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A D V ISO R Y  S E R V IC E S  

P lan  S p o n so r s  S e rv ic e  P a c k a g e

• Individual portfolio analysis, including tiered risk assessments
• In-depth analyses of specific portfolio companies
• Overview of developments in the field of global security risk at

the national, state and local levels
o Preparation of "watch lists" of higher risk portfolio companies
• Access to senlc; CSAG executives
• Briefings for senior staff and boards of directors
• Evaluation of asset manager performance on global security risk

A s se t M an ag e rs  S e rv ic e  P a c k a g e

• Individual portfolio analyses, including compliance considerations
• In-depth analyses of specific portfolio companies
• Guidance concerning communications with portfolio companies 

Pre-investment selection seiv ces
• Assistance in responding to olan sponsor or state legislative 

inquiries
• Access to senior CSAG executives
• Training-oriented work shops on global security risk assessment 

C o rp o ra te  S e rv ic e  P a c k a g e

• Analyses of downside corporate risks
o Preparation of corporate governance and communication 

strategies
• Industry peer risk evaluations
• Access to senior CSAG executives
• Conduct a work shop on global security risk
• Briefings for senior management and boards of directors
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Foundation  Serv ice Package
• Security-minded review of the foundation's portfolio
• Preparation of "watch lists" on higher risk portfolio companies
• Formulation of options for investment policy adjustment
• Assistance in communication with portfoli' companies on global 

security risk
• Access to senior CSAG executives
• Preparation of a report on developments in the field of global
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• Analyses of government and regulatory responses to global 
security risk
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• Access to CSAG executives
• Briefii.js for mid- and high-level officials

HOME | ABOUT US | PRODUCTS & SERVICES | GLOBAL SECURITY RISK | MEDIA | GLOBAL SECURITY RISK MONITOR

(c) 2004 Conflict Securities Advisory Group

http://www .conflictsecurities.com /products/ index.cfm ?fuseaction=services ? m n o 0 *

http://www.conflictsecurities.com/products/index.cfm?fuseaction=services


CM C onflict
Securities
*Jvtie//(Jroup

G l o b a l  S e c u r i t y  R i s k  M o n i t o r  
P r o d u c t  O v e r v i e w

This Overview is designed to help subscribers optimize their use of the Global Security  Risk Monitor 

(Monitor). The Introduction discusses the risx-related issues addressed in the Monitor and the 
professional research capabilities of Conflict Securities Advisory Group, Inc. (CSAG). The Research 

M ethodology outlines the product deliverables, reviews CSAG's research and verification process and 
summarizes the specific elements of individual company profiles.

I n t r o d u c t i o n

The Global Security Risk Monitor is a user-friendly online service that identifies and profiles some 450 
U.S. and foreign publicly traded companies with business ties to U.S. State Department-designated 
terrorist-sponsoring states or that have been publicly associated with the proliferation of weapons of 
mass destruction and ballistic missiles. The Monitor in designed to assist investors in identifying and 
evaluating "global security risk" associated with such business activities. Global security risk is 
defined as the risk to share value and corporate reputation stemming from a company's business 
activities in or with U.S. State Department-designated terrorist sponsoring states or links to I ie 
proliferation of weapons of mass destruction and ballistic miss'les.

In May 2J01, the U.S. Securities and Exchange Commission (SEC) determined, "The fact that a 
foreign company is doing material business with a country, government, or entity on [the U.S. 
Treasury Department's Office of Foreign Assets Control] sanctions list is, in the SEC staffs view, 
substantially likely to be significant to a reasonable investor’s decision about whether to invest in that 
company." Since that determination, investors nave primarily focused nn those companies with 
business activities In or with terrorist-sponsoring states. Conflict Securities Advisory Group, Inc. was 
furmed to provide independent, expert research In this new field of risk.

Pursuant to Congressional legislation, the SEC has since opened an Office of Global Security Risk to 
ensure that companies • nder its jurisdiction properly disclose material Information related to thdi 
activities in terrorist-sponsoring states. It should te  made clear that, as part of its mandate, the 
Office of Global Security Risk will not provide a list of companies operating in Sudan or other terrorist- 
sponsoring stares. SEC Deputy Director of Corporation Finance Shelley Parratt spoke to this matter in 
a etter *■" fhe Pennsylvania State Employees Retirement System in July 2004, stating "It would be 
inapp; jpriate for [the SEC] to publish a list of companies whose securities might be deemed to involve 
terrorist-related investment risk without publishing corresponding lists for every other possible type of 
investment risk."

The methodological differences between the SEC's process and an independent research provider such 
as CSAG helps explain why investors cannot reasonably expect the Office of Global Security Risk to 
provide the type of data included m the Monitor. Unlike the SEC, CSAG identifies publicly traded
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companies that have a ny type of business tie to terrorist-sponsoring states - no matter how large or 
small - thereby allowing the Investor to oifferentiata among such companies and assess the risk. 
CSAG takes this approach, l:i part, based on the fact that Investors concerned about the social 
relevance of holding companies with such business ties employ a different materiality threshold than 
the SEC.

SEC jurisdiction is relevant tc this matter as well. The Monitor identifier some 450 publicly traded 
companies that have business ties to ten nnct-sponsorlng states. Of those, the SEC only has 
jurisdiction over some 175 according to the SEC's List of Foreign Companies Reporting and Registering 
with the SEC. Were the SEC to determine that all of these companies had m aterial ties to terrorist- 
sponsoring states, Investors would still rave to await disclosure by the companies and sift through 
corporate filings to develop ar. irs«_ ,molete list o f  less than ha lf o f  those com panies covered by  the  

Monitc -.

R isk

Investors and corporations understand that company financials and share value can be affected by 
public perception of corporate activity and shareholder activism. For instance, in 1998, Nike Corp. 
suffered losses for the first time In more than a decade In the wake of allegations th a t1 e firm 
employed sweatshop labor in Asia. Industry experts also cite Talisman Energy of Canada as an 
example; the company experienced a "Sudan discount" to its share price for some three years due to 
divestment pressures arising from its operations in Sj^-an. Today, investors are increasingly under 
pressure to initiate corporate governance measures or divest ali together for humanitarian reasons 
from companies operating in Sudan and, !n some cases, any terrorist-sponsoring country.

While some investois choose to view companies profiled in the Monitor througn a "socially- 
responsible" lens, others recognize that corporate ties to these countries introduce financial risks Lj 
well. For example, sanctions or o^her policies directed against a government regarded as a state 
sponsor of terrorism cr violator of human rights can affect a firm s operations ar d performance, 
particularly if the firm in question has made significant investments in that country Other risk factors 
include negative publicity, luwsuits and the possible diversion by the terrorist-sponsoring government 
of sensitive equipment and technology tc non-civilian projects.

P r o f e s s io n a l  E x p e r t i s e

It is CSAG's view that when taking steps that can affect the fund performance, decision-makers 
benefit from data compiled -- and analysis provided — by a professional research staff that specializes 
in global security risk. This Is especfallv true given the dynamic nature of the information (i.e., 
companies are routinely developing or concluding business ties to terrorist-sponsoring states).

The Global Security R isk Monitor is designed to provide impartial, documented research that can be 
used by the investor In any way deemed appropriate (i.e., to assess risk, serve as a screen, inform 
corporate governance initiatives, etc.) The Monitor orovides extensive documentation and malysis
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that allows the invests to differentiate art ong companies based on the scope of their activities In 
these countries or the .ype of each firm's business tie. Iri the case of each company profiled, serious 
care Is given to ensu ing that the oata Is accurate, unbiased and Includes as much relevant 
information as av j  If ->le. The methodology underpinning the Monitor research process and Its updates 
is explained In f i e c  er detail below.

R e se a rch  M e t h o d o l o g y

CSAG’s approver to collecting and presenting Information In the Global Security Risk Monitor is based 
on two assumptions: first, that subscribe's will benefit from a distilled, summarized presentation of 
relevant Information with citations of specific -cf-rence materials; and second, that consistency In the 
procedures fo< compiling, validating and oresentlng Information on each company is essential fcr 
providing usatle data. The basic elements of the Monitor are as follows:

• Company Lists ano Company Profiles are updated quarterly, with real-time additions or 
modifications as new data becomes available. There are two different types of company 
profiles n luded in the Monitor. The Country Link profiles provide information about company 
operations in terrorist-sponsoring states; the Proliferation Link profiles summarize publicly 
available Ir/ormatlon that links companies to proliferation issues.

• Country Overviews, updated annually, provide detailed, security-related backgrouna 
informat on on each of the six countries covered in the product—Iran, Libya, North Korea, 
Sudan, Syria and Saddam Hussein's Iraq.

• Sectoral Analyses, updated annually, review five broad economic sectors from a security 
perspective. Those companies profiled whose activities fall into one of the sectors covered may 
have more pro. ounced risk associated with their links to the countries noted above. The 
sectors covered are energy, finance, manufacturing, metals/mlning, and telecommunications.

• Proliferation and Terrorism Overviews, updated annually, provide background Information 
on these security ssues.

• Search Functions, that allow tne user to sort companies by type of business tie, keyword, 
country of domicile and company name.

• Glossary of key terms.

C o m p a n y  Lists a n d  C o m p a n y  Profiles

CSAG consults numerous subscription databases and business intelligence sources to establish its 
database of companies operating in the countries tracked in the Monitor. CSAG also obtains 
information on business links to terrorist-sponsoring states through corporate filings, international 
newspapers, trade publications, magazines and directories. Whenever possible, CSAG relies on 
materials produced by companies themselves, including annual repoits, filings with the Securities and 
Exchange Commission and corporate websites.
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CSAG compiles information from these sources and then sends questionnaires to e of the parent 
companies profiled in the Monitor. Each questionnaire includes a draft profile of the company's ties to 
countries tracked In the Monitor and requests that the company verify or correct Its profile. CSAG 
continues to employ an active corporate communications process to ensure the accuracy of the data.

CSAG developed the list of companies with reported links to proliferation-related concerns by 
consulting various databases and U.S. government lists of companies that have been cited for 
activities related to proliferation concerns. Only companies for which CSAG could find credible, public 
reports of such links are included in the Proliferation Link profiles.

The Monitor is likewise subject to a multl-tlered update and verification process. CSAG employs a 
team of researchers tasked with updating the content of those companies profiled In the product and 
are continuously seeking to Identify U.S. and foreign publicly traded companies that establish a 
business tie to the countries tracked. When new entrants are identified, they undergo a thorough 
examination and research process, culminating with the corporate communication process described 
above. As part of the research process, CSAG has reviewed over 13,000 publicly traded companies 
worldwide.

References regarding the accuracy and utility of CSAG's products and services are available upon 
request.

C o u n t ry  Link

Country Link profiles assess companies that have business ties to terrorist-sponsoring states. Profiles 
are divided into several sections:

• The Company Description provides corporate contact information, website and stock 
identifiers (when available), as well as an overview of the firm.

• The Tie Matrix identifies the type of business tie each company has to each terrorist- 
sponsoring state in which it is active. Tie classifications include:

1. Equity Tie: Company or subsidiary has employees or facilities physically located In 
the country,

2. Non-Equity Tie: Company or subsidiary sells products or trv ices to the country, 
purchases goods or raw materials from the country, or hat distribution agreements 
with another party for the company's products in the country

3. Other Tie: Company ties that do not appear to meet the definition of either *n equity 
or non-equity tie. One example would be a company that sponsored a booth at a 
trade show in the country.

• The Overview of Operations details the company's operations or sales in countries tracked 
by the Monitor. This section may include information about company subsidiaries or affiliates,
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contracts, licensing, distribution or franchising agreements, and employees in terrorist- 
sponsoring states. Unless otherwise noted, company operations are assumed to be legal.

• The Revenue and Financials section provides data on the financial implications for the 
company and, when available, for the governments related to its operations in countries 
tracked by the Monitor.

• The Points of Interest section provides any Information of note that defies other 
categorization. Information in this section may include references to sanctions against the 
company related to Its operations In terrorist-sponsoring states, or corporate progran or 
publicity that merit note.

• The CSAG Security Analysis provides a brief global security risk assessment of each 
company’s operations In the countries tracked In the product. Risk assessments are based on 
the scope and type of the company's involvement In — or links to — each country. The 
company’s operations may be designated as having risk, risk compounded by the company's 
presence in more than one country or security-sensitive sector, no apparent risk or insufficient 
Information to determine the company's exposure to global security risk.

• The Company Response section provides company data in response to CSAG’s questionnaire 
and any comments ft may provide.

P r o l i f e r a t io n  L ink

The Monitor Identifies publicly traded firms that have been credibly linked to issues related to 
proliferation. Profiles provide a brief summary of the article and documentation. They also provide 
citations, when available, for additional articles linking the firm to proliferation-related concerns. 
Information tracked In this section includes news items related to fines for selling dual-use capable 
products without validated export licenses, U.S. federal investigations of possible illegal sales and the 
inclusion of the company on the U.S. Bureau of Export Administration's list of "foreign end users 
involved in proliferation activities."

C o u n try  O v e rv ie w s

The Country Overviews provide users an In-depth description of the political and security dimensions 
of each terrorist-sponsoring state. Included in each description are: 1) a brief history of the country's 
political situation over the past 30 years; 2) a summary of why the country has been identified by the 
U.S. State Department as a state-sponsor of terrorism; 3) an overview of U.S. government- 
documented concerns related to the country's development and proliferation of weapons of mass 
destruction and ballistic missiles; and 4) a brief description of U.S. foreign policy with regard to the 
country. The Country Overviews are designed to heip subscribers understand more fully these 
country-specific dynamics in their use of the research provided in the Global Security Risk Monitor.
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Sectoral Analyses

C.SAG assesses the security-related concerns specific to the energy, finance, manufacturing, 
metals/mlnlng and telecommunications sectors of each terrorist-sponsoring state. Analyses regarding 
prospective large-scale revenue flows to these governments that may be used In a discretionary 
manner as well as examples of projects, facilities and items that may Introduce "dual use” concerns 
(i.e., items that have both civilian and military applications) are Included in this section.

Companies whose activities in these countries are associated with these sectors may have more 
pronounced risk. To assist subscribers in understanding more completely the comoany profiles and 
the CSAG risk assessment, the Sectoral Analyses provide details regarding the role of these sec trs In 
the countries tracked by the Monitor and the potential security-related implications of sectoral 
activities. Please note Chat not all corporate activity in these countries is classifiable under the sectors 
covered in the Monitor.

T e r r o r ism  a n d  P ro l i f e r a t io n  O v e rv iew s

CSAG provides a brief summary of concerns related to terrorism and the proliferation of weapons of 
mass destruction and ballistic missile delivery systems. The Monitor provides a definition of these two 
issues, reviews international and U.S. institutions and agreements that seek to address terrorism and 
proliferation Information, including U.S. and international sanctions regimes and examples of 
corporate activity as it relates to these issues.

Client Feedback
CSAG is interested in your comments and suggestions. The Monitor Is the first database and research 
tcol of its kind, and we hope to increase its long-term utility with your input.

Staff
Research for the Global Security Risk Monitor is managed exclusively by CSAG. CSAG staff overseeing 
the product are Adam Pener and Andrew Davenport. Either can be reached at 202-223-8034.

Disclaimer
disclaim er: All com pany activities reported in the Monitor are assum ed  to be legal, unless o therw ise  

noted. The Monitor does no t m ake  any  value ju d g m en ts  concerning the presence and operations o f  

th o se  com panies or p resum e any wrongdoing on the / art o f  the com panies profiled.
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All com pany specific Information was culled from  publicly available sources or from  the com pany itself. 

All com panies profiled In the Monitor have been  pm v ld ed  their profile and an opportunity to  com m ent 

prior to publication. Com pany s ta tem en ts  or responses, when provided, have been  Included in the  
product.

The Monitor was prepared  for educational purposes, n o t to advocate any public policy position or to 

su g g es t any specific action or In vestm en t policy on th e  part o f  shareholders.

The Monitor is exclusively o ffered b y  Conflict Securities Advisory Group, Inc., a W ashington-based risk 

m a n a g em en t firm th a t provides specialized research and a sse ssm e n t services In the field o f  global 
security  risk. While CSAG exercised  due care in compiling information In this product, from tim e to  

tim e  errors m a y  occur. CSAG m a kes no warranty, express or implied, as to the accuracy, 

com ple teness or u sefu lness o f  this information, nor does if a ssu m e any liability with respect to the  

consequences o f  tn e  use  o f  this information. Changing circum stances m a y  cause the  information to be 
obsolete.
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R oger Robinson brings to CSAG twenty-five years of experience in 
identifying and aralyzing international security risks. He was formerly 

Senior Director of International Economic Affairs at the National Security 
Council and Executive Secretary of the Cabinet-levei Senior Inter- 
Governme.ital Group for International Economic Policy (SIG-IEP). Prior to his 
government service, Mr. Robinson was a Vice President In the International 
Department of the Chase Manhattan Bank with responsibilities for Eastern and 
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years, Mr. Robinson has served as President and CEO of RWR Inc., a 
Washington-based consulting firm. Over this period, RWR Inc. has advised 
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Mr. Robinson presently serves as Chairman of the Congresslonally-mandated 
U.S.-China Security Review Commission. He has frequently testified before 
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earned his MA in International Affairs from the Elliott School of the George 
Washington University and a BA from Duke University.
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Written Testimony of Adam M. Pener, Chief Operating Officer 
Conflict Securities Advisory Group, Inc. 

Submitted to the Alaska House State Affairs Committee 
February 27, 2006

Introduction
Thank you Mr. Chairman and Members o f  the Committee for this opportunity to submit written 
testim ony regarding Alaska House Con urrent Resolution 27. By way o f  background, I am C hief 
O perating O fficer o f  Conflict Securities Advisory Group, Inc. (CSAG). a W ashington, DC-based 
independent research provider that specializes in identifying and assessing U.S. and foreign publicly 
traded com panies that have business activities in or with Iran, North Korea, Sudan, Syria and Libya.

To my knowledge, C SA G ’s G loba l Security Risk M o n ito r (M onitor) online database o f public 
com panies with such business ties is the only one o f its kind. Our clients include the U.S. Securities 
and Exchange Commission (SEC), the Department o f  Defense and the Department o f  State as well 
as dozens o f asset management firms, mutual fund providers and universities. CSAG also provides 
products and services to prominent public pension systems including the New York City Employees 
Retirement Systems, the Missouri State Employees Retirement System and the Office o f Arizona 
State Treasurer David Petersen.

O ver the past year, investors and state legislatures have increasingly sought to restrict investment in 
com panies with business ties to Sudan and/or other terrorist-sponsoring states. As a for-profit, 
impartial research firm, CSAG neither supports nor opposes HCR 27. Likewise, >ur firm, as a 
m atter o f  corporate policy, does not take a position o r  how our data should be used by clients.

Rather, CSAG seeks to provide impartial infomiation that allows investors and their asset managers 
to conduct expanded due diligence in the area o f  global security risk.1 Recently, CSA G ’s research 
has also been employed by asset management firms to comply with new investment restrictions and 
by some firms that are offering “T enor-free” or "Sudan-free” products (i.e., mutual funds, indices 
or similar investment options that screen-out companies with business tics to Sudan or other 
terrorist-sponsoring states).

I have submitted to the Committee a detailed Product Overview that provides additional background 
on our firm and describes our research methodology and verification processes. More infomiation 
on CSAG as well as a “Free Trial” o f  our database can be found ai www.conflictsecurities.com.

Testimony Content
CSAG believes that its extensive experience in helping pension systems and asset management 
firms com ply with legislative requirements, investment mandates and corporate governance

1 CSAG was established following a determination by the SEC in May 2001 that corporate ties to U.S.-sanctioned 
countries, including U.S. Stale Department-designated terrorist-sponsoring states, can be material to .nvestors. This 
new risk category was termed “global security risk,” or the risk to a company’s share value and corporate reputation 
stemming from its business activities in or with terrorist-sponsoring states. The majority o 'CSAG’s clients use the data 
to identify portfolio companies that may be exposed to global security risk and to help assess such risks.

1
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initiatives will assist the Com m ittee in its deliberations with respect to HCR 27. At the request o f 
the Com m ittee, I am pleased to offer testim ony that will:

1. Address the iss je  o f  w hether data is available that would allow the Alaska Permanent Fund 
(APF) and Alaska State Pension Investmen* Board (ASPIB) to com ply with HCR 27;

2. Provide a cost estimate for implementation; and

3. Address the issue o f  “divestment costs” associated w uh liquidating the stock o f  companies 
with ties to Iran or Worth Korea.

Before continuing, I should note that C SA G ’s experiences in this field have produced results that 
differ from those foreshadowed by Ms. Achee during her testimony o f  February 23. I hope that Ms. 
Achce, the Com m ittee and the Alaska Permanent Fund will accept my apology if any o f  these 
differences were a result o f  my inability to articulate properly the capabilities o f  our firm and 
C SA G ’s pricing models during my call with her o f  W ednesday, February 21.

1.1st of Companies

In the event that APF and ASPIB are required to screen ou companies with business activities in 
Iran or North Korea, the question has been raised as to how the Funds could identify the relevant 
companies.

I respectfully disagree with A PF’s suggestion that the Federal Government via the SEC -  rather 
than private research firms -- should be looked to as a source to identify and publish a list o f  
com panies that have business ties to terrorist-sponsoring states. Both the SEC and die Treasury 
Department -  in public statem ents and in letters to public pension systems -- have made clear that 
the government cannot, and will not, provide a list o f  com panies that do business in terrorist- 
sponsoring states. There arc several reasons why the government has been firm on this matter.

Lega lity  o f  Operations

1 he USG can (and does) provide investors with a "do not buy" list o f  com panies that have engaged 
in illegal terrorism-related or sanctions-violating activity. The vast m ajority o f  companies with ties 
to Iran, North Korea and other terrcrist-sponsoring spates, however, maintain such operations legally 
(i.e., these com panies are not ill violation o f  U.S. sanctions and ^re not directly supporting 
terrorism). The USG has made clear that it will not provide a list o f  companies that lega lly  do 
business in terrorist-sponsoring states.

This is likely w hy U.S. Treasury Spokesman Taylor Griffon, in response to pension system requests 
for a governm ent-identified list o f  these companies, stated in an Associated Press article dated July 
8, 2003: “[Divesting from com panies with ties to terrorist-sponsoring states is] not a question o f  
regulation, but o f  policy, and we would leave that for the states to decide.” (See Attachment 1 )

G loba l Security Risk

W hile pension systems can legally invest in fhese companies, such investments can still introduce 
risk to the investor. In that connection, it is the job  o f  the federal government to ensure that 
com panies disclose via public filings all activities that could negatively affect shaiv. value.
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It is not the responsibility o f  the federal government, however, to provide a list o f  com panies thet 
could be risky investments. SEC Deputy Director Shelley Parratt said as much in a letter to Nick 
Maiale, Chairman o f the Pennsylvania State Em ployee’s Retirement Systen 'PSERS) dated July 
28, 2004 (see Attachment 2):

"It would be inappropriate for [the SECJ to publish a list of companies whose securities might be 
deemed to involve ten onsn-i elated investment risk without publishing corresponding lists for every 
other possible type of inv&slirenl risk.”

Values-Bascd Investing

Interestingly, HCR 27 speaks tn neither the legality o f  these investments nor the risk factors they 
involve. Rather, it reflects the view o f a growing number o f  individual investors and p* blic pension 
systems that a com pany’s willing to do business in terrorist sponsoring states runs counter to their 
personal values or beliefs, or those o f  their constituencies. This is com m only referred to as “values- 
bascd investing.” For example, investors routinely avoid in \esting  in com panies that promote 
tobacco, gambling, firearms or alcohol -  not because i t  is ille g a l o r risky to invest in such 
companies , but v .cause  the investor is seeking to align their personal values with their financial 
goals.

This “valu 's-based investing” issue lies at the heart o f  HCR 27. Apparently, some state legislators 
believe that Alaskans simply do not want to invest in companies with business tics to Iran or North 
Korea.

It is important to note that this position is perfectly within the rights o f the investor or, in this case, 
the slate o f  Alaska. In no case, however, will the USG tell an investor whether or not to 
establish such “values-based” investment restrictions or provide a list of such companies. In
fact, Ms. Parratt goes on to say in the aforementioned letter: “ It would also be inappropriate for [the 
SEC] to engage in any activity that might be construed as providing investment advice.”

As Mr. Griffen and Ms. Parratt make clear, it is not possible for the government to provide a list o f  
companies that have legal ties to terrorist-sponsoring states. The USG is likewise restricted from 
providing a list o f  companies that may be exposed to global security risk. This might help explain 
why the SEC looks, in large part, to CSAG to make these identifications through a subscription to 
our M o n ito r  product.

A va ila b ility  o j "D ivestm ent L is ts "

Finally, the APF has correctly pointed out that companies such as CSAG do not promote the use o f 
their data as a “divestment list.” This is due to the fact that our database is designed to be a 
com prehensive research tool that includes infomiation on a variety o f  corporate ties to Iran and 
North Korea. Whether the specific business activ ities o f  co< panies in  te rroris t-sponsoring  states 
meet A la ska ‘s threshold f o r  disinvestment should be up to the State and its Funds to determine, not 
CSAG o r the fe d e ra l government.

Accordingly, subscribers are welcome to interpret CSA G ’s data in a..y way they deem indicated -  
including to develop screens or implement a divestment policy.
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Cost of Data

Naturaliy, there would be modest costs involved should APF and ASPIB decin.j to identify or 
screen out com panies that do business in Iran and North Korea.

• A standard subscription to C SA G ’s full M o n ito r database and research is $ 15,000 per year. 
This option is wi J y  used by clients who wish to access our com prehensive data on the 
activities > f  publicly traded companies in Iran, North Kcrca, Sudan, SjTia and Libya.

■ If the Com m ittee (or APF and ASPIB) wanted to determine how many APF and ASPIB 
holdings would be affected by the HCR 27 restrictions, CSAG could provide a 
“Certification Report,” including sample company profiles, tor S3,500.

HCR 27 Implementation

In the event that APF and ASPIB establish investment restrictions on com panies with business tics 
to Iran and/or North Korea, implementation could be approached in several ways. For example, the 
Funds could allow their asset managers to comply independently with state law by purchasing their 
choice o f  reseaun  products -  which is the process being employed by Illinois.

Based on our understanding o f  the concerns raised by APF and ASPIB regarding how an Iran and 
North Korea screen would be configured, CSAG believes a more "top-dow n” approach o f  the type 
described below might yield a higher level o f  uniformity in the data used by asset managers.

Specifically, CSAG could work with APF and ASPIB to configure a custom screen for Iran- and 
North Korea-linked companies that would involve the formulation and m aintenance o f  a "do not 
buy” list based on C SA G ’s research. This single, statewide list would then be available to asset 
managers for the consistent application o f  state law. For example:

• The Funds would review C SA G ’s data and establish a “do not buy” list o f  companies that 
meets A laska’s specifications. (Please note that such a list could exclude companies that, 
for example, only have humanitarian ties to these countries.)

• Determine an agreed, discounted price point for CSAG to provide the Alaska custom screen 
to all APF and ASPIB asset managers, including regular updates o f  the list.

■ Managers that are already subscribers to CSA O ’s M o n ito r product would be able to employ 
the Alaska screen at no cost.

■ The Alaska Funds w'ould have access to the custom screen at no cost to assist the process o f 
overseeing their managers.

W hile I cannot provide a firm price point for such a custom screen at this time, I am confident that 
CSAG would be able to execute this proposed process for substantially less than the APF-estimated 
price-tag o f  between $207,000 and $585,000 annual!;.

Specifically, I would estimate that CSA G ’s custom screen proposal for A laska would be priced 
between $2,000-$3,000 annually, per manager. The exact price point would depend on the number 
o f  asset management firms that would require ongoing access to the cusiom screen.
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Accordingly, I would anticipate the entire set o f  deliverables described in this implementation 
scenario to cost A laska’s asset managers cum ulative ly less than $100,000  per year. In the event that 
A laska’s asset managers were required to implement a screen, the cost estimates I have provided 
would likely represent less than one quarter o f  one percent o f  the A PF’s FY06 budget for asset 
managers (i.e., based on A PF’s estimates, asset managers will collectively receive $46.6 million 
from Alaska in 2006. while requiring a budget o f  less than $100,000 to com ply with HCR 27).

Finally, the APF stated in its testim ony that the costs associated with this type o f  screen will be 
passed back from the asset m anager to the pension funds. Again, this has not been our experience. 
For example, in the case o f  S u d 'n  divestment legislation in Oregon and Illinois, it was stipulated 
that the costs o f  seuing up scree were to be borne by the asset manager. In working with Illinois 
asset managers. I have received no ndication that these firms planned tc charge their pension 
system clients for minor expenses incurred in establishing a Sudan screen.

The Performance Costs of Divestment

On Sunday, February 19, the New Yon. Times ran an article on the Illinois divestment legislation 
(see Attachment 3). Despite the fact that the legislation affects some 10 public pension systems 
with more than S I20 billion in assets under management -  as well as over 150 asset managers 
ranging in size from small, local firms to some o f  the biggest names in the business -  the Times 
article made no mention o f  any financial losses incurred by Illinois pension systems as a result o f  
this policy.

Practical experience also casts doubt with respect to anticipated losses stem ming from divestment o f  
a relatively small number o f  companies. Specifically, C SA G ’s data is licensed by The Roosevelt 
Investment Group (Roosevelt), a New York-based asset management firm. Roosevelt uses C SA G ’s 
database to exclude from o f  its Bull Moose Growth Fund all companies identified by CSAG as 
having business ties to any terrorist-sponsoring states. Not only has Roosevelt been able to avoid 
“divestment losses" since em ploying its screen, but it has outperformed the S&P 500 by a 
substa.fial margin.

Oregon li kewise does not expect to lose money in employing a Sudan screen for its public funds. 
According ‘o a recent SociaIfunds.com article (see Attachment 4),

‘O re g o n  la w  g o e s  a  s te p  f u r th e r  th a n  I l lin o is  la w , r e q u i r in g  in s t i tu t io n a l  in v e s to r s ' a s s e t  m a n a g e r s  to  

p r e v e n t  n e g a t iv e  f in a n c ia l  im p a c ts  o n  th e  p o r t fo l io  w h e n  d iv e s t in g . ‘W h a t I 'm  h e a r in g  f ro m  [a s s e t  

m a n a g e m e n t  f i rm s ] ,  th o u g h ,  is  th a t  th is  is n o t v e ry  d i f f ic u l t  - t h e y 'v e  b e e n  a b l e  t o  r e p o s i t i o n  t h e i r  

p o r t fo l io s  w i th o u t  a  lo t o f  a d v e r s e  im p a c t , ’ M s . Iv y  [ o f  In s t i tu t io n a l  S h a r e h o ld e r  S e rv ic e s ]  
c o n c lu d e d ."

Naturally, there may be performance or transitional losses associated with disinvestments from 
companies with business activities in Iran or North Korea. However, practical experiences in 
Illinois, O tegon and elsewhere suggest that it is highly unlikely that Alaska would lose between $19 
and $39 million -  as predicted in A PF’s testimony -  were they to implement this type o f  screen.
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Conclusion

In closing, I would note that A laska is not alone in considering this issue. In addition to three states 
that have already enacted legislation that establishes investment restrictions on companies with 
business activities in Sudan, published reports indicate that as m at., as five states are expected to 
introduce divestm ent legislation this spring targeting com panies that do business in any terrorist- 
sponsoring state.

Should Alaska choose to restrict APF and ASPIB from investing in companies with tics to Iran and 
North Korea, it is m y view that CSAG could help the Funds develop and implement such a screen 
on a cost-effective and relatively non-disruptive basis.

I would be pleased to discuss this m atter further with the Committee and/or A laska’s Funds. Also, I 
would recommend that the Com m ittee look to the following experts and public officials for 
additional information on those matters raised in my testimony:

1. New York City Comptroller William Thompson: Comptroller Thompson can be reached 
via Pat Doherty, 212-669-2651 or pdoheit@ comptroller.nvc.gov.

2. Missouri Treasurer Sarah Steelman: Treasurer Steelman can be reached through Mark 
Mathers (see below).

3. Nell Minow: Expert on Corporate Governance and President o f  The Corporate Library, 
nm inow@ thecorporatelibrarv.com.

4. Mark Mathers: Director o f  Investments for the S! .te o f  Missouri and Board Member for 
the M issouri Investment Trust, 573-751-8530 or Mark.M athers@ treasnrer.mo.gov.

5. Steven Schoenfcld*k: C hief Investment Strategist for Quantitative Investments for 
Northern Trust, (212) 339-7102 or ssl46@ ntrs.com .

0. Tony Malaj: C hief o f  S taff for Arizona Treasurer David Petersen, 602-604-7809 or 
tonvm @ treasurv.state.az.us.

** As noted in the attached New York Times article, Mr. Schoenfcld is responsible for implementing 
six “Sudan Free” indices for Northern Trust that already have over S8 billion in assets under 
management -  mainly from Illinois pension systems that are required to divest from companies 
operating in Sudan. CSAG has spoken with Mr. Schoenfeld and received no indication that 
Northern T rust’s “Sudan-Free” indices are experiencing sub-standard performance.

Mr. Schoenfeld is one o f  the country’s leading thinkers on indexed ninds and should be able to shed 
additional light on v'hether divestment and/or the development o f  “ Iran- and North Korea-Free" 

indices would have the negative financial impact predicted by the APF in its testimony.
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Pa. to Explore W hether It Investr. in T erro r 

By M arc Levy
The Associated Press State &  L o ca l W ire

Harrisburg, PA 
July 8, 2003

With lawmakers worried that som e state assets might indirectly be financing terrorism, 
legislative staffers plan to explore a contract with a W ashington, D.C., firm that identifies 
publicly held com panies that have business with countries identified by the federal 
government as sponsors o f  terrorism.

Ultimately, the staff o f  the Legislative Budget and Finance Com m ittee hopes to compare 
the state's investments - including approxim ately $70 billion invested by Pennsylvania's 
treasury and the two largest public pension systems - with the firm's database and present 
the findings to the General Assembly.

The effort comes despite the misgivings o f  state Treasurer Barbara Hafer, who maintains 
that the federal government is best equipped to offer such guidance.

Neither the Securities and Exchange Comm ission nor the U.S. Treasury, however, is 
prepared to do so, spokesmen said.

"It's not a question o f  regulation, but o f  policy, and we would leave that for states to 
decide," U.S. Treasury spokesman Taylor Griffin said. And as long as companies 
disclose to shareholders activities that could affect their financial health, the SEC is 
satisfied, said spokesman Herb Perone.

It's not clear what the Gen7' al Assembly would do with the information.

In iate 2001, the House passed a bill to bar state assets from being invested in any 
corporation that does business in countries identified by the United States as sponsors o f  
terrorism. The bill died in the Senate.

Still, Pennsylvania is not alone in its introspection. State treasurers in A rizona and 
Nebraska are pushing for a sim ilar review o f  their state's assets.

In Pennsylvania, a House resolution that passed unanimously M ay 7 directed the review, 
saying corporations could help fuel terroris* sponsoring countries and such a connection 
could also threaten the value o f  an investment in those corporations.

Last week, the Legislative Budget and Finance Committee, which serves both chambers



o f  the Legislature, authorized its staff io look into a contract with Conflict Securities 
Advisory Group. The firm is believed to be the only one with a database o f  companies 
that do business with countries - Iran, Iraq, Libya, North Korea, Sudan, and Syria - 
identi ied by the U.S. State Department as state sponsors o f  terrorism that have weapons 
o f  mass destruction programs.

American companies arc barred by federal iaw from doing business with or in those 
countries, but their foreign subsidiaries can be exempt in some cases, and foreign 
companies are not subject to the U.S. laws.

Conflict Securities Advisory Group drew up the database with the investor Responsibility 
Research Center, a for-profit firm also based in Washington. The database identifies 
about 375 firms - about 35 o f  which are American - that have business dealings in or v/itfr 
the sanctioned countries, said Adam Pener, 'he ch ief operating officer for Conflict 
Securities.

Those companies include such large and widely irac d firms as Exxon Mobil Corp., 
General Electric Co., ChevronTexaco Corp., and Hah burton Co., according to the 
research center.

Pener noted that some o f  the companies on >‘he list sell consum er goods and have a 
relatively small amount o f  money invested, while other companies m ay have large-scale 
projects that introduce "dual-use technologies" that send millions o f  dollars to those 
governments.

Iraq is still on the list, although most sanctions against the country ha'/e been dropped 
since American-led forces ousted Iraqi President Saddam Hussein.
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How States Are Aim ing to Keep Dollars Out o f Sudan

By Cerla Fried 
The New York Tunes

February 19,2006

THE latest American initiatives to put pressure on the government o f  Sudan are centered 
many thousands o f  m iles away from its cap ital, Khartoum. A handful o f  state legislatures 
in the United States have passed laws that bar their public pension funds from investing 
in com panies with tits  to Sudan, which das been accused o f  extensive human rights 
abuses in a long-running civil war.

The United States State Depaitment has also ir.beled Sudan a state sponsor o f  terrorism.

W hile a 1997 executive order by President Bili Clinton bars American companies ft >m 
conducting business in Sudan —  except for a few technical exceptions, like a 
humanitarian mission —  foreign businesses do not fall under that restriction. But in this 
age o f  global asset allocation, it is not uncommon for investors in the United States to 
have a link to Sudan through loreign stock holdings. Such foreign holdings would be the 
most affected by the recent state legislation.

The New Jersey Legislature passed a law in August that requires its public pension funds 
to divest itse lf o f  holdings in businesses that have equity stakes, including investments, 
facilities o r employees, in Sudan. A similar law went into effect in Illinois last mornh, 
requiring its pension funds to be fully divested o f any company with a Sudan tie by July. 
Oregon has also passed such a law for its public ii vestment fluids, while Louisiana has 
aj. .roved legislation that permits, but does not require, its public funds to shed 
investments linked to Sudan.

In December, the biggest public pension hammer, the California Public Employees 
Retirement Plan, or Calpers, took am: at three companies in which it has invested. The 
Calpers board voted 9 to 2 to call for the co» ^anies, ABB, Alcatel and Siemens, to cease 
business operations in Sudan.

A Calpers spokesman said that "our board believes that an engagement process with the 
companies is the best avenue if  we are going to effect some change." Last week, Calpers 
reported that the three com panies would not sever their Sudan ties; Calpers is considering 
its next step.

Phil A rgelidcs, the California state treasurer and a Calpers board member, says he is 
prepared to pursue divestment i f  those companies do not pull out o f  Sudan. "The U.S.



government has to 'd  Americans to have no business in Sudan," he said, "so w hy should 
California invest in com panies that are supporting the regime?"

Spokesmen for the three com panies say diat leaving Sudan would do m ^re harm than 
good. Ron Popper, a spokesm an for ABB, for exam ple, said the com pai., nad sought 
com ment from many individuals and organizations within Sudan. "We have unanimously 
heard one message: do not withdraw because the country needs international investment," 
Mr. Popper said.

The states have left it to their money managers to figure out who belongs on the 
divestment list. M oney m anagers have relied on private research firms that scour publicly 
available docum ents, trade journals and news accounts, and that conduct independent 
research to compile databases o f  companies involved in Sudan. A m ong the firms 
providing this research are KLD Research and Analytics, Institutional Shareholder 
Seivices and the Conflict Securities Advisory Group.

For exam ple, KLD started lis Sudan Compliance Service last N o/em ber. Noel Friedman, 
m anaging director o f  KLD, said that 124 companies w eie current ly cn  its Sudan list, 
including eight American businesses that he declined to name.

The lists, however, are far from definitive. Some com panies that appear on them declare 
that they do no business in Sudan, and for at least one, 3M, the involvement was 
described by the company as aiding the United Nations. A spokesman at 3M said the 
United Nations bought 3M 's Scotchshield Ultra Safety and Security Film, used to protect 
windows.

Steven Schoenfeld, ch ief investment strategist for quantitative investments at Northern 
Trust, is responsible for determ ining the companies his firm will exclude from the six 
"Sudan free" index funds it has started for institutional clients, including the State o f 
Illinois. More than $8 billion o f  Illinois pension money has already moved into the six 
portfolios.

Mr. Schoenfeld's goal is to track closely the perform ance o f  traditional indexes even aft- ; 
he has removed stocks with ties to Sudan. He says his fund that tracks the M SCI EAFE 
index, a popular benchm ark for developed countries across Europe and Asia, as well as 
Aus, alia, wili pose his biggest challenge. He said that more than 25 companies, 
representing m ore than 9 percent o f  the index's market capitalization, could be booted 
from the fund.

Among the big names that could be dropped from the portfolio are Royai Dutch Shell, 
which represents m ere than 2 percent o f the EAFE index; Total, die French energy giant, 
about 1.5 percent; Toyota, about i percent; and Siem ens o f  Germany and Ericsson o f  
Sw eder, both about 0.5 percent.

The six Northern Trust funds are to complete Sudan divestm ent by the summer.



W hile Sudan has been in a  two-dec tdes-iong civil war that iias claimed thousands o flivcs 
through fighting and famine, the state initiatives picked up m om entum  after Colin L. 
Powell, then the secretary o f  state, said in late 2004 that the United States viewed 
violence in the Darfur region o f  western Sudan as genocide.

Agreement over the gravity o f  the situation in Sudan has not meant a united push for 
divestiture. It stalled in the Arizona Legislature and didn't get far in M aryland. William 
C. Thom pson, the New York City comptroller, has identified 24 stocks in the city 
pension system's holdings in which the parent com pany has some operations in Sudan. A 
spokesman for Mr. Thom pson said his preferred course —  echoing the stance >f Calpers 
and others —  was discussion with those companies, not d vestment.

Mutual Ands that call themsalves socially responsible routinely screen out compar ies 
that they regard as having poor records on humanitarian issues and thus have generally 
avoided investing in com panies with Sudan ties. But Julie Gorte, director o f  social 
research at Calvert Investments, which specializes in socially responsible funds, says she 
can still appreciate the com plexity o f  the issue.

"You have to ask ycurself what your goal is with divestment." she said. "W hat's there if  
the government falls9 Is there a government there that will take over and be better? If  the 
com panies that pull out provide money, goods and services, is there an understanding that 
will make the people poorer in the short run?"

Before the states' recent push, there were other moves to exert pressure. In 2002,
Talisman Energy o f  Canada decided to end its Sudan investment after American investors 
steeply discounted its stock. In 2000, many college endowments and public pension 
funds, including Calpers, did not participate in the initial public offering o f  PetroChina, a 
subsidiary o f  the China National Petroleum Company, because o f  PetroChina's 
involvement in oil extraction from Sudan.

THE nation's largest mutual fund companies have remained on the sidelines so far. A 
spokesman for Vanguard said it was "taking an 'analyze and see' approach before making 
any broad policy changes to either our internally or externally managed funds," while a 
spokesman for Fidelity said the Sudan issue was not currently a concern.

The $9 million Bull M oose Growth fund, which calls itself a "terror free" fund, is an 
exception. The investment manager relies on a database, maintained by the Conflict 
Securities Advisory Group, that tracks public companies witn business ties to countries 
designated as state sponsors o f  terrorism; about 450 companies are listed in Conflict 
Securities' global security risk monitor, including about 120 with ties to Sudan. The 
fund's gain o f  12.8 percent in 2005 was more than double that o f  the Standard & Poor's 
500-stock index.
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Nick Mai ale, Chairman 
Conunonwerlth o f Pennsylvania 
State Employees’ Retirement System 
30 North Third Strect 
P.O . Boit 1147 
Harrisburg, PA 1 7 1 ^ 1 * 4 7
Dee. Mr. Maiale:

Thank you for your Juna 29th letter to Chairman Donaldson regarding your 
interest hi the work o f  oar new Office o f  Global Security Risk. In your letter, you 
cxpictff ovoid investing the pension assets under your ooutrol in companies

or indirectly support terrorism. You indicate that you 
would to publiah •  list o t companies whoso securities involve invsgtment ■
risk arising from forrarfst-supportiug activity by the companies or their affiliates and • 
indicato that our doing so would provide a valuable service to your ftind and many other 
public pension funds.

We certainly can appreciate your dear? to invest in a manner that wiil both 
mim..uzc the .'nvestment risk to your penslor a s  and promote our nation’s security 

'interests, W e sham your concern that American investors not unwittingly finance • 
corporate operatiaLS they would deem to bo corurwy to our national interest. For this 
reason, the review staff o f  the Divistej1 o f Corporation Finance makes every effort to <... 
ensure that the documents companies .do with this agency include foil disclosure o f all ' ' •'»
material infomiation regarding toxroriam-rclnfod and other global security riak^ated 'l ';ty. ^
Issues. Ihe new Office o f Global Security Risk will work closely with the review staff to (\ /  ^ ^  i* 
make sure that ouz front-lihf'revieweni are apprised o f  all significant developments in *') V -1 **' 
this area, and that we maintain the highest standard o f  review in considering these issues.
Our mission, and our commitment, is to ensure foal the investing public has all the 
information about public companies that a reasonable investor would consider important 
in deciding whether to buy or sell securities.

In light o f the public trust we hold, it is cmoial to the successful execution o f our 
mission that we not engage in any activity that might give the appearance o f bias or 
partiality in the performance o f our duties. It would be inappropriate for us to publish a 
list o f companies whose securities might bo deemed, to involve terrorism-related 
investment risk without publishing corresponding lists for every other possible type o f 
investment risk. It alsd would b? inappropriate for us to engage in any activity that might 
be construed as providing investment advice. In our view, a for more workable approach,
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eveaiq these times o f  heightened odaoorn about tetroriem-nclstsd and other global 
wcurfty-retatod investment risk, is lo t the staff to ooodnue to pursue the best (tisolosars 
possible, so that the puLlioiy svailable documents on fils with this agency will give 

■ pension food managers and other investors ready aocew to all o f the information tbay 
need about any publlo company to make a fully Informed investment decision.

I  hope this information is helpftil to you. I  very much appreciate your letting us 
know your views. As w© go forward in addressing global security risk related issues, it is 
belpftii to hear from all interested persons 10 dud we oan biwt ftilflU our tuioaicn o f 
investor protection.
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KLD and ISS Offer Research Tools for Divesting from Sudanese Genocide and 
Terrorism

by Bill Baue 
SocialFuods.com 
February 7, 2006
The KLD tool focuses narrowly on the Illinois law mandating divestment from companies doing 
business with the Sudan; the ISS tool focuses beyond divestment and on other state sponsors o f  
terrorism.

SocialFunds.com -- Late last month, Illinois Senate Bill 23 entered into force as the "Act to End 
A trocities and Terrorism in the Sudan." The Act requires Illinois state pension funus to divest from 
com panies doing business with the Sudan, which has been identified by the US State Department as 
a perpetrator o f  genocide and a state sponsor o f  terrorism.

Illinois is joined by five other states (Arizona, California, Louisiana, New Jersey, and Oregon) 
using public pension investments to influence global human rights abuses in Sudan and elsewhere. 
W ith five more states (New York, Maryland, North Carolina, Texas, and Vermont) headed in the 
same direction, the need for research on companies with ties to rogue countries such as the Sudan 
has suddenly arisen.

KLD Research & Analytics and Institutional Shareholder Services (ISS) have stepped up to fill this 
need. In fact, KLD had already developed a tool for assessing com pany involvement in the Sudan 
when it received a request for proposal (RFP) from the Associated Illinois Pension Systems, 
according to Randy O'Neil, KLD's managing director o f  global sales.

"They wanted to identify a single list o f  companies operating in the Sudan so that all their managers 
would be on the same page instead o f  one manager using one list and another m anage' using 
another list and having to figure out which list is more accurate," Mr. O'Neil told SocialFunds.com. 
"W e went out to Chicago to present to the pension boards, and less than a day later they came back 
to us with a positive response."

The KLD Sudan Compliance Service draws on the traditional socially responsible investing (SRI) 
practice o f  exclusionary screening based on ethical criteria.

"A com pany is either in Sudan or it isn't: determining that is our job," said Peter Kinder, founding 
president o f  KLD. "O f course, the root cause o f  the screen is ethical: the Darfur and Southern Sudan 
genocides."

It also hearkens b^ck to the 1980s and '90s when SRI staked its moral claims and proved the 
efficacy o f  its strategies by spearheading the campaign to divest from companies doing business in 
apartheid South Africa, which Nelson M andela credited with helping topple apartheid.
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"The vast majority o f  clients are using this product strictly for divestm ent purposes in response to 
the recent law passed in Illinois, but we also have some clients that are using our tool to try to 
understand better what is the best strategy for addressing the gross human rights violations going on 
in the Sudan," said Mr. O'Neil.

W hile the Illinois statute that the KLD tool is tailored to stipulates divestment, other states' 
directives include divestment as one potential response but prioritize com prehensive reporting on 
corporate involvement in the Sudan as well as other state sponsors o f  terrorism. ISS designed its 
com pliance tool accordingly.

"It's not ju st a Sudan issue-tw o  o f  these states, Arizona and Louisiana, also cover the other 
countries with State D epartm ent sanctions for sponsoring terrorism," said Nahla Ivy director o f 
environmental and social analytics at ISS. "Our net is cast wide in terms o f  trying to find out what 
the nature o f  any company ties are to these countries, which include Libya, Syria, Cuba, Iran, and 
N orth Korea."

ISS, which initiated its "sanction/terrorism" research stream in 2001, defines two levels o f  company 
involvem ent in these countries. The first level, labeled an "equity tie," applies to more direct 
involvement such as on-the-ground facilities and employees.

"If you're operating there, w hether or not you're contracting directly with the government, you're 
providing revenues to the government, which then enhances civil unrest or even genocide," Ms. Ivy 
told SocialFunds.com.

The second level, called a "non-equity tie," applies to .ess direct involvement, such as distributing 
products or services through a third party or foreign subsidiary. And ISS research delves even 
deeper than this second level.

"If com panies are distributing humanitarian products or services to a country, we separate that out 
to call attention to the fact that they are benefiting people in the region," Ms. Ivy told 
SocialFunds.com. "Illinois has an exclusion for companies doing only humanitarian activity, but if  
they are also doing a revenue generating activity, then those companies would appear on Illinois’ 
iorbidden entity list."

Oregon law goes a step further than Illinois law, requiring institutional investors' asset managers to 
prevent negative financial impacts on the portfolio when divesting.

"W hat I'm hearing from them, though, is that this is not very d ifficu lt-they ’ve been able to 
reposition their portfolios without a lot o f  adverse impact," Ms. Ivy concluded.
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M i s s i o n  o f  t h e  C e n t e r  f o r  S e c u r i t y  P o l i c y

To promote world peace through American strength.

Through the years, the Center for Security Policy has 
helped ensure a vigorous national security debate and, In 
so doing, has strengthened our national security, with 
energy, persistence and patriotism. ’

- Secretary o f Defense Donald Rumsfeld
4 March 2001

T he C e n te r  for S ecu rity  Policy h a s ,  s in ce  Its founding  In 1988 , o p e ra te d  
a s  a  n o n -p ro fit, n o n -p a r tis a n  o rg a n iz a tio n  c o m m itte d  to  th e  t im e - te s te d  
ph ilo so p h y  o f p o m o tln g  In te rn a tio n a l p e a c e  th ro u g h  A m erican  s t r e n g th .  
I t  a cco m p lish e s  th is  goal by s tim u la tin g  a n d  Inform ing n a tio n a l a n d  
in te rn a tio n a l policy d e b a te s ,  in p a r tic u la r , th o s e  Involving re g io n ’  
d e fe n s e , e co n o m ic , financial a n d  te c h n o lo g y  d e v e lo p m e n ts  th a t  u ear 
u p o n  th e  se c u r ity  o f  th e  U nited  S ta te s .

T he C e n te r  sp ec ia lizes  In th e  rap id  p re p a ra tio n  a n d  re a l- t im e  
d is se m in a tio n  o f  in fo rm a tio n , a n a ly s e s  a n d  policy re c o m m e n d a tio n s  via 
e -m a il d is tr ib u tio n ; co m p u te riz ed  fax ; Its exciting , re d e s ig n e d  W eb s ite ; 
p u b lish ed  a rtic le s ; en o  th e  e lec tro n ic  m ed ia . T he principal a u d ie n c e  for 
su c h  m a te ria ls  Is th e  U .5 . se cu rity  p o licy -m ak ing  co m m u n ity  ( th e  
e x e c u tiv e  a n d  legisla tive b ra n c h e s , th e  a rm e d  fo rce s  an d  a p p ro p r ia te  
in d e p e n d e n t a g e n c ie s ) , to r re sp o n d ln g  o rg a n iz a tio n s  In key  fo re ign  
g o v e rn m e n ts , th e  p re s s  (d o m e s tic  an d  In te rn a tio n a l) , th e  g lobal b u s in e s s  
a n d  financial co m m u n ity  an d  In te re s te d  Ind iv iduals In th e  public a t  la rge .

T he C e n te r  Is a id e d  Im m easu rab ly  In th e  p e rfo rm a n c e  of Its m ission  
th a n k s  to  th e  a c tiv e  partic ip a tio n  o f  a s iz e a b le  n e tw o rk  of p a s t  a n d  
p re s e n t,  civilian a n d  m ilitary  s e c u r ity  policy p ra c titio n e rs . By d raw in g  on 
th e  e x p e rie n c e , Ju d g m e n t a n d  In s ig h ts  o f th e s e  acco m p lish ed  Ind iv iduals, 
th e  C e n te r  is ab le  to  rr  .x im ize th e  q u a lity  o f Its In p u ts  Into th e  po licy ­
m ak ing  p ro c e s s . T his s tru c tu re  a lso  p e rm its  th e  C e n te r  to  o p e ra te  w ith 
a n  e x tre m e ly  sm all co re  s ta ff  an d  g re a t  c o s t-c ffe c tlv e n e ss .
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Chairman of the Board 
J a m e s  T . d e G r a f f e n r e id  Chairman A President, HP Associates

Directors
H o n . M .D .B . C a r l i s l e  Former Assistant Secretary of Defense for Legislative

Affairs,
and former Chief o f Staff to Senator Thad Cochran

T e r r y  E lk e s  Principal 8 Co-Owner, Apollo Partners, LLC

F r a n k  J .  G a f fn e y ,  J r .  President, Center for Security Policy

L t. C o l. M a rlin  L. H e f tl ,  USMC (Ret.) Vice President, Van Scoyoc Associates

D r. C h a r le s  M. K u p p e r m a n  Vice President, Strategic Integration &
Operations,

Missile Defense Systems, The Boeing Company

H o n . D o m in ic  J .  M o n e t ta  President, Resource Alternatives, Inc.

D a v id  P . S t c l n m a n n  Managing Director, American Securities, L.P.

A lle n  M. T a y lo r ,  Esq. Chairman Emeritus, Lynde and Harry Bradley
Foundation

\ B io g rap h y  o f  F ran k  J. 
G affney
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T h e  P e o p l e  a t  t h e  C e n t e r

s u f f

F r a n k  J .  G a f fn e y ,  J r . ,  P r e s i d e n t .  Mr. G affney  fo rm erly  a c te d  a s  th e  
A ss is ta n t S e c re ta ry  o f D efen se  fo r In te rn a tio n a l S ecu rity  Policy d u ring  
th e  R eag an  A dm in istra tion , fo 'low lng fo u r y e a rs  o f  s e rv ic e  a s  th e  D epu ty  
A ss is ta n t S e c re ta ry  of D efen se  fc r N uclear F orces an d  A rm s C ontro l 
Policy. P rev iously , h e  w as  a p ro fess io n a l s ta f f  m e m b e r  on  th e  S e n a te  
A rm ed  S e rv ic e s  C o m m ittee  u n d e r  th e  ch a irm a n sh ip  of th e  la te  S e n a to r  
Jo h n  T ow er, a n d  a n a tio n a l se c u r ity  leg isla tive  a id e  to  th e  la te  S e n a to r  
H enry  M. Ja c k so n .

M ic h a e l R e il ly , V ice  P r e s i d e n t  f o r  O p e r a t i o n s  Mr. Reilly Is e n g a g e d  In 
th e  C e n te r 's  lo n g - te rm  s t ra te g ic  p lann ing  a n d  m a n a g e s  Its d a y - to -d a y  
o p e ra tio n s  a n d  s ta ff. He a rr iv ed  a t  th e  C e n te r  follow ing se rv ice  a s  a 
M ajor In th e  U nited  S ta te s  M arine C orps. W hile a  M arine, Mr. Reilly held 
fe llow sh ip s w ith  th e  C e n te r  an d  w ith  th e  office o f C o n g re ssm a n  Je rry  
Lewis. He Is a  v e te r a n  o f th e  libe ra tion  of Iraq .

A le x  A le x le v , V ice  P r e s i d e n t  f o r  R e s e a r c h .  D uring n e a rly  20  y e a rs  a s  
a se n io r a n a ly s t  w ith th e  n a tio n a l se cu rity  division of th e  R and  
C o rp o ra tio n , A lexlev d irec ted  n u m e ro u s  re s e a rc h  p ro je c ts  fo r th e  
D e p a r tm e n t of D efen se  an d  o th e r  a g e n c ie s . He Is th e  a u th o r  o f s e v e ra l 
b o o k s  a n d  m yriad  m o n o g rap h ?  an d  a rtic le s  on  n a tio n a l s e c u r ity  Is su es .
His p re s e n t re s e a rc h  fo cu ses  o r  Issu es  re la te d  to  Is lam ic  e x tre m ism  an d  
te r ro r ism .

J .  M ic h a e l W a lle r ,  P h .D ., V ice  P r e s i d e n t  f o r  I n f o r m a t i o n  
O p e r a t i o n s .  A Jo u rn a lis t a n d  a u th o r , Dr. W aller b rin g s  e x p e r t is e  In 
te r ro r ism , in te llig en ce , th e  fo rm er S o v ie t Union an d  th e  A m ericas. He 
h a s  c o v e re d  w a rs  a n d  political v io lence  In five co u n tr ie s , h a s  w rit te n  for 
Insight m a g a z in e , Reader's Digest, th e  Washington Times a n d  th e  Wall 
Street Journal an d  h a s  se rv e d  a s  a c o n su lta n t to  th e  U .S. D e p a r tm e n t of 
S ta te .  He h o ld s  a  Ph.D . In In te rn a tio n a l s e c u r ity  a ffa irs  from  B oston  
U niversity , a n d  Is a fo rm er s ta f f  m e m b e r  o f  th e  U nited  S ta te s  S e n a te .

C h r i s to p h e r  H o l to n ,  V ice  P r e s i d e n t  f o r  A d m in i s t r a t i o n ,  M a r k e t in g  
& D e v e lo p m e n t .  H olton c o m e s  to  th e  C e n te r  a f te r  se rv in g  a s  p re s id e n t 
a n d  m a rk e tin g  d ire c to r  o f B lanchard  & Co. a n d  e d ito r- ln -c h le f  o f th e  
B lanchard  E conom ic R esea rch  Unit from  1990  to  2 0 0 3 . As c h ie f  o f th e  
B lanchard  E conom ic R esea rch  U nit in 2 0 0 0 , h a  c o n c e i te d  an d  
c o m m iss io n ed  th e  C e n te r  for S ecu rity  Policy spec ia l re p o r t Clinton's 
Legacy: The Dangerous Decade. H olton Is a m e m b e r  o f th e  B oard  o f 
A dv isers o f W orldT rlbune.com .

•  B io g rap h y  o f F ran k  J . 
G affney

•  M essag e  fro m  th e  
P ro s ld e n t

•  C e n te r  B oard  o f 
D ire c to rs

•  N a tio n a l S e c u rity  
A dv iso ry  C ouncil

D a v id  M c C o rm a c k , S e n io r  R e s e a r c h  A s s o c i a te .  Mr. M cC orm ack 
a s s is ts  th e  P re s id e n t w ith re s e a rc h  a n d  th e  d ra ftin g  o f  Dollcy p u b lica tio n s  
on  a ra n g e  o f n a tio n a l se cu rity  Issu es . He h a s  a u th o re d  book  c h a p te r s  
a n d  o th e r  re s e a rc h  pu b lica tio n s on v a rio u s  to p ic s , an d  h is a r tic le s  h a v e  
a p p e a re d  In n a tio n a l a n d  in te rn a tio n a l p u b lica tio n s su c h  a s  th e  
Washington Times, th e  Jerusalem Post th e  Baltimore Sun, a n d  th e  Wall 
Street Journal Europe. M cC orm ack Is a g ra d u a te  o f th e  G eo rg e  
W ash in g to n  U niversity  w ith a d e g re e  In h is to ry  a n d  In te rn a tio n a l a ffa irs .

R y a n  P e t e r s o n ,  R e s e a r c h  A s s o c i a te .  Mr. P e te r s o n 's  researc!*  fo c u se s  
on e n e rg y  se c u r ity  Is su e s  and  A m erican  so v e re ig n ty . His w ork  on  su ch  
to p ics  h a s  b e e n  p u b lish ed  by FrontPageMagazine.com. P e te rso n  is a

h t tp .7 / w w w .c e n t e r f o r s e c u r i t y p o l i c y .o . 'g / in d e x . is D ? s e c t io n = 3 t a t ic & n a e e = s f a f f i m n < w



O liv ia  A lb r e c h t ,  J o h n  T o w e r  F e l lo w . Ms. A lb rech t's  re s e a rc h  fo cu se s  
o n  im m ig ra tio n  Is su e s  a n d  th e  Is la m is t p h e n o m e n o n . H er w ork on  su ch  
to p ic s  Is p u b lish ed  reg u la rly  by FoxNews.com. Albrer*>t c o m e s  to  th e  
C e n te r  follow ing in te rn sh ip s  w ith  th e  P e n ta g o n  (N on-P ro lifera tion  Policy) 
a n d  th e  H e ritag e  F o u n d a tio n . S h e  Is a  g ra d u a te  o f P rin ce to n  U niversity  
w ith a  d e g re e  In P h ilosophy .

R o b e r t  T . M c L e a n , R e s e a r c h  A s s o c i a te .  Mr. M cLean re s e a rc h e s  an  
a r r a y  of fo re ign  a ffa irs  a n d  n a tio n a l se cu rity  Is su es , an d  Is a f re q u e n t 
c o n tr ib u to r  to  FrontPageMagazlne.com. H e Is a  g ra d u a te  o f  L afaye tte  
C ollege w ith  d ua l d e g re e s  In h is to ry  an d  g o v e rn m e n t/la w .

L isa  F l r a s to n e ,  E x e c u t iv e  A s s i s t a n t  t o  t h e  P r e s i d e n t .  Ms. F iresto n e  
a s s is ts  th e  P re s id e n t w ith e v e n t  co o rd in a tio n , fun d ra is in g  a n d  
d e v e lo p m e n t, a n d  office m a n a g e m e n t.  Prior to  arriv ing  a t  th e  C en te r, 
sh e  w o rk ed  in th e  fields o f  a s s e t  m a n a g e m e n t an d  public policy. 
F ire s to n e  Is a  g ra d u a te  o f b o th  D uke U niversity  w ith a B.A. In English 
a n d  E conom ics, an d  th e  New York In s ti tu te  o f F inance.

The Center for Security Policy

graduate of Wheaton College with a degree In International relations.

C*nUr Fallow*

R o g e r  W . R o b in s o n ,  S e n io r  R e s id e n t  F e l lo w . An In d isp en sab le  p a r t 
o f th e  C i i 'te r  for S ecu rity  Policy from  Its fou n d in g , R obinson  h a s  se rv e d  
a s  a n  o rig inal m e m b e r  o f th e  N ational S ecu rity  A dvisory C ouncil, 
ch a irm a n  of th e  C e n te r 's  W illiam J. C asey  In s ti tu te  a n d  lo n g -tim e  
m e m b e r  o f th e  C e n te r 's  B oard  o f D 'rec to rs .

R obinson  w as  v ice p re s id e n t In th e  In te rn a tio n a l D e p a r tm e n t o f th e  
C h ase  M an h a ttan  B ank an d  s e n io r  d ire c to r  o f In te rn a tio n a l Econom ic 
Affairs a t  th e  N ational S ecu rity  C ouncil u n d e r  P re s id en t R eag an . At 
p re s e n t,  h e  Is ch a irm a n  of th e  co n g ress lo n a lly  m a n d a te d , b ip a rtisan  
U .S .-C h ina  E conom ic a n d  S ecu rity  R eview  C om m ission  (w w w .u scc .g o v ).

C a ro l in a  G lick , S e n io r  F e l lo w  f o r  M id d le  E a s t e r n  A f fa i r s .  C hicago- 
born  C aro line  Glick is d ep u rv  m a n a g in g  e d ito r  o f th e  Jerusalem Post. A 
fo rm e r officer In th e  Is rae l u e fe n s e  F orces, s h e  w as a co re  m e m b e r o f 
I s ra e l 's  n e g o tia tin g  te a m  w ith th e  P a le s tin ian s  an d  la te r  se rv e d  a s  an  
a s s is ta n t  policy ad v iso r to  th e  p rim e  m in is te r . D uring O p e ra tio n  Iraqi 
F reed o m , th e  w id e ly -p u b lish ed  Glick w as an  e m b e d d e d  Jo u rn a lis t w ith 
th e  U .S. A rm y 's Third In fa n try  D ivision. S h e  w as  a w a rd e d  a  d is tin g u ish ed  
civilian se rv ic e  aw a rd  from  th e  U .S. S e c re ta ry  c f th e  A rm y for h e r  
ba ttle fie ld  re p o rtin g .

E u g e n e  N o v ik o v , P h .D .,  S e n io r  F e l lo w  f o r  t h e  I s l a m i s t  P r o j e c t .
Born In K yrgyzstan  of R ussian  p a re n ts ,  N ovikov Is a fo rm e r S o v ie t 
C o m m u n is t P a rty  In te rn a tio n a l D e p a rtm e n t o p e ia tiv e , a n d  Is a no ted  
e x p e r t on  Is lam  an d  th e  politics a n a  eco n o m ics  o f th e  P ers ian  Gulf 
reg io n . H e e s ta b lish e d  c lose  re la tio n sh ip s  w ith le a d e rs  a c ro s s  th e  Is lam ic  
w orld . Following h is d e fec tio n  to  th e  U nited  S ta te s  In 1 988 , h e  se rv ed  on 
th e  facu lty  o f th e  U.S. N aval W ar C ollege an d  th e  G eo rg e  C. M arshall 
C e n te r  fo r S ecu rity  S tu d ie s . He Is th e  fo rm er d ire c to r  o f th e  In te rn a tio n a l 
T e rro rism  P ro g ram  a t  th e  Ja m e s to w n  F o u n d a tio n .

M a jo r  S t e p h e n  N e w s o m e ,  U SM C . MaJ. N ew som e Is th e  M arine C orps 
N ational Fellow fo r 2 0 0 5 -2 0 0 6 . H e c o m e s  to  th e  C e n te r  follow ing a Jo in t 
a s s ig n m e n t ad v is in g  th e  Iraq i M inistry o f  th e  In te r io r  on th e  rebu ild ing  o f 
I r a q 's  po lice fo rce s . He Is cu rre n tly  co m p le tin g  c o u rsew o rk  fo r a  M asters 
d e g re e  In s e c u r ity  policy a t  G eo rg e  W ash ing ton  U n iv ers ity 's  Elliot School 
o f In te rn a tio n a l A ffairs.
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C e n t e r  f o r  S e c u r i t y  P o l i c y  
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T he n e e d  fo r su ch  a n  In itia tive, o f c o u rse , h a s  b e c o m e  b o th  g laring ly  
a p p a re n t  a n d  In ten se ly  u rg e n t In th e  w ak e  o f th e  11 S e p te m b e r  2001  
a tta c k s  a n d  th e  w a r on g lobal te r ro r ism  th e y  p re c ip ita te d . A ccordingly, 
w e In tend  to  re d o u b le  o u r  e ffo rts  In W ash in g to n , a c ro s s  th e  U nited 
S ta te s  a n d  In te rn a tio n a lly .

In  th is  c o n n ec tio n , w e a re  beg in n in g  so m e  d ra m a tic  c h a n g e s  In o u r  
p ro d u c ts  a n d  th e  m e a n s  by  w hich th e y  a r e  m a d e  a v a ilab le  - n o tab ly , via 
a v a s tly  m o re  u se fu l a n d  u se r-frien d ly  n ew  W eb s ite  
(w w w .C en te rfo rS e c u rlty P o llc y .o rg ) .We b e liev e  th a t  th e  c u m u la tiv e  e ffec t 
o f th e s e  e ffo rts , to g e th e r  w ith  Im proved  g o v e rn a n c e  In W ash in g to n , will 
g re a tly  im p ro v e  th e  p ro s p e c ts  th a t  th e  U nited  S ta te s  will c o n tin u e  to  
e n jo y  th e  fru its  o f p e a c e  a n d  p ro sp e rity  m a d e  p o ss ib le , in no  sm all p a r t, 
by  Its v ig ilance  a n d  s t re n g th .

F rank  J. G a ffre y , Jr .

The Center for Security Policy Page 1 of 2

CSP N e w s l e t t e r  : Jjnter e-rn«j B

M e s s a g e  f r o m  t h e  P r e s i d e n t

At th is  w riting , th e  C e n te r  fo r S ecu rity  Policy Is 
u n d e rg o in g  a n  exc iting  tra n s it io n .

L oosely m o d e led  a f te r  th e  le g e n d a ry  C o m m itte e  on  th e  
P re s e n t D an g e r - a n o n -p a r tis a n  coalition  of p ro m in e n t 
A m erican s w ho  In th e  1 9 7 0 s  c h a llen g ed  th e  v iew  th a t  
d e te n te  w ith th e  S o v ie t U nion w as  a  v iab le  b a s is  for 
A m e-lcan  se c u r ity  - th e  C e n te r  h a s  b e e n  a fo rcefu l, a n d  
o ften  lonely , vo ice  o f re a s o n  a n d  rea lism  In re c e n t

years.

•  B io g rap h y  o f  F ran k  J . 
G affney

•  C e n te r  S ta ff

•  C e n te r  B oard  of 
D irec to rs

9  N a tio n a l S ecu rity  
A dv iso ry  C ouncit

.  „  _  _  , . 9  NSAC M em bers Now In
Like th e  C o m m itte e  on  th e  P re s e n f D a rg e r ,  to o , th e  C e n te r  h e lp e d  G o v e rn m en t S e rv ice
p re s e rv e  a  s e n s e  of Id en tity  a n d  co m m u n ity  a m o n g  lik e -m in d ed  se c u r ity
policy p ra c tit io n e rs , aw a itin g  a d a y  w h en  m an y  of th e m  w ould b e  ca lled  9  L a te s t A nnual R ep o rt
u p o n  to  s e rv e  o n c e  a g a in  In g o v e rn m e n t. T h a t o ccu rred  In th e  R eag an
A dm in istra tio n  In w hlcn m an y  m e m b e rs  o f th e  C e n te r  he ld  s e n io r  p o s ts . •  Th® C e n te r  In th e  N ew s

H appily, th a t  d a y  h a s  now  a rr iv ed  for th e  C e n te r  for S ecu rity  Policy an d  
Its a s s o c ia te s , a s  well.

An ea rly  m e m b e r  o f th e  C e n te r 's  B oard of A dv iso rs, R ichard  C h en ey , Is 
now  Vice P re s id e n t o f th e  U nited  S ta te s .  P re s id e n t B ush a p p o in te d  a 
d is tin g u ish e d  rec ip ien t o f  th e  C e n te r 's  K eep e r o f  th e  F lam e A w ard,
D onald  R um sfe ld , to  be  h is S e c re ta ry  o f D e fen se . And S e c re ta ry  
R un .sfe ld  a n d  h is  c o u n te rp a r ts  e ls e w h e re  In th e  g o v e rn m e n t h a v e  Invited  
a n  e x tra o rd in a ry  n u m b e r  of m e m b e rs  o f  th e  C e n te r 's  N ational S ecu rity  
A dvisory  C ouncil a n d  o th e r s  o f th e  C e n te r 's  co lle ag u es  to  se rv e  In to p  
p o sitio n s  In th e  U .S. g o v e rn m e n t.

W ith th e  re tu rn  o f  such  high ly  qualified , sk illed  a n d  p rincip led  m e n  en d  
w o m en  to  h igh office In th e  U .S. g o v e rn m e n t, th e  C e n te r  for S ecu rity  
Policy looks fo rw ard  to  p lay ing  a new  an d , v, j  h o p e , e v e n  m ore  
In fluen tia l ro le  In th e  y e a rs  a h e a d . To b e  s u re , th e  C e n te r  will re m a in  a 
so u rc e  fo r id eas , In fo rm atio n  an d  re c o m m e n d a tio n s  a s s o c ia te d  w ith 
p ro m o tin g  th e  p o 'id e s  o f p e a c e  th ro u g h  s t r e n g th . T he p re s e n c e  In 
g o v e rn m e n t o f so  m an y  of th o s e  w ho b ro ad ly  s h a r e  th e  C e n te r 's  
c o m m itm e n t to  th is  p h ilo sophy  - an d  w ho h a v e , o v e r  th e  y e a rs , he lp ed  
u s  In ad v an c in g  it - sh o u ld , how r er, e n a b le  th e  C e n te r  to  d ire c t le s s  
e n e rg y  to w a rd s  th e  in s ld e -th e -B e ltw ay  d e b a te  a n d  m o re  to  e d u c a tin g  
a n d  e n g a g in g  th e  A m erican  p eo p le  an d  fr ien d s  o f  fro ed o m  a ro u n d  th e  
w orld .

httD://www.centerforsecuritvDolicv.ore/inG£x.isn?secrion=stafir#nflpp!=me<;<;app ? m /? n oa
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The Office of Foreign Assets Control ("OFAC’) of the US Department 
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sanctions based on US foreign policy and national security goals 
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and freeze foreign assets under US jurisdict'on. (more)
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Our Mission

The Office of Foreign Assets Control ('OFAC') of the US Department of the Treasury 
administers and enforces economic and trade sanctions based on US foreign policy and 
national security goals against targeted foreign countries, terrorists, international narcotics 
traffickers, and those engaged in activities related to the proliferation of weapons of mass 
destruction. OFAC acts under Presidential wartime and national emergency powers, as 
well as authority granted by specific legislation, to impose controls on transactions and 
freeze foreign assets under US jurisdiction. Many of the sanctions are based on United 
Nations and other international mandatos, are multilateral In scope, and involve close 
cooperation with allied governments.

Our History

The Treasury Department has a long history of dealing with sanctions. Prior to the War of 
1812, Secretary of the Treasury Gallatin administered sanctions imposed against Great 
Britain I or the harassment of American sailors. In 1861, durinq the Civil War. Congress 
passed a “Trading With the Enemy Act,” which prohibited transactions with : e 
Confederacy, called for the forfeiture of goods involved in such trade, and provided a 
licensing regime under rules and regulations administered by Treasury. The Trading With 
the Enemy Act of 1917 ("TWEA") made that Civil War legislation "modern* for World War I.

OFAC is the successor organization to the Office of Foreign Funds Control (the "OFFC"), 
which was established at the advent of World War II following the German invasion of 
Norway in 1940. The OFFC's initial objective In acting under TWEA was to prevent Nazi 
use of occupied countries' holdings of foreign exchange and to prevent forced repatriation 
of funds belonging to nationals of those countries. These controls were later extended to 
protect assets of other invaded countries. After the United States formally entered World 
War II, the OFFC became the major American program of economic warfare against the 
Axis powers, blocking enemy assets and prohibiting foreign trade and financial 
transactions. Those assels would also serve as a future source of war reparations. The 
OFFC program was administered by the Secretary of the Treasury throughout the war.

OFAC itself was formally created in December 1950, following the entry of China into the 
Korean War, when President Truman declared a national emergency under TWEA and 
blocked all Chinese and North Korean assets subject to U.S. jurisdiction.
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OFAC Country Sanctions Programs Program Last Updated:

Balkans Sanctions 05 /29 /2003

Burma Sanctions 08 /16 /2005

Cote d'Ivoire (|vory Coast] 02 /08 /2003

Cuba Sanctions 0 2 /2 2 /2005

Iran Sanctions 07/06 /2004

Iraq Sanctions 07 /21 /2005

Liberia Sancthns 04 /26 /2005

Libya Sanctions 09 /20 /2004

North Korea Sanctions 08 /18 /2000

Sudan Sanctions 06 /15 /2005

Syria Sanctions 01 /18 /2006

Zimbabwe Sanctions 08 /03 /2005

OFAC List-Based Sanctions Programs

Anti-Terrorism Sanctions 
Counter Narcotics Trafficking Sanctions 
Non-proliferation Sanctions 
Diamond Trading Sanctions

Program Last Updated:

02 /19 /2006  

11/30/2005 

02 /10 /2006  

07 /29 /2003

Archive of Inactive Sanctions Programs Inactive Since:

Information on the first Iraq Sanctions Program

Libya Sanctions Program Information 
Sierra Leone Pmgram Brochure CH 
Taliban Program F xhure IB 

UNITA Program Brochure IB 

Yugoslavia Program Brochure IB

Components still active in the 
Iraq II program
09/20 /2004  

07 /29 /2003  

07 /02 /2002  

05 /06 /2003  

05/2  /2003
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Testimony by Mead Treadwell, Senior Fellow, Institute of the North 
Before the House State Affairs Committee, Juneau, AK , February 23, 2006 
On HCR 27, Urging the Alnaka Retirement Management Ooard and the Alaska 
Permanent Fund Corporation to divest a ll hotdlngM held In companies with b u s ln e s 
actlvit.es or holding Investments In Iran and Nrpth Korea____________________ ________
Mr. Ch?irman, I am Moau Treadwall. i reside at 528 N Street in Anchorage arid 
am a Serr >r Fellow at the Institute of the North, anil direct the Institute’s Dsrerse 
and Security Program.

The Institute was founded by former Alaska Governor Walter J. Hickel to help 
develop policy on issues strategic to Alaska and its future. For close to ten 
years, Mr. Chairman, the Institute of the North has worked with other national, 
international an J state based think tanks on the proposition that action at the 
state level can help improve the security of the United States.

Should state governments be concerned about national security? Absolutely. In 
Alaska, we understand our geographic position. W e understand our role in 
hosting the military and sending our sons and daughters overseas to proiect us. 
We understand we are the closest state to North Korea and in their sights. We 
understand the Alaska pipeline is a terrorist target, and we understand our 
energy helps America diversify its supply. We also need to understand our role, 
as an investor, in providing funds to parts of the world that could or would do 
harm to us.

With the Center for Security Policy in Washington, the Claremont Institute in 
California, the Institute of Foreign Policy Analysis at Tufts University, and others, 
we have helped the nation understand Alaska's vital role in U.S. security and we 
have helped Alaskans play a more effective role.

As a r aside, Mr. Chairman, I should say the current divestment campaign on 
terrorism, Sudan slavery, and national security issues is a coalition of left and 
right, labor and business.The firms and institutes mentioned today are very fine, 
patriotic people.

As far back as 1996, the Institute of the North began looking at missile threats to 
Alaska and the position of the U.S. government then, which was not to includo 
Alaska under the umbrella of a proposed ballistic missile defense system. It was 
a resolution of the Alaska Legislature in 1997 which called for a new intelligence 
estimate on missile threats to Alaska. That resolution, Senator Ted Stevens told 
us, resulted in the Rumsfeld Commission. Over several years, we shifted U.S. 
policy to build a system in Alaska -  not for our economy, but for our protection.
We have hosted a continuing series of follow-up conferences on these issues, 
involving many of your present and former colleagues.

Mr. Chairman, there’s one conclusion we’ve found in every meeting we've had 
assessing the threats to the United States: terrorism and nuclear thieats run on



money. Terrorism finds refuge in states with regimes that support terrorists. 
Money, usually outside money brought in from the world market economy, cither 
as investment or trade, is the mother's milk of terrorism.

Alaska’s major funds -  the Permanent Fund and our pencion funds could find 
themselves unwitting players in this process. This resolution calls for a stop to 
that by a simple, inexpensive process that several other states and leading 
pension funds have taken on to review their portfolios.

I was able to see a copy of the document circulated by the Permanent Fund 
Corporation at the last meeting of this committee. Mr. Chairman, what I saw is a 
scare tactic -  a huge price tag meant to dissuade you and this committee from 
passing a resolution that would free Alaskans from thG concerns that their 
Permanent Fund might be supporting terrorism.

Between the last meeting and this, we were in contact with the Conflict Securities 
Advisory Group, one of several firms states and pension funds have hred to 
review their portfolios against concerns they are unwittingly investing in terrorism 
or nuclear threats to the United States.

This firm has told me that they would be able tc offer the State of Alaska a full 
screening service for its Permanent Fund and the state pension fund for a 
discounted rate of $5000. Mr. Chairman, before this legislature concludes its 
business this spring, I believe you could be aware of how many stocks and of 
what value Alaska’s portfolio is exposed through investments in companies doing 
business in terror sponsoring states.

The term exposure is not one I use lightly. While some investment funds have 
cautioned that divestment of stocks investing in terrorist states could lose them 
money, I believe this process reduces the risk that the stocks would take a i;hurp 
fa!’. Several firms, such as General Electric and Ccnoco Phillips, because of 
concerns raised like those in this resolution, have themselves divested activities 
in Iran, for example, to make sure they are not exposed. Shouldn’t we be doing 
the same thing?

My point is this: reviewing our portfolio costs very little. Divestment can happen 
over time, as other states have allowed. This is a resolution, Mr. Chairman, not 
a law, and the Permanent Fund -  with oversight from this legislature -  can 
commit itself to a process of monitoring its investments for national security and 
divesting overturn. They have chosen not to do so, and ( believe you should 
help them change their mind.

As a college student, I was a member of Yale University’s board which oversaw 
that endowment’s divestment policies, during the era of divestment campaigns 
and apartheid. (Yale’s endorsement has had outstanding returns without turning 
a cold shoulder to examining issues like these.) Today, as a private venture



investor, I chair a publicly listed company. I am well aware that fund managers 
seek the broadest leeway to invest -  and for many years I have actively 
supported taking away strictures on the Permanent Fund’s capabilities to seek 
the highest return.

But Mr. Chairman, a little advice now and then from the owners is not a bad 
thing. Our Institute’s founder, Wally Hickel. has urged us to fulfill our 
responsibilities as an owner state. I think this resolution puts forward an 
appropriate action for Alaska. As a citizen, I thank Rep. Ramras, his colleagues, 
and, I trust, this committee for its leadership.

I am happy to answer any questions.



Center for Security ^olicy

From Source Watch

Center for Security Policy was founded in 1988 and states that it operates as a 

non-profit, non-partisan organization committed to the time-tested philosophy of 

promoting international peace through American strength.

[1] (http://www. centerforsecuritypolicy. org/index.jsp ?seciion=static&page=aboutu 

a)"
A very influential organization with the Center for Security Policy is the Center's 

National Security Advisory Council, whose members hold senior positions with 

the Bush administration.

Center for Security Policy has strong ties with the Republican Party with many 

membsrs serving senior posts in the Reagan administration and George W. Bush 

administration. Donald Rumsfeld, currect Secretary of Defense ur.der Bush, is a 

receipier.t of the the Center's Keeper of the F'^me Award. The Center is not shy 

in touting its strong ties with the U.S. Government.

[2] (http://www. centerforsecuritypolicy. org/index, jsp /section =staticSpage=messa 

ge)[3] {http://www.centerforsecuritypolicy.org/index.jsp/section-static,ipage=nsa 

c-gvtsvc)

• Elliott Abrams. Special Assistant to the President for National Security Affairs lor 
Democracy, Human Rights and International Operations

• Devon Gaffney Cross, member, Defense Policy Board
• Jack D. Crouch II. Assistant Secretary of Defense for International Security 

Policy; nominated January 31, 2005, to be Assistant to the President and Deputy 
National Sccurit) Advisor

• Mitchell E. Daniels. Jr.. former Director of the Office of M anagement and Budget
• Kenneth deGraffenreid. Deputy Under Secretary of Defense for Policy Support 

Paula J. D cbrianskv. Under Secretary of State for Global Affairs
• Douglas J. Feith. former Chairman of the Center's Board o f Directors, Under 

Secretary of Defense for Policy
• Evan Galbraith. Secretary of Defense's Representative to Europe
• Robert Joseph. Special Assistant to the President for National Security Affairs for 

Proliferation Strategy, Counterprolifcration and Homeland Defense

http://www
http://www
http://www.centerforsecuritypolicy.org/index.jsp/section-static,ipage=nsa


• Sven K raem er. Policy Advisor to the Undersecretary o f Defense for Policy
• Keith Pavne. Deputy Assistant Secretary of Defense for Forces Policy
• Richard Perle. Chairman of the Defense Policy Board
• Roger W. Robinson. Jr.. Commissioner, U.S.-China Security Review Commission
• James G. Roche. Secretary of the Air Force
• William Schneider. Jr.. Chairman of the Defense Science Board
• Wayne Schroeder. Deputy Under Secretary o f Defense for Resource Planning and 

Management
• M ichelle Van Cleave. Assistant Secretary of Defense-designate for Special 

Operations and Low Intensity Conflict
• Jose Sorzano, member. Board o f Visitors, Western Hemisphere Institute for 

Security Cooperation (formerly the School of the A m ericas)
• A ithur W aldron. Commissioner, U.S.-China Security Review Commission
• Gov. Pete W ilson, member, President's Foreign Intelligence Advicorv Board
• Dov Zakheim , Under Secretary o f Defense; Com ptroller
• Caroline B. Glick the senior Middle East fellow and the deputy managing editor 

of The Jerusalem Post

Board of Directors

• Frank J. Gaffney. Jr.. President. Center for Security Policy
• James T. deGraffenreid. Chairman; President, First Services Network
• Hon. M. D. B. Carlisle. Former Asst Secretary of Defense for Legislative Affairs; 

former Chief of S taff to Senator Thad Cochran
• Dr. Charles M. Kupperman, Vice President, Space and Strategic M issiles Sector, 

Lockheed Martin Corporation
• Hon. Dominic J. M onetta, President, Resource Alternatives, Inc.
• Hon. Roger W. Robinson. Jr.. President, RWR, Inc.
• David P. Steinm ann, Managing Director, American Securities, L.P.

[edit I

Personnel

• P ick C h e rry, Vice President of the U.S. under George W. Bush, was an early 
m em ber of Center's Board of Advisors (which is now called the National Security 
Advisory C ouncil-).

• "twenty-two CSP ad visers - including additional Reagan-era remnants like Elliott 
Abiam s. Ken deGraffenreid, Paula Dobriansky, Sven Kraemer, Robert Joseph, 
Robert Andrews and J.D. Crouch -  have -eoccupied key positions in the national 
security establisbmi nt, as have other true believers of more recent vintage.'
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Alaska State Legislature
House of Representatives

Official Business State Capitol
Juneau, AK 99801-1182

SPONSOR STATEMENT FOR HJR 7 
BY: Representative Tom Anderson

TITLE: “Proposing amendments to the Constitution of the State of Alaska to 

correct obsolete references to the office of secretary of state by substituting 

references to the office of lieutenant governor.”

In 1970 the legislature proposed and the voters of Alaska approved a series 

of amendments to the State constitution that changed the name of the office of 

“Secretary of State” to the office of “Lieutenant Governor”. At that time, the 

drafting attorneys did not catch all of the references to “Secretary of State”.

HJR 7 attempts to correct the two references to “Secretary of State" in the 

Alaska constitution that are left. The proposed amendments, if approved by the 

Legislature, would be placed before the voters in the next General Election.

I urge your support of this bill.

January 2 1 ,2 0 0 5 -H JR  7 24-LS0340/A



Alaska State Legislature
House of Representatives

Official Business State Capitol
Juneau, AK 99801-1182

Sectional A nalysis fo r H JR  7 
BY: R epresen tative Tom  A nderson

Section 1. Amends Article II, sec. 5, Constitution o f the State of Alaska 
Adds: lieu ten an t gov ern o r 
Removes: [SECRETARY OF STATE]

This change brings the Alaska Constitution into line with the will o f the people o f Alaska to 
replace the position o f  Secretary o f State with the position of Lieutenant Governor

Section 2. Amends Article III, sec. 25 Constitution o f the State o f Alaska 
Adds: lieu tenan t governor 
Removes: [SECRETARY OF STATE|

This change brings the Alaska Constitution into line with the will of the people o f Alaska to 
replace the position o f Secretary o f State with the position of Lieutenant Governor

Section 3. The amendments proposed in HJR 7 will be placed on the ballot at the next general 
election.

This is in conformity with art. XIII, sec. I of the Constitution o f the Stale of Alaska. This article 
requires all amendments to the constitution be proposed by a two-thirds vote o f each house of the 
legislature. If passed it shall be placed onto the b illot o f the next general election. If a majority 
o f the votes cast on the proposition favor the amendment, it shall be adopted.

January 24. 2(X)5 - HJR SECTIONAL 4-LS0340/A
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FAX (907) 465-2329
Mail S top 3101

D IV IS IO N  O F  L E G A L  A N D  R E S E A R C H  S E R V I C E S  
L E G IS L A T IV E  A F F A IR S  A G E N C Y  

S T A T E  O F  A L A S K A S ta te  Capitol
Ju n eau . A laska 99801-1182

Deliveries to: 129 6th St.. Rm 329

M E M O R A N D U M January 7, 2005

SU B JE C T: House Joint Resolution proposing amendments to the Constitution 
o f  the State o f Alaska to correct obsolete references to the office of 
secrctary of state by substituting references to the office of 
lieutenant governor. (Work Order No. 24-LS0340\A)

TO :

FRO M :

Treat the enclosed House joint resolution as the equivalent o f a revisor's bill for one 
clement o f the state constitution.

In 1070, the legislature proposed and the voters, by a margin o f 71% - 29% (yes = 
46,102; no = 18,781), approved a scries of amendments to the state constitution that 
changed the name o f the constitutional office o f "secretary o f state" to the office of 
"lieutenant governor." In the 1970 joint resolution that proposed the amendments, a copy 
o f which is attached, the drafting attorneys of the time did not catch all the references to 
"secretary o f state." They missed the two that appear in article II, section 5 and article 
111, section 25. By proposing amendments to delete in those two sections the obsolete 
references to secretary o f state and substituting references to lieutenant governor, this 
House joint resolution would correct the oversight.

Unlike statutes, corrections o f errors and omissions in 'he state constitution cannot be 
completed editorially. Under article XIII, section 1,

A m endm ents. Amendments to this constitution may be proposed 
by a two-thirds vote o f each house o f the legislature. The lieutenant 
g.wemor shall prepare a ballot title and proposition summarizing each 
,.roposcd amendment, and shall place them on the ballot for the next 
general election. If a majority o f the votes cast on the proposition favor 
the amendment, it shall be adopted. Unless otherwise provided in the 
amendment, it becomes eflecth '  thirty days after the certification o f the 
election returns by the lieutenant governor.

Changes o f this kind might have been proposed by a constitutional convention called to 
make changes to the state constitution. But, as you know, when, at ten-year intervals, the 
proposals have been presented to the voters as referenda under article XIII, section 3, the

LEGAL



voters have repeatedly failed to approve calls for state constitutional conventions. The 
voters defeated the calls for constitutional conventions in each o f the 1972, 1982, 1992, 
and 2002 general elections.

JBC:mcd 
05-005.med

Representative Tom Anderson
January 7, 2005
Page 2
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.Alaska S ia tc  leg is la tu re

1970

Source:

S J£_2_________

SENATE ------
JO INT RESOLUTION

P r o p o s in g  t h a t  th e  C o n s t i t u t io n  o f  th e  S t a t e  o f  A la s k a  be 
amended by c h a n g in g  th e  name o f  th e  s e c r e ta r y  o f  s t a t e  to  
l ie u t e n a n t  g o v e r n o r .

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

•• 7 * 8> 9 * 1 0 « U * 1 3 * 1U and ! 5 .  A r t .  I l l ,
n s t - t u t l o n  o f  th e  S t a t e  o f  A la s k a ,  a re  amended t o  re a d :

SECTION 7 .  T h e re  s h a l l  be a l ie u t e n a n t  g o v e r n o r .  He 
s h a l l  h a ve  th e  same q u a l i f i c a t i o n s  as th e  g o v e r n o r  and 
s e r v e  f o r  th e  same te rm . He s h a l l  p e rfo rm  su ch  d u t ie s  as 
may be p r e s c r ib e d  by la w  and as may be d e le g a te d  to  h im  by 
th e  g o v e r n o r .

SECTION 8 .  The l i e u t e n a n t  g o v e rn o r  s h a l l  be n o m in a te d  
In  th e  m anner p r o v id e d  by law  f o r  n o m in a t in g  c a n d id a te s  f o r  
o t h e r  e l e c t i v e  o f f i c e s .  In  th e  g e n e r a l e l e c t io n  th e  v o te s  
c a s t  f o r  a c a n d l la t e  f o r  g o v e rn o r  s h a l l  be c o n s id e r e d  as 
c a s t  a ls o  f o r  th e  c a n d id a te  f c r  l ie u t e n a n t  g o v e r n o r  r u n n in g  
J o i n t l y  w it h  h im . The c a n d id a te  w hose name a p p e a rs  on th e  
b a l l o t  J o i n t l y  w it h  t h a t  o f  th e  s u c c e s s fu l  c a n d id a te  f o r  
g o v e r n o r  s h a l l  be e le c t e d  l ie u t e n a n t  g o v e r n o r .

SECTION 9 - I n  case o f  t h e  te m p o ra ry  ab sence o f  th e  
g o v e r n o r  fro m  o f f i c e ,  th e  l ie u t e n a n t  g o v e rn o r  s h a l l  s e r v e  
as a c t in g  g o v e r n o r .

SECTION 1 0 . I f  th e  g o v e r n o r - e le c t  d ie s ,  r e s ig n s ,  o r  
i s  d i s q u a l i f i e d ,  th e  l i e u t e n a n t  g o v e rn o r  e le c t e d  w it h  h im  
s h a l l  su c c e e d  t o  th e  o f f i c e  o f  g o v e rn o r  f o r  th e  f u l l  te rm . 
I f  th e  g o v e r n o r - e le c t  f a l l s  to  assume o f f i c e  f o r  any o t h e r  
r e a s o n , th e  l ie u t e n a n t  g o v e r n o r  e le c t e d  w it h  h im  s h a l l  
s e r v e  as a c t in g  g o v e r n o r ,  and s h a l l  su cce ed  t o  th e  o f f i c e  
I f  th e  g o v e r n o r - e le c t  does n o t  assume h is  o f f i c e  w i t h i n  s i x  
m onths o f  th e  b e g in n in g  o f  th e  te rm .

SECTION 1 1 . I n  ca se o f  a va can cy i n  th e  o f f i c e  o f  
g o v e r n o r  f o r  any r e a s o n , th e  l ie u t e n a n t  g o v e r n o r  s h a l l



SECTION 1 3 . P r o v is io n  s h a l l  be made by la w  f o r  su c­
c e s s io n  to  th e  o f f i c e  o f  g o v e rn o r  and f o r  an a c t in g  gov­
e r n o r  I n  th e  e v e n t t h a t  th e  l ie u t e n a n t  g o v e rn o r  I s  u nab le 
t o  su c c e e d  t o  th e  o f f i c e  o r  a c t as g o v e r n o r . No e le c t io n  
o f  a l i e u t e n a n t  g o v e rn o r  s h a l l  be h e ld  e x c e p t a t  th e  
t im e  o f  e l e c t i n g  a g o v e r n o r .

SECTION l 1) .  When th e  l ie u t e n a n t  g o v e rn o r  succeeds 
t o  th e  o f f i c e  o f  g o v e r n o r ,  he s h a l l  h a ve  th e  t i t l e ,  
p o w e rs , d u t i e s ,  and em olum ents o f  t h a t  o f f i c e .

SECTION 1 5 . The c o m p e n s a tio n  o f  th e  g o v e rn o r  and 
th e  l ie u t e n a n t  g o v e rn o r  s h a l l  be p r e s c r ib e d  by law and 
s h a l l  n o t  be d im in is h e d  d u r in g  t h e i r  te rm  o f  o f f i c e ,  
u n le s s  by g e n e r a l law  a p p ly in g  t o  a l l  s a la r ie d  o f f ic e r s  
o f  th e  S t a t e .

*  S e c . 2 . S e c s . 2 ,  3 ,  5 and 6 ,  A r t .  X I ,  C o n s t i t u t io n  o f
th e  S t a t e  o f  A la s k a ,  a re  amended to  r e a d :

SECTION 2 .  An I n i t i a t i v e  o r  re fe re n d u m  I s  proposed 
by an a p p l ic a t io n  c o n t a in in g  th e  b i l l  to  be I n i t i a t e d  o r 
th e  a c t t o  be r e f e r r e d .  The a p p l ic a t io n  s h a l l  be s ig n e d  
by n o t  le s s  th a n  one h u n d re d  q u a l i f i e d  v o te r s  as s p o n s o rs , 
and s h a l l  be f i l e d  w it h  th e  l ie u t e n a n t  g o v e r n o r .  I f  he 
f ln d 3  I t  i n  p ro p e r  fo rm  he s h a l l  so c e r t i f y .  D e n ia l  o f  
c e r t i f i c a t i o n  s h a l l  be s u b je c t  t o  J u d i c i a l  r e v ie w .

SECTION 3. A f t e r  c e r t i f i c a t i o n  o f  th e  a p p l ic a t io n ,  
a p e t i t i o n  c o n t a in in g  a summary o f  th e  s u b je c t  m a tte r  
s h a l l  be p re p a re d  by th e  l ie u t e n a n t  g o v e rn o r  f o r  c ir c u la ­
t io n  by th e  s p o n s o r s . I f  s ig n e d  by q u a l i f i e d  v o t e r s ,  equal 
In  num ber to  te n  p e r  c e n t o f  th o s e  who v o te d  I n  th e  preced­
in g  g e n e r a l e le c t io n  and r e s id e n t  I n  a t  l e a s t  t w o - t h ir d s  
o f  th e  e le c t io n  d i s t r i c t s  o f  th e  S t a t e ,  I t  ay be f i l e d  
w it h  th e  l ie u t e n a n t  g o v e r n o r .

SECTION 1). An i n i t i a t i v e  p e t i t i o n  may be f i l e d  a t 
any t im e .  The l ie u t e n a n t  g o v e rn o r  3 h a l l  p re p a re  a b a l l o t  
t i t l e  and p r o p o s it io n  s u m m a riz in g  th e  p ro p o s e d  la w , and 
s h a l l  p la c e  them  on t h e  b a l l o t  f o r  th e  f i r s t  s ta te w id e  
e l e c t io n  h e ld  more th a n  one h u n d re d  tw e n ty  days a f t e r  
a d jo u rn m e n t o f  th e  l e g i s l a t i v e  s e s s io n  f o l lo w i n g  th e  f i l ­
in g .  I f ,  b e fo r e  t h e  e l e c t i o n ,  s u b s t a n t i a l l y  t h e  same 
m easure has been e n a c te d , th e  p e t i t i o n  I s  v o id .

SECTION 5 . A re fe re n d u m  p e t i t i o n  may be f i l e d  o n ly  
w i t h i n  n in e t y  days a f t e r  a d jo u rn m e n t o f  th e  l e g i s l a t i v e  
s e s s io n  a t  w h ic h  th e  a c t  was p a s s e d . The l ie u t e n a n t  
g o v e rn o r  3 h a l l  p re p a re  a b a l l o t  t i t l e  and p - o p o s l t lo n  
s u m m a riz in g  th e  a c t and s h a l l  p la c e  them on th e  b a l l o t  
f o r  th e  f i r s t  s ta te w id e  e le c t io n  h e ld  m ore th a n  one hun­
d re d  e ig h t y  days a f t e r  a d jo u rn m e n t o f  t h a t  s e s s io n .

p r o p o s i t i o n ^ f a v o r ^ f t f  2 1 ® K . ^ f n m t S e S M r ^  
e n a c te d . I f  a m a j o r i t y  o f  th e  v o te s  cast- on th e  p ro p o s i 
fa v o r  th e  r e j e c t i o n  o f  an a c t r e f e r r e d ,  i t  is  r e J e c te ^ ‘
The l i e u t e n a n t  g o v e r n o r  s h a l l  c e r t i f y  th e  e l e c t i o n  r e " l v ( .l 
An l n i t i a  ed law  becomes e f f e c t i v e  n in e t y  days a f t e r  o e r - 
f i c a t i o n ,  is  n o t  s u b je c t  to  v e t o ,  and may n o t  be r e Pe ? " ? .  
by th e  l e g i s l a t u r e  w i t h i n  two y e a rs  o f  i t s  e f f e c t i v e  c a t

3ucct co the office for the remainder of the term.



I t  may b ’  amended a t any t im e .  An a c t r e je c t e d  by 
re fe re n d u m  I s  v o id  t h i r t y  days a f t e r  c e r t i f i c a t i o n .  A d d i­
t i o n a l  p ro c e d u re s  f o r  th e  I n i t i a t i v e  and re fe re n d u m  may be 
p r e s c r ib e d  by la w .

•  S ec. 3 . o e c s . I  and 3 ,  A r t .  X I I I ,  C o n s t i t u t io n  o f  th e  
S ta te  o f  A la s k a ,  a re  amended to  r e a d :

SECTION 1 .  Amendments t o  t h i s  c o n s t i t u t i o n  may be 
p ro p o s e d  by a t w o - t h ir d s  v o te  o f  ea h h ou se o f  th e  l e g i s ­
la t u r e .  Tne l ie u t e n a n t  g o v e rn o r  s h a l l  p r e p t^ e  a b a l l o t  
t i t l e  and p r o p o s it io n  s u m m a riz in g  each p ro p o s e d  n m e n d n e n t, 
and s h a l l  p la c e  them  on th e  b a l l o t  f o r  th e  n e x t  s ta te w id e  
e l e c t i o n .  I f  a m a jo r i t y  o f  th e  v o te s  c a s t on th e  p re p o ­
s i t i o n  fa v o r  th e  am endm ent, I t  s h a l l  be a d o p te d . U n le s s  
o th e r w is e  p r o v id e d  I n  th e  am endm ent. I t  becomes e f f e c t i v e  
t h i r t y  days a r t e r  th e  c e r t i f i c a t i o n  o f  th e  e l e c t io n  r e ­
tu r n s  by th e  l ie u t e n a n t  g o v e r n o r .

SECTION 3 .  I f  d u r in g  any t e n - y e a r  p e r io d  a c o n s t i ­
t u t i o n a l  c o n v e n t io n  has n o t  been h e l d ,  th e  l ie u t e n a n t  
g o v e r n o r  s h a l l  p la c e  on th e  b a l l o t  f o r  th e  n e x t  g e n e r a l 
e l e c t i o n  th e  q u e s t io n :  " S h a l l  th e r e  he a C o n s t i t u t i o n a l
C o n v e n tio n ? "  I f  a m a j o r i t y  o f  th e  v o te s  c a s t  on  t h e  q u e s ­
t i o n  a r e  i n  th e  n e g a t iv e ,  th e  q u e s t io n  need n o t  e p la c e d  
on th e  b a l l o t  u n t i l  th e  end o f  th e  n e x t  t e n - y e a r  p e r io d .
I f  a m a j o r i t y  o f  th e  v o te s  c a s t  on th e  q u e s t io n  a re  I n  
th e  a f f i r m a t i v e ,  d e le g a te s  to  th e  c o n v e n t io n  s h a l l  be 
c h osen  a t  th e  n e x t  r e g u la r  s t a t e w id e  e l e c t i o n ,  u n le s s  
th e  l e g i s l a t u r e  p r o v id e s  f o r  th e  e l e c t io n  o f  th e  d e le g a te s  
a t  a s p e c ia l  e l e c t i o n .  The l ie u t e n a n t  g o v e rn o r  s h a l l  Is s u e  
th e  c a l l  t o i  th e  c o n v e n t io n .  U n le s s  o t h e r  p r o v is io n s  
have been made by la w , th e  c a l l  s h a l l  c o n fo rm  as n e a r ly  as 
p o s s ib le  to  th e  e c t* c a l l i n g  th e  A la s k a  C o n s t i t u t i o n a l  Con­
v e n t io n  o f  1 9 5 5 , I n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  num ber o f  
m em bers, d i s t r i c t s ,  e le c  Io n  and c e r t i f i c a t i o n  o f  d e le g a te s  
end s u b m is s io n  and r a t i f i c a t i o n  o f  r e v is i o n s  and o rd in a n c e s  
The a p p r o p r ia t io n  p r o v is io n s  o f  th e  c a l l  s h a l l  be s e l f -  
e x e c u t in g  and s h a l l  c o n s t i t u t e  a f i r s t  c la im  on th e  s t a t e  
t r e a s u r y .

•  S e c . 4 .  S ec. 9 ,  A r t .  X V , C o n s t i t u t io n  o f  th e  S t a t e  o f
A la s k a , i s  amended to  re a d :

SECTION 9 . The f i r s t  g o v e r n o r  and l ie u t e n a n t  g o v e rn o r  
s h a l l  h o ld  o f f i c e  f o r  a te rm  b e g in n in g  w l’ h th e  day on 
w h ic h  th e y  assume o f f i c e  and e n d in g  a t noo.. on th e  f i r s t  
Monday i n  December o f  th e  e v e n -n u m b e re d  y e a r  f o l lo w i n g  th e  
n e x t  p r e s i d e n t i a l  e l e c t i o n .  T h is  te rm  s h a l l  c o u n t »s a 
f u l l  terra f o r  p u rp o s e s o f  d e t e r m in in g  e l i g i b i l i t y  f o r  r e -
e le c t io n  o rn y  I f  i t  is  fo u r  y e a rs  o r  more i n  d u r a t io n .

•  S ec. 5 . The amendments p ro p o s e d  by t h i s  r e s o lu t io n  s h a l l  
be p la c e d  b e fo r e  t h e  v o te r s  o f  th e  s t a t e  a t  th e  n e x t  s t a t e w id e  
e le c t io n  I n  c o n fo r m ity  w it h  s e c . 1 ,  a r t .  X I I I ,  o f  th e  C o n s t i t u ­
t io n  o f  th e  S t a t e  o f  A la s k a ,  and th e  s t a t e  e le c t io n  co-'e .
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Sponsor Statement for H JR  8

M ore than 250 Alaska Army National Guard soldiers are 
now on active duty, and are deployed throughout the world.

These citizen soldiers, from all over A laska are serving in overseas 
training deplo>ments, combat missions, stability and support 
operations, as well as federal missions and the Partnership for 
Peace in M ongolia.

Alaskan Army National Guard m em bers come from  all walks 
of life. They are committed to serving their country in times of 
need; thus, they leave their families, friends and jobs in order to 
spend from  six months to a year and a half completing their 
assigned missions.

These fine soldiers deserve our appreciation and thanks.

Representative _Bruce_Weyhrauch@legis.scatc.ak.us 
w \ v \ v . a k r e D u b l i c a n s . o r & . / \ v e v h r a u c h /

mailto:_Bruce_Weyhrauch@legis.scatc.ak.us
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22 February 2005

Alaska State Legislature 
do Representative Bruce Weyhrauch 
State Capitol, Room 421 
Juneau, Alaska 99801 
Attention: Terry Harvey

SUBJECT: Letter o f  Support tc House Resolution 8, In Support o f National Guard 
Programs

I am sending this letter o f support as the President of the Alaska National Guard Officer’s 
Association (ANGOA) for the cuncnt bill recognizing the service and sacrifices o f the 
members o f  the Alaska Army National Gua^u who are or will oe deployed around the 
world in support o f  the Global War on Terror, as well as other current Homeland Defense 
and Homeland Security missions.

The Alaska Army National Guard is at a historic pace o f operational deployments in both 
Federal and State status’ to protect Alaskans and Americans and any form of literal or 
functional support from our State is greatly appreciated and extremely important.

The effects on the morale of our soldiers and their families with formalized and heart-felt 
support for the unique sacrifices o f Alaska National Guardmembers is yet to be 
determined, but we can expect it to be acknowledged.

Thanks for your consideration in this and other matters o f support from the Alaska State 
Legislature on behalf of my fellow Alaska Guardsmen and Women.

Lieutenant Colonel 
President, ANGOA

(907) 428-6503
mike.bridgesffiak.ngb.anny.mil 
3026 Eaglek Bay Circle 
Anchorage, AK 99515

Sincerely,



20 January 2005

The Honorable Mr. Bruce W eyhrauch 
Alaska State Representative 
Juneau, Alaska

SU B JEC T: Operational Deploym ents of the Alaska N ational Guard

DEPLOYM ENT STRENGTH: The Alaska Army National Guard currently has over 250 
soldiers on Federal Active duty with approximately 170 of those involved in Operation 
Iraqi Freedom (OIF) or Operation Enduring Freedom (OEF) overseas. O ver 8C soldiers 
are on Federal Title X duty at Ft. Greely with the National M issile D efense security 
mission. 36 Soldiers have ju s t completed Federal Title X  duty of tw o years securing 
Kulis Air G uard Base and 67 Aviation Battalion soldiers recently returned from nearly a 
year in Kosovo.

PENDING MISSIONS: Current pending missions include an Aviation Com pany (UH60 
Blackhawk Helicopters) to O f f  late this Spring 2005 (18 m onths total Federal time), and 
beginning early Summer 2006 through Spring 2008, approxim ately 320 infantry soldiers 
will deploy to the Hom o f Africa (HOA) in support o f the G lobal W ar On Terror 
(GWOT) with two, 150-plus man unit rotations of 12 m onths "boots on the ground" time 
each rotation).

LENGTH O F MISSIONS: Army Guard missions are prim arily 12 months boots on the 
ground if part of OIF or O FF  for a total of 18 months with train up/m obil zation and 
demobilization time. O ther missions are generally from  6-12 months. Overseas 
deployment training m issions (ODT) are usually 3-4 weeks if outside Alaska. The Haiti 
mission is a Nation-Building/Humanitarian mission starting in February and running 
through June, with Aviation Platoons going for 3-4 week rotations covenng the duration.

WHERE THEY ARE FROM : These Army Guard Soldiers are from  com munities all over 
Alaska from Ketchikan to Barrow, and around the entire Rural periphery from  Kotzebue 
to Togiak, Kodiak, Kenai and throughout the Southeast.

TROOP BACKGROUND: In their civilian lives these soldiers are mechanics, truck 
drivers, cooks, business managers, small business owners, pilots, fisherm en, accountants, 
police, fire fighters, mill workers, salespeople, state and federal public em ployees, you 
name it, they are part of the civilian communities they com e from.

Point of Contact for this information is: Lieutenant Colonel M ike Bridges at (907) 428- 
6503, email: mike.bridgesCgal:.ngb.army.mil
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HOUSE BILL NO.

;; IN TH E LEGISLATURE O F T H E  STATE OF ALASKA

;! TW ENTY-FOURTH LEG ISLA TU RE - FIRST SESSION

I BY REPRESENTATIVE HARRIS

I Introduced:
Referred:
Funding Informatiou: General Fund $ -0-

!| Other Funds 6 0 0 ,0 0 0 ,0 0 0
|| Total S 6 0 0 ,0 0 0 ,0 0 0

A BILL 

FOR AN ACT ENTITLED 

I "An Act making an appropriation to the statutory budget reserve fund; making an 

appropriation under art. IX, sec. 17(c), Constitution of the State of Alaska, from the 

constitutional budget reserve fund; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. STATUTORY BUDGET RESERV E FUND, (a) C ontingent upon the 

approval o f an am endm ent to the Constitution of the State of A laska repealing the budget 

reserve fund established by art. IX, sec. 17, Constitution o f the State o f A laska, by a majority 

of the voters voting on the amendment at the 2006 general election, the sum o f  $600,000,000 

is appropriated to the budget reserve fund (AS 37.05.540) from the budget reserve fund (art. 

IX, sec. 17, Constitution o f the State o f Alaska).

(b) The appropriation made by this section is made under art. IX, sec. 17(c), 

Constitution of the State of Alaska.

* Sec. 2. LAPSE. The appropriation made by sec. 1 of this Act is for the capitalization o f a 

fund and does not lapse.

T-
New Texc Underlined [DELETED TEXT BRACKETED]



* Sec. \  This Act takes effect on the day after the date on which the election returns of the 

2006 general election are certified by the lieutenant governor.
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F is c a l  P r o i e d l t ie s  A c t i  37.05.540

i t e ly  nnd m a y  be a p p ro p r ia te d
ly.’

fa c i l i t ie s  m a in te n a n c e  a n d  con* 
1 7 .0 5 .6 6 0 , re m a in  “ a v a i la b le  fo r 
in th e  m e a n in g  o f  a r t ic le  IX . sec- 
A la s k a  C o n s t i tu t io n . H ic k e l v. 
2 I A la s k a  1 9 9 4 ) .

a  s p e c i e !  r e v e n u e  f u n d ,
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eral government under 42 
; amount deposited in the 
•ropriations before June 9,

nal Petroleum Reserve —

ic Development shall adopt 
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. 6508 within the National 
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ill submit to the legislature 

list of all municipalities 
s, a recommendation of the 
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the money in the National 
'ailable for appropriation by 
(c) of this section present 
om oil and gas development 
an initial appropriation be 

lomic Development to cover 
e available through supple- 
:ipated and the legislature 
to be meritorious, 
of this section only for the 

he oil and gas development
v e  —  A l a s k a :

ial public facilities by the

npality. 
>e

ality. n{
used for the retirement 

ind not appropriated
osited at the end of ea  ̂
ska permanent fund, an 
amounts remaining a

the deposits to the Alaska permanent fund and the public school trust fund may be 
appropriated to the power cost equalization and rural electric capitalization fund (AS 

)' 4 2 . 4 5 . 1 0 0 ) .  The amounts remaining after any appropriation to the power cost equaliza- 
. tion and rural electric capitalization fund shall lapse into the general fund for use by the 

state for the following facilities and services: planning; construction, maintenance, and 
operation of essential public facilities; and other necessary public services.

(h) Notwithstanding other provisions of law and unless expressly provided by the 
legislature in the appropriation item making the appropriation, an appropriation from 
the National Petroleum Reserve — Alaska special revenue fund shall, for the purposes of 

•J determining the funding sources for the appropriation be treated as though the 
appropriation takes effect in the fiscal year in which the appropriation passes the 
legislature. The authorization to expend funds appropriated from the fund shall take 
effect as otherwise provided by law. (§ 2 ch 94 SLA 1984; am §§ 2, 3 ch 53 SLA 1986; am 
|  2  ch 59 SLA 1992; am § 32 ch 32 SLA 1997; am § 2 ch 93 SLA 1999)

R e v i o o r ’s  n o te d . —  F o rm e r ly  A S  3 7 .2 5 .0 4 0 . R e ­
num bered  in  1 9 8 8 .

In  1 9 9 9  in  fc) o f  th is  sec t io n , “ C om m un ity  an d  
Econom ic D e v e lo p m e n t"  w as su b s t itu te d  fo r  “ C o m m u ­
nity a n d  R e g io n a l A f fa ir s "  in  acco rd ance  w ith  
§ 9 l ( a  K 9 ), ch . 5 8 . S L A  1 9 9 9 , an d . in  (d  t o f  th is  sec tion . 
'C om m u li t y  a n d  E con om ic  D e v e lo p m en t"  w as s u b s t i­
tuted fo r  "C om m u n ity  an d  R eg io n a l A f fa ir s ”  to  c o rre c t 
t  m a n ife s t e r r o r  in e n a c tm en t by  th e  om iss io n  o f  
re ference ‘.o  A S  3 7 .0 5 .5 3 0 (d )  in 3 9 1 (a X 9 ) . ch. 5 8 , S L A  
1999.

In 2 0 0 4 , in  (c ) a n d  (d ) o f  th is  sec t io n , “ D e p a r tm e n t o f

C o m m u n ity  a n d  E con om ic  D e v e lo p m e n t”  w as 
ch ang ed  to  “ D e p a r tm e n t  o f  C om m e rc e , C om m u n ity , 
and  E con om ic  D e v e lo p m e n t” , in  a cco rd ance  w ith  5 3 , 
ch . 4 7 . S L A  2 0 0 4 .

C r o s s  r e f e r e n c e s ,  —  F o r  le g is la t iv e  fin d in g s  in 
c on n ec tio n  w ith  th e  1 9 8 4  a n d  1 9 8 6  A cta , see  § 1 , ch. 
9 4 , S L A  1 9 8 4 , a n d  § 1, ch. 5 3 , S I A  1 9 8 6 , re sp e c t iv e ly , 
in  th e  T e m p o ra ry  a n d  S p e c ia l A cts; fo r  le g is la t iv e  
p u rp o se  in  con n ec tio n  w ith  th e  e n a c tm en t o f ( h )  o f  th is  
sec t io n , see  § 1, ch . 5 9 , S L A  1 9 9 2  in  th e  T em p o ra ry  
and  S p e c ia l A cts.

S e c .  3 7 . 0 5 . 5 4 0 .  B u d g e t  r e s e r v e  f u n d ;  a p p r o p r i a t i o n  l i m i t ,  (a) ’’’here is estab­
l i s h e d  as a separate fund in the state treasury the budget reserve fu.id. The budget 

r v e  fund consists of appropriations to the fund. Money received by the state that is 
ject to the appropriation limit under (b) of this section and that exceeds that limit, 

.may be appropriated to the budget reserve fund.
(b) Except for appropriations to the permanent fund or for Alaska permanent fund 

dividends, appropriations to the budget reserve fund, appropriations of revenue bond 
eds, appropriations required to pay the principal and interest on general obligation 

ids, and appropriations of money received from a nonstate source in trust for a specific 
>se, including revenue of a public enterprise or public corporation of the state that 

es revenue bonds, appropriations from the ment ll health trust settlement income 
unt (AS 37.14.036), and appropriations made to the mental health trust fund (AS 

1 4 . 0 3 1 ) ,  appropriations from the treasury made in a fiscal year may not exceed 
priations made in the preceding fiscal year by more than five percent plus the 
;e in population and inflation since the beginning of the preceding fiscal year. For 
ses of applying this limit an appropriation is considered to be made in the fiscal 

in which it is enacted and a reappropriation remains attributed to the fiscal year in 
'hich the original appropriation is enacted. The determination of the change in 

'ulation for purposes of this subsection shall be based on an annual estimate of 
ulation by the Department of Labor and Workforce Development. The determination 

t h e  change in inflation for purposes of this subsection shall be based on the Consumer 
ce  Index for all urban consumers for Anchorage prepared by the United States Bureau 
Labor Statistics. The amount of money received by the state that is subject to the 

priation limit includes the balance in the general fund carried forward from the 
ing fiscal year.

If the legislature determines that the money subject to the appropriation limit 
. **eived by the stale in a fiscal year is less than the maximum permitted to he 

*Ppropriated under (hi of this section, up to 25 percent of the balance of the budget 
*e*erve fund may be appropriated to the general fund.
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id) The Department of Revenue shall manage and invest assets of the budget resei 
fund in the manner set out for the management and investment of the assets of 
general fund under AS 37.10.070. Income from investment of the budget reserve 
may be appropriated to the fund each year by law.

(e) Notwithstanding other provisions of this section, appropriations may be made I 
the budget reserve fund needed by the governor to meet a disaster. In this subse 
“disaster” has the meaning given in AS 26.23.900. (§ 1 ch 58 SLA 1986; am § 6 ch 66! 
1991)

R * " « K o r ’» n o t e s .  —  F o rm e r ly  A S  3 7 .0 5 .1 5 6 . R e ­
n u m b e re d  in  1 9 8 8 .

In  1 9 9 6 . in  6u b s m io n  (b )  o f  th is  sec tion , “m e n ta l 
h e a lth  t r u s t  s e t t lem e n t in com e a c cou n t”  w a s  s u b s t i­
tu te d  fo r  “ m e n ta l h e a lth  t r u s t  in com e a c cou n t”  p u rsu  
a n t  to sec. 17 , ch . 1, S S S L A  199-1.

In  1 9 9 9 , in  (b )  o f  th is  sec tion , “ D e p a r tm e n t o f  
L a b o r"  w as  ch anged  to re a d  “ D e p a r tm e n t o f  L a b o r

an  1 W o rk fo rc e  D e v e lo p m e n t”  in  a c co rd an ce  w ith  {  gn  ' 
ch . 5 8 . S L A  1 9 9 9 .

O p i n i o n s  o f  a t t o r n e y  g e n e r a l .  —  A rtic le  
sec tion  17 o f  th e  A la s k a  c o n s t itu t io n  d id  n o t  rep ea l thg j  
s t a tu t o r y  b u d g e t re s e rv e  fu n d  e s ta b lis h e d  by th i* < 
sec t io n  an d  th e  s ta tu t o r y  fu n d  c o n t in u e s  in  effec t un til • 
am ended  o r  re p e a le d  by  th e  le g is la tu re . 1 9 9 2  Op. A ttV  | 
G en . N o . 1

N O T E 8  T O  D E C IS IO N S

C i t e d  in  H ic k e l v. C ow per. 8 7 4  P .2d  9 2 2  (A la s k a  
1 9 9 4 ).

S e c .  3 7 . 0 5 . 5 5 0 .  A l a s k a  m a r i n e  h i g h w a y  s y s t e m  v e s s e l  r e p l a c e m e n t  f u n d .
(a) There is in the general fund the Alaska marine highway system vessel replacement 
fund. The fund consists of money appropriated to it by the legislature. Money appropri* 
ated to the fund does not lapse. The Department of Revenue shall manage the fimd. 
Interest received on money in the fund shall be accounted for separately and may be 
appropriated into the fund annually. The legislature may appropriate money from the 
fund for refurbishment of existing state ferry vessels, acquisition of additional state ferry 
vessels, or replacement of retired or outmoded state ferry vessels.

(b) [ S e e  c o n d i t i o n a l  a m e n d m e n t  n o t e . ]  The legislature may appropriate to the 
fund money received by the state as Alaska marine highway system program receipts o r  
from a settlement or final judicial determination of the Dinkum Sands case (United 
States v. Alaska) and the North Slope royalty case (State v. Amerada Hess, et al.) and n o t  
deposited into the Alaska permanent fund under AS 37.13.010(a)(1) or into the public 
school trust fund under AS 37.14.150.

(c) The Department of Revenue shall prepare a written report, no later than the 10th 
legislative day of each regular legislative session, regarding the earnings of the Alaska 
marine highway system vessel replacement fund during the prior fiscal year and 
projected earnings of the Alaska marine highway system vessel replacement fund for the 
current fiscal year and the next fiscal year. The Department of Revenue shall notify the 
legislature that the report is available. (§ 1 ch 145 SLA 1990; am § 2 ch 62 SLA 1992; am 
§ 59 ch 21 SLA 1995; am § 1 ch 22 SLA 2003)

C o n d i t i o n a l  a m e n d m e n t  o f  s u b s e c t i o n  (b ) .  —
U n d e r  § 2 , ch. 2 2 , S L A  2 0 0 3 , su b sec tion  (b ) is 
am ended  to  re a d  as fo llow s : “ (b ) T h e  le g is la tu re  m ay  
a p p ro p r ia te  to  th e  fu n d  m oney  rece ived  by th e  s t a le  as 
A la s k a  m a r in e  h ig hw ay  sy s tem  p ro g ram  re c e ip ts  o r  
f rom  a  s e t t lem e n t o r  fin a l ju d ic ia l d e te rm in a t io n  o f  
th e  D in k u m  S a n d s  c a se  ( U n ite d  S ta te s  v. A la s k a ) and  
th e  N o r th  S lo p e  ro y a lt y  case (S t a te  v. A m e ra d a  H e ss , 
et a l . )  an d  n o t  d ep os ited  in to  th e  A la s k a  p e rm an e n t 
fu n d  u n d e r A S  3 7 .1 3 .OHMaM I )  o r  < 2 ) o r  in to  the  p ub lic  
-c h o o l t ru s t  fu n d  u n d e r  A S  3 7 .1 4  1 5 0 ."  As o f  J u ly  
2 0 0 4 , th is  c on tin g en cy  h ad  n o t o c cu rred .

U n d e r  § 5 (a ) ,  ch. 2 2 , S L A  2 0 0 3 , th is  am en d m en t o f  
su b se c tion  • b • ta k e s  e ffe c t i f  th e  c om m iss io n e r o f  
re v e n u e  d e te rm in e s  th a t  “ th e  am ou n t b y  w h ich  each

p e rm u n en t fu n d  d iv id en d  is reduced  as a r e s u lt  o f  the  
a m en d m en t to A S  3 7 .1 3  0 1 0 (a )  (by § 3 , ch . 2 2 , S LA  
20031  . . . w hen c om pa red  to  w ha t th e  am o u n t o f  each 
d iv id en d  w ou ld  h a v e  been  fo r  t h a t  y e a r  h ad  the 
am e n d m e n t to IA S  3 7 .1 3 .0 1 0 (a )  b y  § 3 , ch . 2 2 , S LA  
2 0 0 3 1 . . . n o t ta k e n  e ffe c t"  e q u a ls  o r  exceeds $ 2 0 . fb e  
c om m is s io n e r o f  re v e n u e  is  to m a k e  th e  c a lc u la t io n  
“ lb ]e fo re  O c tob e r 1 o f  each  y e a r | . | ” .

T h e  c a lc u la t io n  m ade  u n d e r § 5 , ch . 22 . ’■> I .A 200 3  
fo r  th e  y e a r  2 0 0 4  in d ic a te s  th a t  th e  c on d it io n a l 
am en d m en t d id  n o t  ta k e  e ffe c t d u r in g  2 0 0 4 .

C r o s s  r e f e r e n c e s .  —  F o r  A la s k a  M a r in e  H ighw ay  
S y s tem  F u n d  a n d  budge t, see A S  1 9 .6 5 .0 5 0  —  
1 9 .6 5 .1 0 0 ,

E f f e c t  o f  a m e n d m e n t s .  —  T he  2 0 0 3  am endm en t ,

^ i v r  A u g u s t 16. 2 0 0 3 . d e leU  
J® * 37 l 3 .0 10 ( a ) (  I f  n e a r  th e  c m

C o n s t i t u t i o n a l  a v a i l a b i l i t y
F u n d s  w h ic h  re q u i re  fu r t h e r  li 

yon b e fo re  e x p e n d i tu r e s  can  be 
s vm ln b le  fo r  a p p ro p r ia t io n  

energy fu n d . A S  3 7 .0 5 .3 2 0 ,  th e  i 
way sy s tem  v e s s e l re p la c em en t

Sec. 37.05.560. E duca
(a) The educational facili 
separate fund in the gene
(b) The educational fad 

the Department of Reven 
37.10.071. Monev in tlie f

(1) to finance the desigi
(2) for maintenance of
(c) Appropriations from 

s u b je c t  to AS 14.11.008. (■

R v v i s o r ’s  n o t e s .  —  E n a c te d  
num bered  in  1 9 9 3 .

E d i t o r ' s  n o t e s .  —  S e c t io n  2!

C o n s t i t u t i o n a l  a v a i l a b i l i t y
— F u n d s  w h ic h  re q u ire  fu r t h e r  
tion b e fo re  e x p e n d i tu re s  can  b  
arc a v a i la b le  fo r  a p p ro p r ia t io  
energy fu n d . A S  3 7 .0 5 .5 2 0 ,  th e  
way s y s tem  v e s s e l re p la c em e n

Sec. 37.05.570. A lask
account in the general fui 

II) payments made tt 
occupant of a covered bui 
tion for costs of the occu| 

(2) appropriations to t
(b) Beginning with the 

annual basis and under A 
amounts from the Alask 
pay use, management, op 
covered buildings manag

(c) Appropriations to t 
and do not lapse under I

I d )  The unexpended i 
public building fund lapi 
year for which it was ap 

fe) Nothing in this se- 
fund from the requireme 
for a specific purpose.

if) In this section, “co\ 
the responsibility for ope 
Department of Administ
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SPONSOR STATEMENT

COM M ITTEE SUBSTITUTE for 
HOUSE JO INT RESOLUTION 12 (W&M) 

CONS1TUTIONAL AMENDMENT: BUDGET RESERVE FUND REPEAL

In 1990, the Constitutional Budget Reserve was established to provide cash to fund state 
government during times when low oil prices caused revenues to fall short of 
expenditures. It was funded by proceeds of settlements of tax and royalty disputes with 
the oil companies. Most of these large disputes have been settled and little additional 
dedicated revenue is expected anytime in the future.

Theoretically, the CBR should grow in size because the account is to be repaid when 
revenues exceed expenditures. To date, this has not occurred. The cumulative draw has 
been over $5 billion.

By repealing this amendment, there is no longer a need for a three-quarter vote whenever 
additional funds are needed to balance our budget. Also, elimination of this amendment 
will help facilitate the development of a fiscal plan that will allow the legislature to 
balance a budget on a year-to-year basis with known anticipated revenues.

As written within the resolution, funds from the CBR would be placed into a capital 
construction permanent fund. Appropriations from the fund are to be made on a percent 
of market value method with no more than five per cent of the average of the fiscal year 
end market values of the fund for the first five of the preceding six years.

The state needs a long term fiscal plan and the first step should be the repeal of the 
constitutional budget reserve fund amendment.
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Appendix  A. S t a te  B u d g e t  S tab il iza t ion  Funds

T h e  s ta te s  o f A rk a n s a s , th e  D is tr ic t  o f  C o lu m b ia , H a w a ii, I ll in o is , M o n ta n a , a n d  

O re g o n  d o  n o t  h a v e  b u d g e t re s e rv e  fu n d s .

Alabama
Education Proration Prevention Fund (Statutory}
M e t h o d  f o r  d e p o s i t :  A u to m a tic  a p p ro p r ia tio n  o f $ 2 1 M  Ir. th e  firs t  y e a r  ( fo llo w in g  

th e  fu n d 's  d e p le t io n )  a n d  $ 8 M  th e r e a fte r  u p  to  $ 7 5 M . A u to m a tic  a p p ro p i la t io n  ca n  

b e  w r iv e d  v ia  e m e rg e n c y  r e s o lu tio n .

M e t h o d  f o r  w i t h d r a w a l :  D e c la ra tio n  o f p ro ra tio n  b y  g o v e rn o r, o r d e c la ra tio n  o f  

e m e rg e n c y  b y  le g is la tu r e  w ith  a 2 / 3  v o te .

Alaska
Budget Reserve Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  By a p p r o p r ia t io n .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p r o p r ia t io n .

Constitutional BudgetR eser/e Fund (C o n s t itu t io n a l)

M e t h o d  f o r  d e p o s i t :  M in e ra l l it ig a t io n /d is p u te  s e tt le m e n ts .

M e t h o d  f o r  w i t h d r a w a l :  1 ) I f  th e  a m o u n t  a v a ila b le  fo r a p p r o p r ia tio n  fo r  a fiscal 

ye a r Is less th a n  th e  a m o u n t  a p p ro p r ia te d  fo r  th e  p r e v io u s  fiscal y e a r ;  2 )  fo r  a n y  

p u b lic  p u rp o s e  w ith  a 3 /4  v o te .

Arizona
Budget Stabilization Fund ( S t a t u t o r y )

M e t h o d  f o r  a e p o s i t :  B y a p p r o p r ia t io n  ( a m o u n t  d e te r m in e d  b y  fo r m u la  c o m p a r in g  

real, a d ju s te d  A r iz o n a  p e rs o n a l in c o m e  g ro w th  to  7 y e a r  t r e n d ) ;  fu n d  c a p p e d  at 5 

pe rc e n t o f p r io r  y e a r  G F  re v e n u e .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p r o p r ia t io n  ( a m o u n t  d e te r m in e d  b y  fo r m u la ) ;  2 /3  

v o te  is re q u ire d  to  w a iv e  fo r m u la -d e te r m in e d  w ith d ra w a l.

California
Special Fund for Economic Uncertainties (S ta tu to r y )

M e t h o d  f o r  d e p o s i t :  Y e a r -e n d  s u rp lu s  o r b y  a p p r o p r ia tio n .

M e t h o d  f o r  w i t h d r a w a l :  1) T r a n s fe r  b y  c o n tro lle r  to  c o v e r  r e v e n u e  s h o rtfa ll o r 

o th e r  G F  d e fic ie n c y ; 2 )  D ire c to r  o f  fin a n c e  can a llo c a te  fu n d s  fo r  d is a s te r  r e lie f  (w ith  

n o tific a tio n  to  th e  J o in t L e g is la tiv e  B u d g e t C o m m it te e ) .

Colorado
Reqt ired Reserve  (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  4  p e rc e n t o f G F  a p p ro p r ia tio n s .

M e t h o d  f o r  w i t h d r a w a l :  A j t o m a t ic  e x p e n d it u r e  w h e n  r e v e n u e  e s t im a te s  fa ll belov 

ta rg e ts ; fu n d  c a n  o n ly  b e  u se d  to  c o v e r  a p p r o p r ia tio n s  a lr e a d y  a u th o r iz e d . ( I f

C o n te n ts

•  A labam a, Alaska, Arizona, 
California, Colorado

•  Connecticut, Delaw are, Florida, 
Georgia

•  Idah o, Ind iana , Iow a, Kansas, 
Kentucky

•  Louisiana, M aine, Maryland, 
M assachusetts, Michigan

•  Mississippi, M issouri, Nebraska, 

Nevada, New H am pshire

•  New Jersey, New  Mexico, New 
York, North Carolina, North 

Dakota

•  Ohio, O klaho m a, Pennsylvania, 
Puerto Rico, R hode Island

•  South Carolina, South D akota, 
Tennessee, Texas, Utah

•  V e rm on t, Virginia, W ashington, 

W est Virginia, W isconsin, 
W yo m in g

R ainy Day Funds in o th e r states

h r t n 7 / w w w
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e c o n o m ic  c o n d it io n s  re q u ire  e x p e n d itu r e s  fro m  t h e  fu n d , th e  g o v e rn o r  m u s t  d e v e lo p  

a p la n  th a t  w o u .d  m a in ta in  th e  re s e rv e  a t  n o  le s s  th a n  2 p e rc e n t. T h *  p la n  Is s u b je c t 

to  le g is la t iv e  m o d if ic a t io n .)

Connecticut
Budget Reserve Fund ( S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  Y e a r -e n d  s u rp lu s : fu n d  c a p p e d  a t 5 p e rc e n t o f  n e t  G F  

a p p r o p r ia tio n s  fo r th e  fisc a l y e a r  in  p ro g re s s .

M e t h o d  f o r  w i t h d r a w a l :  A u to m a tic  a p p r o p r ia t io n  to  c o v e r  b u d g e t d e fic it  to  th e  

e x te n t  th a t  fu n d s  a re  a v a ila b le .

Delaware
Budget Reserve Account (C o n s t itu t io n a l)

M e t h o d  f o r  d e p o s i t :  A u to m a tic  d e p o s it  fr o m  p re v io u s  y e a r 's  u n e n c u m b e r e d  fu n d s ; 

fu n d  c a p p e d  a t  5 p e rc e n t o f  e s t im a te d  G F  r e v e n u e s

M e t h o d  f o r  w i t h d r a w a l :  B y  a p p ro p r ia tio n  to  c o ve r b u d g e t d e fic it o r to  c o m p e n s a te  

fo r r e v e n u e  r e d u c tio n s ; re q u ire s  3 / 5  v o te .

Florida
Working Capital Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  Y e a r -e n d  s u rp lu s  u n t il fu n d  re a c h e s  m in im u m  le v e l o f  5 

p e rc e n t o f  n e t  G F r e v e n u e  fo r th e  p r e v io u s  fisc a l y e a r ;  fu n d  c a p p e d  a t 10 p e rc e n t. 

M e t h o d  f o r  w i t h d r a w a l :  B y a p p ro p r ia tio n  w h e n  g o v e rn o r  d e c la re s  an  e m e rg e n c y .

Budget Stabilization Fund ( S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  A u to m a tic  d e p o s it  b e g in n in g  in  FY 1 9 9 5  e q u a l to  1 p e rc e n t o f  

p re v io u s  y e a r 's  G F  r e v e n u e  c o lle c tio n s , in c re a s in g  e a c h  y e a r  u n til th e  re s e rv e  

re a c h e s  m in im u m  i^ v e l o f  5 p e rc e n t ( in  FY 1 9 9 9 );  p rin c ip a l fu n d  b a la n c e  c a p p e d  a t 

10 p e rc e n t .

M e t h o d  f o r  w i t h J . a w a l :  B y e x e c u t iv e  tr a n s fe r  w h e n  re v e n u e  c o lle c tio n s  in  th e  

g e n e ra l r e v e n u e  fu n d  w ill be in s u fflc ie n t  to  m e e t  g e n e ra l re v e n u e  fu n d  

a p p ro p r ia tio n s .

Georgia
Revenue Shortfall Reserve  ( S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  Y e a r -e n d  s u rp lu s ; fu n d  c a p p e d  a t 3 p e rc e n t o f  n e t  r e v e n u e  

c o lle c tio n s.

M e t h o d  f o r  w i t h d r a w a l :  B y a p p r o p r ia tio n .

Idaho
Budget Reserve Account ( S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B . a p p r o p r ia t io n .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p ro p r ia tio n .

Indiana
Counter-Cyclical Revenue and Economic Stabilization Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  S ta tu to r y  fo r m u la  tr ig g e re d  w h e n  th e  a n n u a l g r o w th  r a te  in 

a d ju s te d  p e rs o n a l In c o m e  e x c e e d s  2 p e rc e n t; fu n d  c a p p e d  a t 7 p e rc e n t o f s ta te  G F 

re v e n u e .

M e t h o d  f o r  w i t h d r a w a l :  S ta tu to r y  fo r m u la  tr ig g e re d  w h e n  th e  a n n u a l g r o w th  n ^ e  

In a d ju s te d  p e rs o n a l in c o m e  is le s s  th a n  a n e g a tiv e  2  p e rc e n t.
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Iowa
Cash Reserve Fund ( S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B y a p p r o p r ia t io n  w h e n  th e r e  Is a y e a r -e n d  G F  s u r p lu s ; fu n d  

c a p p e d  a t 5 p e rc e n t o f  th e  a d ju s te d  G F  r e v e n u e  e s t im a te  fo r  th e  c u rre n t fis c a l y e a r. 

M e t h o d  f o r  w i t h d r a w a l :  B y  a p p r o p r ia t io n  fo r  n o n -r e c u r r in g  e m e rg e n c y  

e x p e n d itu r e s ; re q u ire s  3 / 5  v o te  if  th e  fu n d 's  b a la n c e  d ro p s  to  less th a n  3 p e rc e n t o f 

th e  a d ju s te d  r e v e n u e  e s t im a te  fo r  th e  y e a r  in  w h ic h  th e  a p p r o p r ia t io n  Is m a d e .

Economic Emergency Fund ( S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B y a p p r o p r ia t io n  w h e n  th e re  is a y e a r -e n d  G F  s u r p lu s ; fu n d  

c a p p e d  a t 5 p e rc e n t o f  th e  a d ju s te d  r e v e n u e  e s t im a te  fo r th e  c u rre n t fiscal y e a r. 

M e t h o d  f o r  w i t h d r a w a l :  B y  a p p r o p r ia t io n  fo r  e m e rg e n c y  e x p e n d itu r e s .

Kansas
B rdget Stabilization Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  F u n d e d  b y  a o n e - t im e  fe d e ra l d is p r o -p o r t io n a te  s h a re  

w in d fa ll;  fu n d  e x p e c te d  to  b e  d e p le te d  b y  ‘ h e  e n d  o f  FY 1 9 9 6 .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p r o p r ia t io n .

Kentucky
Budget Reserve Trust Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B y a p p r o p r ia ‘ io n ;  fu n d  c a p p e d  a c c o rd in g  to  p r o v is io n s  In th e  

b ie n n ia l b u d g e t act.

M e t h o d  f o r  w i t h d r a w a l :  A llo t te d  b y  q o v e r n o r  to  m e e t  a r e v e n u e  s h o rtfa ll;  2 

g o v e rn o r  m u s t  n o t ify  le g is la tu r e . (C o n d it io n s  g o v e r n in g  th e  u s e  o f th e  fu n d  a re  

a tta c h e d  to  its  a p p r o p r ia t io n  e v e ^ y  tw o  y e a rs . A t th e  e n d  o f  th e  b ie n n iu m , th e  fu n d  

lap ses a n d  h a s  to  b e  r e c re a te d . T h e  s ta te  a ls o  h a s  c re a te d  In th e  g e n e ra l fu n d  th e  

S u rp lu s  F u n d  A c c o u n t. N o  e x p e n d itu r e s  m a y  b e  m a d e  fr o m  th e  a c c o u n t u n le s s  

a p p ro p r ia te d  b y  th e  le g is la tu r e , o r u n le s s  re q u ire d  b y  th e  b u d g e t re d u c tio n  

p ro v is io n s  o f  th e  b u d g e t b il l. )

Louisiana
Rf venue Stabilization  - Mineral Trust Fund (C o n s t itu t io n a l)

M e t h o d  f o r  d e p o s i t :  A u to m a t ic  d e p o s it  o f  r e v e n u e s  e x c e e d in g  S 7 5 0 M  fro m  ta x e s  

o n  th e  p ro d u c tio n  o f, o r  e x p lo r a t io n  fo r, m in e r a ls .  W ith  s o m e  lim ita t io n s ,  th e  $ 7 5 0 M  

b a s e  m a y  b e  in c re a s e d  e v e r y  10  y e a r s , b e g in n in g  in t h e  y e a r  2 0 0 0 ,  b y  a law  

e n a c te d  b y  a 2 / 3  v o te .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p r o p r ia t io n ,  n o t  to  e x c e e d  o n e - th ir d  o f  th e  fu n d  a n d  

re q u ir in g  a 2 / 3  v o te  w h e n : 1) th e  o ffic ia l fo re c a s t fo r  a fisc a l y e a r  is le s s  th a n  

re v e n u e s  re c e iv e d  b y  th e  s ta te  In th e  p re c e d in g  fisc a l y e a r ,  2 )  i f  a d e fic it  fo r  th e  

c u rre n t fisc a l y e a r  Is p r o je c te d  d u e  to  a d e c re a s e  In th e  o ffic ia l fo re c a s t.

Maine
Rainy Day Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  T r a n s fe r  fr o m  t h e  G F  u n a p p r o p r ia te d  s u r p lu s ; fu n d  c a p p e d  a t 

4  p e rc e n t o f  to ta l G F  r e v e n u e s  re c e iv e d  in  th e  im m e d ia t e ly  p re c e d in g  fis c a l y e a r .  

M e t h o d  f o r  w i t h d r a w a l :  S u b je c t  to  a n n u a l le g is la t iv e  d e lib e r a tio n s .  (A c c o rd in g  

s ta tu te , a p p r o p r ia t io n s  m a y  b e  m a d e  b y  a 2 / 3  v o te  o f  t h e  le g is la tu r e  u p o n  

re c o m m e n d a tio n  o f  th e  g o v e r n o r ,  b u t o n ly  fo r  p r e p a y m e n t  o f  o u ts ta n d in g  G F  b o n d s  

o r fo r  m a jo r  c o n s tru c tio n . In  p ra c tic e , h o w e v e r ,  th e  le g is la tu r e  h a s  e n a c te d  

e x c e p tio n s  to  th e  s ta tu te  to  u s e  th e  fu n d s  as n e e d e d  fo r  e m e rg e n c ie s , d is a s te r s , o r 

o th e r  e x p e n d itu r e s  d e e m e d  n e c e s s a r y .)
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Maryland
Revenue Stabilization Account (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B y a p p r o p r ia t io n . B e g in n in g  In F Y  1 9 9 5 , th e  g o v e r n o r  s h a ll 

In c lu d e  In th e  b u d g e t b ill an  a p p r o p r ia tio n  e q u a l to  a t  le a s t th e  le s s e r o f  $ 5 0 M  o r  th e  

a m o u n t  n e c e s s a ry  fo r  th e  fu n d  b a la n c e  to  e x c e e d  5 p e rc e n t o f  e s t im a te d  G F 

re v e n u e s  fo r  th e  fiscal y e a r .

M e t h o d  f o r  w i t h d r a w a l :  T ra n s fe rre d  b y  g o v e r n o r  if  a u th o r iz e d  b y  a n  a c t o f  th e  

G e n e ra l A s s e m b ly  o r s p e c if ic a lly  a u th o r iz e d  in  th e  s ta te  b u d g e t b ill as  e n a c te d ; 

a m o u n t  o f  tra n s fe r is re d u c e d  b y  a m o u n t  o f  g e n e ra l fu n d  b u d g e t re d u c tio n s  m a d e  b y  

le g is la tu re .

Massachusetts
Commonwealth Stabilization Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s it :  A fte r  th e  y e a r -e n d  G F  c o n s o lid a te d  n e t s u rp lu s  is d e te r m in e d , 

a p o rtio n  ca n  b e  u se d  a s  g e n e ra l r e v e n u e  In th e  c u rre n t fiscal y e a r. O f  th e  r e m a in in g  

s u rp lu s , 6 0  p e rc e n t is tr a n s fe r r e d  to  th e  s ta b iliz a t io n  fu n d ; fu n d  c a p p e d  a t  5 p e rc e n t 

o f  c u rre n t fiscal y e a r  r e v e n u e s .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p r o p r ia t io n :  1) to  m a k e  u p a n y  d iffe re n c e  b e tw e e n  

a c tu a l s ta te  re v e n u e s  a n d  a llo w a b le  s ta te  r e v e n u e s  w h e n  a c tu a l re v e n u e s  fa ll b e lo w  

th e  a llo w a b le  a m o u n t ;  2 )  to  re p la c e  th e  s ta te  a n d  local lo ss  o f  fe d e ra l fu n d s ; 3 )  fo r  

a n y  e v e n t  th a t  th re a te n s  th e  h e a lth , s a fe ty  o r  w e lfa r e  o f  th e  p e o p le  o r  th e  fiscal 

s ta b ility  o f  th e  s ta te .

Michigan
Countercyclical Budget & Economic Stabilization Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  S ta tu te  re q u ire s  a p p r o p r ia t io n  o f a n  a m o u n t  e q u a l to  (a n n u a l 

g ro w th  ra te  Ip  rea l p e rs o n a l in c o m e  in  e x c e s s  o f  2 p e rc e n t)  X  ( to ta l G F  r e v e n u e s  fo r  

th e  fiscal y e a r  e n d in g  In th e  c u rre n t c a le n d a r  y e a r ).

M e t h o d  f o r  w i t h d r a w a l :  I f  a n n u a l g ro w th  ra te  in  re a l pe jo n a l in c o m e  is n e g a tiv e ,  

w ith d ra w a l e q u a ls  d e fic ie n c y  m u lt ip lie d  b y  th e  to ta l G F  re v e n u e s  fo r  th e  fisc a l y e a r  

e n d in g  In th e  c u rre n t c a le n d a r  y e a r , b u t n o  m o re  th a n  n e e d e d  to  b a la n c e  th e  

b u d g e t.

Minnesota
Budget & Economic Stabilization Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B y s u rp lu s  u n til th e  to ta l a m o u n t  in  th e  a c c o u n t e q u a ls  5 

p e rc e n t o f  to ta l G F  a p p r o p r ia tio n s  fo r  th e  c u r r e n t  b ie n n iu m . R e s to ra tio n  o f  th e  

re s e rve  s h o u ld  o ccu r w h e n  o b je c tiv e  m e a s u re s , s u c h  a s  in c re a s e d  g r o w th  In to ta l 

w a g e s , re fle c t u p tu rn s  in  th e  sp ate's e c o n o m y . (B e g in n in g  J u ly  1, 1 9 9 3 , fo re c a s t 

u n re s tr ic te d  b u d g e ta ry  G F  b a la n c e s  w e re  f ir s t  a p p ro p r ia te d  to  re s to re  th e  b u d g e t 

re s e rv e  a n d  ca sh  flow  a c c o u n t to  $ 5 0 0 M . A s o f  lu ly  1, 1 9 9 5 , $ 1 8 0 M  o f  th e  a c c o u n t 

w as d e d ic a te d  to  e le m e n ta r y  a n d  s e c o n d a ry  e d u c a tio n .)

M e t h o d  f o r  w i t h d r a w a l :  B y  tr a n s fe r  a u th o r iz e d  b y  th e  c o m m  .s io n e r  o f  f in a n c e , 

w ith  a p p ro v a l o f  th e  g o v e r n o r  a n d  in  c o n s u lta t io n  w ith  th e  L e g is la tiv e  A d v is o r y  

C o m m is s io n , w h e n : 1) a n e g a t iv e  b u d g e ta r y  b a la n c e  Is p ro je c te d  a n d  w h e n  

o b je c tiv e  m e a s u re s  (s u c h  as re d u c e d  g ro w th  in  to ta l w a g e s )  re fle c t d o w n tu r n s  in  th  : 

s ta te 's  e c o n o m y ; 2 )  p ro b a b le  re c e ip ts  fo r t h e  G F  w ill b e  less th a n  a n tic ip a te d  a n d  

th e  a m o u n t  a v a ila b le  fo r  th e  re s t o f  th e  b ie n n iu m  w ill b e  in s u ffic ie n t.

Mississippi
Working Cash Stab'lization Reserve Fund (Statutory)



Rainy Day Funds: State budget Stabilization Funds Page 5 o f  10

M e t h o d  f o r  d e p o s i t :  Y e a r -e n d  s u rp lu s  u n til th e  fu n d  re a c h e s $ 4 0 M ; th e re a fte r , 5 0  

p e rc e n t o f  th e  u n e n c u m b e r e d  G F  cash b a la n c e  u n til th e  fu n d  re a c h e s 7 .5  p e rc e n t o f 

G F  a p p ro p r ia tio n s .

M e t h o d  f o r  w i t h d r a w a l :  T ra n s fe r  b y th e  e x e c u tiv e  d ire c to r o f th e  D e p a r tm e n t o f 

F in a n c e  & A d m in is tr a t io n :  1) to  m e e t c a s h -flo w  n e e d s  (b o rro w e d  fu n d s  m u s t  b e  

re p a id  w ith in  th e  s a m e  fisc a l y e a r ) ;  2 )  to  c o v e r d e fic its  (u p  to  S 5 0 M  In a n y  o n e  fisc a l 

yr*a r); to  p r o v id e  fu n d s  fo r d is a s te r  a s s is ta n c e .

Missouri
Budget Stabilization Fund (S ta tu to r y )

M e t h o d  f o r  d e p o s i t :  B y  a p p r o p r ia t io n ; fu n d  Is n o t  to  e x c e e d  5 p e rc e n t o f  th e  

re c e ip ts  in to  th e  G F  fo r  th e  p ro c e e d in g  fisc a l y e a r.

M e t h o d  f o r  w i t h d r a w a l :  B y a p p ro p r ia tio n  to  th e  g o v e rn o r  to  m e e t b u d g e t 

s h o rtfa lls . (T h e  G e n e ra l A s s e m b ly  m a y  a p p ro p r ia te  to  th e  g o v e r n o r  a n y  p o rtio n  o f 

th e  e x is tin g  b a la n c e  to  c o v e r  b u d g e t s h o rtfa lls .  A lso , in a n y  ye a r in  w h ic h  th e  

g o v e r n o r  fin d s  it  n e c e s s a ry  to  w ith h o ld  a p p ro p r ia te d  fu n d s , th e  g o v e rn o r  m a y  o rd e r  

th e  c o m m is s io n e r  o f  a d m in is tr a t io n  to  m a k e  tra n s fe rs  fro m  th e  f u r  l  to  fu lfill 

e x p e n d itu r e s  a u th o r iz e d  b y  a p p ro p r ia tio n . T h e  g o v e r n o r  m u s t  n o t ify  th e  G e n e ra l 

A s s e m b ly  o f  h is  in te n t  to  m a k e  su c h  an  a u th o r iz a t io n ;  a n d , if  n o t d is a p p ro v e d  b y 

c o n c u rre n t r e s o lu t io n  w ith in  3 0  d a y s  o f  th e  re c e ip t o f  su ch  n o tic e  b y  th e  G e n e ra l 

A s s e m b ly , th e  a u th o r iz a t io n  Is c o n s id  -ed v a lid . F u rth e r, th e  G e n e ra l A s s e m b ly  s h a ll 

n o t  a p p ro p r ia te  m o n e y  fr o m  th e  fu n d  w ith o u t  a u th o r iz a tio n  fro m  th e  g o v e r n o r .)

N e b r a s k a

Cash R eseive Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  T r a n s fe r  b y  s ta te  tre a s u re r  w h e n  a c tu a l G F n e t re c e ip ts  fo r 

th e  p re c e d in g  3 m o n th s  e x c e e d  e s t im a te d  r e c e ip t ' fo r th e  3 -m o n th  p e rio d .

M e t h o d  f o r  w i t h d r a w a l :  T ra n s fe r  is m a d e  to  th e  G F w h e n  th e  ca sh  b a la n c e  in  th e  

G F is In a d e q u a te  to  m e e t c u rre n t o b lig a tio n s

N e v a d a

Fund to Stabilize Operation o f S ta te Government (S ta tu to r y )

M e t h o d  f o r  d e p o s i t :  T ra n s fe r  b y c o n tro lle r  o f 4 0  p e rc e n t o f r e v e n u e s  in e x c e s s  o f 

re q u ire d  fu n d  b a la n c e , w h ic h  is 10 p e rc e n t o f G F a p p ro p r ia tio n s ; fu n d  c a p p e d  a t 

$ 1 0 0 M .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p ro p r ia tio n  o n ly  if: 1) th e  to ta l a c tu a l r e v e n u e  o f th e  

s ta te  fa lls  s h o rt b y  5 p e rc e n t o r  m o re  o f  th e  to ta l a n tic ip a te d  re v e n u e  fo r th e  

b ie n n iu m  in  w h ic h  th e  a p p ro p r ia tio n  Is m a d e ; 2 )  th e  le g is la tu re  a n d  g o v e r n o r  

d e c la re  a fiscal e m e rg e n c y .

N e w  H a m p s h i r e

Revenue Stabilization Reserve Account ( S ta tu to r y )

M e t h o d  f o r  d e p o s i t :  W ith  s o m e  lim ita t io n s  tr a n s fe r  b y  c o m p tro lle r  o f  a n y  s u rp lu s  

a t th e  e n a  o f  e a c h  b ie n n iu m ; fu n d  c a p p e d  a t  5 p e rc e n t o f  a c tu a l G F u n re s tr ic te d  

r e v e n u e s  fo r  th e  m o s t  r e c e n tly  c o m p le te d  fisc a l ye a r.

M e t h o d  f o r  w i t h d r a w a l :  T r a n s fe r  b y  c o m p tro lle r  w ith  th e  a p p ro v a l o f  fiscal 

c o m m itte e  a n d  g o v e r n o r  w h e n : 1) G F  o p e ra tin g  d e fic it o c c u rre d  fo r m o s t  r e c e n tly  

c o m p le te d  fiscal y e a r ;  a n d  2 ) u e s tr ic te d  G F  r e v e n u e s  ir. th e  m o s t  re c e n tly  

c o m p le te d  fisc a l y e a r  w e re  le s s  th a n  b u d g e t fo re c a s t. F u n d  c a n n o t b e  u se d  fo r  a n y  

o th e r  p u rp o s e  w ith o u t  a 2 / 3  v o te  a n d  g o v e r n o r 's  a p p ro v a l.

New Jersey
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Surplus Revenue Fund ( S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  5 0  p e rc e n t o f  a c tu a l r e v e n u e  c o lle c tio n s  in  e x c e s s  o f 

g o v e r n o r 's  c e rtific a tio n  o f  r e v e n u e s ; fu n d  c a p p e d  a t  5 p e rc e n t o f a n tic ip a te d  

re v e n u e s .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p r o p r ia t io n  o n ly :  1 ) u p o n  c e rtific a tio n  b y th e  

g o v e r n o r  th a t  a n tic ip a te d  G F  r e v e n u e s  a re  e s t im a te d  to  be le ss t n a t  th o s e  c e rtifie d  

u p o n  a p p r o v a l o f  a p p r o p r ia t io n s  a c t; 2 )  u p o n  fin d in g s  b y  th e  le g is la tu r e  t h a t  to  

o ffs e t a n t ic ip a te d  G F  r e v e n u e  d e c lin e s , a n  a p p r o p r ia tio n  fro m  th e  fu n d  Is m o re  

p ru d e n t th a n  a ta x  In c re a s e ; 3 )  w h e n  th e  g o v e r n o r  d e c la re s  a n  e m e r-g e r ic y  a n d  

n o tif ie s  th e  J o in t L e g is la t iv e  B u d g e t O v e r s ig h t  C o m m itte e .

New Mexico
Operating Reserve Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  T r a n s fe r  fro m  G F ,

M e t h o d  f o r  w i t h d r a w a l :  B y s p e c ific  a u th o r iz a t io n  o f  th e  le g is la tu r e  o n ly  In th e  

e v e n t t h a t  G F  r e v e n u e s  a n d  b a la n c e s  a re  In s u ffic ie n t to  m e e t a u th o r iz e d  le v e ls  o f 

a p p ro p r ia tio n s .

New York
Tax Stabilization Reserve Fund ( S t a tu to r y )

M e t h o d  f o r  d e p o s i t :  Y e a r -e n d  s u rp lu s  u p to  0 .2  p e rc e n t o f  a g g r e g a te  G F 

d is b u r s e m e n ts ;  re s e r v e  fu n d  c a n n o t e x c e e d  2 p e rc e n t o f  G F  d is b u r s e m e n ts  fo r  th e  

fiscal y e a r.

M e t h o d  f o r  w i t h d r a w a l :  B y tr a n s fe r  a t  th e  e n d  o f a fiscal y e a r  w h e n  G F  re c e ip ts  

fa ll b e lo w  th e  a g g r e g a te  a m o u n t  d is b u rs e d  fr o m  th e  G F . (O n c e  b o rro w e d , fu n d  m u s t 

be p a id  ba ck w lth m  s ix  y e a rs  in  th re e  e q u a l in s ta llm e n ts .  R e p a y m e n ts  to  th e  T a x  

S ta b iliz a t io n  P ° s e r v e  F u n d  s h a ll be s t ip u la te d  in  a n n u a l b u d g e t b il ls .)  T h e  fu n d  a ls o  

can be te m p o r a r ily  lo a n e d  to  th e  G F  to  a s s is t w ith  ca sh  flo w  .

North Carolina
Savings Reserve Account (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  T r a n s fe r  o f  o n e - fo u r th  o f  a n y  u n re s e i v e d  c re d it b a la n c e  a t th e  

e n d  o f  th e  fisc a l y e a r ; fu n d  c a p p e d  a t 5 p e rc e n t o f p r e v io u s  y e a r 's  G F  

a p p ro p r ia tio n s .

M e t h o d  f o r  w i t h d r a w a l :  T h e  fu n d  c a n n o t b e  ta p p e d  u n le s s  a p p ro v e d  b y  an  a c t o f 

th e  G e n e ra l A s s e m b ly ,

North Dakota
Budget Stabilization Fund ( S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  T r a n s fe r  o f  G F s u rp lu s  in  e x c e s s  o f  $ 7 0 M  a t  th e  e n d  o f th e  

b ie n n iu m .

M e t h o d  f o r  w i t h d r a w a l :  G o v e r n o r  m a y  tr a n s fe r  fo r r e v e n u e  s h o rtfa ll In e x c e s s  o f 

2 - 1 /2  p e rc e n t o f  t h e  e s t im a te  m a d e  b y  th e  m o s t  r e c e n tly  a d jo u r n e d  A s s e m b ly .

Ohio
Budget Stabilization Fund ( S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  T r a n s fe r  fr o m  G F b y  th e  d ire c to r  o f  B u d g e t & M a n a g e m e n t;  a 

w ritte n  r e p o r t o n  th e  tr a n s fe r  m u s t  b e  s u b m itte d  to  th e  C o n tr o llin g  B o a rd ; fu n d  

c a p p e d  a t 4  p e rc e n t o f  G F  r e v e n u e s  fo r  th e  p re c e d in g  fisc a l y e a r .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p r o p r ia t io n .

Oklahoma
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C o n s t itu t io n a l R e s e rv e  F u n d  (C o n s t itu t io n a l)

M e t h o d  f o r  d e p o s i t :  T r a n s fe r  b y  th e  s ta te  tre a s u re r  o f  s u rp lu s  G F r e v e n u e ; fu n d  is 

c a p p e d  a t 10 p e rc e n t o f  G F  r e v e n u e  fo r  th e  p re c e d in g  fis c a l y e a r.

M e t h o d  f o r  w i t h d r a w a l :  U p to  1 /2  o f  th e  b a la n c e  m a y  b e  a p p ro p r ia te d  if: 1 ) 

fo r th c o m in g  fis c a l y e a r  G F  r e v e n u e  Is c e rtifie d  to  be le s s  th a n  th a t  o f  c u rre n t fiscal 

y e a r  c e rt if ic a t io n ; o r 2 )  e m e r g e n c y  d e c la ra tio n  b y  g o v e r n o r  w ith  c o n c u rre n c e  b y  

L e g is la tu re  w ith  a 2 /3  v o t e ;  3 )  jo in t  e m e rg e n c y  d e c la ra tio n  b y  s p e a k e r  a n d  

p re s id e n t p ro  te m p o r e  w ith  c o n c u rre n c e  b y  L e g is la tu re  w ith  a 3 /4  v o te .

Pennsylvania
Tax Stabilization Reserve Fund ( S ta tu to r y )

M e t h o d  f o r  d e p o s i t :  B y a p p r o p r ia t io n ;  fu n d  c a p p e d  a t  3 p e rc e n t o f  G F  re v e n u e  

e s t im a te s .

M e t h o d  f o r  w i t h d r a w a l :  B y  a p p ro p r ia tio n  w ith  2 /3  v o te  w h e n  g o v e r n o r  d e c la re s  

an  e m e rg e n c y  o r  to  c o u n te r b a la n c e  d o w n tu rn s  In th e  e c o n o m y  t h a t  w ill re s u lt  in 

s ig n ific a n t u n a n tic ip a te d  r e v e n u e  s h o rtfa lls .

Puerto Rico
Budgetary Fund ( S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  N o t le ss th a n  1 /3  p e rc e n t o f  th e  B u d g e t J o in t R e s o lu t io n  ( th e  

g o v e r n o r  o r d ire c to r  o f O M B  m a y  o rd e r d e p o s it in g  a la rg e r  a m o u n t ) ;  fu n d  c a p p e d  at 

6  p e rc e n t o f th e  a p p r o p r ia te d  fu n d s  o f  th e  B u d g e t J o in t R e s o 'u t lo n  In a n y  ye a r. 

M e t h o d  f o r  w i t h d r a w a l :  O M B  d ire c to r  m a y  tr a n s fe r  fu n d s  to  c o v e r  a p p r o p r ia t io n s  

w h e n  re s o u rc e s  a re  In s u ff ic ie n t,  to  p ro v id e  fo r p a y m e n t  o f  p u b lic  d e b t s e rv ic e , to  

a d d re s s  a n y  u n e x p e c te d  s itu a t io n  in  th e  p u b lic  s e rv ic e , o r  to  h o n o r  o b lig a t io n s  o f 

p ro g ra m s  fu n d e d  w ith  c o n tr ib u tio n s  o r g ra n ts  fro m  th e  U .S . g o v e r n m e n t  t h a t  h a v e  

n o t b e e n  re c e iv e d .

Rhode Island
Budget Reserve and Cash Stabilization Account ( S t a tu to r y )

M e t h o d  f o r  d e p o s i t :  B y tr a n s fe r ;  fu n d  c a p p e d  a t 3 p e rc e n t o f to ta l fisc a l y e a r  

re s o u rc e s .

M e t h o d  f o r  w i t h d r a w a l :  B y  a p p ro p r ia tio n  w h e n  th e  b u d g e t o ffic e r  d e c la re s  th a t  

a c tu a l G F  r e v e n u e  w ill n o t  e q u a l th e  o rig in a l e s tim a te s  u p o n  w h ic h  a p p r o p r ia t io n s  

w e re  b a s e d , ( S ta te  s ta tu te s  call fo r th e  fu n d  to  be re p a id  in  th e  s e c o n d  fisc a l y e a r  

fo llo w in g  t h e  fisc a l y e a r  in  w h ic h  a tr a n s fe r  w a s m a d e  fro m  th e  fu n d  a n d , w h e n  

n e c e s s a ry , In s u b s e q u e n t fis c a l y e a r s .)

South Carolina
Capital Reserve Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B y a p p r o p r ia t io n  a n  a m o u n t  e q u a l to  2 p e rc e n t o f G F  r e v e n u e  

o f th e  la te s t  c o m p le te d  fis c a l y e a r,

M e t h o d  f o r  w i t h d r a w a l : B y  a p p ro p r ia tio n  w h e n  r e v e n u e s  a t th e  e n d  o f th e  fisc a l 

y e a r  a re  p ro je c te d  to  be le s s  th a n  e x p e n d itu r e s  a u th o r iz e d  b y  a p p r o p r ia t io n  fo r  th a t  

y e a r. I f  th e  fu n d  is n o t  ta p p e d  fo r t h a t  re a s o n , it ca n  be u s e d  fo r  o th e r  p u rp o s e ?  

w ith  2 / 3  v o te  o f  m e m b e r s  p r e s e n t a n d  v o t in g ,  b u t n o t  less th a n  3 / 5  v o te  o f  to ta l 

m e m b e r s h ip . ( I f  th e  C a p ita l R e s e rv e  F u n d  is n o t ta p p e d  to  a d d re s s  a b u d g e t d e fic it, 

th e  L e g ls la tu r e --w lth  a 2 / 3  v o te  o f  m e m b e r s  p re s e n t a n d  v o t in g ,  b u t  n o t  le s s  th a n  

) 3 /5  o f  th e  to ta l m e m b e r s h ip --c a n  a p p ro p r ia te  m o n e y  fro m  t h e  fu n d :  1) to  fin a n c e  in

cash p r e v io u s ly  a u th o r iz e d  c a p ita l im p r o v e m e n t  b o n d  p r o je c ts ; 2 )  to  re tire  in te r e s t  

o r p rin c ip a l o n  b o n d s  p r e v io u s ly  is s u e d ; o r 3 )  fo r c a p ita l im p r o v e m e n ts  o r  o th e r  n o n ­

re c u rrin g  p u rp o s e s .
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G e n e ra l R e s e rv e  F u n d  ( C o n s t itu t io n a l)

M e t h o d  f o r  d e p o s i t :  T r a n s fe r  o f  G F  re v e n u e s  In e x c e s s  o f  a n n u a l o p e ra tin g  

e x p e n d itu r e s ;  fu n d  is c a p p e d  a t  3 p e rc e n t o f  L>f r e v e n u e  o f  th e  la te s t  c o m p le te d  

Fiscal y e a r . (F u n d s  w ith d r a w n  fr o m  th e  G e n e ra l R e s e r v e  F u n d  m u s t  be re s to re d  

a n n u a lly  a t  a ra te  o f  n o t  le s s  th a n  1 p e rc e n t o f  t h e  g e n e ra l fu n d  r e v e n u e  o f  th e  

la te s t  c o m p le te d  fisc a l y e a r  u n til th e  fu n d  is r e s to re d  to  3  p e rc e n t.)

C a m e ll-F e ld e r  S e t-A s id e  A c c o u n t  (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B y a p p r o p r ia t io n  fo r  n o n -r e c u r r in g  p u rp o s e s .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p ro p r ia tio n  to  p r e v e n t  a y e a r -e n d  d e fic it. (T h e  

C a r n e ll-F e ld e r  S e t-A s id e  A c c o u n t w a s  a u th o r iz e d  b e g in n in g  In FY 1 9 9 5  to  c u s h io n  

th e  s ta te 's  b u d g e t a g a in s t  u n fo r e s e e n  r e v e n u e  s h o rtfa lls  s te m m in g  fro m  in a c c u ra te  

re v e n u e  e s t im a te s . )

South Dakota
B u d g e t R e s e rv e  F u n d  ( S t a t u t o r y )

Method for deposit: T r a n s fe r  o f  p r io r  y e a r  u n o b lig a te d  c a sh  b a la n c e ; fu n d  c a p p e d  

a t 5 p e rc e n t o f  G F a p p r o p r ia t io n s  fo r  th e  p r io r  fis c a l y e a r.

M e t h o d  f o r  w i t h d r a w a l :  B y  a p p r o p r ia tio n ,

Tennessee
R e s e rv e  f o r  R e v e n u e  F lu c tu a t io n s  (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B y a p p r o p r ia t io n .

M e t h o d  f o r  w i t h d r a w a l :  B y  tr a n s fe r  b y  th e  c o m m is s io n e r  o f  F in a n c e  a n d  

A o m ln is tr a t io n  to  o ffs e t  r e v e n u e  s h o rtfa lls ,  w ith  n o tif ic a t io n  to  th e  c h o irs  o f  th e  

F in a n c e , W a y s  & M e a n s  C o m m it te e s  o f  th e  S e n a te  a n d  H o u s e . ( T h e  s ta tu te  d e c la re s  

le g is la t iv e  in te n t  to  b e  th a t ,  to  th e  e x te n t  p o s s ib le , r e v e n u e  h o r t fa lls  w ill b e  o ffs e t 

by r e d u c tio n s  in  e x p e n d it u r e s  b e fo re  u s in g  a m o u n ts  In th e  re s e rv e  fu n d .)

Texas
E c o n o m ic  S ta b il iz a t io n  F u n d  (C o n s t itu t io n a l)

M e t h o d  f o r  d e p o s i t :  T r a n s fe r  o f  1 /2  o f  a n y  u n e n c u m b e r e d  g e n e r a l r e v e n u e  fu n d  

b a la n c e  a t  e n d  o f e a c h  b ie n n iu m  p lu s  p o rtio n s  o f o il a n d  n a tu r a l g a s  p ro d u c tio n  ta x  

c o lle c tio n s . T h e  L e g is la tu re  a ls o  m a y  a p p ro p r ia te  a d d it io n a l fu n d s ; fu n d  c a p p e d  a t 

10 p e rc e n t o f  g e n e r a l r e v e n u e  fu n d  d e p o s its  (e x c lu d in g  in te r e s t  a n d  In v e s tm e n t  

In c o m e ) d u r in g  th e  p re c e d in g  b ie n n iu m . (T h e  c o n s t itu t io n a l a m e n d m e n t  c re a tin g  th e  

fu n d  m a n d a te s  th e  fo llo w in g  r e v e n u e  tr a n s fe rs  to  it :  1 ) o n e - h a l f  o f  a n y  

u n e n c u m b e r e d  g e n e ra l r e v e n u e  fu n d  b a la n c e  a t th e  e n d  o f  e a c h  fis c a l b ie n n iu m ; 2 ) 

an  a m o u n t  o f  g e n e ra l r e v e n u e  e q u a l to  7 5  p e rc e n t o f  th e  a m o u n t  b y  w h ic h  o il 

p ro d u c tio n  ta x  c o lle c tio n s  In a n y  fu tu r e  fiscal y e a r  e x c e e d  o il p ro d u c tio n  ta x  

c o lle c tio n s  In fisc a l y e a r  . '9 8 7 ;  3 )  a n  a m o u n t  o f  g e n e r a l r e v e n u e  e q u a l to  7 5  p e rc e n t 

o f th e  a m o u n t  b y  w h ic h  r, 't u r a l  g a s  p ro d u c tio n  ta x  c o lle c tio n s  in  a n y  fu tu r e  Fiscal 

y e a r  e x c e e d  o il p ro d u c tio n  t a x  c o lle c tio n s  In th e  Fiscal y e a r  1 9 8 7 . F or p u rp o s e s  o f 

c a lc u la tin g  t h e  tr a n s fe r ,  n a tu r a l g a s  ta x  c o lle c tio n s  w o u ld  b e  a d ju s te d  to  r e fle c t 12 

m o n th s  o f  c o lle c tio n s  In e a c h  fis c a l y e a r .)

M e t h o d  f o r  w i t h d r a w a l :  B y  a p p r o p r ia t io n  w ith  a 3 / 5  v o te  o f  m e m b e r s  p re s e n t if:

1) th a  c o m p tr o lle r  c e rtifie s  t h a t  a p p r c p -r la t io n s  fro m  g e n e r a l r e v e n u e  m a d e  b y  th e  

p re c e d in g  le g is la tu r e  fo r  th e  c u r r e n t b ie n -n lu m  e x c e e d  a v a ila b le  g e n e ra l r e v e n u e s  

fo r  th e  r e m a in d e r  o f  th e  b ie n n iu m ; 2 )  a n  e s t im a te  o f  a n t ic ip a te d  r e v e n u e s  fo r  a 

su c c e e d in g  b ie n n iu m  is  le s s  th a n  th e  r e v e n -u e s  e s t im a te d  to  b e  a v a ila b le  fo r  th e  

c u rre n t b ie n n iu m ; 3 ) fo r  a n y  p u rp o s e  w ith  2 / 3  v o te  o f  m e m b e r s  p re s e n t.

Utah
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Budget Reser e Account (S t a t u t o r y )

M e t h o d  f o r  f e p o s it :  2 5  p e rc e n t o f  G F  s u r p lu s ; fu n d  c a p p e d  a t 8  p e rc e n t o f  th e  G F  

a p p ro p r ia tlo i fo r  th e  Fiscal y e a r  In w h ic h  th e  s u rp lu s  o c c u r r e d .M e th o d  f o r  

w i t h d r a w a l :  B y a p p r o p r ia tio n  to  c o v e r  o p e r a tin g  d e fic its  o r  r e tr o a c tiv e  ta x  re fu n d s .

Vermont
Budget Sta illzation Trust Fund (S t a t u t o r y )

M e t h o d  fo r  d e p o s i t :  U n d e s ig n a te d  G F  s u rp lu s ; fu n d  Is c a p p e d  a t 5 p e rc e n t o f  G F 

a p p ro p rla t n s  fo r t h e  p r io r  fisc a l y e a r ;  a ls o  a n y  a d d it io n a l a m o u n ts  a s  m a y  be 

a u th o r iz e c  b y  th e  G e n e ra l A s s e m b ly .

M e t h o d  f o r  w i t h d r a w a l :  T ra n s fe r  b y  th e  c o m m is s io n e r  o f  F in a n c e  a n d  

M a n a g e m e n t to  th e  e x t e n t  n e c e s s a ry  to  o ffs e t  a G F  d e fic it.

V i r g i n i a

Revenue Stabilization Fund (C o n s t itu t io n a l)

M e t h o d  f o r  d e p o s i t :  B y fo r m u la  as s p e c ifie d  in  th e  s ta te 's  c o n s t itu t io n ;  fu n d  

c a p p e d  a t 10 p e rc e n t o f  th e  a v e r a g e  a n n u a l t a x  r e v e n u e s  fo r  th e  th re e  Fiscal y e a rs  

Im m e  lia te ly  p re c e d in g .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p ro p r ia tio n  (u p  to  1 /2  o f th e  fu n d 's  b a la n c e ) w ith  

sp r Itlc p ro v is io n s . ( T h e  G e n e ra l A s s e m b ly  m a y  a p p ro p r ia te  a n  a m o u n t  fo r tr a n s fe r  

fr .n  th e  fu n d  to  c o m p e n s a te  fo r  n o  m o re  th a n  o n e -h a lf  o f  th e  d iffe re n c e  b e tw e e n  

i  to ta l g e n e  ' fu n d  r e v e n u e s  a p p ro p r ia te d  a n d  a re v is e d  g e n e r a l fu n d  r e v e n u e  

F r e ;a s t  p re s e n te d  to  th e  G e n e ra l A s s e m b ly  p r io r  to  o r  d u r in g  a s u b s e q u e n t  r e g u la r  

o i sp e c ia l le g is la t iv e  s e s s io n . H o w e v e r, n o  tr a n s fe r  s h a ll b e  m a d e  u n le s s  th e  a e n e r a l 

funcJ r e v e n u e s  a p p r o p r ia te d  e x c e e d  su c h  re v is e d  g e n e ra l fu n d  r e v e n u e  fo re c a s t b y 

m  e th a n  2 p e rc e n t o f  c e rtifie d  ta x  re v e n u e s  c o lle c te d  In th e  m o s t  r e c e n tly  e n d e d  

f s  al y e a r .)

Washington
Budget Stabilization Account (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B y  a p p ro p r ia tio n  b a s e u  o n  s ta tu to r y  fo r m u la .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p r o p r ia t io n , w ith  6 0  p e rc e n t v o te , to  p r o v id e  o f  

c o n tin u a tio n  o f a g e n c y  p r o g r a m s  w h e n  r e v e n u e s  fa ll b e lo w  fo re c a s t, fo r  la b o r  f .e 

tra in in g , o r  fo r  a n y  p u rp o s e  th e  L e g is la tu re  d e te r m in e s  w o u ld  re d u c e  u n e m p lo y m e n t  

c a u se d  b y  th e  s ta te 's  e c o n o m ic  cy c le .

Emergency Reserve Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B e g in n in g  In FY 1 9 9 6 , tr a n s fe r  b y  s ta te  tr e a s u r e r  o f a ll s ta te  

r e v e n u e s  In e x c e s s  o f  th e  s ta te  e x p e n d itu r e  l im it  fo i t h a t  fiscal y e a r ;  fu n d  c a p p e d  a t 

5 p e rc e n t o f  b ie n n ia l G F  s ta te  re v e n u e s .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p r o p r ia t io n , w ith  2 / 3  v o te  re q u ire d , o n ly  If th e  

a p p ro p r ia tio n  d o e s  n o t c a u s e  to ta l e x p e n d itu r e s  to  e x c e e d  th e  s ta te  e x p e n d it u r e  

lim it .

T h e  B u d g e t S ta b iliz a t io n  A c c o u n t w a s  re p e a le d  e ffe c t iv e  J u ly  1, 1 9 9 5 , b y  L a w s 1 9 9 4 , 

c h .2, S e c t. 9 ( In it ia t iv e  M e a s u re  N o. 6 0 1 , a p p ro v e d  N o v e m b e r  2 , 1 9 9 3 ) ,  T h e  

E m e rg e n c y  R e s e rv e  F u n d  w a s c re a te d  (v ia  In it ia t iv e  6 0 1 )  e f fe c t iv e  J u ly  1, 1 9 9 5 .

West Virginia
Revenue Shortfall R ese ive  Fund (S t a t u t o r y )

M e t h o d  f o r  d e p o s i t :  B e g in n in g  In FY 1 9 9 5 , tr a n s fe r  o f  th e  firs t  5 0  p e rc e n t o f  a ll 

s u rp lu s  re v e n u e s  a c c ru e d  d u r in g  th e  fiscal y e a r  j u s i  e n d e d ;  fu n d  c a p p e d  a t  5
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p e rc e n t o f G F  a p p ro p r ia tio n s  fo r  tb e  fisc a l y e a r  Just e n d e d .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p ro p r ia tio n  to  m e e t a n y  a n tic ip a te d  re v e n u e  

s h o rtfa ll.

W i s c o n s i n

B u d g e t S ta b il iz a t io n  F u n d  ( S ta tu to r y )

M e t h o d  f o r  d e p o s i t :  B y a p p r o p r ia t io n .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p ro p r ia tio n .

Wyoming
B u d g e t R e s e rv e  A c c o u n t  ( S ta tu to r y )

M e t h o d  f o r  d e p o s i t :  Y e a r -e n d  s u rp lu s  p lu s  a p p ro p r ia tio n s .

M e t h o d  f o r  w i t h d r a w a l :  B y a p p r o p r ia t io n .

T h e  s ta te s  o f A rk a n s a s , th e  D is tr ic t o f  C o lu m b ia , H a w a ii, I llin o is , M o n ta n a , a n d  

O re g o n  do  n o t  h a v e  b u d g e t re s e rv e  fu n d s .

S ta te s  B ro a d e n  th e  S c o p e  o f  R a in y  D a y  F u n d s

P osted  A u g u s t 1 9 9 7 ; re v ie w e d  M a rc h  2 0 0 4 .

E m a il s ta te b u d g e t - ln fo @ n c s l.o rg fo r  m o re  In fo r m a t io n .
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C o n s titu t io n a l  

am endm ent a d o p te d  

in  1990  e le c t io n

P o l i c i e s  a n d  P r o c e d u r e s  a p p l i c a b l e  

t o  t h e  T r e a s u r y  D i v i s i o n , 

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

S t a t e  o f  A l a s k a

APPENDIX v 

Constitutional Provisions and Statutes Pertaining to 
the Constitutional Budget Reserve Fund

Article IX, Section 17. Budget Reserve Fund, (a) There is established as a 
separate fund in the State treasury the budget reserve fund. Except for money 
deposited into the permanent fund under Section 15 of this article, all money 
received by the State after July 1, 1990, as a result of the termination, thr ̂ . gh 
settlement or otherwise, of an administrative proceeding or of litigation in a State 
or federal court involving mineral lease bonuses, rentals, royalties, royalty sale 
proceeds, federal mineral revenue sharing payments or bonuses, or involving taxes 
imposed on mineral income, production, or property, shall be deposited in the 
budget reserve fund. Money in the budget reserve fund shall be invested so as to 
yield competitive market rates to the fund. Income of the fund shall be retained in 
the fund. Section 7 of this article does not ?ppiy to deposits made to the fund 
under this subsection. Money may be appropriated from the fund only as 
authorized under (b) or (c) of this section.

(b) If the amount available for appropriation for a fiscal year is less than the 
amount appropriated for the previous fiscal year, an appropriation may be made 
from the budget reserve fund. However, the amount appropriated from the fund 
under this subsection may not exceed the amount necessary, when added to other 
funds available for appropriation, to provide for total appropriations equal to the 
amount of appropriations made in the previous calendar year for the previous 
fiscal year.

(c) An appropriation from the budget reserve fund may be made for any 
public purpose upon affirmative vote of three-fourths of the members of each 
house of the legislature.

(d) If an appropriation is made from the budget reserve fund, until the amount 
appropriated is repaid, the amount of money in the general fund available for 
appropriation at the end of each succeeding fiscal year sha1! be depos'ted in the 
budget reserve fund. The legislature shall implement this si bsection by law.

Constitutional Provisions and Statutes pertaining tr» 4 /6/1999 9 :?o am
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Statutes defining key 
terms in
C o n s titu tio n a l B u d g e t 

Reserve Fund.

S ta tures d e fin in g  key  

te rm s in

C o n s titu tio n a l B u d g e t 

R eserve F u n d  

(con tin u e d ).

P o l i c i e s  a n d  P r o c e d u r e s  a p p l i c a b l e  

t o  t h e  T r e a s u r y  D i v i s i o n , 

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

S t a t e  o k  A i -a sk a

AS 37.10.410. “ Administrative proceedings involving taxes" denned, (a)
The following money received by the elate is considered to be received as a rest’ll 
of the termination of an administrative proceeding for purposes of applying art 
IX. sec. 17(a), Constitution of the State of Alaska:

(1) past due taxes that are received by the state for each tax year for which a 
request for an informal conference under AS 43.05.240(a) is made to the 
Department of Revenue, together u ,'h penalties and interest on the taxes;

(2) past due taxes that are received by the state after a request for a formal 
nearing under AS 43.05.240(b)(1) is made to the Department of Revenue, together 
with penalties and interest on the taxes.
(b) Money received by the state under the following conditions is not coasidered to 
be received as the result of the termination of an administrative proceeding for 
purposes of applying art. IX, sec. 17(a), Constitution of the State of Alaska:

(1) taxes that are not due at the time the request for the proceeding was made 
under AS 43.05.240(a) or (b)(1);

(2) taxes set out in a return not audited by the Department of Revenue at the 
date of collection; or

(3) taxes collected for a tax year for which the taxpayer did not give notice of 
appeal of an assessment made by the Department of Revenue. (§1 ch 5 SLA 
1994)

Section 37.10.420. “Money available fo-' appropriation" defined, (a) For
purposes of applying an IX, sec. 17(b), Constitution of the State of Alaska,

(1) "the amount available for appropriation" or "funds available for 
appropriation" means

(A) the unrestricted revenue accruing to the general fund during the fiscal 
year;

(B) general fund program receipts as defired m AS 37.05.146;
(C) the unreserved, undesignated general fund balance carried forward from 

the preceding fiscal year that is net subject to the repayment obligation imposed by 
an. IX, sec. 17(d), C onstitution of the State of Alaska; and

(D) the balance in the statutoiy budget reserve fund established in AS 
37.05.540;

(2) "the amount appropriated for the previous fiscal year" means the amount 
appropriated from the

(A) constitutional budget reserve fund under the authority granted in an. IX, 
sec. 17, Constitution of the State of Alaska; and

(B) same revenue sources used to calculate die money available foi 
appropriation for the current fiscal year; and

(3) "tL amount of appropriations made in the previous calendar year for the 
previous fiscal year" means appropriations made from sources identified in (2) of
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C o m m iss io n e r m ay  

t ra n s fe r  som e >r a l l  

m anagem ent to  ih e  

A K  IV rm a n e n t F u n d  

C o rp o ra tio n .

D e p a rtm e n t o f  

Revenue m ust re p o r t  

a n n u a lly  on  

c o m p a ra tiv e  

p e rfo rm a n c e  o f  fu n d .

P o l i c i e s  a i <d  P r o c e d u r e  a p p l i c a b l e  

t o  t h e  T r e a s u r y  D i v i s i o n , 

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

St a t e  o f  A l a s k a

thus subsection for a fiscal year that were macted during the calendar year that 
ends on December 31 of that same fiscal year.

(b) If the amount appropriated from the budget reserve tund has not been 
repaid under art. IX, sec. 17(d), Constitution of the State of Alaska, the 
Department of Administration .hall transfer to the budget reserve fund the amount 
of money comprising the unreserved, undesignated general fund balance to be 
carried forward as of June 30 of the fiscal year, or as much of it as is necessary to 
complete the repayment. The transfer shall he made on or before December 16 of 
the following fiscal year.

(c) In this section, "unrestricted revenue accruing to the general fund" or 
"unreserved, undesignated geneial fund balance carried forward" is money not 
restricted by law to a specific use that accrues to the general fund according to 
accepted principles of govemmei -J or fund accounting adopted for the state 
accounting system established under AS 3T05.150 in effect on July 1, 1990.

(d) An appropriation under art. IX, sec. 17(b), Constitution of the State of 
Alaska, requires an affirmative vote of the majority of the members of each house 
of the legislature. .An approoriation under art. IX, sec. 17(c) requires an 
affirmative vote of three-fourths of the members of each house of the legislature.

Section 37.10.430. Management of the Budget Reserve Fund, (a) The
Department of Revenue may transfer management responsibility over all or a 
portion of the budget reserve fund (art. IX, sec. 17, Constitution of the State of 
Alaska) to the Alaska Permanent Fund Corporation.

(b) By March 15 of each year, the Department of Revenue shall, after 
consulting with the Alaska Permanent Fund Corporation, prepare a report setting 
out the balance in the budget reserve fund (art. IX, sec. 17, Constitution of the 
State of Alaska) on January I and on December 31 of the previous calendar year. 
The report shall state the nominal, real, and realized return on the budget reserve 
fund compared to the nominal, real, and realized return on the permanent fund and 
the general fund during the previous calendar year.
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F. Budget Gap and the Constitutional Budget Reserve

The table below reflects the amount needed to make up the difference between the Department 
of Revenue's forecast of Unrestricted General Purpose Revenue and the annuat general fund 
budget, shown here as a flat S2.2517 billion (the Governor’s proposed budget) for all operating, capital, 
debt service, lease payments and supplemental appropriations.(,)

T a b le  2-9. D if fe re n c e  B e tw e e n  U n r e s t r i c te d  G e n e ra l  P u r p o s e  R e v e n u e  
a n d  G e n e r a l  F u n d  B u d g e t  “T h e  G a p " 1'*
S Million

Fiscal

Year

Total 

U nrestricted 

General Putpose 

R evenue

Transfer 

from  Alaska 

S cien ce & 

Te chn ology

(»)

G eneral

F und

A ppropriation D ifference

A c tu a l 2003 1 . 9 4 7 . 6 9 5 . 0 2 , 4 9 6 . 2  (I> 4 5 3  .6  «

2004 2 . 2 4 5 . 3 2 , 3 0 0 6 5 5 . 3

2005 1 ,9 6 1 .1 2 , 2 5 1  7 2 9 0 . 6

200C 1 , 7 7 0 . 5 2 , 2 5 1  7 4 8 1 . 2

2007 1 , 4 6 5 . 8 2 . 2 5 1 , 7 7 8 5  9

2000 1 , 4 5 0 . 7 2 , 2 5 1 . 7 8 0 1 . 0

2309 1 , 3 9 3 . 6 2 , 2 5 1 . 7 8 5 8 .1

2010 1 , 3 9 0 . 2 2 , 2 5 1 . 7 8 6 1 . 5

2011 1 . 3 2 8 . 7 2 , 2 5 1 . 7 9 2 3 . 0

2012 1 . 2 7 7 . 0 2 , 2 5 1 . 7 9 7 4 . 7

2013 1 , 2 1 4 . 8 2 , 2 5 1 . 7 1 , 0 3 6  9

2014 1 , 1 5 6 . 0 2 . 2 5 1 . 7 1 . 0 9 5 . 7
2015 1 , 0 9 9 . 9 • 2 . 2 5 1 . 7 1 , 1 5 1 . 8

( I ) T h e  p r o je c te d  F Y 2 0 0 5 - 2 0 1 5  b u d g e ' o f  5 2 , 2 5 1 7 * ■ i l io n  is  s im p l y  a r e fe r e n c e  p o i n t  f o r

a n a ly s is .  A n y  b u d g e t  e s t im a t e  u s e d  to  d e t e r m in e  “ T  G a p  ' w i l l  h a v e  i t s  d e t r a c t o r s  -  -  s o m e  

w  i l l  c o n t e n d  s p e n d in g  s h o u ld  b e  c u t .  w h i l e  o t h e r s  w i l l  a r g u e  j u s t  as  s t r o n g ly  t h a t  s p e n d in g  

s h o u ld  b e  in c r e a s e d  t o  r e f l e c t  in f l a t i o n  a n d  p o p u la t io n  g r o w t h .

( 2 )  T h e  “ C ia p " ,  o r  d r a w  o n  th e  f 'B R F  f o r  F Y  2 0 0 3 ,  is  s h o w n  a s  t h e  a c t u a l  c a s h  w i t h d r a w a l

p d f

Budget G ap and the CBR
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Available Balance in Constitutional Budget
In th o s a n d s

Beginning balance as of July 1 

Cash flow (borrowing) and repayment.

Net cash flow borrowing

Additional (deficit borrowing) or 
repayment

Subfunds swept per Article IX, section 1

Subfund balances appropriated back

Direct appropriations:
Treasury operations

New revenues
Appropriated fund transfer' jm GF

FY 2002 FY 2003

Ending balance as of June 30 (audited) 2.466,918

FY 2004

R e s e r v e  F u n d

3,110.104 2,466.918 2,093,556

(100,000) (100,000) (100,000)
(100,000) ** (100,000) (100,000)
(100,000)

A
(50,000) (100,000)

(100,000)
IV (100,000) 100,000

(100,000) (100,000) 100,000
(100,000) & (50,000) 100,000
(100,000)

(100.000)

50,000 85,000
(750,000) (415.000) -

(134,312) (83.120) (10,785)

130,695 88.755 94,627

(101,947) (130,695) (88,755)

(125) (121) (109)

212.503 166,819 61,627
4,917

.466,918 2,093.556 3.155,078

( 1 0 0 ,0 0 0 )  

( 1 0 0 ,0 0 0 )  /  

1 0 0 ,0 0 0  

1 0 0 ,0 0 0  <P

FY 2005

2,155,078

Please direct any questions about this information to Lisa Pusich, State Accountant at 465-5616.

A vailable Balance in CBR
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