potential victims

Decs Sex O ffender
Treatment Work?

Washington State Institute for Public
Policy

Recidivism Rate
Type of Treatment Without ~ With
Cognitive-Behavioral 64%  35%
Psychotherapy 64%  112%
Behavioral 64%  55%

Intensity and length of
treatment had a measurable

effect on outcome
enjl™*, racs

This finding is similar to drug ad
alcohd research findings



Parolle Qutoomes 1983-A0P

11=1585

Tos Phase 2* is the
Therapeutic
Community

m Complotod

m Revoked

Parole Release v. Discharge
violent ARREST at 1 wear

m Discharge

Irom rolo
r.m&%
m Dlischargo
Irom._Prison
nivd

DtVuirt
I'™M 4V

Success is in th« combination of
prison and community containment

TnAvers (Tarectiod (Tarter inVidshingan
=After 2000 days, 40% of sex offenders
receiving only prison treatment failed

eAfter 2000 days, 15%0f sex offenders
receiving prison treatment and conmunity
treatment and supenvision failed
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W here will sex
offenders live after
their release from

prison?

Research Regarding Living
Arrangements

« Sex offender probationers living with their
families in Denver were more likely to have a
criminal <€technical violation than those living
in other types of residences

*« For high-risk offenders. Those with no support
and living with o family member or friends had
the highest numbers of violations

¢ Livmg with a family member or friends does
not necessarily mean that he or she is living in
a supportive or healthy environment

Research Regarding Living
Arrangements

» Those who hed support intheir lives hed
significantly loner nuners of violations
than thase who hed negative or o
Support

e Recommendation - Efforts should be
mece to ensure that the sex offender's
support is positive inorder to aid in his
or her treatment

Colorado *<«< Offender Manegerrent Hoard
*004



Positive Support Defined

Awareness of the cycle, offense patterns

and early abuse signs.

Familiarity with the offender's schedule

and whereabouts.

The ability to enhance and encourage application
of the offender’'s treatment tools outside of the
therapy setting.

A working relationship with the treatment
provider and criminal justice supervisor.

The ability to acknowledge the seriousness of
the offending behavior.

The ability, skills and tools to hold the offender
accountable early in the onset of risky
behaviors.

Willingness to report non-compliance to the
containment team.

The*Containment Approach:
Quality Control

eTraining training training

*\WWritten protocols

.Starxjar(?ls fi ot

. or practice _
*Regular team meetings O
eIndividual treatment plas avhr,
eMeasures of progress/program evaluation

Cost Benefit

Considering benefits to crime victins
in addition to taxpayer, each taxpayer
dollar spent ona cognitive-behavioral
program for adult sex offenders
returns between $1.19 and $5.27 in
victimand taxpayer benefits
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GROOMING FAMILIES AND CHILDREN

Accountability Statement

The simple fact was, all my victims were kids or had the mind ofa child. And it’s hard for someone
to believe a child, or that I could do this, because | was the type of person who would help out when
someone needed something, such as a ride, money, something fixed on the car or in the house. 1
would also make sure people knew that | was doing this. That way, if one of my victims did say
something, | would tell them, “I couldn’t do something like that, Look at all I’'ve done. No. How
could I do something like that? For some reason, the kid is lying.” Then, | would bring up incidents

where that child had lied.

I also set this up by giving the child a toy or money, and when he told his parents about it, | would
tell the parents, “N j, it wasn’t me. Hell, 1can’t afford to give my own kid money or toys like that,”
and just simple things like that. So, after a long time of making the child out to be a liar, that’s when
I would assault him. Then, if he did tell, no one would believe him. Most of the family was
dysfunctional anyway, and all my victims were either physically abused or mentally abused. So,
communication in the family wasn’t that good, and | know this from the story. And the parent didn’t
have time for the kids, or they just annoyed them.

fAs. U-c! I
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ALMR

» 1995: ALMR Executive Council Formed

» 1997: MOU Signed to Jointly Plan New System

» 1997-2001: System Design & Analysis Developed

» 2001: MOU Renewed to Implement System

» 2002-2003: Concept Demonstration Project

» 2003 - 2006 System Buildout

A FEDERAL, STATES. MUNICIPAL PARTNERSHIP'



almr State of Alaska Commitment?=*

> Provide a Lead Project M anager, staff and fund the Project

O ffice
> Perform site preparation on all non-D oD sites
> Purchase and install the equipment for 37 sites

> Provide connectivity through SATS in return for system

m aintenance being performed by DoD

> Splitsystem m anagement costs with the DoD

*Per the ALMR Charter

A FEDERAL. STATE A MUNICIPAL PARTNERSHIP



