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limitation, or requirement described in this subsection assoon as its general

applicability is reasonably foreseeable.

* Sec. 73. AS 46.14.010(f) is amended to read:
(0 An emission standard adopted by the departmentmay beapplicable to

individual emissions [EMISSION] units within a stationary source or to all emissions
[EMISSION] units within a stationary source. For purposes of determining
compliance with applicable regulations and with permit limitations, the department
allow numerical averaging of the emissions of each air pollutant from several

emissions [EMISSION] units within a stationary source if

(1) requested by the owner and operator, and

(2) allowed under 42 U.S.C. 7401 - 767lq (Clean Air Act), as
amended, and regulations adopted under those sections.

*Sec. 74. AS 46.14.020 is amended to read:
Sec. 46.14.020.  Classification of stationary sources or emissions

[EMISSION] units; reporting, (a) The department, by regulation, may classify
stationary sources or emissions [EMISSION] wunits that, in the department's
determination, are likely to cause or contribute to air pollution, according to the levels
and types of emissions and other character!sties that relate to air quality. The
department may make a classification under this subsection applicable to lie slate as a
whole or to a designated area of the state. The department shall base the e issificalions
on consideration of health, economic, and social factors, sensitivity of the receiving
environment, and physical effects on property.
(b) The department tr a local air quality control program authorized under

AS 46.14.400 may require an owner and operator of a stationary source or emissions
[EMISSION] unit classified under this section to report information to the department
or the authorized local program concerning location, size, and height of slacks or area
emissions [EMISSION] units, processes employed, fuels used, the nature and time
periods or duration of emissions, and other information relevant to air quality that is

available or reasonably capable of being calculated and compiled.

* Sec. 75. AS 46.14.130(b) is amended to read:
(b) Except for the owner and operator of a stationary source exempted under
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AS 46.14.120(e) or (0. the owner and operator of a stationary source shall obtain an
operating permit from the department if the stationary source

(1) cn, ts or has the potential to emit 100 TPY or more of a regulated
air pollutant;

(2) emits or has the potential to emit 10 TPY or more of a hazardous

air pollutant or 25 TPY or more, in the aggregate, of two or more hazardous aii

pollutants;
(3) contains an emissions [EMISSION] unit subject to federal new

source performance standards under 42 U.S.C. 7411 (Clean Air Act, sec. Ill) or

national emission standards for hazardous air pollutants issued under 42 U.S.C. 7412

(Clean Air Act, sec. 112); or
(4) contains another stationary source designated by the federal
administrator by regulation,

* Sec. 76. AS 46.14.180 is amended to read:
Sec. 46.14.180. Monitoring. Monitoring by the owner and operator of stack

emissions or ambient air quality shall be required by the department only for purposes
of demonstrating compliance with applicable permit program requirements.
Monitoring requirements mu't be reasonable and hased on lest methods, analytical
procedures, and statistical conventions approved by the federal administrator or the
department or otherwise generally accepted as scientifically compc'env Unless

otherv isc agreed to by Ih> owner and operator and the department
(1) the dcpartmcn. may not require an owner and operator of ai. ;

emissions (EMISSION] unit to monitor emissions or ambient air quality solely for the

purpose of scientific investigation or research; and
(2)  monitoring activities must be consistent with the applicable

emission standards and their permit or permit application requirements.

*Sec. 77. AS 46.14.190(a) is amended to read:
(a) Except as provided in (b) of this section, the department shall issue only a

single operating permit to a stationary source, regardless of whether the stationary

source contains a single emissions [EMISSION] unit or multiple emissions

[EMISSION | units.
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*Sec. 78. AS 46.14.210 is amended to read:
Sec. 46.14.210. General operating permits. After notice and opportunity for

pubiic comment and hearing, the department may, unless the permit is disapproved by
the federal administrator, establish a general operating permit that would be applicable
to more than one stationary source determined by the department to be similar in
emissions [EMISSION] unit structure. A general operating permit must contain
provisions that meet the requirements of this chapter that are applicable to operating
permits. A general operating permit issued to a particular person takes effect when the
person's application is determined to be complete unless the department notifies the
applicant that the general permit is not applicable to the person's stationary source.

*Sec. 79. AS 46.14.250(c) is amended to read:
(c) For a stationary source that begins operation during a fiscal year, the

department shall prorate the first year's fee to cover the time period occurring before
the next annual payment date. The owner or operator shall pay the initial emission lee
upon commencement of lawful stationary source operation unless authorized to pay by
installments under (b) of this section. The first year's emission fee may nol duplicate a
fee paid by a permittee under AS 44 46.025 for the same emissions |EMISSION] units
for the same lime period. If the fees would otherwise be duplicative, the department
shall provide a credit toward the emission fee in the amount of the unused balance ol
the fee collected under AS 44.46.025. The unused balance to be credited shall be
based on prorating the total original fee under AS 44.46.025 for the time period for

which an emission fee applies.

*Sec. 80. AS 46.14.250(f) is amended to read:
(f) The [AFTER THE TWO YEARS DESCRIBED IN (e) OF THIS

SECTION. THE] department shall set the emission fee rate in regulation to implement
the policy established in (d) of this section. The department shall base the regulation
on the findings of a report, which the department shall make available to the public
with proper notice before adoption of the regulation, that examines

(1) fees assessed.

(2) alternative fee rates or formulas;
(3) types, sizes, or categories of stationary sources, their respective
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emission quantities, and their previous or proposed fee burden;
(4) apparent inequities encountered in the initial fee rate;
(5) total costs incurred or anticipated to be incurred under (h) of this

section: and
(6) other factors that ensure fair distribution of the costs described in

(h) of this section.

* Sec. 81. AS 46.14.400(c) is amended to read:
(c) If the department finds that the location, character, or extent of particular

concentrations of population, air pollutant emissions [EMISSION] units, the
geographic, topographic, or meteorological considerations, or a combination of these
factors make impracticable the maintenance of appropriate levels of air quality without
an arcawide air pollution control program, the department may determine the
boundaries within which a local air quality control program is necessary and direct
that a local air quality control program spanning those boundaries is the oni-

acceptable alternative to direct state administration.

* Sec. 82. AS 46.14.400(f) is amended to read:
(f) A municipality or a local air quality district administering a program under

this section shall administer its local air quality conti  program according to this
chapter, regulations adopted under those sections, and its cooperative agreement under
(d, of this section. A municipality or local air quality district's program may. upon a
finding by the local agency and an affirmative agreement by the department, establish
a more stringent requirement than the stationary emissions [EMISSION] unit permit
program authorized under this chapter if public health or air quality effects provide a
reasonable basis to regulate the emissions [EMISSION] unit v.ith the additional or
more stringent requirement and the municipality or district has used procedures
substantially equivalent to those required under AS 46.14.010 46.14.015 before
establishing the more stringent requirement. This subsection docs not prohibit a
municipality or local air quality control district from  abiishing a mobile source
emissions program more stringent than the state program without making findings of
public health or air quality effects or using procedures substantially equivalent to those
required under AS 46.14.010 - 46.14.015. In this subsection, "mobile source" does not

038-

New Text. Underlined [DELETED TEXT BRACKETED]



n
13
14
15
16
17

19
20
2]
22
23
24
25
26
27
28
29
30
31

WORK DRAFT WORK DRAFT 24-LS0195\F

include tank vessels or other watercraft.

*Sec. 83. AS 46.14.410(e) is amended to read:
(e) Il the department finds that control of a particular class of stationary source

or emissions [EMISSION] unit, because of its complexity or magnitude, is be> ad the
reasonable capability of the municipality or the local air quality district or may be
more efficiently and economically controlled at the state level, the dcpr.rtn ent may
assume and retain jurisdiction over the class of stationary source or emissions
[EMISSION] unit. Classifications under this subsection may be based on the nature of
stationary sources or emissions [EMISSION] units involved, their size relative to the
size of the communities in which they are located, or another basis established by the

department.
*Sec. 84. AS 46.14.5 15(a) is amended to read:
(a) An officer or employee of the department designated by thi .ummissioner

or an inspector authorized by the commissioner and certified under regulations
adopted under AS 46.14.140(a)(14) may, upon presentation of credentials and at
reasonable times with the consent of the owner or operator, enter upon or ; irough any
premises of a stationary source regulated under this chapter lo

(1) inspect and copy any records required to be maintained,

(2) inspect any emissions [EMISSION] unit, monitoring equipment, >
method required to be used; or

(3) sample an\ emissions that the owner and operator of the stationary
source is required to sample.

*Sec. 85. AS 46.14.540(a) is amended to read.
(a) When the commissioner finds that an act of God, act of war, act of

terrorism, or similar catastrophe necessitates emergency use of an unpermitted
emissions [EMISSION] unit or emergency use of a permitted emissions [EMISSION]
unit in a manner not authorized by the permit, the commissioner may waive
procedural requirements of this chapter and issue an order to authorize emergency use
of the emissions [EMISSION] unit When acting under this section, the commissioner
shall impose conditions necessary to protect life, human health, welfare, property, and
the environment and may impose other conditions the commissioner finds necessary
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and appropriate.
*Sec. 86. AS 46.14.560 is amended to read:
Sec. 46.14.560. Unavoidable malfunctions and emergencies.  EXxcess

emissions caused by an unavoidable emergency, malfunction, or nonroutinc repairs of
an emissions [EMISSION] unit including pollution control equipment or process
equipment constitute an affirmative defense, when asserted under regulations adopted
under AS 46.14.140, to an action brought for noncompliance with a technology-based
emission standard. This section does nol limit the department's power to enjoin the
emission or require corrective action. This provision is in addition to any emergency
or upset provision contained in an applicable requirement.
*Sec. 87. AS 46.14.990(11 j is amended to read:

(11) "emissions [EMISSION] unit" has the meaning given in 40

C.F.R. 51.166(b);

* Sec. 88. AS 46.14.990(20) is amended to read:
(20) "operator" means a person or persons who direct, control, or

supervise a stationary source or emissions [EMISSION] unitthat has thepotential to

emit an air pollutant to the atmosphere;

* Sec. 89. AS 46.14.990(21) is amended to read:
(21)  "owner" means a person or persons with a proprietary or

possessory interest in a stationary source or emissions [EMISSION] unit that has the

potential to emit an air pollutant to the atmosphere;

*Sec. 90. AS 46.15.165(c) is amended to read:
(c) Upon initiation of the adjudication, the commissioner shall
(1) serve the order on each applicant, certificate holder, or permittee

listed in the department's records within the adjudication area;
(2) serve the order on any agency of the federal, slate, or a local

government with management authority over land or water within the adjudication

area;
(3) serve the order on any person who owns or claims land within the
adjudication area if the land is held in trust by the United States for the person or if the

patent, deed, or certificate to the land from the United Slates was issued under 25

101( ) 40-
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U.S.C. 334 (Indian General Allotment Act of February 8, 1887, 24 Stat. 389, as
amended and supplemented), 25 U.S.C. 372 (the Allotment Act of June 25, 1910, 36
Stat. 855), 43 U.S.C. 270-1, 270-2 (the Allotment Act of May 17, 1906, 34 Stat. 197),
any other allotment act, or the Alaska Native Townsite Act of May 25, 1926, 44 Stat
629, and serve the order on the United States on behalf of the person;

(4) serve the order on the United States and the appropriate governing
body of the Annette Island Reser.e established by 25 U.S.C. 495 (the Act of March 3,
1891, 26 Stat. 1101) if the land or water, including hydrologically interconnected
water, of the Annette Island Reserve is within the adjudication area;

(5) serve the order on any other person claiming a federal reserved
water right within the adjudication area;

(6) serve the regional corporation and village corporation established
under 43 U.S.C. 1601 et seq. [43 U.S.C. 1601 - 1628] (Alaska Native Claims
Settlement Act) that has a pending land selection or has acquired ownership to land

under that act that is located within the adjudication area; and
(7) serve the order on each mining claimant of record with the United

States and the state within the adjudication area as of the date of the order initiating

the administrative adjudication.

*Sec. 91. AS 47.07.020(b) is amended to read:
(b) In addition to the persons specified in (a) of this section, the following

optional groups of persons for whom the state may claim federal financial

participation are eligible for medical assistance:
(i i persons eligible for but not receiving assistance under any plan of

the stale approved under 42 U.S.C. 1381 - 1383c (Title XVI, Social Security Act,
Supplemental Security Income) or a federal program designated as the successor to the

aid to families with dependent children program;
(2)  persons in a general hospital, skilled nursing facility, or

intermediate carc facility, who, if they left the facility, would be eligible for assistance

under one of the federal programs specified in (1) of this subsection;
(3) persons under |AGE] 2! years of age who arc under supervision of

the department, for whom maintenance is being paid in whole or in part from public
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funds, and who are in foster homes or private child-care institutions;

(4) aged, blind, or disabled persons, who, because they do not meet
income and resources requirements, do not receive supplemental security income
under 42 U.S.C. 1381 - 1383c (Title XVI, Social Security Act), and who do not
receive a mandatory state supplement, but who are eligible, or would be eligible if
they were not in a skilled nursing facility or intermediate care facility to receive an
optional state supplementary payment;

(5) persons under [AGE] 21 years of age who are in an institution
designated as an intermediate care facility for the mentally retarded and who are
financially eligible as determined by the standards of the federal program designated
as the successor to the aid to families with dependent children program;

(6) persons in a medical or intermediate care facility whose income
while in the facility does not exceed $1,656 a month but who would not be eligible for
an optional stale supplementary payment if thev left the hospital or other facility’;

(7) persons under [AGE] 21 years ol' age who are receiving active
treatment in a psychiatric hospital and who are financially eligible as determined by
the standards of the federal program designated as the successor to the aid to families
with dependent children program [AID TO FAMd IES WITH DEPENDENT
CHILDREN PROGRAM];

(8) persons under [AGE] 21 years of age and not covered under (a) of
this section, who would be eligible for benefits under the federal program designated
as the successor to the aid to families with dependent children program, except that
they have the care and support of both their natural and adoptive parents;

(9) pregnant women not coveted under (a) of this section and who
meet the income and resource requirements of the federal program designated as the
successor to the aid to families with dependent children program;

(10) persons under [AGE] 21 vcars of age not covered under (a) ol
this section who the department has determined cannot be placed for adoption without
medical assistance because of a special need for medical or rehabilitative care and who
the department has determined arc hard-to-place children eligible for subsidy under

AS 25.23.190-25.23.210;
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(11) persons who can be considered under 42 U.S  1396a(e)(3) (Title

XIX, Social Security Act, Medical Assistance) to be individuals with respect to whom

a supplemental security income is being paid under 42 U.S.C. 1381 - 1383c (Title
XVI, Social Security Act) because they meet all of the following criteria:

(A) they are 18 years of age or younger and qualify as disabled
individuals under 42 U.S.C. 1382c(a) (Title XVI, Social Security Act);

(B) the department has determined that
(1) they require a level of care provided in a hospital,
nursing facility, or intermediate care facility for the mentally retarded;
(i) it is appropriate to provide their care outside of an
institution; and
(iif)  the estimated amount that would be spent for
medical assistance for their individual care outside an institution is not
greater than the estimated amount that would otherwise be expended
individually for medical assistance within an appropriate institution;
(C) if they were in a medical institution, they would be eligible
for medical assistance under other provisions of this chapter; and
(D) home and community-based services under a waiver
approved by the federal government are either not available to them under this

chapter or would be inappropriate for them;
(12) disabled  persons, as described in

1396a(a)(10)(A)(ii)(XI1I), who are in families whose income, as determined under

applicable federal regulations or guidelines, is less than 250 percent of the off’

poverty line applicable to a family of that size according to the federal Office of
Management and Budget, and who. but for earnings in excess of the limit established
under42 U.S.C. 1396d(q)(2)(B), would be considered to be individuals with respect to

whom a supplemental security income is being paid under 42 U.S.C. 1351 - 1383c; a

person

eligible for assistance under this paragraph who is not eligible under another

provision of this section shall pay a premium or other cost-sharing charges according

to a sliding fee scale that is based on income as established by the department in

regulations;
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(13) persons under [AGE] 19 years of age who are nol covered under
(a) of this section and whose household income does not exceed
(A) $1,635 a month if the household consists of one person;
(B) $2,208 a month if the household consists of two persons;
(C) $2,782 a month if the household consists of three persons;
(D) $3,355 a month if the household consists of four persons;
(E) $3,928 a month if the household consists of five persons;
(F) $4,501 a month if the household consists of six persons;
(G) $5,074 a month if the household consists of seven persons;
(H) $5,647 a month if the household consists of eight persons;
(1) $5,647 a month, plus an additional $574 a month for each
extra person above eight persons who is in the household if the household

consists of nine persons or more;
(14) pregnant women who are not covered under (a) of this section and

whose household income does not exceed
(A) $2,208 a month if the household consists of two persons:
(B) $2,782 a month if the household consists of three persons;
(C) $3,355 a month if the household consists of four persons;
(D) $3,928 a month if the household consists of five persons;
(E) $4,501 a month if the household consists of six persons:
(F) $5,074 a month if the household consists of seven persons;
(G) $5,647 a month if the household consists of eight persons;
(H) $5,647 a month, plus an additional $574 a month for each
extra person above eight persons who is in the household if the household
consists of nine persons or more
(15) persons who have been diagnosed with breast or cervical cancer
and who are eligible for coverage under 42 U.S.C. 1396a(a)( 10)(A)(ii.)(XVIII).

*Sec. 92. AS 47.08.060(c) is amended to read:
(c) In applying the formula to determine the applicant's share, the total gross

income and the total assets of the family of the applicant may be taken into account,

with the following exceptions:
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(1) ihe applicant's permanent place of abode;

(2) one noncommercial vehicle;
(3) tools, equipment, vehicles and other assets required in a trade or

business:
(4) ordinary household and personal effects;

(5) $1,000 of liquid assets;
(6) all nonliquid assets unless this exclusion would bnng about an

inequitable result; however, all income derived from this property shall be taken into

consideration in determining the recipient's gross income;
(7) inalienable shares in a Native corporation created under 43 U.S.C.

1601 et seq. [43 L.S.C. 1601-1628] (Alaska Native Claims Settlement Act), for the
period of their inalienability as specified in the Act;
(S) Alaska longevity be --is payments;
9) any other assets specifically restricted for the use of the recipient

by state or federal law.

*Sec. 93. AS 47.55.020(d) is amended to read:
(d) Notwithstanding AS 47.55.070 and (b) of this section, a resident of a home

whose income, assets, and icr resources are insufficient to pay the monthly rate set
under AS 47.55.030(b), and who does not have private insurance to cover the cost of
care, qualifies for payment assistance if the resident is otherwise in compliance with
requirements under this chapter. The amount of payment assistance equals the amount
needed, when added to other income and assets of the resident, to pay the monthly rate
set under AS 47.55.030(b). Payment assistance received by a home resident is a debt
to the stale. In determining the amount of payment assistance for which a home
resident qualifies, the following income, assets, and other resources of the resident

shall be disregarded:
(1) income from any source in an amount up to $100 a month as

established by the department by regulation;
(2) the following assets received under 43 U.S.C. 1601 et sen. [43

U.S.C. 1601 - 1629g] (Alaska Native Claims Settlement Act);
(A) cash dividends and other income equal to at least $2,000 as
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established by the department by regulation;
(B) stock;
(C) noncash dividends from stock; and
(D) land;

(3) apermanent fund dividend issued under AS 43.23;

(4) compensation lo volunteers under the federal retired and senior
volunteers (42 U.S.C. 5001), foster grandparents (42 U.S.C. 5011), and senior
companion (42 U.S.C. 5013) programs made in accordance with 42 U.S.C. 5044(f);

(5) federal World War Il restitution payments made under 50 U.S.C.
App. 1989b-4 andc-5;

(6) payments under AS 18.67 (Violent Crimes Compensation Boaid);

(7) an amount, determined by the department by regulation, that is
sufficient for burial expenses of the resident, the resident's spouse, and dependents of

the resident;
(S) real property being used as the primary residence of the resident's

spouse or a dependent of the resident;
(9) other real or personal property equal to at least a total value of up

to $10,000 as established by the department by regulation.
*  See. 94. AS 14.08.031(d); AS 18.50.950(4); AS 44.66.020, 44.66.030; and

AS 46.14.250(e) are repealed.
* Sec. 95. This Act takes effect immediately under AS 01.10.070(c).
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MEMORANDUM
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To: Office of Senator Therriault £

From: Senator Ralph Seekins

Re: Request for Hearing of SB 104

Attached please find Senate Bill 104 along with a concomitant sponsor statement.

Senate Bill 104 elevates the crime of permanent fund dividend (PFD) fraud to a class C felony
from a class A misdemeanor. It also codifies in law the Department of Revenue’s PFD fraud

investigation unit.

| respectfully request this hill he scheduled in the State Affairs Committee at your earliest
convenience. Thank you.
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“An Act relating to the crime of misrepresenting permanent fund dividend eligibility;
requiring the establishment of a permanent fund dividend fraud investigation unit in the

Department of Revenue.””

Senate Bill 104 seeks to strengthen the Department of Revenue’s ability to investigate fraud
associated with making a false application fora permanent fund dividend. Furthermore,
submission of a fraudulent permanent fund dividend application would become a class C felony.

In 2004 the Department of Revenue (DOR) examined over 1,600 fraud tips and audited over
1,700 permanent fund dividend (PFD) applications suspected of being fraudulent. This resulted
in $1.4 million in denied or assessed dividends (1,500+ applications). Furthermore, there were
three federal indictments and one conviction for crimes involving PFD fraud.

The most common PFD fraud offense involves persons who forge the signature of another on the
application (or related documents) with the intent of receiving a dividend to which they are not
entitled, h’s important to note that the bill is not intended to capture, for example, cases where
hushands or wives sign for each other. However, the provisions of this legislation would apply in
cases where the individual is attempting to steal from another person or from the state.

Current law (AS 11.46.500 - 510) describes three separate degrees of forgery — the two most
serious offenses are punishable as class B and C felonies, but arc limited to cases involving
various types of financial instruments such as currency, securities, deeds of trust, etc.

Forgery in the third degree covers instances where a person intentionally makes a false statement
on a written instrument (such as a PFD application). However, this offense is punishable as a
class A misdemeanor only. The DOR’s proposal to elevate PFD fraud from >simple
misdemeanor to a class C felony is expected to provide a more effective deterrent for this type of

theft.

Furthermore, Senate Bill 104 aids in identifying and curing instances of permanent fund dividend
fraud by codifying in statute a fraud investigation unit within the Department of Revenue. This
unit will assist the Department of Law in detecting and investigating instances of PFD baud.

2/14/05
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PFD proposed edits

OPTION ONE
This option is a re-write of Section 2, it

1) removes paragraph (1) of the A draft which on closer scrutiny is nol needed, and

2) provides a simpler approach to paragraph (2) of the A draft, eliminating the confusing
language discussed in Tuesday 3 hearing. PFD prefers this option. No changes are

proposed to Section 1.
* Sec. 2. AS 11.56 isamended by adding a new section to read:
See. 11.56.225. Misrepresenting permanent fund eligibility, (8 A person

commits the crime of misrepresenting permanent fund eligibility if the person

(1) submits an application for a permanent fund dividend for that person ot
for another person for a dividend year knowing that the application contains false
information relating lo eligibility for a permanent fund dividend; or

(2) knowingly gives false information to a public employee relating lo a

person 3 eligibility for a permanent fund dividend.

OPTION TWO

This option only removes paragraph (1)which isnot needed. No other c” anges are made

lo either Section 1 or 2.

*Sec. 2. AS 11.56 isamended by adding a new section to read:



Sec. 11.56.225. Misrepresenting permanent fund eligibility, (a) A person

commits the crime of misrepresenting permanent fund eligibility if the person
(1) makes a statement in an application for a permanent fund dividend and

the person would have violated AS 11.56.210 if the statement were not an application for

a permanent fund dividend; or

(2) makes a statement that the person does not believe lo be true to a public

employee with intent to mislead the public employee about a person 3 eligibility for a

permanent fund dividend.



Dr. Joe Sonneman
324 Willoughby, Juneau AX 99801 February 24, 2005

Senate State Affairs
Alaska Capitol
Juneau AK 99811 Re: Senate Bill 104

My apologies for leaving at 4:25 yesterday, but the Alaska Supreme Court was holding a
CLE [Continuing Legal Education] session across the street and that lasted until after 6 pm

1had signed up to testify on SB 104. but instead submit my brief comments here. These
comments have to do more with the need for investigation, than about the bill itself.

In 2004,1 chaired “Alaskans for Fair Elections,” the group that raised $10,000 to get the
Recount of the U.S. Senate election under way. As part of that process, we learned a lot about
various election procedures.

For example, | wrote the Division of Elections some questions, including one like this:
‘“When someone votes absentee in an Alaskans election, sending in an absentee ballot from
another State, what steps does Alaska take to make sure that person does not ALSO vote in that

other State’s election?’

The Division of Elections wrote back about like this: “Since there is no centralized
federal database saying who votes in which election, Alaska takes NO steps to crosscheck

against such a possibility.”

[ think this is perhaps doing too little, especially because some people may be tempted by
PFDs to try to continue voting in Alaskan elections after they are really no longer Alaska
residents. Instead, I think Flections could readily discover which 3-4 States hold MOST of the
people who vote absentee in Alaska elections. Alaska’s Division of Elections co 'Jthen seek to
form BILATERAL agreements with those States, to share our voting rolls with them, in
exchange for their sharing their voter rolls with us. In that way, Alaska could probably get 80-
90% of the absentee voters accounted for, without having to have a centralized Federal database.

As you see, this is somewhat related to the need to investigate PFD fraud, but not so
directly related as for me to comment on the bill otherwise. 1did think you ought to know about

the lack of double-checks by Division of Elections, though.
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Governor’s Proposal

Finance capital infrastructure projects by
Issuance of bonds

Use Interest earnings from a settlement to
nay off the bonds

-und projects that bring benefits today as
well as prepare for Alaska’s future



About the Settlement

State filed suit against oil companies over state’s
royalty oil valuation

Oomﬁanies filed lawsuit to stop trial proceeding in
Alaska

- Said couldn’t get a fair trial because 25% of settlement will go into
Permanent Fund

Accordingly all Alaskans who could be jurors and judges are biased

Federal court urged legislative solution
Cowper, Hickel introduced legislation

- Eliminated bias by excluding settlement’s earnings from calculation of
dividend



The Result...

Settlement account placed in Permanent Fund

- But earnings specifically excluded from dividend
calculation

Balance grown to $424 million from $82
million

Unlike dividend, there has been no “return” to
Alaska’s economy

Proposal; Put this settlement to work for
Alaska?



The Legislation ...

» HB 187/188 and SB 121/122

- Creates way to leverage annual earnings by Issuance
of bonds to finance capita! projects

- Pay bonds off with settlement’s annual earnings

» Estimated at $3C million annually

- Flexible payoff schedule in case earnings are down
for a period of time

- Protects the state’s good bond rating



Alaska Capital Income Account

Current

Realized Eamings 7
Permanent Fund

Amerada Hess

l-amini’s

Proposed

(HB 187, SB 122;

Realized Earnings} Earnings Reserve Dividends
Permanent Fund
Amerada Jss . Alaska Capital - ncome Account

callzed carnings Annual Appropriation

| or Alaska Projects

O ffice of Management and Budget



State of Alaska Capital Corporation

(I1* 1XX SK 121)



Capital Projects..

Governor’s capital budget proposes to tap
$340 million in bond proceeds to finance

capital projects

Projects include:

- Transportation Initiative - $145 million

- Deferred maintenance - $59 million

- University projects - $31 million

- Match Federal transportation funds - $72 million



Transportati

“Bottleneck Busters”

on Initiative

- $97 million

- Anchorage mid-town congestion - $26 million
- Glenn Highway corridor - $31 million
- Mat-Su congestion - $21 million

Tourism Promotion -

- Cooper River Hwy reha
- McCarthy Road - $2 mi

$11 million
h - $4 million
lion

lon

- Stampede Trail - $5 mil



Roads to Resources

Gasline infrastructure - Bridges

- Shaw Creek Richardson Hwy - $2.5 million
- Washington Creek/Dalton Hwy - $3.5 million
- Northbound Chena overflow - $11 million

DelLong Mt. Port Expansion - $2 million

North Slope

- Foothills West road EIS - $5 million
- Dalton Highway surface upgrade - $9 million






Use of the Amerac

Settlement to Ir

a Hess
vest

In Alaska's Infrastructure

(SB 121/122 and HB 187/188)

O ffice ofthe Governor
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A merada Hess Royalty O il Dispute

and Settlem ent

Settlement's History

The fight with North Slope oil producers started in 1977, almost as soon
as oil began to flow through the Trans-Alaska pipeline. That year the state
filed a lawsuit accusing oil companies of undervaluing their oil and gas
and thus denying the state the full value ofits 12.5% royalty share. In
1989, the state filed claims against 15 companies for $902 million. The
dispute became known as the Amerada Hess case, named after the first
company listed alphabetically in the lawsuit.1

Royalty oil is the state's ownership share of the crude coming out of the
ground. The state takes its royalty share in two ways: in-kind, which is
sold to Railbelt refineries and a Fairbanks electrical utility; and in value,
which is sold back to the producers and priced at the wellhead net of
transportation costs. The problem came in figuring out how to value the
royalty oil. The state claimed that the companies used “bookkeeping
fictions and intracorporate transactions"” to under value the oil at market
and overstate transportation costs, which combined to artificially lower the
wellhead value.1 The production at issue occurred between 1977 and
19S6 from the Kuparuk River and Prudhoe Bay oilfields.

The case became the longest running legal bar'e between the state and
North Slope produ* ers. lasting 18 years. One issue that came up early in
the course of the litigation was that since 25% ofroyalty payments are
dedicated to the Permanent Fund, earnings from settlement payments
would eventually trickle into annual dividends paid out to Alaska
residents. This issue was first raised in 1987 when three oil company
defendants filed a lawsuit in federal district court to enjoin the Amerada
Hess case from proceeding to trial in any court in Alaska. They claimed
they could not rec eive a fair trial in Alaska because even* judge and juror
had a financial interest in the outcome of the case by reason of their
respective annual Permanent Fund Dividends, which would be incieased
bv any earnings derived from damages awarded to the state in Amerada

Hess.?

7hc Amerada Hess company was actually a very minor player in the case and settled out of

c.ou-r unth llie state in 2989 for S319.000.
m “State Settles Oil Fighi - $100 Million Ends 18-Year Battle/ Ralph Thomas, Anchorage Dalily

AVu's, April 7. 1995.
Transmittal from Governor Hickcl for SB 213. March Is 1991.

Office ofManagement and Budget, 0171072005 Page 1



Amerada Hess Royalty Oil Dispute and Settlement

In June 1988, the federal district court dismissed the action, ruling that
the due process issue must be addressed in the state court before being
asserted in the federal court. The companies appealed. In 1989, the
Ninth Circuit Court of Appeals encouraged tf e parties to seek a legislative
solution. Governor Cowper immediately introduced corrective legislation.
This was ultimately passed into law (Ch 38, SLA 1989) in May 1989.
Codified as AS 43.23.045 (b) Dividend Fund, it provided that:

income earned on money awarded after trial in State v. Amerada
Hess, et al, 1JU-77-847 Civ. (Superior Court, First Judicial District)
shail be treated in the same manner as the Alaska permanent fund
except that it is not available for distribution to the (dividend)fund,
and shall be annually deposited into the principal ofthe Alaska
permanentfund.

Independently, in April of the same year the Ninth Circuit affirmed the
district court's disposition, requiring the oil companies to raise the issue of
disqualification in state Superior Court. The companies sought review by
the U.S. Supreme Court but their petition was denied.

In October 1990, the companies filed a motion to disqualify the Alaska
courts. In March 1991, Judge Carpeneti ruled that AS 43.23.045(b)
removes most, but not all. of the sources of revenue flowing to the
Permanent Fund dividend that created the bias. He also found that the
statute failed to prevent additional monies from going to the dividend fund
as a result of the so-called Amerada Hess price adjustment clauses in
royalty-in-kind (RIK) contracts. He agreed with claims by the oil
companies that if the state prevailed, it would result in a $300 million
judgement against refineries and the Fairbanks utility for in-kind
purchases. Part any judgement then would flow to the Permanent Fund
and increase Permanent Fund Dividends (by $10 in the first year,
increasing to about $40 in FY2015).

According to Judge Carpeneti. this I'dilure to deal with RJK recoveries
would require the Alaska court to disqualify itself. The result was another
piece of legislation introduced by Governor Hickel in March of 1991 that
became part of a more comprehensive rewrite of Permanent Fund statutes
(19 Ch 134 SLA 1992) that included repealing AS 43.2" 045(b) above. A
new section was added to AS 37.13.145 Disposition of Income statute:

(d) Notwithstanding (b) of this section, income earned m money
awarded in or received as a result ofStale v. Amerada Hess el al,
1JU-77 SAT Civ. (Superior Court, First Judicial District), including
settlement., summaryJudgement, or adjustment to a royalty-in-kind

Office ofManagement and Budget, 12/15/72004 Page 2



contract that is tied to the outcome ofthis case, or interest earned on
the money, or on the earnings of the money shall he treated in the
same manner as other income ofthe Alaska permanentfund, except
that it is not available to the dividend fund, and shall be annually
deposited to the principal of the Alaska permanentfund.

One final note on the legal history: 19 Ch. 134 SLA 1992 contained a
conditional repealer stating that if the Alaska Supreme Court made a final
determination that “nojudge orjuror is disqualified from serving as a
judge orjuror solely because the judge orjuror may qualify to receive a
permanent fund dividend," subsection (d) would be repealed, i.e., earnings
on the Amerada Hess principal would be added into the annual dividend

calculation.

Eventually, almost all of the state’s claims were settled out of court. The
final piece fell into place in 1995. when the state settled an assortment of
gas royalty claims against three companies—BP. Exxon, and Mobil—for
the last S100 million of about $1 billion in total settlements. Altogether
the state spent nearly $100 million in building its legal case. Over the
course of the litigation, the share of settlements deposited into the
Permanent Fund totaled $194.1 million. Realized earnings on the
Amerada Hess settlement money since the first deposit in FY 92 have
added another $230.3 million to the settlement principal, which totaled

$424.4 million at the end of FY 04.

Office of Management and Budget. 12/15/72004 Page 3



1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2002
7003
2004

Beginning

Inception

02,099,000

98.510,000
111,723,000
173,440,000
176,300,000
184,147,000
208,769.000
208,769,000
215,655,000
229,242,000
194,003.000
194.083,000
194,083.000

Total

Principal

Contributions

82,099,000
16,411,000
13,213,000
61,717,000

2.860,000

7,847,000
24,622,000
0

6,886,000
13,587,000
(35,159,000)
0
0
0

194,083,000

Ending

82,099,000

98,510,000
111,723,000
173,440,000
176,300,000
184,147,000
208,769,000
208,769,000
215,655,000
229,242,000
194,083,000
194,083,000
194,083,000
194,083,000

A m erada H ess

Settlem ent

Realized Earnings (over inflation)

Beginning

0

0

4,641,000
10,261,000
16,406,000
34.847,000
56,224,000
87,478,000
173,564.000
153,895,000
161.582,000
138,198,000
138,198,000
138,198,000

Total

Additions

0
4,641,000
5,620,000
6,145,000
18,441.000
21,377,000
31,254,000
36,086,000
30.331,000
7,0'7,000

(23,384,000)
0
0
14,713,000

152,911,000

Ending

0

4,641,000
10,261,000
16,406,000
34,847,000
56,224,000
87,478,000
123,564,000
153,895,000
161,582,000
138,198,000
138,198,000
138,198,000
152,911,000

Beginning

0
2,005,000
6,546,000

10,161,000
15,221,000
21,085,000
28,143,000
34,996,000
40,098,000
48,405,000
62,948,000
62,112,000
62,112,000
68,272,000
Total

Nolo FY2002 reductions are the result of an audit correction of an over deposit of settlement principal and related earnings

Source; Aluskn Permanent Fund, 12/15/200"

Inflation-proofing

Additions

2,005,000
4,54),000
3,6 15,000
5,060,000
5,864,000
7.058,000
6,853,000
5,102,000
8,307,000
14,543,000
(5,154,000)
4,318,000
6,160,000
9,133.000

77,405,000

Ending

2,005,000

G,54G,000
10,161,000
15,221,000
21,085,000
28,143,000
34,996,000
40,098,000
48,405,000
62,948,000
62,112,000
62,112,000
68,272,000
77,405,000

Total Settlement
Principal

84,104,000
109.697.000
132.145.000
205.007.000
232.232.000
260.514.000
331.243.000
372.431.000
417.955.000
453.772.000
394.393.000
394.393.000
400.553.000
424.399.000

Page -1



Legislation_to Levera%e Amerada Hess
Settlemént Earnings To Finance Capital Projects

Summary

1. Create the Alaska Capital Fund (HB 1ST, SB 122)

 Legislation establishes the Alaska Capital Fund

« The realized earnings off of the Amerada Hess principal (expected to be in
the $30 million/yr. range) would be deposited into the Alaska Capital

Fund.

e The Alaska Capital Fund is established within the Earnings Reserve
Account of the Permanent Fund

2 The purpose of putting it in the ERA instead of the general fund is so
the balance can be carried forward without being sulject to the

annual CBR sweep.

V The ability to earn- fund balance forward is critical to providing
security of payment to Wall Street despite expected volatility of
earnings.

/  The Alaska Capital Fund would be invested the same as the ERA and
retain its own earnings.

S The Alaska Capital Fund would accumulate realized earnings for 2
vears. beginning in FY 05, before being drawn down to pay debt
service.

v The accumulated balance would fund reserve accounts to secure debt.

e« AS 37.13.145(0) would be changed so ther** would be no inflation proofing of
the .Amerada Hess principal from the Alaska Capital Fund.

. ¢ Changes are made to the .Alaska Permanent Fund section of the FY 05
and 06 budget bills so that Amerada Hess realized earnings are deposited
into the Alaska Capital Fund and Amerada Hess principal is exempt from

inflation proofing.

¢ The Amerada Hess portion uf Permanent Fund principal would remain at
$424 million 'hereafter.

Office of Management and Budget, 03/05/2005 (rev.) Page 5



2. State of Alaska Capital Corporation Created (HB 188, SB 121)

+ Legislation establishes the State of Alaska Capital Corporation. The
Corporation is closely linked to the Department of Revenue and State Bond
Committee that would issue stand-alone moral obligation debt of the state

totaling $343 million.

¢ The Alaska Capital Fund would be the source ofrevenue to pay debt
service on bonds issued bv the corporation.

¢ Historically the Permanent Fund average annual earnings have been
9.64% and the ten year forecasted rate of realized return is 7.04%.

¢ Modeling shows debt service may be paid with a realized rate of return as
low as 5.5%, but given market volatility it is extremely important to be
able to withstand short term bear markets.

¢ A debt service reserve fund and an advance funded debt payment
account along with the fund balance of the Alaska Capital Fund provide
a high probability of an available funding source.

 Debt service on the bonds will be paid through annual legislative
appropriations from the Alaska Capital Fund to the Corporation.

¢ The moral obligation of the .tate is necessary to provide further
assurance to bondholders that annual debt service payments will
continue even during improbable unanticipated prolonged down market
periods, when there may be low or negative Amerada Hess realized
earnings paid into the Alaska Capital Fund.

¢ Consultations with credit rating agencies and financial advisors have
provided assurance that there will be no negative effect on the state’s
credit rating by issuing these bonds.

¢ Investment grade ratings in the "A” range are expected on the bonds.

¢ Bonds will be issued with a requirement to pay interest only with a final,
theoretical principal maturity date of 20 years. Purchasers, however,
understand that the actual repayment of principal will be based on
Amerada Hess earnings deposited into the .Alaska Capital Fund.
Expectations are that the bonds will be paid off much sooner than 20

vears.

Office of Management and Budget. 0370572005 (rev.) Page 6



A laska Capital Income Account

Current

Realized Earnings K _I »Dividfnds
PI-RMANKNT FUND Earnings Riisiirvi-

Annradi Hess

Earnings

’kOPOSHP (I1B 187, SB 122)

Reslized Eamings Warnings Kisi k\i ’1Di‘”de”ds
I’l KMANIIN I 1 1INI
Alaska Capital Income Account

Ar.icrada lless .

At ot Realized Paviings . Annual Appropriation
For Alaska Projects



State of Alaska Capital Corporation (iib 188,sb 121)



Alaska Capital Income Account (HB 187, SB 122

Am Hess Principal
Am Hess Transfer Rate
Blended Rate

Realized
Earnings Beginning
Rale Balance
2005 7 04% —
2000 7 04% .
2007 7.0v1%
2008 7.04%
2009 7 04%
2010 7 04%
2011 7.04%
2012 7.04%
2013 7.04%
2014 7.04%
. 2015 7 04%
2016 7.04%
2017 7.04%
2018 7 04%
2019 7 04%
2020 7 04%
2021 7 04%
2022 704%
2023 7 04%.
2021 7.04%
2025 7 04%,
2026 7 04%,
2027 7 04%,
2028 7 04%,
2029 7 04%,
2030 7 0490
2031 7 04%
2032 7 04%
2033 7 04%, 1
203*1 7 04%,
2035 7 04%,
20361 7 04%
2037] 7 0*1%
203R| 7 0*1%

Sonne: Dcpailmenl nfltcvemio. 03 '04/05

424,399,000

Amerada Hess

Earnings
29.877,690
29,877.690
29,877.690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877 690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29.877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,G90
29,877 690
29,877,690

Transfer to
SOA CC
29,877 690
29,877,690
29,877,690
29,877,690
29,877,690
29.877,690
29,877,690
29,877,G90
29,877,690
29,877,690
29,877,690
29,877,690
29.877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29.877,690
29,877,690
29,877,690
29,877,690
29.877.G90
29,877,690
29,877,690
29,877.690
29,877,690
29,877,690
29 877,690
29,877,690
29,8"7.690
29.877,690

Ending
Balance

Average annualized realized earnings rate

7 04%)] i
* Total return is forecast at 7.61% which will result
in AM lless principal growth of 57% annually that is
not reflected in this model

I'ilIC 9



Borrowin

g Rate
2005 6 00%
2006 6.00%
2007 G.00%
2008 6 00%
2009 6 00%
2010 6.00%
2011 6.00%
2012 6 00%
2013 6 00%
2014 6.00%
2015 6 00%
2016 6 00%
2017 6.00%
2018 6.00%
2019 6 00%
2020 6 00%
2021 6 00%
2022 6.00%
2023 6 00%
2024 6 00%
2025 6 00%
2026 6 00%
2027, 6 00%
2028 6 00%
2029’ 6 00%
203P1 6 00%
2031; 6 00%
2032 6 00%
20331 6 00%
2034 6 00%
2035; 6 00%
2036; 6 00%
2037, 6 00%
20381 6 00"/o

Si'iiu t:

Earning

s Rale
2.00%
2 00%
2.00%
2.00%
2 00%
2 00%
2 00%
2.00%
2 00%
2.00%
2 00%
2 00%
2.00%
2 00%
2 00%
2 00%
2 0070
2.00%
2 00%
2 00%
2 00%
2 00%
2 00%.
2 00%
2 00%
2 00%
2 00%
2 00%
2 00%,
2 00%
2 00%
2 00%,
2 00%,
2 00% |

Beginning
Balance
29,877,690
18,397,738
30,402,002
21,287,088
19,913,317
19,016,354
18,101,496
17,132,123
16,102,429
15,008,487
13,846,278
12.611,539
11,299,744
9,906,085
8,425,453
6,852,420
5,181,219
36,344,800
63,073,234
94,425,915
126.411,983
159,044.235
192,335,724
226,299,769
260,949,956
296,300,146
332,364,482
369,157,391
406,693,590
444.988,096

484.056,229 ;

523,913,617
564,576,205

State of Alaska Capital Corporation (HB 188, SB 121)

Lease
App opriation
Received
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,699
29,877,690
29.877,690
29,877,690
29,877,690
29,877,690
29,877.690
29,877.690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29,877,690
29.877,690
29,877,690
29,877,690
29.877,690
29,877,690

29,877,690 j

29.877.690

29,877,690 ;

29,877,690
29,877,690

| k-parlmenl of Revenue, 03/0-1/05

’

Outstanding
bonds

326.096,837
326,096,837
326,096,837
304,948,765
290,377,839
275,432,173
259 589,990
242,761,603
224,883,183
205,889,046
185,709,554
164,270,733
141,493,993
117,295,838
91,587,564
64.274,929
35,257,811
4,429,839

Revenue Func

Nominal
Interest

Payments
9,782,905
19,565,810
19,565.810
18,296,926
17,422,670
16,525,930
15,575,399
14,565,696
13,492,991
12,353,343
11,142,573
9,856,244
8,489,640
7,037,750
5,495,254
3,856,496
2,115,469
265,790

Flexible
Principal
Payments

21,148,072
14,570,926
14,945,666
15,842,183
16,828,387
17,878,420
18,994,137
20,179,492
21,438,821
22,776.740
24,198,155
25.708,274
27,312,635
29,017,118
30.827,972

4,429,839

Earnings on
Fund
Balance
1,134,948
1,792,385
1,821,278
1,716,391
1,693,684
1,675,566
1,656,724
1,636,733
1,615.497
1,592,935
1,568,966
1,543,500
1,516,446
1,487,703
1,457,166
1,424,724
1,719,648
1,646,374
1,574.991
2,208,379
2,854,562
3,513,800
4,186,355
4,872,497
5,572,501
6,286,646
7,015,219
7,758,510
8,516,817
9,290,443
10,079,698
10,884,898
11,706,365

Transfers In

32,609,684

DSRForCF
Transfers out
/ Operations

Expense

32,709,684
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
160,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100.000
100,000
100,000
100,000
100,000

Ending

Balance
29,877,690
18,397,738
30,402,002
21,287,088
19,913,317
19,016,354
18,101,496
17,132,123
16.102.429
15,008,487
13,846,278
12.61 1,539
11,299,744
9,906,085
8,425,453
6,852,420
5,181,219
36,344,800
63,073.234
94,425.915
126,411,983
159.04 235
192,335,724
226,299,769
260,949,956
296,300,146
332,364,482
369.157,391
406,693,590
444,988,096
484,056,229
523 913,617
564,576,205
606,060.259

Page 10



Source:

2005
006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
' 2031
2032
2033
2034
2035
2036
2037
2038

Earnings
Rate
4 00%
4 00%
4 00%
4 00%
4 00%
4.00%
4 00%
4.00%
4 00%
4 00%
4.00%
4 00%
4 00%
4 00%
4 00%
4.00%
4 00%
4.00%
4.00%
4 00%
4 00%
4 00%

400% _

400%
4 00%
4 00%
4 00%
Oo
400%
4 00%
4 00%
4 00%
4 00%
4 00%

State of Alaska Capital Corporation (HB 188, SR 12”
Reserve Fund

Beginning
Balance

32.609.684

32.600.684

32,609,684
32,609,684
32,609,684
32,609,684
32,609,684
32.609,684
32,609,684
32.609,684
32,609.684
32,609,684
32,609,684
32,609,684
32,609,684
32,609,684
32,609,684

Department ol Revenue. 0J/0«1/0>

Additional

Contributions

32,609,684

Earnings on

Fu id Balance

652,194
1104 387
1,304 387
1,304,387
1,304,38/
1,304,387
1,304,387
1,304,387
1,304,387
1,304,387
1,304,387
1,304,387
1,304,387
1,304,387
1,304,387
1,304,387
1,304,387

652,194

Earnings

Transfer Out

“6527(94
1.304.387
1.304.387
1,304,387
1,304,387
1,304,387
1,304,387
1,304,387
1,304,387
1,304,387
1,304,38/
1.304,387
1,304,387
1,304,387
1,304.387
1,304,387
1.304,387

652,194

Termination of

Reserve

Ending Balance

32.609.684
32.609.684
32,609,684
32,609,684
32,609,684
32,609,684
32,609,684
32,609,684
32,609,684
32,609,684
32.609.604
32,609,684
32,609,684
32,609,684
32,609,684
32,609,684
32,609,684

“

Paoc i



State of Alaska Capital Corporation (HB 188, SB 121)

Construction Fund Run Solver to force cell g38 to equal zero by changinc cell d6.

Earnings Beginning Bond Proceeds Earnings on "-ProJecTCash Ending
Rale Balance /transfers Fund_Balnnccf~ Flow Balance
2005 3 00% - -
200G 3 00% . 326,096,837 9,625,031 20,150,000 315,571,868
2007 300% 315,571,868 3,458,439 88,467,690 230.562.617
2000 300% 230,562,617 2,221,338 84,694,733 148,089,222
2009 300% 148,089,222 822,628 94,070,000 54,841,850
2010 3 00% 54,841,850 445,650 25.577,500 29,710,000
2011 3 00% 79,710,000 375,000 5,085,000 25,000,000
2017 3 00% 25,000,000 0 25,000,000 0
2013 3 00% 0 0 0
2014 3 00% 0 0 0
7015 3.00% 0 0 0
20!6 3 00% 0 0 0
2017 3 00% 0 0 0
2010 3 00% 0 0 0
2019 3 00% 0 0 0
7020 3 00% 0 0 0
2021 3 00% 0 0 0
2022 3 00% 0 0 0
2073 3 00% 0 0 0
2024 3 00% 0 0 0
2023, 3.00% 0 0 0
2026i 3 00% 0 0 0
7027i 3.00% 0 0 0<
7028 3 00% 0 0 0
7079; 3 00% 0 0 0
2030 3 00% 0 0 0
2031]j 3 00% 0 0 0
2032 3 00%' 0 0 0
2033 3 00% 0 0 0
203-1, 3 00% 0 0 0

total projects 343,044,923 00

Siiiiiyc  I)cp;ii'liuex! of Revenue, 0.1/04/05 I'gc 12
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Re:
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requirement in AS 37.13.145(d)

M EM O R ANUDUWM

To:

From:

Cheryl Frasca
Office of the Governor

Wilson L. Condon
As”jtant Attorney General
Oil. Gas & Minmg-Anchorage

INTRODUCTION

Tel. No.:

File No.:

January 28, 2005

State of Alaska

Department of Law

January 28. 2005

269-5255
N/A
Repeal of Amerada Hess

earning sequestration
requirement in AS 37.13.145(d)

In 1991 the legislature enacted the current version of AS 37.13.145(d) as part ol
provisions governing management of the Alaska Permanent Fund Corporation (“APFC").
The statute imposes afinancial sequestration requirement on eamings from settlement
proceeds received by the State m ANS Royalty Litigation, commonly known as the
Amerada Hess ("AmHess") litigation. In relevant part. AS 37.13.145(d) requires that:

[lIncome earned on money awarded in or received as a result of State
v. Amerada Hess, et al., 1JU-77-847 Civ. (Superior Court. First Judicial

District), including settlement, summary judgment, or adjustment to a
rovaltv-in-kind contract that is tied to the outcome of this case, or interest

earned on the money, or on the eamings of the money ...

is not available for

distribution to the diudend fund, and shall be annually deposited into the

principal of the Alaska permanent fund.

The legislature adopted the statute in order to negate an argument advanced by
producers during the AmHcss litigation that no Alaska judge orjuror could be impartial in
the adjudication of the matter because they had a financial stake in the outcome. According
to the producers, any judgment returned would ultimately be deposited into the Alaska
Permanent Fund, affecting the si/e of the annual Permanent Fund Dividend (“ PFD”").

Page 1?



Cheryl Frasca January 28, 2005

Re: Repeal ofAmerada Hess earning sequestration
requirement in AS 37.13.145(d)

All issues in the AmHess litigation were concluded and the case dismissed in 1995.
Since the statute was adopted, the APFC has always used a separate sub-account to isolate
any AmHess proceeds and the income earned on those proceeds. This sub-account is part of
the principal account of the permanent fund. The purpose of the sub-account is: (1) to
ensure that AmHess earnings are not included in the amount frcm which the PFD is annually
paid; and (2) to track the amount to be transferred annually from the Fund’s realized
eamings account to Fund principal, and thereafter be allocated to the AmHess sub-account.
Presently, no additional AmHess litigation proceeds are due from the producers, but annual
eamings allocations and adjustments continue to be handled in conformity with AS

37.13.145(d).
.  QUESTIONS PRESENTED

1 Can the legislature repeal AS 37.13.145 at this time?

I1l.  SHORT ANSWER

1 Yes. the legislature has authority to repeal the provisionsof AS 37.13.145.
However, the bias challenge raised by the producers in AmHess is one that is
capable ofrepetition in future litigation. Most likely, it would be raised
again.l Therefore, repeal of AS 37.13.145 may undermine the State’s position
in future litigation that Alaska judges and jurors are not financially impacted
by litigation proceeds. The producers will argue that an agreement by the
State to segregate future litigation proceeds is illusory. They will contend that
any segregation requirement will eventually be repealed, and the money
thereafter commingled with PFD funds. Thus, under their argument, judges
and jurors will retain an expectation ofrecovery from the proceeds in the
matter before them, thereby requiring their disqualification.

V. DISCUSSION

As long as there are no contractual promises enforceable under the federal Contract
Clause.2avalid general act ma> effectively icpeal or supersede the provisions of a prior

This is so because the disqualification issue was never fully litigated on the merits
through appeal in either the state or federal litigation arising out of Hess.

U.S. Const, art. 1, $ 10. cl. 2 C[nJo State shall. .. pass any . .. Law impairing the
Obligation of Contracts.”).
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Cheryl Frasca January 28, 2005

Re: Repeal ofAmerada Hess earning sequestration
requirement in AS 37.13.145(d)

act.? Here, there is no contractual promise with the AmHess parties to maintain a
sequestration requirement for any fixed period oftime, or indefinitely. No judicial order
mandates the treatment. The reasons prompting enactment of the provision became moot
when all issues in the case were settled in 1995. Thus, as a legal matter, the legislature is
presently free to repeal the sequestration requirements of AS 37.13.145(d).

In practical 'erms. repeal of AS 37.13.145(d) would mean that the annual realized
income ofthe Fund would be increased by the amount earned from approximately S400
million of assets. Under the current distribution formula, this means that the amount ofthe
annual PFD would be increased as a result of inclusion 0f AmMHess proceeds in “the amount
available for distribution to the dividend fund. Die Am”eSSjudges and potential jurors
will now belatedly realize larger PFDs from repeal ofthe provision.

Although no legal obstacle impedes repeal of AS 37.13.145(d), the legislature may
care to balance the benefits of such repeal versus the potential negative consequences. In
the benefit column, there will be fairly insubstantial savings of A PFD accounting time and
bookkeeping entries isolating the funds and the eamings on those funds. Also in the benefit
column, there will be an increased annual PFD available for ail Alaskans. In the negative
column he legislature may have furnished the producers an evidentiary basis to argue in
future litigation that “we all know that proceeds of this lawsuit will eventually find their
way into the PFD, and therefore, no Alaskan judge orjuror can be impartial.”

| cannot say that a future stale or federal court would entertain such an argument
based on aone-time incidence ofrepeal. It is even more tenuous to suggest, as the
producers would, that Alaskan judges and jurors follow the requirements of P*-D accounting
so closely to know ofthe repeal of AS 37.13.145(d). However, it may unnecessarily
complicate future litigation Therefore, in the absence of a more compelling justification for
repeal than Jcurrently see, 1would counsel leaving the statute on the books.

WLC:AMP:cb

State v. Lewis, 559 P.2d 630 (Alaska 1977). cert, denied, 432 U.S. 901.

AS 37.13.145(d).



The follow ing C apital Projects are proposed for

FY 06 funding by the Alaska C apital Fund

Page 16



Project Review Listing

FYO6 Governor's Capital Budget

Multiple User Selected Fund Codes

Department of Administration
AP/AL Project Title

AP Public Building Facilities Projects

AP Maintenance Projects tor Facilities Outside the Public Building Fund

Department of Commerce. Community, and Economic Development
AP/AL Project Title

AP Energy Projects
AP City of Unalaska - Boat Harbor

AP Tongass Coast Aquarium, Inc

Department of Corrections
AP/AL Project Title

AP Institution Closec Circuit TV Bystem Recording
AP Deterred Maintenance, Repair, and Renovations

AP Statewide Equipment Replacement

Fund Source Total

2000 Bond Funds

2000 Bond Funds

General Fund Total:
Federal Total:
Other Total:

Department Total;

$6,902.000

$3,098,000

0
0

$10000000
$10,000000

Fund Source Total

2000 Bond Funds
2000 Bond Funds

2000 Bond Funds

General Fund Tot3l:
Federal Total:
Other Total:

Department Total;

$250,000
$2,000000

$100000

0
0
$2,350,000

52,350,000

Fund Source Total

2000 Bond Funds

2000 Bond Funds

2000 Bond Funds

Ap  Community Jails Life. Safety and Secunty Renovations and M icellaneous Equipment

“indicates an appropriation with allocations (amounts riot included in to.alsg ¢ Ainsk
.o tate of Aiaska

1-31-2005 1-27 pm Office °' Management ano buoget

2000 BonO Funds

General Fund Total:
Federal Total:
Other Total:

Department Total;

$2,500,000

$8,000,000

$450,000

$100,000

$11,050,000
$11,050,000
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Project Review Listing
FYO6 Governor's Capital Budget

Multiple User Selected Fund Codes

Department of Fish and Game
AP/AL Project Title

AP

AP

AP

AP

AP

Deferred Mainlenance Facilities

Fairbanks Infrastructure Renewal and Replacement Upgrades
Vessel and Aircraft Repair and Maintenance

DIDSON Sonar Equipment Purchase

Westward Region Chignik Weir Improvements and Repairs

Office of the Governor
AP/AL Project Title

AP

Governors House Mainlenance

Department of Health and Social Services
AP/AL Project Title

AP

AP

AP

AF

AP

AP

AP

MH: Cnsis Treatment Facility - Pnase 2

Bethel Youth Facility Secunty Improvements

Anchorage Pioneer Home Emergency Generator Replacement
Juneau Pioneer Home Roof Replacement

Deferred Maintenance Renovation, Repair and Equipment

Pioneers' names Deferred Maintenance. Renovation. Repair arid Equipment

2000

2000

2000

2000

2000

Fund Source Total

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

General Fund Total:
Federal Total:

Other Total:

Department Total:

2000

5400.000

5200.000

5278.500

5500.000

5121.500

0
0
$1,500,000

51,500,000

Fund Source Total

Bond Funds

General Fund Total:
Federal Total:

Other Total:

Department Total:

2001

2000

2000

2000

2000

2000

5100,000

0
0
$100,000

$100,000

Fund Source Total

Bonds MH

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funos

Emergency Medical Services Ambulances and Equipment Statewide - Match far C,de Biue Pioject

Indicates an appropriation with allocatTn1 (amounts i icluded in totals)

:,.j1“2u,0 11—, pir

Stale of Aiaska
1 theeof Management ana Bucket

2000

Bond Funds

52.500.000

5233,900

5600.000

51,000.000

51.500.000

52.500.000

5425.000
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Project Review Listing

FY06 Governor's Capital Budget

Multiple User Selected Fund Codes

Department of Health and Social Services
AP/AL Project Title

AP Juvenile Offender Management Information System Software Upgrade

AP MH: Alaska Psychiatric Institute Autom-tion Project

Fund Source Total

AP Senior Centers Deferred Maintenance. Construction. Renovalion. Expansion and Equipment

AP MH: Deferred Maintenance and Accessibility Improvements

Department of Labor and W orkforce Development
AP/AL Project Title

AP Alaska Vocational Technical Center Deferred Maintenance

Department of Law
AP/AL Pr -ct Title

AP Management Information System

Department of Military and Veterans Affairs
AP.AL Project Title

AP Anchorage Armory Expansion

AP Military Voutn Academ> Dming Facility Renovation and Repair

mindicates an appropriation with allocations (amounts not included in totals)
* Stale of Alaska

1-31-2005 1.27 pm Office of Management ano Buoge:

2000 Bond Funds $325,000
2001 Bonds MH S674.200
2000 Bond Funds $1,000,000
2001 Bonds MH $150,000
General Fund Total: 0
Federal Total: 0
Other Total: $10.908.100
Department Total: $10,908,100

Fund Source Total

2000 Bond Funds $2,500,000
General Fund Total: 0
Federal Total: 0
Other Total: $2,500,000
Department Total: 52,500,000

Fund Source Total

2000 Bond Funds $1,000,000
General Fund Total: 0
Federal Total: 0
Other Total: 51.000,000
Department Total: 51,000,000

Fund Source Total

2000 Bond Funds $500,000
2000 bond Funds $276,900
Page 19



Project Review Listing
FYO6 Governor's Capital Budget

Multiple User Selected Fund Codes

Department of Military and Veterans Affairs
AP/AL Project Title

AP Army Guard Deferred Maintenance, Renewal, and Replacement

Department of Natural Resources
AP/AL Project Title

AP State Park Emergency Repairs

Fund Source Total

2000 Bond Funds 5500,000
General Fund Toiui. 0
Federal Total: 0
Other Total: $1,276,900
Department Total: $1,276,900

Fund Source Total

AP Forestry Buildings Repairs to Correct Fire and Life Safety Deficiencies Phase 2

AP Forestry Area Offices Hazmat Storage Facilities

AP State Park Deferred Maintenance

AP Fire Suppression Engine and Truck Replacements

AP Replace Forestry Trailers at Copper River and Delta

AP Rehabilitation ol Anchor Point Campgrounds for Private Operations
AP Byers Lake Campground Rehabilitation

AP Nancy Lake Campground Rehabilitation

AP Harding Lake Campground Rehabilitation

Department of Public Safety
AP/AL Project Title

AP Firefighting Engines and Equipment

AP Statewide Facilities Maintenance

Indicates an appropriation with allocations (amounts no! included in totalsi
State of Aiast a
1*2'-Z00? f 2 nm Office ol Management arid budge;

2000 Bond Funds 5400.000
2000 Bond Funds $276.400
2000 Bond Funds 590,000
2000 Bond Funds 5300.000
2000 Bond Funds 5400.000
2000 Bond Funds 5233,600
2000 Bond Funds 5150.000
2000 Bond Funds 5100.000
2000 Bond Funds 5300.000
2000 Bond Funds 5200.000

General Fund Total:
Federal Total:
Other Total: $2,450,0u0

Department Total: $2,450,000

Fund Source Tr tal

2000 Rond Funds $500,000
2000 Bond Funds $716,600
nage 20



Project Review Listing
FY06 Governor's Capital Budget

Multiple User Selected Fund Codes

Department of Public Safety
AP/AL Project Title

AP

AP

AP

AP

AP

Electronic Finge'orint Services-Live Scan
Aircraftand Vessel Repair and Mainlenance

Law Enforcement Equipment Replacement

Live Bum Building at Fairbanks Fire Training Center

Burn Panel Installation at Juneau Fire Training Center

Department of Transportation and Public Facilities

AP/AL Project Title

AP

AL

AL

AL

AL

AL

AL

AL

AL

AL

AF

AL

AL

Governor’s Transportation initiative

Anchorage: Mid-Town Congestion and Truck Route Improvements
Glenn Highway Corridor

Kenai Peninsula. Kalifomsky Beacn Road Rehabilitation

Mat-Su: Congestion Improvements

Richardson Highway Passing Lanes Segments

Fairbanks University Avenue-Geist-Johar.sen Intersection Improvements
Cordova. Copper Rive' Highway Rehabilitation

McCarthy Roac Major Maintenance

Stampede Roac. Improvements MP 0 to 8

Governor's Transportation Access to Resources Initiative
Rictiardson Highway: Shaw Creek Bridge

Elliot: Highway Washington Creek bridge Replacement for Gas Pipeline

indicates an appropriation witr allocations (amounts not include** in to.ais)

1;.1-nyd5 127 pm

State of Alaska
Office ot Management and budge!

2000

2000

2000

2000

2000

sneral

Fund Source Total

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Fund Total:

Federal Total:

Other Total:

Oepartment Total:

2000

2000

2000

2000

2000

2000

2000

2000

2000

2000

2000

2000

2000

5465,000

52.314.300

51,177,100

5150.000

5150.000

0
0
55,475,200

55,475,200

Fund Source Total

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bono Funds

Bond Furies

5108,000,000

526,000.000

530,500,000

511.000,000

521,000,000

55,000,000

53,500,000

54,000,000

52,000.000

55.000.000

537.000,000

52,500,000

53,500,000
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Project Review Listing
FY0O6 Governor's Capital Budget

Multiple User Selected Fund Codes

Department of Transportation and Public Facilities
AP/AL Project Title

AL Fairbanks: Richardson Highway - Northbound Chena Overflow Bridge for Gas Pipeline

AL

AL

AL

AL

AP

AP

AP

AP

AP

AP

AP

AP

AP

AP

AP

AP

AP

AP

AL

AL

DelLong Mountain: Port Expansion EIS Completion
North Slope: Foothills West Road EIS

North Slope: Bulien Point EIS

Dalton Highway Surfacing Upgrades

Industnal Road Program

Airport Deferred Maintenance

Highway Deferred Maintenance

Facilities Deferred Maintenance and Critical Repairs

Emergency and Non-Routine Repairs

2000

2000

2000

2000

2000

2000

2000

2000

2000

2000

Alaska Marine Highway System - Vessel and Terminal Overhaul arid Rehabilitation

2000

Fund Source Total

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond FI ds

Bond Funds

Bond Funds

Bond Funas

Material Stockpile' - Dalton Highway, Glenn Highway, Richardson Highway and Tok Cutoff

Harbor Deferred Mainlenance

Hoonan Harpor Deferred Maintenance and Transler
Petershurg; North Haiuor Deferred Maintenance and Transler
Statewide Airport Lease Lots Development

Willow Maintenance Station Replacement

WAN Infrastructure Upgrade

Statewide Federal Programs

Feoeral-Aid Aviation State Match

Federal-Aid Highway State Match

" inuicaies an appropriation with allocations (amounts no! included in totals)

1:31*2095 127 pm

State ot Alaska
Office of Management and Budget

2000

2000

2000

2000

2000

2000

2000

2000

2000

2000

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

Bond Funds

$11,000000
52.000.000
$4,000,000
55.000.000
59.000.000
$10,000000
$1,500,000
$3,000,000
$6,000000
$500,000
56.500.000
$600,000
53.000.000
$3,500,000
$2,500,000
$4,000,000
$350,000
$185,000
$56,500,000
514,500,000

$42,000,000
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Project Review Listing
FYO6 Governor's Capital Budget

Multiple User Selected Fund Codes

Department of Transportation and Public Facilities

AP/AL Project Title Fund Source Total

AP Congressional Earmarks

2000 Bona Funds $15,000,000
General Fund Total: 0
Federal Total: 0
Other To'al: $260,135,000
Department Total: $260,135,000

University of Alaska

AP/AL Proiect Title Fund Source Total

AP Strategic Land and Property Acquisitions

200C Bond Funds $2,150,000

AP Systemwide Minor Renewal and Renovation
2000 Bond Funds $6,886,500

AP Integrated Science Complex

2000 Bond Funds S$21.600.000
General Fund Total: 0
Federal Total: 0
Other Total. $30,636,500
Deptrtment Total: 530,636,500

Alaska Court System

AP/AL Project Title Fund Source Total

AP Bethel Courthouse
2000 Bond Funds $825 000

linjca. -s an appropriation witn allocation; (amounts not included m toiais)
Stain o' Aiesta

t-31-2005 127 pm Otfict ot Manageman; and Budge: Ja%e —



Project Review Listing
FY0O6 Governor's Capital Budget

Multiple User Selected Fund Codes

Alaska Court System

AP/AL Project Title Fund Source Total
AP Deterred Maintenance Projects

2000 Bond Funds 5300,000

General Fund Total: 0

Federal Total: 0

Other Total: $1,125,000

Department Total: $1,125,000

General Fund Grand Total: 0

Federal Grand Total: 0

Other Grand Total: $340,506,700

mind'Cate; an appropriation with allocations (amounts no: mciude-c m tolais)
State o* A'asi a






491 Alaska Permanent Fund and C orporation § 37.13.150

of intent related to the 1989 amendments to this
section by ch. 4. SLA 1989 (CSHB 69(SA)), see 1989
Senate Journal 621.

Sec. 37.13.130. Gains and losses. [Repealed, § 13 ch 81 SLA 1982.]

Sec. 37.13.140. Income. Net income of the fund includes income of the earnings
reserve account established under AS 37.13.145. Net income of the fund shall be
computed annually as of the last day of the fiscal year in accordance with generally
accepted accounting principles, excluding any unrealized gains or losses. Income avail-
able for distribution equals 21 percent of the net income of the fund for the last five fiscal
years, including the fiscal year just ended, but may not exceed net income of the fund for
the fiscal year just ended plus the balance in the earnings reserve account described in
AS 37.13.145. (8 5ch 18 SLA 1980; am § 8 ch 81 SLA 1982; am § 1ch 28 SLA 1986; am
§ 18 ch 134 SLA 1992)

Sec. 37.13.145. Disposition of income, (a) The earnings reserve account is estab-
lished as a separate account in the fund. Income from the fund shall be deposited by the
corporation into the account as soon as it is received. Money in the account shall be
invested in investments authorized under AS 37.13.120.

(b) At the end of each fiscal year, the corporation shall transfer from the earnings
reserve account to the dividend fund established under AS 43.23.045, 50 percent of the
income available for distribution under AS 37.13.140.

(c) After the transfer under (b) of this section, the corporation shall transfer from the
earnings reserve account to the principal of the fund an amount sufficient to offset the
effect of inflation on principal of the fund during that fiscal year. The corporation shall
calculate the amount to transfer to the principal under this subsection by

(1) computing the average of the onthly United States Consumer Price Index 'hr all
urban consumers for each of the two previous calendar years;

(2) computing the percentage change between the first and second calendar year
average; and

(3) applying that rate to the value of the principal of the fund on the last day of the
fiscal yearjust ended.

(d) Notwithstanding (b) of this section, income earned on money awarded in or
received as a result of State v. Amerada Hess, et al., 1JU-77-84V Civ. (Superior Court,
First Judicial District), including settlement, summary judgment, or adjustment to a
royalty-in-kind contract that is tied to the outcome of this case, or interest earned on the
money, or on the earnings of the money shall be treated in the same manner as other
income ofthe Alaska permanent fund, except that it is not available for distribution to the
dividend fund, and shall be annually deposited into the principal of the Alaska
permanent fund. (8 9ch 81 SLA 1982; am 8§ 2 ch 28 SLA 1986; am § 19 ch 134 SLA i992)

Conditional repeal of subsection (d). — Under 43.23.045(e), repealed by sec. 29 of this Act, or AS
§ 28, ch. 134, SLA 1992, subsection (di "is repealed on  37.13.145(d), added by sec. 19 of this Act, nojudge or
the day that the revisor of statutes certifies to the juror is disqualified from serving as ajudge or juror
legislature that the Alaska Supreme Court has made solely because the p; < or juror may qualify to
a final determination that, in the absence of AS receive apermanent hi 1dividend."

NOTES TO DECISIONS

Stated in State Dep't of Revenue v. Cosio, 858 P.2d
621 (Alaska 1993); Exxon Corp. v. llein/.e, 32 F.3d
1399 (9th Cir. 1994).

Sec. 37.13.150. Corporation budget. The revenue generated by the fund’s invest-
ments must be identified as the source of the operating budget of the corporation in the



§ 37.13.160 Public Finance 492

state’s operating budget under AS 37.07 (Executive Budget Act). The unexpended balance
of the corporation’s annual operating budget does not lapse at the end of the fiscal year
but shall be treated as income under AS 37.13.140. (§ 5ch 18 SLA 1980; am § 10ch 81
SLA 1982; am § 20 ch 134 SLA 1992)

Sec. 37.13.160. Audits. The Legislative Budget and Audit Committee may provide
for an annual post audit and annual operational and performance evaluations of the
fund’s investments and investment programs. (8 5ch 18 SLA 1980; am § 11 ch 81 SLA
1982; am § 21 ch 134 SLA 1992)

Cross references. — For the responsibilities ofthe
Legislative Budget and Audit Committee, see AS
24.20.206.

Sec. 37.13.170. Reports and publications. By September 30 of each year, the board
shall publish a report of the fund for distribution to the governor and the public. The
board shall notify the legislature that the report is availab'e. The report shall be written
in easily understandable language. The report must include financial statements audited
by independent outside auditors, a statement of the amount of money received by the
fund from each investment during the period covered, a statement of investments of the
fund including an appraisal at market value, a description of fund investment activity
during the period covered by the report, a comparison of the fund performance with the
intended goals contained in AS 37.13.020, an examination of the effect ofthe investment
criteria of this chapter on the fund portfolio with recommendations of any needed
changes, and any other information the board believes would be of interest to the
governor, the legislature, and the public. The annual income statement and balance sheet
of the fund shall be published in at least one newspaper in each judicial district. The
income statement and balance sheet for the two fiscal years preceding the publication of
the election pamphlet under AS 15.58 shall be included in that pamphlet. (8 5ch 18 SLA
1980; am § 22 ch 134 SLA 1992; am § 62 ch 21 SLA 1995)

Sec. 37.13.180. Tax exemption. The corporation and the fund are exempt from all
taxes and assessments in the state. All security instruments issued by the corporation or
‘he fund, their transfer, and their income are exempt from all taxes and assessments in
the state. (8 5ch 18 SLA 1980; am § 23 ch 134 SLA 1992)

Sec. 37.13.190. Political activities. The resources of the corporation or the fund
may not be used to finance or influence political activities. (8 5ch 18 SLA 1980; am § 24
ch 134 SLA 1992)

Sec. 37.13.200. Public access to information Information in the possession of the
corporation is a public record, except that information that discloses the particulars of the
business or affairs of a private enterprise or investor is confidential and is not a public
record. Confidential information may be disclosed only for the purposes of an official law
enforcement investigation or when its production is required in a court proceeding. These
restrictions do not prohibit the publication of statistics presented in a manner that
prevents the identification ofparticular reports, items, persons, or enterprises. (§ 5ch IS
SLA 1980)

Sec. 37.13.205. Regulations. The board may adopt regulations under AS 44.62
(Administrative Procedure Act) to interpret and implement this chapter. (§ 12 ch 81 SLA
1982)

Sec. 37.13.210. [Renumbered an AS 37.13.900.1



Preparing for

Alaska’s Tomorrow s

Building Alaska’s Infrastructure
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Governor’sProposal

Finance capital infrastructure projects by
Issuance of bonds

UJse Interest eamings from a settlement to
nay off the bonds

~und projects that bring benefits today as
well as prepare for Alaska’s future

Office of Management and Hudgel



About the Settlement...

State filed suit against oil companies over state’s
royalty oil valuation

ComEanies filed lawsuit to stop trial proceeding In
Alaska

Said couldn’t get a fair trial because 25% of settlement will go into
Permanent Fund

Accordingly all Alaskans who could be jurors and judges are biased

Federal court urged legislative solution
Cowper, Hickel Introduced legislation

Eliminated bias by excluding settlement’s earnings from calculation of
dividend

Office of MaiiiiKenienl and Hudm'l



The Result
Settlement account placed in Permanent Fund

- But earnings specifically excluded from dividend

Balance grown to $424 million from $82
million

Unlike dividend, there has been no “return” to
Alaska’s economy

Proposal: Put this settlement . work for
Alaska?



The Legislation_

HB 187/188 and SB 121/122

- Creates way to leverage annual earnings by issuance

of bonds to finance capital projects

- Pay bonds o ff w ith settlem ent's annual earnings

» Estimated at $30 million annually

- Flexible payoffschedule in case earnings are down

for a period o ftim e

- Protects the state’'s good bond rating

Office of Management am) Budget



Alaska Capital Income Account

Current

Realized Earnings w F» HIVIm NYs

Permanent Fund Earnings Reserve:

Amerada Hess

Earnings
Proposed
(1B 187, SB 122;
Realized Earnings Earnings Risi rve: Dividends

Permanent Fund

Alaska Capital Income Account

Amerada lless

Realized Earnings Annual Appropriation

For Alaska Projects

Office of Mining' nent and Budget
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Capital Projects ...

Governor’s capital budget proposes to tap
$340 million in bond proceeds to finance

capital projects
Projects include:

- Transportation Initiative - $145 m illion
- Deferred maintenance - $59 m illion
- University projects - $31 m illion

- M atch Federal transportation funds - $72 m illion

OITicr of Miinupcmcenl wid ltudgct



Transportation Initiative

“Bottleneck Busters” - $97 million

- Anchorage mid-town congestion - $26 m illion
- Glenn Highway corridor - $31 m illion
- M at-Su congestion - $21 m illion

Tourism Promotion - $11 million

- Cooper River Hwy rehab - $4 m illion
- M cCarthy Road - $2 m illion
- Stampede Trail - $5 m illion

Office of Management and Kudget



Roads to Resources

Gasline Infrastructure - Bridges

- Shaw Creek Richardson Hwy - $2.5 million
- W ashington Creek/Dalton Hwy - $3.5 m illion
- Northbound Chena overflow - $11 m illion

DeLong Mt. Port Expansion - $2 million
North Slope

- Foothills W est road EIS - $5 m illion

- Dalton Highway surface upgrade - $9 m illion

Office of Management and Budget



