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Who we are

I1k-Alaska Mental Health Irtist Authority (I lie 'l rusi)
occupies 1 unique niche in stale government, 'l lie Trust
ptovidcs leadership in shaping a (atmprehensive Integrated
Mental |lealtlt Program to help Alaska's most vulnerable
cili/ciis: people who experience a mental illness: chronic
alcoholism; developmental disability; Al'hcimer's disease 0!
lelated dementia.

Our mission and how we operate

I'he Alaska Mental | lealtlt Trust Authority has a fiduciary
responsibility to its helielici.tries to enhance and protect

' lie Trust in perpetuity: to provide leadership ill advocacy

and planning; and in making recommendations lor a
(‘ompiehensive Integrated Mental I lealtlt Program to improve
the lives and circumstances o f its beneficiaries.

' lie Trust is lead by a seven-member Hoard ol’ Trttstees,
appointed by the (.inventor subject to legislative approval, lit
accomplish its mission. 'lhe Trust works in partnership with
advisory groups, consumets and family members, various state
agencies, the (inventor's ollice, the Alaska Legislature, and
private nonprofit service providers.

Budget Recommendation Planning

Process

Ilie Tmsiccs approve' budgets in two-yeat cycles, with annual
recommendations to the governor and legislature. In shaping
the ('ouipieheusive Integrated Mental | lealtlt Program, the
Trustees review the budget recommendations developed by
louts atea workgioups, state agencies, and four governor-

appointed hoards:

» Alaska Mental | lealtlt Itoanl

« Advisory lioatd on Alcoholism and Hftig Abuse

« Alaska (ommission on Aging

 (inventor's < oiiikil on | Usabilities ami Special F.diicaiinit

Tue budget process - a separate
appropriation bill

As rc(jiiircd by statute, 'lheTrust forwards a proposed annual
capital and operating budget to the governor and Legislative
Budget and Audit committee for services to hetteliciaries
within the state Comprehensive Integrated Mental | lealtlt
Program. The budgets include funds for preventive and early
intervention services. ‘lhe statute requires that this budget

he identified in a separate appropriation hill. If the governor
or the legislature changes this budget, they must explain the
diffeteuee to the Trustees in writing.

Hie separate appropriations hill for the Comprehensive
Integrated Mental llealtlt Program includes several
components:

].. (icncr.il limd/Mcntal | lealtlt Base (CI7M Il Base) - litis
is the amount established by identifying the mental health
services funded within the states general fund budget.
(ietieral funds ate designated as general fund/mental health
dollars, or CP/M | | Base. Hie final budget front the previous
fiscal year establishes the <JI7M | LBase.

2.<HP/MI I Increments - When theTittstees id, tily better
and mote cost efficient ways ol providing ongoing services
or ptoviding for unmet needs, they make rei mmend.uinns
in the form of (IP/M1 | increment-, which ate new <Il /M1 |
lunds lor the budget (ear.

3. Mental | lealtlt Trust Amhotiiv Authorized Receipts
(MIITAAR) Ilie littstees choose to have existing state
agencies administci many ptojcits funded by Ihc Irust.
Ihese state agencies must base legislative approval to n»eive
and spend Trust funds.

4. i apiral Budget ’lhe separate apptopri.ttiotis lull till hides
that ponton of the state's capital budget 'hat funds mental
health projects. Ibis often Inchides hinds liom the Alaska
I'lousing | inatne ('oipor.ition to provide housing lot
heneliiiaties as pan ol the | "oitipichiii‘iw Intc'gt.tted Mental
I habit I'togiam.



Commercial Tourism Opportunities

Information

Maps and answers to general Mental Health Trust
Land questions can be found at the Department of
Natural Resources Public Information Offices.

DNR Public litformation Offices

Northern Region, Fairbanks, (907) 451-2705
Southcentral Region, Anchorage, (907) 269-S400
Southeast Region, Juneau, (907) 465-3400

More specific questions can be directed to the
Trust Land Office at (907) 269-8658, or email at
MIIIl ,0@dnr.slatc.ak.us.

Ouestions about The Trust can be directed to the
Alaska Mental Health Trust Authority Office at
(907) 269-7960, or www.nthtrust.um.

Trust Land OJftcc

71S L Street, Suite 202

Anchorage, AK 99501

Tel: (907) 269-8658; Fax: (907) 269-8905
uww.mlitnist/iiinl.oro

Alaska Mental Health Trust Land Office

718 L Street, Suite 202

99501

Anchorage, A

The Alaska Mental Health Trust
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http://www.nthtrust.urn

The Trust

The Alaska Mental Health Trust was
established by Congress in 1956. The 1956
law included a grant of one million acres of
land to be used to generate revenues to meet
the expenses of mental health programs in
Alaska. In the mid-1980s a citizen lawsuit
was filed claiming mismanagement of these

lands. In 1994 the Alaska Superior Court and

Alaska Legislature took actions that
effectively settled the litigation. The
settlement created the Alaska Mental Health
Trust Authority whose responsibility is to
ensure the creation ofa comprehensive
integrated mental health program for Alaska.

Trust Beneficiaries

Alaska Mental Health Trust beneficiaries
include people with mental illness, people
with developmental disabilities, people with
chronic alcoholism, and people with
Alzheimer 3 disease or related dementia.

Trust Land Office

The 1994 settlement reconstituted the Alaska
Mental Health Trust and the related
legislation transferred nearly one million
acres of land to the Alaska Mental Health
Trust Authority. It also required the creation
of a separate unit within the Department of
Natural Resources, the Trust Land Office.
This office was established to manage the
lands under contrnct to the Alaska Mental
Health Trust Authority. Trust Land Office
activities arc funded from Alaska Mental
Health Trust income, not the General Fund.
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Oil & Gas Exploration

Trust Lund Office Mission

The Trust l.atul Office manages Mental
Health Trust Land to generate income that
is used hy the Alaska Mental Health Trust
Authority to improve the lives and
circumstances of Trust beneficiaries.

Real Estate Development

Trust | and Opportunities

Real estate opportunities uniquely
situated for residential and commercial
activities, including opportunities for
development related to recreation and

Timber Opportunities

TrustLand Office Management
Guiding Principals
e Be loyal and accountable to the Alaska
Mental Heath Trust and its beneficiaries.

tourism.

A wealth of natural resources including:
commercial timber, hard rock minerals,
coal, oil and natural gas. . Maximize revenues from Trust Land
An enthusiastic Trust Land Office staff,
dedicated to generating revenues from
Mental Health Trust Land.

A flexible business-oriented decision

making process that encourages creative

and resource assets over lime.

e Protect and enhance the value and
productivity of Trust Land.

e Manage Trust Land prudently,
efficiently and with accountability to

and sensible projects. The Trust and its beneficiaries.

The knowledge that revenues generated
from Mental Health Trust Lands go to
improving the lives and circumstances of .

e Encourage adiversity of revenue-
producing uses of Trust Land.
Emphasize innovative solutions.

trust beneficiaries.
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VUiontnidfylission

The Board administers the. Alaska
Mental Health Trustas a peipotu.al
H 7'truStV It has a fiduciary responsibili y fo
X -/its bene.fteiariesto ehh'ahceand-.protect
~vVThd;trust 83nd to provide jeadersh P in
NS-advocaby, planning, Implementing, and
ap a catalyst forohe nge
'~ oito a £6mpfehensiVe Integrated Mr ntal
Healitji Ptpgrarri to |rrjprove the lives and

/1" xireumstehdes of- itS'Deneficiaries.



Year In Review

You Know Us - but we are more
than the Alaska Mental Health Trust
Authority, (The Trust). Perhapa the
most important role The Trust has is
that of a convener of stakeholders
and partners, serving as a catalyst
in collaborative efforts to address
issues of concern to our beneficiaries.
Our primary partners are the
four Governor-appointed boards,
which represent our beneficiaries,
participate in setting the focus of
Trust efforts and work with us to
achieve tangible results.

Jefflessee, ChiefExecutive Officer

The Governor's Council on
Disabilities and Special Education,
the Alaska Commission on Aging,
the Advisory Board on Alcohol and
Drug Abuse, and the Alaska Mental
Health Board consist of broad-based
memberships including consumers,
family members, providers, agency
representatives, and the public. With
this make up, the boards are uniquely
positioned to provide The Trust
and state agencies with essential
information on the status and needs
of the beneficiaries and to evaluate

the outcomes achieved by Trust
programs. In addition, their planning
and advocacy efforts on behalf of the
beneficiaries are critical to the success
of the state’s mental health program.

These boards have faced many
challenges inrecentyears. Reductions
in state financial support, the
increasing needs of the beneficiaries
they represent, and demands for
closer cooperation and efficiencies in
their operations have required new
approaches to achieving theirmissions.
They have responded by working
closer with each other, securing limited
funding fromTheTrust, and, inthe case
of the Alaska Mental Health Board and
the Governor's Advisory Board on
Alcohol and Drug Abuse, sharing staff,
office space, and meetings.

You also know our other partners. At
the core are the many beneficiaries
and their families who take the time
and the risk to share their stories and
efforts to improve the lives of our
beneficiaries. The Suicide Prevention
Council and the Alaska Brain
Injury Network provide important
information and strategies to The
Trust. The Departments of Health
and Social Services and Corrections,
the Alaska Court System, the Alaska
Housing Finance Corporation, the
Denali Commission, the Rasmuson
Foundation and other philanthropies,
Housing and Urban Development,
Tribal health organizations, housing
and social service organizations,
local governments, the Trust Land
Office, and many others also form
our collective identity.

As you read in this report about the
results we have achieved in our
focus areas of Bring the Kids Home,
Disability Justice, Housing, Workforce
Development, and Trust Beneficiary
Projects Initiatives, keep in mind just
who "we” are. As we solidify our gains
in these areas and move on to the new
challenges that emerge, continued
interaction and collaboration will be
essential to develop strategies for
making the most of the limited funding
that is available.

You do Know Us. We invite you now
tojoin with us, look at where we have
been and help us look to the future.



Disability Justice

Alaska’s criminal justice system
manages a disproportionate number
of cases involving persons with
mental disorders. The majority are
arrested for minor offenses resulting
from behaviors related to an under-
treated or untreated mental disorder.
Once involved with the criminal
justice system, Trust beneficiaries
are at greater risk of repeated cycling
through the system and increased

AncJiorage Mental 'Health Court Team

risk for financial, physical, and sexual
victimization and exploitation.

The Disability Justice Focus Area
seeks to:

e Prevent "appropriate or avoidable
arrest, prosecution, incarceration,
and reduce criminal recidivism.

« Increase the criminal justice system's
ability to effectively interact with
and accommodate for the needs of
victims and offenders who are Trust
beneficiaries.

e« Ensure a continuum of services
to Trust beneficiaries who require
emergency intervention and/
or protective custody or whose
condition or behavior results in
their involvement with the criminal
justice system.

In 2006, the following occurred
towards this end: (1) Anchorage and
Fairbanks police officers received 40
hours of intensive training assisting
them to interact effectively with
people experiencing mental disorders:
(2) The Alaska Court System de-
veloped a pilot project to expedite
comprehensive neuropsychological
evaluations: and, (3) The University of
Alaska Anchorage- Center for Human
Development assessed the nature
and scope of Trust beneficiaries who
are crime victims and inventoried
available services and resources to
assist them.

Bring the Kids Home

Each year, almost 700 Alaskan youth
with serious emotional disturbances
are sent to out-of-state facilities for
treatment, an 800% increase since
1998. The state pays $40 million in
Medicaid expenditures annually to
out-of-state providers. The Bring the
Kids Home (BTKH) initiative seeks to
counteract this problem.

In FYO6 The Trust provided $2.2
million for the BTKH initiative. That
same year, and in subsequent years,
the Denali Commission designated
capital funds for increasing in-
state bed capacity. In FYOQ7 state
government began to assist with state
operating funds. At the end of FYO06,

The Trust FocusAreas

75 new in-state beds were added.
Upwards of 200 beds are proposed to
be available in FYO7 and FY08.

Recent indicators show the increase
of out-of-state referrals has stopped;
with the projected increase in in-state
bed capacity those numbers should
decrease significantly in the next
several years.

The BTKH Initiative planning and
funding efforts focus on increasing
lower levels of care. The goal is to
ensure a full continuum of care so that
each child istreated at the appropriate
level as close to home as possible.
The initiative also focuses effort on
ensuring that youth and their parents
are supported as they navigate the
system of care. Parents and youth
also provide important feedback to
the BTKH planning process about the
appropriateness of services.

Beneficiary
Projects Initiatives

The Beneficiary Projects Initiative
places more control in the hands of
beneficiaries than any other Trust
focus area. The Trust has dedicated
$3.5 million annually to programs and
services conceived and managed
by ueneficiaries.

Benificiary Projects Initiatives provides
funds to beneficiaries to develop
grass-roots projects that focus on
peer-to-peer support. The programs
emphasize prevention, education,
and early intervention to help
participants find their own path to
recovery and wellness.



The Trust Focus Areas

The Trust dedicates $1 million for grants
and provides technical assistance to
achieve balance between consumer-
run principles and public accountability.
Targeted and anticipated outcomes
include effective  consumer/client-
provided services, improved beneficiary
input in policy making and planning,
and demonstrated positive impact on
beneficiary lives.

Workforce Development

The Trust is working with its partners
to develop strategies to address
the need for a trained workforce to
provide services around mental health,
developmental disabilities, alcohol
treatment, and Alzheimer's disease
and related dementias. Several studies
completed in the last year indicate
Alaska is already facing workforce
shortages in these critical areas and is
forecasted to continue to have critical
shortages over the next ten years.

The Trust, state, university, native tribal
and provider systems are working
together to develop strategies to
address the workforce issues through
training new workers and providing
updates for the current workforce.
Behavioral health and direct service
jobs are some of the fastest growing
job sectors. Recruiting and retaining
this trained workforce is critical to
Alaska’s health and economy.

Safe, Affordable Housing

Safe, decent, affordable, and
accessible housing is often the
key for beneficiaries maintaining a
healihy lifestyle and participating in
rehabilitation and recovery activities.
The statewide shortage of this
type of housing disproportionately
affects Trust beneficiaries due to the
challenges associated with disabling
conditions and the lack of opporiunities
for economic advancement.

In 2006, The Trust participated in the
Governor's appointed Interagency
Council on Homeiessness, a
Commissioner-level council charged
with focusing on homeiessness in
Alaska. The council recommended
formation of a steering committee to
focus on an affordable housing trust
fund. The Alaska Housing Trust fund
has become a major priority for the
Alaska Mental Health Trust Authority.
You can read about it elsewhere in
this report.
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In 2003, the Rasmuson:,Foundation and
the Alaska Mental Health trust Authority
created a vision for a program to helo
non-profits develop sustainable capital
projects. The funders recognized that few
resources were available at the beginning
of the capital development and that many
projects floundered in the initial stages
of development.

Many partners supported the concept of
a standardized, streamlined approach to
funding technical assistance and resources
in the predevelopment phase, including
the Denali Commission, USDA Rural
development, Alaska Housing Finance
Corporation, municipal governments, and
representatives of the not-for-profit sector.

in 2005, the Rasmuson Foundation, the
Alaska Mental Health Trust Authority,
and the Denali Commission launched
the Pooled Predevelopment Fund. The
program ensures that selected projects
meet a community need and that they are
adequately prepared to pursue operations
and capital funding to ensure success long
into the future. At an average cost of about
$40,000 per oroject, organizations have
access to program specialists, architects,
engineers, and other specialists they may
require to successfully complete the pre-
development phase of their project.

The Pooled Pre-Developnent Program
is currently funded by $1.4 miilion from
the Denali Commission, the Rasmuson
Foundation, and the Alaska Mental Health
Trust Authority.

In 2006, over 300 projects were considered
and more than half of the 30 selected to
receive help will benefit Trust Authority
beneficiaries,
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On any given night in Alaska, there
are* 35Q0, homeless Alaskans. Of
these, -24°/4 suffer from -chronic
substarice-abuse  problems, and
>4% are severely mentally ill. At
lea™3rOQO children -were’homeless
or inadagbmely housed7 during
the 2005j2d00 school year. These
children are more-l|j<®j*pa.rieride
conditions ‘of anxie”7 Withdrawal,
depression,|| hunger, asthma, ear
infection”
'speechprobiemsth7anth7eirpeers.

. s N -
Homelesshess results from; 's*.
Oornplex mset of circumstances that
require people to choose among
food/shelter, and other basic needs.
Cohbibuting factors include: " 7,

¢Inadequate income. A 2001-study.
% fdund:

. ?a persgjri heeds™td eam $17.05

;0f Alas|<aliouseholcis,
could mdt,affpid a median-priced)
Il A N

* Insufficient supportive  services..
In Alaska, homeless, prevention
services (Le. renter education and
broad based financial counseling),
after;hours mental health counseling,

. arid other housing retention sei*qes

7 are jiot widely available,

A steering corirnriittee was fofmed.
in 2000 to .develop a workable,
framework for ourstate to develop;
and sustain more affordable housing y
through'a Housing trust fund, This
steering committee is comprised;?;
representatives from the governor's
office, the-Alaska HoliSing Finance
Corporation, the Alaska Department
Of Health and Social Services,
Housing Authorities, US Department
of Hoflsing and Urban Development,

US Department of Agriculture Rural

Develppmerit, Welfs FargiT Bank,
the Rasmuson: Fouridation, servicd
providers,and home, builders With the
Alaska Mentaj Health Trust Authority ,,

. serving as’facilitator and chairjy '. ,;7

u per holv to affdM a rr‘oc,Ost *9* 7 'etem . T*
bedrpom apartm the rage The Steering Committee researched
7 Jair™.rket jaritpf $90& | N Bvg .the successes of housing trusts in

7 over 30 otrter statea apd designeci-
..me prppoSed’Alaska Housing Trti$t
to be a eource or flexible funding
thate maximizes the effectiveness
of existing low-income housing
programs! For example,; the funds
will allow a [stronger link , between
housing and the .supportive and ,
counseling services necessary for
many Alaskana *o find .and7rd$ri;
safe, avoidable housing.. 77 '

7 * Inadequate's supply of[. affordable
7 hQOusing. y The private housing
.7;rmWd<atalone canriot[supply enough
7:#7a”blehouaing hecaus” high
if land pricesvahdXdther costs! The.
* Waiting HX |ri7Alaska for publicly
financed'hbuslrig is .nearly 4.000
househO(ds;7
it yyy-'M o u |
» Catastrophic events or destabilizing
forces. 7 A sudden : economic < Vm 7Vl <
7 downturn paused -by; illness, Injury The Alaska. Housing Trust Coalition
7. divbrce, or job loss may pushe hesw P MNQIE7 /7 M £
y people into homeiessness. Mental: recommendations made -by “the
illness and addiction disorders ate Steering Commitee in order to take
atsb destabilizing forces that can

cause homelessness? bbntinued on next page...



Coordinated Communications

The “You Know Me" campaign
continued this year in an effort
to reduce the stigma that Trust
beneficiaries experience and
to highlight reasons to invest in
services for our relatives, neighbors,
coworkers, and friends. Work by
Trust advisory partners from the
Governor's Council on Disabilities
and Special Education, the Alaska
Mental Health Board, the Advisory
Board on Alcohol and Drug Abuse,
the Alaska Commission on Aging, the
Alaska Suicide Prevention Council,
and the Alaska Brain Injury Network
created a series of print, radio,
theater, and television ads that bring
to life the contributions and triumphs

of Trust beneficiaries. Investment in
Trust beneficiaries pays dividends in
productive lives and provides a quality
and dignity in life that we all deserve.

Ramy Brooks serves as a
spokesperson for The Trust and the
communications campaign. This
veteran musher speaks out on his
concerns about alcohol problems
in Alaska emphasizing the need for
youth to ask for help when they are
experiencing problems in their lives.
Ramy’s own attempt at suicide at age
16 has led him to share his journey to
adulthood and the effects of alcohol
on families and youth.



Key Financial Outcomes of The Trust Fund

Trust Cash Assets at End ofFY2006

Settlement  51.33%  $200,QQP,0Q0
Inflation '23.46% $ 91,417,899

Reserves 12.67%  $.49,375,496

Trust Fund Performance Trust Fund Performance *
Trust Funded Projects
Past 5-year Average Year in Review Future 5-Year Average

(2001-2005) (2006) (2007-2011)



“For .the third consecutive year, the
,cashassetaof.the Trustbenefited, from,
a heaitlly stock-market. Investments
wjjj.«the Alaska Penpanent Fund
increased from $363,826,006 ‘atthe
end of FY 20» to $385,366,600 atth »
ertdof FY2006 « =

Income from ;#sse .investments
was- $36,046,700 1="006 arid;:
$30,811,000 forFY ap” "t tutoi™ net
income determined b/ APFC (which
does not include unrealized gainS)
was $31,756,200 :for/[FY2006 &&mm

$21,008,800 for FY20b5i Statutory net
income increases the. Bt dgst Resejve

and can :be used;;as spendable *
*V « investment allbpatlone within Treasury

income.while.'unreajized

ofThe TrustFuiO

doWritujris Wjjfthout eroding Trust;

Principal. The * .Budget .Reserve
investment is split between the Alaska
Permanent Fund,and the Treasury
mOiyjsion of the: Alaska; Departmeni
* Ofe

ino. (who set up the financial model\

initially)*W6wed tpe budget reserve
requirement that
we 'Have iadejquafo: protection;: frojn.
market volatility.

-amiJi7>> > * :\"'b \AETABAVAR | |
The'portion of the Budget Resernve

managed by the Treasury: Division

> ViV, i-vji X< W

thaw Department of .Revenue

‘ earned $445,740 in;FY2006.- Gallan

Associates; Inc. recommended new

can pniy be'applied to inflation proof ./me"’«'as part of its review of the Budget

ourPrincipal investment.! BSpausethe
Alaska Permanent Fund Corporation

Was realigning' its portfolio’ to .allow e

for more diversified |hvtments,
realized gains Were higher, than usual
infFYyawe,W SC''W . »

VAfr,: si - S
The Budget. Reserve is set at 400%
of fhe” annual. payou”|fo allow
fW. dlsbursements dunng( market

NS« om

ANIN AW hiic h feexipebtedtpipbreese

fut(iiaTOttImi8™ 1 [/«m’
V%

ThdTnJst payout rate, which Is uagcj to

fAspehdableincome'w”

at the end of .Fv2006 from 3.75%
to 4.0% beginning With 'the Fy2007
budget. This. rate.Is.applied to the
balance in tfee Trust. Fujia (Principal

and Budget Reserve) at \/e end of a
fiscal year to calculate the payout for
the subsequehtyear. "1 i

The following performance from
FY2006 & available for spendable

_|vrltqome In F\ﬁ2d67 Y’ %

tV%*

* Disbursement (payout)rate of'4.0%,
for a payout- Of $16,62*397.. ThiS
represents*an increase of >3:8%

fover FY2005. -

* Resource management 'revenue;
» allocated as income, was $3,543,093.;

Interest on the Incdme Account at

Treasury Division was $967,031. ‘¢

Lapsed funds from prior fiscal years
were $1,895,152. .

Total funding available for spendable
income In FY2007 Is $23,032,672.
Thisis a slight pecVease from FY2006
ayailabillt*.')p0$23,76Ti,256 (which
was unusually high due topridr-year
lapsed funds of $5.2 millibri).
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Alison Smtthi Senior Resource Manager
t Real Estate
i (907) 269-8421

I allsons@dnr.state.ak.us
. W | u

oM, 7 W ER?
Doiig Campbell, Senior Resource
Manager, Timber
(907)289-8688
dougc@dnr.state.ak,us

Mike Franger, Senior Resource Manager
Minerals and Oil/Gas

(907) 269-8657

mikefr@dnr.3tate.ak.us

Marcie Menefee, Resource Manager
(907) 269-8753
marcie._rr.enefee@dnr.state.ak.us

Chuck Ault, Resource Manager
(907) 269-8420
charlesa@dnr.state.ak.us

Victor Appolloni, Resource Technician
(907) 269-8422
victora@Lnr.state.ak.us

Anna Soiorzano, Resource Technician
(907) 269-8664
annas@dnr.state.ak.us

Heather L Weathered. Resource Technician

(907) 269-8658
heather_weattiercll@dnr.state.ak.u8

General Background

The Trust Land Office (TLO) is a small
11-person unit in the Department of
Natural Resources (DNR) that manages
approximately one million acres of
land throughout the State of Alaska
on behalf of the Alaska Mental Health
Trust Authority (The Trust). Trust land
is managed in accordance with state
law (AS 38.05.801) and regulations
(11 AAC 99), which provide in part,
that Trust land management shall be

-Oildr GasExploration onJhlst Land
Northern Dancer Wellsfo

conducted solely in the best interest
of the Alaska Mental Health Trust and
its beneficiaries. The regulations also
provide that the TLO actions adhere to
the following principles:

» Maximize long-term revenue from
Trust land

* Protect The Trust corpus

» Protect and enhance the long-term
productivity of Trust land

* Encourage a diversity of revenue-
producing uses of Trust land

TrustLand Office

* Manage Trust land in a prudent and
efficient manner, with accountability
to The Trust and its beneficiaries.

Revenue-generating uses of Trust
land include land leasing and sales;
commercial timber sales; mineral
exploration and production; coal, oil
and gas exploration and development;
sand, gravel and rock sales; and other
general land uses. Rents, fees and 15
percent of timber revenue from Trust
land uses are considered “Spendable
Income” and are available to The Trust
for use in the following year. Land sale
revenue, hydrocarbon and mineral
royalties, and 85 percent of timber
revenue are considered “Principal’
and are also forwarded to The Trust
for deposit into The Trust corpus which
is held and managed by the Alaska
Permanent Fund Corporation.

FYO06 Financial Outcomes

Gross revenues equaled about
$7.2 million. As noted above, the
TLO earns two types of revenues:
Spendable Income, which equaled
about $3.5 million and exceeded
revenue projections by about 136
percent, and Principal revenues which
equaled about $3.6 million and were
somewhat shy of projected earnings.
This shortfall can be attributed to
several multi-year transactions that
were completed ahead of schedule
in FYO5 and were accounted for in
that year.
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TrustLand Office

Highlights o fthe Year

The real estate program accounted for
over 49 percent (about $3.5 million)
of gross revenue. Successful efforts
included completion of our 9th annual
land sale which resulted in selling 68
parcels through a sealed bid process
for a value of $1,574,868.

Renovation of The Trust Authority
Building (located in  midtown
Anchorage) was completed in June

Timber Production on Trust Lund
Log Transfer Facility, Leash Lake

and The Alaska Mental Health Trust
Authority relocated to the second
floor along with the Alaska Brain
Injury Network.

The timber sale program accounted
for over 38 percent (about $2.7
million) of gross revenue, with multi-
year sales continuing at Leask
Lake and Wrangell. A small timber
sale program was created with the
Department of Natural Resources.
Division of Forestry for local log home
builders in Haines.

The coal, oil and gas programs
accounted for 7 percent (about
$512,000) of gross revenue. The
annual Cook Inlet Oil and Gas Lease
Sale held in November, 2005 resulted
in the leasing of two tracts with bonus
bids and first year’s rentals of nearly
$70,000. Two exploratory wells were
drilled on Trust land for natural gas.
One well was plugged, pending
further evaluation, and the other
is currently awaiting availability of
equipment for testing.

The minerals and materials program
accounted for almost 5 percent of
gross revenue (about $357,000).
This includes royalty from the Fort
Knox Mine as well as lease rental
payments from existing claims and
leases on Trust land.

Future Focus

The TLO will continue efforts to diversify
its revenue generating activities with
emphasis on improving The Trust's
real estate portfolio in the Anchorage
and Southcentral areas. Key projects
for the upcoming year include:

Subdivide the Trust's Hiland Road
parcel into mixed-use commercial and
residential tracts;

Remediate the Juneau subport
warehouse property and sell the
armory parcel to the City & Borough
of Juneau for their Centennial Hall
expansion project;

Complete the South Fairbanks
Subdivision improvements in pre-
paration for construction of the new
Fairbanks Detox Center;

Expand the Wrangell 8 Mile Timber
sale contract to include an additional
five million board feet of timber;

Resolve the proposed Petersburg
Timber Sale;

Offer about 80 parcels in The Trust's
annual land sale;

Continue to offer Trust land for oil and
gas exploration and development;

. Northern Dancer Rig Inspection
Mike Franger TLO Sentor Manager

Complete tho Chickaloon coal lease
sale and facilitate exploration;

Offer Trust land for mineral develop-
ment and exploration;

Complete the 1956 Mental Health
Enabling Act land entitlement
selection; and,

Develop the design for a new system
to facilitate assets management.
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CONFIRMATION COMMITTEE REPORT

2 - Yb -0"h

Action date:

The Finance Committee has reviewed the qualifications of the following Governor's
appointee and recommends that this name be forwarded to ajoint session for
consideration:

Commi&sioner - Department of Revenue
Mr. Patrick Galvin

This docs not reflect intent by any of the members to vote for or against this individual
during any further sessions for the purposes of confirmation.

Signature: Printed
\ghature- Last Name
w ~on=+ _$
\ IvO
L i
'S / /
Ch.lr: /n/ m

Please return to the Chief Clerk's office.



13331 Badger Lane  Anchorage, AK 99516

Patrick Galvin
(907)344-8800 patnalvin@ak~.net

Summary of Qualifications
Strong leadership experience in public policy development
Direct experience and education in natural resource management, finance and

taxation
Exceptional problem solving skills, ability to extract key information and quickly

devise effective response
Outstanding skills in negotiation, analysis, communication and writing

Enthusiastic team player

Education

Bachelor of Science (Double Major) - Quantitative Economics and Visual Arts

University o fCalifornia, Son Diego

Juris Doctorate - Business Law Emphasis
University ofSan Diego

Masters of Business Administration -Taxation and Financial Planning

San Diego State University

Experience
2002 - present

State of Alaska - Department of Natural Resources
Petroleum Land Manager, Division of Oil and Gas

Section Chief for the oil and gas leasing and permitting sections

Section responsibilities include:
Conduct public review of decision on whether to hold an oil and gas lease

o
sale, issue an exploration license, or permit exploration and development
activities

o Market and promote Alaska 3 oil and gas opportunities to expand the

number of oil and gas explorers and investors in Alaska
o Inspect and monitor oil and gas operations on state leases

Primary stale contact for federal off-shore oil and gas activities
Successfully designed and Jed public process to diffuse controversy over coalbed

methane development in the Mntanuska Susitnu Borough
Successfully led state effort to hold the lirst Alaska Peninsula/Bristol Bay lease

sale in over twenty years



State of Alaska -

Patrick Galvin
AMPS 2-

Office of the Governor 1999 - 2002

Director, Division of Governmental Coordination

«

Led division with an annual budget of $4.5 million
Division responsible for implementing the Alaska Coastal Management Program

and coordinating state policy on natural resource issues
Served as coordinator of information and policy development with state agencies,
federal agencies, local governments, and industry groups and representatives
Worked with Commissioners, Deputy Commissioners, and Division Directors to

establish natural resource policy for the Administration
Acted as facilitator in disputes between state and federal natural resource agencies

Successfully negotiated a complex regulatory package through public review and

approval by a diverse board

1993 * 1999

Copeland, Landyc, Bennett and Wolf
Associate Attorney

Dynamic legal practice focusing on business transactions, corporate, municipal, land use

planning, personal estate planning, and tribal law.

1990- 1993

AP Binders
Owner and Operator

Resp* nsiblc for all aspects of small office supply, direct marketing business, including
sales, invoicing, inventory control, accounting, hiring, and business strategy.



Galvin
Commissioner-REV

Ltr.2

Patrick Galvin, Commissioner

Pal Galvin was appointed Commissioner of the Department of Revenue by Governor
Sarah Palin effective December 4, 2006. Before his appointment he served as a
Petroleum Land Manager for the Alaska Department of Natural Resources, Division of
Oil and Gas. His responsibilities included managing the oil and gas leasing and
licensing programs, lease administration, and oil and gas permitting for the division.
His education background includes a Bachelor's degree in Visual Arts and Quantitative
Economic’ from the University of California, San Diego, a Law Degree from the
University of San Diego, and an MBA from San Diego State University. Prior to his
position at DNR, Mr. Galvin served as Director of the Division of Governmental
Coordination, overseeing the Alaska Coastal Management Program. Previously, Mr.
Galvin was a private practice attorney focusing on municipal, corporate, and Iribal law.

Mr. Galvin and his wife Alyse have four children, three sons and one daughter.
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Alaska State Legislature

House of Representatives statecapitoi,Room216
r Juneau, AK 99801-1182

- - IB - I ] _" -F " *)) -
Official Business office ol the Eh'iE} ClerK R 1051 ws.533

REFERRAL FOR CONFIRMATJON

Date Referred: February 19, 2007

Committee: Finance

State Assessment Review Board
Mr, Don (Marty) M. McGee - Anchorage
Appointed: 10/26/2006

Action Date: a-3.fi-o1

(Same date as on the accompanying signature page)

Note: Attack to a signature page and return to tk* Chief Clerk's olllce.



CONFIRMATION COMMITTEE REPORT

Action date: h IS n Q |

The Finance Committee has reviewed the qualifications of the following Governor3
appointcc(s) as shown on the attached Referral for Confirmation form(s) and recommends

that the name(s) be forwarded to ajoint session for consideration:

This does not reflect intent by any of the members to vote for or against this individual

during any further sessions for the purposes of confirmation.

. ) Printed
Signature: Last Name
JF
IV ZtA
O =
w
L — S ) U
- i fij& Ispn
A/5"L -V
------ J 7 f~7e>1- '"['T7 -7
Co-Chnlr:  js * -— IM ]
litl

Please attach appointee Referral for Confirmation form(s) and return to the
Chief Clerk’s office.



Alaska State Legislature

House of Representatives date Capitol, Room 216
Juneau, AK 99801-1182

Phone: (907) 465-3725

Official Business . .
Office of the Chief Clerk Fax:  (907) 465-5334
MEMORANDUM
Date. February 19, 2007
To: Representative Chenault, Co-chair

Representative Meyer, Co-chair
Finance Committee

From: Suzi Lowell rD_»
Chief Clerk
Subject: Governor's Appointment

The Speaker referred the following Governor's appointment to the Finance Committee:

State Assessment Review Board
Mr. Don (Marty) M. McGee - Anchorage
Appointed: J0/26/2006

The Referral for Confirmation page, resume, and signature page arc attached for your use.

Attachments as noted.
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Don Martin McGee

11812 Sundi Dr.
Anchorane.. AK 99507

(907)-313-6897 (work)

— ™ —B-

Professional manager with experience in public sector and private sector enterprises
primarily associated with real estate.

Areas of ExDertise:
Change Management Financial Analysis
Training tk Development Budget Management » Team Facilitation
Business Development Dispute Resolution Strategic Planning
Union Leadership Organizational Design

PROFESSIONAL EXPERIENCE

Chiefadministrator for property tax assessment, Municipality of Anchorage, Property Appraisal,

Anchorage, AK 1999 - Present

Assessment for tax base of 111,500 taxable parcels and $17,000,000,000 in value

Manage staff of 52 individuals

Coordinator of division wide strategic change management and reorganization efforts.

Responsible for annual division budget of $1.2 million. Including goal setting, auditing and review.
Facilitator of all human resource functions including; process development, implementation and audit,
Accountable for property exemption program, audit functions and process improvement initiatives.

Real Property Appraiser, Municipality of Anchorage, Property Appraisal, Anchorage, AK. 1998 - 1991
General appraisal of commercial real property for property tax assessment.

Re3l Property Appraiser, Erickson and Associates, Anchorage, AK. 1993 - 1997
Author of full narrative appraisals under direct review of MAI appraiser.
Real Property Developer and Builder, Alaska Development Corp., Anchorage, AK 1987 - 1981

Land subdivision and residential construction and design. Worked in Naknek, King Salmon, Soldotna,
Homer, Wosilla, and Anchorage Alaska.
Self employed general manager of firm.

EDUCATION
MSRE, Master of Science Real Estate, University of Alaska Anchorage 1982
General Business Management with emphasis on Real Estate.
UUA, Bachelor of Business Administration, University of Alaska, Anchorage 1980

Emphasis in Real Estate management, development and appraisal.
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PROFESSIONAL ASSOCIATION

Co-chair of Local host committee for annual conference of International Association of
Assessing Officers in Anchorage 2005

President of Alaska Association of Assessing Officers 2004
COMMUNITY WORK

Community Council committee chairman, Sand Lake CC, Anchorage, AK 1996
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state of alaska

OFFICE OF THE GOVERNOR

P.O. Box 110001, Juneau, AK 99811-0001
Phone: (907) 465-3500 Fax: (907) 465-3532

BOARDS AND COMMISSIONS APPLICATION FORM

INSTRUCTIONS

A separate application ic required for each pooition for which you apply. Complete and opecific answers will aid in rnpid and
accurate processing ofyour rcoume, Pleaac type or print legibly in ink. Forward to the above address. Be sure your answers

are true. A willfully false answer may result in your disqualification or removal from office if you arc appointed.

Goard or Commission and seat for which | nm applying: Scaca Assessment: Review Board
(For example, Board of Agriculture, public scat)

Please liet any other State Boards or Commissions on which you currently or previously have served:

Name: Don M artin HrGce

M ailing Address: PO Box_ 196650

Residence Address: A312 Sundl Drive

City, State and Zip Code: Anchorage AK 99519-6650
Home or Message Telephone: ,Business Telephone: (907 ) 3A3-FS97
Fax Number: _ .Cell Phone:

Email address: -

AS 39-05-100 requires that a person appointed to a state board or com mission be a registered voter prior to the last

general election:

Are you a registered voter: YES X NC Voter Registration Number (Optional): N/A

Social Security Number (Optional, required if nppoinled for travel, reimbursement etc.): K 7 A

Have you cver been convicted of a misdemeanor within the past five years or a felony within the past ten years?

YES N O X if'YES', explain the ctrcuinstance3 on n separate sheet ol paper and attach it to this application. A
conviction is not ncceoonrily grounds for disqualification. The number of conviciionn, nature, reccntness, and relationohip
to the boord position upplied for, will be evaluated and a determination will be made otter n review of all relevant facta.
CONFLICTS OF INTEREST; Certain bonrds find commissions require full disclosure of person.:) finnnaal data under AS
39.50.010. If required for the board or com mission for which you arc applying, are you willing to do so?

YES X N O

Could you or any member of your family be affected financially by decisions to be made by the board or commission for

which you hove applied? Y E S . NO X

If “YES’, explain:

PngeJ of%
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TRAINING AND EXPERIENCE: (Ifresume attached, it ig not necessary to complete items A-D)

A. List any professional licenoes, certifications, or registrations and dniea obtained that may be used ao qualifying
criteria:

D. Lifit both formal and informal education and training experiences: (Use additional paper ifnecessary).

C. List nny community service, municipal government, and state positiono held, and aNYy awards received. Include
both compensated and uncompenoaied positions (such a- Drccidcnt of ervice organization or a mayor). Include

length of time serviced.

D. Employment work history - paid, unpaid or voluntary: (Use additional paper of necessary).

The Office of the Governor and the State of Alaska have an Affirmative Action Equal Employment Opportunity
Program. To assist in the program, you arc asked to voluntarily answer the following questions to provide 'he
information ncccsoory for reporting purposec. Under State and Federal law, the information you provide will

no be used to illegally discriminate ngainst you.

DATE OF OIRTM: - o SEX:FEMALE M ALE

ETHNICITY:

Alaska Native American Indian . Asian or Pacific Islander Black. Hispanic, W hite
MILITARY SERVICE (ifapplicable,give dates): N M
CERTIFICATION: I swear the information | have entered on this form is true to the beat of my knowledge. |

understand that if | deliberately conceal or enter false information on the form my application may be rejected, |
may be removed from the list of eligible candidates, or | n.ay be removed from the position. | agree that the Olfice
of the Governor may contact present or former employees or other persons who know me to obtain an additionol
information about my skills and abilities. 1 understand that the information on this application is public

information and may be released through it legal request for such information.

Signature (in ink): . gyv. Vy Y 1‘ Date: _ C tfl V 2QJ&.

Please attach a cutrcm resume with your application.

Pnge/"of



ASSESSMENT review board

State of Alaska

Office of Boards and Commissions

ASSESSMENT REVIEW BOARD

BOARD: State Assessment Review Board

BOARD IDENTIFICATION NUMBER: 007

DEPARTMENT: DEPARTMENT OF REVENUE

AUTHORITY: AS 43.56.040

STATUS: Active

SUNSET DATE:

REQUIREMENTS: Legislative Confirmation and Financial Disclosure
PROHIBITIONS: None

TERM: No defined term

Page | of |

DESCRIPTION: 5 members appointed by Governor: must be knowledgeable of assessment procedures

for pipeline transportation of gas or unrefined oil; serve at pleasure of Governor.

FUNCTION: Conducts oil and gas property assessment appeal hearings on values set by the Department

of Revenue.

CHAIR: No provision.

SPECIAL FACTS: Quorum - Majority of members. Serve at the pleasure of the Governor.

COMPENSATION: Standard Travel and Per Diem.
MEE TINGS: | meeting per year; 2-3 clay meeting/hearing.

FOR FURTHER INFORMATION CON TACT:
Mr. Randy llo'flxvk

State Petroleum Propeity Assessor
Tax Division, Department of Revenue

550 We .t Seventh Avenue, Suite 500 M/S 0100

Anchorage, AK 90501

Phone: (907) 269-1029, FAX: (907) 269-6644

Assessment Review Board Rosier

htlp://\\ ww.gov.stale.ak.us/boards/l'aclsheet/fact007.himl

2/26/2007
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Alaska State Legislature
HOUSE FINANCE COMMITTEE
AGENDA
1:30 p.m.

March 19,2007 - Monday
1:30-3:30 pm
PERS/TERS Accounting Issues & Overview

Annette Kreitzer, Commissioner, Department of Administration
Charlene Morrison, Chief Financial Officer, Retirement and Benefits,

4:00 p.m.
HB 95-APPROP: OPERATING BUDGET/LOANS/FUNDS
MB 96-APPROP: MENTAL HEALTH BUDGET

Public Testimony

4:00 - 6:00 p.m. Anchorage

Revised .1/10/2007 1 34 1"M



Public Employees’
Retirement System (PERS)

Defined Benefit (DB) Plan

Accounting Issues

House Finance
March 19, 2007

Division of Retirement and Benefits

PO Box 110203

Juneau, AK 99811-0203 | <$
(907)465-4460

(800) 821-2251



» Concerns about employer level accounting
for the PERS DB plan.

m Contribution rates for PERS DB plan not
supported by employer level accounting
records.

b Set the stage to discuss the proposed
solution.



Proposed Solution

a Cost share legislation

m Administer the PERS DB plan like the TRS DB
plan

m State to assume 65% of unfunded liability at
6/30/2006 (estimated $3.6B of $5.5B total)

m All employers share the cost (benefits,
administration, and investment)

m Simplify administration



Proposed Solution (cont.)

m Address the unfunded liability

m |[f market conditions warrant, use pension
obligation bonds as part of solution to reduce
the unfunded liability.



PERS = One System
(but Two Plans)

m Defined Benefit Plan (Tiers I, I, and Ill)

m Defined Contribution Retirement Plan
(Tier 1V)



PERS DB
Accounting Issues

NoO impact on:
m Teachers’ Retirement System (TRS)

» Benefits paid to members

3 PERS DB Plan level accounting
(PERS as a whole)

h New PERS Defined Contribution
Retirement Plan (Tier V)



Agent Multiple Employer Plan

Defined and described as follows:

o A plan that provides benefits to employees
of more than one employer
m Pooled administrative and investment functions
m Share costs/income of pooled functions
m Separate accounts for each employer

m Each employer’s contributions are to provide
benefits only for that employer’s employees



Alaska Statutes
AS 39.35.100 (b)(3)

* A separate account for each employer shall be
maintained.

« The account shall be credited with contributions
of the employer.

mThis account shall be charged with the employer’s
actuarial charge for pension, death benefits, and
other benefits paid under this plan to or on behalf
of the employee of the employer.
A



Alaska Statutes (cont’d)

AS 39.35.680 (22) defines employee as °
a retired member..

m AS 39.35.250 states that the past service
portion of the employer’s contribution rate Is
that “required to amortize the unfunded

obligations of the employer. . .”



PERS OB Plan

Assets - Liabilities = Surplus or (Unfunded Liability)
*
A Employer responsible for
+ Contributions fundin9 shortfa"
/K - Pension Benefits
+ Investment | . Heath Costs
Income "DB Employee (both measured annually)
DB Participating
Employer

m Calculation is performed at the employer level
as well as at the plan level

k Concerns regarding employer level
accounting and allocation methodologies
In use 10 C v



ASSsets

Employer contributions are accounted for In
two separate buckets:

m Active employer asset accounts
m One account for each individual employer
a Retiree reserve asset account

m One consolidated account for all
participating employers



Retiree Reserve Account

Funding Sources
m Share of the plan’s net investment income

m Transfers from the active employer’s asset
accounts



Transfers

» In order to calculate an employer’s past
service contribution rate, we assign retiree

reserve assets to employers

« Allocation process Is used to assign retiree
reserve assets to individual employers



Allocation Process

m Allocate retiree reserve account balance to
employers resulting in employer’s retiree
reserve account balance

m based on the employer’s pro rata share of
retiree liabilities at year end

m The amount allocated to an employer does not
represent contributions made by the employer
msimply represents assets assigned

m Concerns have been raised about this practice -
no accounting by individual employer.

6 L]



Allocation Example

Participating employer has the following assets and
liabilities in the Plan at 6/30/04:

Assets Liabilities
Active $237,819 350,172

Allocated share of retiree
reserve account . -
Total $237,819 350,172

mUnfunded liability is $112,353
mEmployer has no retirees at 6/30/2004,

so has not contributed to the retiree A
reserve account

15



Next Year - FYO5

Employer now has retirees in the plan for the
first time, so will get an allocation of the
retiree reserve account balance based on their
retiree liabilities compared to total retiree

liabilities even though they have not
contributed to the retiree reserve account in

the past.



The Allocation

Employer retiree liabilities $ 453,428
Total retiree liabilities 7,131,974,579
% allocated to employer .006%
Retiree reserve account balance 62194,055,956
Account balance allocated to employer $ 393,883

Even though employer has not contributed to this account

Note: This is the impact if the employer’s retiree liabilities
are growing; however, the reverse is the impact if
the employer’s retiree Iiabthy IS declining. 7



Transfer

AS 39.35.100 states, “Upon retirement, the amount
actuarially determined.. .to fully fund benefits. . .shall
be transferred. . .from the employer contribution
account Into the retirement reserve account.”

m Transfer, from the employer’s active asset
account, the balance needed to fully fund the
employer’s retiree reserve asset account

m Compare the assigned assets to the allocated ~ U

liabilities and transfer the difference % -
18



The Transfer

Per statute, the retiree reserve account is to be fully
funded.

Employer retiree liabilities $ 453,428

Account balance allocated

to employer 393.883
Amount transferred from

employer active account $ 59,545



Effect of Allocation and
Transfer

Participating employer has the following assets in the Plan
at 6/30/05 after transfer to fully fund the retiree reserve

account.
Assets Liabilities

Active
(237,819+32,261-59,545) $ 210,535 18,107

Allocated share of retiree

reserve account
(393,883+59,545) 453.428  453.428

Total $ 663,963 471,535

raOver funded by $192,428.20 Ao



Liabilities

m Annually calculated by employee
m Allocated to individual employer

mBased on pro rata service earned with
employer

0 Does not take into account salary earned
employer

mConcerns have been raised about this
allocation process as well



Liability Allocation Example

One employee is a covered elected official for

the City of X for 5 years earning 5 years of
service credit. Is paid $1,000 for attending meeting

during these 5 years.

Same employee worked for City of Z for
5 years prior to serving as elected official.
Was paid $200,000 for the 5 year period.

22



Example (cont.)

Actuary calculates a $750,000 liability for the member. This
liability is allocated to employers as follows:

Salary Service % by Liability

Paid Earned  emplovee Allocated
CityX $ 1,000 5 vrs 50% $375,000
City Z $ 200,000 5 vrs 50% 375,000
Total 10 yrs 100% $750,000

Note: Extreme example to clearly reflect the impact of current
practice. Approximately 735 or 1.2% of all PERS members
have service in both categories shown above.



Impact on Contribution Rates

Assets Liabilities = Surplus or
(Unfunded Liability)

Concerns raised about both the assets and liabilities
assigned to employers, individually, and collectively,
Impact the employer’s unfunded liability.

Unfunded liability - basis of the past service cost portion
of the employer’s contribution rate.



Proposed Solution

Cost Share Legislation - long range

m Redesign the PERS DB plan - align with TRS

« All employers share the cost/income of the
Plan (benefits, administration, and investment)

> One uniform, less volatile, contribution rate
B ARMB supports concept - Resolution 2007-04
m AML supports concept
m Administration of plan simplified
m Introduced by the Governor A

25
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Project Finance Workshop

An Introduction to Project Finance

for Oil, Gas and Pipelines

April 25, 2007



Introduction

Outline

B What is Project Finance?

B Risk Allocation and Mitigation

B The Current Project Finance Market

B Building Blocks of a Typical Project Financing

B Project Finance for Qil, Gas and Pipelines



Introduction

R&mmsam KBIS®M. Sigs ELBBs « Msds

Introductory level

The problem of precedent

US$ Billions

Premature to

talk about

specific

financing for 12

ANGP
10
8
6
4
2
0

-0
>
=
=

92% of closed
projects in
Dealogic data
base have
financings of
under Sl billion

H

Largest previous
pipeline
financing:
Alliance Gas,
S2.6 billion of
debt

J

Largest previous

oil & gas financing:

Qatargas2 LNG
Complex, S6.5
billion of debt

cl

Largest previous ANGP
financing:

Taiwan High

Speed Rail Project,

36.7 billion of debt



Introduction
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Key Points

B Premature to discuss any specific ANGP financing
because project design and scope, identity of sponsors,
nature of commercial contracts, sponsor financing
objectives, rules for use of Federal guarantees, market
conditions at time of financing and other factors are all

unknown

B Can talk about main drivers of oil, gas and pipeline
financing generally, to assist understanding of how

development of ANGP might influence financing



Section

What is Project Finance?



1. What is Project Finance?

Equity Portion of

5998 Capital Costs

Product

Project or Buyers

Service

V)

Lenders ] Debt Portion of
$798 Capital Costs

A
Portion of Sales
Proceeds Used

S
$
$
$

to Repay Debt
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1. What Is Project Finance?

s saBMHBBBOHTfIBiSBinaHBBHRBBBBattat:]

B At one point virtually synonymous with power plant financing

B Today, project finance is not a single financial product,
but different products for different markets:

m e.g., airplanes, toll-roads, upstream oil, power plants -
all very different products, markets arid practices

Beware of generalizations



1. What is Project Finance?

mi missnmMMah Hsaesekaaahnitboakmhuf B

® What do these different “project finance” products and
markets have in common?

NOT corporate finance

B in corporate finance:

m The borrower is usually a diversified enterprise whose future net
cash flows can be difficult to predict

B The lender has full recourse to all present and future assets and
revenues of the borrowing group

B The structure and covenants of the major corporate finance debt
products are highly standardized



Section 1: What is Project Finance?

Instead, Project Finance is ...

B A tailored product

® A highly structured product

B A non-diversified credit

m Often “greenfield”

B A cash-flow-based credit

® Usually based on contractual commitments

m Limited recourse

B A tool whose purpose is sometimes risk-sharing and
risk-mitigation, as well as fund-raising



Section 1: What is Project Finance?

Project Finance is ...

m A tailored product

m Debt structure and terms crafted to reflect the risk and economic
profile of the specific project

B In contrast, most other financial products (e.g., high yield delt,
Investment grade bonds, private placement debt) have highly
standardized features and covenants

Evenin the most active parts of market, e.g. U.S.
private power, all attempts to standardize terms
and conditions have failed.



