


PU3LIC OPINION MESSAGE

DEAR: REPRESEMTATIVE ULMER

NAME: GUV STENBERG 
TITLE:

ADDRESS: SR BOX 5222
CITY: NASILLA ZIP: 99687

PHONE* 376-4308 
BILL NO:
SU3JECT: FUNDING? 40-30-30?
MESSAGE: I CAM ONLY THINK OF ONE REASON WHY THE SENATE IS AGAINST AH INCOME T, 
— THEY MUST BE SO RICH, THEY CAN NOT BE UtlBIASEO REGARDING THIS MATTER.

PONID: 14084451
DATE: 05/12/87
TIME: 08:44:51

LICHAME: MAT-SU LIO

COPIES: PFPPFSFNTATIVES REPRESENTATIVES SENATORS

ADAMS BARNES ABOOD
BOULHER BOYER BENNETT
BROWN CATO BINKLEY
COLLINS COTTEN COGHILL
DAVIDSON DAVIS DUNCAN
DONLEY ELLIS ELIASON

FRANK FURNACE FAHRENKAMP
GOLL C-RUEN3ERG FAIKS
GRUSSENDORF HANLEY FISCHER
HERRMANN HOFFMAN HALFORD
HUDSON KOPONEN HENSLEY
LARSON MARTIN JONES
MENARD MILLER JOSEPHSON
NAVARRE PEARCE KELLY
PETTYJOHN PHILLIPS KERTTULA
PCURCHOT RIEGER RCOEY
SHULTZ SPRINGER STURGULEWSHI
SUNO SUACKHANHER SZYMANSKI
TAYLOR WALLIS UEIILING
ZAUACKI ZIIAROFF



PUBLIC O P I N I O N  MESSAGE

DEAR: REPRESENTATIVE ULMER

NAME: SIDYN R. REID 
TITLE:

ADDRESS: 3100 SEA WIND DRIVE
CITY: ANCHORAGE ZIP: 99516

PHONE: 345-7351 
BILL NO: SJR 40
SU3JECT: BUDGET LIMIT/PERM. FUND/BUDGET RESERVE FD
MESSAGE: I WANT YOU TO THINK ABOUT THIS RESOLUTION. I D O  NO T  BELIEVE ANY 

MONEY FROM THE PERMANENT FUNO EARNINGS SHOULD BE USED UNTIL THE STATE GOVERNMENT 
IS CUT BACK IN SIZE AND THE STATE S PENDING LESS THAN THE STATE INCOME.

POMID: 03001137 
DATE: 04/23/87 

TIME: 08:11:37 
LIONAME: ANCHORAGE LIO

REPRESENTATIVES REPRESENTATIVES SENATORS

ADAMS BARNES ABOOD

BOUCHER BOYER BENNETT

BROWN CATO BINKLEY

COLLINS COTTEN COGMILL

DAVIDSON DAVIS DUNCAN
DONLEY ELLIS ELIASON

FRANK FURNACE FAHRENKAMP

GOLL GRUENBERG FAIKS

GRUS5END0RF HANLEY FISCHER

HERRMANN H O F FMAN HALFORD

HUDSON KQFONEN HENSLEY

LARSON MARTIN JONES

MENARD MILLER JOSEFHSON

NAVARRE PEARCE KELLY
PETTYJOHN PHILLIPS KERTTULA

POURCHOT RIEGER RODEY

SHULTZ SPRINGER S1URGULEWSKI

SUNO SWACKHAMNER SZYMANSKI

TAYLOR WALLIS UEIILING

ZAWACKI ZHAROFF
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in sheep^s clothing
40-30-30 b e c a u s e '; 
A l a s k a :  P e r m a n e n t ;i.

N o n e w  ta x e s . .N o " d a m a g e  to  th e  p e r m a n e n t  f u n d . 'j u s t

j.' .T h i s  p la m .s e n d s  t h e  w o l f  p a c k in g ,  a l l  r i g h t , ' 'b u t  h e  
-w ill s t i l l  g e t fe d  b y  " fa m ilie s  a n d ’p e o p le  w i th  lo w  
in c o m e s . 'U n d e r  40-30-30: *> . , % V - j-, -‘H %
■\ » A  c o u p le  m a k in g  $ lb ,0 0 0  a  y e a r  w o u l d 'l o s e  a b o u t  
$400 in  d iv id e n d s  n e x t  y e a r .  I f  e n a c te d ,  G o v . C o w p e r ’s 
p e r s o n a l  in c o m e  t a x  w o u ld  c o s t  th e m  le s s  t h a n  $ 2 00 .- .

• A  fa m ily -  o f  f o u r - m a k in g  $25,000 a  - y e a r - w o u ld . lo s e  
r o u g h ly  $800 a  y e a r  in  l o w e r  d iv id e n d s ;  G p v . C o w p e r ’s 
in c o m e  t a x  p la n  w o u ld  c o s t  th e m  o n ly  $400. :

•  M e a n w h ile , a  s i n g l e 1 p e r s o n  m a k in g  $50,000 a  y e a r !  
w o u ld  lo s e  $200. i n  l o w e r  d iv id e n d s  — a n d  e s c a p e  p a y in g  

.$2 ,000 in  t a x e s  p r o p o s e d  b y ,.G o y . C o w p e r .  f  }
t  -• S e n . 'J a n  F a ik s /m u s t» h p t ':U a y e  b e e n  k i d d i n g  w h e n  s h e  
s a id ,  V T h e - 'r ic h 'n e e d ;;r e p r e s e n ta t io n , ’’■jtoo,’’ b e c a u s e  th i s  
p ie c e  o f  l e g i s l a t i o n 1 o f f e r e d  .b y  ,th e  S e n a te  l e a d e r s h ip ,  is  
c la s s ic  p r o te c t io n  f o r  t h e  w e a l th y .  It! b a la n c e s  t h e  b o o k s  
o n  th e  b a c k s ,o f  in d iv id u a l s  a n d  f a m i l ie s  w i t h  lo w  a n d  
m o d e r a te  in c o m e s  - ^ p a r t i c u l a r l y  r u r a l : A l a s k a n s  — a n d

m in im a l

‘.- . . in s te a d  o i  a n  in c o m e „ ia x  g e a r e d  . to  w n a t  p e o p le  c a n  
a f f o r d : to  p a iy ^ ’A ia s k a n s  g e t . a  .h e a d  ! ; t a x ; |H u n d r e d s ’" o f  
A la s k a n s  a l r e a d y  ;a r e - in .  s u c h  e c o n o m ic  t r o u b le V th e y ’re  
s e l l in g ~ th e i r  - 'p e r m a n e n t- f u n d  c h e c k s  - fo rm le s s - th a n  - h a i f  
th e  v a lu e .  < ' .
.•;.,..The S e n a te  p l a n  i s ; a  s h o r t - s ig h te d  ff ix  fo r :  A la s k a ’s 
lo n g - te rm  p r o b l e m s . 'I t  .b e lo n g s  in  th e ;  w a s t e  b a s k e t ^  
n o t  th e  C o n s t i t u t i o n ^ ' '^  •• • a -  . .
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By JOHN LINDBACK
Daily News reporter^ _
,■ JUNEAU -  Although the 
state Senate ran - new spaper 
ads Monday claiming "that it 
can balance the budget w ith­
out new. taxes, senators who 
support the plan concede it 
would effectively tax Alas- 
•Kans by cutting -their Alaska

m  ' ' ■ m  ■ ■ -I 1 1. !    . i l l .   ~   ,__  - O H  i n  v n t .n l

\ {

Perm anent fund dividends, bj.! -. nothing in sta te  reserves for 
With just one week’left fri' . budget emergencies, an omis-- 

the leg isla tive  sess io n ,-th e ! sion-that Gov. Steve Cowper 
S en a te 's  so-called  V40-30-3P1 warns is unacceptable.?;, 
plan faces an uncertain futufe C P U T heT S eria te -p lan ’s .nam e } 
because it is competing withfav stem sl:from/ its allocation of 
House plan tha t skipsjjan iiigj? investm ent, earnings *of the 
come tax and leaves divi- I" permanent fund. Under it, 40 
dends untouched. B u ti th e '^  percent of the annual eam- 
House plan leaves practically ings would go to the dividend

proigram, 30 percent to protect 
the fund's principal from in­
flation and 30 percent to a 
budget reserve fund. •!<
•'.If it becomes law / Alaskans 

will get about $200 less in 
their dividend checks ' than 
they would have next year.

The plan also would base 
the annual dividends "on the

: .• . • v; .
fund’s earnings for only the 
prior year, not the preceding 
five years as 'is  now the case. 
Financial consultants to the 
fund have said such a change 

. would -make the earnings sub­
ject to wide swings from one 
year to the next. < ;■

It wouldn’t m atter to most 
members of the public, sena­

tors claimed, that trimming 
'the  dividends arid using the 
money to pay for state gov­
ernment is the same as a head 
tax. The Senate" plan would 
reduce the dividends - of . all 
Alaskans by the same amount 

.-— next year’s check would 
•’■"•v • ./-.'I

See Back Page, BUDGET

BUDGET: S e h ^  plaii 'eTfeGlively WbUld ‘tax’ dividends''
________________ • # * ' \ t ^ •• v :jfv7 j 1 'S'V'i •• **:* y'•* v *V.

_  _ r l  o n  c  f  V> o n  o n  i n n n m o  f o v f V i o f -  ? n  o l  c r »  r n r l i  f  H a  e n n  . 1 1 — _  <___. . a  ^  r  1  n  * n  •Continued from Page A-1
drop from $796 to aoout $589, 
according to .A laska Perm a­
nent Fund Corporation pro­
jections — whether they are 
rich or poor, child or senior 
citizen,' employed or unem­
ployed.'

State Sen, Tim Kelly, R- 
Anchorage, said he trusts a 
recent Senate poll that shows 
Alaskans would rather get a 
sm aller dividend than pay an 
income tax. Most people, he 
asserted, won’t bother to cal­
culate whether paying a 3 
percent income tax, as Cow-
per-has proposed, would take  ................................ -
more or less money out o f  ' " t? . r contend -

dends than an income tax  that 
reaches d irectly  - in to ^ th e ir 
pockets,”- said Sen. Joe Jo- 

, sephson,.D-Anchorage. j .  
•'"* Senate leaders, using $7,000 

in public funds, ran ads Mon­
day in newspapers across the 
state th a t heralded the 40-30- 
30- p lan ’as an “alternative to 
new taxes."

The Senate proposes to put 
the 40-30-30 allocation on the 
1988 ballot as an amendment 
to the state constitution. But 
u n til  -th en  S enate  lead ers 
w ant to put the plan into 
effect for next year’s budget/ 

The p la n ’s m ost ardent- 
backers, such "as Sen. Rick

their pockets than cutting the 
dividend.

The public will tolerate a 
w hittling down of the annual 
dividend because it is "money 
they  haven’t earned th em ­
selves. T h a t’s th e  b o ttom  
line," Kelly said.

The plan, senators said, is 
politically more palatable for 
leg islato rs th an  reim posing 
an incom e ta x  because i t  
takes money away from Alas­
kans before they ever get it in 
their hands; And, they said, it 
guarantees Cowper a budget 
reserve fund next year of a l­
most $250 million. .,

" I t’s clear tha t the public 
will be more accepting of 
slower growth in their divi-

that it is-.the best alternative 
for protecting the permanent 
fund earnings and dividend 
program from future raids by 
politicians, even though it re­
duces the size of the annual 
dividend. " -j:

It shields at least 70 per­
cent of the earnings from ap­
propriation, he said. And .it 
makes the dividend program 
p art of the state constitution 
where politicians can’t touch 
it, he said. . ., ’!•

Because the Senate w on’t 
pass new taxes, according to 
senators, other plans would 
force even -bigger expendi­
tures of permanent fund earn­
ings for operating state gov­
ernm ent than  the . 40-30-30 
plan. Any other plan would,

in effect, also reduce the size 
of future .dividends because 

;-few er investm ent earnings 
would be channeled into the 
principal of -the permanent 

.’fund to boost • i t ’s earning 
power, they argue.

But officials a t the Alaska 
Permanent Fund Corporation 
are w orried abou t ano ther 
part of the Senate plan.

They,, fear, a shortage of 
money to -inflation-proof the 
fund. Next year, for example, 
the corporation would run $82 
million short of w hat it needs 
to protect it from a projected 
4 percent; inflation rate, ac­
cording . to  perm anent fund 
spokesman Jim  Kelly.
••-"The 40-30-30 plan for fiscal ' 
year 1988 would provide $318 
million for the dividend pro­
gram, $239 for inflation-proof-' 
ing and $239 million for the 
state’s budget reserve fund, 
Kelly r a id . '• •'.

' :  Legislators are assembling 
a state budget for next year 
of $1.9 billion to $2 billion. 
S tate revenue forecasters say 
Alaska w ill 'take in about $1.5 
billion in revenues.

The House Finance Com­
m ittee on Sunday approved a 
bill that would m ake all of 
the sta te’s perm anent fund 
earnings th a t  rem ain  a f te r  . 
paying dividends and infla­
tion-proofing av a ilab le  for 
balancing the state  budget. 
For next year, according to

jm illionfe-V- >-r... •]K elly , ab o u t $516 
would be available.

But because of the antici­
pated difference between next 
year’s other income and next 
year's budget, the House plan 
leaves reserves of only about 
$18 m illio n -  C ow per has 
warned legislators that h-> de­
mands a $250 m illion budget 
reserve' fund to  deal with 
emergencies.

Cowper has suggested that 
if legislators don 't leave that 
reserve fund, he could use his 
line-item veto power." on the 
state budget . to  . make sure 
enough reserves are available.! 
. ..Cowper has proposed using' 

' both perm anent fund e'amingsj 
and new taxes to 'balance the 

■ state budget. But new reve­
nue raising measures,; includ­
ing the postponement of an 
tax-cut next year, for) the oil 
industry, have been ^ejected 
all session by the Senate

The perm anent fund is a 
savings . account created by 
voter approval of a constitu­
tional amendment in 1976. It 
automatically receives about 
10 cents for every oil dollar 
the state gets. Its constitu­
tionally protected principal,; 
currently $7.6 billion, is in-; 
vested. The earnings from" 
those investm ents are avail­
able for ap p ro p ria tio n , al-' 
though p o litica lly  sensitive 
leg islators have left them  
alone until this year. . J
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r , e s te rd a y . th is  sp a c e  w as d ev o ted  to  c r it-  

ic iz ing  th e , A la sk a  S e n a te ’s  p u rp o se  in  
ru n n in g  a n  a d v e r t is e m e n t a t  th e  ta x ­
p a y e r s ’: e x p e n se r iT o d a y  th is  sp a c e  is . 

d ev o ted  to  p ro m o tin g  th e  idea., th e  S e n a te  p ro ­
poses, if  no t i ts  ad v e r tis in g . .--  

T h e  so -ca lled  40-30-30 p la n  is  n o t p e rfe c t, b u t i t  is 
p ro m is in g . I t  do es  in c lu d e  a  new  tax , a s  so m e  
h av e  p o in ted  o u t (a n d  a s  th e  s e n a to rs  h a v e  tr ie d  to 
p re te n d  is  u n tru e ) , a n d  its  p ro v is io n  fo r  P e r m a ­
n e n t F u n d  in fla tio n  p roo fing  m a y  b e  in a d e q u a te , , 
y e t i t ’s  a s  good  of- a n  id e a  a s  a n y  p re s e n te d  th is  
y e a r . I t  o ffe rs  th e  co m b in a tio n  of a  p a la ta b le  ta x  
b ite , th e  n a m in g  of a  b u d g e t r e s e rv e  -  if  in  n a m e  
only -  an d  th e  fo re s ta llin g  of a  s ta te  in co m e tax .

' ' I f  th e  S e n a te  le a d e rsh ip  
s a y s  th e  p la n  m e a n s  no new  
ta x e s , w h y  do es i t  s a y  o th e r­
w ise  h e re ?  B e c a u se  th e  “ 40”  
in  40-30-30 m e a n s  th a t  P e r ­
m a n e n t  F u n d  d i v i d e n d s  
w ould b e  d ra w n  in th e  f u tu r e ( 
f ro m  40% of th e  fu n d ’s a n n u a l 
e a rn in g s , r a th e r  th a n  50% a s  
a t  p re se n t. In  o th e r  w ords, 

the  s ize  of a n  in d iv id u a l A la sk a n ’s  a n n u a l d iv i­
d end  ch eck  w ould  d e c re a s e  u n d e r  th e  p la n . T h a t is 
a  fo rm  of ta x a tio n , b e c a u s e  i t  w ith h o ld s  m o n ey  
th a t  A la sk an s  o th e rw ise  w ould  re c e iv e . ' ‘

T h a t is, h o w ev er, a  v e ry  su ffe ra b le  fo rm  of ta x ­
a tio n . A t 10% o r so , i t  is  lik e ly  to  b e  p re f e r r e d  by , 
m o s t" p eo p le  to ',h a v in g  to  p a y  th e  g o v e rn m e n t; 
m o n ey  f ro m  e a rn e d  in co m e.

T h e  o th e r  c a tc h  in . th e  S e n a te  p la n  re g a rd in g  
d iv id en d s is  th a t  th e  p ro p o sa l, w ou ld  sw itc h  the  
d iv id en d  pool f ro m  b e in g  b a se d  on  f iv e -y e a r  e a r n ­
ing  a v e ra g e s  to  b e in g  b a s e d  only  on th e  a n n u a l 
ta k e . T h is  cou ld  m e a n  a  b o n an za  in  d iv id en d s  one 
y e a r  a n d  a  d ro u g h t th e  n e x t. If  th e  s to ck  m a r k e t  is 
h e a d e d  fo r a  4000 D ow  Jo n e s  A v e rag e , a s  so m e  
a n a ly s ts  p re d ic t , th e n  th e  d iv id en d  ch e c k s  w ould 
p ro b a b ly  re m a in  h a n d so m e ; if th e  s to c k  m a rk e t  
d ip p ed , th e  ch e c k s  lik e ly  w ould  d ip . I t  shou ld  be 
n o ted  th a t  th e  P e rm a n e n t  F u n d  tru s te e s  a n d  s ta f f  
h a v e  a  r e m a rk a b ly  s tro n g  re c o rd  a t  m a n a g in g  th e  
fu n d ’s p r in c ip a l fo r  a  m a x im u m  re tu rn .

A n o th e r c o n c e rn  is  w h a t is c a lle d  in fla tio n  p ro - ’ 
o fing . T h e  40-30-30 p la n  w o u ld  n e a r ly  doub le  th e  
a m o u n t of e a rn in g s , be in g  a d d e d  a n n u a lly  to  th e  
fu n d  p rin c ip a l f ro m  w h a t h a s  b een  re q u ire d  in  r e ­
c e n t y e a r s  of low  in fla tio n . B u t e v e n ,a t 30% of a n - ’ 
n u a l e a rn in g s , th e  g ro w th  of th e  fu n d  cou ld  lag , if 
in fla tio n  re tu rn s  to  th e  h igh  lev e ls  of th e  ‘70s. \
, T h e  b e s t fe a tu re  of th e  S e n a te  p la n  m a y  be th a t  
it  o ffe rs  a  te s t  p e rio d . If  th e  S en a te  a n d  H ouse 
a g re e  to i t  th is  y e a r  a s  s ta tu to r y -law , a n d  a lso  
a g re e  to p u t  i t  to a  v o te  of th e  peop le  in  1988, th en  
th e  sy s te m  w ould  h a v e  u n d e rg o n e  a  te s t  p e rio d  
th ro u g h  the  n e x t f isc a l y e a r  to u se  a s  a  b a s is  fo r, 
d ec id in g  in  1988 w h e th e r  to  m a k e  it a  p e rm a n e n t:  
d e a l fo r th e  P e rm a n e n t  F u n d . w , T , .

G iven  th a t  p o ss ib ility , g iv en  th e  s t a t e ’s  im ­
m e d ia te  b u d g e t d ifficu ltie s , a n d  g iv e n ,th e  fa c t 
th a t  the  P e rm a n e n t  F u n d ’s  e a rn in g s  a r e  leg a lly  
a v a ila b le  fo r  a p p ro p r ia tio n  a n y w ay , i t  is  d ifficu lt 
to  s e e  w hy so m e  so  a d a m a n tly  oppose  th e  S e n a te ’s 
p ro p o sa l. I t  s e e m s  to  be  w|>rth a  try . . r , l -  •.
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l a s k a ’s  le g is la to rs  a r e  m a k in g  a  lo t of I 
fu ss  o v e r  a  b ill th a t  is  b ig  on d o lla rs  b u t I 
s m a ll  on c h a n g e , a c t in g  fo r  a ll th e  w o rld  i 
a s  th o u g h  th e y , w e r e  r u m m a g in g )  

th ro u g h  th e  d ra w e r s  in  so m e o n e  e ls e ’s b e d ro o m  
a n d  w e re  a f r a id  th e y  m ig h t  g e t  c a u g h t.

T h e  ro o m  b e lo n g s  to  th e  c itiz e n s  of A la sk a  a n d  j 
th e  d r a w e rs  c o n ta in  th e  P e r m a n e n t  F u n d  d iv i- i  
d e n d  a n d  in fla tio n -p ro o fin g  p ro g ra m s . T h e  id e a  '• 
b e fo re  th e  L e g is la tu re  is  to  s p li t  u p  th e  s u b s ta n tia l  i 
a n n u a l  e a rn in g s  of th e  $8 b illion -p lus P e r m a n e n t  f 
F u n d  so  th a t  40% a  y e a r  g o es  to  th e  d iv id en d  p r o - ' 
g r a m , 30% to k e e p in g  th e  fu n d ’s  p r in c ip a l in  s te p  • 
w ith  in f la tio n ’s e ffe c ts  a n d  30% fo r  th e  s ta le  ( a l s o ;. 
k n o w n  a s  “ th e  L e g is la tu r e ” ) to  sp e n d .

L e g is la to r s  a r e  n e rv o u s , 
a b o u t th e  p ro p o sa l, b e c a u s e ' 
th e y  d o n ’t  w a n t  to  g e t  c a u g h t i 
in  th e  a p p e a ra n c e  of h a v in g ! 
m a n ip u la t e d  th e  p e o p le ’s 
fu n d s  to  th e ir  ow n a d v a n ta g e . 
Y e t a  c lo se  look a t  th e  pro-1 
p o sa l sh ow s th a t  i t  d o e sn ’t  d o ; 
m u c h . F i r s t ,  th e  a m o u n t a l - '

■ re a d y  s e t  in  la w  fo r th e  d iv i - . 
d e n d s  is  50%. S econd , th e  la w  a lr e a d y  p ro v id e s  fo r 
in fla tio n  p ro o fin g , w h ich  h a s  b e e n  ru n n in g  a b o u t j 
15%. T h ird , th e  L e g is la tu re  a l r e a d y  h a s  th e  r ig h t, ;■ 
if  n o t th e  c o u ra g e , to  u se  th e  r e m a in d e r  of t h e ! 
fu n d ’s  a n n u a l e a rn in g s . -- ' V. ■_ '

• In  o th e r  w o rd s , th ls 'n e w  id e a  is  on ly  a n  a d ju s t-v  
m e n t:  T a k e  10% .off th e  d iv id e n d s  p ro g ra m  (n e x t 
y e a r ’s  d iv id en d  c h e c k s  w ou ld  s t i l l  be  la r g e r  th a n  
th is  y e a r ’s ) ,  in c re a s e  “ in fla tio n  p ro o fin g ”  to  30% , 
( th e  s ig n s  in d ic a te  a  n ew  c y c le  of in fla tio n  is  ju s t  
a ro u n d  th e  c o rn e r )  a n d  le t  th e  L e g is la tu re  sp e n d  '• 
th e  r e s t  on  th e  b u d g e t. •'

T h e  le g is la tiv e  d e b a te  s e e m s  like  m u c h  a d o ; 
a b o u t  no th in g . T h e  S e n a te  p ro p o se svp 't t i n g  th e ; 
id e a  b e fo re  th e  v o te rs  in  1988 a s  a  c o n s titu tio n a l, 
a m e n d m e n t, w h ile  th e  H o u se  p re fe r s  th e  p o ssib il-f  
i ty  of w ritin g  i t  on ly  in to  s ta te  s ta tu te s  w h e re  th e ' 
L e g is la tu re  w ould  b e  f r e e  to  a m e n d  i t  w e re  th a t ' 
found  to  b e  n e c e s s a r y .

B u t th e  s e n a to r s  a n d  re p re s e n ta t iv e s  do  n o t, 
h a v e  to  d e c id e  th is  y e a r  w h e th e r  to  p u t i t  on t h e 1 
1988 b a llo t, so  th ey  c a n  p o s tp o n e  th a t  d isc u ss io n , 
a n d  no t w o rry  a b o u t i t  to d a y . ;. ’

I f  th e  40-30-30 s p li t  is  a - good id e a , the;. 
L e g is la tu re  o u g h t to  ju s t  a d o p t i t  a n d  m o v e  on. I t ’s  ’ 
n o t e a s y  to  s e e  w h a t th e  fu ss  is ab o u t;

F o o tn o te : A n id e a  o ffe re d  by  Sen . J im  D u n can  
of J u n e a u  is a  p o in tle s s  d is tra c tio n . H e p ro p o ses  
th a t  th e  v o te rs  a m e n d  th e  p la n  in to  th e  c o n s titu ­
tion , b u t w ith  a  p ro v iso  th a t  if  in  a n y  y e a r  s ta te  . 
re v e n u e s  fa ll to  le s s  th a n  80% o f th e  p re v io u s  
y e a r ’s  s ta te  sp e n d in g , th e n  th e  a m e n d m e n t w ould  
be  re p e a le d . "

O ne m ig h t be  te m p te d  to  a sk  if h e ’s s e r io u s . H e 
w an ts  th e  p eo p le  to. v o te  in  a n  a m e n d m e n t th a t  
w o u ld  g iv e  th e  le g is la to rs  p o w e r they, a l r e a d y  
h a v e  w ith o u t a lso  p re v e n tin g  th e m  f ro m 'e x e rc is ­
in g  a n y  p o w er, b e c a u s e  a n y  t im e  re v e n u e s  d ro p ­
p ed  a s  th ey  h a v e  th is  y e a r ,  a ll  b e ts  w ould  b e  off 
a n y w a y . • >• ’
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Client No..A plan with holes
The Senates plan for carving up Alaska Permanent 

Fund earnings! Js&^roj an Horse. V.;-; i -v r-
It’s beThg'lold as.a way- 'to< take most of the fund's 

earnings off the table, slap on a spending Un^li, and!tuck 
away money for a budget reserve fund. In reality, the 
plan opens the floodgates for spending permanent fund 
earnings, reduces the size of dividends, and, weakens 
inflation-proofing. And worst of all, the measure passed 
by the Senate this week would lock this whole mess into 
the Alaska Constitution for seven years, i ' ^

The Senate’s blueprintMs known as 'the ; “40^30-30” 
plan.''Forty percent of ftind earnings would go to 
dividends, 30 percent would be reinvested to help offset 
inflation, and 30 percent would go to a budget reserve 
fund.- - ! v

Many lawmakers hailed the measure because it takes 
70 percent of the fund’s earnings off the spending table.
It does that all right, but it also does a whole lot more. .

The 40-30-30 plan leaves the fund itself vulnerable to 
inflation. There’s no guarantee 30 percent of earnings 
will be enough to offset the value lost to inflation._

The plan sets a  new’ constitutional spending'limit 
that’s a limit in name only. Each year, spending may go 
up by 5 percent plus adjustments for inflation and 
population growth. Several big-ticket items, such as 
reimbursement for school bond debts, • don’t count 
against theJLimit. -v

And thejplahj’s budget reserve fund doesn’t promise 
to reserve miidr for. very long. The problem is not that 
there won’t be enough money. Since it will get 30 
percent of the fund’s earnings each year and half of any 
windfalls that exceed the spending limit, the reserve 
will have plenty of cashr^Ehe'problem'is that lawmakers 
can tap It too easily. Any time income falls short of the 
liberal spending limit, lawmakers can dig into the 
reserve for extra spending money. , .

Because the measure is a constitutional amendment, 
it does let people vote on how permanent fund earnings 
will be used. But the way it’s written now, voters will 
be asked to make &n all-or-nothing choice! Even if 
people like the 40-30-30 split, they’re also stuck with the 
generous spending limit and bogus budget reserve,

Alaskans don’t need a constitutional amendment to 
keep permanent fund earnings from being spent on 
boondoggles. They just need to elect legislators who will 
make inflation-proofing a priority, who will support the 
permanent fund dividend, and who will tap any leftover ^
earnings only as a last resort. f
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TONEAU — The s ta te  Sen- 
ite;/Tuesday passed the  only 
n a jo r revenue b ill its  leaders ’ 
support: a c o n s t i tu tio n a l
unendm ent th a t allow s the 
egislature to  spend a t  least 
50 percent of perm anent fund 
earnings and w hittles down 
the size of its dividends.

The b ill, which w ould pu t 
the  p roposed  c o n s titu tio n a l 
am endm ent before vo ters in 
November 1988,' w on’t  get a 
warm  welcome in  th e  s ta te  
House.

Members of the House m a­
jo rity  argue th a t it  is unw ise

to restric t th e  budget options 
of Ala$k'^; po litic ians by  lock­
ing fiscal policy, including the 
annual [’d istribu tion  of d iv i­
dend checks, in to  the  s ta te  
constitution. r.<

Gov. S teve C ow per also op­
poses the  Senate b ill fo r the  
sam e reasons. H e failed  in  a 
last-m inute effort to  convince 
senators to  k ill  it .

So fa r  th is  session th e  Sen­
a te ’s pro-oil Republican lead ­
ersh ip  has denounced tw o  m a­
jo r revenue ra isers supported 
b y  Cowper — reim position of 
the  s ta te  income tax  and sus­
pension of a tax  b reak  fo r the
oil industry . >.

A ll session, senators have 
$ked  only to the investment 
inilngs of th e .p e rm a n e n t  

‘ A la sk a ’s  j $7;8'; b illio n  
Swings account,' to  j bail the 
'a te  ou t. ‘ I  f ,
$The b i l l  ap p ro v ed  15-4 
qesday — sponsored b y  Sen- 

■tfe P residen t Jan  F aik s and 
I  o th er senators !:— repre- 

fisjnts th e  S enate’s . long-term  
^ p resc rip tio n  fo r  im p ro v in g  
^A laska’s fiscal h ea lth  w ith  
S V rm an e n t f u n d ,  ea rn in g s . 

)u t, senators said , they  also 
fan t to  pu t i ts  provisions 
}to effect for nex t year w hile 
ley w a it fo r th e  1988 vote 
ja t would m ake i t  p a r t of

the  conslltutionij
The S enate’s p lan  w oi 
• Reduce th e  am oi 

p e rm a n e n t . fu n d  earj; 
a v a ilab le  fo r  th e  dij* 
program  and change, y  
m ula for determining'-! 
of the dividend. If.*v1 
which w ould se t 40 V 
the  earnings aside ea 
fo r dividends, w en t- 
feet next year, e a e iu / 
dividend check wqu 
duced from  $806 to j  
cording to pro jection  
th e  check w ould ^  
stead of $871.

of’

SENATE: Gov. Cowper tries to kill bill
- ^ _________________________

C o n t i n u e d  f r o m  P a g e  B-1

I •  G uarantee th a t 30 percent 
o f th e  a n n u a l in v e s tm e n t 
earnings a re  set aside in  a 
s ta te  budget reserve fund, a 
pot of m oney the legislature 
could dip into each year to 
balance th e  s ta te  budget. In  
1988 it  w ould provide for a 
budget reserve fund of about 
$225 m illion.

• G uarantee th a t 30 percent 
of each y e a r ’s in v es tm en t 
earnings are p u t in to  the  p rin ­
cipal of the  fund  to  shield i t ’s 
buying pow er from  erosion by 
inflation. C urrent law  pro­
v ides fo r  in fla tio n -p ro o fin g  
the fund. But i t  does not 
include a guarantee th a t a set 
am ount of earnings w ould be 
pu t aside each y ea r for th a t 
purpose.

• E s tab lish  a new  s ta te  
spending lim it. I t w ould lim it 
budget increases to  no m ore 
than  5 percent of the  previous 
y ea r’s appropriation  w ith  ad­
d itional increases allow ed for 
in flation  and a rise in  popula­
tion.

Should voters approve the  
am endm en t, i ts  p ro v is io n s  
w ould "sunse t"  on Ju ly  1, 
1995. A nother vote w ould be 
required  to  keep them  in  the  
constitution.

Some defenders of the per­
m anent fund, such as M ajori­
ty  L eader Rick H alford, argue

v' Such a m ove w ould b e  un­
popular, K elly said, p rin tin g  
to  a  recent poll commissioned 
by the Senate th a t suggests 
mo.it A laskans w ould p refer a 
reduction in  th e ir dividend to 
reim position of the income

th a t th e  b ill Is good because it 
guarantees th a t 70 percent of 
the  perm anent fund earnings 
each year w ill be protected 
from  legislative spending.

'A lso , according to H alford 
and o ther advocates, i t  guar­
antees an  income stream  fo r a , tax.
budget reserve fund and i t  ^ C o w p e r ,  m e a n w h i le ,  
p ro tec ts  th e  d iv id en d  pro- ■< launched a last-m inute effort 
gram  from  legislative raids, i t o  k ill the Senate b ill. He 

Republican senators such k*( encouraged several Democrats 
as Rick U ehling of Anchorage w in  the  Senate to  t ry  to  stop it. 
sa id  th e  b i l l ’s com ponen ts 1 ‘’B u t he  go t on ly  a floorl 
represent' a strong compro- ^am en d m en t th a t  says a two- 
m ise fo r the com peting inter- ^ th ird s  .vote of the legislature

j&could suspend the  constitu  
! ||io n a l provisions if  th e  state 
p.faced p. financial crisis.

According to the  amend- 
^m en t, the legislature by a 
'ytwo- th irds vote could sus- 

supported the Senate propos- p pend the constitu tional provi- 
al in his new spaper column. j^slons if  the s ta te ’s to ta l reve- 

B ut others, such as Sen. i.'nues, including the am ount 
T im  K e lly , R -A nchorage, R set aside in  the budget re-

ests th a t  often b a ttle  over 
perm anent fund legislation. 
D uring floor debate he po in t­
ed out th a t form er Gov. Jay  
Hammond, a staunch defend­
e r of th e  perm anent fund,

agree w ith  Cow per th a t it 's  
unw ise in  vo latile  financial 
tim es to  cut off legislative 
budget options.

If  the dividend program  is

[rserve fund, w ere less th an  80 
percent of the money appro- 

(p ria ted  for th a t fiscal year, 
fri., C ow per w a sn ’t sa tis fied  
fw lth  the am endm ent. H is of-

locked into the s ta te  constitu- ^ t i c e  released a w ritten  state- 
tio n , le g is la to rs  could  be f fp ten t Tuesday afternoon that 
forced to  look fo r ano ther > -{wdd he w ould be w illing  to 
way to  raise revenue — such j‘ -draft a proposal for a new 
as the income tax.

" P re tty  soon, w e could get 
into a  s ituation  w here w e’re 
locked in to  taxes because the 
d iv id en d s a re  cem ented  in  
concrete," be said. .

p.; s ta te  spending lim it.
B o th  C o w p er a n d  th e  

-^House also w an t to  use  pcr- 
[. jnanent fund earnings to  help 
j-ba lance  th is  y ea r 's  and next 
K y e a r’s budget,, &
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Senate debates dividing
Constitutional amendment vifould split earnings among
iR u  Q I IC  T D ^ C C  f a  nm An / tmun t  ni/Milit AeiAI .  ^ v n (M  . I n  1 0 0 r f f l f i iml nd tVip In n  I n  t h o  P o m iD n n n t  Fn rvjB y  SUE CROSS
| The Associated Press ....

JU N EAU  -  A  p lan  to  di- 
Iv ld e  A la sk a  Perm anen t Fund 
[e a rn in g s  b y  c o n s t it u t io n a l 
J amendment sp a rked  a three- 
hour deba te In  th e  Senate on 

I M onday, o n ly  to  be h e ld  fo r 
fu rth e r a rgum en t. .
** The so-ca lled  , , 40-30-30"

the am endm en t w o u ld  drtdi- . e x p ire 'In  191)5, re tu rn in g  the 
ca te  40 percen t o f p e rm an en t' ^ co n s t itu t io n  to  i t s  c u r re n t 
fu n d  e am ln g s  to  d iv id e n d s , 301, jfo rm .
percen t to  a b u dg e t rese rve  i-  I t  w o u ld  free more perma- 
accoun t, and ro l l ano the r 30 ?nent fu n d  earn ing s fo r  spend- 
percen t ba ck  In to  th e  perma-' L  Ing  In  c a s e . o f ano ther o il 
n en t fu n d 's  in terest-earn ing" ) dow n tu rn , w h ile  decreasing 
p r in c ip a l. , . • ,, r- ,v ' ^  d iv id e n d s  ,a n d  the In fla tion-

I t  a ls o  w o u ld  l im i t  In- ~-i p roo fing am ount th a t ’s ro lle d  d isagreem en t abou t w he the r 
g. to pack In to  the fund . the Idea shou ld  be  p u t In  the

ing to  th e  Perm anent
Corp. .',

Tb» 40-30-30 sp il t  seem s to 
p rompt more In te re s t in  the 
C a p ito l th a n  a n y  o th e r  
long-range proposa l fo r  d e a l­
ing  w ith  reduced o i l revenues. 

The h itch  In  I t s  passage Is

creases in  s ta te  spending..

p lace*!
Issue.'   ...... * i

■ • In  an u n u su a l course o f 
| action M onday, th e  Senate 
j spent hours tr y in g  to  s t r ik e  a 
] ba lance, then p u t th e  Is su e  on 
ho ld ove rn igh t In  a b id  to 

"i find  a com prom ise. •?.;
Senate b a c k e r s 'w a n t1 the

, _______________ ’ co-Spon
sored the r tso lu t lo n : (SJR40).. 
I t  w a s  d ra f te d  'b y . l-Senate 
P re s iden t Jan F a lk * ;’ R-An- 
chorage, and Sen." R ick ' Hal-.
fo rd , R-Chuglak.-•o.t an’

A ny  lo ss  o f those , 14 vo te s  
cou ld  s c u tt le  th« ( re so lu tio n , 
w h ich  - requ ire s :»(. tw o- th irds

D iv id en d s , expected to  ber The so-ca lled  "40-30-30" n0 m o re th an  5 percen t o f the,V D iv id e
p lan w o u ld  p u t n proposed p r e v lo u s  y e a r ’s approprla- . 5723 th is  y ea r, w o u ld  be $895
con stitu tio n a l am endm en t on -■ '* ---------
the 1988 genera l e lec tio n  b a l­
lo t.

I f  p assed b y  p u b lic  vo te .

t lo n s . i r  per person In 1990 unde r cur-
The s p li t  w o u ld  ta k e  e f f e c t , r e n t  la w .  The p ro p o se d  

In  J u ly  1989, and la s t s ix ;; am endment w o u ld  reduce dlv- 
yea rs . The am endm en t w ou ld  ‘ ld end s to  $663 In  1990, accord-

con st itu tio n . ,. , >
Most o f the Senate fa vo rs  

th a t approach.
B u t th e  House D em ocra tic 

m a jo r ity  — and G ov. S teve  
Cowper — . sa y  the constitu-

1 sp lit se In  the con st itu tio n  so 
t i f  cannot be  changed no mat- vo te  10) .
te r w ha t happens to  s ta te  
revenues.

1 " I f  we can’t gua ran tee  th a t, 
. I ’m not In te re s ted ,”  sa id  Sen. 

D ick E lla so n , R-S ltka. '

A  m in o rity  o f the Sena te  
m embers sa y  th ey ’l l  b a c k  the 
con st itu tio n a l approach, b u t 

-■ I.
______________See Page B-3. FUND

FUND: Senate
   — .
| Continued from Page B-1 .
ion ly w ith  a s a fe ty  v a lv e  b u i lt  
'into I t .  t

They w an t to a d d  a c lau se  
la y in g  the governor, w ith  the 
app rova l o f the le g is la tu re .

considers dividing permanenHund earnings -A
co u ld  ge t th e  40*30-30 amend-- j ip e n d ln f  le v e l. 1 P a lm er, came up w ith  ano th e r
)T 1  r p n h f i l n r l  V r a l n  r v r  1 0 Q ^  J [  |  A * T /  4 U a 4  * L  a i  , 1 J  * * * »  !  J  *  „  a *  A L «  m / .I f  th a t shou ld  happen, w e  

' need some w a y  ou t. We need a
m en t repea led  be fo re  1995 
revenues fe l l  d ram a tic a lly .

The c la u se  proposed Mon- i s a fe ty  v a lv e ,"  sa id  Sen. J im  
d a y  w o u ld  a llo w  repea l I f  D uncan, D-Juneau. 
revenues f e l l  to  le s s  th an  80 ? , . . . .  „
percen t o f the p re v io u s  yea r’s . , °  f escape op tion ,fu tu re  law m ake rs  m igh t be 

fo rced to ra ise  taxes , cu t ed u ­
ca tion  and ba s ic  se rv ice , o r 
ta k e  o th e r p a in fu l steps to 
ba lance the budge t w h ile  d l v l- ' 
dends con tinued to  f lo w , D un ­
can sa id .

Duncan and Sens. Joe Jo- 
seph son , D-Anchorage, a n d  
F r e d  Z h a ro f f ,  D -K od la k , 
sponsored the sa fe ty  v a lv e  
c lau se , s e tt in g  o f f the debate .

Idea to Increase th e  num ber Of; 
vo te s needed fo r a repea l. ;i!

A t th a t p o in t, F a lk s  took; 
the re so lu tio n  o f f th e  f lo o r so; 
sponsors cou ld  w o rk  on com-! 
p rom ise op tions. • "

Duncan la te r  sa id  he was; 
no t concerned w ith  passing a; 
m easure th a t w o u ld  d raw  fa-) 
v o r  In  the House, b u t laWr. 
p ia k e rs  a t th a t end o f the; 
C ap ito l w ere  w a tch in g  dose-* 
ly. . t'nj'T

House Speaker Ben Grus- 
se n do rf , D -S ltka , s a id  the; 
House m a jo r ity  caucus w ou ld , 
w ith h o ld  I t s  Judgment on the" 
p roposa l u n t i l  I t  saw  w h a t1

5
I  One s e n a to r , A n ch o ra g e  
'R e p u b lic a n  R ic k  U e h lln g ,
s a id  . !  i  m igh t suppo rt the ------------------
c lau se  I f  th e  tr ig g e r  w as re- l ik e  the Idea , b u t don 't w an t, 
duced, perhaps to  80 percent, - I t  In  the con s t itu tio n , Grus-1 

j r ,  A nd Sen.' J a y  K e r t tu la , D- sendo rf sa id .

ve rs io n  passed the Senate. - ; 
In  genera l, caucus m embers'
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By Jam es D. W asserman tiVvposaT to -re s tru c tu re  th e  
nm«juBe*uEure*u ;-f v( / ^  p e rm a n e n t, fund . earn ings by

JU N E A U  D ebate on the '1' channeling less m oney into divi- 
s ta te ’̂ im m e d ia te  b u d g e t prob: dends an d  m o re  into a  budget re- 7 /
le m s '7*-’an<I;a  long-term solution se rv e  fund fo r s ta te  governm ent., • ''a m o u n t plowed back v in to  the w hen th re e -se n a to rs '- ! , tw o "ofM M X S M ' v  • * * * '  u  pr°posa<  fr  ?  lnl!a,lon‘ s f f l S S S a 1
a te  could ag ree  on them  Monday. 

' T he  House’s 24-member Dem-
T he Senate’ opted not. to vo te  ; w here the  leg isla tu re  can e ith e r . k e e p 'th e  s ta te ’s 

on its  so-called “40-30-30” long- > spend it for s ta te  operations or case  of a  drainat
m  A  n K n  f l u n  r M  i f  i f ’ K n r t t /  I n  f l l t l H  T  T n H I  t l H U /  * — — 'o cra tic  m ajo rity  m et in closed ' ;, te rm  b u d g e t ' plan  a f te r  debating'-V put it back  in the  fund. Until now; p rices. ;7 .7 /f:.£  T

 “ * -3------   'o  the  plan for it has a lw ays pu t the m oney back  Sen. J irri'D un
•»* 1 into the fund. . "  '•

options open in 
drainatic  new fall in oil

caucus to -grapple , w ith choices', .an am endm en t to 
th a t range betw een spending - m ore  than two hours. ,</■: ... j 
earn ings from  the Alaska P e r- ,j T he S en a te 's  budget plan, p r o - ■'! 
m anen t Fund to m aking d eep e r ' posed by Senate P residen t. Jan  ( 
cu ts  in the sta te  operating F aiks, R-Anchorage, would fu n - .. 
budget. :&.t\ ... • nel 40 percen t of annual p e r m a - !

The Senate, m eanwhile, .was . .n e n t  fund earn ings into d iv i-;; 
se t to resum e deba te  on its p ro - dends, 30 p e rcen t to a  budget r e - , ;

Duncan, D -Juneau,'

If  approved  by a  
vote in th e  House and  Senate, the 
S enate  plan  will go to A laska vot­
e rs  a t  the N ovem ber 1988 elec­
tion. .=

T he proposal a lso  se ts  a

. < suggested  if revenue fell by m ore; 
tw o-thirds ■; than  20 percent In one  y ea r, the:

governor should-be able, w ith  a! 
th ree -fo u rth s ;vote of the legis-( 
la tu re , to funnel m ore than  30 
pe rcen t of the  fund’s  earn ings to 

___________ See Budget, page A-10

Budget: No decision
Continued from  page A-l b “f  *  D aveD on ley , D -to c h o r.
s ta te  governm ent. Signing onto age, said  la te r  th a t sev era l Dem- 
the change ' w ere  D em ocratic  o c ra ts  don’t  support using hun- 
Sens. J o e  Josephson of A nchor- d reds of m illions of do llars in 
ag e  an d  F re d  Zharoff of Kodiak. pe rm an en t fund earn ings to  bal-

*Mf th e r e i s  a  rea l c ris is  h e re , a n ce  the budget, 
w ith $7 oil . . .- I would very  ' H ouse m em b ers  a re  talking 
m uch w ant to  have la titude ,” Jo- abou t a  $2 billion to $2.1 billion 
sephson argued . “ I ’d  h a te  to  budget, -while revenue is* pro- 
h av e  been put In a  box .by the le- je c te d  betw een  $1.5 billion and 
g isla tu re  th a t w as h ere  in 1987.”  $1.7 billion. . 1 „ .

M eanwhile; the  H ouse, which < H e said  m uch.of the  disusslon 
opened its  m orning caucus Mon- revolved a round  budget philoso- 
day  to  ta lk  abou t funding levels p h y — w hether the  build a  budget 
fo r debt re im bursem en t, munici- . m o re  geared  to  availab le reve- 
pal assistance  and  revenue shar- nue o r  one w hich finds the  reve- 
ing, closed it la te r  to ta lk  about nue to  m eet the  desires. ____



denote

April 30, 1987

M E M O R A N D U M

R e p r e s e n t a t i v e  Fran Ulmer, C h a ir man 
H o u s e  State A f f a i r s  C o m m i t t e e

r\ \ #
S e n a t o r  J a n  Fails'" \  \ .{y l  
P r e s i d e n t  of the S e n a t e ^ /

Se n a t e  J o i n t  R e s o l u t i o n \j4 0

P r o p o s i n g  amendments'/to the C o n s t i t u t i o n  of the 
S t a t e  of A l aska a m e nding p r o v i s i o n s  r e l a t i n g  to 
th e  A l a s k a  P e r m anent Fund; e s t a b l i s h i n g  t e m p o­
rar y  p r o v i s i o n s  r e l ating to d e d i c a t e d  funds, 
the A l a s k a  P e r m anent Fund, the a p p r o p r i a t i o n  
limit, and the Bu dget R e s e r v e  Fund; and s u s­
pe n d i n g  the o p e r a t i o n  of p r o v i s i o n s  r e l a t i n g  to 
d e d i c a t e d  funds, the A l a s k a  P e r m anent Fund, and 
t h e  a p p r o p r i a t i o n  limit

CS S e n a t e  J o i n t  R e s o l u t i o n  40 (Finance) am has b e e n  referred 
to y o u r  c o m m i t t e e  for consideration. I am t a k i n g  the 
l i b e r t y  of p r o v i d i n g  the c o m m it tee w i t h  t he f o l l owing 
i n f o r m a t i o n  a b o u t  the resolution.

The r e s o l u t i o n  p l a c e s  three m a i n  issues b e f o r e  the v oters in 
the 1988 g e neral election;

1. D i s t r i b u t i o n  of the e a r nings of the P e r m anen t 
F u n d ;

2. A  n e w  a p p r o p r i a t i o n  limit; and

3. C r e a t i o n  of the Budget  R e s e r v e  Fund in the 
Constitution.

Should  the  v o t e r s  a p prove the c o n s t i t u t i o n a l  amendment, its 
p r o v i s i o n s  w o u l d  s u n s e t  on J u l y  1, 1995. As a result, the 
r e s o l u t i o n  is w r i t t e n  so that these new sections, where

TO:

FROM:

SUBJECT:

OUT o r  SESSION
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applicable, r e p lac e c u rrent sections of the Consti t u t i o n  by 
s u s p e n d i n g  t h e m  from J u l y  1, 1989 to J u n e  30, 1995.

The f o l l o w i n g  is a sect ional analysis of SJR 40.

Section 1 .

A m e n d s  the A l a s k a  P e r m a n e n t  Fund secti on of the Constitu tion 
b y  adding:

"The fund is establ i s h e d  as a trust on b ehalf of 
all th e r e s i dents of the State and its principal
shall b e  invested in ac cordance w i t h  the prudent
i n v e s t o r  rule"

This is the c u rrent p h i l o s o p h y  of the Fund's investments as 
e s t a b l i s h e d  in statute. By amending the Constitution, it 
e n s u r e s  that the Fund's investment p o l i c i e s  will always be 
g u i d e d  b y  t h i s  m o r e  c o n s e r v a t i v e  approach.

Section 2 .

A m e n d s  th e C o n s t i t u t i o n  by a ddi ng the following n e w  s e c­
tions:

S e c t i o n  2 9 . D E D I C A T E D  F U N D S .

(b) A l l o w s  d e d i c a t i o n  of funds to the P ermanent Fund,
d e d i c a t i o n  of its earnings, and d e d i c a t i o n  to the Budget 
R e s e r v e  Fund.

S e c t i o n  3 0. A L A S K A  P E R M ANENT F U N D .

(b) T h i s  s e c t i o n  is the same as the c u rre nt constitutional  
p r o v i s i o n  r e g a r d i n g  25% of royalties g o i n g  into the P e r m a­
nen t  F u n d  e x c e p t  t h a t  it deletes the f o l l owing sentence:
"All income from t h e  p e r m a n e n t  fund shall be d e p o s i t e d  in 
the g e n e r a l  fund u n l e s s  oth erwise p r o v i d e d  b y  l a w " . It also 
adds the n e w  l a n gu age r e g a rding p r u d e n t  investor rule as 
s p e c i f i e d  in S e c t i o n  1.

(c) P r o v i d e s  that at the end of each fiscal year, an 
am o u n t  equal to the capital gains that exceed capital losses 
from t h e  sale of P e r m a n e n t  Fund i nve stments shall be added 
b a c k  i nto the principal.

A l s o  p r o v i d e s  that the income from the Perma n e n t  Fund shall 
be  d i s t r i b u t e d  as follows:

(1) 40% to be use d for dividends;



(2) 30% to be added b a c k  into the p r i n c i p a l  for 
i n f l a t i o n - p r o o f i n g ;

(3) 30% to the B u dget R e s e r v e  Fund.

s e cti on 3 1 . A P P R O P R I A T I O N  L I M I T .

(b) E s t a b l i s h e s  a n e w  app rop r i a t i o n  limit w h i c h  says that 
a p p r o p r i a t i o n s  shall not exceed the a p p r o p r i a t i o n s  m a d e  the 
p r e c e d i n g  fiscal y e a r  b y  m o r e  t h a n  5% plus t h e  change in 
p o p u l a t i o n  and inflation. E x c l u d e d  from c a l c u l a t i n g  the 
limit are a p p r o p r i a t i o n s  to the P e r m a n e n t  Fund or for 
dividends, a p p r o p r i a t i o n s  to the B udg et R e s e r v e  Fund, 
a p p r o p r i a t i o n s  of revenue bon d proceeds, approp r i a t i o n s  for 
debt obligations.

The limit can be e x c eede d if an a p p r o p r i a t i o n  bill is p lace d 
b e f o r e  and a p p r o v e d  b y  the voters. If such a bil-l is for 
capital projects, it shall be c o n f i n e d  to s i m ilar projects 
and v o t e r s  shall be informed of the cost of opera tions and 
m a i n t e n a n c e  of the projects.

(c) For revenues w h i c h  e xceed the a p p r o p r i a t i o n  limit, 50% 
shall be d e p o s i t e d  in the Budget R e s e r v e  Fund and 50% into 
the P e r m a n e n t  Fund.

S e cti on 3 2 . BUDGET R E S E R V E  F U N D .

(b) P r o vides for d e posit of P e r m an ent Fund earnings into 
the B udge t R e s e r v e  Fund. In addition, 50% of the m o n e y  
r e c eived b y  the state w h i c h  exceeds the a m ount w h i c h  can be 
spent u n d e r  the A p p r o p r i a t i o n  Limit shall be d e p o s i t e d  in 
the Budget R e s e r v e  Fund. A d d i t i o n a l  a p p r o p r i a t i o n s  m a y  also 
be m a d e  to the Budget R e s e r v e  Fund.

(c) T h e  Fund shall be i nvested and its e a r ni ngs retained.

(d) If t he state does not rece ive sufficient revenues to 
m e e t  the A p p r o p r i a t i o n  Limit, funds m a y  be a p p r o p r i a t e d  from 
the B udget  R e s e r v e  Fund to the General Fund.

(e) A d d i t i o n a l  funds can be a p p r o p r i a t e d  to m e e t  a state 
d i s a s t e r  d e c l a r e d  b y  the Governor. Such an a p p r o p r i a t i o n  is 
not s u b ject to the A p p r o p r i a t i o n  Limit.

S e ction 3 3 . SUSPENSION.

P rovides that if b y  J a n u a r y  1st, the G o v e r n o r  finds that 
a n t i c i p a t e d  revenues for the c u r re nt fiscal y e a r  plus the 
b a l a n c e  in the b u dget reserve fund are less t h a n  80% of the 
m oney a p p r o p r i a t e d  for the curren t fiscal year, the Govern or 
shall n o t i f y  the L e gislatu re that the state is in a fiscal



crisis. U p o n  adoption of a r esolu tion b y  2/3 of the members  
of e a c h  house, the operatio n of S e ction  29 (Dedicated 
F u n d s ) , S e c t i o n  30 (Alaska Permanent Fund) and Section 32 
(Budget R e s e r v e  Fund) can be suspended.

S e c t i o n  3 4 . R E P E A L .

R e p e a l s  all but S e c tion 1 on J u l y  1, 1995.

Section  3 .

P r o v i d e s  that t hese amendments shall be p l a c e d  b e f o r e  the 
v o t e r s  at the next general election.

A t t a c h e d  is the following additional information:

A t t a c h m e n t  I : H o w  the a p p r o p r i a t i o n  limit w o u l d
w o r k  if it was in place for FY 89 s t a rtin g v/ith a 
$2 b i l l i o n  base.

A t t a c h m e n t  I I : The distri b u t i o n  of Permane nt Fund
e a r n i n g s  u n d e r  current law.

A t t a c h m e n t  I I I : The d istri b u t i o n  of Per manent
Fund earnings  u n d e r  SJR 40.

A t t a c h m e n t  I V : A  b a c k g r o u n d  m e m o r a n d u m  p r e p a r e d
f or the Senate Finance Com mittee d i s c u s s i n g  h o w  
t h e  A p p r o p r i a t i o n  Limit would work.

I w o u l d  appre c i a t e  the c ommittee's schedu l i n g  of the bill at 
y o u r  e a r l i e s t  convenience. S hou ld you or y our staff have 
a ny q u e s t i o n s  or ne ed additional information, p l e a s e . l e t  me 
know.

T h a n k  you.



Spending Lixii 

(5 Million)

Budget Reserve Fond

Nat

rron Surplus/ii:i Spending E.\eopt Total GF Suiplis/ BRF Income
Iasi t 51 3r:*th Inflation Limit 

I D  111 131 K )  (5)

Appro?

15)

Approp REVENUES 

(7) (8)

Deficit Income Froa PF 

(91
BRF Deficit 

(1G)

2,330 21C0 1.531 I. SGI 2,213 217 2151 1913 -513 22 236 253 -253
• j . u 1356 2.371 5.SCI 2.550 200 2753 2025 -721 22 218 270 -151
* • • * 
•  1 J  4 * 2573 2.751 5.901 2,911 172 3083 1957 -1,125 23 261 281 -811

C r v  • • •  * *

Ti 30 ar.i FI 31 r.uibers are fros prior year's spending iinit
.  C».CiiC Pi- i <i

Fro: Alaska Department of Labor 
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A ppropriations not subject to spending limit e.g. Debt Services, PF deposits, school debt 
Co!jon 5 r Coloon 6

Onrestricted 3; Fever.res, fro: Revenue Sources, Xarch 87 

Allocate 311 :: Paroenert ::r.i to Budget Reserve Fond 

Alienate foil a.count of Budget Reserve Fond to General Fund
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A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n

FINANCIAL PROJECTIONS 
(in millions)

as of March 20, 19S7

PRINCIPAL INCOME

Distributions neserves
Oedicated Inflation ------- •i1I1II•■I•• — .... ----- ------ ----

FY 8egin Appro- State Inflation FY End Proofing Net Per Capita Inflation General Add FY Er
FY Balance priations Revenues' Proofing Balance Shortfall Incooe Dividends Dividends" Proofing Fund (Delete) Balanc

78 54 54 2
•

1
79 54 84 139 8 7
80 139 344 483 32 12 12
81 483 900 385 1,769 150 23 23 59 59
82 1,769 800 401 2,969 368 71 $1,000.00 71 185 244
83 2,969 400 421 231 4,021 471 108 $386.15 231 110 110 354
84 4,021 300 356 151 4,833 530 175 $331.29 151 204 557
85 4,838 300 368 235 5,741 653 217 $404.00 235 205 753
86
/

5,741 323 216 6,281 1,021 303 $556.25 216 501 1,254

87 6,231 1,264 150 148 7,843 1,047 3S9 $723.21 148 510 510

88 7,843 165 320 3,329 795 423 $789.05 320 51 561
89 8,329 187 511 9,025 347 457 $848.03 511 ( 121) 440
90 9,026 206 554 9,787 902 483 $892.96 554 ( 135) 305
91 9,787 194 599 10,580 960 477 $878.35 559 ( 116) 190
92 10,580 211 647 11,438 1,025 476 $370.63 647 • ( 88) 92
93 11,438 225 682 12,345 18 1,097 507 $925.13 632 ( 92)
94 12,345 230 633 13,208 122 1,174 542 $984.27 633
95 13,203 230 677 14,114 130 1,256 579 $1,047.94 677
16 14:114 229 121 15,065 133 1,341 619 $1,116.03 722
97 15,065 231 769 16,066 149 1,431 651 $1,1S3.53 759
98 16,066 231 319 17,115 159 1,525 705 $1,264.45 S19
99 17,115 223 370 13,213 170 1,624 753 $1,343.65 370
0 18,213 223 S24 19.360 132 1,727 S03 $1,425.43 324
1 19,360 217 930 20,557 195 1,335 S55 $1,512.75 930
2 20,557 215 1,033 21,311 208 1,947 909 $1,602.37 1,033
3 21,311 210 1,100 23.120 222 2,065 966 $1,695.35 1,100
4 23,120 203 1,164 24,491 235 2,139 1,025 $1,792.33 1,164
5 24,491 205 1,231 25,927 251 2,313 1,037 $1,393.77 1,231

Cuaulative Totals: 3,964 5,742 15,220 25,927 2,130 30,343 13,631 $25,474.11 15.220 229 1,264

ASSUMPTIONS: 1 923 Inflation Pate FY 37 4.001 Inflation Sate FY 63 ' SOURCE: Alaska Department of Revenue
....  13 Rate of Return FY 37 9.001 Rate of Return FY 53 301 Case Forecast - Narc.n 1837

( ^ T A I i / w O ^

6.COt Inflation Rate FY 39-05 
9.03*. Rate of Return FY 39-05

" SOURCE: Population Projections Frca 
OCR Revenue Source sook - Page 41



 .  —  — ■- »■

^  A t t a c h m - e n t  J J L

A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n

FINANCIAL PROJECTIONS 
(in millions)

as of March 20, 1987

PRINCIPAL INCOME

Distributions .meserves
Dedicated Inflation

FY Begin Appro­ State Inflation Capital FY End Proofing Net Capital Per Capita Inflation General Add FY End
FY Balance priations Revenues1 Proofing Gains Balance Shortfall Incoce Gains Dividends Dividends" Proofing Fund (Delete) Balance

78 54 54 2
•

1
79 54 84 139 8 7
80 139 344 483 32 12 12
81 483 900 385 1,769 150 28 28 59 59
82 1,769 800 401 2,969 368 71 $1,COG.00 71 1S5 244
83 2,969 400 421 231 4,021 471 108 $336.15 231 no no 3:4
84 4,021 300 366 151 4,838 530 175 $331.29 151 204 557
85 4,838 300 368 235 5,741 653 217 $404.00 235 206 753
36 5,741 323 216 6,231 1,021 303 $555.25 216 501 1,254

87 6,281 1,264 150 214 335 8,244 1,047 335 235 $524.93 214 214

38 8,244 165 235 8,645 101 735 314 $580.99 235 235
89 8,645 137 247 9,078 283 824 329 $607.14 247 247
90 9,078 206 260 9,544 298 865 346 $635.35 260 260
91 9,544 194 273 10,011 312 909 363 $664.44 : 273 273
92 10,011 211 286 10,503 ’327 953 * 381 $694.61 286' 286
93 10,508 225 300 11,034 344 1,001 400 $726.21 300 300
94 11,034 230 315 11,579 361 1,051 420 $759.19 315 315
95 11,579 230 331 12.139 378 1,102 441 $792.91 331 ._ 331
96 I27139 229 '"346“ 12,715' 396 1,155 462 $327.43 346 346
97 12,715 231 363 13,308 414 1,209 484 $362.67 363 363
98 13,303 231 330 13,919 433 1.265 506 $893.79 380 380
99 13,919 228 397 14,543 452 1,323 529 $935.63 397 397
0 14,543 223 414 15,180 472 1,331 552 $972.30 414 414
1 15,130 217 432 15,829 492 1,441 576 $1,010.46 432 432
2 15,829 215 451 16,495 512 1,502 601 $1,043.78 451 451
3 15,495 210 469 17,174 533 1,564 626 $1,037.62 469 469
4 17,174 208 439 17,371 554 1,623 651 $1,125.91 489 4S9
5 17,371 205 503 18.584 576 1,694 673 $1,167.16 503 503

Cumulative Total 3,964 6,742 7,543 18.584 7.235 25,933 335 9,859 $18,601.79 7,543 6.939 1,255

ASSUMPTIONS: 1.92'. Inflation Rate FY S7
_of Return FY 87

'AFTER FY 86, CAPITAL GAINS 10 PRINCIPAL, 
REMAINING INCOME DISTRIBUTED -0/30/30

A.CO’. Inflation Rate FY 83 
9.C01 Rate of Return FY S3

6.00: Inflation Rate FY S9-05 
9.00‘, Rate of Return FY 89*05

Alaska Department of Revenue 
301 Case Forecast - March 19S7

" SOURCE: Population Projections Frci 
DOR Revenue Source Bock - Pace 44
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A l a s k a  S t a t e  L e g i s l a t u r e
'  SENATE 

O ffic e  o f th e  P re s id e n t

A p r i l  21, 1987

M E M O R A N D U M

P.O . Uox V 
State Capitol 

Juneau, Alaska 99811

TO: S e n a t o r  J o h n e  B i n k l e y ,  C o - C h a i r m a n
S e n a t e  F i n a n c e  C o m m i t t e e

FROM: S e n a t o r  J a n  FailcsM/^^^
P r e s i d e n t  o f  tfrer'senate

S U B J E C T :  P r o p o s e d  F i n a n c e  / c/ommittee S u b s t i t u t e  to
S J R  40

A t t a c h e d  is a p r o p o s e d  F i n a n c e  C o m m i t t e e  S u b s t i t u t e  for the 
c o m m i t t e e ' s  review. T h e  o n l y  c h a n g e  p r o p o s e d  is to t i g h t e n  
t h e  ti t l e .  O t h e r w i s e ,  all o t h e r  p r o v i s i o n s  a r e  t h e  s a m e  as 
t h a t  p r o p o s e d  in t h e  o r i g i n a l  l e g i s l a t i o n .

If t h e  A p p r o p r i a t i o n  L i m i t  w e r e  t o  b e  a p p r o v e d  b y  v o t e r s  in 
1 9 8 8 • a n d  t h e r e f o r e  t a k e  e f f e c t  f o r  FY  89, t h e  l i m i t  w o u l d  b e  
c a l c u l a t e d  as follows. F o r  d i s c u s s i o n  p u r p o s e s ,  I h a v e  u s e d  
a b a s e  of 2 0 0 0 . 0  (for t h e  o p e r a t i n g ,  c a p i t a l  a n d  l o a n s  b u d g­
ets) :

F o r  FY 89, t h e  b a s e  of 2 0 0 0 . 0  f o r  FY 88 is i n­
cr e a s e d  b y  5% w h i c h  e q u a l s  2 1 0 0 . 8 .  A d d e d  to t h e  

: 2 1 00.0 is a n y  i n c r e a s e  in p o p u l a t i o n  (based o n  1 
D e p a r t m e n t  of L a b o r  e s t i m a t e s  a n d  i n f l a t i o n  (based 
o n  t h e  A n c h o r a g e  C P I - U  f r o m  t h e  D e p a r t m e n t  of 
L a b o r ) . T h i s  equals:

p o p u l a t i o n

2 1 0 0 . 0  X  (1 ((.0193 + .0490)) or

2 1 0 0 . 0  X  (1 + .0683) o r
i n f l a t i o n

2 1 0 0 . 0  X  1.0683 = 2243.4

T h e r e f o r e  the A p p r o p r i a t i o n  L i m i t  for a p p r o p r i a t i o n s  s u b j e c t  
to t h e  L i m i t  in FY 39 is 2243.4.



T h e  A p p r o p r i a t i o n  L i m i t  c a n  b e  e x c e e d e d  f o r  a p p r o p r i a t i o n s  
for G. 0. b o n d  d e b t  s e rvice, P e r m a n e n t  F u n d  d e p o s i t s  a n d  
s c h o o l  d e b t  r e t i r e m e n t .  F o r  FY 89, t h i s  is e s t i m a t e d  t o  be
217.0.

T h e r e f o r e ,

2 2 4 3 . 4  A m o u n t  s u b j e c t  to  L i m i t

+ 2 1 7.0 A p p r o p r i a t i o n s  n o t  s u b j e c t  t o  L i m i t

2 4 6 0 . 4  T h e  a m o u n t  w h i c h  b e  a p p r o p r i a t e d  for FY 39

T h e  r e v e n u e s  e s t i m a t e d  for FY 89 are 1 9 1 3 . 0  w h i c h  g i v e s  us a
s h o r t f a l l  of - 547.4 (1913.0 l e s s  2460.4) w h e n  c o m p a r e d  to
t h e  a m o u n t  w h i c h  c a n  b e  a p p r o p r i a t e d  u n d e r  t h e  A p p r o p r i a t i o n  
Li m i t .  T h i s  m e a n s  w e  c a n  t h e n  go  in t o  t h e  B u d g e t  R e s e r v e
F u n d  t o  h e l p  w i t h  t h e  sho r t f a l l .

B y . F Y . 8 9 ,  258.'0 is e s t i m a t e d  to b e  in t h e  3 u d g e t  R e s e r v e  
Fund:' ‘T h i s  r e f l e c t s  'the d e p o s i t  o f  30% o f  the e a r n i n g s ,  or
2 3 6 . 0 , "from t h e  P e r m a n e n t  F u n d  i n t o  t h e  B u d g e t  R e s e r v e  Fund. 
A d d e d  t o  t h i s  is t h e  22.0 in i n t e r e s t  i n c o m e  ( e s t i m a t e d  9% 
r a t e  o f  return)" g e n e r a t e d  b y  t h e  B u d g e t  R e s e r v e  F u n d ' s  
b a l a n c e  d u r i n g  FY 88. U n d e r  t h i s  p r o p o s a l ,  all of t h e  2 5 8 . 0  
c o u l d  b e  "available to s u p p l a n t  t h e  s h o r t f a l l  f r o m  t h e  Limit. 
If t h e  full a m o u n t  w a s  t a k e n  fr o m  t h e  B u d g e t  R e s e r v e  Fund, 
w e  c o u l d  e x p e c t  a s h o r t f a l l  of  - 2 8 9 . 4  f r o m  t h e  m a x i m u m  
a m o u n t  o f  a p p r o p r i a t i o n s  p e r m i t t e d  u n d e r  t h e  s p e n d i n g  limit.

D i s t r i b u t i o n  o f  P e r m a n e n t  F u n d  E a r n i n g s

S J R  40 a l s o  p r o v i d e s  t h a t  t h e  P e r m a n e n t  F u n d  i n t e r e s t  
e a r n i n g s  b e  d i s t r i b u t e d  as follows:

40% for p a y m e n t  of d i v i d e n d s

30% b a c k  in t o  t h e  F u n d ' s  p r i n c i p l e

30% to the B u d g e t  R e s e r v e  Fu n d

F o r  t h e  p e r i o d  in w h i c h  S J R  40 w o u l d  be  in e f f ect, r h e  
f o l l o w i n g  d i s t r i b u t i o n  of e a r n i n g s  w o u l d  be:



D i v i d e n d  I n f l a t i o n  B R F
P r o o f i n g

FY 89
P e r  C a p i t a :

314.4
$ 5 9 7 . 9 0

2 3 5 . 8 235.8

FY 90
P e r  C a p i t a :

330.8
6 2 6 . 4 0

2 4 8 . 1 2 4 3 . 1

FY 91
P e r  C a p i t a :

3 47.7
6 5 5 . 7 0

6 55.7 2 6 0 . . 3

FY 92
P e r  C a p i t a :

365.2 
6 8 6 . 0 0

2 7 3.9 273.9

FY 93
P e r  C a p i t a :

383.8
7 1 8 . 0 0

2 37.9 2 87.9

FY 94
P e r  C a p i t a :

403.3
7 5 1 . 4 0

3 0 2 . 5 202 . 5

A l s o  a t t a c h e d  is a m o r e  c l e a r a n d  r e a d a b l e  c c o y o f  the
e s t i m a t e d  d i s t r i b u t i o n  of P e r m a n e n t  F u n d  e a r n i n g s  p r e p a r e d  
by L e g i s l a t i v e  F i n a n c e  D i v i s i o n .  O n e  c h a r t  r e f l e c t s  d i s t r  
b u t i o n  u n d e r  c u r r e n t  law a n d  t h e  s e c o n d  r e f l e c t s  d i s t r i b u­
t i o n  u n d e r  S J R  40. I t h i n k  y o u ' l l  fi n d  t h e s e  c o p i e s  m o r e  
e a s y  'to r e a d  t h a n  t h o s e  i n c l u d e d  in m y  o r i g i n a l  b a c k g r o u n d  
m e m o r a n d u m .

\



S J R  4 0 : t h e  l i g h t  a t  t h e  e n d  o f  t h e  f i s c a l  t u n n e l
‘ • * t*' • I • : *•*Ji'?r*T+rV'

The most popular Issue on 
the November 1986 state gen­
eral election ballot was the 
constitutional spending limit 
ratification. Alaska’s voters, 
by an almost 2-to-l majority, 
overwhelmingly approved 
maintaining a constitutional 
spending limit. Gov. Steve 
Cowper's dismissal of spend­
ing reform as a "minority 
issue" does not square with 
the facts.

Unfortunately, the consti­
tutional language must still 
be modified in order to make 
it a truly effective limit on 
state spending. A  recent bill 
introduced in the state Sen­
ate, S J R  40, proposes to not 
only correct the deficiencies 
in the spending limit lan­
guage, but even more impor- 

■ tantly to establish a compre- 
„ hensive fiscal policy 
"framework for the state.

The governor apparently 
believes that fiscal discipline 
should be imposed by punish­
ing the citizens of Alaska 
with an income tax. The spon­
sors of SJR 40, on the other 
hand, believe that the neces­
sary fiscal discipline should 
be imposed by strengthening 
the Constitution.

SJR 40 has three major

millett keiler
pillars that will provide the 
backbone for our elected offi­
cials in dealing with state 
fiscal policy! These three 
pillars involve (1) a policy on 
using Alaska Permanent 
Fund earnings; (2) a meaning­
ful and realistic spending lim- 

, it;.(3) the creation of a consti-1 
tutionally controlled Budget 
Reserve Fund.

When the citizens of Alaska 
approved the permanent fund 
in 1976, the price of oil was 
about $12 per barrel. It was 
never anticipated that the 
permanent fund would grow 
to the ext9nt that it has 
grown. Therefore, it is not 
surprising that the original 
constitutional language left 
the legislature with complete

discretion on how to spend 
the earnings. SJR 40 would 
correct that oversight by m a n­
dating that 40 percent of the 
earnings be used for divi­
dends, 30 percent be plowed 
back into the permanent fund 
and the final 30 percent di­
rected to the new Budget Re­
serve Fund.

The second pillar of SJR 40 
would create a limit that 
would effectively control the 
size of increases in state 
spending. The current spend­
ing limit will never become 
effective unless the price of 
oil climbs back to the $40 per 
barrel range and spending 
skyrockets to match revenues. 
The proposed changes would 
tie the spending limit to a 
more realistic baseline. Fur- 
thermore, voter approval 
would be required before the 
spending limit could be ex­
ceeded.

Finally, the third pillar of 
SJR 40 is the establishment of 
a Budget Reserve Fund in the 
Constitution that would act 
as the surge tank for 40 per­
cent of the permanent fund 
earnings and all windfalls 
that the state m ay receive in 
the future. The Budget Re­
serve Fund would retain reve­

nues that exceed the spending 
limit thus keeping them out 
of reach of the spending zeal­
ots that gather around our 
elected officials at budget 
time.

SJR 40 is the long sought 
light at the end of the fiscal 
policy tunnel. Since constitu­
tional resolutions must be ap­
proved by a two-thirds vote 
of each house of the legisla­
ture, the prospects for the 
public getting a chance to 
vote on SJR 40 are problemat­
ic at best. Currently, howev­
er, there are 14 Senate spon­
sors on SJR 40, which is more 
than the two-thirds necessary 
for approval by the Senate. In 
order to pass the House, 27 
"yes" votes will be necessary. 
iHopefully, the House leader- 
iship will recognize the need 
for correcting the fiscal policy 
defects in our state Constitu­
tion. Their actions could re­
sult in a ballot issue that will 
give the public a meaningful 
w a y  to express its desire re­
garding the taxation, divi­
dend and spending issues.

□ Millett Keller Is an Anchorage 
business and public affairs con­
sultant.
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S e n a t e  p r o p o s a l  l e s s  d a n g e r o u s  t h a n  o t h e r  p l a n s

I.AKE CLAItK — In the wake ol my 
expressed opposition to legislative invasion of 
Alaska Permanent Fund earnings absent pub­
lic approval, someone resurrected past com­
ments indicating that from the start I intend­
ed that most earnings be spent at will Close, 
but no cigar

I quote one such exhumed comment from 
the cover letter accompanying my May 4, 1977, 
submission of legislation creating a dividend 
program Let me emphasize that (dividends) 
in vo lve on ly a sm a ll portion o f  total o i l 
h iiom e. the rem ainder o t  which w ill be 
ava ilab le  fo r genera l government appropria­
tion That “ remainder." of course, included all 
Income from oil wealth not going into the 
funJ Since only about 10 percent is deposited, 
my reference lelated primarily to the 90 
pviient which is not.

Though in another comment I acknowl­
edged that earnings of the fund not required 
fur dividends could be spent at legislative 
disiretion, that's a for cry from saying they 
should be

A 1977 Jmieau Empire editorial throws 
uJdition.il light on my then prevailing alti­
tude tUyi re lum ing  about 1 / lC lh  o f (o i l 
income) to A laskans .. (Hammond) hopes 
those dividend checks w ill more than offset 
tax L ikes needed lo  keep the state in the 
bla, k

Now  tha t I ' v e  ra ised  a defense aga ins t 
il .a lg e s  tha t I in  on  reco rd  S u p p o rt in g  le g is la ­
t iv e  e x p e n d itu re  o t  fund  e a rn in gs  (above  those 
lu p . i r e d  fo r  d iv id e nds) , le t rnc p u l l  it  b ack

jay hammond bushrat'lings

down by admitting that I fully expected and 
had no objection to using such recurrent 
income to offset recurrent expenses under the 
circumstances confronting us at that lime.

Now, however, wc arc looking at entirely 
different circumstances.

There is no income tax; the price of oil has 
plummeted; prospective oil Jaxes have been 
further reduced by hundreds of millions 
through elimination of separate accounting 
and introduction of ELF — and Instead of 
about l/16th of our oil wealth earnings being 
distributed as I proposed, only about 1 /24th 
goes out in dividends. Today's circumstances 
therefore greatly increase pressure to spend 
fund earnings compared to 10 years ago.

So, where do we go from here? The Senate 
leadership is to be commended for drafting a 
road map that warrants serious consideration. 
Though it does not fuilow the course I'd 
prefer, it may well wind up at the same 
destination — or ot least a lot closer to It than

otherwise might be the case.
In avoiding dangerous potholes and skirt­

ing the sea of red ink, it is a far less 
hazardous detour than many seemed destined 
to take. Moreover, it charts a course that, 
most legislators can better read and be in­
clined to set fool on than the one I proposed 
that could deny them a chance of spending 
any fund eamings at all without public 
approval.

Their proposal is to permit the public to 
vote on a constitutional amendment allocating 
40 percent of fund earnings for dividends, 30 
percent for inflation proofing, urd 30 percent 
for a budget reserve account for conditional 
appropriation. Since about 60 percent of those 
eamings could be spent unconditionally now, 
this obviously would provide far giealer 
protection than now prevails. Moreover, those 
40 percent dividend checks would still wing 
your way unless you, the public, decide to 
shoot them down by your vote. Certainly I 
would prefer that "bird" reside ill the hands 
of the public than in the sparse brush ot 
statute in which it now perches. A simple act 
of the legislature could blow it to bits.

At present little more than 40 percent of 
fund eamings go not only to dividends, but 
also. I am told, for salaries of some 7i state 
employees und other operational costs. Should 
the Senate proposal be adapted, these costs 
should come from the 3<J percent assigned to 
funding state programs nut from the people's 
pocket.

Some maintain the Senate proposal permits
- - - - ■ -----•— ■■ My

the public to determine how fund eamings arc 
spent. Well, yes and no. Actually It permits 
but two choices from a list of several: 1. Vote 
for the proposal, and 70 percent of the fund’s 
eamings are removed from the legislative 
smorgasbord. 2. Vote against It and most of 
those funds remain on the table, well within 
grasp of salivating solons.

So what to do? While I'd prefer the public 
to have a third choice requiring legislators to 
seek the public's permission before they could 
spend even 1 percent of the fund's eamings. 
T7iat’s so elusive a target It's doubtful most 
legislators would bother raising their sights to 
that level.

However, to their great credit they’ve 
perched along side of their 40-30-30 proposal a 
new species of spending limit which certainly 
could go a long way to prevent the otherwise 
almost certain premature consumption of fund 
eamings. By doing so, some object that they 
intend to fly up a brace of mismated birds and 
would obligate us to bag both with one shot.

Were one a turkey and the other an eagle 
I'd counsel ugainst pulling the trigger. Howev­
er. I believe both provide far better fare than 
we'll find likely served us should this propos­
al not pass and wc then be denied the chance 
to select from even that short two-course 
menu. Therefore, 1 have to say: "Go for It!"

n Jay Hammond waa governor of Alaaka from 
19/6 to 1002.



STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

R E Q U E S T :

Revision Date:
Title: P r o p o s e  a m e n d m e n t s  to A K

C o n s t i t u t i o n  re s t a t e  m o n e y ___
Sponsor: ____________________________________

Requestor:___________________________________

Bill Version : S J R  4 0(jF'/sC?)

Publish Date : ___________________ _

Agency Affected: A H  _

B R U : ______________________________________

Components:

E X P E N D I T U R E S / R E V E N U E S :  (Thousands of Dollars)

O P E R A T I N G F Y  87 F Y  88 F Y  89 F Y  90 F Y  91 F Y  92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LA N D  &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

. ̂

T O T A L  O P E R A T I N G 0 n n 0 n

CAPITAL

R E V E N U E

F U N D I N G :  (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0 0 0 0 0 0

P O S I T I O N S :

FULLTIME
PART-TIME
TEMPORARY

A N A L Y S I S

Prepared by

Division: _______________________  ___
S e n a t e  F i n a n c e  C o m m i t t e e

Approved by Commissioner: ______________________

Agency:_________________________________________

Phone:, 

Date: -

4 6 5 - 4 9 8 5
4 / 1 6 / 8 7

Date:

Distribution (by preparer): 

Legislative Finance 

Legislative Sponsor 

Requestor
Office of Management and Budget 
Impacted Agency(ies)

Senate Secretary



R E Q U E S T :

1987 LEGISLATIVE SESSION 
FISCAL NOTE

Bill Version : SJR
Publish Date:

Revision Date:____________________________
Title: P r o p o s e  a m e n d m e n t s  to AK

C o n s t i t u t i o n  r e  state_.in.onev___
Sponsor:_________________________________
Requestor:________________________________

Agency Affected:, 

B R U : _ _ _ _ _ _

Components

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

, _

•

TOTAL OPERATING ____Q_____ 9 0 n 9 ----9,..,...

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0 0 0 0 0 0

POSITIONS:

FULLTIME
PART-TIME
TEMPORARY

ANALYSIS

0
Prepared byy
Division : ^--Satrator J o h n e  B i n k l e y Q C o - c h a i r m a n  

S e n a t e  F i n a n c e  C o m m i t t e e

Approved by Commissioner: __________________________________
Agency: ___________________________________________________

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)
Senate Secretary

Phone: 4 6 5 - 4 9 8 5
r w  4 / 1 6 / 8 7

Date:_____________



Official Business

3 ,

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

P.O. BOX V 

State Capitol 

Juneau, Alaska 99811

SJR 40 

FILE CONTENTS
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CONSTITUTION OF THE STATE OF ALASKA AMENDING PROVISIONS 
RELATING TO THE ALASKA PERMANENT FUND; ESTABLISHING 
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ALASKA PERMANENT FUND, THE APPROPRIATION LIMIT. AND THE 
BUDGET RESERVE FUND: AMD SUSPENDING THE OPERATION OF 
PROVISIONS RELATING TO DEDICATED FUNDS, THE ALASKA 
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PUBLIC OPINION MESSAGE
DEAR: REPRESENTATIVE ULMER
NAME: CLEMENS 4 PATRICIA RAWERT 

T ITLE :
ADDRESS: BOX 222 

C ITY : FAIRBANKS Z I P :  9 9 7 0 7
PHONE: 4 5 6 - 6 3 1 *

B ILL  NO: SJR 40
SUBJECT: BUDGET LIMIT/PERM. FUND/BUDGET RESERVE FD
MESSAGE: PLEASE KEEP PERMANENT FUS'D EARNINGS INTACT FOR 5  MORE YEARS TO ALLOW 

ITSELF PERPETUATION. ALLOW THOSE WHO WISH TO CREDIT DIVIDEND CHECKS TOWARD 
PAYMENT OF INCOME TAX I F  NECESSARY. THANK YOU.

POMIO: 0 7 0 9 4 5 3 9  
DATE: 0 5 / 0 5 / 8 7  
TIME: 0 9 : 4 5 : 3 9  

LIONAME: FAIRBANKS LIO
COPIES: REPRESENTATIVES REPRESENTATIVES

EOUCHER
DONLEY
MARTIN
ADAMS
BROWN
FRANK
LARSON
RIEGER
WALLIS
COTTEN
NAVARRE
TAYLOR

DAVIDSON
HOFFMAN
MENARD
BOYER
DAVIS
GOLL
POURCHOT
SWACKHAMMER
BARNES
GRUENDERG
SUND
BARNES



PUBLIC OPINION MESSAGE

DEAR: REPRESENTATIVE ULMER

(  NAME! SHIRLEY NEIDNER 
T ITLE :

ADDRESS: 5A79 C .H .S .R .
•- C ITY : FAIRBANKS Z I P :  99712
PHONE: A 83 -6366  

B ILL  NO: SJR AO
SUBJECT: BUDGET LIMIT/PERM. FUND/BUDGET RESERVE FD
MESSAGE:. I  OPPOSE SJR AO AND URGE DEFEAT OF THIS RESOLUTION. .  THE B ILL  I  

SUPPORT I S  THE ONE THAT USES 5 0 /  OF THE PERMANENT FUND EARNINGS FOR INFLATION 
3R00FING» AND 5 0 /  FOR PAYING DIVIDENDS.

EOM-FZ

POI1IO: 0 7 1 1 5 5 2 9  
DATE: 0A /29 /Q7 
TIME: 1 1 : 5 6 : 2 9  

LIONAME: FAIRBANKS LIO ’
COPIES: REPRESENTATIVES

BOUCHER
DAVIDSON
DONLEY
HOFFMAN
MARTIN
MENARD

4 V

.
DEAR: REPRESENTATIVE ULMER

NAME: MARIE MASSEY 
T ITLE :

ADDRESS: 1 0 1 5  SHIRLEY TURNAROUNO
CITY : NORTH POLE Z I P :  9 9 7 0 5

PHONE: A88-333A 
B IL L  NO: SJR AO "
SUBJECT: BUDGET LIMIT/PERM. FUND/BUDGET RESERVE FD
MESSAGE: I  OPPPOSE SJR AO, AND URGE DEFEAT OF THIS RESOLUTION. I  WANT YOU TO 
MAKE STATE Atm SCHOOL EMPLOYEES WAGES COMPATIBLE TO THE FRIVATE SECTOR. I  DO 

NOT WANT YOU TO TOUCH THE PERMANENT FUND TO PAY FOR YOUR HIGH WAGES.
EOM-FZ

POMID: 0 7 1 0 0 6 5 7  
DATE: OA /29 /87  
TIME: 1 0 : 0 6 : 5 7  

LIONAME: FAIRBANKS LIO
COPIES: REPRESENTATIVES

BOUCHER
DAVIDSON
DONLEY
H O FFM A N
MARTIN
MENARD

/V




