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Senat or Johnny Ellis
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COW TTEE CALENDAR

SENATE JO NT RESOLUTI ON NO. 18
Proposi ng anendnents to the Constitution of the State of Al aska
relating to limting appropriations from and inflation-proofing
the Al aska permanent fund by establishing a percent of market
val ue spending limt.

MOVED CSSJR 18( STA) OUT OF COW TTEE

SENATE JO NT RESOLUTI ON NO. 19
Proposi ng anmendnents to the Constitution of the State of Al aska
relating to the Al aska permanent fund.

MOVED CSSJR 19(JUD) QUT OF COW TTEE

SENATE JO NT RESOLUTI ON NO. 24
Proposi ng anendnents to the Constitution of the State of Al aska
to guarantee the permanent fund dividend, establishing the
earnings reserve account, and relating to the Al aska permanent
fund; and providing for an effective date.

MOVED CSSJR 24(JUD) OUT OF COW TTEE

SENATE JO NT RESOLUTI ON NO. 32
Proposi ng anmendnents to the Constitution of the State of Al aska
relating to appropriations from the Al aska permanent fund to be
used for a program of dividends for all state residents and
providing a conditional effect and effective date for the
amendnent .

MOVED CSSJR 32(JUD) OQUT OF COW TTEE
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PREVI QUS COW TTEE ACTI ON

BILL: SJR 18
SHORT TI TLE: CONST. AM PF APPROPS/ | NFLATI ON- PROOFI NG
SPONSCOR(s) : RULES BY REQUEST OF LEG BUDGET & AUDI T BY REQUEST

04/ 17/ 03 (S) READ THE FI RST TI ME - REFERRALS
04/ 17/ 03 (S) STA, JUD, FIN

05/ 01/ 03 (S STA AT 3:30 PM BELTZ 211

05/01/03 (S) Heard & Held

05/01/03 (S) M NUTE( STA)

05/ 06/ 03 (S) STA AT 3:30 PM BELTZ 211

05/ 06/ 03 (S) Moved CSSJR 18(STA) Qut of Conmittee
05/ 06/ 03 (S) M NUTE( STA)

05/ 07/ 03 (S) STA RPT CS 1DP 3NR NEW TI TLE

05/ 07/ 03 (S) NR STEVENS G DYSON, GUESS;

05/ 07/ 03 (S) DP: COWDERY

05/ 13/ 03 (S) JUD AT 8:00 AM BELTZ 211

05/ 13/ 03 (S Schedul ed But Not Heard

05/ 14/ 03 (S JUD AT 0: 00 AM BELTZ 211

05/ 14/ 03 (S -- Meeting Postponed to 5/15/03 --
05/ 15/ 03 (S JUD AT 8:45 AM BELTZ 211

05/ 15/ 03 (S -- Meeting Rescheduled from5/14/03 --
10/ 28/ 03 (S) JUD AT 7: 00 PM Kenai

10/ 28/ 03 (S CONST. AM  PERMANENT FUND | NCOVE
10/ 29/ 03 (S) JUD AT 7:00 PM Mat-Su LIO

10/ 29/ 03 (S) CONST. AM  PERMANENT FUND | NCOVE
10/ 30/ 03 (S) JUD AT 7:00 PM Anch LIO

10/ 30/ 03 (S) CONST. AM  PERMANENT FUND | NCOVE
01/ 21/ 04 (S JUD AT 8: 00 AM BELTZ 211

01/ 21/ 04 (S -- Meeting Canceled --

02/ 09/ 04 (S) JUD AT 8: 00 AM BUTROVI CH 205

02/ 09/ 04 (S) Heard & Held

02/ 09/ 04 (S) M NUTE( JUD)

02/ 27/ 04 (S) JUD AT 8: 00 AM BUTROVI CH 205

BILL: SJR 19

SHORT TI TLE. CONST. AM PERMANENT FUND | NCOVE
SPONSOR(s): SENATOR(s) LI NCOLN

05/ 02/ 03 (S) READ THE FI RST TI ME - REFERRALS
05/ 02/ 03 (9 STA, JUD, FIN

05/ 13/ 03 (S) STA AT 3:30 PM BELTZ 211

05/ 13/ 03 (S Moved Qut of Commttee

05/ 13/ 03 (S) M NUTE( STA)

05/ 14/ 03 (S) STA RPT 1DP 3NR
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05/ 14/ 03 (S) NR. STEVENS G COADERY, DYSON:

05/ 14/ 03 (S) DP: GUESS

05/ 16/ 03 (S) JUD AT 1:00 PM BELTZ 211
05/ 16/ 03 (S Schedul ed But Not Heard
05/ 17/ 03 (S) JUD AT 10: 00 AM BELTZ 211
05/ 17/ 03 (S) Heard & Hel d

05/ 17/ 03 (S) M NUTE( JUD)

10/ 28/ 03 (S) JUD AT 7: 00 PM Kenai

10/ 28/ 03 (S) Heard & Hel d

10/ 28/ 03 (S) M NUTE( JUD)

10/ 29/ 03 (S) JUD AT 7:00 PM Mat-Su LIO
10/ 29/ 03 (S) Heard & Hel d

10/ 29/ 03 (S) M NUTE( JUD)

10/ 30/ 03 (S) JUD AT 7:00 PM Anch LIO
10/ 30/ 03 (S) Heard & Hel d

10/ 30/ 03 (S) M NUTE( JUD)

01/ 21/ 04 (S) JUD AT 8:00 AM BELTZ 211
01/ 21/ 04 (S -- Meeting Canceled --

02/ 09/ 04 (S) JUD AT 8: 00 AM BUTROVI CH 205
02/ 09/ 04 (S) Heard & Hel d

02/ 09/ 04 (S) M NUTE( JUD)

02/ 27/ 04 (S) JUD AT 8: 00 AM BUTROVI CH 205
BILL: SIJR 24

SHORT TI TLE. CONST AM GUARANTEE PERM FUND DI VI DEND
SPONSOR(s): SENATOR(s) OGAN

02/ 04/ 04 (S) READ THE FIRST TIME - REFERRALS
02/ 04/ 04 (S) JUD, FIN
02/ 27/ 04 (S) JUD AT 8:00 AM BUTROVI CH 205

BILL: SJR 32
SHORT TI TLE. CONST AM PERM FUND | NCOVE FOR DI VI DENDS
SPONSOR(s): SENATOR(s) ELTON

02/ 16/ 04 (S) READ THE FIRST TIME - REFERRALS
02/ 16/ 04 (S) JUD, FIN
02/ 27/ 04 (S) JUD AT 8:00 AM BUTROVI CH 205

W TNESS REG STER

M. Robert Storer

Executive D rector

Al aska Permanent Fund Corporation
PO Box 25500

Juneau AK 99802- 5500
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POSI TI ON STATEMENT: Answered questions about the percent of
mar ket val ue

Senator Kim El ton

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT:  Sponsor of SJR 32

M. Mark Stopha

Staff to Senator Lincoln

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Testified for the sponsor of SJR 19

M. Mark Gnadt

Staff to Representative Croft

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Answer ed questions about SJR 19

Ms. Mary Giswol d
Homer, AK
POSI TI ON STATEMENT:  Supports SJR 18 and SJR 32 conbi ned

M. Mark Newman

Bi g Lake, AK

POSI TI ON STATEMENT: Supports maintaining the status quo of the
per manent fund

M. Roger Gay

Bi g Lake, AK

POSI TI ON STATEMENT:  Opposed to inflation proofing the permanent
fund

ACTI ON NARRATI VE

TAPE 04-10, SIDE A

CHAIR RALPH SEEKINS <called the Senate Judiciary Standing
Commttee neeting to order at 8:03 a.m Al  menbers were
present. Chair Seekins announced that he planned to review all
four resolutions before taking any action of them today and that
SIR 24 woul d be heard first.

SJR 24- CONST AM  GUARANTEE PERM FUND DI VI DEND
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SENATOR OGAN, prime sponsor of SJR 24, told nenbers he decided
to introduce this |legislation because of his sincere belief that

the voters will not allow any other use of the permanent fund
until the permanent fund dividend program is protected in the
Al aska Constitution. SIJR 24 contains a provision that delays its
effective date wuntil the voters approve a constitutiona

anmendnent related to an appropriation limt. He expl ai ned:

| feel if - even with constitutionally protecting the
permanent fund dividend that if it was protected,
let’s say tonorrow, that a lot of legislators would
perceive that the rest of the noney is available for
appropriation and there would be a feeding frenzy. |
have a personal belief that government generally grows
in direct proportion to the amount of noney avail able
to spend and so | think we should protect the
di vidend, put a spending cap in place and then, and
only then, discuss sone of the excess earnings to be
used for some of the critical needs that we have as a
gover nnent .

As we all know, oil prices have been high but
production will continue to decline in the near and
far term and, even with the gas pipeline, we are not
going to have adequate revenues to bal ance the budget
in a few short years. | think this is an inportant
first step.

He explained that SIJR 24 essentially enshrines the permanent
fund dividend program as it exists in current statute.

SENATOR FRENCH asked if SJR 24 would put the entire earnings
reserve account inside the permanent fund itself, instead of
| eaving it as a separate account.

SENATOR OGAN said it woul d.

SENATOR FRENCH asked if the distribution nethodology for
di vidends would remain the sane, that being 21 percent of the
net inconme for the last five years.

SENATOR OGAN said it would and explained that Section 3 of SJR
24 enshrines the existing dividend formula. He said at the end
of the day, if the percent of market value (POW) plan is
adopted, SIJR 24 would have to be anended to use that approach

He said he does not believe the POW is a bad thing on its face,
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but if it is adopted he believes the dividend should still be
pr ot ect ed.

SENATOR FRENCH asked how inflation proofing would work under SJR
24.

SENATOR OGAN deferred to M. Storer for an answer.

MR. ROBERT STORER, Executive Director of the Al aska Permanent
Fund Corporation (APFC), told nenbers as he reads SJIR 24,
inflation proofing would remain by statute. Currently, the
dividend forrmula takes precedence over inflation proofing,
al t hough both are appropriated annually. He said if the existing
statute were nenorialized in the Constitution, the dividend
woul d agai n take precedence over inflation proofing.

SENATOR FRENCH asked if SJR 24 requires that 50 percent of the
income available for distribution be transferred from the
earni ngs reserve account and used for the dividend program

SENATOR OGAN said that is correct.

SENATOR FRENCH asked how that conpares with the current dividend
pr ogram

MR. STORER said they are the sane.

SENATOR OGAN explained that SIJR 24 would put the existing
statute in the Constitution, verbatim

CHAI R SEEKI NS announced that he would take testinony on all four
resolutions before the commttee sinmultaneously. He then asked
for a notion to adopt version H [SJR 24] as the working docunent
before the committee.

SENATOR OGAN so noved.

CHAI R SEEKI NS announced the notion carried w thout objection;
therefore Version H was before the coonmittee. He then designated
a proposed anendnent distributed to nenbers as Amendnent 1.

SENATOR OGAN noved to adopt Anmendnent 1 [for the purpose of
di scussion], which reads as foll ows.

23-LS1543\H. 1
Cook
8/ 19/ 04
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AMENDMENT 1

OFFERED | N THE SENATE
TO SIR 24

Page 2, lines 14 - 15:
Del ete "a new section”
| nsert "new sections"

Page 2, following |line 18:

I nsert

"Section 31. Suspension and Repeal of anendnents. (a)
Notwi t hstanding Section 1 of Article X II, the 2004
anendnents to Section 15 of Article I X are suspended on the
date of an initial determnation by the Internal Revenue
Service that all or a portion of the permanent fund is
subject to federal taxation. The suspension is term nated
on the date the anendnents are repealed under (b) of this
section or one hundred eighty days after the date of a
final, nonappeal able judgnent or order by a federal court
deciding that no portion of the permanent fund would be
subject to federal taxation as a result of the anmendnents.
During the period of suspension under this subsection,

Section 15 of Article 11X shall apply as it read on
January 1, 2003.
(b) Notwithstanding Section 1 of Article Xlll, the

2004 anmendnents to Section 15 of Article IX are repealed
one hundred eighty days after the date of a final,
nonappeal abl e judgnent or order by a federal court deciding
that all or a portion of the permanent fund is subject to
federal taxation. Upon repeal of the 2004 anendnents under
this subsection, Section 15 of Article IX is anended to
read as it read on January 1, 2003."

CHAI R SEEKINS noted w thout objection, Amendnent 1 was before
the comm ttee.

SENATOR TOM WAGONER told nenbers that he has had great concerns
about enshrining the permanent fund dividend in the Constitution
since before he took office because of the differing opinions on
whether or not doing so would enable the IRS to tax the
per manent fund. People know edgeable about tax law say if the
permanent fund dividend is enshrined in the Constitution, the
IRS's ability to tax the permanent fund becones tenuous because
that noney would no |onger be available for governnent services.
Amendnent 1 contains a safety valve so that if the IRS attenpts
to tax the permanent fund, the dividend would revert to a
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statutory mandate, not a constitutional mandate. He said he
beli eves Anmendnent 1 should be attached to any permanent fund
di vidend bill because it gives the legislature final control.

SENATOR THERRI AULT felt adopting Anendnent 1 would be prudent
because the IRS will not guarantee that any interpretation of
the tax code and case history is correct. He noted, however,
that SIJR 24 is structured so that the earnings reserve is still
mai nt ai ned and can be used for a public purpose, which probably
mtigates the threat of taxation by the IRS

SENATOR ELLIS raised a point of order and asked Chair Seekins to
clarify whether the notion involving Anmendnent 1 was to
i ntroduce it for discussion.

CHAIR SEEKINS clarified it was to adopt Anmendnment 1 for the
pur pose of discussion and not to incorporate it into SIR 24.

SENATOR ELLIS noted it is atypical to ask if there is objection
to introducing an anendnent for discussion and wanted to affirm
that the commttee did not adopt the anendnent. He then asked
Senat or Wagoner if he has read the |egal opinion that Attorney
General Renkes solicited on the taxation issue and, if so, asked
him to cormment on it. He nmaintained that the |egislature has
spent sone noney to get to the heart of the taxation issue
because it has been a point of debate for years. Senator G een
introduced a bill years ago to enshrine the permanent fund
dividend but it received a lot of criticism that it would
trigger unfavorable IRS action toward the State of Al aska. He
asked if Senator Wagoner has read those materials but did not
find those opinions definitive.

SENATOR WAGONER said he has read a couple of opinions that
contradict each other or take different approaches toward what
the IRS can and cannot do. He said Amendnent 1 provides himwth
a higher confort |level than any of the opinions he has read.

CHAI R SEEKINS asked if the IRS has ever been constrained by the
opinion of a state attorney general.

SENATOR WAGONER said the only entity that can restrain the IRS
i s Congress.

SENATOR ELLIS requested that Attorney General Renkes provide a

position on the need for Amendnent 1. He said the attorney
general went through the tinme and expense of soliciting an
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opinion from a Washington, D.C. law firm so he would appreciate
hearing his opinion.

SENATOR WAGONER said he didn’t think what the attorney general
said would matter because Anendnent 1 provides a confort |eve
that he wants anyway for hinself and a |lot of other people who
distrust the IRS. He said he feels it would be a waste of
Attorney Ceneral Renkes’ tine.

CHAI R SEEKINS asked if Attorney Ceneral Renkes’ opinion was in
writing.

SENATOR WAGONER said if it is, he would get a copy for conmttee
menbers. He repeated that he feels Amendnent 1 is a prudent
safety val ve.

SENATOR OGAN noted the only opinion that really counts is of
“the guys that wear the robes in the US. Suprene Court so
everybody else has got an opinion about it.” He agreed that
Amendnent 1 is a circuit breaker if an adversarial opinion kicks
in and renoves the dividend programfromthe Constitution

SENATOR THERRI AULT pointed out that the |anguage contained in
Amendnment 1 is identical to Section 3 of SJR 19 that Senator
Ellis cosponsored.

SENATOR ELLIS told nenbers he was not arguing against the
i nclusion of Amendnment 1. He mmintained, “I was asking about the
attorney general — the tine and expense we went to as a state
and that mght be a legitimate part of the conmittee record. I'd
hate for Senator Therriault to m scharacterize ny....”

CHAI R SEEKI NS asked Senator Wagoner to get a copy of the witten
opinion to insert in the record.

SENATOR WAGONER offered to do so today.

SENATOR OGAN said one reason he introduced SIR 24 was because of
a lengthy discussion he had with constituents in the Mat-Su
Valley during the interim about the fact that the founding
fathers of Al aska decided the state should retain the subsurface
rights to land in Alaska. Al residents collectively own the
subsurface mneral estate, wth the exception of the |ands owned
by Native corporations and |ands patented before statehood.
Additionally, the Al aska Constitution declares the subsurface
rights as domnant so that a surface owner nust allow access to
the subsurface. That is also included in the Statehood Conpact.
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According to Section (6)(i) of that Conpact, the U S. attorney
general is specifically instructed to litigate in the US.
district court to procure those subsurface rights for the
federal governnent if the state conveys the subsurface rights to
anyone else. He feels very strongly that the dividend program
needs to be protected because it represents the people’ s share
of the collectively owned subsurface mneral rights.

CHAIR SEEKINS announced that wth no further objection,
Amendnent 1 was adopt ed.

SENATOR FRENCH said he is curious about the |anguage in the
appropriation limt that is currently working its way through
the | egislature.

SENATOR OGAN said no one knows whether the legislature will have
an appropriation |[imt at the end of the day, and how it wll
work, but SIJR 24 will not take effect w thout one. He said he
bel i eves they should all be |linked. He added:

And then we get into the discussion of whether or not
it’s a revision and | gotta put that on the record. |
mean — and it’'s a little risky, and at the end of the
day we mght wish to just take that out and let it fly
on its owm. It could be viewed as a revision and we
have to be honest with people that’s a possibility. O
course they may view this as a revision because this
effective date affects nore than one section of the
Constitution and |I think the best case to address that
and — so the conmttee needs to be cognizant of that.
| don’t want to try to hide it from anybody.

CHAI R SEEKINS pointed out, under Bess v. Unmer, any section of
the Constitution that affects too many other sections is no
| onger an anmendnent; it would be a revision.

SENATOR OGAN said he is wunsure whether a constitutiona
anendnent with an effective date contingent upon another
[constitutional anendnent] has ever been put before the voters
so it is an untested section of |aw

CHAIR SEEKINS noted that according to Bess v. Unmer, an
amendnent to the Constitution is a clarification; a major change
is a revision.

SENATOR ELLI S asked whether the governor has taken a position on
SJR 24.
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SENATOR OGAN said he has not had a discussion wth the
adm ni stration about it.

SENATOR ELLI S asked if he plans to do so.

SENATOR OGAN replied, “I don’'t think it’s a function of the
executive branch to — it’s nice when they support your work but,
frankly, the separation of powers, | think it’s sonething we
should — it’d be nice to have but isn't required to have to
consi der an anendnent.”

SENATOR ELLIS agreed but said the majority frequently solicits
the governor’s position, as it is inportant to the way the
majority views various pieces of |egislation.

CHAI R SEEKINS asked Senator Ellis to restrict his coments to
his own conversations with the governor. He expressed concern
that the term “you all” is inclusive and other people are not
avai l able to defend their positions.

SENATOR ELLIS asked the chair why he wanted to restrain his
right to speak on the issue. He then clarified that he was
referring to the Republican Majority when he said “you all.”

CHAIR SEEKINS said the Republican Majority was not present and
he did not want Senator Ogan to answer for him

SENATOR ELLIS said he would ask the chair separately and was
only interested in Senator QOgan’s position.

SENATOR OGAN repeated that he has not discussed SIJIR 24 wth
anyone in the governor’s office.

SENATOR THERRI AULT pointed out that SIJR 24 prioritizes dividends
over inflation proofing. He cautioned that the state could pay
dividends during a down market and give the next generation a
di m ni shed asset. He views the permanent fund as a nechani sm for
taking a one-time asset and nmaking it multi-generational so that
possibility wei ghs heavy on his m nd.

CHAIR SEEKINS noted that with no further discussion on SJR 24,
he would set it aside until the end of the neeting.

SJR 32- CONST AM PERM FUND | NCOVE FOR DI VI DENDS
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SENATOR KIM ELTON, sponsor of SJR 32, described the nmeasure as
“if POW, then SIJR 32.” The intent of SJR 32 is to codify one
of the recomendations of the Conference of Alaskans: to
constitutionally protect the permanent fund dividend. He said in
response to Senator Therriault’s concern about prioritizing
inflation proofing over dividends, SJR 32 follows the POW
met hod, which does just that. SJR 32 also provides that 80
percent of +the earnings from the POW would be wused for
di vi dends. He stated:

It would probably be fair to point out that the
sharpest mnds at the [Al aska] Pernmanent Fund
Cor poration have, when they |ook out ahead and
they conmpare this recipe to the existing recipe
that’s in statute, they would suggest that...a
return that would probably nobst equal t he
existing statutory dividend would be in the
nei ghbor hood of about 60-40 - 60 percent for
di vidends, 40 percent for other purposes to be
determ ned by the legislature. But, M. Chair, if
you look back to 1990 and vyou take a
retrospective look, the formula, if we had been
operating under a POW, the fornula that nost
closely would replicate the existing statutory
| anguage would be in the neighborhood of about
76-24 so this errs just slightly to the benefit
of the dividend program 80-20 does.

SENATOR ELTON said he firmy believes the legislature has
been able to protect the growi ng pool of the permanent fund
because of the nexus between the permanent fund and the
dividend program He repeated that SIJR 32 is witten so
that its enactnent is contingent upon |egislative and voter
approval of the POW net hodol ogy.

SENATOR OGAN noved to adopt Version H of SJR 32 as the
wor ki ng docunent before the conmmttee.

CHAI R SEEKI NS announced that w thout objection, the notion
carried.

SENATOR FRENCH said his greatest <concern is inflation
proofing and that is protected fairly well under the POW
schene. He said he tries to work backwards from the
el ection in Novenber to figure out a plan that will gain
favor with the public to provide a dividend and allow sone
earnings to be used for essential governnent services. He
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believes SIR 32 goes a long way toward doing that. He asked
Senator Elton if he has received feedback about how the
public will receive this resolution.

SENATOR ELTON said one reason he introduced SIJR 32 was to
make sure the legislature had all of the pieces necessary
to acconplish the goals of the Conference of Al askans. The
one piece he found m ssing was a nmechanism that provides a
fairly sinple and easily understood division of the earning
stream for dividends and governnent services. He has had a
considerable amount of discussion wth people in his
district and also with people at the conference. He noted
one way to acconplish policy, especially when a revision of
the Constitution is required, is to include a narket
conponent . The | egi sl ature must structure t he
constitutional anendnment so that people can understand its
benefits. He believes the POW approach will be adopted if
the citizens understand its effect on the permanent fund
di vi dend.

CHAI R SEEKINS asked Senator Elton if he has any letters of
support or e-nmail nessages showi ng support that could be
inserted into the record.

SENATOR ELTON said that SIJR 32 <closely reflects the
Conference of Al askans’ recomendati ons.

CHAI R SEEKI NS asked Senator Elton to show a nexus. He said
he read the Conference of Alaskans’ report but the
reconmendati ons were not supported by enough of a majority
that the legislature would have passed them as a proposed
constitutional amendnent.

SENATOR ELTON said it is unusual that a bill he introduces
is heard within 10 days so he does not have letters of
support.

CHAI R SEEKINS asked how many bills he has had referred to
the Senate Judiciary Conmittee.

SENATOR ELTON said none. He then indicated the suggestions
from the Conference of Alaskans were not supported
unani nously but 37 of the 55 del egates suggested enshrining
the dividend in the Constitution.

CHAIR SEEKINS said he is not aware of anything in the
conference report that suggested an 80/20 split.
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SENATOR ELTON said the Conference of Al askans did not
identify an appropriate split for earnings and dividends
but SIJR 32 cones closest to matching what the existing
program has provided over the last 15 years. He repeated
that despite the fact that this recomendation was not
approved unaninmously by the <conferees, 37 out of 55
del egates did suggest the dividend be protected in the
Constitution. He pointed out that kind of a margin in a
| egi sl ative race woul d be consi dered as overwhel m ng.

CHAI R SEEKINS repeated [that margin] would not suffice for
a constitutional amendnment to cone fromthe |egislature.

SENATOR ELTON argued that would if the threshold is
considered to be what it would take to pass on the general
el ection ballot in Novenber.

CHAIR SEEKINS asked if he believes the 55 conference
del egates were representative of the people of the state.

SENATOR ELTON said he does not. The conferees were from a
much higher socio-economc stratum than the average
Al askan. He added that two-thirds of the conferees
i ndi cated they earned over $100,000 per year.

SENATOR FRENCH commented that the various proposals before
the commttee represent a struggle between the governnent
and the people for the earnings of the permanent fund. The
peopl e have repeatedly expressed their will to get their
share of the fund s earnings. SJR 32 enbodies that wll
nost cl osely.

CHAI R SEEKINS asked Senator Elton if he recalled what top
two funding sources the conferees suggested the |egislature
| ook at.

SENATOR ELTON replied a unique voting system was applied at
the Conference. Wwen the conferees were able to vote
anonynously, there was a weighted average. The conferees
were asked to decide on their top three revenue
enhancenments. The wei ghted average showed an inconme tax was
the preferred nmethod, by a very slight margin, over the
earnings of the permanent fund, which had a relatively
small margin over natural resource taxes. He said he would
characterize the top two as a virtual dead heat between the
income tax and the permanent fund earnings.
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CHAI R SEEKINS responded, “All of which are the people’s
noney, correct?”

SENATOR ELTON agr eed.

SENATOR THERRI AULT asked Senator Elton why he chose an
80/20 split rather than a ratio that is closer to the
status quo.

SENATOR ELTON repeated that the sharpest mnds at the
Al aska Permanent Fund Corporation (APFC) did projections to
the year 2010 and suggested that to best replicate the
statutory dividend formula, 60 percent of the earnings
stream would be necessary. Because nmany variables could
occur in that tinmeframe, he personally took a retrospective
| ook to 1990, had the POW nethodol ogy been in place. The
split of earnings would have been about 76 percent for
di vi dends and 24 percent for governnent. He said he picked
an 80/20 split in favor of the dividend.

SENATOR THERRIAULT said if the POW nethodology is
established, the earnings reserve wll no longer be in
exi stence. He asked Senator Elton to elaborate on how the
20 percent woul d be used.

SENATOR ELTON said the 20 percent is unallocated and woul d
be available for government spending, which would be
codified by the legislature and the budget process.

SENATOR THERRI AULT noted that under POW, 80 percent of up
to 5 percent wuld be used for dividends. If the
| egi sl ature uses 3 percent instead of 5, 80 percent of that
anount will be used for dividends.

SENATOR ELTON expl ained that SJR 32 is based on a 5 percent
return from POW. |If the return is less, the 80/20 ratio
remai ns the sane but a | ower anount would be avail able for
each.

SENATOR THERRI AULT asked Senator Elton:

Even though it doesn’'t say it here, the use of
the other 20 percent, it’s your intent that it be
avai l abl e for appropriation and, in fact, you say
here at | east 80 percent of the anount
appropriated so that 20 percent has to be
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appropriated for sonething. You have appropriated
it from the earnings and whatever you have
appropriated out, 80 percent shall go to a
di vidend but you have appropriated that other 20
percent too and you can’'t get to the dividend
unl ess you appropriate that 20 percent.

SENATOR ELTON said he thinks all legislators would view
this as a revenue source in the sane way that an incone tax
or additional resource taxes would provide an incone stream
avai l able for appropriation. This constitutional anendnent
provides that 80 percent of this revenue stream would be
preserved for the dividend program The other 20 percent
woul d be avail abl e for governnent spendi ng.

SENATOR ELTON said he appreciates the fact that SIR 32 is
linked with the POW. He believes there is a growng
realization that the POW truly is the best way to nake the
per manent fund pernanent.

TAPE 04-10, SIDE B

SENATOR FRENCH nmai nt ai ned, regarding what split nore
accurately reflects the current system there is no bright
consensus. The APFC board has said a 60/40 split produces
the current dividend. However, Sharman Haley, from the
Institute of Social and Econom c Research at UAA, recently
wote an article [in the Anchorage Daily News] in which she
said the appropriate split is 70/30. He indicated that
trying to replicate what is basically an earnings driven
system under the current value driven system is |Ilike
conparing apples to oranges. He commended Senator Elton for
erring on the side of caution.

CHAI R SEEKI NS i ndicated the discussion is not about whether
the POW system is a good one but about how nuch would be
given to whom

SENATOR ELTON agreed and pointed out that during his tenure
in the legislature, the asset managenent of the fund was
changed. He added:

Al | of those changes, what happens in the
mar ket pl ace, all of these things make it very
difficult to say with any kind of real authority
it is 61.3 percent to nost closely replicate — |
nmean you can’'t do that. W can trust the best
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m nds that we have down at the permanent fund,
and | do trust them but it’s kind of a rolling
target that could change next year al so.

SENATOR OGAN asked Senator Elton how much new noney woul d
be available to spend on governnment services with an 80/ 20
split.

SENATOR ELTON estinmated about $260 mllion, based on a 20
percent of the 5 percent return from the POW, which would
be $1.3 billion this year.

SENATOR OGAN said he believes offering 80 percent for
dividends is very generous, but his concern is that a new
$275 mllion funding source for government services wll
cause governnent to grow and the state will be in the sane
situation that it’'s in today in five years. He noted he
wants to see a constitutional spending imt enacted first.

SENATOR ELTON commented that the legislature has acted in
an extrenely responsible way regarding the use of the
permanent fund earnings. Regarding Senator QOgan’s concern
about new noney being available for appropriation, he sees
any new revenue stream as backfilling deficit spending that
will allow the legislature to draw down the budget reserve
at a slower rate.

CHAI R SEEKINS asked if all of the earnings of the permanent
fund have been available to the legislature for spending
since the beginning of the dividend program

SENATOR ELTON said they have and because the program is
statutory and not constitutional, it only requires a sinple
majority vote.

SENATOR OGAN expressed concern that SIJR 32 neans to him
that the remaining budget gap will have to be filled with
an income or sales tax to lock in the 80/20 split.

SENATOR ELTON agreed but noted that additional spending
cuts are possible. He said the discussion is noving toward
a philosophical one and his view is that SJR 32 is not a
fiscal plan. It could be one conponent of a fiscal plan.

CHAI R SEEKINS asked Senator Elton if he believes in the
need for an incone tax before |ooking at spending the
per manent fund earni ngs.
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SENATOR ELTON said his position is nost closely reflected
by that of the fiscal policy caucus, a group made up of 28
menbers of the legislature. Its package included a cruise
ship tax, alcohol tax, oil industry tax and a small incone
tax. He pointed out that none of the 28 nenbers believed
that plan was a perfect one, however they agreed it was as
close as they could cone to one. On an individual basis,
they all preferred a different plan.

CHAI R SEEKI NS announced a recess.
9:08 a. m

SJR 19- CONST. AM PERVANENT FUND | NCOVE

CHAIR SEEKINS <called the neeting back to order and
announced that SJR 19 was before the committee.

MR. MARK STOPHA, staff to Senator Lincoln, sponsor of SJR
19, said he was avail able to answer questi ons.

MR. MARK ONADT, staff to Representative Croft, sponsor of
House conpani on | egislation, offered to answer questions.

SENATOR THERRI AULT noted that Representative Croft stated
at the last neeting that inflation proofing of the
permanent fund was paranount, in his opinion. He said sone
of the other proposals before the comittee have been
drafted to do just that so that the permanent fund remains
truly permanent and is not eroded by the effects of
inflation. He pointed out that SIJIR 19 does not; it freezes
the current statutes in place giving the dividend top
priority. SJR 19 also provides a nechanism that allows
spending on governnent services with the ratification of
the people. Therefore, if dividends are given a preference
and dollars are tight, he thinks the first thing that wll
fall off of the table is inflation proofing. He asked why
Representative Croft signed on to a piece of |legislation
t hat does not make inflation proofing paranount.

MR. GNADT said he is correct in that inflation proofing
falls second to dividends under SJR 19 but, to ensure that
inflation proofing occurs, it requires ratification of 50
percent of the voters before spending for governnent
services. Therefore, inflation proofing 1is prioritized
above spendi ng unl ess the people vote ot herw se.
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SENATOR THERRI AULT r esponded:

That still is a concern of mne because | ooking
out for the next generation is | think what the
permanent fund is all about and that allows

current people to get a dividend in their pocket
— the current people to vote to just use noney
for governnental services that they support, and
| think the tendency is to do those things and
not | ook out for the next generation. So, to ne
that’s one of the whole beauties of the permanent
fund.

He then said the current permanent fund dividend statutes,
projected forward, result in a 60/40 split. He asked if
Senator Lincoln and Representative Croft understand and
support that.

MR. GNADT said he cannot speak to what percentage they
support but they do support putting the existing dividend
programinto the Constitution.

SENATOR THERRI AULT repeated that nmeans a 60/40 split going
forward

SENATOR FRENCH pointed out that several econom sts have
tried to define the split necessary under a POW plan to
restate the current program which is an earnings stream
driven plan. He said no one has arrived at a “lock-tight”
nunber .

CHAI R SEEKI NS announced that with no further questions on
SIJR 19, the commttee woul d take up SJR 18.

SJR 18- CONST. AM PF APPROPS/ | NFLATI ON- PROOFI NG

CHAIR SEEKINS asked M. Storer if the percent of market
val ue (POW) system focuses the attention of the Board of
Trustees primarily on making sure the permanent fund
i nvestnments produce the highest anmount of incone possible
for the citizens.

VR. ROBERT STORER, Executive Director of the Al aska
Per manent Fund Corporation (APFC), said the POW enbodies
two objectives. The first is to nenorialize inflation
proofing in the Constitution and the second is to establish
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a nmnagenent tool that gives the Board of Trustees
direction in how to best nmnage the assets to elimnate
anbiguity.

CHAIR SEEKINS asked M. Storer to provide the conmttee
with the history of the 1996 anomaly in the realized gains
of the permanent fund.

MR. STORER said he was not at the APFC at that tine, but
was close enough to describe what occurred. He noted the
chart of realized income showed a lot of spikes up and
down, with a big spike up in 1996. The distribution system
is based on cash flow from dividends, interest, and the
profit or loss from the sale of securities. In 1996, the
[ APFC board] discussed the fact that a substantial portion
of the permanent fund's equity investnent was in a passive
portfolio during the bull market. Passive portfolios are
designed to replicate the performance of an index. They are
very low cost with virtually no turnover. The Board of
Trustees was concerned about intergenerational equity so
the board decided to liquidate sone of the profits in that
passive portfolio, which then becane realized incone and
were distributed according to the statutes.

CHAI R SEEKINS asked if the Board of Trustees unilaterally
decided to bring in a higher anmount of realized earnings in
order to distribute themthrough the dividend program\

MR. STORER said that is correct; the board nmade the
decision after discussions wth the consultant and a
| engt hy di scussi on about intergenerational equity. He noted
POW is indifferent to that possibility because it captures
the rising market in a neasured way, i.e. the real incone,
and it harnonizes with current accounting practices and
ignores the need for arbitrary or market deci sions.

CHAIR SEEKINS asked if the APFC board is charged wth
accomodating i ntergenerational equity under its charter.

MR, STORER replied, “M. Chairman, |’'d say enbedded in all
generations being treated equally or benefiting equally,
that was, | assume, part of that evaluation.”

CHAIR SEEKINS asked if the board is the body that
determnes how to equally treat all generations under the
current system
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MR. STORER answered, “On that day, in that action.”

CHAI R SEEKINS asked M. Storer if he had $20+ billion and
was to recommend how that fund should be managed for the
benefit of current and future generations, how he would
convince people to use the current system over the POW
system

MR. STORER said that would be difficult. The hurdle would
be to convince people to wuse a nethodology that is
i nconsistent with current accounting nethodol ogy. A second
hurdle would be to negate the fact that npbst endowrent
funds use some form of the POW. He said the main criticism
of the realized incone basis, is that the realized incone
can be mani pul ated by nmaking decisions independent of what
the market is doing. He has given Chair Seekins’ question a
| ot of thought but has failed to come up with a reasonable
argunent in support of the current nethodology. He said it
made a lot of sense in the 1970s when the permanent fund
was created.

CHAIR SEEKINS asked M. Storer if he could reasonably
defend the position that the current realized income system
neets the fiscal responsibility of a trustee, in ternms of
the trustee’s fiscal responsibility to the beneficiaries of
a fund.

MR  STORER replied the POW is consistent wth the
nmet hodol ogy of nobst funds. He expl ai ned:

Anot her way that you see out there is taking the
| ess popular - you take the inconme stream -
dividends, interest, and that’s part of vyour
payout and then you in effect inflation proof by
not accounting for the appreciation in your
assets, whether they're realized or not, they
stay with the fund. So that’s kind of a second
tier so now you' ve created inflation proofing
t hrough appreciation and a distribution through
the incone stream

So now we go to the third one, which nenorializes
the distribution of the profits that occur and
creates an enornous anmount of volatility. The
statutes say that we as fiduciaries, this is how
we manage the fund so the statutes have given us
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the fiduciary responsibility [indisc.] to nanage
it and to be mndful with that.

CHAIR SEEKINS said he was speaking only to the
responsibility to better neet the l|long-term needs of the
beneficiaries under one’s fiduciary role, not by statute.

MR. STORER said he believes he provided his opinion on the
hierarchy of treating all generations equally. He said he
has not heard any better nethod being discussed right now,
whi ch does not nean one won't be proposed in the future.
The legislature has the ability to appropriate all of the
realized incone in the fund right now. The nore insight a
fiduciary has as to how to best manage a fund, the better
job the fiduciary can do. The current nethodol ogy |eaves a
| ot of roomfor anbiguity.

SENATOR OGAN commented that many citizens do not trust the
| egi slature’s or APFC Board of Trustees’ notivations for
wanting to adopt the POW. They see it as allowng the
| egi slature to get nore noney for governnent spending. He
asked M. Storer if he believes the POW nethod should be
coupled with a spending limt to assure the people that it
is not just a way for the legislature to get nore nopney
fromthe pernmanent fund to spend.

MR. STORER said he understands the citizens’ distrust and
thinks it is natural and healthy. He believes parallel
issues are facing the legislature and voters right now -
the proposed POW, which addresses inflation proofing and
is a managenent tool, and the state's fiscal problens. The
APFC Board of Trustees would have proposed the POW no
matter what the state’'s fiscal situation was. The board and
staff recognize that the [earnings] distribution is within
the prerogative of the |egislature.

SENATOR THERRI AULT noted that the previous question was
phrased as public distrust of the APFC dividend trustees
however, no such body exists. The Board of Trustees is
charged with nmaking sure that this mnultigenerational asset
is not dimnished by inflation and that is the Board' s
noti ve behi nd proposi ng the POW.

MR. STORER strongly agreed.

SENATOR OGAN t hanked Senator Therriault for correcting his
m sstatement and pointed out the legislature has the
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responsibility for paying the dividend. He maintained that
the sinultaneous discussion of the POW proposal and the
budget gap is making everyone very suspect of the
noti vations behind the POW proposal.

MR. STORER said the Board of Trustees understands that
conpletely and when it is given the opportunity to speak
directly to individuals and answer questions, it has found,
W t hout exception, they wunderstand the distinction. The
difficulty is conveying that nessage.

SENATOR THERRI AULT noted that under SJR 19, there m ght not
be enough revenue in a down narket to pay a dividend and/or
inflation proofing. SIJIR 19 freezes the existing statutes so
that the dividend takes precedence. He asked M. Storer if
t hat concerns him

MR, STORER said the Board of Trustees strongly believes
that how the funds are used is wthin the legislature’s
prerogative. He stated:

If you went back to June 30, and this is what
we’ve been using, we're updating it and then in
any given year under the existing fornula,
there’s about a 10 percent chance that there
woul d be no dividend — |I’m not saying every year,
|’m just saying within that continuum So that is
the risk with the existing fornul a.

Now, because the nmarket has done so well, and
once we visit our asset allocation we wll
renodel it and, at |l|east for sone foreseeable
time, that 10 percent probability dimnishes
because we have a much | arger cushion. But the 10
percent probability of a significantly smaller

dividend would still exist under the existing
formula, and then inflation proofing — |I haven't
really thought through the — if POW passes and

you have this existing formula, you have now put
inflation proofing ahead of that fornmula.

CHAI R SEEKI NS t ook public testinony.
M5. MARY CGRISWOLD, representing herself, said she supports

a conbination of CSSJR 18(STA) and SJR 32. She told
menber s:
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POW provides long-term protection for the buying
power for the permanent fund by constitutionally
inflation proofing the entire fund. Right now
only the principal is inflation proofed, and that
is done by an annual Ilegislative appropriation
subject to available funds. Equally inportant,
POW prevents erosion of the permanent fund’ s
value by limting the spending in times of
pl enty. Thi s payout nmet hod conplies wth
generally accepted accounting practices and is
appropriate for diversified funds conposed of
stocks, bonds and real estate. Qur current payout
nmethod is outdated because we are no |onger
i nvested only in inconme-produci ng bonds.

| mpl enrenting POW nmust be kept sinple and
conparable to the existing dividend program to
gain voter acceptance. So while | am not
generally in favor of dedicating appropriations
in the Constitution, this case warrants doi ng so.
The political reality is that we are going to get
nowher e resol vi ng our gr ow ng difficulties
W thout <clearing the dividend issue from the
table. 1 favor an 80-20 split of the payout
because this is the nost defensible math to
preserve a conparable dividend formula. It is
consistent with the performance nodel, which |
trust better than short-term projections or |ook
backs. The nodel stipulates 80 percent nom nal
returns, 3 percent inflation, and a 5 percent
real return over tine. Right now we are using
half of the nomnal returns for dividends. To
equal this after POW' s inplicit inflation
proofing, we nust use 80 percent of the 5 percent
payout. This is straightforward and |eaves 20

per cent avai l abl e for essenti al gover nnment
services, which when conbined with revenue from
revised oil taxes and a 3 percent inconme tax

based on federal adjusted gross incone wll
[indisc.] bridge our fiscal gap.

SJR 19 and SJR 24 continue our outdated payout
met hod, which threaten the value of the pernmanent
fund by allowi ng overspending in years of high
i ncone. A conbination of CSSIJR 18 and SJR 32 is a
good solution to protect the wvalue of the
permanent fund, preserve the dividend program
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that Al askans have learned to count on, and help
us take a big step toward fiscal responsibility.
Thank you.

MR. MARK NEWAN, testifying on his own behalf from Big
Lake, informed nenbers that he was a delegate to the
Conf erence of Al askans. He has repeatedly heard the comment
that it is necessary to get the POW by the people. He said
he has recently talked to many people who understand that
with the current nethod, dividend checks w Il be higher
when the stock nmarket is up and lower when it is down. He
noted the permanent fund began in 1976 wth a deposit of
$728 million and it now anmounts to $28 billion, which shows
that the current systemis working very well. A comm ssion
report from 1990 showed the results of two questions put
before Al askans: what is the purpose of the permanent fund
and what role will it play in Alaska’ s long-term future.
The public clearly stated that it wants the permanent fund
retained; the principal of the fund preserved; the current
| evel of state spending lowered; and it does not want to
use fund wearnings to support state prograns in the
foreseeable future. Many people desperately need that
di vidend check. He expressed concern that the people are

not being listened to by the politicians and governnent
officials. He cautioned that to build public trust, the
| egi sl ature nust listen to and do what the people say. He

invited nenbers to call him

MR. ROGER GAY, a resident of Big Lake, said he was tired of
hearing about the issue of inflation proofing because the
| egi slature cannot inflation proof anything by throw ng
nore noney into the permanent fund. He told nenbers, “The
only way to get the real value of or froma fluctuating and
intrinsically worthless currency is to spend it now at
today’s value. Tonobrrow your noney is going to be worth
| ess.”

TAPE 04-11, SIDE A

MR. GAY said when inflation eats the value of the pernanent
fund down to zero that should be a | esson to the people who

refuse to control their own currency. He added, “If it
doesn’t make sense to inflation proof the dividend, let’s
stop heari ng about t he oxXynor on of i nflation

proofing...double digit inflation is going to be a bigger
shock than the stock market crash and you can bet it’s
com ng.”
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CHAIR SEEKINS announced that with no further wtnesses
wi shing to testify, public testinony was cl osed.

SENATOR OGAN concurred with M. Newran's statenent that a
| ot of people need the dividend check. He said he was gl ad
M. Newran attended the Conference of Alaskans, as he
represented the “average guy.”

SENATOR THERRI AULT commented that the |egislature always
has to deal with reality versus perception and he believes
there is the perception anong the public that the
managenent schene of the permanent fund has never been
changed. However, had the |egislature never tinkered wth
that managenent structure, the permanent fund would not
have increased in value as the result of the stock narket
rise. He explained that the permanent fund was originally
set up as a bond fund and had the |egislature chose to
| eave it that way, the stock market would have taken off
and left the fund behind. That change resulted in a
tremendous payout to the public, which people are now so
dependent on.

[ The follow ng testinony by Chair Seekins is verbatim)]

CHAIR SEEKINS: | agree. Oher coments? Discussion anong
the nmenbers? My intent here is to take a look at all four
of these bills this norning and | think that the Judiciary
Conm ttee has discussed and discussed and discussed these

bills. I think it’s time for other nenbers of the
| egislature to be able to discuss them as well. M intent
here is to put an up and down vote as to whether we put all
four of these bills forward or not. | don't have any
problem with them going forward and being discussed in
further commttees of assignnment. | think it’s worthwhile

to be able to do so.

On a personal level, | support sone concepts and | don’t
support other concepts but | don’t think that they ve been
fl eshed out to the point where | would be on an up or down
vote except on one thing, and that would be that | believe
that the POW systemis superior to the systemthat we have
NOW. I’m saying that both as a |egislator, as a
busi nessperson and as a forner trustee. In 1991-1994, we

had discussions as to whether or not the fund should be
operated on a percent of market value way back then rather
than the current system of realized gains. | think our
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current system is antiquated. It’s subject to rmarket
variability. It's subject to political manipulations and
it’s not the best system that we should have in place for
ny famly currently, my children now, ny grandchildren and

their children to cone. | do believe that we should
intrinsically inflation proof the fund and | support that
on that basis, and I think that that is an added benefit to
the POW system | can’t guarantee what inflation proofing

is going to be next year but the way that SIJR 18 is
witten, it gives the legislature the cap of 5 percent, not
a nmandate to spend 5 percent. |1 don't think people in
general understand that.

As |’ve gone around the state and tal ked to people, | found
out that once they understand that it’s a managenent system
and it’s not a raid on the permanent fund, as sone
political opportunists would like to nake it be, 1 think
that they say well maybe that’'s not a bad system The
di scussi on though, would tend to be as to well how nuch and
where would it go, as we heard in the commttee this
norning. |I'm not at this point in favor of limting the
fiscal responsibility of the legislature, either now or in
the future to be able to handl e energencies that may energe
and the flexibility that we would have to have.

On a personal basis, | don't have any problem with a
spending |limt — a constitutional spending limt, which is
not part of what we’'re looking at this norning, where we
would be able to override the provision in case of an
energency or collapse — some kind of a national disaster.
My primary responsibility as a legislator fiscally is to
make sure that we are neeting the essential needs of the

government in the State of Alaska and | think that our
Constitution was very strong in assigning that position to
the legislature. | have not been in favor of endow ng noney

for any purpose in ny past, and I'’m not at this point in
tinme.

| don’t have any problem — | believe, based on the track
record of the legislature, we would continue to try our
dead | evel best to be able to put a dividend into the hands

of the people of the State of Alaska. It’'s a strong
economc force. It’s one of — | don't know where it would
be but it’s one of the top five economes in the state of
Alaska. At one time | know it was second only to, |
believe, fishing at that particular tinme. So, it’s a strong
econony. W would not choose, | don't think as a

SENATE JUD COW TTEE -27- February 27, 2004



| egi sl ative body, to cripple that econony, nor would we
choose as a legislative body to cripple the State of Al aska
when dire circunstances were necessary for us to be able to
nmeet those essential needs of governnent.

So, | hope that as we |look now - we’'re going to ask on an
i ndi vidual basis, |'"mgoing to ask for recommendations from
the commttee on all four of these for the purposes of
further discussion down the line in the rest of the body.
W all know that we're comng up to a date when we
[indisc.] by the Governor and we’ ve agreed that we’'d take a
| ook at many different approaches to be able to | ook at how
we would operate fiscally in the State of Al aska. And we
have got recomrendations from everywhere, including the 55
menbers of the Conference of Alaskans. So, | would ask
first for the will of the commttee as to SJR 24. Senator
Therriaul t?

SENATOR THERRI AULT noved SIJR 24 from commttee wth
i ndi vi dual recomrendati ons.

SENATOR ELLIS objected because he believes the conmttee
has a superior work product before it that addresses the
sanme i ssues.

The notion to nove SIJR 24 from conmttee with individual
reconmendations carried with Senators Ogan, Therriault, and
Seekins in favor, and Senators Ellis and French opposed.

SENATOR THERRI AULT noved SJR 32 from commttee wth
i ndi vi dual recomrendati ons.

SENATOR OGAN noved a conceptual anendnment to SJR 32, that
being to incorporate Section 4 from SJR 24. That anendnent
reads:

Sec. 4. Article XV, Constitution of the State of
Al aska, is amended by adding a new section to
read:

Section 30. Conditional Effect. The
2004 anendnents to the Alaska pernmanent fund
(art. IX, sec. 15) take effect only if, in 2004,
the voters approve an anendnment relating to an
appropriation limt (art. IX sec. 16).
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SENATOR ELTON asked for clarification of what the anendnent
does.

SENATOR OGAN explained that it would also require voter
approval of a spending limt.

SENATOR ELTON said he would prefer to keep SIJIR 32 as sinple
as possi ble and expressed concern about predicating SJR 32
on another action. He suggested the Senate Finance
Comm ttee discuss that matter.

SENATOR ELLI S objected to the adoption of the anendnent.

The notion to adopt the anmendnent carried with Senators
Therriault, Ogan and Seekins in favor, and Senators Ellis
and French opposed.

There being no further discussion on the notion to nove SJR
32 as anended [CSSJR 32(JUD)] from committee, the roll was
called. The notion carried with all Senators in favor.

SENATOR THERRI AULT nmoved CSSJR 18(STA) from committee with
i ndi vi dual recommendati ons.

SENATOR ELLI S obj ect ed.

The notion to nove CSSJR 18(STA) from conmittee carried
with Senators French, Therriault and Seekins in favor, and
Senators Ellis and Ogan opposed.

SENATOR ELLIS npbved SJR 19 to the next commttee of
referral with individual recomendati ons.

SENATOR THERRI AULT objected and asked Senator Ellis, given
the testinony that SJR 19 prioritizes the dividend over
inflation proofing, whether he w shed the conmttee to take
action as an endorsenent of the neasure or just to keep it
alive as a vehicle.

SENATOR ELLIS said individual recommendations by the
menbers were inherent in his notion. He believes SIR 19 is
a proposal that nerits further consideration and each
menber can nmake a reconmmendati on on the conmttee report.

SENATOR OGAN noved to adopt a conceptual anendnent to SJR
19, that being to incorporate Section 4 from SIJR 24. That
anendnent reads:
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Sec. 4. Article XV, Constitution of the State of
Al aska, is amended by adding a new section to
read:

Section 30. Conditional Effect. The
2004 anendnments to the Alaska permanent fund
(art. I'X, sec. 15) take effect only if, in 2004,
the voters approve an anendnent relating to an
appropriation limt (art. IX sec. 16).

SENATOR FRENCH said he is opposed to this anendnent because
he has a hard tinme endorsing a spending limt wthout any
specifics in front of himat this tine.

SENATOR OGAN said he understands that the commttee would
be voting on sonething that no one is able to describe at
this tinme. However, the Senate could anend it on the fl oor.

SENATOR ELLIS told Senator Ogan that he m ght believe that

adding the spending Iimt provision will enhance the chance
of voter support but he encouraged nenbers to think through
the constitutionality of linking a constitutional spending

limt wth these other nmatters. He said it is unknown
whet her that goal will ultimately fail [in the courts]. He
cautioned that the legislature would be asking for trouble
down the road, past the voters. He agreed with Senator
French that it is difficult to make a decision on this
conceptual anendnent in the tineframe provided by the
chair.

The nmtion to amend SIJR 19 carried wth Senators
Therriault, Ogan and Seekins in favor and Senators French
and Ellis opposed.

The notion to nove SJR 19 as anended [CSSJR 19(JUD)] from
commttee carried with all nmenbers in favor.
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