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S E N A T E  BILL 444:

A  B I L L  TO R E D U C E  

TH E  F L O W  O F  P E R M A N E N T  FUND D I V I DE N D S  

O U T  OF  A L A S K A

Summ a r y

A l a s k a ' s  p o p u l a t i o n  is f a l l i n g  and so is the n u m b e r  o f  p e rmanent fund div i de n d s  

paid —  but the n u m b e r  of p e o p l e  filing for and r e c e i v i n g  d i v i d e n d s  o u t si d e  Che 

state is g r ow i n g .  T h e  n u m b e r  o f  peo p l e  a p p l y i n g  for 1987 d i v i d e n d s  from out of 

A l a s k a  and r e c e i v i n g  the c h e c k s  out of A l a s k a  is e x p e c t e d  to i n crease by m o r e  

f  than 25 p e r c e n t  o v e r  the fi g u r e for 1986. T h e  total w i l l  be a bout 12,500

V. people, w h i c h  r e p r e s e n t s  m o r e  tha n two percent o f  all recipients for 1987. M o r e

than $8 m i l l i o n  w i l l  be sent to those filing for and r e c e i v i n g  d i v i d e n d s  o u t s i de  

of Alaska.

The p r o p o s e d  l e g i s l a t i o n  w o u l d  a d d  to the e l i g i b i l i t y  r e q u i r e m e n t s  for d i v i d e n d s  

the c o n d i t i o n  that a n  a p p l i c a n t  be p h y s i c a l l y  p r e s e n t  in the s tate on the date 

of a p p l i c a t i o n ,  w h i c h  ca n  a n y t i m e  be b e t w e e n  A p r i l  1 and J un e  30. In ad d i t i o n,  

the p r o p o s e d  l e g i s l a t i o n  w o u l d  cut o f f  a p e r s o n ' s  a b i l i t y  to receive d i v i d e n d s  

if he or sh e  w a s  not p h y s i c a l l y  pres en t  in A l a s k a  d u r i n g  mo s t  of the e l i g i b i l i t y  

period ( O c tober 1 - M a r c h  31) for more chan five c o n s e c u t i v e  years.

T h e P r o b l e m

A l a s k a  s t a t u t e s  set out two r e q u i r e m e n t s  b e f o r e  s o m e o n e  can receive a p e r m a n e n t  

fund div i d e n d . A  pe r s o n  is e l i g i b l e  to a p p l y  if that person (I) has b e e n  a 

state resident for at least the six c o n s e c u t i v e  m o n t h s  b e t w e e n  O c t o b e r  1 and 

M a r c h  31, and (2) is a s t a t e  re s ident on the date of a p p l i c a t i o n  (AS 4 3 . 2 3 . 0 0 5’'. 

The r e q u i r e m e n t  of the intent to make Al a s ka  a p e r m a n e n t  home is absolute.

The r e q u i r e m e n t  of p h y s i c al  p r e s e n c e  in Alaska, however, does not m e a n  that ,\ 
person has to s p e n d  eac h  d a y  of the O c t o b e r  I - M a r c h  31 e l i g i b i l i t y  period in 

the state. By r e g u l at i o n ,  a p e r s o n  is a l l ow e d  to s p e n d up to 60 c o n s e c u t i v e  

days —  an d  90 total d a y 3  —  o u t s i d e  the s tate d u r i n g  the w i n t e r  o l i g i b i l i t v  

period w i t h o u t  It a f f e c t i n g  e l i g i b i l i t y  (15 A A C  2 3 . 6 6 5( k ) ) .  If a pe r s o n  is gene 

more than two m o n t h s  st r a i g h t  o r  mor e  than three m o n t h s  total, however, that 

person is o n l y  e l i g i b l e  if he o r  she ha s  an " a l l o w a b l e  a b s e n c e . "



A b s e n c e s  w h i c h  ar e  a l l o w a b l e  by s t a t u t e  are: (1) v o c a t i o n a l ,  p ro f e s s i o n a l  and

ot h e r  e d u c a t i o n  w h i c h  is not r e a s o n a b l y  a v a i l a b l e  in Alask a ;  (2) p o s t s e c o n d a r y  

or s e c o n d a r y  e d u ca t i o n ;  (3) m i l i t a r y  service; (4) m e d i c a l  treatment; (5) service 

in C o n g r e s s;  and (6) s e r v i c e  in the Peace C o r p s  (AS 43 .2 3 . 0 9 5 ) .

The s t a t u t e  p r o v i d e s  that the D e p a r t m e n t  o f  Re v e n u e ,  w h i c h  a d m i n i s t e r s  the

program, m a y  a d d  o t h e r  a l l o w a b l e  a b sences. A b s e n c e s  made a l l o w a b l e  b y  

r e g u l a t i o n  are: (1) s e r v i ce  on the s t a f f  of a U.S. Sena t or  o r  U.S.

R e p r e s e n t a t i v e  f o r  Alaska; (2) p r i s o n e r s  and m i n o r s  c o m m i t t e d  to state custody; 

(3) s e r v i c e  as a state employee; (4) an y  a b s e n c e  w h o s e  " n a t u r e  and d u ra t i o n  . . 

. are t e m p o r a r y  and are c o n s i s t e n t  w i t h  an in te n t  to r e t u r n  to the state and 

r e m a i n  p e r m a n e n t l y  in the s t a t e "  (the " c a t c h - a l l "  e x c e p t i o n) ;  and (5) spouses, 

c hi l d r e n , a n d  o c h e r  d e p e n d e n t s  of r esidents w h o  are ab s en t  for allo w a b l e  reasons 

(15 A A C  2 3 . 6 6 5 ( a - j  and 1)).

A l l o w a b l e  a b s e n c e s  thus d r a w  a s harp line d i v i d i n g  chose people who c l a i m  an 

intent to m a k e  A l a s k a  t heir p e r m a n e n t  home. If such a person is gone f rom 

A l a s k a  for m o s t  o f  the w i n t e r  or gone for all of the s p r i n g  w i t h o u t an a l l o w a b l e  

absence, t hat p e r s o n  ca nn o t  l e g a l l y  receive that y e a r ' s  pe r m a n e n t  fund dividend.

If a p e r s o n  has a n  a l l o w a b l e  absences, on the o t h e r  hand, that person may be

gone for all of the w i n t e r  wind o w , gone for all of the s p r i n g  filing period, 2nd 
gone the w h o l e  r e s t  of the y e a r  —  yea r  a f t e r  y e a r  a f t e r year.

U n d e r  c u r r e n t  law, there is no flat rule a g a i n s t  s o m e o ne  co m i n e  to A la s k a  for a 

day, l e a v i n g  the state on an a l l ow a b l e  absence, and c o l l e c t i n g  p e r m a n e n t  fund 

d i v i d e n d s  as l ong as he lives w h i l e  n e v e r  s e t t i n g  foot in the state again. There 

are s ome r e g u l a t i o n s  r e q u i r i n g  the D e p a r t m e n t  of Reve n ue  to s c r u t i n i z e  w i c h  

p a r t i c u l a r  c a r e  a b s e n c e s  c l a i m e d  for state e m p l o y m e n t,  m e d i c a l  purposes, c e r t a i n  

e d u c a t i o n a l  purp o s e s ,  or the c a t c h- a l l  exce p t i on .  T h er e  is also a r e g u l a t i o n  

p l a c i n g  the b u r d e n  on the a p p l i c a n t  to p r o v e  intent to return and remain 

p e r m a n e n t l y  in A l a s k a  if a b s e n c e s  c l a i m e d  for s e c o n d a r y  or p o s t s e c o n d a r y  

educ a t i on ,  m i l i t a r y  s e r v i c e  in C o n g r e s s  or C o n g r e s s i o n a l  staff, state 

e m p l o y me n t ,  o r  the c a t c h - a l l  e x c e p t i o n  ex c e ed  five years.

D e s p i t e  these r eg u l a t i o n s ,  300 people w h o  have not been in A l a s k a  for m o r e  than 

five y e a r s  w e r e  pa i d  1986 /idends. T h e  g r o w i n g  use of a l l o w a b l e  a b s e n c e s  has 

caused a s u b s t a n t i a l  i n c r e a s e in the n u m b e r  of p e o p l e  a p p l y i n g  for and r e c e i v i n g  

p e r m a n e n t  fund d i v i d e n d s  o u t s i d e  of Alaska. T h e  total is est im a t e d  to be about 

12,500 for 1987. Thi s  is m o r e  than a 25% j ump o v e r  the 1986 at a time w h e n  the

state's e s t i m a t e d  p o p u l a t i o n  and total nu m b e r  of d i v i d e n d  re c i p i e n t s  ar e  both

dropping. M o r e  t h a n  two p e r c e n t  of 1987 d i v i d e n d s  will go to this group, which 

r e p r e s e n t s  m o r e  than 58 million. About 95% o f  this g r o u p clai m e d an a l l o w a b l e  

a bsen c e  in 1987.

The P r o p o s e d  Remedy: SB 444

The p r o p o s e d  l e g i s l a t i o n  adds a r e q u i r e m e n t  of p h y s i c a l  p r e s e n c e  in the state an

the date of a p p l i c a t i o n .  Formerly, a person c o u l d  be gone all year, a f t e r year, 

and still c l a i m  a d i v i d e n d  if that pe r s on  c l a i m e d  an a l l o w a b l e  absence a n d  an 

intent to return an d remain p e r m a nently. T h i s  r e q u i r e m e n t  will p r o v i d e  and 

a d d i t i o n a l  test of a p e r s o n' s  intent to re tu r n  to and remain p e r m a n e n t l y  in the 

state. It will a l s o  m a k e  s u r e  that the pe r s o n  has not c o m p l e t e l y  lost touch 

wit h Alaska. Finally, this r e qu i rement w i l l  m a k e  it more  likely d i v i d e n d s  will 

be spent in Alas k a .



Re q uiring the a p p l i c a n t  to c e r t i f y  that he or she is p h y s i c a l l y  p r e s e n t  on the 

date of a p p l i c a t i o n  and p r o v i d e  two o t h e r  p e r s o n s  w h o  w i l l  c e r t i f y  the sam e  is 

an a d m i n i s t r a t i v e l y  f e a sible w a y  of a c c o m p l i s h i n g  these goals. T h i s  r e q u i r e m e n t  

wil l not be an exc e s si v e  b u r d e n  on the a p p l i c a n t ,  as he o r  she can c h o o s e  any 

day to file a m o n g  the 90 d ays o f  the A p r i l  1 - J u n e  30 fi li n g  period. The only 

e xcep t i on s  for this r e q u i r e m e n t  of p h y s i c a l  p r e s e n c e  are m e d i c a l  tr e a t me n t  not 

available in A l a s k a  and s e r v i c e  in C ongress. S p o u s e s  an d  d e p e n d e n t s  o f  the 

first two g r o u p s  wil l  also be e l igible.

The pr o p o s e d  l e g i s l a t i o n  a l s o  m a ke s  a flat rule c u t t i n g  of f  a l l o w a b l e  a b s ences 

after five c o n s e c u t i v e  y e a r s  (with the same n a r r o w  e x c e p t i o n s  as p r o p o s e d  for 

the r e q u i r e m e n t  of p h y s ic a l  p r es e n c e  on the date of a p p l i c a t i o n ) .  The e f fe c t  of 

this, w h e n  c o m b i n e d  w i t h  the r e q u i r e m e n t  of p h y s i c a l  p r e s e n c e  w h e n  app l y i n g ,  is 

to a l l o w  a p e r s o n  to be gone for m o s t  of the w i n t e r  five y e a rs  in a r o w  while 

being pres e nt  for one day in the s p r i n g  e a c h  year, but a f t e r  that time require 

an a p p l i c a n t  to r et u r n  to A l a s k a  to spend m o s t  of the winter.

Finally*, the p r o p o s e d  l e g i s l a t i o n  e s t a b l i s h e s  c i v il  p e n a l t i e s  for w i l l f u l  

m i s r e p r e s e n t a t i o n ,  g ross n e g l i g e n c e ,  or r e c k l e s s  d i s r e g a r d  of m a t e r i a l  facts 

conc e r n i n g  e l i g i bility. C u r r e n t  l a w  a l l o w s  two m e t h o d s  of d e a l i n g  w i t h  

indivi d u a l s who have w r o n g l y  c l a i m e d  p e r ma n e n t  fund dividends. One m e t h o d  is 

av ailable a g a i n s t  all i n d i v i d u a l s  who have r e c e i v e d  d i v i d e n d s  to w h i c h  they w ere 

not entitled, w h a t e v e r  their s t a t e  of mind. T h i s  m e t h o d  is the a s s e s s m e n t , an 

ad m i n i s t r a t i v e  p r o c e d u r e  in w h i c h  the D e p a r t m e n t  of R e v en u e  at t e m p t s  to collect 

the d i v i d e n d  w h i c h  the i n d i v i d u a l  received. (AS 4 3 . 2 3 . 0 3 5 b ) )  The o t h e r  me t h o d 

is c r i m i n a l  pros e c u t i o n , w h i c h  is a i m ed  o n l y  at t hose w h o  have i n t e n t i o n a l l y  

engaged in fraud. (The c rime is " u ns w o r n  f a l s i f i c a t i o n "  undei. A S  11.56.210.) 

Intei.t to d e f r a u d  can be d i f f i c u l t  to prove, e s p e c i a l l y  to the h i g h  s t a n d a r d  of 

be y o n d  a r e a s o n a b l e  doubt r e q u i r e d  by the c r i m i n a l  law.

The p r o p o s e d  l e g i s l a t i o n  w o u l d  a u t h o r i z e  the D e p a r t m e n t  of R e v e n u e  to s e e k  civil 

penalties w h i c h  could exceed the v a l u e  of the di v i d e n d ( s )  w r o n g l y  o b t a i n e d  for 

those who h a v e  e n g a g e d in u n d e s i r a b l e  b e h a v i o r  s h o r t  of i n t e n t i o n a l  fraud. The 

bill w ould e s t a b l i s h  c ivil fines of up to $ 5 , 0 0 0  for those w h o  are found to have 

engaged in w i l l f u l  m i s r e p r e s e n t a t i o n ,  gross n e g l i g e n c e  or r ec k l e s s  d i s r e g a r d  of 

m a t e r i a l  facts i n v o l v i n g  their e l i g i b i l i t y  for d i v i d en d s .  The s t a n d a r d  of p roof 

required w o u l d  be lesser than that required on c r i m i n a l  p r o s ec u t i o n s .

My office w a s  a s s i s t e d  in the p r e p a r a t i o n  of this e x p l a n a t i o n  of S 13 444 by C l i f f  

Groh, Spec i a l  A s s i s t a n t  to the C o m m i s s i o n e r  of R e v e n u e  - 465-2323.
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L E G I S L A T I O N  T I G H T E N I N G  U P  PE R M A N E N T  

FUN D D I V I D E N D  E L I G I B I L I T Y  

R E Q U I R E M E N T S

Q. (That are the r e q u i r e m e n t s  for s o m e o n e  to r e c e i v e  a Per m a n e n t  Fund D i v i d e n d  

u n d e r  the l a w  today?

A. First, the p e r s o n  a p p l y i n g  has to be a r e s i d e n t  of A l a s k a  for at least the 

six c o n s e c u t i v e  mo nt h s  b e t w e e n  O c t o b e r  1 - M a r c h  31. Second, a p e r s o n  m u s t  

be a s tate r e s i d e nt  o n  the date of a p p l i c a t io n ,  s o m e t i m e  b e t w e e n  A p r i l  I and 

C  June 30 o f  e a c h  year. (AS 4 3 . 2 3 . 0 0 5  and 15 A A C  23.625) Thu s  to get a

dividend, s o m e o n e  m u s t  be a state resident for most of the fall and w i n t e r  

and still c l a i m  to be a r e s i d e n t  for one d a y  in the spring.

Q. Wha t  d oes it take tc be a state resident?

A. First, tha t  the p e r s o n  e i t h e r  m u s t  be p h y s i c a l l y  pres e n t in A l a s k a  for 90

days or m o r e  b e t w e e n  O c t o b e r  1 and M a r c h  31 or be absent for an a l l o w a b l e  

reason (called an " a l l o w a b l e  a b s e n c e " ) .

Second, the p e r s o n  m u s t  hav e  an intent to re m a i n  p e r m a n e n t l y  if that p e r s o n  

is p h y s i c a l l y  p r e s e n t  in the state, and m us t  h ave an intent to r e t u r n  and 

r emain p e r m a n e n t l y  if the per s o n  is absent. (AS 4 3 . 23 . 0 9 5  and 15 .-VAC 

2 3 . 6 6 5 (k ) ) (The law a l s o  r e q u i r e s  someone to have an a l l o w a b l e  abse n c e  if he 

or she is a b s e n t  more than 60 total days in the state b e t w e e n O c t o b e r  1 and 

M a r c h  31.)

Q. W h i c h  a b s e n c e s  are a l l o w a b l e ?

A. A b s e n c e s  w h i c h  are a l l o w a b l e  by statute are: (1) v oc a t i o n a l , p r o f e s s i o n a l ,

and o t h e r  s p e c i f i c  e d u c a t i o n  whicli is not r e a s o n a b l y  a v a i l a b l e  in A l a s k a ;

(2) p o s t s e c o n d a r y  or s e c o n d a r y  education; (3) m i l i t a r y  service; (43 m e d i c a l  

treatment; (5) servi c e  in Congress; and (6) serv i c e In the Peace C o r p s  (AS 

4 3 . 2 3 .095).

The s t a tu t e  al s o  p r o vides that the D e p a r t m e n t  of Revenue, w h i c h  a d m i n i s t e r s  

the p r o gram, m a y  add o t h e r  a l l o w a b l e  a b s ences. A b s e n c e s  made a l l o w a b l e  hy 

regulation are: (1) service on the staff of a U.S. S e n a t o r  or U.S*.

-1-



R e p r e s e n t a t i v e  for Alaska; (2) p r i s o n e r s  and m i n o r s  c o m m i t t e d  to state 

custody; (3) s e r v i c e  as a s tate e m p l o y ee ;  (4) a n y  a b s e n c e  w h o s e  " n a t u r e  and 

d u r a t i o n  . . . are t e m p o r a r y  and are c o n s i s t e n t  w i t h  an intent to r e t u r n  to 

the s tate and remain p e r m a n e n t l y  in the st a t e "  (the " c a t c h - a l l "  exc e p t i o n ) ; 

a n d  (5) spouses, c h il d r e n  and o t h e r  d e p e n d e n t s  of r e s i d en t s  w h o  are absent 

for a l l o w a b l e  reasons (15 A A C  2 3. 6 6 5 ( a - j  and 1)).

If the law r ec o g n i z e s  a l l o w a b l e  a b sences, doe s  this m e a n  chat someone 

a p p l y i n g  for the d i v i d e n d  does n o t  h ave to be p h y s i c a l l y  pres e n t in the 

s tate e v e n  for one d a y  of the year?

T h a t ' s  right. A l l o w a b l e  a b s e n c e s  d r a w  a s h a r p  line d i v i d i n g  chose people 

w h o  c l a i m  an intent to m ake A l a s k a  their p e r m a n e n t  home. If s u c h  a pe r s o n

is gone from A l a s k a  for m o s t  of the w i n t e r  or gone for all of the sprinc

w i t h o u t  cn a l l o w a b l e  absence, that p e r s o n  ca n n o t  l e g a l l y  rece i v e  that year's 

p e r m a n e n t  fund dividend. If a p e r s o n  has an a l l o w a b l e  absence, on the o lrer 

hand, that p e r s o n  m a y  be gone for all of the w i n t e r  r e s i d e n c y  period, gone 

for all of the spring filing period, and gon e  the w h o l e  rest of the y e a r  - 

y e a r  a f t e r  y e a r  a f t e r year.

A r e  there a n y  b a r r i e r s u n d e r c u r r e n t  la w  to s t o p  c o m p l e t e l y  some o n e  from 

c o n i ng  to A l a s k a  for a day, l e a v i n g  on an a l l o w a b l e  a b s ence, and r e c e i v i n g  

P e r m a n e n t  Fund D i v i d e n d s  for as long as the p e r s o n  k eeps the a l l o w a b l e  

a b s e n c e  w i t h o u t  e v e r  s e t t i n g  foot in the s tate again?

No, there is no flat rule p r e v e n t i n g  chat fro m  happ e n i n g .

T h e r e  are some r e g u l a ti o n s  r e q u i r i n g  the D e p a r t m e n t  of R e v e n u e  to s c r u t i n i z e  

w i t h  p a r t i c u l a r  care a b s e n c e s  c l a i m e d  for s tate em p l o y m e nt ,  m e d i c a l  

purposes, c e r t a i n  e d u c a t i o n a l  purposes, or the c a t c h - a l l  e x c ep t i o n .  T here 

is Iso a r e g u l a t i o n  p l a c i n g  the b u r d e n  on the a p p l i c a n t  to p r ov e  intent to 

return and re m a i n p e r m a n e n t l y  in A l a s k a  if a b s e n c e s  are c l ai m e d  for m ore 

chan five y e a r s  for s e c o n d a r y  or p o s t s e c o n d a r y  e d u c a t i o n ,  m i l i t a r y  service, 

serv i c e  in C o n g r e s s  or C o n g r e s s i o n a l  staff, s t a te  em pl o y m e n t ,  or the u n d e r  

ca t c h - a l l exception.

Do these r e g u l a t i o n s  prev en t  p e op l e  from r e c e i v i n g  d i v i d e n d s  wh o  h ave not 

b e e n  in A l as k a  for five y ears or more?

No. T h r e e  h u n d r e d  people r e c e i v e d  d i v i d e n d s  in 1986 w h o  stated that they 

had not been p h y s i c a l l y  present in A l a s k a  for five y e a r s  or more.

W hat is the effect of the l a w  p e r m i t t i n g  a l l o w a b l e  a b s e n c e s  on the n u m b e r  of 

p e o p le  r e c e i v i n g  d i v i d e n d s  out of A l a s k a ?

T h e  g r o w i n g u s e  of a l l o w a b l e  a b s e n c e s  h a s  c a u s e d  a s u b s t a n t i a l  increase :n 

the n u m b e r  of people a p p l y i n g  for and r e c e i v i n g  per m a n e nt  fund d i v i d e n d s  

o u t s i d e  of Alaska. The total is estimate,I to be about 12,500 for !98~. 

Thi s is more than a 2 57. Jump o v e r  1986 at a time w h e n  Che stat e ' s  e s t i m a t e d  

p o p u l a t i o n  and total n u m b e r  of d i v i d e n d  r e c i p i e n t s  are both d r opping. More 

than two p e r c en t  of 1987 d i v i d e n d s  will go to this group, w h i c h  r e p r e s e n t s  

m o r e  than 58 million. A b o u t  951? of this g r o u p  c l a i m e d  an a l l o w a b l e  a b s e n c e  

in 1987.

H o w  w oulJ dll 444 re m ed y  this p r o b l e m ?



SB 4 4 A would: (1) require chat an a p p l i c a n t  for a P e r m a n e n t  Fund D i v i d e n d

be p h y s i c a l l y  p r e s e n t  in the S tate o n  the dat e  of a p p l i c a t i o n  (the

a p p l i c a t i o n  period is A p r i l  1 - Jun e  30); (2) e s t a b l i s h  a flat p r o h i b i t i o n  

on a p e r s o n ' s  a b i l i t y  to r e c e i v e  a P e r m a n e n t  Fund D i v i d e n d  a f t e r  five

c o n s e c u t i v e  years c l a i m i n g  a n y  a l l o w a b l e  absen c e ;  and (3) e s t a b l i s h  civil 

p e n a l t i e s  for w i l l f u l  m i s r e p r e s e n t a t i o n ,  g r o s s  n e g li g e n c e ,  o r  re c k l e s s

d i s r e g a r d  of m a t e r i a l  facts coi.cerning e l i g i b i li t y .

W h a t  ef f e c t  w o u l d  this l e g i s l a t i o n  h a v e  on w h a t  a p e r s o n  w o u l d  n eed to 

rece i v e  a p e r m a n e n t  Fund D i v i d e n d ?

A pe r s o n  wou. al w a y s  need an intent to ma k e  A l a s k a  his or he r  pe rm a n e n t

home. A  perst.. could still be a b s e n t  o n  an a l l o w a b l e  a b s e n c e  d u r i n g  the

entire e l i g i b i l i t y  p e r i o d  of O c t o b e r  1 - M a r c h  31. Th e  pe r so n  w o u l d  have Co 

r eturn to be p h y s i c a l l y  pres e n t  in A l a s k a  on the dace the p e r s o n  appl ie s  - 

w h i c h  could be d u r i n g  the filing pe r i o d  of A p r i l  1 - June 30. The p e r s o n  

could be abs e n t  five y e a r s  in a r o w  d u r i n g  the O c t o b e r  1 - M a r c h  31

e l i g i b i l i t y  period, bu^ w o u l d  nee d  to r e t u r n  to A l a s k a  to spend m ost of the 

O c t o b e r  I - M a r c h  31 period in the s ixth y e a r  to be e l i g i b l e  for Chat sixth 

year.

W h y  does the l e g i s l a t i o n  add a r e q u i r e m e n t  of p h y s i c a l  p r esence?

Thi s r e q u i r e m e n t  w i l l  prov i d e  an e a s i l y  m e a s u r e d  i n d i c a t o r  of a p e r s o n ' s  

intent to r e t u r n  to A l a s k a  and remain p e r m a n en t l y .  If enacted, the bill 

w o u l d  refl e c t a l e g i s l a t i v e  p r e s u m p t i o n  that the pe r s o n w h o  truly intends to 

r eturn and r em a i n  p e r m a n e n t l y  w i l l  r e t a i n  s u f f i c i e n t  ties to the state to be 

present at least one day d u r i n g  the 9 0 - d a y  fi li n g  period.

W h y  does the l e g i s l a t i o n  set the d ate of a p p l i c a t i o n  as tht cine the

a p p l i c a n t  mus t  be p h y s i c a l l y  p r es e n t  in the state?

R e q u i r i n g  the a p p l i c a n t  to c e r t i f y  that he or  she is p h y s i c a l l y  pr e s e n t  on 

the dac e  of a p p l i c a t i o n  is an a d m i n i s t r a t i v e l y  si m p le  way of t e s t i n g  a 

p e r s on ' s  intent co returr and r e m a i n  p e r m a n e n t l y  in Alaska. Th e  a p p l i c a t i o n  

form a l r e a d y  requires that an a p p l i c a n t  c e r t i f y  his  or her r e s i d e n c y on the 

dat e of a p p li c a t i o n ,  a n d  a l s o  r eq u i r e s  that two o t h e r  persons c e r t i f y  the 

a p p l i c a n t ' s  residency. This l e g i s l a t i o n  w o u l d  a l l o w  the D e p a r t m e n t  of 

Reve n u e  Co require the a p p l i c a n t  and these two c e r t i f y i n g  w i t n e s s e s  to 

att es t  to the a d d i t i o n a l  simp l e  fact that the a p p l i c an t  is here in A l a s k a  

the date he o r  she s igns the form.

Wil l this r e q u i r e m e n t of p h y sical p r e s e n c e  on the date of a p p l i c a t i o n  be an 

e x c e s s i v e  b u r d e n  on the a p p l i c a n t ?

Mo. The a p p l i c a n t  can c h o o s e  a n y  day of the 90 -d a y  filing period (April I - 

J une 30) to return to file.

A r e  there a n y  e x c e p t i o n s  ro the p r o p o s e d  rules that a p p l i c a n t s  m u s t  he 

p h y s i c a l l y  pres e n t  on the date of a p p l i c a t i o n  and cannot c l a i m  a l l o w a b l e  

a b s ences a f t e r  five c o n s e c u t i v e  years of b e i n g  gone form the state du i i n g  

the e l i g i b i l i t y  peri od ?



A. Yes, there ar e  two n a r r o w  e x c e p t i o n s .  Th e  o nl y  e x c e p t i o n s  to b o t h  p r o p o s e d

rules ar e  to o b t a i n  m e d i c a l  t r eatment not a v a i l a b l e  in A l a s k a  or s e r v i c e  in

C o n gress. Sp o u s e s  and d e p e n d e n t s  of these two g r o u p s  w i l l  a l s o  be eli g i b l e .

Q. What e ff e c t  wi l l  these c h a r g e s  hav e  on e ach d i v i d e n d ?

A. The D e p a r t m e n t  of R e v e n u e  has e s t i m a t e d  that if this bill b e c a m e  law, in the

first y e a r  e a c h  d i v i d e n d s  w o u l d  be at least $15 h i g h e r  than it w o u l d

o t h e r w i s e  be.

Q. H o w  do the n e w  p r o p o s e d  civil p e n a l t i e s  w ork?

A. T h e  p r o p o s e d  le g i s l a t i o n  e s t a b l i s h e s  c ivil p e n a l t i e s  for w i l l f u l

m i s r e p r e s e n t a t i o n ,  g ross n e g l i g e n c e ,  or r e c k l e s s  d i s r e g a r d  of m a t e r i a l  facts 

c o n c e r n i n g  e l i g i b i li t y .  C u r r e n t  law a l l o w s  two m e t h o d s  of d e a l i n g  w i t h

i n d i v i du a l s  w h o  have w r o n g l y  c l a i m e d  p e r m a n e n t  fund d ividends. O n e  m e t h o d

is a v a i l a b l e  agai n s t  all i n d i v i d u a l s  w h o  have  r e c e i v e d  d i v i d e n d s  to w h i c h

they w e r e  not entitled, w h a t e v e r  their s t a t e  of mind. T h i s  m e c h o d  is the

assess me n t ,  an a d m i n i s t r a t i v e  p r o c e d u r e  in w h i c h  the D e p a r t m e n t  of Reve n u e

a t t e m p t s  to c o l l e c t  the d i v i d e n d  w h i c h  the in d i v i d u a l  received, (AS

4 3 . 2 3 . 0 3 5 ( b ))  "'he o t h e r  m e t h o d  is c r i m i n a l  p r o s e c u t i o n ,  w h i c h  is a i m e d  o n l y  

at those w h o  hive i n t e n t i o n a l l y  e n g a g e d  in fraud. (The c r i m e is " u n s w o r n  

f a l s i f i c a t i o n "  u n de r  AS 11.56.210.) Intent to d e f r a u d  c m  be d i f f i c u l t  to 

prove, e s p e c i a l l y  to the high s t a n d a r d  of b e y o n d  a r e a s o n a b l e  doubt r eq u i r e d  

by the c r i m i n a l  law.

The p ro p o s e d  l e g i s l a t i o n  w o u l d  a u t h o r i z e  the D e p a r t m e n t  of R e v e n u e  to seek  

civil p e n a l t i e s  w h i c h  c o u l d  exc e e d  the v a l u e  of the divide n d fs '  w r o n g l y  

o b t a i n e d  for those w h o  h a v e  e n g a g e d  In u n d e s i r a b l e  b e h a v i o r  s h o r t  of 

intentional fraud. The bill w o u l d  e s t a b l i s h  c i v i l  fines of up to $5 , 0 0 0  for 

those w h o  are found to h ave e n g a g e d  in w i l l f u l  m i s r e p r e s e n t a t i o n ,  gross 

n egligence, or r e c k l e s s  d i s r e g a r d  o f  m a t e r i a l  facts i n v o l v i n g  their 

e l i g i b i l i t y  for d i vidends. The s t a n d a r d  of p r o o f re q u i r e d  w o u l d  be o ver 

them chat r e q u i r e d  on c r i m i n a l  p r o s e c u ti o n s .

Q. What is the o v e r a l l  e f f e c t  of this bill?

A. This l e g i s l a t i o n  b o t h  t i ghtens up the r u l e s  for e l i g i b i l i t y  for P e r m a n e n t

Fund D i v i d e n d s  and m a k e s  those rules e a s i e r  to apply.

My off i c e  was a s s i s t e d  in p r e p a r a t i o n  of this e x p l a n a t i o n  ot Si5 444 by C liff 

Groh, Spec i a l  A s s i s t a n t  to the C o m m i s s i o n e r  of R e v e n u e - 4b5-2323.



S T E V E  C C W P E R  . '
G O V E R N O R
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S t a t e  o r  A l a s k a  |  1  1 9 8 8

o f f i c e  or t h e  g o v e r n o r  
J d n k a c

March 10, 1988

The Honorable W i l l i e  Hensley 
Alaska State Legisl ature 
P.O. Box V 
Juneau, AK 99811

Dear Willie,

I applaud your introduction of SB 444, the bill 
t ightening up e l i g i b i l i t y  r e quir ements for P e r m a­
nent Fund Dividends. I share your concern for the 
integrity of the Per manent Fund D i v i d e n d  program, 
and w a n t  to make sure we can guarantee that all 
people receivi ng Permane nt ^ptTpd Divide nds are not 
iust "Alaskans in spirit.

/

r e l y ,

Steve Cowper 
Governor



STATE OF ALASKA 
1988 LEGISLATIVE SESSION

BILL VERSION: SB 444
P UBLISH DATE: ____________

FISCAL NOTE

REQUEST

Revision Date:________________________________
Title: An Act relating to eligibility

for permanent fund dividends_____________

Sponsor: Hensley. Kerttula, Abood et.al. 

Requestor:______________________________________

Agency Affected: Revenue

BRU: Permanent Fund Dividend Division

Com p o n e n t s : Permanent Fund Dividend

________________ Division___________

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 J_ FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92 I FY 93
1 OPERATING I l l ’ l l

| PERSONAL SERVICES \ -0- | -0- | -0- | -0- I -0- | -0-
| T R AVEL 1 -0- | -0- | -0- | -0- | -0- | -0-
| CONTRACTUAL I -0- | -0- | -0- | -0- | -0- | -0-
| SUPPLIES I -0- | -0- | -o- • | -0- | -0- | -0-
| EQUIPMENT ! -0- ! -0- | -0- | -0- | -0- | -0-
I LANDS & STRUCTURES I -0- | -0- | -0- | -0- | -0- | -0-
| GRANTS, CLAIMS I -0- | -0- | -0- | -0- | -0- | -0-
1 MISCELLANEOUS i -0- | -0- | -0- | -0- | -0- | -0-
1 TOTAL OPERATING 1 -0- | -0- | -0- | -0- | -0- | -0-

1 CAPITAL 1 -0- | -0- | -0- | -0- | -0- | -0-

1 REVENUE 1 -0- | -0- | -0- • | -0- | -0- | -0-

FUNDING: (Thousands of Dollars)
| GENERAL FUND ! -0- | -0- I -0- | -0- | -0- | -0-
| FEDERAL FUNDS I -0- | -0- | -0- | -0- | -0- | -0-
| OTHER -0- | -0- | -0- | -0- | -0- | -0-
1 TOTAL 1 -0- | -0- | -0- | -0- | -0- | -0-

POSITIONS:

| FULL-TIME | -0- | -0- | -0- | -0- | -0- | -0-
| PART-TIME | -0- | -0- | -0- | -0- | -0- | -0-
1 TEMPORARY i -0- | -0- | -0- | -0- | -0- | -0-

ANALYSIS: Please see attached.

Ervir/%.1' J o n e s . DirectorPrepared By: _______

Division: Permanent Fund Dividend Division

Approved by Commissioner:
Agency: _____ Revenue

Distribution (by preparer):
Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(ies)

Phone:

Date:

465-2323
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Department of Revenue 

Permanent Fund Dividend Division 

Fiscal Note Analysis 
SB 444 

As of March 10, 1988

This legislation would reduce the number of eligible applicants for Perma­

nent Fund Dividends by approximately 10,000 in 1989. Although an exact figure 

is not possible, this reduction in applicants will serve to increase future 

Permanent Fund Dividends by approximately $15.

Since persons not filing from out-of-state represent a substantial part of the 
D i v i s i o n’s civil investigation effort, any real reduction will result in some 

decreased administrative costs in the FY 91 budget request, all else being 

equal. Some portion of the potential savings will be directed to increasing 

our efforts in criminal investigation, to reduce the potential for fraudulent 

filings. See attached position paper.
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DEPARTMENT OF REVENUE 

POSITION PAPER ON 

SB 444

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

The Department of Revenue supports SB 444. This bill tightens up the 
rules on Permanent Fund Dividend eligibility and makes those rules easier to 

enforce. The bill would raise the annual dividend by at least $15, and 

carries a zero fiscal note.

SB 444 would go a long w ay to reverse a trend allowed by current law.

Both the state population and the number of people receiving Permanent Fund 

Dividends are falling. But the number of people receiving Permanent Fund 

Dividends who apply from out of state is rapidly increasing.

Mor e  than 12,000 dividends are now going to people who give out-of-state 

addresses wh e n  they file. This is more than two percent of all 1987 Permanent 

Fund Dividends, and represents a 25 percent increase over the figure for 1986. 

The Department of Revenue estimates that a m i n i m u m  of two-thirds of this 

group —  at least 8,000 people —  are gone from the state for more than a year 

by the time they receive a dividend. Approximately 300 people are receiving 

1986 and 1987 Permanert Fund Dividends who have not physically touched Alaska 

in more than five yeai

L o o p h o l e s  in the E l i g i b i l i t y  R e q u i r e m e n t s  for P e r m a n e n t  Fund D i v i d e n d s

The substantial and growing number of people receiving Permanent Fund 

Dividends who apply from outside of Alaska is the product of some loopholes in 
the eligibility requirements for Permanent Fund Dividends.

Under current law, there are three requirements for someone to receive a 
Permanent Fund Dividend. First, the person must file an application between 

April 1 and June 30. Second, the person applying has to be a resident of 

Alaska for at least the six consecutive months between October 1 and March 31. 

Third, a person must be a state resident on the date of application. Thus, to 

get a dividend, someone must be a state resident for most of the fall and w i n­

ter and still claim to be a resident for one day in the spring (AS 43.23.005 

and 15 AAC 23.625).

There are two requirements for someone to be a state resident. First, the 
person must have an intent to remain permanently if that person is physically 

present in the state, and must have an intent to return and remain permanently 

if the person is absent (AS 43.23.095 and 15 AAC 23.665(k)). Second, the 

person either must be physically present in Alaska for 90 days or more between 

October 1 and March 31 or be absent for an allowable reason (called an “allo w­

able absence"). The law also requires someone to have an allowable absence if 

he or she is absent more than 60 consecutive days from the state between 
October 1 and March 31.
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A l lowable absences thus draw a sharp line dividing those people who claim 

an intent to make Alaska their permanent home. If such a person is gone from 

A l a s k a  for most of the winter or gone for all of the spring without an allow­

able absence, that person cannot legally receive that y e a r’s Permanent Fund

Dividend. If a person has an allowable absence, on the other hand, that

p e r s o n  m ay be gone for all of the winter window, gone for all of the spring

filing period, and gone for all of the rest of the year —  year after year 

after year.

Under current law, there is no flat rule against someone coming to Alaska 

for a day, leaving the state on an allowable absence, and collecting Permanent 
Fund Dividends as long as he or she retains the allowable absence while never 

setting foot in the state ag 1.

A pproximately 95 percent of those people receiving 1987 dividends who 

applied for them from outside the state also claimed allowable absences. More 

than $8 million in dividends went to this group.

SB 444* s Approach

If enacted, SB 444 would make several changes consistent with the dividend 

program's philosophy. First, the legislation adds to current law a require­

ment that an applicant be physically present in Alaska on the date of a p p lica­

tion, which can be anytime between April 1 and June 30. The bill provides for 

only n a r r o w  exceptions to this requirement: (1) medical treatment not

available in Alaska; (2) service in Congress; and (3) spouses and dependents 

of these people in (1) and (2).

A dding the requirement of physical presence on the date of application 
would establish a relatively easily measured indicator of the intent held by 

the person claiming Alaska residency while living elsewhere. The bill's 

enactment would reflect a legislative presumption that the person who truly 

intends to return and remain permanently will retain sufficient ties to the 

state to be present at least one day during the three-month filing period.

This additional requirement would also make sure that Perm inent Fund Dividend 

recipients have not completely lost touch wit h  Alaska.

Requiring the applicant to certify that he or she is physically present on 
the date of application is an administratively simple way of testing a 

person's intent to return and remain permanently in Alaska. The application 

form already requires that an applicant certify his or her residency on the 

date of application, and also requires that two other persons certify the 

a p p l i c a n t’s residency. This legislation would allow the Department of Revenue 

to require the applicant and and these two certifying witnesses to attest to 

the additional simple fact that the applicant is here in Alaska the date he or 

she signs the form. This requirement of physical presence on the date of 

application will not be an excessive burden on the applicant as the applicant 

can choose any day of the three-month filing period (April 1 - June 30) to 
file.

This requirement will also make it more likely that dividends will be 

.spent in Alaska. Now, more than $8 million in dividends goes to people who 
apply from outside Alaska.
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Putting this money back into the state has another benefit. If this bill 

passed, the Department of Revenue estimates that in 1989 at least 10,000 fewer 

people will receive dividends than would under current law. This will 

increase the dividend by more than $15 per Alaskan.

SB 444 also cuts off allowable abse' :es after five consecutive years (with 

the few narrow exceptions that apply to the physical presence rule). When 
combined with the requirement of physical presence when applying, the effect 

of this is to allow a person to be gone for most of the winter five years in a 

row while being present for one day in the spring each year. The following 

year, the applicant would have to return to Alaska to spend most of the winter.

Finally, the proposed legislation establishes c il penalties for willful 
misrepresentation, gross negligence, or reckless disregard of material facts 

concerning eligibility. Current law allows two methods of dealing with 
individuals who have wrongly claimed permanent fund dividends. One m ethod is 

available against all individuals who have received dividends to wh i c h  they 

were not entitled, whatever their state of mind. This method is the assess­

ment, an administrative procedure in which the Department of Revenue attempts 

to recover the dividend which the individual received (AS 43.23.035(b)). The 

other method is criminal prosecution, which is aimed only at those who have 

intentionally engaged in fraud (the crime is “unsworn falsification" un d e r  AS 

11.56.210). Intent to defraud can be difficult to prove, especially to the 

high standard of beyond a reasonable doubt required by the criminal law.

The proposed legislation would authorize the Department of Revenue to seek 
civil penalties which could exceed the value of the dividend(s) w r o ngly o b­

tained for those who have engaged in undesirable behavior short of intentional 

fraud. The bill would establish civil fines of up to $5,000 for those who are 
found to have engaged in willful misrepresentation, gross negligence, or reck­

less disregard of material facts involving their eligibility for dividends.

The standard of proof required would be lower than that required in criminal 
prosecutions.

Timing of SB 444

This bill would take effect January 1, 1989 and will have its first impact 

on the 1989 dividend distribution. This is appropriate, because printing 
deadlines make it too difficult to make the changes in the 1988 dividend 

application forms which would be required if the changes in the law went into 
effect this year.

Information about the loopholes in the Permanent Fund Dividend program 
appears to be spreading, however, which makes it critical for the Legislature 

to pass a bill this session which can go into effect for the 1989 dividend 

distribution. With the one-year lag between passage and implementation 
effectively forced by printing deadlines, the Legislature must take action 

this session, or the earliest dividend distribution it can affect will be in 
1990.

Paying dividends to the people who claim to be Alaskans but have been gone 
for years is not what the program is all about. We believe this bill is 

needed to protect the integrity of the dividend program.
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March 8, 1988 Tuesday 

C h a irman and M e m b e r s  of S e nate State Affairs Committee

Act relating to R e s i dence and P e r m anent Fund

A resident to me means someone who physically lives in the S tate 
of Alaska.

A "resident" has the -following character: stics: an a b ility to
p rove physical p r e sence in the state -from (1) October to March and at 
the time of application and receipt cf the dividend check; (2) 
o w n e rship or rental of structure (home., cabin, etc) used for shelter;
(3) premanent going m embership in a family group whose head of house 
hold m a i n tains a s t r u c t u r e  used for shelter; (4) a r e s i d e n t ’personal 
e f f e c t s  (such as toothbrush, clothing, tv set, car, toys etc.) are 
p h y s i c a l l y  present in the S t a t e  of Alaska; (5) they r e ceive their mail 
at an Alaskan address; (6) p a r t i c i p a t e  in the economy by spending their 
i ncome (form what ever s o u r c e . ..r e t i r e m e n t , Social Security, wages, 
etc) to p u r c h a s e  food, shelter, and heating fuel in Alaska for their 
own use.

I find it hard to b e lieve that someone who does not meet #1, #2, 
#3, #4, #5, #6, should be allowed to receive d i v i d e n d s — for any
reason. I t h e r e f o r e  r e c o mmend that "residency based on intent" be 
dropped, and that r e s i d e n c y  based on "physical presence" adopted.

The permanent fund dividend p r o gram is the only p r o g r a m  which 
b e n e f i t s  each Alaskan resident fairly and equally. Sending the money to 
p e o p l e  who d o n ’t live here does very little for the Alaskan economy.

N a t u r a l l y  there any be some legit i m a t e  e x c e p t i o n 1, (such as medical 
treatment) however they should be limited to a 1 year maximum.

Thank you for c onsidering these suggestions.

J h n  W eid n e tt

£479 C.H. l.R 
Fairbanks, Ak. 99712
4 88-6366

Subject:
D i v i d e n d s

Dear Members:



SB 444

TIGHTENING UP ON ELIGIBILITY REQUIREMENTS 

FOR PERMANENT FUND DIVIDENDS

July 1

THE PERMANENT FUND DIVIDEND YEAR

Oct. 1

WI N T E R

RESIDENCY

T ERIOD

March 31

April 1

SPRING

FILING

PERIOD

June 30

CURRENT

LAW

Requirements for PFD eligibility

Winter Resi d e n c y  Period „

1. Intent to mak e  Alaska a permanent home.

2. Physical presence for more than half of the 

winter or an allowable absence.

Applicant's Application Day
During; SprinR Filins Period

1. Timely application.

2. Intent to make Alaska a 

permanent home.

3. Thysical presence on the 

date of application or 

an allowable absence.

SB 444 includes all current requirements and adds these additional requirements.

SB 444: Requires physical presence for most of the Thysical presence on the date

ADDITIONAL winter after five years of allowable absences of application.

REQUIREMENTS (cuts off allowable absences after five years

out of the state).



S e n a t e  B ill 444

R e q u i r e s  p h y s i c a l  p r e s e n c e  o n  the d a t e  of a p p l i c a t i o n  d u r i n g  s p r i n g  fil i n g  

p e r i o d  (with a f e w  n a r r o w  e xc e p t i o n s )  in a d d i t i o n  to e x i s t i n g  e l i g i b i l i t y  

r e q u i r e m e n t s  (timely a p p l i c a t i o n ,  s i x - m o n t h  r e sidency, and r e s i d e n c y  on 

the d a t e  of a p pl i c a t i o n ).

C u t s  off a l l o w a b l e  a b s e n c e s  d u r i n g  w i n t e r  r e s i d e n c y  p e r i o d  a f t e r  five 

y e a r s  (with the same n a r r o w  exce p t i on s ) .

S e t s  c ivil p e n a l t i e s  fo r  m i s c o n d u c t  in a p p l i c a t i o n  whic'i d oes not a m o u n t  

to i n t e n t i o n a l  fraud.

E f f e c t i v e  d a t e  is J a n u a r y  1, 1989.
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How m am  PFD’s were paid? 

1986- 532,000 1987- 530,000

How many of these PFDs were 
paid to out-of-state

1986-19,500 1987-22,700

O f these PFDs, 
how many were paid  
to persons who also 

applied from out-of-state?

1986-9,900 1987- 12,500



Changes In Permanent Fund Dividends: 1986-87
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