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REQUEST.

v  ■ FISCAL NOTE I  U t t / 9  J? 3  O A  I
o  H r Z

• ' ‘■"‘••J

R ev is ion  Date: Mav 3. 1990____________
T i t l e :  An A c t  e s ta b l is h in g  the Alaska

educa tion  t r u s t  fund___________________
Sponsor: KERTTULA, K e l l y ,  e t  a l
R equesto r: House Finance_______________

Agency A f fe c te d :  Revenue
BRU: Permanent Fund D iv idend D iv is io n

Components: Permanent Fund Div idend
______________ D.1 v.1 S.ton__________________

EXPENDITURES/REVENUES: (Thousands o f  Doll a rs )
FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

OPERATING
PERSONAL SERVICES 24.1 11.9 11.9 11.9 11.9 11.9
TRAVEL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
CONTRACTUAL 5.0 5.0 5 .0 5 .0 5.0 5.0
SUPPLIES 0.2 0.2 0.2 0 .2 0 .2 0 .2
EQUIPMENT - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
LANDS & STRUCTURES - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
GRANTS, CLAIMS - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
MISCELLANEOUS - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

TOTAL OPERATING 29.3 17.1 17.1 17.1 17.1 17.1

| CAPITAL | - 0 - | - 0 - | - 0 - | - 0 - | -0-. | - 0 -

| REVENUE | - 0 -  

FUNDING: (Thousands o f  D o l la rs )

| - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

GENERAL FUND 29.3 17.1 17.1 17.1 17.1 17.1
FEDERAL FUNDS - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
OTHER - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
TOTAL 29.3 17.1 17.1 17.1 17.1 17.1

FULL-TIME - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
PART-TIME 3 2 2 2 2 2
TEMPORARY / 7 - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

ANALYSIS: See A tta ch e d .

Prepared By: E rv in  Jones
D iv is io n :  Permanent Fund Pi

Approved by Commissi one 
Agency: Revenue

D is t r i b u t i o n  (by p re p a re r ) :  
L e g is la t i v e  Finance 
L e g is la t i v e  Sponsor 
Requestor
O f f ic e  o f  Management and Budget 
Impacted A g e n c y ( ie s ) ^

Phone: . 
Date: Mav

Date:

465-2323
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A ssum p tio n s ;
1 .  The b i l l  w i l l  t a k e  e f f e c t  f o r  t h e  1 99 1  p e rm anen t fu n d  d iv id e n d  

y e a r  and  a p p l i c a t i o n  o r  l a t e r .  The 1990  d iv id e n d  a p p l i c a t i o n  
h a s  a l r e a d y  been  p r i n t e d  and d i s t r i b u t e d .

2 .  T h e re  a r e  o t h e r  b i l l s  w hich  i f  s ig n e d  i n t o  la w , w ou ld  r e s u l t  in  
some fo rm  o f  " c h e c k - o f f "  on th e  1 99 1  d iv id e n d  a p p l i c a t i o n .  The 
D ep a rtm en t o f  Revenue has no i n s ig h t  as  t o  w h ich , and  how many, 
o f  t h e s e  b i l l s  w i l l  become la w . T h is  f i s c a l  n o te  i s  p re p a re d  
on th e  a s su m p tio n  t h a t  t h e  s u b je c t  b i l l  i s  t h e  o n ly  b i l l  o f  
t h i s  n a tu r e  w h ich  w i l l  become la w . The p a s s a g e  o f  m u lt i p le  
b i l l s  w ith  v a r y in g  fo rm u la s  w i l l  i n e v i t a b ly  h ave  a compounding 
e f f e c t .  W hereas t h e r e  may be s a v in g s  i n  some a r e a s ,  t h e r e  w i l l  
be in c r e a s e d  c o s t s  i n  o t h e r s .

3 ) F u n d in g  f o r  th e  a d m in i s t r a t i v e  c o s t s  o f  t h e  P e rm anen t Fund 
D iv id e n d  p ro g ram  in  p r o v id in g  th e  m echanism  f o r  c o n t r i b u t i o n s  
f ro m  th e  G e n e ra l Fund as a p p r o p r ia t e d  by th e  l e g i s l a t u r e .

4) The in c r e m e n t a l c o s t  o f  com pu te r r e s o u r c e s  w i l l  r e s u l t  i n  a 
c h a rg e b a c k  b y  th e  D epa rtm en t o f  A d m in is t r a t io n .

5 ) W hereas th e  c o s t  o f  p rog ram m ing  changes w i l l  be a o n e - t im e  
c o s t ,  t h e  c o s t  o f  docum ent re v ie w , d a ta  c a p tu re  and  th e  d a ta  
p r o c e s s in g  c h a rg e b a c k  w i l l  be c o n t in u in g .

6) C o n t r ib u t io n s  w i l l  o n ly  be h on o re d  t o  th e  e x t e n t  o f  a v a i la b le  
fu n d s . G a rn ishm en ts  and a s s ig nm en ts  w i l l  t a k e  p re c e d e n c e  in  
th e  o r d e r  e s t a b l i s h e d  by s t a t u t e .

7 ) The P e rm anen t Fund D iv id e n d  w i l l  e l e c t r o n i c a l l y  t r a n s f e r  
c o n t r i b u t i o n s  t o  th e  t r u s t  fu n d  a c c o u n t , b u t  w i l l  h ave  no 
in v o lv e m e n t  in  th e  management o r  a c c o u n t in g  d u t i e s  a s s o c ia t e d  
w ith  th e  t r u s t  a c c o u n t . Such d u t i e s ,  i n c lu d in g  l i a i s o n  w ith  
th e  B o a rd  o f  R e g e n ts , w i l l  be by th e  T re a s u ry  D i v i s i o n ,  
D ep a rtm en t o f  R evenu e .



Fund D iv id e n d  D iv i s i o n  
F i s c a l  N o te  A n a ly s is  
HCS CS SB 1 3 6  (F IN )

May 3 f 1 990

The p r o v i s i o n  o f  a new c o n t r i b u t i o n  d e c is i o n  on t h e  d iv id e n d  
a p p l i c a t i o n  w i l l  c a u se  a d d i t i o n a l  a d m in i s t r a t i v e  c o s t  i n  s e v e r a l  
a r e a s :

a ) The com pu te r s y s tem  w i l l  need  t o  be changed  t o  a c c o u n t f o r  
t h e  change i n  th e  p ro g ram , t o  e s t a b l i s h  new a c c o u n t in g  
c o n t r o ls  and t o  p r o v id e  f o r  th e  t r a n s f e r  o f  fu n d s  t o  th e  
t r u s t  a c c o u n t .

b ) Each o f  a p p ro x im a te ly  5 2 5 ,0 0 0  PFD a p p l i c a t i o n s  w i l l  need t o  
be v i s u a l l y  re v iew ed  and  coded  as t o  d e c is i o n  on th e  
c o n t r i b u t i o n  d e c i s i o n .  Each a p p l i c a t i o n  w i l l  b e  d a ta  
c a p tu re d  w ith  a d d i t i o n a l  a t t e n t i o n  and  k e y s t r o k e s  expended  
on  each  p o s i t i v e  d e c i s i o n .

1 .  P o s i t i o n s
FY 91 FY  92

1 PPT A n a ly s t /P ro g ram m e r V , R21
@ $ 6 , 1 1 0 . 86/M o in c lu d in g  s a la r y
and  b e n e f i t s  f o r  2 m onths = $ 1 2 .2
PCN 0 4 -1 1 2 5  w ou ld  be fu n d e d  f o r  an 
a d d i t i o n a l  tw o m on th s , i n  a c c o rd an c e  
w ith  A tta chm en t A . O ngoing m a in te n an ce  
o f  new p ro g ram s  w ou ld  be a c c om p lis h e d  
by e x i s t i n g  s t a f f .
1 PPT Document P r o c e s s o r  I ,  R7 
@ $ 2 , 3 4 0 .3 7 /M o , in c lu d in g  s a la r y  and 
b e n e f i t s  f o r  3 m onths $ 7 .0 $ 7 .0
T h is  p o s i t i o n  w ou ld  a s s i s t  i n  t h e  m anua l 
re v ie w  and c o d in g  o f  5 2 5 ,0 0 0  a p p l i c a t i o n s  
f o r  t h e  new c o n t r i b u t i o n  d e c i s i o n .  T h is  
p o s i t i o n  r e p r e s e n t s  th e  e q u iv a le n t  o f  th e  
a d d i t i o n a l  t im e  and  e f f o r t .

Page 3

*



1 PPT D a ta  P r o c e s s in g  C le r k  I ,  R 8 f 
@ $ 2 , 4 4 6 . 0 8 /Mo, i n c lu d in g  s a la r y  and 
b e n e f i t s  f o r  2 m on ths =
T h is  p o s i t i o n  w ou ld  a s s i s t  i n  th e  d a ta  
c a p tu r e  o f  th e  a d d i t i o n a l  c o n t r i b u t i o n  
d e c i s i o n .  The p o s i t i o n  r e p r e s e n t s  th e  
e q u iv a le n t  v a lu e  o f  th e  a d d i t i o n a l  t im e  
and e f f o r t .
TOTAL P e r s o n a l S e r v ic e s  

O th e r  E x p e n d i t u r e s :
a ) T r a v e l :

b ) C o n t r a c t u a l :
D a ta  P r o c e s s in g  C ha rgeback

c ) S u p p l i e s :
d) E q u ipm en t: Use e x i s t i n g  equ ipm ent

TOTAL COST

$ 2 4 .1

$ 0 .0

$ 5 .0
$ 0 .2

-S.Q.,.0.

$ 1 1 .9

$ 0 .0

$ 5 .0
$ 0 .2
$ 0 .0

1  $ 1 7 .1

S u g g e s te d  Amendments:
1 .  C o n s id e r  rem ov in g  th e  c h e c k - o f f  p r o v i s i o n .  

A t ta c h m e n ts : A tta chm en t A : "Summary o f  DP N eeds"

Page 4



Wancr d a ta  e n t r y  p r o c e s s in g  
In c lu d e s : D a ta  e n t r y

B a tc h  l i s t s  
C o r r e c t i o n s  
Wang t o  IBM t r a n s f e r

IBM Upda te  jo b s  
In c lu d e s :  E d i t s

B a tc h  l i s t i n g s  
Log  s h e e ts

DMS O n l in e  p ro g ra m s  f o r  lo o k u p . and_chang_e.s.

7 5 .0  h o u rs

3 0 .0  h o u rs

3 7 .5  h o u rs

N ig h t ly  U pda te  o f  Changes 2 2 .5  h o u rs

W a rra n t Job s  
In c lu d e s :

9 0 .0  h o u rs
P r i n t i n g  w a r ra n ts  w ith  d i f f e r e n t  
am oun ts . In c lu d e  check s tu b  m essag e s .
M od ify  w a r ra n t  r e g i s t e r s  as  needed  
f o r  b a la n c in g .
C re a te  new p ro g ra m (s )  f o r  t r a n s f e r r i n g  
a c cum u la te d  d e c is io n s  t o  t r u s t  a c c ou n t 
and t o  a c c ou n t f o r  th e  r e s e r v e  n e c e s s a ry  
due t o  r e t u r n e d  and c a n c e l le d  PFD w a r r a n t s .

M is c e lla n e o u s
In c lu d e s : S e t t i n g  up t e s t  f i l e s  on IBM

System s t e s t i n g  
A d m in is t r a t iv e  fu n c t i o n s ,  i . e .  
p a p e r  w ork r e q u i r e d  by Adm in. DP 
t o  add f i l e s  and p rog ram s t o  t a b l e s .

4 5 .0  h o u rs

TOTAL HOURS 3 0 0 .0  h o u rs

A ttachm ent A



B i l l  V e rs io n : HCS SB 136 
P u b lish  D a te :_____________STATE OF ALASKA 

1990 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST:
Revision Date:________________
T i t le :  A laska education  t r u s t  fund
Sponso r: House HESS__________________
R equ e s to r : House Finance____________
BXPENDITURES/REVENUES: (Thousands o f  D o l la r s )

Agency A ffe c te d : Department o f  Revenue 
BRU: T reasu ry______________________________
Components:.

1 FY 91 I FY 92 1 FY 93 1 FY 94 1 FY 95 1 FY 96
I OPERATING I 1 1 1 1
| PERSONAL SERVICES 0 1 0 I o ! o 1 0 ! o
| TRAVEL 0 1 0 ! o 1 0 1 0 1 o
| CONTRACTUAL 0 1 4 6 .0 | 8 7 .0 | 1 3 1 .0 1 1 7 9 .0 j 2 3 5 .0

| SUPPLIES 0 1 0 i o i o 1 0 ! o
| EQUIPMENT 0 1 0 i o ! 0 1

1

0
: 0 ;

j LANDS & STRUCTURES 0 1 0 l o 1 0 0 o
| GRANTS, CLAIMS 0 1 0 i o 1 0 1 0 ! o
i MISCELLANEOUS 0 1 0 ! 0 ! 0 1 0 ' o
1 TOTAL OPERATING 1 0 1 4 6 .0 | 8 7 .0 I 1 3 1 .0 1 1 7 9 .0 | 2 3 5 .0

1 C AP ITAL 1 0 1 0 1 o 1 o 1 0 1 o

1 REVENUE 1 0 1 0 1 o 1 o 1 0 1 o

FUNDING: (Thousands of Dollars)
| GENERAL FUND 0 1 0 1 o ! o 1 0 i o
| FEDERAL FUNDS ! 0 1 0 0 i o 1 0 1 o
| OTHER i 0 1 4 6 .0 | 8 7 .0 | 1 3 1 .0 1 1 7 9 .0 | 2 3 5 .0
1 TOTAL 1 0 1 4 6 .0 | 8 7 .0 | 1 3 1 .0 1 1 7 9 .0 | 2 3 5 .0

P O S IT IO N S :
| FU LL-T IM E  I 0 1 0 1 o 1 o 1 0 1 0
| PART-TIM E | 0 1 0 1 o ! o 1 0 1 o
1 TEMPORARY 1 0 1 0 1 o 1 0 1 0 0

ANALYSIS: a tta ch  a sepa ra te  page f o r  a n a ly s is . FY 90 f i s c a l  e f f e c t  i s  z e ro .
P repa red  By: M ilt  B arke r
Division: Treasury

Approved by Commissioner: 
Agency: Department o f  Revenue

r

Phone: 465 -2350
D ate : May 3 , 1990
D ate : S ~

D is t r ib u t io n  (by p re p a re r ) :  
L e g is la t iv e  Finance 
L e g is la t iv e  Sponsor 
Requestor
O ff ic e  o f  Management and Budget 
Impacted A gency (ies)



.

Ending

Common 1
Securities Stock Performance 
Safekeeping Management Measurement Total

ice Earnings Balance Fees Fees Fees Audit Fees

) 0 0 ■ 0 0 0 0 0
5 1 26 1 23 12 10 46

3 53 2 63 12 10 87
3 5 82 4 105 12 10 131
3 8 116 5 152 12 10 179
3 11 155 7 206 12 10 235

($000) •

inent Fund, December 1989
: dividend receipts; in it ia l participation in a similar Florida program was

fer to trust fund occurs on average on November 15; also assumes no payouts

bcation to common stocks



F I S C A L  N O T EREQUEST:___________________________________

1 9 9 0  L E G IS LA T IV E  SESS ION PUBLISH DATE: _

Revision Dale:_________________________Tide: A laska Education T ru st Fund
Sponsor: S enato r K e r t tu la  
Requestor:  „___________________

Agency Affected: ? n iv e r s i t v  o f  A laska 
BRU : Statewide. Programs & S e rv ic e s

Components:____,

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

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

62 .4 6 2 .4 6 2 .4 8 2 .4 6 2 .4
5 .0

TOTAL OPERATING 5 .0 6 2 .4 6 2 .4 6 2 .4 6 2 .4 6 2 .4

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

5 .0 6 2 . 4 6 2 .4 6 2 .4 6 2 .4 6 2 .4

o .u 6 2 .4 6 2 .4 6 2 .4 6 2 .4 6 2 .4
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

0 1 1 1 1 1

ANALYSIS : (Attach a separate page if necessary)

Prepared by: 
Division :• _

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

C o - C h a i r m a n  Ron L a r s o n

. .  _ Qo-Chairman Lyman HoffmanApproved by Commissioner r
Agency:  ______________

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

• • - :

•• •
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Original aponsor(s): SEN. KERTTULA, Kelly, Sturgulevskl, Elieaon, Faiks
Rodey, Binkley, Duncan, Frank, Fischer, Jones, Pearce, Coghill, Zharoff, 
Szymanski

BY THE FINANCE COMMITTEEIN THE SENATE

HOUSE CS F O R  CS FOR SENATE BILL NO. 136 (Finance) 

IN THE LEGISLATURE O F  THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

and authorizing advance tuition payment contracts

BE IT ENACTED BY THE LEGISLATURE OF THE STATE O F  ALASKA:

* Section 1. AS 14.40 is amended b y  adding n e w  sections to read

ARTICLE 6. ALASKA EDUCATION TRUST FUND

Sec. 14.40.803. A L A S K A  EDUCATION TRUST FUND ESTABLISHED

The Alas k a  education trust fund is established as an endowment trust 

fund separate from the general fund. The fund m a y  be divided into 

separate accounts for accounting purposes.

(b) The fund consists of

(1) permanent fund dividend and cash contributions made 

under AS 14.40.807 under the terms of an advance tuition payment 

contract *

(2) gifts, bequests, and contributions of c a s h  or other 

assets from a personi and

(3) income and earnings of the fund.

l[c) Assets of the fund shall be expended in the following order 

of priority:

(1) to make payments to the university on behalf of q u a l i­

fied beneficiaries*

(2) to make refunds upon termination of an advance tuition 

oaymerit contract*

" » I
to pay the costs of administration of the fund.

■ ■. . •
0.805. POWERS A N D  DUTIES OF THE COMHTS.q t

. . ■ - - •



f i fe/to*

1

2

3
4
5
6

7
8

9
10
11
12
13
14
115

16

17

18
19
20

21

22

23
24
26
26
27
23
29
I 136(?in)

ELEVENTH. The commissioner of revenue ia the trustee of the fund and 

has the povers and duties under this section to

(1) act as official trustee of the cash and investments

belonging to the fund and to secure adequate and safe custodial facil­

ities i

(2) receive all items of cash and investments belonging to

the f u n d \
(3) collect the principal and income from investments 

acquired by the trustee and deposit the amounts in separate principal 

and income accounts for the fundi

(4) invest and reinvest the assets of the fund as provided

in this section and as provided for the investment of retirement funds

under AS 14.2!i.180|

(5) exercise the powers ox a trustee with respect to the 

assets of the fundi

(6) do all acts, whether or not expressly authorized, that

the commissioner of revenue considers necessary or proper in adminis­

tering, as a trustee, the assets of the fundi

(7) maintain accounting records of the fund in accordance 

w i t h  investment accounting principles and with distinction between the 

principal and income accounts of the fund*

(8) engage an independent firm of certified public accoun­

tants to annually audit the financial condition of the fund's invest­

ments and investment transactionsi

(9) enter into and enforce contracts or agreements c o n­

sidered necessary for the investment purposes of the fund;

(10) report to the university the condition and investment 

performance of the fundi

.. ■■
v♦ Mi.r .

ftV/ •



university to which the qualified beneficiary is admitted, without

further tuition cost to the qualified beneficiary. A  purchaser and a

-  u n _ _ 0 0 _ v- 3 -  HCS CSSB 1 3 6 fP - (n 1

beneficiaries}

(12) make refunds upon termination of an advance tuition

payment contract; and

(13) pay the costs of administration of the fund.

Sec. 14.40.807. CONTRIBUTION T O  THE ALASKA EDUCATION TRUST FUND,

(a) Contributions to the fund un d e r  the terms of an advance payment 

contract m a y  be made by direct cash payments or by contributions from 

the permauent fund dividend. The Department of Revenue shall

(1) prepare the permanent fund dividend application to

allow an applicant, or a parent, legal guardian, or other authorized 

representative of an applicant w h o  is an unemancipated minor to con­

tribute 50 percent of a dividend to the fund un d e r  the terms of an 

advance tuition payment contract; and

(2) include with each application for a permanent fund

dividend an explanation of the trust fund, including the right of a 

purchaser to receive a refund upon termination of an advance tuition 

payment contract, and a statement that the tax liability of the fund 

has not yet been determined; after the Internal Revenue Service deter­

mines the tax liability of the fund? .y statement summarizing the tax 

determination shall be included w i t h  each application for a permanent 

fund dividend.

(b) The Department of Revenue shall pay contributions directly 

to the fund.

Sec. 14.40.809. POWERS AND DUTIES OF THE UNIVERSITY O F  ALASKA,

(a) The Board of Regents of the University of A l a s k a  may contract 

with a purchaser for the advance payment of tuition by the purchaser 

for a qualified beneficiary of any age to attend a branch of the



1
2
3

4

5

6
7

8
9

10
11
12
13

14

15

16

17

18

19

20
21
22
23

24

25

26

27

28

29

a

cay receive if the qualified beneficiary is not entitled to in-state

HCS CSSB 136(Fin) -4-
' •  • _________

qualified beneficiary may be the same person.

(b) The board shall

(1) make appropriate arrangements as necessary to fulfill 

the board's obligations under an advance tuition payment contract)

(2) establish standard payment plans to be used under 

advance tuition payment contracts)

(3) establish the circumstances under wh i c h  an advance 

tuition payment contract m a y  be terminated and the amount of the 

refund the person entitled to terminate the contract may receive.

Sec. 14.40.811. A D V A N C E  TUITION PAYMENT CONTRACTS. (a) An 

advance tuition payment contract must include

(1) the amount of payments required from the purchaser on 

behalf of the qualified beneficiary)

(2) the terms and conditions for making the payments)

(3) provisions for late payment charges and for default)

(4) the name and age of the qualified beneficiary under the 

contract and a statement that the purchaser, w i t h  the approval of the 

board, m a y  substitute another person for the qualified beneficiary 

originally named in the contract)

(5) the number of credit hours to be provided to the q u a l i­

fied beneficiary under the contract)

(6) the name of the persons entitled to terminate the 

contract, the terms and conditions under which the contract m a y  be 

terminated, and the amount of the refund to w h i c h  che person terminat­

ing the contract is entitled)

(7) the assumption of a contractual obligation by the board 

to provide for credit hours of higher education at the university)
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tuition at the time of enrollment at the university;

(9) the period of time during wh i c h  the qualified b e n e f i­

ciary m a y  receive the benefits of the contract; and

(10) other terms and conditions the board determines to be 

appropriate.

(b) A n  advance tuition payment contract may be terminated

(1) if the qualified beneficiary dies or becomes so d i s­

abled that the beneficiary cannot complete an education;

(2) if the qualified beneficiary is not admitted to a 

branch of the university after making a proper application;

(3) if the qualified beneficiary certifies to the board,

after the contracted date of entrance to the university or after the 

qualified beneficiary has received a high school diploma or reached 

the age of majority, that the qualified beneficiary has decided not to 

attend the university;

(4) if the board determines that the number of purchasers 

is insufficient to maintain the fund on an actuarily sound basis; or

(5) under other circumstances determined by the b o a r d  and 

set out in the advance tuition payment contract.

Sec. 14.40.817. DEFINITIONS. In AS 14.40.803 - 14.40.817,

(1) “advance tuition payment contract” means a contract

entered into by the board and a purchaser to provide for the higher 

education of a qualified beneficiary;

(2) "board” means the Board of Regents of the university;

(3) "fund” means the Alaska education trust fund e s t a b­

lished under AS 14.40.803;

(4) "purchaser" means a person who makes or is o b l igated to 

make advance tuition payments under an advance tuition paym e n t  con-
•• -M-v- ■ 1 ••• • •• •

tract;
•:V.
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( 5 )  “ q u a l i f i e d  b e n e f i c i a r y ”  m ean s a  r e s i d e n t  who h a s  r i g h t s  

u n d e r  a n  a d v a n c e  t u i t i o n  p a ym en t c o n t r a c t )
( 6 )  " u n i v e r s i t y ”  m eans t h e  U n i v e r s i t y  o f  A la s k a ,  i n c lu d i n g  

a  c om m un ity  c o l l e g e  a f f i l i a t e d  w i t h  t h e  u n i v e r s i t y .
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/7 0*1 h **t ++4 [  _.w. ^

Pelele / j
* I*

L s e r f i  Subject- ho AT ! V. ^0. 0 lZ  j  a *

Pa</C £ , L ; - e  ) 9, r»se^t- <* >»e-*v coeh'#* /v react 

" S e c .  I1.V0.0I2. CH4fS6£S TV Acf/'£V&

TAX PfteF6Afi£p STATES.

f i  i c c n  e r f  o * t  # o ( o * o n  c e  f m i h ' o m  y ? * y  **%,*■/■ ^ o - y i f y ' c r c f

yv\ ay
ff Z&lzg? O iCfur- fnn.1 fae rw w e * / V oF / / ,

11. 1-3. t? l! ( « / ( ) ,  H.1O.0l/(i)(l),H.l0.g/t { t ) & X  * « 4

I l . i o .  e l I( 1)00 h  Sariub'o*  >V rjeceSsctsy orctg^

■f-0 Hcbiert  h i *  e(eftrre <S trr h joy  e^ e^ r/?/ s h th s

/ l la ffc i get\ c ah'OH -fyenol.



*. • ' ’v«. j , ■. •. .• • *•>’•. .S P P P l p

H .E A L T H t - E D U C A T I O N  A N P  S O C I A L  S E R V I C E S  . C O M M I T T E E
ALASKA STATE LEGISLATURE P,°*  BOX V’ JUNEAU 11
H O U S E  O F  REPRESENTATIVES . r /  (907)445-3759

\SVK'

ALASKA STATE LEGISLATURE 
H O U S E  O F  REPRESENTATIVES .

A p r i l  2 3 ,  1 9 9 0
L e t t e r  o f  I n t e n t  t o  
HCSCSSB 1 3 6  (H E SS )

I t  i s  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  t h a t  t h e  D e p a r tm e n t  
o f  R e v e n u e  r e q u e s t  t h a t  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  d e t e rm in e  
i f  t h e  in c o m e  e a r n e d  b y  t h e  A la s k a  e d u c a t i o n  t r u s t  fu n d  
e s t a b l i s h e d  i n  s e c t i o n  1  o f  t h i s  A c t  i s  t a x a b l e  in c om e  a n d  t o  
whom t h a t  in c o m e  w o u ld  b e  t a x a b l e  u n d e r  f e d e r a l  la w .



R e p r e s e n t a t i v e  R on  L a r s o n ,  C o -C h a irm a n  
H o u se  F in a n c e  C om m it te e
R e p r e s e n t a t i v e  Lyman H o f fm a n , C o -C h a i rm a  
H o u se  F in a n c e  C om m itte e

FROM: S e n a t o r  K e r t t u l a
S U B J : S e n a t e  B i l l  1 3 6  —  E d u c a t i o n a l  T r u s t  F und
DATE: A p r i l  2 3 ,  1 9 9 0

I  w o u ld  a p p r e c i a t e  y o u r  s c h e d u l i n g  S e n a t e  B i l l  1 3 6 ,  
r e l a t i n g  t o  t h e  E d u c a t i o n a l  T r u s t  F u n d , a t  y o u r  e a r l i e s t  
c o n v e n ie n c e .

A s t h e  c o s t  o f  a  c o l l e g e  e d u c a t i o n  s t e a d i l y  r i s e s ,  
p a r e n t s  h a v e  b ecom e  i n c r e a s i n g l y  c o n c e r n e d  a b o u t  t h e i r  a b i l i t y  
t o  p r o v i d e  a  c o l l e g e  e d u c a t i o n  f o r  t h e i r  c h i l d r e n .  B e c a u s e  o f  
t h i s  c o n c e r n ,  m any s t a t e s  h a v e  b e e n  l o o k i n g  a t  w a y s  t o  p r o v i d e  
p a r e n t s  a n d  s t u d e n t s  w i t h  a l t e r n a t i v e s  f o r  f i n a n c i n g  c o l l e g e  
t u i t i o n .

S e n a t e  B i l l  1 3 6  o f f e r s  o n e  s u c h  o p t i o n .  T h e  l e g i s l a t i o n  
e s t a b l i s h e s  a  " g u a r a n t e e d  t u i t i o n  p la n "  w h ic h  a s s u r e s  f u t u r e  
t u i t i o n  p a y m e n ts  t o  a  U n i v e r s i t y  o f  A la s k a  cam pus u p o n  an  
in v e s tm e n t  i n  a  n e w ly  c r e a t e d  A la s k a  E d u c a t i o n  T r u s t  F u n d .
T h e  b i l l  p r o v i d e s  f o r  e i t h e r  a  c a s h  c o n t r i b u t i o n  o r  a  s e t  
c o n t r i b u t i o n  o f  5 0  p e r c e n t  o f  a  p e rm a n e n t  f u n d  d i v i d e n d ,  a n d  
a l l o w s  a n  a u t h o r i z e d  r e p r e s e n t a t i v e  o f  a  m in o r  t o  c o n t r i b u t e  
5 0  p e r c e n t  o f  h i s  o r  h e r  d i v i d e n d .

T h e  s t a t e  w o u ld  t h e n  i n v e s t  t h e  m on e y , i n t e n d i n g  t h a t ,  a t  
a  m in im um , t h e  t u i t i o n  fu n d  i n v e s tm e n t s  w o u ld  h a v e  a  r a t e  o f  
r e t u r n  t h a t  w o u ld  e q u a l  t h e  e x p e c t e d  t u i t i o n  c o s t  f o r  a  c h i l d



R e p r e s e n t a t i v e  L a r s o n  
R e p r e s e n t a t i v e  H o f fm a n  
A p r i l  2 3 ,  1 9 9 0

b y  t h e  t im e  h e / s h e  e n r o l l s  i n  c o l l e g e .  A c o n t r a c t  w o u ld  b e  
m ade b e tw e e n  t h e  s t a t e  a n d  t h e  p u r c h a s e r  t h a t  w o u ld  g u a r a n t e e  
t u i t i o n  f o r  a  g i v e n  n um b e r o f  c r e d i t  h o u r s  a t  t h e  U n i v e r s i t y  
o f  A la s k a ,  n o  m a t t e r  how  much t h e  c o s t s  r i s e .

S e n a t e  B i l l  1 3 6  h a s  b e e n  m o d e le d  a f t e r  a  s i m i l a r  p ro g ra m  
w h ic h  w as a d o p t e d  a n d  im p le m e n te d  b y  t h e  S t a t e  o f  M ic h ig a n .  
Wben M ic h ig a n  a d o p t e d  i t s  p la n  i n  1 9 8 6 ,  4 4 , 0 0 0  p e o p le  a p p l i e d  
' ^ r i n g  a  tw o -m o n th  p e r i o d .  I n  F l o r i d a ,  a p p r o x im a t e ly  4 0 , 0 0 0  
p e o p le  a p p l i e d  f o r  a  s i m i l a r  p r o g r a m .

W h i le  t h e  o p t i o n  a lw a y s  e x i s t s  f o r  p a r e n t s  t o  p la c e  t h e i r  
m oney  i n  o t h e r  t y p e s  o f  s a v in g s  a n d  i n v e s tm e n t s ,  t h e  
g u a r a n t e e d  t u i t i o n  p la n  o f f e r s  l o w - c o s t  t u i t i o n  a n d  a s s u r a n c e s  
f o r  t h e  f u t u r e .
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T r e a s u r e r' Robert A. Bowi 
State of Mic

D e p artment o ^ T r e a s u r y  
T r e a s u r y  Building 
P.O. Eox 15128 
Lansing, Ml 48901

State X 

Trust

= the p u r c h a s e r  of a tuition contract
MAR 29 1S£S

the i n d i v i d u a l  designated to receive the e d ucational 
b e n e f i t s  described in a t u i t i o n  contract

the ind i v i d u a l  designated to received the r e f u n d  
b e n e f i t s  described in a t u i t i o n  contract

M i c h i g a n

the Michigarv-Sducation Trust

D e a r  Mr. Bowman:

This is in r e p l y  to a ruling request, submitted on b e h a l f  
of State X, o n  the federal tax c o nsequences of a college t u i t i o n  
p r e p a y m e n t  program.

FACTS

Plan 1

U n d e r  the  ̂ pi an, A, an individual, ma k e s  a current p a y m e n t  to 
Trust, and in return. Trust contracts to arrange for four y e a r s  of 
educational s e r v i c e s  at a State X public educational institution, 
or at a private e d ucational institution wit h i n  State X. for an 
i r r evocably d e s i g n a t e d  beneficiary, B, when B matriculates. .The 
contract provides, however, that upon the occurrence of c e r t a i n  
s p e cified events a cash refund of the up-fror.t payment, l e s s  an 
administrative fee, will be made to C, a per s o n  irrevocably 
designated b y  A at the time the contract is executed. 3 and C are 
related to A  and the natural objects of A's affection. It is

State X has e n a c t e d  legislation pr o v i d i n g  for a s t a t e - c r e a t e d  
c o r p o r a t i o n  (Trust) to implement and admi n i s t e r  a college t u i t i o n  
p r e p a y m e n t  program. The program provides a choice of t w o  p l a n s  for 
the payment of tuition. The substance of these two pl a n s  is 
d e s c r i b e d  beldw.



u n d e r  t h e  law  o f  S t a t e  X a p a r e n t  i s  n o t  u n d e r  a 
t o  p r o v i d e  c o l l e g e  e d u c a t i o n .

A c a s h  r e f u n d  o n l y  w i l l  b e  made i f  ( 1 )  3  d i e s ,  ( 2 )  B i s  d e n ie d  
a d m is s io n  t o  a S t a t e  X p u b l i c  e d u c a t i o n a l  i n s t i t u t i o n ,  ( 3 )  3 
c e r t i f i e s  t h a t  h e  o r  s h e  h a s  r e a c h e d  t h e  age o f  I S  and  w i l l  n a c  
a t t e n d  a c o l l e g e  c r  u n i v e r s i t y ,  o r  ( 4 )  t h e  t u i t i o n  p re p a y m e n t  
p ro g ra m  a d m in i s t e r e d  b y  T r u s t  i s  d e t e rm in e d  t o  b e  a c t u a r i a l l y  
u n s o u n d . R e fu n d s  g e n e r a l l y  w i l l  b e  p a id  i n  f o u r  e q u a l ,  a n n u a l 
i n s t a l lm e n t s .  No r e f u n d  w i l l  b e  p r o v id e d  i f  a b e n e f i c i a r y  h a s  
c o m p le t e d  m o re  t h a n  c r .e  h a l f  t h e  c r e d i t  h o u r s  r e q u i r e d  b y  a  S t a t e  X 
e d u c a t i o n a l  i n s t i t u t i o n  f o r  a b a c h e l o r ' s  d e g r e e .

T r u s t  i s  o p e r a t e d  a u t o n o m o u s ly  b y  a b o a rd  o f  d i r e c t o r s ,  and  
t h e  b o a r d ' s  d e c i s i o n s ,  i n c lu d i n g  t h e s e  i n v o l v i n g  i n v e s tm e n t  d i s ­
c r e t i o n ,  may n o t  b e  o v e r r i d d e n  b y  a n y  s t a t e  a g e n c y . T he  b o a r d  
c o n s i s t s  c f  t h e  T r e a s u r e r  c f  S t a t e  X and  e i g h t  o t h e r  p e r s o n s  
a p p o in t e d  b y  t h e  G o v e r n o r  c f  S t a t e  X an c  a p p ro v e d  b y  i t s  l e g i s ­
l a t u r e .  T he  S t a t e  X e n a b l i n g  l e g i s l a t i o n  p r o v i d e s  t h a t  f u n d s  
c o l l e c t e d  b y  T r u s t  a r& c n o t  s u b je c t  t o  t h e  c la im s  o f  t h e  c r e d i t o r s  
o f  S t a t e  X a n d  a r e  n o t  c o n s i d e r e d  t h e  m oney  o r  common c a s h  o f  
S t a t e  X . S t a t e  X may n o t  l e a n ,  t r a n s f e r ,  o r  u s e  T r u s t ' s  f u n d s  
f o r  a n y  p u r p o s e .  T r u s t ' s  fu n d s  may o n l y  b e  u s e d  f o r  t h e  t u i t i o n  
p a ym en t o r  r e f u n d  p u r p o s e s  e x p r e s s l y  p r o v id e d  i n  t h e  e n a b l i n g  
l e g i s l a t i o n .  In c o m e  e a r n e d  and  p r o p e r t y  h e ld  by T r u s t  a r e  
e x em p t f r o m  t a x a t i o n  u n d e r  t h e  la w s  o f  S t a t e  X .
P la n  2

The f a c t s  a r e  t h e  sam e a s  i n  P la n  1 ,  e x c e p t  t h a t  t h e  p la n  
p r o v i d e s  f o r  a c a s h  r e f u n d  t h a t  may b e  s u b s t a n t i a l l y  i n  e x c e s s  
o f  A 's  u p - f r o n t  p a y m e n t .  The am oun t o f  t h e  e x c e s s  w i l l  b e  
d e t e rm in e d  b y  an  i n d e x  t i e d  t o  t h e  i n c r e a s e  i n  t u i t i o n  c o s t s  
o f  v a r i o u s  S t a t e  X i n s t i t u t i o n s  o f  h i g h e r  e d u c a t i o n .  The 
b e n e f i c i a r y  m ay a l s o  a t t e n d  an  o u t - o f - s t a t e  e d u c a t i o n a l  
i n s t i t u t i o n  f o r  w h ic h  S t a t e  X w i l l  m ake a p a ym en t b a s e d  
o n  t h e  sam e in d e x  a s  t h e  r e f u n d  c o m p u t a t i o n .

ISSU ES
-------------

( 1 )  I s  t h e  e x c e s s  c f  t h e  f a i r  m a r k e t  v a lu e  o f  t h e  e d u c a t i o n a l  
s e r v i c e s  ( c r  t h e  c a s h  r e f u n d ) when r e c e i v e d  u n d e r  t h e  c o n t r a c t  o v e r  
t h e  p a y m e n t f o r  t h e  c o n t r a c t  i n c l u d i b l e  i n  t h e  g r o s s  in c o m e  o f  th e  
b e n e f i c i a r y ,  3  ( o r  t h e  r e f u n d  d e s ig n e e ,  C ) ,  u n d e r  s e c t i o n  6 1  o f  t h e  
I n t e r n a l  R e v e n u e  C o d e ?
( 2 )  I s  t h e  in c om e  c f  T r u s t ,  e a r n e d  d u r i n g  t h e  a d m i n i s t r a t i o n  o f  
t h e  p ro g r a m , e x c lu d a b le  f ro m  g r o s s  in c om e  a s  in c om e  e a r n e d  
by a n  i n t e g r a l  p a r t  o f  S t a t e  X o r  a s  in c om e  d e r i v e d  f r o m  t h e  
e x e r c i s e  o f  an  e s s e n t i a l  g o v e r n m e n t a l f u n c t i o n  t h a t  a c c r u e s  t o  a  
s t a t e  u n d e r  s e c t i o n  1 1 5  o f  t h e  C ode?



( 3 )  H as A m s jf fc  a c om p le te '.' g i f t  c f  t h e  u p - f r o n t  p a ym en t f o r  
f e d e r a l  g i t f t g fp b t  p u r p o s e s  a t  the . “ i r e  t h e  t u i t i o n  c o n t r a c t  i s  
p u r c h a s e d ?  ?S5B*’t h e  p u r c h a s e  c f  t h e  c o n t r a c t  r e s u l t s  i n  a com ­
p le t e d  g i f t ,  i s  t h e  t r a n s f e r  e x c lu d e d  f ro m  th e  a p p l i c a t i o n  o f  
t h e  g i f t  t a x  u n d e r  s e c t i o n  2503C  e ) '2 •«  A } o f  th e  Cede a s  .an  
am oun t p a id  a s  t u i t i o n  t o  q u a l i f y i n g  e d u c a t i o n a l  o r g a n i z a t i o n ?
I f  t h e  p u r c h a s e  r e s u l t s  i n  ?. c o m p le t e d  g i f t  and  i s  n o t  e x c lu d e d  
f r o m  g i f t  t a x  l i a b i l i t y  u n d e r  s e c t i o n  2 5 0 3 ( e ) ( 2 ) ( A ) ,  d o e s  t h e  
t r a n s f e r  n e v e r t h e l e s s  q u a l i f y  a s  2 g i f t  o f  a p r e s e n t  i n t e r e s t  
i n  p r o p e r t y  e l i g i b l e  f o r  t h e  5 1 0 . 0 0 0  a n n u a l e x c lu s i o n  p r o v i d e d  
i n  s e c t i o n  2 5 0 3 ( b ) ?

LAW. RATIONALE AND 10*-CL O'CION’S ( F l a n  1 end  P la n  2 )
IS SU E  1

S e c t i o n  c i  o f  t h e  C ede p r o v id e s  t h a t  c r o s s  in c om e  m ean s a l l  
in c om e  f r o m  w h a t e v e r  s o u r c e  d e r i v e d .  S e c t i o n  1 . 6 1 - 1  o f  t h e  In c o m e  
T ax  R e g u l a t i o n s ,  i n  p a r t ,  p r o v i d e s  t h a t  g r o s s  in c om e  i n c lu d e s  t
in c om e  r e a l i z e d  i n  a r .y -^ fc rm , w h e th e r  i n  m oney , p r o p e r t y ,  o r  s e r -  ? 
v i c e s .  G r o s s  in c om e  c a n  be  r e a l i z e d  i n  t h e  f o rm ^ o f  t h e  r e c e i p t  "• 
o f  e d u c a t i o n a l  s e r v i c e s .  S ee  F u l t o n  v .  C o m m is s io n e r , T .C .M .
1 9 8 3 - 1 7 .

G r o s s  in c om e  i s  d e f i n e d  t o  e n c om p a ss  a l l  " a c c e s s i o n s  t o  
w e a l t h ,  c l e a r l y  r e a l i s e d ,  an d  o v e r  w h ic h  t h e  t a x p a y e r s  h a v e  
c o m p le t e  d o m in i o n . ’’ C o m m is s io n e r  r .  G le n sh aw  G la s s  C o . , 3 4 3  
U .S .  4 2 6 ,  4 3 1  ( 1 9 5 3 ) ,  1 9 5 5 - 1  C . 3 .  2 0 7 ,  2 0 9 .  P r o p e r t y  r i g h t s  
w i l l  n o t  becom e g r o s s  in c om e  s u b je c t  t o  t a x a t i o n  u n t i l  a g a in  . 
i s  c l e a r l y  r e a l i z e d .  E i s n e r  v .  N .acomber .  2 3 2  U .S .  1 3 9  ( 1 9 2 0 ) ,
3  C .B .  2 5 .

S e c t i o n  1C2 c f  t h e  C ede  p r o v i d e s  t h a t  c r o s s  in c om e  d o e s  n o t  
i n c lu d e  t h e  v a lu e  o f  p r o p e r t y  a c q u i r e d  b y  g i f t .  A t r a n s f e r  o f  
p r o p e r t y  i s  e x c lu d a b le  f r o m  in com e  b y  t h e  r e c i p i e n t  a s  a g i f t  i f  
t h e  p r o p e r t y  i s  t r a n s f e r r e d  o u t  o f  e d e t a c h e d  and  d i s i n t e r e s t e d  
c e n e r o s i t y .  C o m m is s io n e r  v .  D u b e r s t e i n , 3 6 3  U .S .  2 7S  >’ 1 9 6 0 ) ,  1 9 6 0 -  
2 C .B .  4 2 8 . ; : w c

When A !e x e c u t e s  t h e  c o n t r a c t  w i t h  T r u s t  and  d e s i g n a t e s  B 
and C , b o t h  j|-- ’ah d  C r e a l i s e  an a c c e s s i o n  t o  w e a l t h .  B e c a u s e  t h e  
c o n t r a c t  r i g h t s  ( p r o p e r t y )  a r e  t r a n s f e r r e d  o u t  o f  a d e t a c h e d  and  
d i s i n t e r e s t e d  g e n e r o s i t y ,  h e w a v e r . t h e  t r a n s f e r  c o n s t i t u t e s  3 g i f t  
f o r  in c om e  t a x  p u r p o s e s  and  i s  t h u s  e x c lu d a b le  f r o m  3 ’ s  an d  C ' s  
g r o s s  in c o m e . S e e  s e c t i o n  *.02 and  D u b e r s t e i n . N e i t h e r  A n o r  B n o r  
C w i l l  b e  c o n s i d e r e d  a c t u a l l y  o r  c o n s t r u c t i v e l y  t o  b e  i n  r e c e i p t  o f  
in c om e  a t  t h e  t im e  t h e  c o n t r a c t  i s  e n t e r e d  i n t o  b e tw e e n  A a n d  t h e  
T r u s t .

m



e c e i p t  o f  p r o p a r t y  b y  3  and  C i s  e x c lu d a b le
r .c c ire  u n d e r  s e c t i o n  1 0 2 .  t h a t  s e c t i o n  h a s
in c om e  ( i n c lu d i n g  g a in ' ;  r e a l i s e d  f r o m  s u c h  

p r o p e r t y  s u b s e q u e n t  t o  i t s  r e c e i p t .  S ee  s e c t i o n  1 . 1 0 2 - 1 ( a )  o f  t h e  
r e g u l a t i o n s .  T h u s , t o  t h e  e x t e n t  r .h a t  t h e  f a i r  m a r k e t  v a lu e  o f  
t h e  e d u c a t i o n a l  s e r v i c e s  r e c e i v e d  b y  S , c r  a n y  c a s h  r e f u n d  r e c e i v e d  
b y  C , u n d e r  t h e  c o n t r a c t  e x c e e d s  B ' s  o r  C ' s  b a s i s  i n  t h e  p r o p e r t y  
r e c e i v e d  b y  g i f t  f r o m  A, e i t h e r  3 o r  C w i l l  r e a l i z e  a  f u r t h e r  
a c c e s s i o n  t o  w e a l t h  a n c  t h u s  g r o s s  in c o m e . N e i t h e r  A n o r  B n o r  C , 
h o w e v e r ,  w i l l  b e  c o n s i d e r e d  a c t u a l l y  o r  c o n s t r u c t i v e l y  t o  b e  i n  
r e c e i p t  c f  in c om e  a t  a n y  t im e  b e tw e e n  t h e  d a t e  o n  w h ic h  t h e  
c o n t r a c t  i s  p u r c h a s e d  b y  A and  t h e  c a t e  o n  w h ic h  e i t h e r  B r e c e i v e s  
e d u c a t i o n a l  s e r v i c e s  o r  C r e c e i v e s  a c a s h  r e f u n d .  A w i n  n o t  b e  
c o n s i d e r e d  a c t u a l l y  o r  c o n s t r u c t i v e l y  t o  b e  i n  r e c e i p t  o f  in c om e  
when e i t h e r  3  r e c e i v e s  e d u c a t i o n a l  s e r v i c e s  c r  C r e c e i v e s  a c a s h  
r e f u n d .  A c c o r d i n g ly ,  A w i l l  n o t  r e a l i z e  in c om e~ a s  a r e s u l t  o f  h i s  
o r  h e r  i n v o lv e m e n t  i n  t h e  p ro g ra m  a s  t h e  p u r c h a s e r  c f  a  c o n t r a c t .  
( I f  A d e s i g n a t e s  h im s e l f  o r  h e r s e l f  a s  t h e  b e n e f i c i a r y  o f  t h e  
e d u c a t i o n a l  s e r v i c e s  o n , t h e  c a s h  r e f u n d ,  t h e n  t h e  in c om e  t a x  
c o n s e q u e n c e s  t o  A w i l l  b e  t h e  sam e a s  t h e  c o n s e q u e n c e s  t o  3  o r  C ) r

T o  d e t e rm in e  t h e  am oun t c f  g r o s s  in c om e  r e a l i z e d  b y  e i t h e r  B
o r  C , t h e  b a s i s  i n  th e  p r o p e r t y  m u st b e  d e t e rm in e d .

S e c t i o n  1 0 1 2  c f  t h e  C od *  p r o v i d e s  t h a t  g e n e r a l l y  t h e  b a s i s  
o f  p r o p e r t y  s h a l l  b e  t h e  c o s t  o f  s u c h  p r o p e r t y .

S e c t i o n  1 0 1 5 ( a )  o f  t h a  C ode  p r o v i d e s  t h a t  g e n e r a l l y  t h e  b a s i s  
o f  p r o p e r t y  a c q u i r e d  b y  g i f t  i s  t h e  sam e a s  i t  w o u ld  b e  i n  t h e  
h a n d s  o f  t h e  d o n o r  ( a  s u b s t i t u t e d  b a s i s ) .

B ' s  b a s i s  i n  t h e  p r o p e r t y  i s  t h e  s u b s t i t u t e d  b a s i s  o f  A , 
w h ic h  i s  A ' s  c o s t  o f  (p a y m e n t  f o r )  t h a t  c o n t r a c t .  B e c a u s e  t h e  
S t a t e  X t u i t i o n  p re p a y m e n t  p ro g ra m  i s  g e n e r a l l y  d e s ig n e d  t o  
p r o v i d e  f o r  e d u c a t i o n a l  s e r v i c e s  o v e r  a f o u r - y e a r  p e r i o d ,  B ’ s  
b a s i s  m u s t b e  r e c o v e r e d  a n n u a l l y  o v e r  t h e  f o u r - y e a r  p e r i o d  d u r i n g  
w h ic h  B rec flri»K»s, e d u c a t i o n a l  s e r v i c e s .  S e e  s e c t i o n  1 . 6 1 - 6  o f  t h e  
r e g u  1 a t  i o n s  ̂ Ip ^ h u s . when T r u s t  p r o v i d e s  e d u c a t i o n a l  s e r v i c e s  f o r  B 
a t  t h e  b e g i h ^ h g  o f  a s c h o o l  y e a r ,  S m u s t r e c o g n i z e  in c om e  t o  th e  
e x t e n t  t h a t 7 $ p p p f a £ r  m a rk e t  v a lu e  o f  t h e  e d u c a t i o n a l  s e r v i c e s  t o  
b e  r e c e i v e d  f o r  t h a t  s c h o o l  y e a r  e x c e e d s  o n e  q u a r t e r  
o f  B ' s  b a s i s .

I f  a r e f u n d  i s  r e c e i v e d  b y  C , C w i l l  r e a l i z e  g r o s s  in c o m e  t o  
t h e  e x t e n t  t h a t  t h e  am oun t r e f u n d e d  e x c e e d s  th e  a l l o c a b l e  p o r t i o n  
o f  C ' s  b a s i s .  C ' s  b a s i s  i r .  t h e  p r o p e r t y  i s  t h e  s u b s t i t u t e d  b a s i s  
o f  A . T h u s , a s s u m in g  a o n e - v e a r  t u i t i o n  i n s t a l lm e n t  i s  r e f u n d e d  
t o  C , t h e n  o n e  q u a r t e r  o f  C ' s  s u b s t i t u t e d  b a s i s  i s  s u b t r a c t e d  f ro m  
s u c h  r e f u n d  t o  d e t e rm in e  " h e  am oun t c f  t h e  r e f u n d  i n c l u d i b l e  i n  
C ' s  g r o s s  in c o m e .



T r u s t  was c r e a t e d  a s  a c o r p o r a t i o n  t o  o p e r a t e  i n d e p e n d e n t ly  
f r o m  S t a t e  X u n d e r  a n  a p p o in t e d  b o a r d  o f  d i r e c t o r s .  D e c i s i o n s  b y  
T r u s t ' s  b o a rd  o f  d i r e c t o r s ,  i n c lu d i n g  t h o s e  i n v o l v i n g  in v e s tm e n t  
d i s c r e t i o n ,  may n e t  be o v e r r i d d e n  b y  a n y  s t a t e  a g e n c y . T r u s t ' s  
f u n d s  a r e  n o t  d e r i v e d  f ro m  S t a t e  X o r  o n e  o f  i t s  p o l i t i c a l  
s u b d i v i s i o n s ,  an d  b y  s t a t u t e  a r e  n o t  s u b je c t  t o  t h e  c la im s  
o f  S t a t e  X c r e d i t o r s  and a r e  n o r  c o n s i d e r e d  s t a t e  m oney  o r  
common c a s h  c f  t h e  s t a t e .  S t a t e  X may n o t  l o a n ,  t r a n s f e r ,  o r  u s e  
T r u s t ' s  fu n d s  f o r  a n y  p u r p o s e .  T r u s t ' s  f u n d s  may o n l y  b e  u s e d  b y  1 
T r u s t  f o r  t h e  t u i t i o n  j^ a ym en t c r  r e f u n d  p u r p o s e s  e x p r e s s l y  
p r o v id e d  i n  t h e  e n a b l i n g  l e g i s l a t i o n .  T h e s e  f a c t o r s  i n d i c a t e  t h a t :  
T r u s t  i s  n e t  an i n t e g r a l  p a r t  o f  S t a t e  X o r  o n e  o f  i t s  p o l i t i c a l  
s u b d i v i s i o n s .  T h e r e f o r e ,  T r u s t ' s  in c o m e , u n le s s  o t h e rw i s e  
e x c lu d e d  b y  s t a t u t e ,  i s  s u b je c t  t o  f e d e r a l  in c om e  t a x .

S e c t i o n  1 1 5 ( 1 )  o f  t h e  C ode p r o v i d e s ,  i n  p a r t ,  t h a t  g r o s s  
in c om e  d e e s  n o t  i n c lu d e  in c om e  d e r i v e d  from , t h e  e x e r c i s e  o f  a n y  
e s s e n t i a l  g o v e r n m e n t a l f u n c t i o n  t h a t  a c c r u e s  t o  a s t a t e  o r  a n y  
p o l i t i c a l  s u b d i v i s i o n  o f  a s t a t e .

T o  q u a l i f y  u n d e r  s e c t i o n  1 1 5 ,  i t  m u s t b e  e s t a b l i s h e d  t h a t  t h e  
in c om e  d o e s  n o t  s e r v e  p r i v a t e  i n t e r e s t s  s u c h  a s  d e s i g n a t e d  
i n d i v i d u a l s ,  s h a r e h o ld e r s  c f  o r g a n i z a t i o n s ,  c r  p e r s o n s  c o n t r o l l e d ,  
d i r e c t l y  o r  i n d i r e c t l y  b y  s u c h  p r i v a t e  i n t e r e s t s .  T h u s , e v e n  i f  
t h e  in c om e  s e r v e s  a p u b l i c  i n t e r e s t ,  t h e  r e q u i r e m e n t s  o f  s e c t i o n  
1 1 5  a r e  n o t  s a t i s f i e d  i f  t h e  in c om e  a l s o  s e r v e s  a p r i v a t e  i n t e r e s t  
t h a t  i s  n o t  i n c i d e n t a l  t o  t h e  p u b l i c  i n t e r e s t .  The b a s i c  
p r i n c i p l e  u n d e r ly i n g  s e c t i o n  1 1 5  i s  t h a t  p r o p e r t y  ( i n c l u d i n g  a n y  
in c om e  t h e  r e  qrj.}*; m u s t be d e v o t e d  t o  p u r p o s e s  w h ic h  a r e  c o n s i d e r e d  
b e n e f i c i a l  c om m un ity  i n  g e n e r a l ,  r a t h e r  t h a n  p a r t i c u l a r
i n d i v i d u a l s .  '

T r u s t  p r o v i d e s  5  w i t h  a d i r e c t  e c o n o m ic  b e n e f i t  i n  t h e  fo rm  
o f  e d u c a t i o n  t h e  v a lu e  o f  w h ic h  i s  e x p e c t e d  t o  be s u b s t a n t i a l l y  i n  
e x c e s s  o f  t h e  u p - f x ’ o n t  p a y m e n t . M o r e o v e r ,  t h i s  b e n e f i t  i s  
a v a i l a b l e  o n ly  t o  t h o s e  p e r s o n s  s u c h  a s  B who a r e  b e n e f i c i a r i e s  o f  
a c o n t r a c t .  T h u s , th e  r e q u i r e m e n t s  o f  s e c t i o n  1 1 5  a r e  n o t  
s a t i s f i e d  and  t h e  in c om e  c f  T r u s t ,  e a r n e d  d u r i n g  a d m i n i s t r a t i o n  o f

I

s p e c i f i c  s t a t u t o r y  a u t h o r i t y  f o r  t a x i n g  s u c h  in c o m e . S e e  R e v ,
R u l .  3 7 * 2 ,  1 9 S 7 - 2  I . R . 5 .  4 ,  h o ld i n g  t h a t  a t r u s t  a c c o u n t  fu n d  
c r e a t e d ,  s u p e r v i s e d ,  an d  c o n t r o l l e d  b y  a s t a t e  S u p rem e  C o u r t  i s  an  
i n t e g r a l  p a r t  o f  a s t a t e  and  i s  t h e r e f o r e  n o t  s u b je c t  t o  f e d e r a l  
in c om e  t a x .
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:h e  p ro g ra m ,.^ L -^ in o t  e x c lu d a b le  f ro m  i t s  g r o s s  in c o m e . H ow e v e r , 
p a y m e n ts  m a d ^ S a jS & r t h e  c o n t r a c t  e n t e r e d  i n t o  b e tw e e n  A and  T r u s t ,  
an d  a n y  c o n t ih i& u t io n s  t h a t  S t a t e  X r i g h t  m ake t o  T r u s t ,  a r e  
e x c lu d a b le  f ro m  t h e  g r o s s  in c om e  o f  T r u s t .
IS SU E  3

S e c t i o n  2 5 0 1 ( a ) ( 1 )  01 
o f  p r o p e r t y  b y  g i f t .

t h e  C ode  im p o s e s  a t a x  on  t h e  t r a n s f e r

S e c t i o n  2 5 1 1 ( a )  o f  t h e  C ode p r o v i d e s  t h a t  t h e  f e d e r a l  g i f t  
t a x  s h a l l  a p p ly  w h e t h e r  a t r a n s f e r  i s  i n  t r u s t  o r  o t h e r w i s e ,  
w h e th e r  t h e  g i f t  i s  d i r e c t  o r  i n d i r e c t ,  an d  w h e th e r  t h e  p r o p e r t y  
i s  r e a l  o r  p e r s o n a l ,  t a n g i b l e  c r  i n t a n g i b l e .

S e c t i o n  2 5 . 2 5 1 1 - I ( h 1 ( 3 )  o f  che G i f t  T a x  R e g u la t i o n s  p r o v i d e s  
t h e  f o l l o w i n g  e x a m p le  r e g a r d i n g  t h e  i n d i r e c t  t r a n s f e r  o f  p r o p e r t y .

T he  p a ym en t gj> m o r s y  o r  t h e  t r a n s f e r  o f  p r o p e r t y  
t o  [X ]  i n  c o n s i d e r a t i o n  o f  [ X ' s ]  p r o m is e  t o  r e n d e r  a  
s e r v i c e  t o  [ Y ]  i s  a g i f t  t o  [ Y ] ,  o r  t o  b o t h  [X ]  a n d  [ Y ] ,  
d e p e n d in g  o n  v jh e t h e r  t h e  s e r v i c e  t o  b e  r e n d e r e d  t o  [ Y ]  
i s  o r  i s  n e t  an a d e q u a t e  and  f u l l  c o n s i d e r a t i o n  i n  m oney  
o r  m o n e y 's  w o r t h  f o r  t h a t :  w h ic h  i s  r e c e i v e d  b y  [ X ] .
S e c t i o n  2 5 . 2 5 1 1 - 2 ( b )  c f  t h e  r e g u l a t i o n s  p r o v i d e s  t h a t  a g i f t  

b e c om e s  c o m p le t e ,  an d  t h u s  s u b je c t  t o  t h e  g i f t  t a x ,  a t  s u c h  t im e  
a s  t h e  d o n o r  h a s  s c  p a r t e d  w i t h  d o m in io n  a n d  c o n t r o l  a s  t o  le a v e  
t h e  d o n o r  n o  p ow e r t o  c h a n g e  t h e  d i s p o s i t i o n  c f  t h e  t r a n s f e r .

A t r a n s f e r s  m oney  t o  T r u s t  i n  c o n s i d e r a t i o n  f o r  T r u s t ' s  
p r o m is e  t o  p r o v i d a ,  a t  sem e f u t u r e  t im e ,  e d u c a t i o n a l  s e r v i c e s  o n  
b e h a l f  o f  B o r  a c a s h  r e f u n d  t c  C . B e c a u s e  t h e  d e s i g n a t i o n s  
o f  3  an d  C a r e  i r r e v o c a b l e ,  A p a r t s  w i t h  d o m in io n  a n d  c o n t r o l  
e v e r  t h e  m oney t r a n s f e r r e d  t o  ‘i r u s t .  T h u s , t h e r e  i s  a c o m p le t e d  
g i f t  f o r  f e d g r ' a l ^ g i f t  t a x  p u r p o s e s  a t  t h e  t im e  t h e  c o n t r a c t  i s  
p u r c h a s e d ,  jjg^e. s e c . t i o n  2 5 . 2 5 1 1 - 2 ' b )  o f  t h e  r e g u l a t i o n s .

. e ) ( 2 ) ( A ) c f  t h e  C ode e x c lu d e s  f r o m  t h e  a p p l i c a -  
J ta x  an y  am o u n ts  p a id  c n  b e h a l f  o f  an  i n d i v i d u a l

S e c t i o  
t i o n  c f  t h e
a s  t u i t i o n  t o '  ah  e d u c a t i o n a l  o r g a n i s a t i o n  d e s c r i b e d  i n  s e c t i o n  
1 7 0 ( b ) ( 1 ) ( A ) { i i ) f o r  th e  e d u c a t i o n  o r  t r a i n i n g  o f  s u c h  i n d i v i d u a l ,  
An e d u c a t i o n a l  o r g a n i z a t i o n  d e s c r i b e d  in  s e c t i o n  l / 0 ( b ) ( 1 ) (A  ) ( i i  ) 
i s  an  o r g a n i z a t i o n  w h ic h  n o r m a l l y  m a in t a i n s  a r e g u l a r  f a c u l t y  and  
c u r r i c u lu m  an d  n o r m a l l y  h a s  2 r e g u l a r  e n r o l l e d  b o d y  o f  p u p i l s  o r  
s t u d e n t s  i n  a t t e n d a n c e  a t  t h e  p la c e  w h e re  i t s  e d u c a t i o n a l  
a c t i v i t i e s  a r e  r e g j l a r l y  c a r r i e d  o n .  S e c t i o n  2 5 . 2 3 0 3 - 6 ( b ) ( 2 )  o f  
t h e  r e g u l a t i o n s .

m m .



t h a t  t o  q u a l i f y ?  f o r  t h e  g i f t  t = : :  e x c l u s i o n  u n d e r  s e c t i o n  2 5 0 3 ( a ) -
( 2 ) ( A ) ,  t h e  p a y m e n t m u s t h a  - ’ a c e  d i r e c t l y  t o  an  e d u c a t i o n a l  
o r g a n i z a t i o n .  T he  d e t e r m i n a t i o n  o f  w h e t h e r  a t r a n s f e r  c o n s t i t u t e s  
a p a ym en t o f  t u i t i o n  m ace  d i r e c t l y  ho an  e d u c a t i o n a l  o r g a n i z a t i o n  
i s  made w hen  t h e  g i f t  b e c o m e s  c o m p le t e  f o r  g i f t  t a x  p u r p o s e s .

S e c t i o n  2 5 .  2 5 C 2 - 6 ( c  ) ,  E x am p le  2 ,  o f  t h e  r e g u l a t i o n s  c o n s i d e r s  
a s i t u a t i o n  w h e re  a d o n o r  m ake s  a c o m p le t e d  g i f t  o f  p r o p e r t y  t o  a
t r u s t ,  t h e  t e rm s  o f  w h ic h  r e q u i r e  t h e  fu n d s  t o  b e  u s e d  f o r  t u i t i o n
e x p e n s e s  i n c u r r e d  b y  t h e  d o n e r ’ s  g r a n d c h i l d r e n .  The e x a m p le  
c o n c lu d e s  t h 3 t  t h e  c o m p le t e d  g i f t  i s  n o t  a  d i r e c t  t r a n s f e r  t o  an  
e d u c a t i o n a l  o r g a n i s a t i o n  and  t h e r e f o r e  d o e s  n o t  q u a l i f y  f o r  t h e  
s e c t i o n  2 5 0 3 ( e ) ( 2 ) ( A )  e x c l u s i o n .

A lt h o u g h  t h e  p a ym en t m ace b y  A t o  T r u s t  i s  a c o m p le te d  g i f t ,  
T r u s t  i s  n o t  an  e d u c a t i o n a l  o r g a n i z a t i o n  w i t h i n  t h e  m e an in g  o f  
s e c t i o n  2 5 0 3 ( e ) ( 2 ) (A )  o f  t h e  C od e . T h u s , t h e  p a ym en t b y  A t o  £ 
T r u s t  i s  n o t  e x c lu d e d  -e-tem t h e  a p p l i c a t i o n  o f  t h e  g i f t  t a x  u n d e r  -.H 
s e c t i o n  2 5 0 3 ( e ) ( 2 ) ( A ) .  '*• §

S e c t i o n  2 3 0 3 ( b )  o f  t h e  C ode  e x c lu d e s  f r o m  t h e  a p p l i c a t i o n  
o f  t h e  g i f t  t a x  t h e  f i r s t  5 * 0 , 0 0 0  o f  g i f t s  c f  p r e s e n t  i n t e r e s t s
i n  p r o p e r t y  made t o  a n y  p e r s o n  d u r in g  t h e  c a le n d a r  y e a r .  An
i n t e r e s t  c o n s t i t u t e s  a p r e s e n t  i n t e r e s t  i n  t h e  t r a n s f e r r e d  
p r o p e r t y  o n l y  i f  t h e  b e n e f i c i a r y  i s  e n t i t l e d  t o  an  u n r e s t r i c t e d  
r i g h t  t o  t h e  im m e d ia te  u s e ,  p o s s e s s i o n ,  o r  e n jo y m e n t  o f  t h e  
p r o p e r t y  u n d e r  t h e  t e rm s  o f  t h e  t r a n s f e r .  S ee  s e c t i o n  2 5 . 2 5 0 3 -  
3 ( b )  o f  t h e  r e g u l a t i o n s .

B ' s  o r  C ' s  u s e  o r  e n jo y m e n t  o f  t h e  p a ym en t made t o  T r u s t  b y  
A w i l l  b e  d e la y e d  u n t i l  s u c h  t im e  .is  T r u s t  p r o v i d e s  e d u c a t i o n a l  
s e r v i c e s  f o r  B , c r  u n t i l  s u c h  t im e  a s  a r e f u n d  i s  made t o  C . 
T h e r e f o r e ,  A ' s  p a y m e n t d o e s  n o t  c o n s t i t u t e  a g i f t  o f  a p r e s e n t  
i n t e r e s t  i r .  p r o p e r t y ,  an d  .is  n o t  e l i g i b l e  f o r  t h e  $ 1 0 , 0 0 0  a n n u a l 
e x c l u s i o n  uns5fer s e c t i o n  2 3 0 3 f b )  c f  t h e  C e d e .

■ W I p :
T h e  a b f e ^ e c o n c lu s i o n s  a r ?  b a s e d  s o l e l y  on  t h e  f a c t s  an d  t h e  

r e p r e s e n t a t . i i b i i | ; $ e t . . f o r t h  a b o v e . A ls o ,  e x c e p t  a s  s p e c i f i c a l l y  
r u l e d  u p c n  a b o v e ,  n o  o p i n i o n  i s  e x p r e s s e d  r e g a r d in g  th e  f e d e r a l  
t a x  c o n s e q u e n c e s  c f  t h e  t r a n s a c t i o n  d e s c r i b e d  a b o v e  u n d e r  a n y  
o t h e r  p r e v i s i o n s  o f  t h e  C o d a .



I n  a c c o r§ $ |r |c ?  w i t h  th e  p ow e r o f  a t t o r n e y  on  f i l e  i n  t h i s  
o f f i c e ,  we a r d '^ e h d in g  a c o p y  o s  t h i s  r u l i n g  t o  y o u r  a u t h o r i z e d  
r e p r e s e n t a t i v e . j

S i n c e r e l y ,

M a r i o  £ . L om b a rd o
D i r e c t o r ,  I n d i v i d u a l  T ax  D i v i s i o n



REQUEST: F I S C A L  N O T E

Revision Dais: '___________
Tide: A la s k a  E d u c a t i o n  T r u s t  F u n d

Sponsor: K e r t t u l a  a n d  K e l l y
Requestor: S e n a t e  R u le s _________

Agency Affected: . U n i v e r s i t y  o f  A l a s k a  
B R IJ : S t a t e w i d e  P r o g r a m s  a n d  

S e r v i c e s  
Components • ___________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACrUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

6 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4

TOTAL OPERATING 6 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4

CAPITAL

R E V E N U E

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

6 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4

£ 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4 6 2 . 4
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

1 1 1 1 1 1

ANALYSIS : (Attach a separate page if necessary)

P e r s o n a l  s e r v i c e s  i n c lu d e  o n e  p r o f e s s i o n a l  p o s i t i o n  a t  
r a n g e  7 9 .

Prepared b y : _________________ ,
Division:- S e n a t o r  A r l i s s u le w s k i

C h a i r ,  S e n a t e  R u le s ”  c o m m i t t e e
Approved by Commissioner: 

Agency: _ ______________

^  4 6 5 - 3 8 1 8Phone:--------- ------------------
Dale: F e h . 1, 19.90.

D ate:_________________

Distribution (byprepaier): ,  chanaes inOSSX l i t
LegistibYe Finance h a v e  n o  a s c a l  i o p a c i ?  1
Legislative Sponsor T h is  f i s c a l  * .
Requestor a p p r o p r i a t e .  / J \ J \ ^ y f
Office of Management and Budge U v\
Impacted Agency(ies) page. . f  _ L



\ '

*

.« » .«  f i s c a l  n o t eR E Q U E S T : ____________________

I STATE O F  A LA SKA
1 9 9 0  L E G IS L A T IV E  SE SS IO N

Revision Date:________________________________  Airenev AfTmM • D e p t ,  o f  R e v e n u e
Title: A la s k a  e d u c a t i o n  t r u s t  f u n d BRU . T r e a s u r y

Sponsor: __S e n . K F > T - t - t - n 1  a
Requestor: Components

EXPENDITURES/REVENUES: CHiousandsofDollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

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

0 0 0 0 0 0
n 0 n 0 0

4 5 . 0 8 4 . 0 r  1 2 7 . 0 1 7 4 . 0 2 2 5 . 0 2 q q . n
0 0 n n 0 n
n 0 _ Q _ o n n
n n n . n n n
n n n n ... 0 ... b
0 ... . ..0 ... 0 L _  0___ 0 0

TOTAL OPERATING 4 5 . 0 OO • o 1 2 7 . 0 1 7 4 . 0 2 3 5 . 0 2 9 9 . 0

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

n 0 n _ n ... n n
n n n n n n

4S . 0 R4 ..n 1 2 7 . 0 1 7 4 . 0 2 7 5  . n 7 Q q n
— — ____—0-------- 1 7 7 . 0 ____ 1 7 4  n 2 9 9 .U

POSIT IONS :

ANALYSIS : (Attach a separate page if necessary)

FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 0 0

Prepared b y . ------
Division :• S e n a t o r  A r l i s s  S t u r V u le w s k i

C h a i r ,  S e n a t e  R u le s  C o m m it te e
Approved by Commissioner: -
Agency:_____________

1 a n ?  z s m f c * )
T h is  f i s c a l  n o t e  i s  
a p p r o p r i a t e

—  Phone: 4 6 5 - 3 8 1 B _____
  Date: F e b . 1 ,  1 9 9 0

Date:

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



Alaska Education Truat Fund’’Si ,* "£ w ’j  ̂ .fc
Investment Management Expenses

3  . f  *
(3)

t l  H l l l l o n a )

Permanent
Fiscal Beginning Fund Average Ending
Year Balance blvldenda Contributions Balance Earnings Balance

•
FX90 FI91 
FJ92 
FI93

Common
Securities Stock Performance 
Safekeeping Management Measurement Audit Total 

P e e s   Fees Fees Fees

0 460 23 14 1 24 1 22 12 10 45

24 477 • 24 39 3 51 2 60 12 10 34

51 471 24 66 5 00 3 102 12 10 127

eo 446 23 95 8 111 5 147 12 10 174

Hotes:
1. column 6, prior year
2. From ’Revenue Sources,* Fall 1986, Department of Revenue
3. St of column 2, assuming 5% participation by dividend recipients} Initial participation In a similar Florida program was .37% 

ot the population
4. Cplumn 1 + (7.5/12)(Column 3) assuming transfer to trust fund occurs on average on November 15» also asaumea no payouts during 

first four years of the program

5. 8% x column 4
6. column 1 + column 3 ♦ Column 3
7. column 4 x 5.25f/|l000 per contract
8. Column 4 x .31% per contract x 50% asset allocation to common stocks

9. Per contract 1
10. Treasury Division estimate
11. Columns 7 + 8 * 9 .

7?



BILL VERSION: HCS CS SB 136
PUBLISH DATE: ____________ i __

FISCAL NOTE
REQUEST

R e v is ion  Date: A p r i l  25. 1990_________
T i t l e :  An A c t  e s ta b l is h in g  the Alaska

edu ca tion  t r u s t  fund___________________
Sponsor: KERTTULA. K e l ly ,  e t  al_______
Requestor: House Finance_________________

Agency A f fe c te d :  Revenue
BRU: Permanent Fund D iv idend D iv is io n

Components: Permanent Fund D iv idend
______________ D iv is io n ___________________

EXPENDITURES/REVENUES: (Thousands o f  Dol a rs )
FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

OPERATING
PERSONAL SERVICES 24.1 11.9 11.9 11.9 11.9 11.9
TRAVEL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
CONTRACTUAL 15.9 15.9 15.9 15.9 15.9 15.9
SUPPLIES 0.2 0 .2 0 .2 0 .2 0.2 0.2
EQUIPMENT - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
LANDS & STRUCTURES - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
GRANTS, CLAIMS - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
MISCELLANEOUS . .. ................. - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

TOTAL OPERATING 40.2 28.0 28.0 28.0 28.0 28.0

CAPITAL - o - - 0 - - 0 - - o - - 0 - - 0 -

| REVENUE - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

FUNDING: (Thousands o f  D o l la rs )
GENERAL FUND - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
FEDERAL FUNDS - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
OTHER (PFD) 40.2 28.0 28.0 28.0 28.0 28.0
total 40.2 28.0 28.0 28.0 28.0 28.0

POSITIONS:
FULL-TIME - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
PART-TIME 3 2 2 2 2 2
TEMPORARY - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

ANALYSIS: See A ttached .

Prepared By: 
D iv is io n :  Perma

Approved by Commlsslo, 
Agency:  RgygflfliL

und D1 y/dancHft'VT slon

" 7 — 7 “
D i s t r i b u t i o n  (by p r e p a re / ) :  

L e g is la t i v e  Finance 
L e g is la t i v e  Sponsor 
Requestor
O f f ic e  o f  Management and Budget 
Impacted A g encyde s )

Phone: 465-2323
Date: A p r i l  25. 1990

Date: ! Q  y .

page 1 o f



REQUESI
R e v is io n  Date: February  5. 19.91)-------------
T i t l e :  An A c t  e s ta b l i s h in g  the  A laska

edu c a t io n  t r u s t  fu n d _----------------------
S p onsor: K e r t t u la  and Ke11v » sturgulewski
R e q u e s t o r _____________________________

Agency A f fe c te d :  Revenue
BRU: Permanent Fund D iv id e n d  D iv is io n

Components: Permanent Fund D iv id end  
___________ Dlyls.lon_______________

EXPENDITURES/REVENUES: (Thousands o f  Do ll a rs )
FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

OPERATING
PERSONAL SERVICES 24.1 11.9 11.9 11.9 11.9 11.9
TRAVEL - 0 - - 0 - - 0 - - 0 -  • - 0 - - 0 -
CONTRACTUAL 5.0 5 .0 5 .0 5 .0 5 .0 5 .0
SUPPLIES 0.2 0.2 0 .2 0 .2 0 .2 0 .2
EQUIPMENT - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
LANDS & STRUCTURES - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
GRANTS, CLAIMS - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
MISCELLANEOUS - 0 - - 0 - - 0 -  • - 0 - - 0 - - 0 -

TOTAL OPERATING 29.3 17.1 17.1 17.1 17.1 17.1

| _ ___ CAPITAL

I revenCE

- 0 - | - o -  | - 0 -  | - 0 -  | - 0 -  | - 0 -
| _0 _ | - o -  | - 0 -  | - 0 - - 0 - - 0 -

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

POSITIONS:

- 0 -
- 0 -

29.3
29.3

- 0 -
17.1
17.1

- 0 -
- 0 -

17.1
17.1

- 0 -
- 0 -

17.1
17.1

- 0 -
- 0 -

17.1
17.1

- 0 -
- 0 -

17.1
17.1

FULL-TIME - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
PART-TIME 3 2 2 2 2 2

...TEMPORARY ... ^ - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

ANALYSIS: See A t ta c h

Prepared By: E rv in  ^ones
D iv i s i o n :  Permane t  Fund

Approved by Commission 
Agency: Reven

D i s t r i b u t i o n  (by p r e p a re r ) :  
L e g is l a t i v e  Finance 
L e g is la t i v e  Sponsor 
Requestor
O f f i c e  o f  Management and Budget 
Impacted A g e n c y d e s )

Phone
Date:

465-2323

Date:

: ^ b r u a r v  5, 1990
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