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STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION: CS SB 346 (SA)

PUBLISH DATE: ___________________

FISCAL NOTE

REQUEST
Revision Date:. 
T it le: An Act

April 4. 1990
notice on value of PFD

relating to pubi ic
Agency Affected: Revenue

Sponsor: DUNCAN
Requestor:.

BRU: PeriTiaricnt Fund Pividend’fl ivision
Components: Permanent Fund Dividend
___________Pivi sion______________

FXPFNDITIJRES/REVENUES: (Thousands of Dol ars)
FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

OPERATING
PERSONAL SERVICES 7.3 -0- -0- -0- -0- -0-
TRAVEL -0- -0- -0- -0- -0- -0-
CONTRACTUAL -0- -0- -0- -0- -0- -0-
SUPPLIES -0- -0- -0- -0- -0- -0-
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 7.3 -0- -0- -0- -0- -0-
CAPITAL -0- -0- -0- -0- -0- -0-
REVENUE

FUNDING: (Thousands of Dollars)
-0- -0- -0- -0- -0- -0-

GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- -0- -0- -0- -0- -0-
OTHER (PFD) 7.3 -0- -0- -0- -0- -0-
TOTAL 7.3 -0- -0- -0- -0- -0-

POSITIONS:
FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME 1 -0- -0- -0- -0- -0-
TEMPORARY -0- -0- -0- -0- -0- -0-

ANALYSIS: See attach
C • ^Ervin TonPrepared By:

Division: Permanent Fund Dividend Division
Approved by Commissioner: 7 7
Agency: Revenue______________________________
Distribution (by preparer): 

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Phone: 
Date: .
Date:

465-2323
April 4. 1990

page  L__ of



D e p a r tm e n t o f  R even u e  
P erm a n en t Fu n d  D iv id e n d  D i v i s i o n  

F i s c a l  N o te  A n a ly s i s  
CS  SB 346 (SA )
A p r i l  4, 1990

1 D a c i  f  i  r » n e  "7— • BLJ< .V-r-i r  Y ‘
FY  91 FY  92

1 PPT D o cum en t P r o c e s s o r  I I ,  R8 
@ $ 2 ,446.08/Mo i n c l u d i n g  s a la r y
and b e n e f i t s  f o r  3 m o n th s . FY  91 o n ly  = $ 7.3  $0.0

T h i s  p o s i t i o n  i s  t o  a nsw er in c r e a s e d  
p h one  c a l l s  and l e t t e r s  r e g a r d in g  
th e  s p e c i a l  n o t i c e

2 . O th e r  E x p e n d i t u r e s :

a) T r a v e l : $0.0 $0.0

b) C o n t r a c t u a l : $0.0 $0.0

c ) S u p p l i e s : $0.0 $0.0

d) E q u ip m e n t : $0.0 $0.0

C o s t $7.3 $0.0

A n a l y s i s :

Th e  d e p a r tm e n t  s u p p o r t s  f u l l  d i s c l o s u r e  and  c l e a r  a c c o u n t a b i l i t y  f o r  
e x p e n d i tu r e s  f r o m  th e  d iv id e n d  fu n d .

S e c t i o n  2, l i n e  20 th r o u g h  25 r e q u i r e s  a d d i t i o n a l  i n f o T n a t i o n  t o  b e  
co m m u n ica te d  t o  t h e  p u b l i c .  I t  i s  f e a s i b l e  t o  p r i n t  t h e  in fo r m a t io n  on 
th e  c h e c k  s t u b .  Th e  d e p a r tm e n t  has o n ly  tw o  c o n c e r n s  w i t h  t h i s  new 
r e q u i r e m e n t :

a) We e x p e c t  t h e  p u b l i c  t o  be v e r y  i n t e r e s t e d  i n  t h i s  breakdow n  o f  
t h e  s o u r c e  o f  t h e i r  d i v id e n d .  I t  i s  now an e s t a b l i s h e d  f a c t  
t h a t  t h e  p u b l i c  p a y s  c l o s e  a t t e n t i o n  t o  in f o r m a t io n  on th e  
p e rm a n en t fu n d  d i v id e n d  c h e c k  s tu b .  We e x p e c t  an i n c r e a s e  i n  
p u b l i c  c o n t a c t .  T h i s  i n c r e a s e  i s  c o v e r e d  b y  t h e  f i s c a l  n o te  
r e q u e s t  f o r  one s e a s o n a l  p a r t - t im e  D o cu m en t P r o c e s s o r  I I  t o  
w ork  a t  th e  A n ch o ra g e  D iv id e n d  I n f o r m a t io n  O f f i c e  d u r in g  
O c to b e r -D e ce m b e r  o f  1990.

b) O ur s e co n d  c o n c e r n  i s  t h e  im petct w h ich  t h e  a d d i t i o n a l  u se  o f  
t h e  c h e c k  s tu b  w i l l  h a ve  on th e  D e p a r tm e n t 's  te n u o u s  a g reem en t 
w i th  t h e  I n t e r n a l  R ev en u e  S e r v i c e  t h a t  a l lo w s  u s  t o  u se  t h e  
c h e c k  s tu b  as a " s u b s t i t u t e  1099." A b s e n t  t h i s  a g reem en t, th e  
d iv id e n d  p rog ram  w o u ld  i n c u r  a p p ro x im a te ly  $17 5, 00<> in  
a d d i t i o n a l  p o s ta g e  and p r i n t i n g  c o s t s  e a ch  y e a r .  I f  th e  
I n t e r n a l  R evenue  S e r v i c e  c a n c e l s  o u r  w a iv e r  b e ca u s e  o f  t h e i r  
p e r c e p t s  on t h a t  t h e  s tu b  i s  b e in g  a l t e r e d  and  w i l l  no lo n g e r  
s e r v e  as an a c c e p t a b le  " s u b s t i t u t e  1 0 9 9 ,"  th e n  t h e  n e x t  y e a r ' s  
o p e r a t i n g  b u d g e t w o u ld  h ave  t o  r e f l e c t  t h e  a d d i t i o n a l  c o s t s .
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STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION
PUBLISH DATE

FISCAL NOTE

R E Q U .ES L

Revision Date:_____________________  Agency Affected: Revenue___________
Tit le: An Act relat ing to public  BRU: Permanent Fund Dividend Division

notice on value of PFD____________ ______________________________________
Sponsor: DUNCAN___________________  Components: Permanent Fund Dividend
Requestor:_________________________  Division______________
FXPFNDITIJRES/REVENUES: (Thousands of Dol ars)

FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
OPERATING

PERSONAL SERVICES 14.7 14.7 14.7 14.7 14.7 14.7
TRAVEL -0- -0- -0- -0- -0- -0-
CONTRACTUAL 10.0 10.0 10.0 10.0 10.0 10.0
SUPPLIES -0- -0- -0- -0- -0- -0-
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 24.7 24.7 24.7 24.7 24.7 24.7
| CAPITAL -0- -0- -0- -0- -0- -0-
| REVENUE -0- -0- -0- -0- -0- -0-
FUNDING: (Thousands of Dollars)

GENERAL FUND -0- -0- -O- -0- -0- -0-
FEDERAL FUNDS -0- -0- -0- -0- -0- -0-
OTHER 24.7 24.7 24.7 24.7 24.7 24.7
TOTAL 24.7 24.7 24.7 24.7 24.7 24.7

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

ANALYSIS: See att
Prepared By: Ervfljy
Division: Permanent Fund Dividend Division

-Rhone: 465-2323______
~7/y Date: February 28. 1990

Approved by Commissioner: \ J fatL, Date: ?-/l
Agency: Rpvpnup ' /Revenue
Distribution (by preparer): 

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) page 1 of



D e p a r tm e n t o f  R even u e  
P e rm a n en t F u n d  D iv id e n d  D i v i s i o n  

F i s c a l  N o te  A n a ly s i s  
SB 346 

F e b r u a r y  28, 1990

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

2 PPT D o cu m en t P r o c e s s o r  I I s ,  R8
0 $ 2 ,446.08/M o i n c l u d i n g  s a la r y  
and  b e n e f i t s  f o r  3 m on ths $14.7 $14.7

T h i s  p o s i t i o n  i s  t o  a n sw er in c r e a s e d  
p h o n e  c a l l s  and l e t t e r s  r e g a r d in g  
t h e  s p e c i a l  n o t i c e

2. O th e r  E x p e n d i t u r e s :

a) T r a v e l :
$0.0 $0.0

b ) C o n t r a c t u a l :

E s t im a t e d  c o s t  t o  p r i n t  and  f o l d  
5 2 5 ,0 0 0  f l y e r s $10.0 $10.0

c ) S u p p l i e s : $0.0 $0.0

d) E q u ip m e n t : $0.0 $0.0

T o t a l C o s t $24.7 $24.7

A n a l y s i s :

Th e  d e p a r tm e n t  s u p p o r t s  f u l l  d i s c l o s u r e  and c l e a r  a c c o u n t a b i l i t y  f o r  
e x p e n d i tu r e s  f r o m  t h e  d i v id e n d  fu n d .

S e c t i o n  2, l i n e  15 th r o u g h  20 r e q u i r e s  a d d i t i o n a l  in f o r m a t io n  t o  be 
co m m u n ica te d  t o  th e  p u b l i c .  I t  i s  n o t  f e a s i b l e  t o  i n c l u d e  t h a t  ty p e  o f  
in f o r m a t io n  on t h e  c h e c k  s tu b  i t s e l f  due t o  l i m i t e d  s p a c e .  An i n s e r t  
c o u ld  be a d d ed  t o  t h e  e n v e lo p e  a t  a c o s t  o f  a p p r o x im a te ly  $10,000  t o  
c o v e r  p r i n t i n g .

S e c t i o n  2, l i n e  21-23  i s  a r e s ta t e m e n t  o f  t h e  e x i s t i n g  r e q u ir e m e n ts  f o r  
d i s c l o s u r e . T h e  d e p a r tm e n t  b e l i e v e s  i t  w ou ld  be b e t t e r  t o  expa n d  t h i s  
t o  c o v e r  any  a p p r o p r ia t io n s  fro m  t h e  d iv id e n d  fu n d  w h ich  r e s u l t  i n  a 
r e d u c t i o n  o f  t h e  d iv id e n d .

S u g g e s te d  Am endm ent:
S e c t i o n  2, pa g e  2, l i n e  22-23  t o  b e  amended t o  r e a d :

" c o s t s  o f  a d m in i s t e r in g  t h e  d i v id e n d  program ^  [AND] th e  h o ld  
h a rm le s s  p r o v i s i o n s  o f  AS 4 3 3 .2 3 .0 7 5 , o r  o t h e r  a p p r o p r ia t io n s  from



P E R M A N E N T  F U N D  D I V I D E N D
W ARRA N T S T O C K

1. Th e  b id  f o r  p r i n t i n g  t h e  c h e c k  s tu b  g oes  o u t  i n  J u l y  e a ch  y e a r .

2 . Th e  w a r ra n t i t s e l f  i s  s t r i c t l y  c o n t r o l l e d  b y  v a r i o u s  b a n k in g  and
UCC r u l e s ,  and  b y  t h e  n eed s  o f  T r e a s u r y  and  t h e  D i v i s i o n  o f  F in a n c e .

3. Th e  " ch e ck  s tu b "  i s  a v a i l a b l e  t o  some d e g re e  t o  t r a n s m i t
. in fo rm a tio n  t o  t h e  r e c i p i e n t  r e g a r d in g  t h e  w a rra n t am ount, and 
in fo r m a t io n  a b o u t th e  d e d u c t io n s .  I t  i s  h o w e v e r  l i m i t e d  i n  s i z e  
and in  u s e .  Th ro u g h  a v e r y  te n u o u s  a g reem en t w i th  t h e  I R S ,  we a re  
a llo w e d  t o  s u b s t i t u t e  th e  c h e c k  s tu b  f o r  t h e  1099 fo rm  r e q u i r e d  by  
law  t o  b e  i s s u e d  in  Ja n u a ry  o f  e a ch  y e a r .  Th e  p o s ta g e  s a v in g s  
a lo n e  a m oun ts  t o  o v e r  $85,00G . I f  t h e  c h e c k  s tu b  b e com es so  
c l u t t e r e d  w i th  in fo r m a t io n ,  t h a t  t h e  IR S  c o n c lu d e s  t h a t  i t  d o e s  n o t  
m eet t h e  1099 r e o u ir e m  n t s ,  i t  w i l l  l i k e l y  c o s t  t h e  d iv id e n d  
p rog ram  o v e r  $100,000.

4 t Th e  w a r ra n t  s t o c k  i s  u s e d  f o r  a l l  d iv id e n d  y e a r s ,  w h ich  means t h a t  
sp a ce  a l l o c a t e d  f o r  s u ch  in fo r m a t io n  as " v i o l e n t  c r im e s  
co m p e n s a t io n  boa rd "  on  s u b s e q u e n t  1989 w a r ra n ts  may be  u s e d  f o r  
some o t h e r  m essage on t h e  1990 w a r ra n t .  C e r t a i n  s p a ce s  a re  o f  
c o u r s e  n e e d e d  f o r  a l l  y e a r s  (D a te ,  b a t c h ,  w a r ra n t  am ount, " a s s ig n e d  
a nd/or a t t a c h e d , "  e t c . ) .

5. As you ca n  s e e  fro m  A t ta ch m e n t  A and B, a l l  19 l i n e s  o f  co m p u te r  
p r i n t  a v a i l a b l e  w ere u s e d  and w i l l  b e  u se d  on a l l  1989 w a r ra n t  
s tu b s .  Th e  l i n e s  w h ich  a rg u a b le  w ou ld  be a v a i l a b l e  f o r  p r i n t i n g  
f u r t h e r  o r  d i f f e r e n t  in fo r m a t io n  on 1990 w a r ra n t  s tu b s  a r e  l i n e s  16 
th ro u g h  18. From  th e  IR S '  v ie w p o in t ,  i t  w o u ld  b e  b e s t  t o  p u t  t h e s e  
l i n e s  a t  t h e  v e r y  b o t to m  p_r j u s t  above  th e  " r e d u c t i o n s  p e r  d iv id e n d  
ch e ck "  l i n e .

7 2 9 7 G



T R E A S U R Y  W A R R A N T  ■ O l O . U / 0
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ALASKA PERMANENT FUND DIVIDEND '

af*'S%-a5 ^ * tS « 3 rSC£.iK. STATE OF ALASKA M n  C  O  C  A f) 7  C

DA TS  C F I C S U E : 525*07 £>3

PAY TO THE ORDER OF:

0 v r t

i!' E E 5 LQ ?& 3»* i : 1 2 5 E 0 0  5 S 3 i :

M r . M  ;-.:r;r'rv,7‘; A P !  ~I •* W  1 J I tf U l  « H  V /  » I V.»- « •  ’*

P A Y E R ’S N A M E  S T A T C O F  A L A S K A  

F E D E P . U  I D  N O .  S 2 - 6  0 3 1 1 S 5

N o .  5 2 5 4 0 7 6
1 S S S  F E R M A N E S T  F U N D  D I V I D E N D  5 £ 7 3 . 1 6

D-'TZ
V O U C H E R

B A T C H
D I N W ARRANT  AMOUNT

A P P L I C A N T ’S S S N

A P P L I C A N T ' S  N A M E  A N D  A D D R E S S

5 5 7 3 . 1 5

R E  D U  

C O S
ii;  c .n 
?C|

C T I O S S  P E R  D I V I D E N D  C H E C K :
T S  C F  A D M I N I S T E R I N G  D I V I D E N D  F P . C O R A M  .

L D  H A R M L E S S "  C F  P E R S O N S  W H O S E  F E D E R A L  

S P I T S  A R E  C U T  W H E N  T H E Y  R E C E I V E  D I V I D E N D S ,  

O F F E N D E R  T R E A T M E N T  A N D  G A T E  M O N E Y  F C R  
E A S E D  F S T S r N F R S

V I O L E N T  
T O T A L .  . ,

M P E N S A T I C N  5 C A R D .

$ 6 . S 3  ( D E P T .  C F  R E V E N U E )

72 ( D E P T .  C F  H I S S )

$ 1.47 
$ 1 . 4 2  
S 3 2 . 4 4

( D E P T .

( D E P T .

C F  C O R R E C T I O N S )

C F  P U B L I C  S A F E T Y )

I M P O R T A N T  - ~ u.'s st'.-c ccr.:;.ris jrpcrtsr.t u *  zr.a ciNor ir.'cnrvKion (see t.jcM.
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This warrant will be deemed paid unless redeemed 
within two years alter the date of Issue per AS 37.05.180. STATE OF ALASKA 

TREASURY W A R R A N TALASKA PERMANENT FUND DIVIDEND
No. 52944073

D A T E  O F  ISSUE:

PAY TO THE ORD E R  OF:

ii" 5 7 3n" •: 1 25 2 0 0  5 2 3«:

NON NEGOTIABLE

89-52/1252

" • DOLLARS } •feENTS

$

No. 52944073

9

*

I M P O R T A N T  - This stub contains important tax and other information (see back).
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IMPORTANT FEDERAL TAX INFORMATION
Keep this stub for your tax records. The Department of Revenue 
reports this information to the Internal Revenue Service (IRS). If you 
fail to report the PFD on your Federal income tax return, the IRS 
may require you to pay a penalty. Report the amount of your PFD 
on IRS form 1040 on the line for "OTHER INCOME".

FEDERAL BACK UP WITHHOLDING
Federal law requires the Department of Revenue to withhold 20 
percent of your PFD ii you did not give us your Social Security 
Number, and if the amount of the PFD is S600 or more. If taxes 
were withheld from your PFD, you must report the withheld amount 
on IRS form 1040 on the line for "FEDERAL TAX WITHHELD". The
IRS will issue any refund due you.



IMPORTANT FEDERAL TAX INFORMATION
Keep this stub for your tax records. The Department of Revenue 
reports this information to the Internal Revenue Service (IRS). If you 
fail to report the PFD on your Federal income tax return, the IRS 
may require you to pay a penalty. Report the amount of your PFD 
on IRS form 1040 on the line for “OTHER INCOME".

FEDERAL BACK UP WITHHOLDING
Federal law requires the Department of Revenue to withhold 20 
percent of your PFD if you did not give us your Social Security 
Number, and if the amount of the PFD is S600 or more. If taxes 
were withheld from your PFD, you must report the withheld amount 
on IRS form 1040 on the line for “FEDERAL TAX WITHHELD". The 
IRS will issue any refund due you.
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c e V

*

7
8 

9
10

11

12

1 t h e  f o o d  s t a m p  p r o g r a m  s e t t l e m e n t .

2 *  S e c .  2 3 .  T h e  a m o u n t s  n e c e s s a r y  t o  r e f u n d  t o  l o c a l  g o v e r n m e n t s  t h e i r

3 s h a r e  o f  t a x e s  a n d  f e e s  c o l l e c t e d  u n d e r  t h e  f o l l o w i n g  p r o g r a m s  a r e  a p p r o -

4 p r i a t e d  t o  t h e  D e p a r t m e n t  o f  R e v e n u e  f r o m  t h e  g e n e r a l  f u n d  f o r  p a y m e n t  i n

5 f i s c a l  y e a r  1991:

6 F i s h e r i e s  t a x  r e v e n u e s  f o r  f i s c a l  y e a r  1990 (AS  4 3 . 7 5 ) ;

A m u s e m e n t  a n d  g a m i n g  t a x  r e v e n u e s  f o r  f i s c a l  y e a r  1991 (AS  4 3 . 3 5 ) ;  

A v i a t i o n  f u e l  t a x  r e v e n u e s  f o r  f i s c a l  y e a r  1991 (AS 4 3 . 4 0 . 0 1 0 ) ;  

E l e c t r i c  a n d  t e l e p h o n e  c o o p e r a t i v e  t a x  r e v e n u e s  f o r  f i s c a l  y e a r  1991 

(AS  1 0 . 2 5 . 5 7 0 ) ;  a n d

L i q u o r  l i c e n s e  f e e  r e v e n u e s  f o r  f i s c a l  y e a r  1991 (AS 0 4 . 1 1 ) .

*  S e c .  24 .  T h e  s u m  o f  $ 2 , 0 0 0 , 0 0 0  i s  a p p r o p r i a t e d  f r o m  t h e  g e n e r a l  f u n d

13 t o  t h e  D i s a s t e r  R e l i e f  F u n d  (AS  4 4 . 1 9 . 0 4 8 )  f o r  f i s c a l  y e a r  1991 d i s a s t e r s .

14 *  S e c .  25 .  T h e  s u m  o f  $ 1 4 , 0 0 0 , 0 0 0  i s  a p p r o p r i a t e d  t o  t h e  D e p a r t m e n t  o f

15 L a w  t o  f u n d  l e g a l  p r o c e e d i n g s  i n v o l v i n g  o i l  a n d  g a s  r e v e n u e  d u e  o r  p a i d  t o

16 t h e  s t a t e  o r  s t a t e  t i t l e  t o  o i l  a n d  g a s  l a n d ,  i n c l u d i n g  t h e  N o r t h  S l o p e

17 r o y a l t y  c a s e  ( S t a t e  v .  A m e r a d a  H e s s ,  e t .  a l . )  a n d  t h e  D i n k u m  S a n d s  c a s e

18 ( U n i t e d  S t a t e s  v .  A l a s k a ) ,  f o r  f i s c a l  y e a r  1991 a n d  s u c c e e d i n g  f i s c a l  y e a r s

19 f r o m  t h e  f o l l o w i n g  s o u r c e s ,  i n  t h e  a m o u n t s  l i s t e d :

20 G e n e r a l  F u n d  $ 1 0 ,5 0 0 , 0 0 0

21 P e r m a n e n t  F u n d  E a r n i n g s  R e s e r v e

22 A c c o u n t  (AS  3 7 . 1 3 . 1 4 5 )  $ 3 , 5 0 0 , 0 0 0

23 *  S e c .  26 .  T h e  s u m  o f  $ 7 , 0 0 0 , 0 0 0  i s  a p p r o p r i a t e d  f r o m  t h e  g e n e r a l  f u n d

24 t o  t h e  D e p a r t m e n t  o f  L a w  f o r  l i t i g a t i o n  c o s t s  a s s o c i a t e d  w i t h  t h e  E x x o n

25 V a l d e z  o i l  s p i l l  f o r  f i s c a l  y e a r  1991 a n d  s u c c e e d i n g  f i s c a l  y e a r s .

26 ( S E C T I O N  27 B E G I N S  ON PAGE 6)

HB0500A -5- HB 500



R e p o r t  o f  the C o m m i s s i o n  o n  the F u t u r e  o f  t h e  P e r m a n e n t  F u n d  14

D i s c l o s e  a l l  u s e s  o f  F u n d  e a r n i n g s

The public indicated the dividend program should continue 
to be an equal distribution to al l qualif ied Alaskans. Testimony 
was clear that reductions from the dividend checks, other than 
expenses directly associated with the administration o f  the 
dividend program within the Department o f  Revenue, are not 
acceptable. There was virtual ly no  support fo r  the “ho ld ha rm ­
less , felon gate money, o r  sexual of fender programs being 
funded f rom Fund earnings. Many individuals were upset to 
discover that reductions had been made in the past without 
being itemized on the check stub. Public testimony strongly 
suggested that reductions, other than inflation proofing and 
administrative expenses, should be eliminated.

Recommendation: Al l uses o f  the earnings o f  the Fund should be shown on
*-------------------— — the dividend check stub by  listing the total amount o f

each use.

I n  s u m m a r y

The Permanent Fund  is on ly one element o f  A laska ’s economy. For 
example, it is not, o f  itself, the answer to diminishing state revenues. The 
Fund mus t  be considered and uti lized in the context o f  a  total revenue and 
spending plan. The Commission hopes that this report wil l help in shaping 
such a p lan and that the public will continue to be recognized as a  key 
participant in the process.
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I N  THE HOUSE BY THE STATE  A F F A I R S  COMMITTEE

CS FOR HOUSE B I L L  NO .  563 ( S t a t e  A f f a i r s )

I N  THE  L EG IS LATURE  OF  THE  STATE OF ALASKA

S IX T E ENTH  L E G I S LA TU R E  - SECOND S E S S IO N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  "An  A c t  r e l a t i n g  t o  t h e  a m o u n t  o f  a  p e r m a n e n t  f u n d

d i v i d e n d  a n d  t o  i n f o r m a t i o n  r e g a r d i n g  c e r t a i n  am o u n t s  

b y  w h i c h  d i v i d e n d s  a r e  r e d u c e d  o r  i n c r e a s e d ;  and

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

BE I T  ENACTED BY  THE LEG IS LATURE  O F  THE  STATE OF  ALASKA:

*  S e c t i o n  1. AS 43 .23 .025(a)  i s  a m e n d e d  t o  r e a d :

(a)  B y  O c t o b e r  1 o f  e a c h  y e a r  t h e  c o m m i s s i o n e r  s h a l l  g i v e  p u b l i c  

n o t i c e  o f  t h e  v a l u e  o f  e a c h  p e r m a n e n t  f u n d  d i v i d e n d  f o r  t h a t  y e a r .  

T h e  p u b l i c  n o t i c e  s h a l l  c o n t a i n  a  s t a t e m e n t  d i s c l o s i n g  t h e  a m o u n t  byi
w h i c h  e a c h  i n d i v i d u a l  d i v i d e n d  h a s  b e e n  r e d u c e d  d u e  t o  e a c h  a p p r o p r i ­

a t i o n  f r o m  t h e  d i v i d e n d  f u n d ,  i n c l u d i n g  a m o u n t s  [ I N  ORDER]  t o  p a y  t h e  

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

p r o v i s i o n s  o f  AS 43 .23 .075 .  T h e  c o m m i s s i o n e r  s h a l l  a l s o  i n c l u d e  t h e  

s t a t e m e n t  o n  t h e  s t u b  a t t a c h e d  t o  e a c h  i n d i v i d u a l  d i v i d e n d  c h e c k .  

A d d i t i o n a l  i n f o r m a t i o n  f u l l y  e x p l a i n i n g  t h e  l e g i s l a t i v e  h i s t o r y  and  

p u r p o s e  o f  e a c h  a p p r o p r i a t i o n  s h a l l  b e  p r o v i d e d  w i t h  t h e  c h e c k .  The  

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

(1) d e t e r m i n i n g  t h e  t o t a l  a m o u n t  a v a i l a b l e  f o r  d i v i d e n d  

p a y m e n t s ,  w h i c h  e q u a l s

(A) t h e  am o u n t  o f  i n c o m e  o f  t h e  A l a s k a  p e r m a n e n t  f u n d  

t r a n s f e r r e d  t o  t h e  d i v i d e n d  f u n d  u n d e r  AS 4 3 .2 3 .0 4 5 ( b )  d u r i n g  t h e  

c u r r e n t  y e a r ;

(B ) p l u s  t h e  u n e x p e n d e d  a n d  u n o b l i g a t e d  b a l a n c e s  o f  

p r i o r  f i s c a l  y e a r  a p p r o p r i a t i o n s  t h a t  l a p s e  i n t o  t h e  d i v i d e n d

-1- CSHB 563(SA)

O r i g i n a l  s p o n s o r ( s ) :  S t a t e  A f f a i r s  C om m ittee



re ­

f u n d  u n d e r  AS 43 .23 .045(d ) ;

(C)  l e s s  t h e  a m o u n t  n e c e s s a r y  t o  p a y  d i v i d e n d s  f r o m

t h e  d i v i d e n d  f u n d  i n  t h e  c u r r e n t  y e a r  u n d e r  AS 4 3 .2 3 .0 5 5 (3 ) ;

(D) l e s s  t h e  a m o u n t  n e c e s s a r y  t o  p a y  d i v i d e n d s  f r o m

5H t h e  d i v i d e n d  f u n d  d u e  t o  e l i g i b l e  a p p l i c a n t s  w h o ,  a s  d e t e r m i n e d
!

e J b y  t h e  d e p a r t m e n t ,  f i l e d  f o r  a  p r e v i o u s  y e a r ' s  d i v i d e n d  b y  t h e

7jj f i l i n g  d e a d l i n e  b u t  who  w e r e  n o t  i n c l u d e d  i n  a  p r e v i o u s  y e a r ' s

31 d i v i d e n d  c o m p u t a t i o n ;
i;

9jj ( E)  l e s s  a p p r o p r i a t i o n s  f r o m  t h e  d i v i d e n d  f u n d  d u r i n g

10ji t h e  c u r r e n t  y e a r ,  i n c l u d i n g  a m o u n t s  t o  p a y  c o s t s  o f  a d m i n i s t e r i n g
ij

, ,  ji t h e  d i v i d e n d  p r o g r a m  a n d  t h e  h o l d  h a r m l e s s  p r o v i s i o n s  o f  AS  43.-

12 jj 23 .075;

j 3 jj (2) d e t e r m i n i n g  t h e  n u m b e r  o f  i n d i v i d u a l s  e l i g i b l e  t o

14 | r e c e i v e  a  d i v i d e n d  p a y m e n t  f o r  t h e  c u r r e n t  y e a r ;  a n d
I!

15jj (3) d i v i d i n g > - ' t h e  am o u n t  d e t e r m i n e d  u n d e r  (1) o f  t h i s  s e c-
||

16 j t i o n  b y  t h e  a m o u n t  d e t e r m i n e d  u n d e r  (2 )  o f  t h i s  s e c t i o n .

17II *  S e c .  2 .  T h e  c o m m i s s i o n e r  o f  r e v e n u e  s h a l l  i n c l u d e  w i t h  e a c h  p e r m a n e n t
i

i s i ,  f u n d  d i v i d e n d  c h e c k  f o r  1990 i n f o r m a t i o n  e x p l a i n i n g  t h e  l e g i s l a t i v e  h i s t o r y  

n  a n d  p u r p o s e  o f  a p p r o p r i a t i o n s  f r o m  t h e  d i v i d e n d  f u n d  t h a t  r e d u c e d  d i v i d e n d s  

201, f o r  1989. I f  m o n e y  i s  m a d e  a v a i l a b l e ,  t h r o u g h  a p p r o p r i a t i o n  o r  a d e c i s i o n  

21, o f  t h e  c o u r t  u p h o l d i n g  t h e  c o n s t i t u t i o n a l i t y  o f  AS 4 3 .2 3 . 0 0 5 ( d ) ,  t o  r e i m -  

22 b u r s e  t h e  d i v i d e n d  f u n d  f o r  am o u n t s  b y  w h i c h  t h e  19S9 d i v i d e n d  w a s  r e d u c e d ,  

t h e  c o m m i s s i o n e r  s h a l l  i n c l u d e  o n  t h e  s t u b  a t t a c h e d  t o  e a c h  d i v i d e n d  c h e c k  

f o r  1990 a  s t a t e m e n t  o f  t h e  am o u n t  by  w h i c h  t h e  c h e c k  i s  i n c r e a s e d  d u e  t o  

t h e  r e i m b u r s e m e n t .

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .

CSHB 5 6 3 (SA) -2 -
IS E iw i



W h e r e  h a s  t h e  m o n e y  i n  t h e  H o w  h a s  t h e  i n c o m e

P e r m a n e n t  F u n d  c o m e  f r o m ?  b e e n  u s e d ?

$ 9 . 2  B I L L I O N  I N  P R I N C I P A L

S3.564 Oil Revenues 
Dedi cated by Law

$1,645 Adaed by 
Intlation-Prooling$3,964 Added by 

Special Legislative 
Appropriation

(in millions)
As of June 30,1989

$ 6  B I L L I O N  O F  I N C O M E

52,189 Paid Out 
to Dividend Program

$1,264 by Special  
Legislative 

Appropriation

$635 Remains in 
Earnings Reserve 

Account

$232 Appropriated 
to General Fund

$1,645 by 
Inflation-Proofing

(In millions)
As of June 30,1989

W h a t ’s  i n  s t o r e  f o r  t h e  f u t u r e ?

Billions 4 — ,
I n c o m e  f r o m  the P e r m a n e n t  F u n d  is projected to increase 

a s  oil revenues decline. Eventually, F u n d  i n c o m e  will overtake 

oil a n d  b e c o m e  the #1 source of state revenues.

Fund Income

r... .

B O A R D  O F  T R U S T E E S  ^

J o h n  T. K e l s e y  

M a r c  L a n g l a n d  

D o u g l a s  B. B a i l y  

B y r o n  I. M a l l o t t  

H u g h  M a l o n e  

C h a r l e s  H .  P a r r

A Pub l ic  T rus t  
In ve s t in g  F o r  A la ska ’ s F u tu re

F O R  M O R E  I N F O R M A T I O N

Y e s ... I w a n t

A n  A l a s k a n ’s G u i d e  to th e  

P e r m a n e n t  F u n d  

□  1 9 8 9  A n n u a l  R e p o r t

□

N a m e  _  

A d d r e s s

. Z i p

T o  receive the item(s) requested, please fill in 

your address, detach this panel, a n d  mail to:

D a v i d  A. Rose, E x e c u t i v e  D i r e c t o r  

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

P.O. B o x  4 - 1 000, J u n e a u ,  A l a s k a  9 9 8 0 2

This is not a Hue warrant 
arvl is nol redeemable in cash.

DATE OF ISSUE: 1969

STATE OF ALASKA 
NON-NEGOTIABLE WARRANT

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

N o .  0 0 0 0 0 0 0 0

TO-52/1252

PAY TO THE ORDER OF: (joUA,

y t w  B e m j d i  of 'Billion T) o \1m m



A PERMANENT FUND QUIZ

H o w  m u c h  d o  y o u  k n o w ?

I H o w  m a n y  times ha s  the legislature a d d e d  

• m o n e y  to F u n d  principal a b o v e  w h a t  w a s  

required by l a w ?  la) once lb) three times Ic) never

W h a t  is the H o a r d  of Trustees' earnings 

• goal for the P e r m a n e n t  F u n d ?  (a) to consis­

tently achieve a 9 T> annual return (b) to earn 3,;«i more 

than inflat'on each year on average over the long 

term (c) to maximize income regardless of the level 

of risk

W h a t  is the p u r p o s e  of the P e r m a n e n t  

• F u n d ?  la) to transform a non-renewable resource 

into a sustainable source of income to benefit all 

generations of Alaskans (b) to help lessen the tax 

burden on individual Alaskans w h e n  the oil m o n e y  

runs out ic) to p ay dividends Id) all of the above

W h o  decides h o w  F u n d  i n c o m e  is spent 

t e a c h  y e a r ?  (a) the people of Alaska through 

their elected representatives (b) the Hoard of 

Trustees Ic) the State Constitution

3  W h o  administers the P F D  p r o g r a m ?  (a) the 

• Permanent F und Corporation (b) the Dividend 

Division in the Department of Revenue

(c) an Outsitle firm

4  H o w  m u c h  m o n e y  is in the P e r m a n e n t  

• F u n d ?  (a) So million (b) S900 million 

(c) S10 billion

5  H o w  m u c h  i n c o m e  ha s  the 

• F u n d  p r o d u c e d  since it 

w a s  created in 1 976? (a) $4.5 

billion (b) $6 billion 

(c) S900 million

6  W h i c h  is the 

• F u n d ’s largest 

i n v e s t m e n t  portfolio?

(a) stocks (b) bonds 

(c) real estate (d) international

n W h y  d o  w e  inflation-proof the F u n d ?

• (a) to protect the purchasing power of F u n d  

earnings in the future (b) to protect the real value 

of F u n d  principal n o w  (c) to help the F u n d  grow

(d) all of the above

W h o  decides h o w  big the 

• dividends will be e ach 

y e a r ?  (a) a formula in state 

law (b) the Permanent Fund 

Corporation (c) the State . , n 
Constitution C6>) 'tLofa (Cvuic. uJo

~t Q  W h o  created 

JL t 3  e the P e r m a ­

nent  F u n d ?  (a) voters 

by constitutional a m e n d­

ment (b) a former gov­

ernor (c) the legisla­

ture

7  W h i c h  h a s  m a d e  the largest contribution to 

• t h e  g r o w t h  o f  F u n d  principal? (a) 12 years 

of dedicated oil revenues (b) 7 years of inflation- 

proofing (c) 3 special legislative appropriations

8  H o w  large w o u l d  F u n d  principal b e  in the 

• y e a r  2 0 0 5  w i t hout a n y  further inflation- 

proof i n g ?  (a) one-half as large as with inflation- 

proofing (b) a little bit less than otherwise

(c) exactly the s a m e

H o w  m u c h  w a s  paid out to e a c h  A l a s k a n

• w h o  qualified for a n d  received all the 

F u n d  dividends distributed f r o m  1982-1988?

(a) $1,000 lb) $4,213 (c) $2,945

W h i c h  of the following is true? (a) F u n d

• principal can't be spent without a consti­

tutional a m e n d m e n t  (b) F u n d  income can't be spent 

without voter approval (c) both can be spent at any 

time

• A N S W E R S

Jr' ’ ■ ; \*' V •

M b ) 2. (b) 3. (b) 4. (c) 5. (b)

(i. (b) 7. (c) 8. (a) 9. (d) 10. (a)

1 1 . (d) 12. (a) 1 3 . (a) 1 4 . (b) 15. (a)

H O W  D I D  Y O U  D O ?

If y o u  a n s w e r e d  m o r e  t h a n  1 0  ques t i o n s  c o r­

rectly, y o u  a r e  a k n o w l e d g e a b l e  A l a s k a n !  If 

y o u  w o u l d  like m o r e  i n f o r m a t i o n  a b o u t  y o u r  

P e r m a n e n t  F u n d ,  s i m p l y  fill out the p a n e l  o n  

the r e v e r s e  side a n d  mail it to us.

D e a r  F e l l o w  A l a s k a n s :

W e  h o p e  y o u  e n j o y  this light-hearted effort to e d u c a t e  y o u  a b o u t  the P e r m a n e n t  

F u n d  —  it is part of a n e w  educational p r o g r a m  w h i c h  the B o a r d  o f T r u s t e e s  will be 

i n t r o d u c i n g  to A l a s k a  e l e m e n t a r y  s c h o o l s  this fall. W a t c h  for o t h e r  materials 

w h i c h  w e  will h e  distributing soe l. a n d  let us k n o w  w h a t  y o u  think.

E d u c a t i o n  is a n  i m p o r t a n t  activity for us at the F u n d  because, a l t h o u g h  w e  c a n  a n d  d o  strive 

e v e r y  d a y  to invest this great public s a v i n g s  a c c o u n t  safely, it is really u p  to y o u  —  th e  creators, 

t h e  o w n e r s  a n d  the beneficiaries o f  th e  P e r m a n e n t  F u n d  —  to k e e p  it safe b y  b e i n g  i n f o r m e d  

citizens a n d  b y  regularly e x p r e s s i n g  y o u r  v i e w s  to y o u t  elected representatives.

—  .John T. Kels e y

C h a i r m a n .  B o a r d  o f T r u s t e e s
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J U N E A U  E M P I R E  

1 0 / 2 6 / 8 9

D u n c a n  q u e s t io n s  t w o  d i v i d e n d  d e d u c t io n s
A d m i n i s t r a t i o n  

o v e r s t e p p e d  

l a w m a k e r s ’ i n t e n tBy CHUCK KLEESCHULTE
HIE JUNEAU IMPtRE

I f  you w o n d e r  about  the two new 
deduc t i o ns  that  r educed  yo u r  A l aska 
P e rm a n e n t  F u n d  d i v i d en d  check  by  
$2.89, you a r e n ’t a l one .

Sen. J i m  D u n c a n ,  D-Juneau,  to­
d ay  c ha rge d  the adm i n i s t r a t i o n  o v e r ­
stepped i ts au t h o r i t y  by r educ i ng  a l l  
Alaskans' d i v i d e n d s  to f und  the V i o ­
l ent  C r im e s  C ompen s a t i o n  Board ,  
p ro v i d e  p r i s one r s  w i t h  “ gate m o n ­
ey "  and  p a y  f or  s ex  of fender  treat ­
men t .

T h e  C ow p e r  adm i n i s t r a t i o n  wen t 
beyond l e g i s l a t i v e  I ntent  w h e n  i t  r e ­
d uce d  e ac h  d i v i d e n d  by  $1.42 for 
c ompen sa t i o n  bo a rd  and  $1.47 for 
p r is oner  t r ea tmen t ,  D u n c a n  sa i d.

L aw m a k e r s  l a s t  y e a r  passed l e g ­
i s lat ion that  d en i e d  fe lons t he i r  d i v i ­
dends and s t i p u l a t ed  that  the $1.5 
m i l l i o n  saved  go to the compens a t i o n  
Iward .  T h e  bo a rd  r e imbu rs es  the vic- 
' ims o f  v i o l e n t  c r im e s  for  d amages .

Last spr i ng ,  l a w m a k e r s  ex pa nde d

N O N  N E G O T I A B L E

PAYER'S NAME STATE OF ALASKA 
FEDERAL ID HO. 92-6001185

DATE 10/12/89 BATCH 00475 
VOUCHER 476777 DLH 90094476

n o .  52531425
1989 PERMANENT FUHD DIVIDEHD $ 873.16

WARRAHT AMOUHT $ 873.16

REDUCTIONS PER DIVIDEND CHECK!
COSTS OF ADMINISTERING DIVIDEHD PROGRAM...................$ 6 .83  (DEPT.  OF REVEHUE)
"HOLD HARMLESS" OF PERSONS WHOSE FEDERAL
BENEFITS ARE CUT WHEN THEY RECEIVE DIVIDERDS. . 0 2 2 . 7 2  (DEPT.  OF HISS)
SEX OFFENDER TREATMENT AND GATE MONEY FOR
RELEASED PRISONERS............................................................................... 0 1 .47 (DEPT.  OF CORRECTIONS)
VIOLENT CRIMES COMPENSATION BOARD..................................... $ 1 .42  (DEPT. OF PUBLIC SAFETY)
TOTAL..................................................................................................................032.44

IMPORTANT - TNa 3tub contains Important tax and othor Information (soo back).

t he  effort b y  i n c l u d i n g  I ntent  l a n ­
g u a g e  that  sh i f ted a n y  excess m o n e y  
f r om  the p r i s one r s ’ d i v i d e nd s  to I n­
m a t e  t r e a tmen t ,  s u ch  as that  for sex 
of fenders ,  w h i c h  p r e v i ou s l y  h a v e  
been  f unded  i n  the opera t i ng  budget .

P r i s one r s  a r e  c ha l l e n g i n g  the 
m o v e s  i n  cour t .

" I t  was  l eg i s l a t i v e  i n t en t  that fe l ­

ons ’ d i v i d en d s  be used e x c l u s i v e l y  to 
fund t hese p ro g r ams .  L eg i s l a t i v e  i n ­
tent w a s  f o l l owed w i t h  the co l l ec t i on  
o f  these d i v i d ends ,  bu t  over stepped  
w h e n  a l l  d i v i d e nd s  we re  r educed  in 
re sponse to a  cou r t  o rder , "  sa i d  D u n ­
c a n  on  Wednesday .

T h e  state D e p a r tm e n t  o f  A dm i n i s ­
t ra t io n  shou ld  ha ve  consu l ted w i t h

the Le g i s l a t i v e  B ud g e t  and  Aud i t  
C o m m i t t e e  be fo re  cu t t i n g a l l  A l a s ­
kans' d i v i d e nd s ,  h e  sa i d .  T h e  c o m ­
m i t t e e  cou l d  h a v e  aut ho r i zed  f u l l  
f u nd i n g  for  the d i v i d en d  and  then 
p l edged  suppo r t  for a s u p p l em en ta l  
app ro p r i a t i o n  ne x t  sess ion to offset 
the d i f f er en ce ,  i f  the pr i soners w i n  
t h e i r  l awsu i t .

T h e  case is e x t r em e l y  con fus i n  
bu t  the a dm i n i s t r a t i o n  be l i e v e s  i t f> 
l ow ed  cou rt  d i r e c t i v e s  by  r educ i i  
a l l  c hecks ,  not  j us t  the pr i soner 
che cks ,  un t i l  the  cou r t  c ase is sc 
t i ed,  s a i d  A l i s on  E l g c e ,  d i r e c t o r  < 
budge t  r e v i ew .

I f  an y  m i s t ak e  was m a d e  the at 
m i n i s t r a t i o n  w i l l  seek a  su p p i em er  
tal  approp r i a t i o n  next  sess i on and  rc 
im b u r s e  the p e rm a n e n t  f und  d i v i  
d end  ac count ,  she sa i d .  T h a t  wo u h  
i nc r ease  d i v i c e n d  checks by  an  equn  
am ou n t  next yea r .

"W i t h  l e g i s l a t i v e  a p p ro v a l ,  w e ’l! 
j u s t  ro l l  the amo u n t  i nto ne x t  year 's  
che cks , "  sa i d  E l g e e .

T h e  deduc t i o ns a r e  the sma l l e s t  ol  
f our  to ta l i ng  $32.44 th is yea r .

T h e  two  others h a v e  been  sub 
tr ac t ed  for the past s e ven  years .

T h i s  ye a r  $8.83 is be i n g  cut  f rom 
e ac h  c he c k  to p a y  for adm i n i s t e r i n g  
(l ie d i v i d e n d  p ro g r am ,  an d  $22.72 Is 
b e i n g  t ake n  out to co v e r  the loss ot 
f ede ra l  we l f a r e  to l ow- in come  Al as 
kans  because the d i v i d e n d  increases 
t h e i r  i n comes .

T h e  D e p a r tm e n t  o f  R ev en ue ,  
w h i c h  adm i n i s t e r s  the d i v i d e n d  p ro  
g r a m ,  th ree weeks  ago  be g a n  m a i l ­
i n g  cheeks  for  $873.16 to e v e r y  A l a s ­
kan .  Mo s t  o f  the chec ks  w i l l  be d i s ­
pensed  be fore C h r i s tm as .



1 I N  T H E  H O U S E

2 H OU SE  B I L L  N O .  563

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

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

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  d i s c l o s u r e  o f  e x p e n d i t u r e s  o f

7 p e r m a n e n t  f u n d  i n c o m e ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e

8 d a t e . "

9 B E  I T  E N A C T E D  BY  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A :

10 *  S e c t i o n  1 .  AS  4 3 . 2 3 . 0 2 5 ( a )  i s  a m e n d e d  t o  r e a d :

11 ( a )  B y  O c t o b e r  1 ( f  e a c h  y e a r  t h e  c o m m i s s i o n e r  s h a l l  g i v e  p u b l i c

12 n o t i c e  o f  t h e  v a l u e  o f  e a c h  p e r m a n e n t  f u n d  d i v i d e n d  f o r  t h a t  y e a r .

13 T h e  p u b l i c  n o t i c e  s h a l l  c o n t a i n  a  s t a t e m e n t  d i s c l o s i n g  t h e  a m o u n t  a n d

14 p u r p o s e  o f  e a c h  e x p e n d i t u r e  m a d e  f r o m  i n c o m e  o f  t h e  p e r m a n e n t  f u n d

1 5  d u r i n g  t h e  p r e v i o u s  f i s c a l  y e a r ,  a n d  t h e  a m o u n t  b y  w h i c h  e a c h  i n d i -

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

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

18 AS  4 3 . 2 3 . 0 7 5 .  T h e  c o m m i s s i o n e r  s h a l l  a l s o  i n c l u d e  t h e  s t a t e m e n t  o n

19 t h e  s t u b  a t t a c h e d  t o  e a c h  i n d i v i d u a l  d i v i d e n d  c h e c k .  T h e  c o m m i s s i o n e r

20 s h a l l  d e t e r m i n e  t h e  v a l u e  o f  a  p e r m a n e n t  f u n d  d i v i d e n d  b y

21 (1 )  d e t e r m i n i n g  t h e  t o t a l  a m o u n t  a v a i l a b l e  f o r  d i v i d e n d

22 p a y m e n t s ,  w h i c h  e q u a l s

23 (A)  t h e  a m o u n t  o f  i n c o m e  o f  t h e  A l a s k a  p e r m a n e n t  f u n d

24 t r a n s f e r r e d  t o  t h e  d i v i d e n d  f u n d  u n d e r  AS  4 3 . 2 3 . 0 4 5 ( b )  d u r i n g  t h e

25 c u r r e n t  y e a r ;

26 ( B )  p l u s  t h e  u n e x p e n d e d  a n d  u n o b l i g a t e d  b a l a n c e s  o f

27 p r i o r  f i s c a l  y e a r  a p p r o p r i a t i o n s  t h a t  l a p s e  i n t o  t h e  d i v i d e n d

28 f u n d  u n d e r  AS  4 3 . 2 3 . 0 4 5 ( d ) ;

29 ( C )  l e s s  t h e  a m o u n t  n e c e s s a r y  t o  p a y  d i v i d e n d s  f r o m

H B 0563A  - 1 -  HB 563



1 t h e  d i v i d e n d  f u n d  i n  t h e  c u r r e n t  y e * r  u n d e r  A S  4 3 . 2 3 . 0 5 5 ( 3 ) ;

2 ( D )  l e s s  t h e  a m o u n t  n e c e s s a r y  t o  p a y  d i v i d e n d s  f r o m

3 t h e  d i v i d e n d  f u n d  d u e  t o  e l i g i b l e  a p p l i c a n t s  w h o ,  a s  d e t e r m i n e d

4 b y  t h e  d e p a r t m e n t ,  f i l e d  f o r  a  p r e v i o u s  y e a r ' s  d i v i d e n d  b y  t h e

5 f i l i n g  d e a d l i n e  b u t  w h o  w e r e  n o t  i n c l u d e d  i n  a  p r e v i o u s  y e a r ' s

6 d i v i d e n d  c o m p u t a t i o n ;

7 (2 )  d e t e r m i n i n g  t h e  n u m b e r  o f  i n d i v i d u a l s  e l i g i b l e  t o

8 r e c e i v e  a  d i v i d e n d  p a y m e n t  f o r  t h e  c u r r e n t  y e a r ;  a n d

9 (3 )  d i v i d i n g  t h e  a m o u n t  d e t e r m i n e d  u n d e r  (1 )  o f  t h i s  s e c t i o n

10 b y  t h e  a m o u n t  d e t e r m i n e d  u n d e r  (2 )  o f  t h i s  s e c t i o n .

11 *  S e c .  2 .  T h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1 ,  1991 .

(
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907 -365 3800

LEGISLATIVE A F F A I R S  A G E N C Y

M E M O R A N D U M  F e b ru a ry  2 7 , 1990

SUBJECT: N o t ic e  r e g a r d in g  P e rm a n e n t Fund
D iv id e n d s  (SB 346)

TO: S e n a to r  J im  D uncan

FROM: Tam ara B ra n d t Cook/ftCS
D i r e c t o r  ) r
D iv i s i o n  o f  L e g a l S e rv ic e s

H e re  i s  th e  s e c t io n a l  summary t h a t  y o u  re q u e s te d  o f  SB 346 .

S e c t io n  1 . R e q u ire s  th e  c o m m is s io n e r  o f  re v e n u e  to  
d e te rm in e  th e  v a lu e  o f  a p e rm a n e n t fu n d  d iv id e n d  b e fo r e  
O c to b e r  1 . E x i s t i n g  la w  r e q u i r e s  th e  d e te r m in a t io n  to  be 
made b y  O c to b e r  1. E l im in a te s  n o t i c e  p r o v is io n s  fro m  th e  
s e c t io n  on d e te r m in a t io n  o f  v a lu e  o f  th e  d iv id e n d  and th e s e  
a re  moved t o  a new  s e c t io n .

S e c t io n  2 . E s ta b l is h e s  a new s t a t u t e  d e a l in g  w i t h  n o t ic e  
r e q u ir e m e n ts .  R e q u ire s  th e  c o m m is s io n e r  to  g iv e  p u b l i c  n o ­
t i c e  o f  th e  v a lu e  o f  a d iv id e n d  b y  O c to b e r  1 , and t h i s  i s  
th e  e x is t in g  r e q u ir e m e n t .  The n o t i c e  and th e  s tu b  a t ta c h e d  
to  each  c h e c k  m u s t c o n ta in  th e  f o l lo w in g  s p e c i f i c  in fo r m a ­
t i o n ;

(1 )  th e  am ount o f  each  d iv id e n d  a t t r i b u t a b l e  to  incom e  
e a rn e d  on d e p o s its  t o  th e  p e rm a n e n t fu n d  r e q u i r e d  by  
th e  c o n s t i t u t i o n  ( n o t  r e q u i r e d  b y  e x i s t i n g  l a w ) ;

(2 )  th e  am ount a t t r i b u t a b l e  to  incom e  e a rn e d  fro m  ap ­
p r o p r ia t i o n s  to  th e  p e rm a n e n t fu n d  and fro m  am ounts 
added to  o f f s e t  th e  e f f e c t s  o f  i n f l a t i o n  on th e  pe rm a ­
n e n t  fu n d  ( n o t  r e q u i r e d  b y  e x i s t i n g  l a w ) ;

(3 )  th e  am ount b y  w h ic h  each  d iv id e n d  i s  re d u c e d  to  pay 
c o s ts  o f  th e  h o ld  h a rm le s s  p r o v is io n s  and o f  
a d m in is te r in g  th e  d iv id e n d  p ro g ra m  ( t h i s  r e q u ire m e n t  i s  
c o n ta in e d  i n  e x is t in g  l a w ) .S e c t i o n  3 . T h e  b i l l  t a k e s  e f f e c t  J a n u a r y  1,  1 9 9 1 .T B C : g cG 1 3 / 1 0 8



FROM:
REGARDS:
DATE:

gUatfka i£>tate Ucgtsflature
S e n a t o r  J i m  D u n c a nP .O . Box v J u n e a u .  A l a s k a  

(907) 4 6 5 - 4 7 6 6

9 9 8 1 1 - 3 1 0 0

S e n a t o r  Pa t  Po u r c h o t  
C h a i r
S t a t e  Af f J r s .  C o m m it t e e

S e n a t o r  

R e q u e s t  f o r  

J a n u a r y  9, 1990
g o n  SB 346

C O M M I T T E E S :  
Finance 

Vice Chair - 
Health Education 
4. Social Services 
Budget & Audit 
Banking &. 
Economic 

Development

I  WOULD A P P R E C IA T E  T H E  E A R L I E S T  P O S S I B L E  H EA R IN G  D A T E  FOR SB 346 .
SB 346  a m e n d s  A la s k a  S t a t u t e  4 3 . 2 3 .  r e q u i r i n g  t h e  C o m m is s io n e r  o f  
t h e  D e p a r tm e n t  o f  R e v e n u e  t o  d i s c l o s e  o n  P e r m a n e n t  F u n d  D i v i d e n d
S TU B S  T H E  AMOUNT O F  T H E  D IV ID E N D S  A S  T H E  R E S U L T  O F 
C O N S T IT U T IO N A L L Y  M ANDATED D E P O S IT S  AND T H E  AMOUNT A T T R I B U T A B L E  TO  
L E G I S L A T I V E  A P P R O P R IA T IO N S .

I  F E E L  I T S  IM PO RTA N T FO R  A LA SK A N S  TO  KNOW T H A T  A S IG N I F I C A N T  
M A JO R IT Y  O F T H E  D IV ID E N D  C H E C K  I S  T H E  R E S U L T  O F A D D IT IO N A L  
A P P R O P R IA T IO N S  TO  T H E  PERM ANENT FUND BY T H E  L E G I S L A T U R E .
S i n c e  i t s  i n c e p t i o n ,  t h e  L e g i s l a t u r e  h a s  a p p r o p r i a t e d  o v e r  $ 5 . 6  
B I L L I O N  OR 61% O F  T H E  PERM ANENT F U N D 'S  P R IN C IP A L .  T H I S  IN C L U D E S  
S P E C I A L  A P P R O P R IA T IO N S  AND M ON IES A D D ED  FO R  IN F L A T IO N  P R O O FIN G .
C o n s t i t u t i o n a l l y  m a n d a te d  f u n d s  a c c o u n t  f o r  j u s t  o v e r  $ 3 . 5  
B I L L I O N  O F  T H E  FUN D, OR 39%.
I  WAS SP U R R ED  TO  IN TR O D U C E  T H I S  B I L L  FO LLO W IN G  T H E  D IS C L O S U R E  O F 
U N A U TH O R IZ ED  D E D U C T IO N S  FROM T H E  1989 D IV ID E N D  BY T H E
A d m i n i s t r a t i o n .  A l e g i s l a t i v e  a u d i t  I  r e q u e s t e d  c o n c l u d e d ,
" . . . T H E  D E C IS IO N  TO  MAKE D E D U C T IO N S  FROM TH E  G EN ER A L  P U B L I C ' S  
D IV ID E N D  C H E C K S  FO R  T H E  P U B L IC  S A F E T Y  AND C O R R E C T IO N S  PROGRAMS 
WAS C L E A R L Y  CO N TR A RY  TO  T H E  L E G I S L A T U R E 'S  I N T E N T ."

AS YOU KNOW, T H E  IN T E N T  IN V O LV ED  U SIN G  F E L O N 'S  D IV ID E N D S  FO R  
T H E S E  PROGRAM S. WHEN A CO U R T R U LIN G  F O R E C L O S E D  T H I S  U S E , TH E
A d m i n i s t r a t i o n  r e d u c e d  t h e  d i v i d e n d s  o f  a l l  A l a s k a n s . T h e  
A d m i n i s t r a t i o n  s h o u l d  h a v e  r e q u e s t e d  a  s u p p l e m e n t a l  a p p r o p r i a t i o n  
i n s t e a d . T h e  A d m i n i s t r a t i o n  h a s  i n d i c a t e d  i t  w i l l  m a k e  s u c h  a
R E Q U E S T  I F  U L T IM A T E  CO U R T R U LIN G S  F O R B ID  TH E  U S E  O F  F E L O N 'S  
D IV ID E N D S  AND R O L L  T H E  U N A U TH O R IZED  R E D U C T IO N S  IN TO  T H E  1990
d i v i d e n d . L e g i s l a t o r s , i n c l u d i n g  m y  o f f i c e , f i e l d e d  m a n y
C O N S T IT U E N T  I N Q U IR IE S  ON T H I S  M A TTER . MANY C O N S T IT U E N T S  W ERE 
CO N FU SED  AND H E LD  T H E  L E G I S L A T U R E  TO  BLAM E. A s  A R E S U L T ,  I  F E E L
A l a s k a n s  n e e d  t o  k n o w  t h e  l e v e l  o f  s u p p o r t  t h e  L e g i s l a t u r e  h a s
G IV EN  TO  T H E  PERM ANENT FUN D. A D IS C L O S U R E  ON T H E  D IV ID E N D  STU B  
W I L L  R E V E A L  T H I S  L E V E L  O F S U P P O R T.

Yo u r  c o n s i d e r a t i o n  o f  t h i s  r e q u e s t  i s  m o s t  a p p r e c i a t e d .

------------------------------------------------------------------------- D is t r ic t  C -------------------------------------------------- -



TUTTl I f  I h W M  

THU L liO lliaT I®
LEGISLATIVE A F FAIRS A G E N C Y

M E M O R A N D U M  F e b ru a ry  2 7 , 1990

SUBJECT: N o t ic e  r e g a r d in g  P e rm a n e n t Fund
D iv id e n d s  (SB 346)

TO: S e n a to r  J im  Duncan

FROM: Tam ara B ra n d t  Cook//xC/
D i r e c t o r  1 r
D iv i s io n  o f  L e g a l S e rv ic e s

POUCHY $TAfE CAPITOL 
JUNEAU ALASKA 778 II 

707 *165-3800

H ere  i s  th e  s e c t io n a l  summary t h a t  y o u  re q u e s te d  o f  SB 346 .

S e c t io n  1 . R e q u ire s  th e  c o m m is s io n e r  o f  re v e n u e  to  
d e te rm in e  th e  v a lu e  o f  a p e rm a n e n t fu n d  d iv id e n d  b e fo r e  
O c to b e r  1 . E x is t in g  la w  r e q u i r e s  th e  d e te r m in a t io n  to  be 
made b y  O c to b e r  1 . E l im in a te s  n o t i c e  p r o v is io n s  fro m  th e  
s e c t io n  on d e te r m in a t io n  o f  v a lu e  o f  th e  d iv id e n d  and th e s e  
a re  moved t o  a new s e c t io n .

S e c t io n  2 . E s ta b l is h e s  a new s t a t u t e  d e a l in g  w i t h  n o t ic e  
r e q u ir e m e n ts .  R e q u ire s  th e  c o m m is s io n e r  t o  g iv e  p u b l i c  n o ­
t i c e  o f  th e  v a lu e  o f  a d iv id e n d  b y  O c to b e r  1, and t h i s  i s  
th e  e x i s t i n g  r e q u ir e m e n t .  The n o t i c e  and  th e  s tu b  a t ta c h e d  
to  each  c h e c k  m u s t c o n ta in  th e  f o l lo w in g  s p e c i f i c  in fo r m a ­
t i o n ;

(1 )  th e  am ount o f  each  d iv id e n d  a t t r i b u t a b l e  to  incom e  
e a rn e d  on d e p o s its  to  th e  p e rm a n e n t fu n d  r e q u i r e d  b y  
th e  c o n s t i t u t i o n  ( n o t  r e q u i r e d  b y  e x i s t i n g  l a w ) ;

(2 )  th e  am ount a t t r i b u t a b l e  t o  incom e  e a rn e d  fro m  a p ­
p r o p r ia t io n s  to  th e  p e rm a n e n t fu n d  and fro m  am ounts 
added  t o  o f f s e t  th e  e f f e c t s  o f  i n f l a t i o n  on th e  p e rm a ­
n e n t fu n d  ( n o t  r e q u i r e d  b y  e x i s t i n g  l a w ) ;

(3 )  th e  am ount by  w h ic h  each  d iv id e n d  i s  re d u c e d  t o  pay  
c o s ts  o f  th e  h o ld  ha rm ?ess p r o v is io n s  and o f  
a d m in is t e r in g  th e  d iv id e n d  p ro g ra m  ( t h i s  r e q u ire m e n t  i s  
c o n ta in e d  i n  e x i s t i n g  l a w ) .S e c t i o n  3 . T h e  b i l l  t a k e s  e f f e c t  J a n u a r y  1 ,  1 9 9 1 .
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THE LEGISLATURE
BUDGET AND AUDIT COMMITTEE 

M E M O R A N D U M

AUDIT DIVISION 
P.O. BOX W
JUNEAU, ALASKA 99811-3300

DATE: N o v e m b e r  2 , 1989

TO: C h a irm a n  and Members o f
th e  L e g is la t i v e  B ud ge t 
and A u d i t  C om m ittee

F R OM: R a n d y  S. W e lk e r  ^
L e g i s l a t i v e  A u d i t o r

RE: P e rm a ne n t Fund D iv id e n d  (PFD) C hecks

As re q u e s te d  a t  th e  O c to b e r  20 , 1989 m e e t in g  o f  th e
C o m m itte e , we have  c o m p le te d  o u r i n i t i a l  r e v ie w  o f  th e  
c ir c u m s ta n c e s  le a d in g  up to  th e  d e d u c t io n s  fro m  th e  PFD 
c h e cks  to  fu n d  c e r t a in  p ro g ra m s  w i t h i n  th e  D e p a r tm e n ts  o f  
R evenue , H e a lth  and S o c ia l  S e rv ic e s ,  P u b l ic  S a fe ty ,  and 
C o r r e c t io n s .  As you  a re  a l l  w e l l  aw are  b y  now , th e  
d e d u c t io n s  fro m  each  i n d i v i d u a l  PFD c h e c k  as d is c lo s e d  on 
th e  ch e ck  s tu b  has g e n e ra te d  much p u b l i c  i n t e r e s t  and 
c o n c e rn . The f o l lo w in g  in fo r m a t io n  i s  p ro v id e d  to  sum m arize  
o u r  re v ie w  o f  th e  is s u e s .

The 1989 p e rm a n e n t fu n d  d iv id e n d  was c a lc u la t e d  b y  th e  
D e p a rtm e n t o f  Revenue to  be $ 8 7 3 .1 6 . Each d iv id e n d  ch e ck  
s tu b  c o n ta in e d  th e  f o l lo w in g  in f o r m a t io n :

REDUCTIONS PER DIVIDEND CHECK:
COSTS OF ADMINISTERING DIVIDEND PROGRAM..........$ 6.83 (DEPT. OF REV.)
"HOLD HARMLESS" OF PERSONS WHOSE FEDERAL
BENEFITS ARE CUT WHEN THEY RECEIVE DIVIDENDS... $22.72 (DEPT, OF H&SS)
SEX OFFENDER TREATMENT AND GATE MONEY FOR
RELEASED PRISONERS.....................................................$ 1.47 (DEPT. OF CORR.)
VIOLENT CRIMES COMPENSATION BOARD....................... $ 1.42 (DEPT. OF P.S.)

TOTAL.................................................................................. $32.44
D e p a rtm e n ts  o f  Revenue and H&SS P rogram s

The fu n d in g  s o u rc e  f o r  th e  a d m in is t r a t io n  o f  th e  d iv id e n d  
p ro g ra m  and  th e  h o ld  h a rm le s s  p ro g ra m  i n  H&SS has been  fro m  
th e  P e rm anen t Fund D iv id e n d  Fund s in c e  FY 84 and FY 83 , 
r e s p e c t iv e ly .  D is c lo s u re  o f  th e  am ount b y  w h ic h  each 
d iv id e n d  c h e c k  was re d u c e d  f o r  th e s e  p ro g ra m s  was r e q u i r e d  
b y  th e  passage  o f  C h a p te r 57 , SLA 19 87 . T h a t c h a p te r  a ls o  
r e q u i r e d  th e  D e p a rtm e n t o f  Revenue to  d is c lo s e  t h i s  in fo r m a ­
t i o n  on th e  s tu b  a t ta c h e d  to  each i n d i v i d u a l  d iv id e n d  c h e c k .



c  <

L e g i s l a t i v e  B u d g e ta n d  A u d i t  C o m m i t t e e  - 2 -  N o v e m b e r  2 ,  1989
S in c e  th e s e  tw o  p ro g ra m s  a re  lo n g s ta n d in g ,  s p e c i f i c a l l y  
p ro v id e d  f o r  i n  s t a t u t e ,  and h ave  a p p e a re d  on th e  c h e c k  
s tu b s  i n  th e  p a s t ,  t h i s  memo w i l l  c e n te r  on th e  D e p a rtm e n t 
o f  C o r r e c t io n s  and th e  D e p a rtm e n t o f  P u b l ic  S a fe ty  p ro g ra m s  
fu n d e d  by s p e c i f i c  d e d u c t io n s  fro m  th e  d iv id e n d  ch e cks  f o r  
th e  f i r s t  t im e  t h i s  y e a r .  H ow eve r, th e  l e g i s l a t u r e  s h o u ld  
c o n t in u e  to  r e v ie w  th e  in c r e a s in g  c o s ts  o f  th e  d iv id e n d  
p ro g ra m  a d m in is t r a t io n  and th e  h o ld  h a rm le s s  p ro g ra m  as th e y  
r e p re s e n t  $ 2 9 .5 5  o f  th e  $ 3 2 .4 4  d e d u c te d  fro m  each  c h e ck  t h i s  
y e a r .  The e n c lo s e d  memo d a te d  O c to b e r  25 , 1989 fro m  M ik e  
G reany to  S e n a to r  R ic k  U e h lin g  p r o v id e s  a summary o f  
a p p r o p r ia t io n s  f o r  th e s e  p ro g ra m s .

D e p a rtm e n ts  o f  P u b l ic  S a fe ty  and C o r r e c t io n s  P rog ram s

C h a p te r  54 , SLA 1988 amended th e  e l i g i b i l i t y  s t a t u t e s  f o r  
p e rm a n e n t fu n d  d iv id e n d s  to  s t a t e  t h a t  " . . . a n  i n d i v i d u a l  who 
has been  c o n v ic te d  o f  a f e lo n y  i s  n o t  e l i g i b l e  f o r  a 
p e rm a n e n t fu n d  d iv id e n d  f o r  a y e a r  w hen, d u r in g  a l l  o r  p a r t  
o f  th e  f i s c a l  y e a r  e n d in g  June  30 o f  th e  c u r r e n t  y e a r ,  as a 
r e s u l t  o f  th e  c o n v ic t io n  th e  i n d i v i d u a l  i s  in c a r c e r a te d "  
(AS 4 3 .2 3 .0 0 5 ( d ) ) .  H ow e ve r, th e  in c a r c e r a te d  fe lo n s  w e re  
to  be c o n s id e re d  e l i g i b l e  f o r  th e  p u rp o s e s  o f  c a lc u la t i n g  
th e  am ount o f  a d iv id e n d  (AS 4 3 .2 3 .0 3 5 ( b ) ) .  I n  o th e r  w o rd s , 
th e  fe lo n s  w o u ld  be in c lu d e d  i n  th e  c o u n t o f  e l i g i b l e  
i n d i v id u a ls  to  be d iv id e d  i n t o  th e  t o t a l  d o l l a r  am ount 
a v a i la b le  f o r  d i s t r i b u t i o n  as d iv id e n d s ;  h o w e v e r, th e y  w o u ld  
n o t  be e l i g i b l e  t o  r e c e iv e  t h e i r  d iv id e n d .

C h a p te r  54 , SLA 1988 a ls o  in c lu d e d  th e  f o l lo w in g  i n t e n t  
s ta te m e n t :

I t  i s  th e  i n t e n t  o f  th e  l e g i s l a t u r e  t h a t  an am ount 
a p p r o x im a te ly  e q u a l to  th e  money t h a t  w o u ld  
o th e r w is e  be p a id  as p e rm a n e n t fu n d  d iv id e n d s  to  
i n d i v id u a ls  d e te rm in e d  to  be i n e l i g i b l e  u n d e r  
AS 4 3 .2 3 .0 0 5 ( d ) ,  as e n a c te d  b y  s e c . 1 o f  t h i s  A c t ,  
be a p p r o p r ia te d  a n n u a l ly  fro m  th e  d iv id e n d  fu n d  to  
th e  c r im e  v i c t i m  c o m p e n s a tio n  fu n d  (AS 1 8 .6 7 .1 6 2 )  
to  c a r r y  o u t  th e  p u rp o s e s  o f  AS 1 8 .6 7 .

The a c t io n s  ta k e n  b y  th e  l e g i s l a t u r e  i n  d e b a t in g  and p a s s in g  
t h i s  l e g i s l a t i o n  c l e a r l y  show t h a t  t h e i r  i n t e n t  was n e i t h e r  
t o  in c re a s e  th e  am ount o f  th e  g e n e ra l p u b l i c 's  d iv id e n d  b y  
d e c la r in g  fe lo n s  i n e l i g i b l e  n o r  to  re d u c e  th e  am ount o f  th e  
g e n e ra l p u b l i c 's  d iv id e n d  to  pay  f o r  c e r t a i n  p ro g ra m s . I t  
was th e  i n t e n t  o f  th e  l e g i s l a t u r e  to  ta k e  th e  d iv id e n d  away 
fro m  o th e r w is e  e l i g i b l e  i n d i v id u a ls  and use  th o s e  fu n d s  to  
pay f o r  th o s e  p ro g ra m s .

S T A T E  O F  A L A S K A D I V I S I O N  O F  L E G I S L A T I V E  A U D I T



L e g i s l a t i v e  B ud ge t
and A u d i t  C om m ittee  - 3 -  Novem ber 2 , 1989

The G o v e rn o r 's  p ro p o s e d  FY 90 b u d g e t in c lu d e d  a v a r i e t y  o f  
uses  f o r  th e  fu n d s  w i t h h e ld  fro m  th e  f e lo n s ,  e s t im a te d  to  be 
a p p r o x im a te ly  $ 1 ,5 0 0 ,0 0 0 . The l e g i s l a t u r e  amended th e  
G o v e rn o r 's  p ro p o s a l b y  s h i f t i n g  m ore fu n d in g  to  th e  V io le n t  
C rim es C o m p e n sa tio n  B o a rd  as r e f l e c t e d  b e lo w :

( I n  T ho u sa n d s)

D e p a r tm e n t/ P rog ram ___________  G o v e rn o r L e g is la t u r e

C o r r e c t io n s :
P o s t S e co n d a ry  E d u c a t io n  
S u b s ta n c e  Abuse 
Sex O f fe n d e r  T re a tm e n t 
A n g e r M anagem ent 
C om m un ity  R e s id e n t ia l  

E x p a n s io n

$ 2 0 0 .0
2 0 0 .0
1 2 3 .5
1 5 0 .0

4 0 0 .0

Sex O f fe n d e r  T re a tm e n t 
H i la n d  M t. CC 
F a irb a n k s  CC 
Lemon C reek  CC

$ 3 2 8 .2
1 5 0 .2  
1 5 0 .0

G a te  M oney 2 2 5 .0 1 3 5 .0

T o ta l  C o r r e c t io n s $ 1 ,2 9 8 .5 $ 7 6 3 .4

P u b l ic  S a fe ty :
V io le n t  C rim es

C o m p e n sa tio n  B o a rd $ 2 0 1 .5 $ 7 3 6 .6

T o t a l $ 1 ,5 0 0 .0 £1 .5 0 0 .0

A la w s u i t  c h a l le n g in g  th e  c o n s t i t u t i o n a l i t y  o f  C hapter- 54 , 
SLA 1988 was d e c id e d  b y  th e  S u p e r io r  C o u r t  i n  f a v o r  o f  th e  
f e lo n s .  H ow eve r, th e  C o u r t  d id  n o t  r e q u i r e  th e  S ta te  to  
im m e d ia te ly  d i s t r i b u t e  th e  d iv id e n d  c h e cks  to  th e  f e lo n s ;
a l lo w in g  th e  S ta te  t im e  to  a p p e a l th e  case  to  th e  Supreme
C o u r t .  As a r e s u l t ,  th e  am ount t h a t  may be r e q u i r e d  to  p a y  
th e  f e lo n s  i s  b e in g  h e ld  i n  t r u s t .  The C o u r t  has d i r e c t e d  
t h a t  i n t e r e s t  be a c c u m u la te d  on t h i s  am ount and p a id  to  th e
fe lo n s  i f  th e  S t a t e 's  a p p e a l i s  u n s u c c e s s fu l .

F aced  w i t h  th e  c o u r t  o rd e re d  t r u s t  i n  a d d i t i o n  to  th e  
a p p r o p r ia t io n s  sum m arized  a b o v e , th e  D e p a rtm e n t made th e  
d e c is io n  t o  d e d u c t am ounts fro m  each  i n d i v i d u a l ' s  d iv id e n d  
c h e c k  to  p r o v id e  fu n d in g  f o r  th e  p ro g ra m s  s in c e  th e  in te n d e d  
s o u rc e  o f  fu n d in g  ( th e  fe lo n s  d iv id e n d s  now h e ld  i n  t r u s t )  
was n o t  a v a i la b le .  A c c o rd in g  to  C o m m is s io n e r M a lo n e , no 
s e r io u s  c o n s id e r a t io n  was g iv e n  to  a n y  a l t e r n a t i v e  ways o f

S T A T E  O F  A L A S K A D I V I S I O N  O F  L E G I S L A T I V E  A U D I T
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r e s o l v i n g  the f u n d i n g  d e m a n d s .  It a p p e a r s  t h a t  the O f f i c e  
of  the G o v e r n o r ' s  d e c i s i o n  to s e e k  s u p p l e m e n t a l  funding, if 
n e c e s s a r y ,  to a d d  to n e x t  y e a r ' s  d i v i d e n d  w a s  n o t  m n d e  u n t i l  
a f t e r  the d e d u c t i o n s  w e r e  c a l c u l a t e d  a n d  the c h e c k  d i s t r i b u­

ti o n  h a d  be g u n .

T h e  C o m m i s s i o n e r  a l s o  s t a t e d  that, in k e e p i n g  w i t h  the 
i n t e n t  o f  t h e  l e g i s l a t u r e  in r e f e r e n c e  to t h e  d i s c l o s u r e  of 
the uses o f  the d i v i d e n d  funds, h e  d i r e c t e d  s p e c i f i c  w o r d i n g  
to be  s h o w n  o n  t:lie c h e c k  s t u b s  for the C o r r e c t i o n s  a n d  
P u b l i c  S a f e t y  p r o g r a m s .

A u d i t o r ' s  O b s e r v a t i o n s

T h e  D e p a r t m e n t  o f  R e v e n u e ' s  a c t i o n s  w e r e  n o t  c o n t r a r y  to a n y  
p r o v i s i o n  o f  law. H o w e v e r ,  the d e c i s i o n  to m a k e  d e d u c t i o n s  
f r o m  the g e n e r a l  p u b l i c ' s  d i v i d e n d  c h e c k s  f o r  the P u b l i c  
S a f e t y  a n d  C o r r e c t i o n s  p r o g r a m s  w a s  c l e a r l y  c o n t r a r y  to the 
l e g i s l a t u r e ' s  intent.

O n c e  the d e c i s i o n  w a s  m a d e  to d e d u c t  the a m o u n t s  f r o m  the 
i n d i v i d u a l  d i v i d e n d  c h e cks, it w a s  a p p r o p r i a t e ,  a l t h o u g h  n o t  
r e q u i r e d ,  to d i s c l o s e  the a m o u n t  d e d u c t e d  o n  the c h e c k  stub.

H o w e v e r ,  an a p p r o p r i a t i o n  f r o m  the P e r m a n e n t  F u n d  D i v i d e n d  
F u n d  f o r  Stat-e o p e r a t i n g  p r o g r a m s  does n o t  r e q u i r e  an 
i m m e d i a t e  t r a n s f e r  o f  m o n i e s  o u t  o f  the Fund. T h e  s t a t e  
a c c o u n t i n g  s y s t e m  is a p p r o p r i a t e l y  c a p a b l e  o f  a l l o w i n g  
a g e n c i e s  to e x p e n d  a g a i n s t  an a p p r o p r i a t i o n  p r i o r  to a c t u a l  
r e c e i p t  of  t h e  funds, as l o n g  as the a c t u a l  r e c e i p t  o c c u r s  
at some p o i n t  d u r i n g  the l e g a l  l i f e  o f  the a p p r o p r i a t i o n .  
T h e r e f o r e ,  u s i n g  this l e g i t i m a t e  a c c o u n t i n g  a p p r o a c h ,  t h e r e  
w a s  no u r g e n c y  m a n d a t i n g  the d e d u c t i o n s  f r o m  the i n d i v i d u a l  
d i v i d e n d s .

A p p r o a c h i n g  the p r o g r a m  f u n d i n g  d e c i s i o n  in this m a n n e r  
w o u l d  n o t  b e  w i t h o u t  s o m e  risk. If the S t a t e  u l t i m a t e l y  
p r e v a i l s  in its appeal, f u nds n o w  h e l d  in t r u s t  w o u l d  be 
a v a i l a b l e  to f u n d  the p r o g r a m s .  H o w e v e r ,  if the f e l o n s  
p r e v a i l  a n d  the D e p a r t m e n t  is r e q u i r e d  to d i s t r i b u t e  the 
a m o u n t s  to the felons, the D i v i d e n d  F u n d  w o u l d  n o t  h a v e  the 
a v a i l a b l e  u n o b l i g a t e d  funds to t r a n s f e r  to the p r o g r a m s  a n d  
w i t h o u t  a s u p p l e m e n t a l  f r o m  the l e g i s l a t u r e ,  the p r o g r a m s  
w o u l d  b e  in a s h o r t f a l l  s i t u a t i o n .  A s s e s s i n g  the p o t e n t i a l  
risk, t h e r e f o r e ,  w o u l d  i n v o l v e  a s s e s s i n g  the l i k e l i h o o d  that 
the l e g i s l a t u r e  w o u l d  f a v o r a b l y  c o n s i d e r  a s u p p l e m e n t a l  
r e q u e s t .

T h e  a s s e s s m e n t  o f  th a t  r i s k  c o u l d  h a v e  b e e n  a c c o m p l i s h e d  
w i t h  r e l a t i v e  e a s e  t h r o u g h  c o m m u n i c a t i o n  w i t h  the l e a d e r s h i p  
of  the H o u s e  a n d  Senate, a n d  the F i n a n c e  C o m m i t t e e s ,  as w e l l  
as the L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  w h i c h  is the

S T A T E  O F A L A S K A D I V I S I O N  OF L E G I S L A T I V E  A U D I T
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p e rm a n e n t i n t e r im  c o m m itte e  o f  th e  l e g i s l a t u r e  a s s ig n e d  th e  
r e s p o n s i b i l i t y  o f  a d v is in g  th e  e x e c u t iv e  b ra n c h  on i n t e r im  
b u d g e ta ry  m a t te r s .  The D e p a rtm e n t o f  Revenue u sed  t h i s  
avenue  i n  th e  p a s t  when th e y  p re s e n te d  a p ro p o s a l t o  th e  
C om m ittee  on d i s t r i b u t i n g  re m a in in g  b a la n c e s  o f  p r i o r  y e a r  
d iv id e n d  a p p r o p r ia t io n s .  W h ile  th e  ou tcom e o f  t h a t  
p r e s e n ta t io n  was n o t  w h a t th e  D e p a rtm e n t had  h o p e d , a t  
l e a s t  th e y  h a d  a c le a r  u n d e rs ta n d in g  o f  th e  in te n d e d  a c t io n  
o f  th e  l e g i s l a t u r e ,  as v ie w e d  b y  th e  C o m m itte e .

C o m m iss io n e r M a lo n e , i n  a l e t t e r  d a te d  Novem ber 1 , 1989 ,
(c o p y  e n c lo s e d )  re c o g n iz e s  th e  v a lu e  o f  t h i s  a p p ro a c h  and 
b e l ie v e s  i t  s h o u ld  be fo l lo w e d  i n  th e  f u t u r e  i f  p ro b le m s  
a r is e  w i t h  th e  d iv id e n d s .

R ecom m endations

You have  a s k  d c h a t  we p r o v id e  a n y  re c o m m e n d a tio n s  t h a t  may 
h e lp  to  a v o id  s i m i l a r  s i t u a t i o n s  i n  th e  f u t u r e .  T h e re  a re  
tw o  p r im a r y  a re a s  w he re  l e g i s l a t i v e  a c t io n  may be w a r ra n te d .

F i r s t  i s  th e  e n a b l in g  l e g i s l a t i o n  f o r  w i t h h o ld in g  d iv id e n d s  
fro m  th e  in c a r c e r a te d  f e lo n s .  The c u r r e n t  is s u e  u n d e r  
a p p e a l r e s t s  w i t h  th e  in c a r c e r a t io n  a s p e c ts  o f  th e  s t a t u t e s  
and n o t  w i t h  th e  o v e r a l l  c o n c e p t o f  d e n y in g  d iv id e n d s  to  
f e lo n s .  I t  i s  im p o r ta n t  to  n o te  t h a t  w h i le  th e  a p p e a l o f  
t h i s  case  i s  n a r r o w ly  fo c u s e d  on th e  in c a r c e r a t io n  is s u e ,  
a n o th e r  case  i s  c u r r e n t l y  a t  th e  t r i a l  c o u r t  l e v e l  t h a t  
c h a lle n g e s  th e  l e g i s l a t i o n  on s e v e r a l  b a s e s . I t  i s  u n l i k e l y  
t h a t  th e  se co n d  case  w i l l  be f i n a l l y  d e c id e d  b e fo re  th e  end 
o f  th e  1990 l e g i s l a t i v e  s e s s io n .  We recommend t h a t  no  
l e g i s l a t i v e  changes be a t te m p te d  u n t i l  b o th  th e  cases a re  
c o n c lu d e d . I f  th e  S ta te  i s  u l t im a t e l y  u n s u c c e s s fu l  i n  
d e fe n d in g  th e  l e g i s l a t i o n ,  th e  D iv i s io n  o f  L e g a l S e rv ic e s  
s h o u ld  r e v ie w  th e  f i n a l  d e c is io n s  and s u p p o r t in g  o p in io n s  to  
d e te rm in e  i f  th e  s t a t u t e s  can be  amended w i t h o u t  d e fe a t in g  
th e  in te n d e d  g o a l o f  th e  l e g i s l a t i o n .

S e c o n d ly , th e  l e g i s l a t u r e  s h o u ld  c o n s id e r  m a k in g  c o n d i t i o n a l  
a p p r o p r ia t io n s  when th e r e  i s  u n c e r t a in t y  s u r ro u n d in g  th e  
in te n d e d  ou tcom e  o f  l e g i s l a t i o n ,  as th e r e  was a t  th e  t im e  
th e  a p p r o p r ia t io n s  w e re  made f o r  th e  C o r r e c t io n s  and P u b l ic  
S a fe ty  p ro g ra m s . The D iv i s io n  o f  L e g a l S e rv ic e s  can  d r a f t  
c o n d i t i o n a l  la n g u a g e , f o r  e x a m p le , t h a t  th e  s o u rc e  o f  
fu n d in g  f o r  th e  V io le n t  C rim e s  C o m p e n sa tio n  B oard  
a p p r o p r ia t io n  i s  fro m  money a v a i la b le  fro m  w i t h h o ld in g  
d iv id e n d s  f ro m  fe lo n s  and i f  no money i s  a v a i la b le ,  th e  
s o u rc e  o f  fu n d in g  i s  th e  G e n e ra l F und . The c o n d i t io n  m ig h t  
in s te a d  be  f o r  th e  a f f e c t e d  a g e n cy  to  se e k  a s u p p le m e n ta l 
a p p r o p r ia t io n  d u r in g  th e  n e x t  l e g i s l a t i v e  s e s s io n .  H ow ever 
th e  c o n d i t io n  i s  e s ta b l is h e d ,  th e  l e g i s l a t u r e  w o u ld  be 
p r o v id in g  s p e c i f i c  d i r e c t i o n  to  th e  a d m in is t r a t io n .

S T A T E  O F  A L A S K A D I V I S I O N  O F  L E G I S L A T I V E  A U D I T
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T h e  l e g i s l a t u r e  m i g h t  a l s o  w a n t  to c o n s i d e r  n o t  u s i n g  the 
P e r m a n e n t  F u n d  D i v i d e n d  F u n d  as a f u n d i n g  s o u r c e  u n t i l  ail 
the l e g a l  c h a l l e n g e s  to t h e  l e g i s l a t i o n  h a v e  b e e n  r e s o l v e d .  
T h e  D e p a r t m e n t  of  R e v e n u e  c o u l d  c o n t i n u e  to w i t h h o l d  
d i v i d e n d s  f r o m  i n c a r c e r a t e d  f e l o n s  a n d  p l a c e  the m o n i e s  in 
t r u s t  u n t i l  r e s o l u t i o n .  If the S t a t e  u l t i m a t e l y  p r e v a i l s ,  
the a m o u n t  h e l d  in t r u s t  w o u l d  e v e n t u a l l y  b e  a v a i l a b l e  for 
a p p r o p r i a t i o n  for d e s i g n a t e d  p r o g r a m s  or d i s t r i b u t i o n  as 
f u t u r e  d i v i d e n d s .

If  y o u  n e e d  a d d i t i o n a l  i n f o r m a t i o n  or w o u l d  l i k e  to d i s c u s s  
the issues i n v o l v e d ,  p l e a s e  c o n t a c t  me.

E n c l o s u r e s
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T H E  L E G I S L A T U R E
BUDGET AUD AUDIT COMMITTEEM F M O R A N D U M

/  FINANCE DIVISION 
P.O. BOX WF 

/  JUNEAU, ALASKA 39811 
PHONE: (907)465-3795

DATE: October 25, 1989

TO: Senator Rick Uehling, Co-Chair
Senate Finance Committee J j

FROM: Mike Greany, Director
Legislative Finance Division

OCT 2 519

SUBJ: PERMANENT FUND PROGRAMS

This is in response to your request for information concerning the 
various programs supported by appropriations from the permanent 
fund dividend fund.

PERMANENT FUND DIVIDEND ADMINISTRATION - DEPARTMENT OF 
REVENUE

The Alaska Permanent Fund Dividend Program was established by 
Chapter 21 ,  SLA 80, which became effective April 16, 1980 .  
Sections of that bill were retroactive to January  1, 1979 .  New 
legislation (Chapter 102, SLA 82, effective June 17, 1982 )  provided 
for a $1 ,000  dividend payment to each Alaska resident for the claim 
year 1982 .

The Permanent Fund Dividend Division was established on January 1, 
1984  (AS 43 .23 ,  15 AAC 23) . Prior distributions of the PFD checks 
were completed by the Department of Revenue using general fund 
dollars. The Division is responsible for ensuring that the public is 
aware of the program and its eligibility and filing requirements . 
O the r respons ib i l i t ie s  include distributing app l ica t ion  fo rm s ,  
assisting the public (especia l ly rural A laska ) in completing and 
filing the appl ications, issuing receipts , determining eligibility, 
making payment to eligible applicants, denying ineligible applicants, 
and providing an appellate process for those denied.
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Previous appropriations made to the Division from the PFD Fund are 
listed below:

FISCAL YEAR ($ 000 )

1 9 8 4  ac tua l  3 , 5 1 2 . 6
1 9 8 5  " 2 , 7 0 3 . 2
1 9 8 6  " 2 , 6 5 2 . 8
1 9 8 7  " 3 , 0 0 7 . 8
1 9 8 8  " 3 , 0 1 6 . 8
1 9 8 9  (au tho r ized )  3 , 1 8 5 . 6
1 9 9 0  (con fe rence )  3 , 5 3 7 . 4

PERMANENT FUND DIVIDEND HOLD HARMLESS - DEPARTMENT OF 
HEALTH AND SOCIAL SERVICES

Chapter 102, SLA 1982 (SB 842 ) al lows individuals to participate in 
state administered programs that depend on f inancial need for 
eligibility without taking into account the receipt of a permanent 
fund dividend check. It also requires the Department of Health and 
Socia l Se rv ices  to provide through the genera l  relief program 
equivalent state welfare covetage to individuals if they have been 
denied participation in any federal assistance program due to the 
receipt of a permanent fund dividend check. The legislation states 
that this period of being held harmless will be in effect for four 
months. When an individual receives a dividend check they may be 
over income and therefore ineligible for ass is tance in the month 
they receive the dividend. Also, if they don't spend all of it right 
away, they can be considered ineligible due to excess resources in 
following months. The four month period al lows them to spend their 
dividend checks in a less pressured manner.

SB 842  was introduced at the request of the Governor in response to 
the lawsuit that was pending in the United States Supreme Court 
concerning the validity of the existing permanent fund dividend 
program. While on the Senate f loor Senator Vic Fischer introduced 
amendments to add the language dealing with the eligibility of
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public assistance and other state programs. The amendments were 
unanimously adopted and the bill was sent to the House. In the House 
Finance Committee amendments were introduced that provided the 
same language concerning hold harmless for the medical assistance 
program and set the effective period at four months.

The following is an historical view of expenditures and authoriza­
tions re la ted to the pe rmanent fund dividend hold ha rm less  
programs:

FISCAL YEAR ADMINISTRATION PROGRAM

1983 (actual ) 2 0 9 . 2 3 ,928 .7
1984 258 .1 5 ,092 .8
1985 2 6 8 . 3 3 ,910 .0
1986 2 5 9 . 8 3,265.1
1987 2 9 3 . 2 3,616.1
1988 2 9 4 . 0 8 ,067 .7
1989 (authorized) 3 3 4 . 3 9 ,516 .4
1990 (conference) 347 .1 1 1 , 7 6 3 . 5

VIOLENT CRIMES COMPENSATION BOARD - DEPARTMENTS OF PUBLIC 
SAFETY AND CORRECTIONS

The justification for the appropriations to the Department of Public 
Safety, Violent Crimes Compensation Board and the Department of 
Corrections may be found in Chapter 54, SLA 1988 . This legislation 
was sponso red  by Representat ive Barnes .  The law concerns 
permanent fund dividends and individuals incarcerated after the 
conviction of a felony. The law specifies that an individual who has 
been convicted of a felony would not be eligible for a permanent fund 
dividend for the year in which the individual is incarcerated. In 
addition, leg is la t ive intent was inco rpo ra ted  into the law. 
Legislative intent specifies that the amount that would otherwise 
be paid as permanent fund dividends to ineligible fe lons should be 
app rop r ia ted  annua l ly  f rom the fund to the c r ime victim 
compensation fund.
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For FY90 the Governor's Office of Management and Budget (OMB) 
estimated that $ 1 ,5 00 ,00 0  would be withheld from ineligible felons. 
It was the assessment of OMB that the crime victim compensation 
fund could only use $ 7 3 6 , 6 0 0 .  OMB and the Department of 
Corrections proposed to use the remaining balance of $ 7 6 3 ,4 00  to 
fund special programs within Corrections. Two programs within 
Corrections received funding from the dividend fund; "gate money" 
and "sex offender". The gate money program ($135 ,000 )  provides a 
minimum amount of money to o f fenders being re leased  from 
inst itutions. The sex  o f fe n d e r  p rog ram ( $ 6 2 8 , 4 0 0 )  p rov ides 
psychological counseling for sex of fenders while they are in the 
institution. Funds were not appropriated from the withheld felons' 
dividends prior to FY90.

At the time the Legis la ture was holding budget de liberat ions 
concerning the funding of programs in Corrections a rd  Public Safety, 
a superior court judge issued a decision on a lawsuit that challenged 
the constitutionality of Chapter 54, SLA 88. The ju jg e  determined 
that fe lons should be included in the pool of eligible applicants for 
dividends. The decision was based upon the assump ion the statute 
does not treat all convicted felons the same way. T nere would be 
instances where convicted fe lons would never be inel gible because 
of the timing of their incarceration. The attorney general does not 
agree with the superior court decision and has appealed the ruling to 
the supreme court. As of this date it is not known when the supreme 
court will hear this case.

It is important to note that when the Department of Revenue was 
calculating the number of eligible applicants, the Department was 
aware of the superior court decision and included the estimated 
number of fe lons in the pool of eligible applicants. Money for their 
dividends ($1 ,5 00 ,000 )  is being held in a trust account pending the 
outcome of the appeal to the supreme court. To fund the programs in 
Corrections and Public Safety the Department of Revenue withdrew 
another $1 ,500 ,000  from the dividend account. The dividend account
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has been charged twice, once for the dividends deposited in the trust 
account and, again for the previously described programs.

I hope that this answers your questions concerning these programs. 
If you require any further information, please let me know.
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D E P A R T M E N T  O F  R E V E N U E  /
P.O. BOX S
JUNEAU. ALASKA 99811-0400 
PHONE: (907) 465-2300 
TELEFAX: (907) 485-2389OFFICE OF THE COMMISSIONER

November 1, 1989

Randy S. Welker, CPA 
Legislative Auditor 
Division of Legislative Audit 
P.O. Box W 
Juneau, AK 99811
Dear Mr. Welker:

I appreciated the opportunity to discuss with you the accounting for
the deductions as shown on the 1989 dividend check. This le tter responds
to your request for a written description of the issues and decisions 
involved in that process.

As you know, under Alaska statute, the Commissioner of Revenue is 
charged with giving public notice by October 1 of the amount of the 
permanent fund dividend for the year.

Basically, the amount of the dividend is figured by dividing the 
amount of permanent fund earnings available for dividends by the number 
of e l ig ib le  Alaskans who apply. ]/

However, there are some twists in figuring the number of "eligible" 
Alaskans. The law directs that people who have been in j a i l  under a 
felony conviction be counted into the total of "eligible" people. The 
law requires these people to be included in the div is ion of the available 
money even though these felons are not e l ig ib le  to receive dividends. In
fact, they are added in even i f  they do not apply. The effect of
including these felons in the calculation is to divide the total amount 
available for dividends among more people, thus making the amount of the 
dividend smaller.

In addition, the law requires the commissioner to disclose the amount 
by which the dividend has been reduced to pay th' costs of administering 
the permanent fund dividend program and the amount of the hold harmless 
provisions of AS 43 23.075 (e l ig ib i l i t y  for public assistance).

The law also states that the commissioner shall include the statement 
on the check attached to each individual dividend check.

The amount of dividend money appropriated to the Department of 
Revenue for running the dividend program this year was $3,537,400.

Dividing this amount by the estimated number of payable applicants 
for 1989, which is 517,693 Alaskans, gives a reduction per dividend check 
of $6.83.
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The legislature appropriated $11,763,500 to the Department of Health 
and Social Services for the hold harmless program. This program is 
designed to try to make sure that Alaskans who lose federal benefits 
(such as AFDC or Old Age Assistance) due to receiving the permanent fund 
dividend do not suffer a drop in income from the loss in benefits. This 
works out to a reduction of $22.72 per dividend.

This year the legislature also appropriated funds from the permanent 
fund dividend account for additional programs.

One of these appropriations from the permanent fund dividend account 
was for $763,400 to the Department of Corrections for sex offender 
treatment and "gate money"( a payment to prisoners on release). This 
amounts to a reductio*' of $1.47 in each check.

The other appropriation from the permanent fund dividenu account was 
for $736,600 to the Department of Public Safety for the operation of the 
v io lent crimes compensation board. This accounts for the remaining 
deduction of $1.42 in the dividend.

I note thct the law does not require the commissioner to show the 
deductions per check for programs other than administrative cost and hold 
harmless programs. However, showing the additional appropriations from 
the permanent fund dividend account as reductions is a consistent way to 
treat the expenses.

I also believe that the intent of the law is to le t  people know how 
much of the permanent fund dividend money is being spent on things other 
than dividends and what those things are. This helps to provide public 
accountabil ity. Deductions shown on check stubs are a fa ir ly  effective 
way to communicate.

As set out above, the legis lature appropriated an additional 
$1,500,000 from the permanent fund dividend account to fund the newly 
l is ted programs this year (sex offender treatment,"gate money", and 
violent crimes compensation), essential ly using these funds to replace 
the traditional general fund money for these purposes.

I understand that the there have been expressions by concerned 
legislators and others that the appropriation of the additional 
$1,500,000 should not be shown on the check stub. I f  I understand the 
reasoning for not showing the amount of these deductions, i t  is that the 
legislators did not intend to reduce the dividends going to other 
Alaskans, because the amount taken from the dividend fund was expected to 
offset the amount of money that would not be paid to Alaskans who were in 
j a i l  for a felony conviction sometime during the past year, since the 
legislature passed a law that was intended to make these people 
in e l ig ib le  to receive dividends.

The law denying the incarcerated felons dividends was held inva l id by 
the Alaska superior court. I t  turned out that the way the law was 
written that two people in j a i l  for the same length of time on the same 
felony conviction would be treated differently. One could get the 
dividend, and the other could not. The superior court decision is being 
appealed.
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In the meantime, the state has been ordered by the court to set aside 
enough money in an interest-bearing trust account to pay the dividends 
for these people i f  they win the ir appeal. This set-aside comes out of 
the total that is available for dividends, and has the effect of reducing 
the dividends for 1989.

$1,500,000 of permanent fund dividend account money was appropriated 
by the legislature for funding the sex offender treatment, "gate" money, 
and violent crimes compensation programs.

You have asked me what consideration was given to using general fund 
money or other funds different from the permanent fund dividend account 
money appropriated by the legislature for these programs once the court 
issued the order requiring that the trust account be set up .

As far as I know, there was no serious consideration given to using 
other funds for these programs. As far as I know there were no other 
funds appropriated, just the money from the permanent fund dividend 
account.

I know there have been suggestions that the executive branch could 
have advised the leg is lat ive budget and audit committee of the potential 
reduction in the dividends, and sought agreement on replacement funding 
in the next regular session. I think that suggestion is a valuable one 
and should be followed in the future i f  a problem arises with the 
dividends.

As for now, I believe that you have received a copy of Budget 
Director Alison El gee's le tter to Senator Duncan advising him that i t  is 
the administration's intent to request a special appropriation to replace 
the lost dividend money i f  the state loses the appeal in the felons' 
lawsuit.

You asked that I l i s t  ny recommendations on the matter.
I recommend:

1) That alj_ uses of permanent fund dividend money, other than the 
amounts used to pay dividends, be shown on the check stub as a deduction 
per check.

I recommend this because amounts appropriated from the permanent fund 
dividend account for other purposes do in fact reduce the dividends. I f  
they were not being used for something else, clearly the dividend check 
amount would be larger .

I recommend that showing these deductions be made a requirement of 
the law so that the people would know what was happening to their money. 
This would end the arguments over what should be shown to the people on 
the stub and what should not be shown. The people of Alaska have a high 
level of interest in the dividend program. This requirement would make 
sure that folks at least knew enough to ask questions.

(
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2) I recommend that the law denying a dividend to a felon be changed 
so that the felon does not get the dividend, but instead the individual 
dividend would be put in a special account to pay any costs that are owed 
to the state or to private individuals by the felon. This could include 
the cost to the state of keeping the person in j a i l  .

I hope this letter answers your questions. I would be glad to 
discuss these recommendations with you or other interested people. I w i l l  
be sending to you a separate letter addressing some of the other, more 
technical, accounting issues in the permanent fund dividend program that 
are not directly connected to this question.

HM:mll
89-225
Enclosure: Copy of check stub.

T7 The calculation also includes other steps, such adding in the amount 
of money carried forward and subtracting the amounts due for prior years 
dividends.
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P .O . Box VState Capitol•Juneau, Alaaka 99811

MEMORANDUM
TO: Senate State Affairs Committee Members
FROM: Senator Pat Pourchot
RE: Wedne-day, April 4 Committee Hearing
DATE: April 3, 1990
On Wednesday, April 4 at 1:30 p.m. in the Beltz Room the Senate State 
Affairs Committee w i l l  hear the following b i l l s :
TELECONFERENCE; Anchorage,Mat-Su,Petersburg,Fairbanks,Delta Junction
SB 537.Longevity Bonus Program.efd. SB 537 would phase out the Longevity 
Bonus Program over a 10-year period. Contrary to previous "stair-stepping" 
proposals, this b i l l  would "grandfather" a recipient into the program at 
the amount of the bonus payment for the year in which he/she qual if ies. 
Persons currently receiving $250 per month would continue to do so for as 
long as they remain in Alaska.
SCR 52. relating to the leasing of space bv the state. Sponsored by Senator
Rodey, the resolution encourages state agencies to avoid leasing practices 
that would cause the construction of substandard commercial structures, 
practices that are referred to as the "capital lease process" and/or the 
"design, build, lease back process". In the capital lease process, leases 
are awarded to the lowest bidder, with no mechanism in place to ensure that 
f a c i l i t i e s  are economical to operate and maintain or are responsive to the 
needs of the agency or the communities. The Committee Substitute passed by 
House Finance is included in your packet. Senator Rodey requests that the 
committee consider revising SCR 52 to be identical to CS HCR 52. The CS
would establish a State Lease Task Force to study the problems with the
Capital Lease process and to submit i ts  findings and recommendations to the 
governor and legislature by 1/21/91.
SB 399, An Act approving leases of office space bv the Department of 
Administration: and providing for an effective date. This b i l l  would 
approve the leases of office space, each of which may which may exceed $1 
mi l l ion in rent, for the following buildings: Juneau: Goldbelt Building, 
Anchorage: Labor Offices at 33rd Street/Eagle Street and the Law Offices in 
the Peterson Towers(near the Court Building.)

SB 346, An Act relating to public notice regarding the value of permanent 
fund dividends: and providing for an effective date. In your packet is the 
proposed CS, which contains the original language of SB 346, requiring the

Alaska State Legislature
S e n .  P a t  P o u r c h o t ,  C h a i r m a n

Sen. Jan  Faika, Vice Chairm an 
Sen. A1 Adams 
Sen. T im  K e lly  
Son, R ic k  UehlinK

Senate State Affairs Committee



Commissioner o f  Revenue to disclose on Permanent Fund Dividend check stubs 
the amount of dividends as the resu l t  o f  const i tu t iona l ly  mandated deposits 
and the amount attr ibutable  to leg is la t ive  appropriations and additional 
language that requires a l l  deductions from the Dividend Fund be l i s ted  on 
the check stub. A l e t t e r  o f  intent would accompany this b i l l  c la r i fy ing  
that a l l  deductions from earnings, i . e .  administration costs, o i l  l i t i g a ­
tion fees and in f la t ion-proo f ing amounts be included in the Permanent Fund 
brochure that is mailed with the PFD checks.



SB 346 .txt 
Pat:
The Permanent Fund Disclosure and Value Bill:

1. Chart show you which "pot" monies come out o f ,  please l e t  me know i f  
this is not what you wanted.
2. In response to your question o f  where Dinkum Sands money came from in FY 
90, (and is l i s ted  the same f o r  FY 91) , i t ' s  Sec. 25 o f  the Budget B i l l ,  
see attached.
3. The two other Coghill Permanent Fund b i l l s  that we heard on PF Day, were 
SB 395, which would fund the costs o f  the hold harmless provisions through 
appropriations rather than from the dividend fund and SB 312, which deletes 
"income averaging" from the determination o f d ist r ibutab le income, requires 
t rans fe r o f  up to 25% o f  the income o f  the PF to the principal at the end 
o f  the year to o f fse t  in f la t ion ,  with 75% o f  the net income being 
transferred to the dividend fund. I have made the assumption that you do 
not want to pursue either concept at th is time. Again, please l e t  me know 
i f  that is net true,
4. House State Af fa i rs  has dealt with the issue o f  disc losure o f  a l l  uses 
o f  the earnings o f  the fund. The Commission made a recommendation (see 
attached) that a l l  uses o f  the earnings o f  the Fund should be shown on the 
dividend check stub bv l i s t in g  the tota l amount o f  each use. Boucher 
introduced HB 563 in response to that recommendation. House State A f fa i rs  
combined components o f  HB 381, Ph i l l ip s  b i l l  on disclosure . Current law is 
that only the disclosure o f  administrative costs and the hold harmless 
costs are le g a l ly  required. They spent quite a bit o f  time debating the 
same issues we did, WHAT WILL LOGICALLY FIT ON A CHECK STUB? Result, the CS 
fo r  HB 563 provides fo r  a l l  appropriations fi
operating budget, in f la t ion-proo f ing , legal fees 
from the Earning Reserve Account, the Dividend F

5. I received an OK from Duncan's s t a f f  to incorporate the components in CS 
HB 563 into his b i l l ,  SB 346.
6. I have requested a blank CS combining the two b i l l s , .  After your review, 
I w i l l  request a CS fo r  the Wednesday hearing. The important part o f  
Boucher's b i l l  is the " le t t e r  o f intent"which w i l l  hopeful ly d irect the PF 
to do the disclosure. They currently do not include the i r  $5.6 mil 
operating costs in the brochure that goes out with the checks.
7. The thing we want to avoid at the hearing is the size o f  type to use on 
the check stub to t ry  to f i t  in a l l  the disclosures. . .we wi l l  probably 
want to consider a l e t t e r  o f  intent as well .

be disclosed on an informational f l y e r .

l i s ted  on the check stub and that a l l  additional
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R e q u e s t  f o r  itEA  

J a n u a r y  9 ,  1990

I  WOULD A P P R E C IA T E  T H E  E A R L I E S T  P O S S I B L E  H EA R IN G  D A TE  FO R  SB 346 .
SB 346 a m e n d s  A la s k a  S t a t u t e  4 3 . 2 3 .  r e q u i r i n g  t h e  C o m m is s io n e r  o f  
t h e  D e p a r tm e n t  o f  R e v e n u e  t o  d i s c l o s e  o n  P e r m a n e n t  F u n d  D i v i d e n d
S TU B S  T H E  AMOUNT O F T H E  D IV ID E N D S  A S  T H E  R E S U L T  O F 
C O N S T IT U T IO N A L L Y  MANDATED D E P O S IT S  AND T H E  AMOUNT A T T R IB U T A B L E  TO 
L E G I S L A T I V E  A P P R O P R IA T IO N S .

I  F E E L  I T S  IM PO RTA N T FO R  A LA SK A N S  TO  KNOW T H A T  A S IG N I F I C A N T  
M A JO R ITY  O F  T H E  D IV ID E N D  C H E C K  I S  T H E  R E S U L T  O F A D D IT IO N A L  
A P P R O P R IA T IO N S  TO  T H E  PERM ANENT FUND BY T H E  L E G I S L A T U R E .
S i n c e  i t s  i n c e f t i o n ,  t h e  L e g i s l a t u r e  h a s  a p p r o p r i a t e d  o v e r  $ 5 . 6
B I L L IO N  OR 61% O F T H E  PERM ANENT FU N D ’ S P R I N C IP A L .  T H I S  IN C L U D E S  
S P E C I A L  A P P R O P R IA T IO N S  AND M ON IES ADDED  FO R  IN F L A T IO N  P R O O FIN G .
C o n s t i t u t i o n a l l y  m a n d a te d  f u n d s  a c c o u n t  f o r  j u s t  o v e r  $ 3 . 5  
B I L L IO N  O F T H E  FUN D, OR 39%.
I  WAS SP U R R ED  TO  IN TR O D U C E  T H I S  B I L L  FO LLO W IN G  T H E  D IS C L O S U R E  OF 
U N A U TH O RIZED  D E D U C T IO N S  FROM T H E  1989  D IV ID E N D  BY TH E
A d m i n i s t r a t i o n .  A l e g i s l a t i v e  a u d i t  I  r e q u e s t e d  c o n c l u d e d ,
" . . . T H E  D E C IS IO N  TO  MAKE D E D U C T IO N S  FROM T H E  G EN ER A L  P U B L I C ' S  
D IV ID E N D  C H E C K S  FO R  T H E  P U B L IC  S A F E T Y  AND C O R R E C T IO N S  PROGRAMS 
WAS C L E A R L Y  CO N TRARY  TO  T H E  L E G I S L A T U R E 'S  I N T E N T ."

AS YOU KNOW, TH E  IN T E N T  IN V O LV ED  U SIN G  F E L O N 'S  D IV ID E N D S  FO R  
T H E S E  PROGRAM S. WHEN A CO U R T  R U LIN G  F O R E C L O S E D  T H I S  U S E , TH E
A d m i n i s t r a t i o n  r e d u c e d  t h e  d i v i d e n d s  o f  a l l  A l a s k a n s . T h e  
A d m i n i s t r a t i o n  s h o u l d  h a v e  r e q u e s t e d  a  s u p p l e m e n t a l  a p p r o p r i a t i o n  
i n s t e a d . T h e  A d m i n i s t r a t i o n  h a s  i n d i c a t e d  i t  w i l l  m a k e  s u c h  a  
r e q u e s t  i f  u l t i m a t e  c o u r t  r u l i n g s  f o r b i d  t h e  u s e  o f  f e l o n ' s
D IV ID E N D S  AND R O L L  T H E  U N A U TH O RIZED  R E D U C T IO N S  IN TO  T H E  1990
d i v i d e n d . L e g i s l a t o r s , i n c l u d i n g  m y  o f f i c e , f i e l d e d  m a n y
C O N S T IT U E N T  I N Q U IR IE S  ON T H I S  M A TTE R . MANY C O N S T IT U E N T S  W ERE 
CO N FU SED  AND H E LD  TH E  L E G I S L A T U R E  TO  BLA M E. AS A R E S U L T ,  I  F E E L
A l a s k a n s  n e e d  t o  k n o w  t h e  l e v e l  o f  s u p p o r t  t h e  L e g i s l a t u r e  h a s  
g i v e n  t o  t h e  P e r m a n e n t  F u n d . A d i s c l o s u r e  o n  t h e  d i v i d e n d  s t u b
W IL L  R E V E A L  T H I S  L E V E L  O F S U P P O R T.

Y o u r  c o n s i d e r a t i o n  o f  t h i s  r e q u e s t  i s  m o s t  a p p r e c i a t e d .

D is t r ic t  C



MEMORANDUM
TO: Senate State A f fa i rs  Committee Members
FROM: Senator Pat Pourchot
RE: Friday, March 2 Committee Hearing
DATE: Friday March 2, 1990
On Friday, March 2 at 1:30 p.m. in the Beltz Room the Senate State A f fa i rs  
Committee w i l l  hear the fol lowing b i l l s :

SB 395. An Act re la t ing to the hold harmless provisions o f  the permanent 
fund dividend program: and providing f o r  an e f fec t ive  date. Senator 
Coghi l l 's b i l l  would fund the costs o f  the hold harmless provisions through 
appropriations rather than from the dividend fund.
SB 312. An Act re la t ing to the income o f  the permanent fund; and providing
fo r  an e f fec t ive  date. Introduced by Senator Coghi l l , th is  b i l l  deletes 
"income averaging" from the determination o f  d ist r ibutab le  income; requires 
t rans fe r o f  no more than 25% o f  the income o f  the PF to the principal at 
the end o f  each f i sca l  year to o f fs e t  in f la t i o n ,  with 75% o f  the net
income being transferred to the dividend fund.
SCR 43. An Act re la t ing to the permanent fund educational program fo r  
elementary students. Senator Coghi l l 's  resolution is a statement o f  support 
f o r  the educational program funded by the Alaska Permanent Fund 
Corporation.
SB 346. An Act re la t ing to public notice regarding the value o f  the 
permanent fund dividends; a.id providing fo r  an e f fec t ive  date. Introduced 
by Senator Duncan, th is b i l l  requires the Commissioner o f  Revenue to 
disclose on the PFD stubs the amount o f  the dividends as the resu lt  o f  
const i tu t iona l ly  mandated deposits (approximately 39% since inception) and 
the amount attr ibutab le to leg is la t iv e  appropriations (approximately 61% 
since inception).



How lack o f  clear Permanent Fund statutory priorities and lack o f  
clear statutes is driving major fiscal policy-making by default and 
often without legislative awareness:

Examples, all o f  which need to be explained:

1. Inflation-proofing - Corp. staff maximizes deposits

2. Automatic inflation-proofing transfer under AS 37 .13 .145 , 
probably unconstitutional

3. Lack o f  "net income" definition - yet "net income" drives amount 
o f  money available fo r  pfds and inflation-proofing

4. Potential General Fund monies sitting in ERA now

5. Royalty interest earnings disposition:
$72 mil l ion in 1988 Dinkum Sands
About $425 mil l ion at stake in future royalty interest earnings

6. 50% statutory dedication issue:
$80 mil l ion at issue in 1988 Dinkum Sands 
More at issue in future

7. General operational inconsistencies

Cd ’.er key points:
Asset al location wil l have major impacts on legislature in future

Entire purchasing power o f Permanent Fund now tied up in
d iv idends
Future performance; measures & need fo r strong legislative oversight

P a t ,  w h a t  I  w o u l d  l i k e  t o  p r e s e n t  t o  t h e  c o m m i t t e e  i s  t h i s :
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P h o n e :  (9071 105-3991 
F a x :  (907) 163-3351

MEMORANDUM
TO: Senator Pat Pourchot
ATTN: Susan Barnett
FROM: Gordon S. Harrison

Director
RE: Permanent Fund Issues

You asked for suggestions about issues involving the permanent fund that could 
be addressed in committee oversight hearings on the fund and its management.
Profound and philosophical questions, such as, "Is the dividend program the 
raison d'etre of the Alaska permanent fund?", are probably not productive t.o 
debate at the present time. Therefore, my proposal for an issue to add to the 
committee agenda deals with a more prosaic topic: the prospect of
deter.orating financial performance of the fund in the 1990s. The possibility 
that financial markets may not be as generous in the future as they have been 
in the past seems to underlie several of the issues now before the permanent 
fund corporation and the legislature.

Successes of the 1980s
During the 1980s, permanent fund managers achieved unusually high real rates 
of return on fixed-income investments that involved very l i t t l e  risk. This 
impressive performance was due largely to the uncharacteristic spread in the 
capital markets between interest rates and inflation rates, and to the 
substantial annual contributions to the principal (which mitigated the adverse 
effects on income of rising interest rates). It was possible for the fund 
managers to be conservative and successful.
Because the fund was heavily invested in fixed-income, interest-bearing 
instruments, i t  generated a lot of cash. It generated enough cash to pay 
dividends, fully inflation proof the principal, and build up the earnings 
reserve account. Everyone was happy, and the fund's management has been widely 
praised. Indeed, i t  seems very likely that the public now regards this as the 
natural order of things, and that i t  will continue indefinitely. The fund 
managers are worried that the historical earning patterns of interest-bearing 
investments (low real returns) will reassert themselves. If that were to
happen, especially in an inflationary period, the earnings reserve account

Leg is la t ive  Research Agency

February 15, 1990
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would be drawn down quickly and inflation-proonng goals could not be met. How 
will the public respond? How will the legislature respond? What can be and 
what should be done now to prepare for the day when the bloom is gone from the 
fund's annual reports?

Issues for Discussion
An understanding of the fund's past and projected earnings is important for 
informed debate about management of the fund's investments and disposition of 
income generated by the fund. The prospect of reduced real earnings has 
prompted discussion about giving inflation proofing the f irs t call on income, 
and authorizing cumulative inflation proofing. The merits of the payout 
proposal in HB 564 depends in large measure on the assessment of the future 
earning capability of the fund. Also, concern about reduced real returns from 
fixed-income investments is behind pressure to invest a higher percentage of 
the fund's principal in stocks ( i .e . ,  change the asset allocation of the fund 
in favor of equities).
The prospect of lackluster (or poor) performance of the fund gives rise to a 
general issue that is never very far from the minds of the permanent fund board 
members, and should be pondered at times by the legislature as well; namely, 
the degree of tolerance of the public (and legislature) for poor returns. My 
own suspicion is that the public will prove to be intolerant of a poor showing, 
and very intolerant of losses. The "time horizon" of elected officials tends 
to be short, and I fear i t  is even shorter for the public as a whole.
I recall that in the summer of 1987, when the Dow Jones Industrial Index 
continued to ascend after the fund managers had sold a substantial holding of 
stocks in the spring, the Anchorage Daily News ran a front page story about 
the $400 million the fund had lost (failed to make) by selling. When the crash 
came that fall , nothing was said (by the News at any rate) about the wisdom of 
the move. The point is that the performance of the fund is big news, and that 
those responsible for i t  will not have the luxury of waiting out a down market. 
It may be that anything other than a very short-term investment horizon is 
impractical for the fund, and that the consequences of that reality should be 
acknowledged by the legislature and the public (for example, that the fund 
will inevitably forego dramatic returns of a bull market).




