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C O M M  I T T E E  R E P O R T

3/10/76 H O U S E

M r . S p e a k e r :  D a t e

TU r . t J U D I C IARY . u SSHJR 39
The  C o m m i t t e e  on has  had

u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  memb er s  o f  t h e  C o m m i t t e e

( ) r e c o mme n d s  i t  DO PASS

( ) r e c o m m e n d s  i t  DO NOT PASS

( ) . e c o m m e n d s  i t  DO PASS WITH ATTACHED AMENDMENT(S)

(>■)' r e c o mme n d s  i t  BE REPLACED WITH CS FOR ' ' AND THAT

v S FOR /■' i k .   DO PASS

( ) " a n d "  r e c o mme n d s  i t  BE REFERRED TO THE _____________________________

COMMITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Me mb e r s  s i g n i n g  t h e  M a j o r i t y  r e p o r t :

v  /.r. \t / : • ''/i’S ^ — . ✓ OJ r

4 ' r
i - T o  ■ ■■A 1 |1 | U  . ■

S '

Me mb e r s  NOT c o n c u r r i n g  i n  t h e  Maj  o r  i t y  r e p o r t :

___________________________  r e c o m m e n d s :

___________________________  r e c o m m e n d s :

__________________________________  r e c o m m e n d s :

__________________________  r e c o m m e n d s :

recommends:
/ • // »

• ’ 1 '  ' < C ha i rma n



HUS!*AI6T>!EXT OF KFVKX1JE
OFFICE OF WE COMMISSIONER / POUCII S -  JUNEAU 99SII

F e b r u a r y  4, 1 9 7 6

T h e  H o n o r a b l e  H u g h  M a l o n e  

C h a i r m a n

H o u s e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  C a p i t o l  B u i l d i n g  

J u n e a u ,  A K  9 9 8 1 1

Re: S p o n s o r  S u b s t i t u t e  f o r  H o u s e  J o i n t  R e s o l u t i o n  Ho. 39

D e a r  M r .  M a l o n e :

S p o n s o r  S u b s t i t u t e  f o r  H o u s e  J o i n t  R e s o l u t i o n  No. 39, p r o p o s i n g  

a n  a m e n d m e n t  to t h e  A l a s k a  C o n s t i t u t i o n ,  e s t a b l i s h i n g  a p e r m a n e n t  

f u n d  f o r  c e r t a i n  p r o c e e d s  d e r i v e d  f r o m  n o n - r e n e w a b l e  r e s o u r c e s  w a s  

i n t r o d u c e d  o n  J a n u a r y  15, 1 9 7 6  b y  t h e  R u l e s  C o m m i t t e e  at  t he 

r e q u e s t  o f  t h e  G o v e r n o r  a n d  w a s  r e f e r r e d  to t h e  H o u s e  F i n a n c e  a n d  

J u d i c i a r y  C o m m i t t e e s .

F o r  t h e  c o n s i d e r a t i o n  o f  t h e  House. F i n a n c e  C o m m i t t e e ,  I a m  e n c l o s i n g  

a  c o p y  o f  a f i s c a l  n o t e  p r e p a r e d  b y  L a w r e n c e  P. E p p e n b a c h ,  D e p u t y  

C o m m i s s i o n e r ,  T r e a s u r y ,  D e p a r t m e n t  of  R e v e n u e  a l o n g  w i t h  a c o p y  

of  a m e m o r a n d u m  f r o m  t h e  s a m e  e m p l o y e e  d e t a i l i n g  f i s c a l  n o t e  

c o m m e n t s .

If y o u  or a n y  m e m b e r s  o f  t h e  H o u s e  F i n a n c e  C o m m i t t e e  h a v e  a n y  

q u e s t i o n s  o n  t h e  m a t e r i a l  s u b m i t t e d ,  p l e a s e  t e l e p h o n e  t h e  w r i t e r  

a t  4 6 5 - 2 3 9 7  a n d  I w i l l  c o n t a c t  Mr. E p p e n b a c h  f o r  f u r t h e r  i n f o r­

m a t i o n  o r  t e s t i m o n y  a t  a h e a r i n g .

V e r y  t r u l y  y o u r s ,

R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t

E n c l o s u r e s

cc: T h e  H o n o r a b l e  T e r r y  G a r d i n e r

C h a i r m a n

H o u s e  J u d i c i a r y  C o m m i t t e e ______

L a w r e n c e  P. Eppcnbacli 

D e p u t y  C o m m i s s i o n e r ,  T r e a s u r y  

D e p a r t m e n t  of R e v e n u e
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T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  
F I S C A L  N O T E

S e c o n d  S e s s i o n  - N i n t h  L e g i s l a t u r e

i ’
I. H E Q U E S T

jjfcfjiJjxJW.*?'* J o i n t  R e s o l u t i o n  -  P e r m a n e n t  F u n d  

Title:
H e  q u o  s t o d  b y  : G o v e r n o r ____________: D a t e  : J a n u a r y  17.. 1 9 7 6

R e t u r n  D a t e  R e q u e s t e d : ________________________________________ _____________________

A g e n c y :-----Revenue__________________________ P r o g r a m :. SLatc. JnvesJuDanii-ivdvlso r y

C o m m i t t e e

II. F I S C A L  D E T A I L
B u d g e t  R e q u e s t  Unit(s) A f f e c t e d : ____________

A. EX PENDITURES: ~ (Thou s a n d s  of d o l lars)

O B J E C T FY 76 FY 77 FY 70 FY 79 F Y  80 FY 81
100 P E R S O N A L  S E R V I C E S
POO T R A V E L
300 C O N T R A C T U A L 1.'>0,000.
TOO C O M M O D I T I E S
!300 E Q U I P M E N T
(>00 ].,AND & S T R U C T U R E S
700 GRaiJTS, CLAIMS, ETC.

T O T A L
.150,000

B . F U N D I N G : (Thou s a n d s  of dol lars)

G E N E R A L  F U N D 150,000 I
F E D E R A L  F U N D S 1
O T H E R i

C. P O S I T I O N S :

- ----    l / f  / i /  l /  l / l  /



DA1E ( • J a n u a r y  12, 1976i
sucjtai F i s c a l  N o t e  C o m m e n t s  - 

P e r m a n e n t  F u n d  C o n c e p t

T h e  p r o p o s e d  C o n s t i t u t i o n a l  i n i t i a t i v e  w o u l d  e s t a b l i s h  a 
p e r m a n e n t  fund c o m p o s e d  of 10 p e r c e n t  of all m i n e r a l  l e a s e  r e v e n u e  
and p r o d u c t i o n  t a x e s  r e c e i v e d  b y  t he State. T h e  a m e n d m e n t  c a l l s  
for t h e  fund  to b e  i n v e s t e d  in i n c o m e  y i e l d i n g  p r o j e c t s  a n d  i n v e s t­
ments, w i t h  the i n c o m e  t r a n s f e r r e d  to t h e  g e n e r a l  fund.

T h e  a m e n d m e n t  l a n g u a g e  is b r o a d  in n a t u r e  and a c o m p r e h e n s i v e  
p i e c e  of e n a b l i n g  l e g i s l a t i o n  w i l l  b e  r e q u i r e d  to m a k e  the c o n c e p t  
work. M a n y  t o p i c s  w i l l  h a v e  to be a d d r e s s e d  b y  t h i s  e n a b l i n g  l e g i s­
lat i o n  such as the i n v e s t m e n t  o b j e c t i v e s ,  the c r e a t i o n  of d e v e l o p­
m e n t  f i n a n c i n g  i n s t i t u t i o n s ,  n e w  loa n p r o g r a m s ,  a n d  e v e n  the 
o r g a n i z a t i o n a l  f r a m e w o r k .  T o  s t u d y  t h e s e  q u e s t i o n s  a n d  to h a v e  
d r a f t  l e g i s l a t i o n  r e a d y  for i n t r o d u c t i o n  at t h e  b e g i n n i n g  of t h e  
1977 s e s s i o n  w i l l  r e q u i r e  r e s e a r c h  to c o m m e n c e  r i g h t  away. In 
ad d i t i o n ,  s i n c e  the s u c c e s s  of t his f u n d  w i l l  h i n g e  on t h e  q u a l i t y  
of m a n a g e m e n t  p e r s o n n e l  w o r k  m u s t  a l s o  p r o c e e d  in i d e n t i f y i n g  a n d  
r e c r u i t i n g  q u a l i f i e d  m a n a g e r s .

T h i s  f i s c a l  n o t e  a s s u m e s  t h a t  the p r e s e n t  S t a t e  I n v e s t m e n t  
A d v i s o r y  C o m m i t t e e  w i l l  r e s e a r c h  a n d  d r a f t  t h i s  .legislation and 
th a t  it w i l l  b e  c o m p l e t e d  by J a n u a r y  15, .1.977. T h i s  C o m m i t t e e  is 
p r e s e n t l y  r e s p o n s i b l e  for a d v i s i n g  t h e  C o m m i s s i o n e r  of R e v e n u e  w i t h  
r e s p e c t  to i n v e s t m e n t s  and its m e m b e r s h i p  ( l e g i s l a t i v e ,  e x e c u t i v e ,  
an d  public) is b r o a d l y  r e p r e s e n t a t i v e  of A l a s k a n  i n t e r e s t s .

T h e  S t a t e  I n v e s t m e n t  A d v i s o r y  C o m m i t t e e  d o e s  n o t .h a v e  a 
p e r m a n e n t  staff; this f i s c a l  n o t e  w o u l d  p r o v i d e  f u n d s  for s e c u r i n g  
the n e c e s s a r y  r e s e a r c h  c a p a b i l i t y .  In a d d i t i o n ,  n e w  m e m b e r s  m a y  be 
a p p o i n t e d  to the C o m m i t t e e  to e n h a n c e  its a b i l i t y  to u n d e r t a k e  this 
r e s p o n s i b i l i t y .  E v e n  t h o u g h  the a p p r o a c h  t a k e n  u l t i m a t e l y  w i l l  be 
u p  to the C o m m i t t e e ,  the f o l l o w i n g  o u t l i n e  m i g h t  r e p r e s e n t  a t y p i c a l  
plan. It d i v i d e s  the w o r k  i n t o  f o u r  phases:

1. P r e l i m i n a r y / C o n c e p t u a l  R e s e a r c h :  T y e i c a l  a s s i g n m e n t s  w o u l d
i n c l u d e  a s t u d y  of the e x p e r i e n c e  of s i m i l a r  f u n d s  in o t h e r  states; 
a t h o r o u g h  c a t a l o g i n g  of A l a s k a ' s  r e n e w a b l e  a n d  n o n - r e n e w a b l e  
r e s o u r c e s ;  an e x a m i n a t i o n  of the n e e d  for c r e d i t  e x p a n s i o n  in A l a s k a  
the e v a l u a t i o n  of present: loan p r o g r a m s ;  t h e  i d e n t i f i c a t i o n  of 
a l t e r n a t i v e  a d m i n i s t r a t i v e  f r a m e w o r k s  for the* fund; and b a c k g r o u n d  
d a t a  g a t h e r i n g  on the S t a t e ' s  f i n a n c i a l  p o s i t i o n .

to, f
S t e r l i n g  G a l l a g h e r  
C o m m i s s i o n e r  
D e p p p t m e n t  o f  R e v e n u e

w o m , ip a w r c n c e  C. E p p e n b a c h
D e p u t y  C o m m i s s i o n e r ,  T r e a s u r y  
D e p a r t m e n t  of R e v e n u e



S t e r l i n g  G a l l a g h e r - 2- J a n u a r y  12, 1976

2. E c o n o m i c  R e s e a r c h :  W o r k  in t h i s  a r e a  m i g h t  c o n s i s t  of
the c l a s s i f i c a t i o n  of p r e s e n t  a n d  p o t e n t i a l  r e v e n u e  s o u r c e s  i n t o  
r e c u r r i n g  a n d  n o n - r e c u r r i n g  c o m p o n e n t s ;  the i d e n t i f i c a t i o n  of 
p o s s i b l e  r e c u r r i n g  r e v e n u e  i n c r e m e n t s  r e l a t e d  to d e v e l o p m e n t  
a c t i v i t y ,  a n d  the i d e n t i f i c a t i o n  of e n v i r o n m e n t a l  c o s t s  a s s o c i a t e d  
w i t h  t h a t  a c t i v i t y .  T h i s  s h o u l d  p r o v i d e  a r a n k i n g  o f  p o t e n t i a l  
e c o n o m i c  p r o j e c t s  w i t h  r e s p e c t  to long t e r m  n et e c o n o m i c  b e n e f i t  
to A l a s k a n s .  C a r e f u l  c o o r d i n a t i o n  w i t h  the d e v e l o p m e n t  p l a n s  of 
N a t i v e  R e g i o n a l  and V i l l a g e  C o r p o r a t i o n s ,  S t a t e  a u t h o r i t i e s ,  
m u n i c i p a l ,  a n d  p r i v a t e  s e c t o r  c o r p o r a t i o n s  w i l l  b e  r e q u i r e d .

 •....... 3. F i n a n c i a l  R e s e a r c h :  H e r e  t h e  d e t a i l  w o r k  b e g i n s  in
• i d e n t i f y i n g  a l t e r n a t i v e  i n v e s t m e n t s  t h a t  m a y  q u a l i f y  for p e r m a n e n t  
'fund p a r t i c i p a t i o n .  E a c h  p r o j e c t  w o u l d  h a v e  to be r a n k e d  a c c o r d i n g
to its a b i l i t y  to s t i m u l a t e  n e t  r e c u r r i n g  r e v e n u e  b e n e f i t s  to the 
e n t i r e  State. M e a s u r e m e n t s  of the i m p a c t  of fund o p e r a t i o n  on S t a t e  
b u d g e t  e x p e n d i t u r e s  w o u l d  a l s o  h a v e  to b e  made.

4. L e g a l  R e s e a r c h :  R e v i e w s  of l e g a l  i n v e s t m e n t s ,  the legal
s t a t u s  of i n v e s t i n g  in q u a s i - p u b l i c  i n s t i t u t i o n s ,  and the a c t u a l  
w r i t i n g  of p r o p o s e d  l e g i s l a t i o n  w o u l d  l o g i c a l l y  f a l l  i n t o  this 
c a t e g o r y .  . . .  . . .

L C E : g e  
E n c l o s u r e
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p fc i/t c/v J  £>:j (â o1 , // / V CAsCt* ct̂fnjA C ̂ '7j sf
Otn / ]h / ui~̂ o * m m ' 3 6ipf * Ô  i A S O i S I Ci I/
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I n t r o d u c e d :  1 / 1 5 / 7 6
R e f e r r e d :  F i n a n c e  a n d
J u d i c i a r y

B Y  T H E  R U L E S  C O M M I T T E E  BY 

R E Q U E S T  O F  T H E  G O V E R N O R

S U B S T I T U T E  F O R  H O U S E  J O I N T  R E S O L U T I O N  NO. 39

T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

P r o p o s i n g  a n  a m e n d m e n t  t o  t he

A l a s k a  C o n s t i t u t i o n ,  e s t a b l i s h i n g

a p e r m a n e n t  f u n d  f o r  c e r t a i n  pro-*

c e e d s  d e r i v e d  f r o m  n o n - r e n e w a b l e

r e s o u r c e s ,

B E  IT  R E S O L V E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1, A r t i c l e  IX, S e c t i o n  7> C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  

i s  a m e n d e d  to  r e a d :

S E C T I O N  7. D E D I C A T E D  F U N D S .  T h e  p r o c e e d s  o f  a n y  s t a t e  t a x  o r  

l i c e n s e  s h a l l  n o t  be  d e d i c a t e d  to  a n y  s p e c i a l  p u r p o s e ,  e x c e p t  as  p r o ­

v i d e d  in s e c t i o n  15  a n d  e x c e p t  w h e n  r e q u i r e d  by t h e  fe',or a l  g o v e r n m e n t  

f o r  s t a t e  p a r t i c i p a t i o n  in  f e d e r a l  p r o g r a m s .  T h i s  p r o v i s i o n  s h a l l  not 

p r o h i b i t  t h e  c o n t i n u a n c e  o f  a n y  d e d i c a t i o n  f o r  s p e c i a l  p u r p o s e s  e x i s t ­

i n g  u p o n  t h e  d a t e  o f  r a t i f i c a t i o n  o f  ! n i s  c o n s t i t u t i o n  by  t h e  p e o p l e  

o f  A l a s k a ,

* S e c .  2. A r t i c l e  IX, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  is a m e n d e d  

b y  a d d i n g  a n e w  s e c t i o n  to  r e a d :  ^

S E C T I O N  15- P E R M A N E N T  F U N D ,  pTer) p e r  c e n t  o f  a l l  m i n e r a l  l e a s e

r e n t a l s ,  r o y a l t i e s ,  r o y a l t y  s a l e  p r o c e e d s ,  r e v e n u e  s h a r i n g  p a y m e n t s ,

b o n u s e s ,  a n d V m i n e r a l  p r o d u c t i o n  t a x e ^ r e c e i v e d  by  t h e  s t a t e  s h a l l  be

p l a c e d  i n  a pez’inanent f u n d ,  t h e  p r i n c i p a l  o f  w h i c h  s h a l l  be  u s e d  o n l y

f o r  i n c o m e  i n v e s t m e n t s .  T h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  a d d i t i o n a l
'N

a m o u n t s  to  t h e  p e r m a n e n t  f u n d  w h i c h  s h a l l  b e c o m e  a  p a r t  o f  t h e  p r i n c i p a l

o f  the- f u n d .  A l l  i n c o m e  f r o m  t h e  p e r m a n e n t  f u n d  s h a l l  b e  d e p o s i t e d  in 

t h e  g e n e r a l  f u n d ^ * * ^ * ^  u ^  (

“1_  S S H J R  39

I N  T H E  H O U S E

S P O N S O R

IN
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A M E N D M E N T

;  ' .  & 0

O f f e r e d  in t h e  HOUSE:

6)

To:

B y : f i n a n c e  co mmi t t e e

HOUSE B I L L  No, s s h j r  39 

S ENATE BILL  No,  ______________

i) Pa g e : _ i_

after "estat shing" insert

2) 1

b e f o r e  P E R M A N E N T  F U N D  insert 

b e f o r e  "per cent" delete:

i n s e r t : '

3) 1

b e f o r e  "revenue" insert:

4) 1

after " i n v e stments" insert

5) 1

after "fund" add:

add a n o ther section

L i n e : - T i t l e

an A L A S K A  P E R M A N E N T  F U N D

22

A LASKA

Ten

T w e n t y - f i v e

23

federal mineral

STri cx A ltx H J r? jOrO
w h i c h  shall be e s t a b l i s h e d  
by law

vn ct w\ 1

unless o t h e r w i s e  p r o v i d e d
by law

* Sec. 4. T h e  amendm e n t s  
p r o p o s e d  by this r e s o l u t i o n  
if a d o p t e d  by the v ot ers at 
the next general election 
shall become e f f e ctive 90 days 
after the c e r t i f i c a t i o n  of 
the election returns by the 
lieutena nt governor.



B e f o r e  the House J u d i c i a r y  C o m m i t t e e
Regarding : H J R  39 E x c e p t i o n  for D e d i c a t i o n  of Revenues

C o n s t i t u t i o n a l  A m e n d m e n t  for a "permanent fund"

T e s t i m o n y  by N o r m a n  B a i l e y  of Anchorage, A l a s k a  - M a r c h  15, 1976

MR. C H A I R M A N  A N D  M E M B E R S  OF THE C O M M I T T E E :

As the p e r m a n e n t  fund c o n c e p t  is b efore you for p a s s a g e  
d u r i n g  this L e g i s l a t u r e  w e  c a n n o t  stress its i m p o r t a n c e  to the 
State, and to the future of its citizens, enough.

A l a s k a  is to be the r e c i p i e n t  of an ad diti o n a l  one b i llio n 
d o l l a r s  e a c h  year (if tax laws r e m a i n  u n c h a n g e d ) . As oil b egins 
to flow in 1978 and c o n t i n u e s  < n for n earl y 20 years, w e  w i l l  be 
a w a s h  in " p e t r o - d o l l a r s " .

P r u d e n c e  d i c tates that we begin now to set up a m e c h a n i s m  
for the m a n a g e m e n t  of these m o n i e s  w e  will receive from the sale 
of o n e  of our n o n - r e n e w a b l e  resources.

The p e r m a n e n t  fund, or p l a c e m e n t  of a c e r tain percentage, 
is a fund to p r e s e r v e  the m o n e y  w h i l e  it w a i t s  to be p l aced in 
the S tate e c o n o m y  to h e l p  that e c o n o m y  be more self-reliant. In 
the past w e  have seen the n e g a t i v e  r e s ults  of economic  exploitati on.

The g o l d  industry, o n c e  the m o s t  influential in Alaska, now 
p r e s e n t s  o n l y  closed up mines, g h o s t  towns, and old cabins as 
e v i d e n c e  of the period. The w e a l t h  left A l a s k a  to N e w  York,
Seattle, San Francisco, Chicago, and elsewhere. It did A l a s k a n s  
l i t t l e  goo d and left no e c o n o m i c  b e nefit  for A l a s k a n s  of today.

The f i s h i n g  industry, o n c e  strong and thriving, has been 
e x p l o i t e d  n e a r l y  b e y o n d  recovery. F o r  the most part the w e a l t h  
has left Alaska. The c a n n e r i e s  are owned, still today, a lmost 
all by o u t s i d e  interests. The w e a l t h  from exploiti ng that r e s o u r c e  
has b e e n  of littl e b e n e fit to Alaskans.

The s t o r y  line is a l m o s t  the same in each industry. The 
p e r m a n e n t  fund can alter that line. It can allow A l a s k a  the a b i l i t y  
to e x e r c i s e  a greater d e g r e e  of c o ntrol that ever b e f ore ove r its 
e c o n o m i c  and financial destiny.

J h r o u g h  no acts of our own, we are heir to the b e n e f i t s  of 
this »«reefcoccuring treasure. It is d o u btful that a n o t h e r  P r udho e 
Bay w i l l  come Alask a ' s  way. It is the o b l i g a t i o n  and d u t y  of the 
m e m b e r s  of this L e g i s l a t u r e  to offer all A l a s k a n s  the o p p o r t u n i t y  
to d e c i d e  - since this time they have a chanc e - w h a t  they think 
the p o l i c y  of the State o ught to be with regard to the p r e s e r v a t i o n  
of our oil wealth.

I urge y o u  pass H J R  39 out of C o m m i t t e e  and give it early 
a t t e n t i o n  on the floor.



A S S U M P T I O N S

N A T I V E  C L AIMS 
(millions)

FY76 - $ 6.4 FY77 - $ 5.9 FY78 - $ 71.6
FY79 - $90.8 FY80 - $124.6 F Y 8 1  - $140.9
FY82 - $59.8

This is t h e  p a y m e n t  s c h e d u l e  w h i c h  is i n c l u d e d  in State E x p e n d i t u r e s .

P R O P E R T Y  TAX 
(millions)

FY76 - $16.3 + $ 7 0 . 1  = $86.4 FY77 - $70.1 + $58.1 = $128.2
FY78 - $128.2 + $23.9 = $ 1 5 2 . 1  FY79 - $152.1 + $2.3 = $ 1 54.4
FY 1980 = $ 154.4 F Y  1981 = $154.4 F Y  1982 = $148.2

The P e t r o l e u m  i n d u s t r y  p r o p e r t y  is d e p r e c i a t e d  at 4% per y e a r  f r o m  F Y 8 1  on.

The a f o r e m e n t i o n e d  a s s u m e s  a m o v e  up in the e f f e c t i v e  p a y m e n t  d a t e  f r o m  Sept 
to June. T h i s  is w h y  the a d d i t i o n a l  (+) r e v e n u e s  a ppear f r o m  FY76 to FY79.

BONUS SALES

N o  A n t i c i p a t e d  Bonus Sale R e c e i p t s  I n c l u d e d

R E S E R V E  T A X  C R E D I T  
(millions)

The P e r m a n e n t  Fur.d is c a l c u l a t e d  on t h e  t o t a l  r e s e r v e  tax b e f o r e  the c o m­
pan i e s  r e c e i v e  cred its. This is in c o n f o r m i t y  w i t h  the i n t e n t  of the bill.

R e c e i p t s  $220 in FY76 $269 in FY77 for a t o t a l  o f  $489

Pa y b a c k s  $109.2 in FY78 $142 in FY79 $198.4 FY80
$ 39.4 in FY81

I N T E R E S T  RATES

The P e r m a n e n t  F u n d  e arns 6% on the p r e v i o u s  y e a r ' s  b a l a n c e  w h i c h  is d e­
po s i t e d  in t h e  G e n e r a l  Fund.

The G e n e r a l  F u n d  earns  6% on the p r e v i o u s  y e a r ' s  b a lance w h i c h  is d e p o s i t e d  
into t h e  G e n e r a l  Fund.



'ISCAL
Y E A R

T O T A L
U N R E S T R I C T E D
GEi :r a l  f u n d

R E V E N U E
BEFORE

C O N T R I B U T I O N

T O T A L  
R E V E N U E  

S U B J E C T  TO 
P E R M A N E N T  

FUND 
C O N T R I B U T I O N

A N A L Y S I S  OF P E R M A N E N T  FUND 
(in m i l l i o n s  of

25% C O N T R I B U T I O N
TO P E R M A N E N T  

P E R M A N E N T  FUND FUND 
P E R  Y E A R  B A L A N C E

- A T  25% C O N T R I B U T I O N  R A T E  
c u r r e n t  dollar s)

T O T A L
U N R E S T R I C T E D  T O T A L  
G E N E R A L  F U N D  U N R E S T R I C T E D  

R E V E N U E  G E N E R A L  FUND 
A F T E R  E X P E N D I T U R E S  

C O N T R I B U T I O N  + A L A S K A  NLC

GE N E R A L  FUND 
SURPLUS  

(DEFICIT)

G E N E R A L
FUND

B A L A N C E

FY7 5 333,4 _ _ _ _ _ _ 333.4 490.0 (156.6) 379 . 3
FY76 650,0 68.6 17.2 17.2 632. 8 626,.4 6.4 385 .7
FY77 728.7 63.5 15.9 33.1 712.8 705.9 6.9 392 .6
FY78 986.4 688 .7 172.2 2G5. 3 814.2 871.6 (57.4) 335 .2
FY79 1181.5 874. 3 218.6 423.9 962.9 990. 8 (27.9) 307 . 3
FY8 0 1493.0 1198.9 299 .8 72 3.7 1193.2 1124.6 68.6 375 .9
FY81 1871.3 1374.9 343.7 1067.4 1527.6 1240.9 286. 7 662 . 6
FY82 2111.7 1526.4 381. 6 1449.0 1 730.1 1259.8 470. 3 1132.9
FY83 2403.8 1757.1 439. 3 1888 . 3 1964.5 1300.0 664. 5 1797.4
FY84 2651.7 1931.0 482.8 2371.1 2168.9 1400.0 768.9 2566.3
FY8 5 2819.8 2018.5 504.6 2875.7 2315.2 1500.0 815.2 3381.5



T H E  L E G I S L A T U R E  O P  T H E  S T A T E  O P  A L A S K A  

F I S C A L  N O T E

S e c o n d  S e s s i o n  - N i n t h  L e g i s l a t u r e

/ 3 J ~  A *  3  ?I . R E Q U E S T
Sjj&jatxjfKx)'. J o i n t  R e s o l u t i o n  -  P e n n a n e n t  Fund
T i t l e :

R e q u e s t e d  b y :_ _ CnvCEJQQr_ 
R e t u r n  D a t e  R e q u e s t e d :  

A g e n c y  . Revenue________

D a t e : J a n u a r y  1 2 . 1 9 7 6

P r o g r a m : _£taLe-.InvestiDcnt Advisory

C o m m itte e

I I . . F I S C A L  D E T A I L
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d :_

A. E X P E N D I T U R E S :  ( T h o u s a n d s  o f  d o l l a r s )

. O B J E C T F Y  76 F Y  77 F Y  70 F Y  7 9 F Y  80 F Y  81
1 0 0  P E R S O N A L  S E R V I C E S
2 0 0  T R A V E L
3 0 0  C O N T R A C T U A L JJ?iL.d00
A 00 C O M M O D I T I E S
5 0 0  E Q U I P M E N T
6 0 0  L A U D  u S T R U C T U R E S
7 0 0  G R A N T S ,  C L A I M S ,  ETC.

T O T A L
150,000

B. F U N D I N G : ( T h o u s a n d s  o f  d o l l a r s )

G E N E R A L  F U N D 150.000
1
|

F E D E R A L  F U N D S 1

O T H E R t

C. P O S I T I O N S :  

P E R M A N E N T / T E M P O R A R Y / / / ! / 1 / /

M A N  M O N T H S  ( P . / T . ) / / / / T /

III. A N A L Y S I S  (Se e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  III )

This fiscal note displays the reasonable minimum in resc.'.'ch expenses to draft 
bills for introduction in the 1977 legislative session to uplcment the permanent 

fund. It does not describe the longer term revenue impact of such a fund.

IV. A T T A C H M E N T S

V  P

V. D A T E :  Jnnuarv 12. 1976 P R E P A R E D  D Y : (Lawrence C.. Rppenbach_____________

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  

cc: B u d g e t  a nd M a n a g e m e n t
P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

H/S 50



MEMO TO: T erry Gardine r

FROM: Rick Svobodny

RE: SS H J R  39 Perma n e n t  Fund

M a r c h  16, 1976

After the C o m m i t t e e  m e e t i n g  of I arch 15 I d i s c u s s e d  the 
question of b r o a d e n i n g  the language concerning taxation 
of mineral prod ucts45 and severance with  A v  Gross. A v  
suggested I contact John Messenger, the attorney in the 
D epartment of L a w  w h o  deals w i t h  tax matters. On March 
16, M e s s e n g e r  and I discussed the committee's desire to 
b r o a d e n  the language of sec. 15 while at the same time 
r estricting the income to the fund to proceeds of 
m i neral p r o d u c t i o n  or severance. M e s s e nger and I 
suggest that on page 1, line 24 the w o r d  "all'' be added 
after the w o r d  " a n d " . The addition of this word makes 
the language m o r e  e x p licit but is not overly broad. We 
discus sed other language but given the p rop ensity for 
the Supreme C o u r t  to liberally construe the Co nsti t u t i o n  
we felt that any other language will be overly broad.

The propose d a m e n d m e n t  should be coupled wi th a Chairman' 
Report to read as follows:



B Y  T H E  R U L E S  C O M M I T T E E  BY  

I N  T H E  H O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

S P O N S O R  S U B S T I T U T E  F O R  H O U S E  J O I N T  R E S O L U T I O N  N O. 39

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

P r o p o s i n g  a n  a m e n d m e n t  t o  t he

A l a s k a  C o n s t i t u t i o n ,  e s t a b l i s h i n g ^ /

fr/a itA
a ^ p e r m a n e n t  f u n d  f o r  c e r t a i n  p r o ­

c e e d s  d e r i v e d  f r o m  n o n - r e n e w a b l e  

r e s o u r c e s .

B E  I T  R E S O L V E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A r t i c l e  IX, S e c t i o n  7, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  

is a m e n d e d  to r e a d :

S E C T I O N  7. D E D I C A T E D  F U N D S .  T h e  p r o c e e d s  o f  a n y  s t a t e  t a x  or  

l i c e n s e  s h a l l  n o t  be d e d i c a t e d  t o  a n y  s p e c i a l  p u r p o s e ,  e x c e p t  a s  p r o­

v i d e d  in s e c t i o n  l‘j a n d  e x c e p t  w h e n  r e q u i r e d  by t h e  f e d e r a l  g o v e r n m e n t  

f o r  s t a t e  p a r t i c i p a t i o n  i n  f e d e r a l  p r o g r a m s . T h i s  p r o v i s i o n  s h a l l  n o t  

p r o h i b i t  t h e  c o n t i n u a n c e  o f  a n y  d e d i c a t i o n  f o r  s p e c i a l  p u r p o s e s  e x i s t ­

i n g  u p o n  t h e  d a t e  o f  r a t i f i c a t i o n  o f  t h i s  c o n s t i t u t i o n  by t h e  p e o p l e  

o f  A l a s k a .

* S e c .  2. A r t i c l e  IX, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  is  a m e n d e d  

b y  a d d i n g  a n e w  s e c t i o n  to  r e a d :

S E C T I O N  1 5 . 7  P E R M A N E N T  F U N D .  JPgfi p e r  c e n t  o f  a l l  m i n e r a l  l e a s e

r e n t a l s ,  r o y a l t i e s ,  r o y a l t y  s a l e  p r o c e e d s , / i r e v e n u e  s h a r i n g  p a y m e n t s ,

b o n u s e s ,  a n d y y n i n e r a l  p r o d u c t i o n  t a x e s  r e c e i v e d  b y  t h e  s t a t e  s h a l l  be

p l a c p d  i n  a  p e r m a n e n t  f u n d ,  t h e  p r i n c i p a l  o f  w h i c h  s h a l l  b e  u s e d  o n l y  
/ K/l im * «/v ttr> A I**' ■

f o r  I n c o m e  inve s t m e n t s # .  T h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  a d d i t i o n a l

a m o u n t s  to  t h e  p e r m a n e n t  f u n d  w h i c h  s h a l l  b e c o m e  a p a r t  o f  t h e  p r i n c i p a l

o f  t h e  f u n d .  A l l  i n c o m e  f r o m  t h e  p e r m a n e n t  f u n d  s h a l l  be  d e p o s i t e d  in 

t h e  g e n e r a l  f u n c ^ *  ̂ ^  P

I n t r o d u c e d :  1 / 1 5 / 7 6
R e f e r r e d :  F i n a n c e  a n d
J u d i c i a r y
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* S e c .  3. T h e  a m e n d m e n t s  p r o p o s e d  b y  t h i s  r e s o l u t i o n  s h a l l  b e  p l a c e d

b e f o r e  t h e  v o t e r s  a t  t h e  n e x t  g e n e r a l  e l e c t i o n  i n  c o n f o r m i t y  w i t h  a r t .

till, sec. 1, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  a n d  t h e  e l e c t i o n  l a w s  o f

the s t a t e .

>  X  S ...

S S H . J R  3 9 - 2 -



POUCH Y • SIAIE CAPiTO 
JUNEAU. ALASKA 95301

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  M a r c h  15, 1976

SUBJECT: S S H J R  39 and ame ndments p r o p o s e d  by the House
F i n a n c e  Committee

TO: _ R e p r e s e n t a t i v e  Gardiner, Cha irman
H o u s e  J u d i c i a r y  Committee

FROM: R a n d o l p h  Berry
R e v i s o r  of Statutes

I have e x a m i n e d  the a m e n d m e n t s  p r o posed by the H o u s e  Finan ce 
C o m m ittee  to S S H J R  39 a n d  do not find any p r o b l e m s  or internal 
i n c o n s i s t e n c i e s  c r e a t e d  by those amendments. I would, however, 
r e c o m m e n d  that for g r a m m a t i c a l  clarity and to c o n f o r m  to the 
c r o s s - c i t a t i o n  f o r m  used elsewhere in the c o n stitu tion, the 
a m e n d m e n t  to the c o n s t i t u t i o n  made by sec. 1 of the resolution 
be w o r d e d  in the f o l l o w i n g  manner:

S E C T I O N  7. D E D I C A T E D  FUNDS. The p r o c e e d s  of any 
state tax or license shall not be d e d i c a t e d  to any special 
purpose, except as p r o vided  in section 15 of this arti cle 
or w h e n  r e q u i r e d  by the federal govern ment for state p a r t i c i­
pat i o n  i n  f e de ral programs. This p r o v i s i o n  shall not 
p r o h i b i t  the c o n t i n u a n c e  of any d e d i c a t i o n  for special 
p u r p o s e s  e x i s t i n g  u p o n  the date of r a t i f i c a t i o n  of this 
c o n s t i t u t i o n  by the people of Alaska.
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Permanent fund:
By CLARK GRUENING

The Fourth of July caine three days early to Alaska in 1958. 
Alaskans paraded in the streets, exploded fireworks, and 
generally showed the ir pleasure over President Eisenhower’s 
signature of the Alaska Statehood Act. Passage of the Act 
culminated nearly a century of struggle by Alaskans for political 
self-determination enjoyed by the rest of the Union,

The future of the new state could not have looked brighter. Two 
factors weighed in the state’s favor -  a scarcity of population 
and an abundance of natural resources. Even though lack of 
population was not universally seen as an asset, it hasallowed the 
state to apply a libera l percapitadoseof money tosocial ills.

TODAY, THE O RIGINAL optimism is tempered by a growing 
recognition that statehood was an important, but not final victory 
in a larger struggle. The continuing struggle is both political and 
economic.

On the po litica l front, Alaska has much to lose if, true to 
historical patterns, federal decisions to lease the Gulf of Alaska 
for offshore oil development and to classify large acre -ges of 17 
d-2 lands are made w ith indifference tostate needs ano rights.

On the economic front, it was hoped statehood would provide 
relief from the po litica l impotence that seemed to allow financial 
subjugation of the T errito ry  by outside interests. It is sig­
nificant that when Alaskans overwhelmingly approved their 
State Constitution on April 24,1956, the ordinance to abolish fish 
traps placed on the same ballot also passed by a wide margin.

ALTHOUGH THE FISH TRAP issue was often debated in ter- 
msof conservation and fa ir competition, the reality wasthat fish 
traps, being owned and operated by absentee-owned cannery 
interests, were a symbol of the worse kind of economic 
exploitation. Yet, today, as fish traps fade from memory, the 
processing and m arketing segment of Alaska's fishing industry 
is still lurgely owned by absentee interests.

As oil exploitation finances an increasing portion of the state’s 
operating budget, Alaskans with an eye to the future are won­
dering w ith some apprehension what happens when the oil runs 
out. Oil and gas production w ill fund some 29 per cent of the 
operating budget now under consideration for Fiscal Year 1977, 
By 1982, oil revenues (projected tt current tax rates) w ill supply 
at least 80 percent of all availab.estate revenues.

Of course, other non-renewuble resource revenues w ill be 
found, but like the Prudhoe Bay oil. these too w ill dwindle as the 
resource Is extracted. Prudhoe Bay revenues w ill begin to wane 
around 1985andifthepresenttrendofoilconsumption continues, 
use of oil as an energy source, as well as a revenue source, w ill 
become history w ith in one generation of Alaskans.

HOW MUCH OF THIS OIL wealth w ill benefit future 
generations of Aluskans? The answer is precious little , unless 
some of today’s m ineral wealth is set aside in a permanent fund, 
the principle of which is Invested and reinvested in the Alaska 
economy.

The concept of n permanent fund was debuted right after the 
state fell heir to the 8900 million Prudhoe Buy bonus lease sale 
monies. But at that tim e there were, as there are now, many 
tmmediute needs ccii*ng for immediate relief. The temptation of
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being able to meet present needs without raising taxes was too 
much and the permanent fund Idea was shelved.

It would be un fa ir to say that the total expenditure of the $900 
million between 1970 and 1976 w ill provide little  future benefit for. 
Alaska. The lion ’s share of the bonus money was dedicated to 
education which, is an investment in people (whocertainlyshould 
be considered a renewable resource). Indeed, people have 
proven to be a much more renewable resource than fish, to 
whose propagation the state has also devoted a large segment of 
the Prudhoe bonuses.

IN GENERAL, HOWEVER, the bonus money has helped to 
promote a governmental boom which is responsible for the 
present flu rry  of economic activity as the construction of the 
pipeline.

Toduy.oneout of every three Alaskans isemployedby federal, 
state, or local government. The number of permanent full-time 
state employes has blossomed from 5,790 in 1969 to over 12,000 in 
fiscal year 1976. Nearly one-half of the state's general funds is 
allocated to salaries and benefits for state employes.

The permanent fund, by reducing the amount of money 
available for use in the state's operating budget, would lim it the 
operation of Parkinson's Law. Nevertheless, the muinpurposeof 
the fund would be to accumulate a meaningful capital pool for 
investment w ith in  the state. Investment by the fund would help 
smooth out the boom and bust cyclesandreduceoutside financial 
domination.

Lust session, the legislature passed House Bill 324 which 
provided for the placing of 50 percent of the state’s mineral lease 
bonuses into a perpetual t r us t " . . .  for the benefit of both present 
and future generations of Alaskans," The governor, although 
voicing support for the concept, vetoed the b ill, ostensibly on 
technical grounds.

THIS SESSION, TH E GOVERNOR has introduced Sponsor 
Substitute fo r House Joint Resolution 39; a proposal for a con­
stitutional amendment tr  establish a permanent fund of at least 
10 per cent of a ll m ineral lease rentals, royalties, bonuses, as well 
as mineral production taxes, the principal of which may only be 
used for income producing investments. Commissioner of 
Revenue Sterling Gallagher, in a hearing before the House 
Finance Committee on HJR 39, testified that the 10 per cent is 
intended as a floor.

The establishment o f a permanent fund of revenue from the 
production of the state ’s mineral wealth is a task this legislature 
and the adm in istra tion should not postpone. Passage of HJR 39 
w ill require two-thirds concurrence of each house. I f  the 
resolution passes, the permanent fund w ill be before the voters in 
the upcoming general election in November of thisyear. •

After a thorough study of possible alternative investment 
strategies, a more detailed design of the investment programs 
can be incorporated in a b ill to be considered either this session 
or by the next Legislature. In either event, the purpose of the 
Tund would be to provide a capital pool fo r investments which 
will maximize the benefits of our renewable res turces and help 
promote a viable Alaskan economy.

A RECURRENT BUT SHALLOW criticism  of the permanent 
fund concept is that it would be arrogant for one legislature to tell 
future legislatures how to spend the state’s money. I f  by chance 
too much of the state's revenues is earmarked for specific pur­
poses, future legislatures w ill be unable to respond effectively to 
changing p rio rities and problems.

However, the real problem facing the state Is just the opposite 
extreme too much is being spent to meet supposed immediate 
needs by auctioning o ff non-renewable resources which in some 
part righ tfu lly  belong to future generations.

The supreme arrogance is the supposition that any one 
administration or legislature has all the answers. The annual 
allocation of 100 per cent of current non-renewable resource 
revenues to what are then perceived as priorities hardly gives 
future governments much to work with. A permanent fund should 
and can be structured to as to be flexible enough to meet future 
needs, On the other hand, given the present level of per capita 
government spending in Alaska, a modest 25 per cent set aside of 
revenues from  one lim e only mineral development w ill not 
hamstring necessary government operations.

THE CANADIAN PROVINCE of Alberta, with current annual 
governm ent expend itu res nearly equal to Alaska, has 
established the "A lbe rta  Heritage Savings Trust Fund" funded 
from 30per cent of all non-renewable resource revenues,

The preface to the Alberta act states that " , , .  it would be 
improvident to spend all non-renewable resource revenues as 
they are received . .  . " a n d " , . .It  is appropriate that a substan­
tial portion of those revenues be set aside and invested for the 
benefit of the people of Alberta in future years."

The kind of foresight A lb u ta  has shown is needed in Alaska. 
Given Alaska's need for a greater degree of financial indepen­
dence, the establishment of a permanent fund makes good sense 
in the continuing battle fo r statehood.
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