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

House of Representatives 
C o m m itte e  o n  S t a t e  A f f a i r s

MEMORANDUM

To: Senate State Affairs Committee Members
From: Representative H.A. "Red" Boucher, Chair'fqgfL

House State Affairs Committee
Subject: HB 511 - $1.5 Million Reimbursement to the Dividend Fund.
Date: April 25 1990

The Commission on the Future of the Permanent Fund found, through 
considerable public testimony, that the public objected to the use of 
Dividend funds to pay for general government programs such as the 
Violent Crimes Compensation Fund, the Sex Offender Treatment 
Program and Felon Gate Money.
The intent of HB 511 is to reimburse the people of Alaska for those 
deductions made from their Dividend Checks in 1989. To accomplish 
this reimbursement, HB 511 makes an immediate appropriation from 
the General Fund to the Dividend Fund of $1.5 million.
Background
In 1988, the legislature passed CSHB 245 which denied a dividend 
check td incarcerated felons. The Superior Court ruled in July of 1989 
that withholding felon's dividend checks was unconstitutional, and 
until the issue could be resolved on appeal, the Court placed those 
Dividend checks in a trust fund.
If the state wins the appeal, the Dividend Fund will receive the trust 
money back. Resolution of this case, however, may not occur until 
after the 1990 checks are distributed. HB 511 ensures that the 1990 
dividend checks are credited for the amount deducted in 1989.
If the state wins the appeal, $1.5 million of the trust money plus 
interest will be deposited in the General Fund. The balance of the 
trust money would be deposited in the Dividend Fund. If the State
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Supreme Court upholds the ruling of the Superior Court, thi. elons 
will receive a 1989 dividend check from the Trust Fund.
A summary of HB 511 and the disposition of the trust funds is 
attached.



Figure i :  H o u s e  B i l l  5 1 1 - $ 1 . 5  M i l l i o n  A p p r o p r i a t i o n  t o  t h e  D i v i d e n d  F u n d

1989 Legislative Appropriation 
$1.5 Million for:
Violent Crimes Compensation 
Fund, Sex Offender Treatment 
Program and Felon Gate Money

DIVIDEND
FUND1989 Permanent 

Fund Earnings

TRUST FUND 
(Anthonv v. State) 
Number of 
incarcerated Felons ! 
multiplied by 
$873.16.

1989 Dividend 
Payment $873.16, 
$2.89 Deducted 
from each check 
to pay for the 
Appropriation.

HOUSE BILL 511 - What it does,

$1.5 Appropriation 
Immediately from 
the General Fund to 
the Dividend Fund.

1990 Dividend Fund 
Increased by $1.5 
Million.

1990 Dividend 
Payment.
Each check is 
credited $2.89.

Alternative #2 (Felons win appeal.)Alternative #1 (State wins appeal.)

TRUST FUND 
About $2 MillionGENERAL FUND 

reimbursed $1.5 
Million plus interest,

TRUST FUND 
$1,904,361.00 plus 
interest at 10.5%. 
(About $2 Million) Felons who applied 

for the 1989 Dividend 
receive $873.16 plus 
interest at 10.5%.

DIVIDEND FUND 
receives the 
remaining funds in 
the Trust Fund. 
(About $500,000)



NOTES;
Please see next two pages.

Sponsor: Boucher + 31 
House Vote: 39 Yeas 0 Nays

HB 511, $1.5 mil appropriation to Dividend fund. 
TO TESTIFY:
Representative Boucher
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-  I n  1 9 8 8 ,  l e g i s l a t u r e  p a s s e d  CSHB 2 4 5  w h i c h  d e n i e d  
d i v i d e n d s  t o  i n c a r c e r a t e d  f e l o n s

-  T h e  l e g i s l a t u r e  a p p r o p r i a t e d  $ 1 . 5  m i l l i o n  o f  t h a t  
d i v i d e n d  m on e y  t o  p a y  f o r  V i o l e n t  C r im e s  
C o m p e n s a t i o n  F u n d ,  S e x  O f f e n d e r  T r e a t m e n t  P r o g r a m ,  
a n d  F e l o n  G a t e  M on ey

-  S u p e r i o r  C o u r t  (A n t h o n y  v .  S t a t e )  r u l e d  w i t h h o l d i n g  t h o s e  
c h e c k s  w a s  u n c o n s t i t u t i o n a l

U n t i l  t h e  i s s u e  c a n  b e  r e s o l v e d  o n  a p p e a l ,  t h e  C o u r t  p l a c e d  
t h e  d i v i d e n d  m on e y  ( $ 2 . 0  m i l l i o n )  i n  a  t r u s t  f u n d  
( $ 8 7 3 . 1 6  X # o f  f e l o n s )

-  HB 5 1 1  w o u l d  a p p r o p r i a t e ,  f r o m  t h e  G e n e r a l  F u n d ,  $ 1 . 5  
m i l l i o n  b a c k  t o  t h e  D i v i d e n d  F u n d

-  T h a t  m o n e y  w i l l  a p p e a r  a s  a  c r e d i t  o n  e a c h  1 9 9 0  d i v i d e n d  
c h e c k  ( a b o u t  $ 2 . 8 9 )

-  Y o u  s h o u l d  n o t e  t h a t  t h e  H o u s e  a m e n d e d  t h i s  b i l l  t o  c l a r i f y  
t h e  d i s p o s i t i o n  o f  i n t e r e s t  e a r n i n g s  o n  t h e  m o n e y  i n  t h e  
t r u s t ;  p a g e  2 ,  l i n e s  2 8 - 2 9 ,  a n d  p a g e  3 ,  l i n e  1 .

A f t e r  " A c t " ,  p a g e  2 ,  l i n e  2 8

A dd ed  " p l u s  t h e  a c t u a l  i n t e r e s t  a c c r u e d  o n  t h a t  a m o u n t  f r o m  
t h e  e f f e c t i v e  d a t e  o f  s e c .  3 o f  t h i s  A c t  u n t i l  t h e  
e f f e c t i v e  d a t e  o f  t h i s  s e c t i o n "

P o i n t ;  UNDER THE CO N D IT IO N  THE STATE W INS

I n t e r e s t  e a r n e d ,  f r o m  t h e  t i m e  m on e y  
w a s  p l a c e d  i n  t h e  T r u s t  t o  t h e  t i m e  m on e y  i s  
a p p r o p r i a t e d  t o  t h e  g e n e r a l  f u n d ,  w i l l  g o  t o  t h e  
D i v i d e n d  F u n d

I n t e r e s t  e a r n e d ,  a f t e r  t h a t  p o i n t  t o  w hen  t h e  
c a s e  i s  r e s o l v e d  i n  f a v o r  o f  t h e  s t a t e ,  w i l l  g o  
t o  t h e  G e n e r a l  F u n d

P o i n t ;  I F  THE STATE LOSES

I f  t h e  s t a t e  l o s e s ,  i n t e r e s t  a c c u r e d  i n  t h e  T r u s t  
w o u l d  g o  t o  t h e  f e l o n s

Q : W h a t  h a p p e n s  i f  t h e  s t a t e  w i n s  o n  a p p e a l ?

A : I f  t h e  s t a t e  w i n s  o n  a p p e a l ,  $ 1 . 5  m i l l i o n  + i n t e r e s t  w i l l  
r e p a y  t h e  G e n e r a l  F u n d ,  a n d  $ 5 0 0 , 0 0 0  w i l l  g o  t o  t h e  
D i v i d e n d  F u n d



Q: I t  l o o k s  l i k e  t h e  D i v i d e n d  F u n d  i s  l o s i n g  $ 1 . 5  m i l l i o n  
s i n c e  $ 2 . 0  w a s  t a k e n  a n d  pu t :  i n  a  t r u s t  f u n d .  I t  l o o k s  
l i k e ,  i f  t h e  s t a t e  p r e v a i l s  i n  t h e  l a w s u i t ,  $ 1 . 5  g o e s  
t o  t h e  G e n e r a l  F u n d  t o  p a y  i t  b a c k ,  a n d  o n l y  $ 5 0 0 , 0 0 0  
g o e s  t o  t h e  D i v i d e n d  F u n d ?

A : T h e  l e g i s l a t u r e s  o r i g i n a l  i n t e n t  w a s  t o  u s e  t h a t  m on e y  f o r  
c e r t a i n  p r o g r a m s .  T h a t  i s  m on e y  t h e  D i v i d e n d  F u n d  w o u ld  
n o t  h a v e  g o t t e n  a n d  k e p t  a n y w a y  -  i n  f a c t ,  t h e  D i v i d e n d  
F u n d  g e t s  a  w i n d f a l l  o f  $ 5 0 0 , 0 0 0 .

T h e  l e g i s l a t u r e  c o u l d  a lw a y s  r e a p p r o p r i a t e  t h a t  m on e y  
b a c k  i n t o  t h e  D i v i d e n d  F u n d  t o o .

Q : W h a t  h a p p e n s  i f  t h e  s t a t e  l o s e s ?

$ 2 . 0  m i l l i o n  g o e s  t o  t o  f e l o n s  + i n t e r e s t  
GF n o t  r e i m b u r s e d

Sum m ary

-  L e g  A p p r o p r i a t e s  $ 1 . 5  M i l l i o n  f r o m  D i v i d e n d  F u n d  < $ 1 . 5 >
-  R u l e d  U n c o n s t i t u t i o n a l

-  $ 2 . 0  M i l l i o n  P l a c e d  I n  T r u s t

-  HB 5 1 1  a p p r o p r i a t e s  $ 1 . 5  t o  D i v i d e n d  F u n d

-  S t a t e  P r e v a i l s  i n  C o u r t ,  $ 1 . 5  g o e s  t o  G e n e r a l  F u n d  
$ 5 0 0 , 0 0 0  g o e s  t o  D i v i d e n d  F u n d

-  S t a t e  L o s e s ,  $ 2 . 5  G o e s  t o  F e l o n s




