


%

SENATE STATE AFFAIRS

BILL NUMBER s¢-> 3H4o0

SPONSOR V U tiCAd —

BILL TITLE

DATE REFERRED /e jf-% )
HEARING SCHEDULED
FISCAL NOTE PREPARED
SPONSOR CONTACTED

INTERESTED PARTIES CONTACTED

OTHER

COMMITTEE

<57>, PI\)



COMMITTEE REFOJLU*

FIRST COMMITTEE OF REFERRAL

DATE: January 8, 1990 FURTHER: Finance

Date of 5-Day Notice: 3* 2 ~ O DATE TURNED |J tT.% @
(in accordance with Uniform Rule 23) INTO OFFICE: / 0

State Affairs Committee considered SENATE BILL NO. 346

"An Act relating to public notice regarding the value of permanent fund
dividends; and providing for an effective date."”

and recommended:
] replace with S6 3HU [ 1 same title
new title
[ 1] attached amendment(s)
p<3 STfc"fgT ATP%-\FS letter of intent adopted
[ 1 do pass
[ 1 do not pass
[ 1 no recommendation

~ ] individual recommendations

[ 1 further referral to

ATTACHES NEW FISCAL NOTE(S):

Department(s)/Date: Department(s)/Date:
[V] fiscal note/s) [ 1 zero fiscal note(s)
A edfmt N

[ 1 appropriation-no fiscal note [ 1 Governor®s bill w/fiscal note
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Department of Revenue
Permanent Fund Dividend Division
Fiscal Note Analysis
CS SB 346 (SA)

April 4, 1990

1. BAGhLT e '
FY 91 FY 92

1 PPT Document Processor Il, R8
@ $2,446.08/Mo including salary

and benefits for 3 months. FY 91 only = $7.3 $0.0
This position is to answer increased
phone calls and letters regarding
the special notice

2. Other Expenditures:
a) Travel: $0.0 $0.0
b) Contractual: $0.0 $0.0
¢c) Supplies: $0.0 $0.0
d) Equipment: $0.0 $0.0

Cost $7.3 $0.0

Analysis:

The department supports full disclosure and clear accountability for
expenditures from the dividend fund.

Section 2, line 20 through 25 requires additional infoTnation to be
communicated to the public. It is feasible to print the information on
the check stub. The department has only two concerns with this new
requirement:

a) We expect the public to be very interested in this breakdown of
the source of their dividend. It is now an established fact
that the public pays close attention to information on the
permanent fund dividend check stub. We expect an increase in
public contact. This increase is covered by the fiscal note
request for one seasonal part-time Document Processor Il to
work at the Anchorage Dividend Information O ffice during
October-December of 1990.

b) Our second concern is the impetct which the additional use of
the check stub will have on the Department's tenuous agreement
with the Internal Revenue Service that allows us to use the
check stub as a "substitute 1099." Absent this agreement, the
dividend program would incur approximately $175, 00< in

additional postage and printing costs each year. If the
Internal Revenue Service cancels our waiver because of their
percepts on that the stub is being altered and will no longer

serve as an acceptable "substitute 1099,” then the next year's
operating budget would have to reflect the additional costs.
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Department of Revenue
Permanent Fund Dividend Division
Fiscal Note Analysis
SB 346
February 28, 1990

1. Positions
FY 91 FY 92

2 PPT Document Processor Ills, RS8
0 $2,446.08/Mo including salary
and benefits for 3 months $14.7 $14.7

This position is to answer increased
phone calls and letters regarding
the special notice

2. Other Expenditures:

a) Travel:
$0.0 $0.0
b) Contractual:
Estimated cost to print and fold
525,000 flyers $10.0 $10.0
c) Supplies: $0.0 $0.0
d) Equipment: $0.0 $0.0
Total Cost $24.7 $24.7

Analysis:

The department supports full disclosure and clear accountability for
expenditures from the dividend fund.

Section 2, line 15 through 20 requires additional information to be
communicated to the public. It is not feasible to include that type of
information on the check stub itself due to limited space. An insert

could be added to the envelope at a cost of approximately $10,000 to
cover printing.

Section 2, line 21-23 is a restatement of the existing requirements for
disclosure. The department believes it would be better to expand this
to cover any appropriations from the dividend fund which result in a
reduction of the dividend.

Suggested Amendment:
Section 2, page 2, line 22-23 to be amended to read:

"costs of administering the dividend program”~ [AND] the hold
harmless provisions of AS 433.23.075, or other appropriations from
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PERMANENT FUND DIVIDEND

WARRANT STOCK

The bid for printing the check stub goes out in July each year.

The warrant itself is strictly controlled by various banking and
UCCrules, and by the needs of Treasury and the Division of Finance.

The "check stub™ is available to some degree to transmit
.information to the recipient regarding the warrant amount, and
information about the deductions. It is however limited in size
and in use. Through a very tenuous agreement with the IRS, we are
allowed to substitute the check stub for the 1099 form required by
law to be issued in January of each year. The postage savings

alone amounts to over $85,00G. |If the check stub becomes so
cluttered with information, that the IRS concludes that it does not
meet the 1099 reouirem nts, it will likely cost the dividend

program over $100,000.

The warrant stock is used for all dividend years, which means that
space allocated for such information as "violent crimes
compensation board™ on subsequent 1989 warrants may be used for
some other message on the 1990 warrant. Certain spaces are of
course needed for all years (Date, batch, warrant amount, "assigned

and/or attached,” etc.).

As you can see from Attachment A and B, all 19 lines of computer
print available were used and will be used on all 1989 warrant
stubs. The lines which arguable would be available for printing
further or different information on 1990 warrant stubs are lines 16
through 18. From the IRS' viewpoint, it would be best to put these
lines at the very bottom pr just above the "reductions per dividend

check" line.

7297G



TREASURY WARRANT

af*'S%-a5 "* S« 3r8EIK. STATE OF ALASKA Mn 6 P 6 Af)7C
[ 12(';PU /0
ALASKA PERMANENT FUND DIVIDEND '

DATS CFICSUE: 525*07 £3

PAY TO THE ORDER OF:

0 Vre

i"EESLQ ?& 3»* i: 125E00 5 S3i:

W swa N AR5
U A (A ) R No. 5254076

PAYER ™ NAME STATC OF ALASKA 1SSS FERMANEST FUND DIVIDEND 5 £73.16

FEDEP.U ID NO. S2-60311S5

D-"TZ BATCH
VOUCHER DIN WARRANT AMOUNT 5 573.15
APPLICANT ™S SSN
APPLICANT"S NAME AND ADDRESS

REDUCTIOSS PER DIVIDEND CHECK:

COS TS CF ADMINISTERING DIVIDEND FP.CORAM . $ 6.53 (DEPT. CF REVENUE)
LD HARMLESS"™ CF PERSONS WHOSE FEDERAL
SPITS ARE CUT WHEN THEY RECEIVE DIVIDENDS, 72 (DEPT. CF HISS)
LGN OFFENDER TREATMENT AND GATE MONEY FCR
?IEASED FSTSrNFRS $ 1.47 (DEPT. CF CORRECTIONS)
VIOLENT MPENSATICN 5CARD. $ 1.42 (DEPT. CF PUBLIC SAFETY)
TOTAL. ., §32.44

IMPORTANT -~u.lsst'.c ccr.:;.ris jrpertsr.t u* ZraciNor ir."cnrwKion (see t.jch.



R e e 1o 0. STATE OF ALASKA No. m

AAKAFERMBTRADDV

"' «DOLLARS } feENTS

DATE OF ISSUE:

PAY TO THE ORDER OF:

"5 73" 125200523

NNNEOTARLE vo. V073

IMPORTANT -This stub contains important tax and other information (see back).
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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".

il

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.



e g ) S s 1, STATE OF ALASKA No. 528

A/KAFRVABNTRIOD

DATE OF ISSUE: 11 29 89 528 $XX303.16

MPIMTTTTmRW mJL ir m
PAY TO THE ORDER OF:
$ XXX¥X¥*303 1

MEADOW CREEK CORRECTION—
AL CENTER
EAGLE RIVER AK 99577

i*S Efl 37 I: 125 SODS 23i:

A
. PAYER™ NAME STATE OF ALASKA 1989 PERMANENT FUND DIVIDEND $ 873.16
tefl /<w p«-oasa-1 lOfIESC J. FEDERAL ID NO. 92-6001185 ®
Y-DATE 11/29/89 BATCH 02211 %S1CNED AND/OR ATTACHED $ 570.00-
S-.VOUCHER 47 » m—»sm DLN 90m - WARRANT AMOUNT $ 303.16
] APPLICANT*S SSN 574-- * m
NIE* e, U, e, /Ma-- APPLICANT =S NHAE Alﬂ ADDRESS
YA Vi a' ' Moo 1A
JeaE<-«4S by crrorf- <™ d-C MEADOW CREEK CORRECTION—
r~ gg i</misr i y-MccC AL CENTER
1. £ EAGLE RIVER AK 99577
A_REDUCTIONS PER DIVIDEND CHECK:
U.COSTS OF ADMINISTERING DIVIDEND PROGRAM ......... $ 6.83 (DEPT. OF REVENUE)

N- “HOLD HARMLESS". OF PERSONS WHOSE FEDERAL
/S. BENEFITS ARE CUT WHEN THEY RECEIVE DIVIDENDS .. $22.72 (DEPT. OF HtSS)
C,.SEX OFFENDER TREATMENT AND GATE MONEY FOR

J7. RELEASED PRIEISONERS onnnen e e e $ 1.47  (DEPT. OF CORRECTIONS)
JE. VIOLENT CRIMES COMPENSATION BOARD covemenneneanannnn. $ 1.42  (DEPT. OF PUBLIC SAFETY)
L T 0 T AL oL $32.44

IMPORTANT -This stub contains Important tax and other Information (sea back).



W1 _705.i80. STATE OF ALASKA

o ASAFRIMBTRIDIMEBD o

A DATE OF ISSUE:

| . DOLLARS CENTS |
PAY TO THE ORDER OF:

1$

i*5 ERUUO 7 2m HI 255005 23i:

NNNEOTARLE 0. SO

\%
IMPORTANT -This stub contains important tax and other information (see badk).

e Sl i e s 1. STATE OF ALASKA N0 m
NS MBD " P

| . dollars; CENT3
I 1

DATE OF ISSUE:
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the food stamp program settlement.

* Sec. 23. The amounts necessary to refund to local governments their
share of taxes and fees collected under the following programs are appro-
priated to the Department of Revenue from the general fund for payment in
fiscal year 1991:

Fisheries tax revenues for fiscal year 1990 (AS 43.75);

Amusement and gaming tax revenues for fiscal year 1991 (AS 43.35);
Aviation fuel tax revenues for fiscal year 1991 (AS 43.40.010);
Electric and telephone cooperative tax revenues for fiscal year 1991
(AS 10.25.570); and

Liquor license fee revenues for fiscal year 1991 (AS 04.11).

* Sec. 24. The sum of $2,000,000is appropriated from the general fund
to the Disaster Relief Fund (AS 44.19.048) for fiscal year 1991 disasters.

* Sec. 25. The sum of $14,000,000 is appropriated to the Department of
Law to fund legal proceedings involving oil and gas revenue due or paid to
the state or state title to oil and gas land, including the North Slope
royalty case (State v. Amerada Hess, et. al.) and the Dinkum Sands case
(United States v. Alaska), for fiscal year 1991 and succeeding fiscal years
from the following sources, in the amounts listed:

General Fund $10,500,000
Permanent Fund Earnings Reserve
Account (AS 37.13.145) $ 3,500,000

* Sec. 26. The sum of $7,000,000is appropriated from the general fund
tothe Department of Law for [itigation costs associated with the  Exxon
Valdez oil spill for fiscal year 1991 and succeeding fiscal years.

(SECTION 27 BEGINS ON PAGE 6)

HBO500A -5- HB 500



Report of the Commission on the Future of the Permanent Fund

Disclose all uses of Fund earnings

14
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6-2149H

Original sponsor(s): State Affairs Committee

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO. 563 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the amount of a permanent fund
dividend and to information regarding certain amounts
by which dividends are reduced or increased; and
providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.23.025(a) is amended to read:
(a) By October 1 of each year the commissioner shall give public
notice of the value of each permanent fund dividend for that year.
The public notice shall contain a statement disclosing the amount by
which each individual dljvidend has been reduced due to each appropri-
ation from the dividend fund, including amounts [IN ORDER] to pay the
costs of administering the dividend program and the holdharmless
provisions of AS 43.23.075. The commissioner shall also include the
statement on the stub attached to each individual dividend check.
Additional information fully explaining the legislative history and
purpose of each appropriation shall be provided with the check. The
commissioner shall determine the value of a permanent fund dividend by
(1) determining the total amount available for dividend
payments, which equals
(A) the amount of income of the Alaska permanent fund
transferred to the dividend fund under AS 43.23.045(b) during the
current year;
(B) plus the unexpended and unobligated balances of
prior fiscal year appropriations that lapse into the dividend
-1- CSHB 563(SA)
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re-

fund under AS 43.23.045(d);

(C) less the amount necessary to pay dividends from
the dividend fund in the current year under AS 43.23.055(3);

(D) less the amount necessary to pay dividends from

Sti the dividend fund due to eligible applicants who, as determined
eJd by the department, filed for a previous year's dividend by the
7i filing deadline but whowere not included in a previous year's
31_ dividend computation;

9ij (E) less appropriations from the dividend fund during
10ji_ the current year, including amounts to pay costs of administering
p' the dividend program and the hold harmless provisions of AS 43.-
2j 23.075;

i3] (2) determining the number of individuals eligible to
“| receive a dividend payment for the current year; and

15j|! (3) dividing>-"the amount determined under (1) of this sec-
16! tion by the amount determined under (2) of this section.

17 * Sec. 2. The commissioner of revenue shall include with each permanent

isi,I fund dividend check for 1990 information explaining the legislative history
n and purpose of appropriations from the dividend fund that reduced dividends
201 for 1989. If money is made available, through appropriation or a decision
21, of the court upholding the constitutionality of AS 43.23.005(d), to reim-
2 burse the dividend fund for amounts by which the 19S9 dividend was reduced,

the commissioner shall include on the stub attached to each dividend check

for 1990 a statement of the amount by which the check is increased due to

the reimbursement.
* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

CSHB 563(SA) -2-



Where has themoney in the

Permanent Fund come from?

$9.2 BILLION INPRINCIPAL

$3.564 0il Revenues
Dedicated by Law

$1,645 Adaed b
$3964 Added hy |nt|ation—ProoIin)é
Special Legislative
Appropriation

(inmillions)
As of June 30,1989

How has the income

been used?

$6 BILLION OF INCOME
52189 Paid Out
to Dividend Program

$635 Remains in $232 Appropriated
Earnings Reserve to General Fund

Account

$1.264 ,b){ Special
Legislative $1645hy
Appropriation Inflation-Proofing

(Inmillions)

As of June 30,1989

What ™ in store for the future?

Billions 4—,

Income from the Permanent Fund isprojected to increase
as oil revenues decline. Eventually, Fund income will overtake
oil and become the #1 source of state revenues.

BOARD OF TRUSTEES ~

John T. Kelsey

Marc Langland

Douglas B. Baily
Byron I. Mallott
Hugh Malone

Charles H. Parr

A Public Trust
Investing For Alaska's Future

Fund Income

FOR MORE INFOR

Yes ... lwant

|:| An Alaskan3Guid
Permanent Fund

MATION

e to the

[ 1989 Annual Report

Name _
Address

Zip
To receive the item(s) requested
your address, detach this panel,

David A. Rose, Executive

, please fill in
and mail to:

Director

Alaska Permanent Fund Corporation

P.0. Box 4-1000, Juneau, Al

et STATE OF ALASKA

NON-NEGOTIABLE WARRANT No-
ALASKA PERMANENT FUND

DATE OF ISSUE: 199

PAY TO THE ORDER OF: (jOUA,

ytw Bemjdi of

*Billion T)o¥s n

aska 99802

00000000
o122
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How much do you know? What is the purpose of the Permanent
e Fund? la) to transform a non-renewable resource
| How many times has the legislature added into a sustainable source of income to benefit all
= money to Fund principal above what was generations of Alaskans (b) to help lessen the tax
required by law? la)once Ib) three times Ic) never burden on individual Alaskans when the oil money

runs out ic) to pay dividends Id) all of the above
What isthe Hoard of Trustees” earnings

. goa! for the Permanent Fund? () tocc_msis— Who decides how Fund income isspent
tently_achleve a 9 Pannual return (b) toearn 3,dmore t eachyear? (a) the people of Alaska through
than inflat”on e_ac_h ye_ar on average over the long their elected representatives (b) the Hoard of
term (c) tomaximize income regardless of the level Trustees Ic) the State Constitution
of risk
wh dninist the PED 5 - n Why do we inflation-proof the Fund?
3 b 02 mltn::s Zrz N ti progt;ang): _(Z) de * (@) to protect the purchasing power of Fund
o er_manen und Corporation (b) the Dividen earnings in the future (b) to protect the real value
Division in the Department of Revenue L
outsitle i of Fund principal now (c) to help the Fund grow
(© an Outsitle firm (d) all of the above
4 How much money isin the Permanent Who decides how biq the
e Fund? () Somillion (b) S900 million . _ g
(© $10 billion e dividends will be each
year? (a) a formula in state
5 How much income has the law () t?e Permanent Fund
- Fund produced since it Corporation (c) the State N n
Wwas created in 19767 (a) $4.5 Constitution 06>) "tLofa (Cwic. uJo
billion (b) $6 billion
b 0] Who created

(c) S900 million
JLt3 e the Perma—

nent Fund? (a) voters
by constitutional amend —
ment (b) a former gov—
ernor (c) the legisla—
ture

6 Which is the
e Fund 3 largest
investment portfolio?
(a) stocks (b) bonds
(c) real estate (d) international

How much was paid out toeach Alaskan
e who qualified for and received all the
Fund dividends distributed from 1982-1988?
(@) $1,000 Ib) $4,213 (c) $2,945

7 Which has made the largest contribution to
e the growth of Fund principal? (a) 12 years

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

proofing (c) 3 special legislative appropriations

Which of the following is true? (@) Fund
e principal can"t be spent without a consti—
tutional amendment (b) Fund income can"t be spent
without voter approval (c) both can be spent at any
time

8 How large would Fund principal be in the
e year 2005 without any further inflation-

proofing? (a) one-halfas large as with inflation-

proofing (b) a little bit less than otherwise

(c) exactly the same

iy \Ve
. ANSWERS HOW DIDYOU DO?

Ifyou answered more than 10 questions cor —
rectly, you are a knowledgeable Alaskan! If

Mb) 2. (B 3. (D) 4. © 5. (b)

(i_ () 7. (©) 8. (a) 9. (d 10. (@) you would likemore information about your
Permanent Fund, simply fillout the panel on
11.(d) 12. (@) 13.(a) 14.(b) 15. (@ the reverse side and mail itto us.

Dear Fellow Alaskans:

We hope you enjoy this light-hearted effort to educate you about the Permanent
Fund - itispartofanew educational program which the Board ofTrustees will be
introducing to Alaska elementary schools this fall. Watch for other materials
which we will he distributing soe l.and let us know what you think.

Education isan important activity for us at the Fund because, although we can and do strive
every day to invest this great public savings account safely, itisreally up toyou - the creators,
the owners and the beneficiaries of the Permanent Fund - to keep itsafe by being informed
citizens and by regularly expressing your views to yout elected representatives.

- .John T. Kelsey
Chairman. Board ofTrustees



FiguTSWw: ALASKA PERMANENT FUND - CURRENT systemn
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ADMINISTRATIVE COSTS
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Combined
11111 numbeibf
applicants
105% of the Average
Annual Earnings
Earnings added to the
Principal to Offset the o
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Fund
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Divide by 1/2.

Surplus Earnings
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DIVIDEND PROGRAM
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TREATMENT



JUNEAU EMPIRE

10/26/89

Duncan questions two dividend deductions

Administration
overstepped

lawmakers intent

By CHUCK KLEESCHULTE
HIEJUNEAU INPERE

If you wonder about the two new
deductions that reduced your Alaska
Permanent Fund dividend check by
$2.89, you aren’talone.

Sen. Jim Duncan, D-Juneau, to-
day charged the administration over-
stepﬁed its authority by reducing all
Alaskans' dividends to fund the Vio-
lent Crimes Compensation Board,

provide prisoners with “gate mon-

ey" and pay for sex offender treat-
ment.

The Cowper administration went
beyond legislative Intent when it re-
duced each dividend by $142 for
compensation board and $L47 for
prisoner treatment, Duncan said.

. Lawmakers last Year passed leg-
islation that denied felons their divi-
dends and stipulated that the $15
million saved go to the compensation
lward. The board reimburses the vic-
'ims of violent crimes for damages.
Last spring, lawmakers expanded

NON NEGOTIABLE

PAYER'S NAME STATE OF ALASKA

FEDERAL ID HO. 92-6001185

DATE 10/12/89

BATCH 00475

0. 92031425

1989 PERMANENT FUHD DIVIDEHD $ 873.16

VOUCHER 476777 DLH 90094476 WARRAHT AMOUHT $ 873.16
REDUCTIONS PER DIVIDEND CHECK!
COSTS OF ADMINISTERING DIVIDEHD PROGRAM..........ccc..... $ 6.83 (DEPT. OF REVEHUE)

"HOLD HARMLESS" OF PERSONS WHOSE FEDERAL

BENEFITS ARE CUT WHEN THEY

SEX OFFENDER TREATMENT AND GATE MONEY FOR

RELEASED PRISONERS........
VIOLENT CRIMES COMPENS

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

the effort by including Intent lan-
?uage that shifted an&/, excess mone
rom the Prlsoners’ ividends to In-
mate treatment, such as that for sex
offenders, which previously have
been funded in the operating budget.

Prisoners are challenging the
moves incourt.

"It was legislative intent that fel-

ons’ dividends be used exclusively to

fund these Frograms. Legislative in-

tent was followed with the collection
of these dividends, but overstepped
when all dividends were reduced in
response to a court order," said Dun-
can on Wednesday. o
The state Department of Adminis-
tration should have consulted with

RECEIVEDIVIDERDS..022.72

0 1.47 (DEPT.
$ 1.42 (DEPT.
032.44

(DEPT. OF HISS)

OF CORRECTIONS)
OF PUBLIC SAFETY)

the Legislative Budget and Audit
Committee before cutting all Alas-
kans' dividends, he said. The com-
mittee could have authorized full
funding for the dividend and then
pledged support for a supplemental
appropriation next session to offset
the difference, if the prisoners win
their lawsuit.

The case is extremely confusin
but the administration believes it
lowed court directives by reducii
all checks, not just the  prisoner
checks, until the court case is sc
tied, said Alison Elgce, director <
budget review.

If any mistake was made the at
ministration will seek a suppiemer
tal appropriation next session and rc
imburse the permanent fund divi
dend account, she said. That wouh
increase divicend checks by an equn
amount next year.
~ "With legislative approval, we’ll
just roll the amount into next year's
checks," said Elgee.

The deductions are the smallest ol
four totaling $3244 this year.

The two others have been sub
tracted for the past seven years.

This year $383 is being, cut from
each check to pay for administering
(lie dividend program, and $2272 Is
being taken out to cover the loss ot
federal welfare to low-income Alas
kans because the dividend increases
their incomes.

The Department of Revenue,
which administers the dividend pro
gram, three weeks ago began mail-
Ing cheeks for $87316 to every Alas-
kan. Most of the checks will be dis-
pensed before Christmas.
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IN THE HOUSE

HOUSE BILL NO. 563
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to disclosure of expenditures of

permanent fund income; and providing for an effective

date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.23.025(a) is amended to read:

(a) By October 1 (f each year the commissioner shall give public
notice of the value of each permanent fund dividend for that vyear.
The public notice shall contain a statement disclosing the amount and
purpose of each expenditure made from income of the permanent fund
during the previous fiscal year, and the amount by which each indi-
vidual dividend has been reduced in order to pay the costs of adminis-
tering the dividend program and the hold harmless provisions of
AS 43.23.075. The commissioner shall also include the statement on
the stub attached to each individual dividend check. The commissioner
shall determine the value of a permanent fund dividend by

(1) determining the total amount available for dividend
payments, which equals
(A)  the amount of income of the Alaska permanent fund
transferred to the dividend fund under AS 43.23.045(b) during the
current year;
(B) plus the unexpended and wunobligated balances of
prior fiscal year appropriations that lapse into the dividend
fund under AS 43.23.045(d);

(©) less the amount necessary to pay dividends from

HBO563A -1- HB 563
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the dividend fund in the current ye*r under AS 43.23.055(3);

(D) less the amount necessary to pay dividends from
the dividend fund due to eligible applicants who, as determined
by the department, filed for a previous year's dividend by the
filing deadline but who were not included in a previous year's

dividend computation;
(2) determining the number of individuals eligible to

receive a dividend payment for the current year; and
(3) dividing the amount determined under (1) of this section

by the amount determined under (2) of this section.

* Sec. 2. This Act takes effect January 1, 1991.

HB 563 -2- HBOSG3A
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LEGISLATIVE AFFAIRS AGENCY

M EMORANTDUM February 27, 1990
SUBJECT: Notice regarding Permanent Fund
Dividends (SB 346)

TO: Senator Jim Duncan
FROM: Tamara Brandt COOK/ftCS
Director [

Division of Legal Services

Here is the sectional summary that you requested of SB 346.

Section 1. Requires the commissioner of revenue to
determine the value of a permanent fund dividend before
October 1. EXxisting law requires the determination to be
made by October 1. Eliminates notice provisions from the
section on determination of value of the dividend and these
are moved to a new section.

Section 2. Establishes a new statute dealing with notice
requirements. Requires the commissioner to give public no-
tice of the value of a dividend by October 1, and this is
the existing requirement. The notice and the stub attached
to each check must contain the following specific informa-

tion;
(1) the amount of each dividend attributable to income
earned on deposits to the permanent fund required by
the constitution (not required by existing law);
(2) the amount attributable to income earned from ap-
propriations to the permanent fund and from amounts
added to offset the effects of inflation on the perma-
nent fund (not required by existing law);
(3) the amount by which each dividend is reduced to pay
costs of the hold harmless provisions and of
administering the dividend program (this requirement is
contained in existing law).

Section 3. The bill takes effect January 1, 1991.

TBC:gc
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COMMITTEES:
] Finance
Senator Jim D uncan ViceChair -
Heal th Education
P.O. Box v Juneau. Alaska 99811-3100 4 Social Services
Budget& Audit
(907) 465-4766 Banking &
Economic
Development
Senator Pat Pourchot
Chair
state AffJ rs. Committee
FROM: Senator
REGARDS: Request for g on SB 346
DATE: January 9, 1990

| WOULD APPRECIATE THE EARLIEST POSSIBLE HEARING DATE FOrR SB 346.

SB 346 amends Alaska Statute 43.23. requiring the Commissioner of
the Department of Revenue to disclose on Permanent Fund Dividend
STUBS THE AMOUNT OF THE DIVIDENDS AS THE RESULT OF

CONSTITUTIONALLY MANDATED DEPOSITS AND THE AMOUNT ATTRIBUTABLE TO

LEGISLATIVE APPROPRIATIONS.

| FEEL ITS IMPORTANT FOR ALASKANS TO KNOW THAT A SIGNIFICANT
MAJORITY OF THE DIVIDEND CHECK IS THE RESULT OF ADDITIONAL
APPROPRIATIONS TO THE PERMANENT FUND BY THE LEGISLATURE.

Since its inception, the Legislature has appropriated over $56
BILLION OR 61% OF THE PERMANENT FUND'S PRINCIPAL. THIS INCLUDES
SPECIAL APPROPRIATIONS AND MONIES ADDED FOR INFLATION PROOFING.
Constitutionally mandated,funds account for just over $
BILLION OF THE FUND, or 39%.

| WAS SPURRED TO INTRODUCE THIS Blﬁé FOLLOWING THE DISCLOSURE OF
UNAUTHORIZED DEDU)&TIONS FrrRoM THE 1989 DIVIDEND BY THE
Administration. legislative audit requested concluded,
"...THE DECISION TO MAKE DEDUCTIONS FROM THE GENERAL PUBLIC'S
DIVIDEND CHECKS FOR THE PUBLIC SAFETY AND CORRECTIONS PROGRAMS
WAS CLEARLY CONTRARY TO THE LEGISLATURE'S INTENT."

AS YOU KNOW, THE INTENT INVOLVED USING FELON'S DIVIDENDS FOR
THESE PROGRAMS. WHEN A COURT RULING FORECLOSED THIS USE, THE

Administration reduced the dividends of all Alaskans. The
Administration should have requested a supplemental appropriation
instead. The Administration has indicated it will make such a

REQUEST IF ULTIMATE COURT RULINGS FORBID THE USE OF FELON'@
DIVIDENDS AND ROLL THE UNAUTHORIZED REDUCTIONS INTO THE 1990

dividend. Legislators, including my office, fielded many
CONSTITUENT INQUIRIES ON THIS MATTER. MANY CONSTITUENTS WERE
CONFUSED AND HELD THE LEGISLATURE TO BLAME. As A RESULT, | FEEL

Alaskans need to know the level of support the Legislature has

GIVEN TO THE PERMANENT FUND. A DISCLOSURE ON THE DIVIDEND STUB
WILL REVEAL THIS LEVEL OF SUPPORT.

Your consideration of this request is most appreciated.

DistrictC -
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 27, 1990
SUBJECT: Notice regarding Permanent Fund
Dividends (SB 346)

TO: Senator Jim Duncan
FROM: Tamara Brandt COOK//XC/
Director 1l

Division of Legal Services

Here is the sectional summary that you requested of SB 346.

Section 1. Requires the commissioner of revenue to
determine the value of a permanent fund dividend before
October 1. EXxisting law requires the determination to be
made by October 1. Eliminates notice provisions from the
section on determination of value of the dividend and these
are moved to a new section.

Section 2. Establishes a new statute dealing with notice
requirements. Requires the commissioner to give public no-
tice of the value of a dividend by October 1, and this is
the existing requirement. The notice and the stub attached
to each check must contain the following specific informa-

tion;
(1) the amount of each dividend attributable to income
earned on deposits to the permanent fund required by
the constitution (not required by existing law);
(2) the amount attributable to income earned from ap-
propriations to the permanent fund and from amounts
added to offset the effects of inflation on the perma-
nent fund (not required by existing law);
(3) the amount by which each dividend is reduced to pay
costs of the hold harm?ess provisions and of
administering the dividend program (this requirement is
contained in existing law).

Section 3. The bill takes effect January 1, 1991.

TBC:gc
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BUDGET AND AUDIT COMMITTEE
M EMORANDUM

DATE: November 2, 1989

TO: Chairman and Members of
the Legislative Budget
and Audit Committee

FROM: Randy S. Welker ~
Legislative Auditor

RE: Permanent Fund Dividend (PFD) Checks

As requested at the October 20, 1989 meeting of the
Committee, we have completed our initial review of the
circumstances leading up to the deductions from the PFD
checks to fund certain programs within the Departments of
Revenue, Health and Social Services, Public Safety, and
Corrections. As you are all well aware by now, the
deductions from each individual PFD check as disclosed on
the check stub has generated much public interest and
concern. The following information is provided to summarize
our review of the issues.

The 1989 permanent fund dividend was calculated by the

Department of Revenue to be $873.16. Each dividend check
stub contained the following information:

GRALL..... $683 (DEPT. OFREV)
IVIENDS.. S2272 (DEPT, OF HeSY)

1

e
ngl

Departments of Revenue and H&SS Programs

The funding source for the administration of the dividend
program and the hold harmless program in H&SS has been from
the Permanent Fund Dividend Fund since FY 84 and FY 83,
respectively. Disclosure of the amount by which each
dividend check was reduced for these programs was required
by the passage of Chapter 57, SLA 1987. That chapter also
required the Department of Revenue to disclose this informa-
tion on the stub attached to each individual dividend check.
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Legislative Budget

and Audit Committee -2- November 2, 1989
Since these two programs are longstanding, specifically
provided for in statute, and have appeared on the check
stubs in the past, this memo w ill center on the Department

of Corrections and the Department of Public Safety programs
funded by specific deductions from the dividend checks for
the first time this year. However, the legislature should
continue to review the increasing costs of the dividend
program administration and the hold harmless program as they
represent $29.55 of the $32.44 deducted from each check this
year. The enclosed memo dated October 25, 1989 from Mike
Greany to Senator Rick Uehling provides a summary of
appropriations for these programs.

Departments of Public Safety and Corrections Programs

Chapter 54, SLA 1988 amended the e ligibility statutes for

permanent fund dividends to state that "...an individual who
has been <convicted of a felony is not eligible for a
permanent fund dividend for a year when, during all or part
of the fiscal year ending June 30 of the current year, as a
result of the <conviction the individual 1is incarcerated"
(AS 43.23.005(d)). However, the incarcerated felons were

to be considered eligible for the purposes of calculating
the amount of a dividend (AS 43.23.035(b)). In other words,
the felons would be included in the <count of eligible
individuals to be divided into the total dollar amount
available for distribution as dividends; however, they would
not be eligible to receive their dividend.

Chapter 54, SLA 1988 also included the following intent
statement:

It is the intent of the legislature that an amount
approximately equal to the money that would
otherwise be paid as permanent fund dividends to
individuals determined to be ineligible under
AS 43.23.005(d), as enacted by sec. 1 of this Act,
be appropriated annually from the dividend fund to
the crime victim compensation fund (AS 18.67.162)
to carry out the purposes of AS 18.67.

The actions taken by the legislature in debating and passing
this legislation clearly show that their intent was neither
to increase the amount of the general public's dividend by
declaring felons ineligible nor to reduce the amount of the
general public's dividend to pay for certain programs. It
was the intent of the legislature to take the dividend away
from otherwise eligible individuals and use those funds to
pay for those programs.

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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The Governor's proposed FY 90 budget included a variety of
uses for the funds withheld from the felons, estimated to be
approximately $1,500,000. The legislature amended the
Governor's proposal by shifting more funding to the Violent
Crimes Compensation Board as reflected below:

(In Thousands)
Department/ Program Governor Legislature

Corrections:

Post Secondary Education $ 200.0
Substance Abuse 200.0
Sex Offender Treatment 123.5
Anger Management 150.0
Community Residential
Expansion 400.0
Sex Offender Treatment
Hiland Mt. CC $ 328.2
Fairbanks CC 150.2
Lemon Creek CC 150.0
Gate Money 225.0 135.0
Total Corrections $1,298.5 $ 763.4

Public Safety:
Violent Crimes
Compensation Board $ 201.5 $ 736.6

Total $1,500.0 £1.500.0

A lawsuit challenging the constitutionality of Chapter- 54,
SLA 1988 was decided by the Superior Court in favor of the
felons. However, the Court did not require the State to
immediately distribute the dividend checks to the felons;
allowing the State time to appeal the caseto the Supreme
Court. As a result, the amount that may be required to pay
the felons is being held in trust. The Court has directed
that interest be accumulated on this amount andpaid to the
felons if the State's appeal is unsuccessful.

Faced with the court ordered trust in addition to the
appropriations summarized above, the Department made the
decision to deduct amounts from each individual's dividend
check to provide funding for the programs since the intended
source of funding (the felons dividends now held in trust)
was not available. According to Commissioner Malone, no
serious consideration was given to any alternative ways of

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT



C C

Legislative Budget
and Audit Committee -4 - November 2, 1989

resolving the funding demands. It appears that the Office
of the Governor®s decision to seek supplemental funding, if
necessary, to add to next year®"s dividend was not mnde until
after the deductions were calculated and the check distribu—

tion had begun.

The Commissioner also stated that, in keeping with the
intent of the legislature in reference to the disclosure of
the uses of the dividend funds, he directed specific wording
to be shown on tlie check stubs for the Corrections and

Public Safety programs.
Auditor®s Observations

The Department of Revenue®"s actions were not contrary to any
provision of law. However, the decision to make deductions
from the general public"s dividend checks for the Public
Safety and Corrections programs was clearly contrary to the
legislature®s intent.

Once the decision was made to deduct the amounts from the
individual dividend checks, it was appropriate, although not
required, to disclose the amount deducted on the check stub.

However, an appropriation from the Permanent Fund Dividend
Fund for Stat-e operating programs does not require an
immediate transfer of monies out of the Fund. The state
accounting system is appropriately capable of allowing
agencies to expend against an appropriation prior to actual
receipt of the funds, as long as the actual receipt occurs
at some point during the legal 1life of the appropriation.
Therefore, using this legitimate accounting approach, there
was no urgency mandating the deductions from the individual
dividends.

Approaching the program funding decision 1in this manner

would not be without some risk. If the State ultimately
prevails 1in 1its appeal, funds now held 1in trust would be
available to fund the programs. However, if the felons

prevail and the Department 1is required to distribute the
amounts to the felons, the Dividend Fund would not have the
available unobligated funds to transfer to the programs and
without a supplemental from the legislature, the programs
would be in a shortfall situation. Assessing the potential
risk, therefore, would involve assessing the likelihood that
the legislature would favorably consider a supplemental
request.

The assessment of that risk could have been accomplished
with relative ease through communication with the leadership
of the House and Senate, and the Finance Committees, as well
as the Legislative Budget and Audit Committee which 1is the

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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permanent interim committee of the legislature assigned the
responsibility of advising the executive branch on interim
budgetary matters. The Department of Revenue used this
avenue in the past when they presented a proposal to the
Committee on distributing remaining balances of prior year
dividend appropriations. W hile the outcome of that
presentation was not what the Department had hoped, at
least they had a clear understanding of the intended action
of the legislature, as viewed by the Committee.

Commissioner Malone, in a letter dated November 1, 1989,
(copy enclosed) recognizes the value of this approach and
believes it should be followed in the future if problems
arise with the dividends.

Recommendations

You have ask d chat we provide any recommendations that may
help to avoid similar situations in the future. There are
two primary areas where legislative action may be warranted.

First is the enabling legislation for withholding dividends
from the incarcerated felons. The <current issue under
appeal rests with the incarceration aspects of the statutes
and not with the overall concept of denying dividends to

felons. It is important to note that while the appeal of
this case is narrowly focused on the incarceration issue,
another case is currently at the trial <court level that
challenges the legislation on several bases. It is unlikely
that the second case w ill be finally decided before the end
of the 1990 legislative session. We recommend that no
legislative changes be attempted until both the cases are
concluded. If the State is ultimately wunsuccessful in

defending the legislation, the Division of Legal Services
should review the final decisions and supporting opinions to
determine if the statutes can be amended without defeating
the intended goal of the legislation.

Secondly, the legislature should consider making conditional
appropriations when there is uncertainty surrounding the
intended outcome of legislation, as there was at the time
the appropriations were made for the Corrections and Public

Safety programs. The Division of Legal Services can draft
conditional language, for example, that the source of
funding for the Violent Crimes Compensation Board

appropriation is from money available from withholding
dividends from felons and if no money is available, the
source of funding is the General Fund. The condition might
instead be for the affected agency to seek a supplemental
appropriation during the next legislative session. However
the ~condition is established, the legislature would be
providing specific direction to the administration.

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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The legislature might also want to consider not using the
Permanent Fund Dividend Fund as a funding source until ail
the legal challenges to the legislation have been resolved.
The Department of Revenue could ~continue to withhold
dividends from incarcerated felons and place the monies 1in
trust until resolution. IT the State ultimately prevails,
the amount held 1in trust would eventually be available for
appropriation for designated programs or distribution as
future dividends.

If you need additional information or would like to discuss

the issues involved, please contact me.

Enclosures

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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MFMORANDUM

DATE: October 25, 1989

T0:  Senator Rick Uehling, Co-Chair
Senate Finance Committee Jj

FROM: Mike Greany, Director
Legislative Finance Division

SUBJ: PERMANENT FUND PROGRAMS

CT25®

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 Pro?ram. was established by
Chapter 21, SLA 80, which became effective April 16, 1980.
Sections of that bill were retroactive to Januaq 1, 1979.  New
legislation %Chapter 102, SLA 82, effective June 17, 1982) provided
for a 1$918,80 dividend payment to each Alaska resident for the claim
year .

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 ensurln%. that the public is
aware of the program and its eligibility and |||nP requirements.
Other re3ﬁ0n5|bll[t|es include distributing application forms,
assisting the public (especially rural Alaska) in completing and
filing the applications, |ssumﬁ receipts, determining e|I?_IbI|Ity,
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)
1984 actual 3512.6
1985 " 2.703.2
1986 " 2.652.8
1987 " 3,007.8
1988 " 3.016.8
1989 {authorlzed% 3.185.6
1990 conference 3537.4

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

Chapter 102, SLA 1982 (SB 842) allows individuals to participate in
state administered programs that depend on financial need for
eligibility without takmlg into account ‘the receipt of a permanent
fund dividend check. It also requires the Department of Health and
Social Services to provide through the general relief program
equivalent state welfare covetage to individuals if they have been
denied participation in any federal assistance 1Jorogram due to the
receipt of a permanent fund dividend check. The flegislation states
that this period of being held harmless will be in effect for four
months. When an individual receives a dividend check.the?]/ may be
over income and therefore ineligible for assistance 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 allows 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 Wa.s_pendlngz in the United States Supreme Court
concerning the validity of the existing permanent fund dividend
program. ~ While on the Senate floor 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 related to the permanent fund dividend hold harmless

programs:

FISCAL YEAR ADMINISTRATION PROGRAM
1983 (actual) 209.2 3,928.7
1984 258.1 5,092.8
1985 268.3 3,910.0
1986 259.8 3,265.1
1987 293.2 3,616.1
1988 _ 294.0 8,067.7
1989 (authorized) 334.3 9,516.4
1990 (conference) 347.1 11,763.5

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 sponsored by Representative 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, legislative intent was incorporated into the law.
Legislative intent specifies that the amount that would otherwise
be paid as permanent fund dividends to ineligible felons should be
appropriated annually from the fund to the crime victim
compensation fund.
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For FY90 the Governor's Office of Management and Budget (OMB)
estimated that $1,500,000 would be withheld from ineligible felons.
It was the assessment of OMB that the crime victim compensation
fund could only use $736,600. OMB and the Department of
Corrections proposed to use the remaining balance of $763,400 to
fund special programs within Corrections, — Two programs within
Corrections received funding from the dividend fund; “gate money"
and "sex offender". The gate money program ($.135,000()] provides a
minimum amount of money to offenders being released from
institutions. The sex offender Program $628,400) provides
psychological counseling for sex offenders while they are in the
Institution.  Funds were not appropriated from the withheld felons'

dividends prior to FY90.

At the time the Legislature was holding budget deliberations
concerning the funding of programs in Corrections ard Public Safety
a superior court judge issued a decision on a lawsuit that chaIIen_ged
the constitutionality of Chapter 54, SLA 88. The jujge determined
that felons should be included in the pool of eligible applicants for
dividends. The decision was hased upon the assump ion the statute
does not treat all convicted felons the same way. Tnere would be
instances where convicted felons would never be inel gible because
of the t_|m|n% 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 felons in the pool of ellglblle appllcants. Money for their
dividends ($1,500,000) 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 heen charged twice, once for the dividends deposited in the trust
account and, again for the previously described programs.

| hope that this answers your questions concerning these programs.
If you require any further ‘information, please let me know.
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Enclosure:  Copy of check stub.
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TREASURY WARRANT

ALASKA PERMANENT FUND DIVIDEND

_ £ > 1A
DATS C? ISSUE: 525-0753 K t v \
U*." MaseeV i
PAY TO TIRE ORDER CF: . f f . fJ
Kl_SllV._ y ! X3 *23/
cC-. w7) .,
I I “ e\/S.
i - W W Il MAVI i
H52SLO ?£ 3%« i:i25£00S E3i:
NON NEGOTIABLE
No. 5254076
PAYER*S NAME STATE OF ALASKA 1539 FERMAHENT FUND DIVIDEND 5 £73.16
"E:E?.AL ID NO. 92-6001185
T*tz 3ATCH
VCjCHER DLN WARRANT AMOUNT 5 573.16
APPLICANT"S SSN
APPLICANT ™S NAME AND ADDRESS
REDUCTIONS PER DIVIDEND CHECK:
COSTS CF ADMINISTERINGDIVIDENDPRCORAM .covvmnnn.... £ 6.53 (DEPT. CF REVENUE)
"HOLD HARMLESS" CF PERSONS WHOSE FEDERAL
BENEFITS ARE CUT WHEN THEY RECEIVE DIVIDENDS..522.72 (DEPT. CF KISS)
SEX OFFENDER TREATMENT AND GATE MONEY rC.R
RELEASED  PRISONERS tttt ittt e e e 51.57 (DEPT. CF CORRECTIONS)
VIOLENT CRIMES COMPENSATIONBOARD coveemeeeiaaaannnnnns 5 1.42 (DEPT. OF PUBLIC SAFETY)

L 552 .44

LV.PGnTA 1J7 -TP.3 stvc ccn!3.ns jrperisr: Ux trzciror .ricnrzuon is«?t00.A



Alaska State Legislature

Sen. Pat Pourchot, Chairman

) ) ) P.0. Box V
Sen. Jan Faika, Vice Chairman State Capitol
Sen. Al Adams -Juneau, Alaaka 99811
Sen. Tim Kelly
Son, Rick Uehlink ' LT 907-165-3712
Sree Sate Affairs Commttee
MEVCRANCUM

10: Senate State Affairs Committee Memners
FROM  Senator Pat Pourchot

RE: Wedne-day, April 4 CommitteeHearing
DATE  April 3 190
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Chommlssmner of Reven e to disclose on Permanent Fund |V|dend chec é stuhs
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SB 346.txt
Pat:
The Permanent Fund Disclosure and Value Bill:
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glasfea g>tate Hegi'stature

COMMITTEES:
) Finance
Senator Jim D uncan ViceChair-
Heal th Education
P.O. Box V Junf.au. Alaska 99811-3100 & Social Services
Budget™ Audit
(907) 465-4766 Banking &
Economic
Development
TO: Senator Pat Pourchot
Chair
State
FROM Senator
REGARDS: Request for itEA
DATE: January 9, 1990

| WOULD APPRECIATE THE EARLIEST POSSIBLE HEARING DATE FOR 9B 346.

SB 346 amends Alaska Statute 43.23. requiring the Commissioner of
the Department of Revenue to disclose on Permanent Fund Dividend
STUBS THE AMOUNT OF THE DIVIDENDS AS THE RESULT OF
CONSTITUTIONALLY MANDATED DEPOSITS AND THE AMOUNT ATTRIBUTABLE TO
LEGISLATIVE APPROPRIATIONS.

I FEEL ITS IMPORTANT FOR ALASKANS TO KNOW THAT A SIGNIFICANT
MAJORITY OF THE DIVIDEND CHECK IS THE RESULT OF ADDITIONAL
APPROPRIATIONS TO THE PERMANENT FUND BY THE LEGISLATURE.

Since its i ioeftion, the Legislature has appropriated over $5.6
BILLION OR )0 OF THE PERMANENT FUND’S PRINCIPAL. THIS INCLUDES
SPECIAL APPROPRIATIONS AND MONIES ADDED FOR INFLATION P%OOFING.
Constitutionally mandate% funds account for just over $ 9
BILLION OF THE FUND, or 39%.

| WAS SPURRED TO INTRODUCE THIS Blbé FOLLOWING THE DISCLOSURE OF
UNAUTHORIZED DEDUI&TIONS FROM THE 1989 DIVIDEND BY THE
Administration. legislative audit requested concluded,
"...THE DECISION TO MAKE DEDUCTIONS FROM THE GENERAL PUBLIC'S
DIVIDEND CHECKS FOR THE PUBLIC SAFETY AND CORRECTIONS PROGRAMS
WAS CLEARLY CONTRARY TO THE LEGISLATURE'S INTENT."

AS YOU KNOW, THE INTENT INVOLVED USING FELON'S DIVIDENDS FOR
THESE PROGRAMS. WHEN A COURT RULING FORECLOSED THIS USE, THE

Administration reduced the dividends of all Alaskans. The
Administration should have requested a supplemental appropriation
instead. The Administration has indicated it will make such a

request if ultimate court rulings forbid the use of felon,
DIVIDENDS AND ROLL THE UNAUTHORIZED REDUCTIONS INTO THE 19§0
dividend. Legislators, including my office, fielded many
CONSTITUENT INQUIRIES ON THIS MATTER. MANY CXngTITUENTS WERE
CONFUSED AND HELD THE LEGISLATURE TO BLAME. A RESULT, | FEEL
Alaskans need to know the level of support the Legislature has
given to the Permanent Fund. A disclosure on the dividend stub

WILL REVEAL THIS LEVEL OF SUPPORT.

Your consideration of this request is most appreciated.

District C



VEVCRANDUM
TO: Senate State AffairsCommittee  Members

FROM  Senator Pat Pourchot
RE: Friday, March 2 CommitteeHearing
DATE  Friday March 2, 1990

Friday, March 2 at 1 in Beltz Room the Senate State Affairs
gr]rmmltte Mﬁ near the ?ollgvrrprng btn?

Act relatrng to the hold harmless provisions, of the permanent
rv n pro ad roviding for an effective date. Senator
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Pat, what | would like to present to the committee is this:

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

Examples, all of 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 of "net income" definition - yet "net income" drives amount
of money available for pfds and inflation-proofing

4. Potential General Fund monies sitting in ERA now

5. Royalty interest earnings disposition:
$72" million in 1988 Dinkum Sands , ,
About $425 million at stake in futureroyalty interest earnings

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

1. General operational inconsistencies

Cd'er key points; o . .
Asset allocation will havemajor impacts on legislature in future
Entire purchasing power of Permanent Fund nowtiedup in

dividends —_ .
Future performance; measures & need for strong legislative oversight
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February 15, 1990
MMVIRANDLM
TO.  Senator Pat Pourchot
ATIN  Susan Barnett
FROM B?F%%@o? Harrison

RE Permanent Fund ISsues

(9071 105-3991
(907) 163-3351
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