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5/17/99

SENATE CS FOR CS FOR HOUSE BILL NO. 231( )

IN TH E LEG ISLA TU R E O F T H E STATE OF A LA SK A  

TW E N TY -FIR ST  LE G ISLA T U R E - FIRST SESSIO N

B Y

O ffeved:
R eferred :

Sponsors): HOUSE R U LE S  C O M M IT TE E  B Y  R E Q U E S T

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to deposits to the Alaska permanent fund from mineral lease 

rentals, royalties, royalty sale proceeds, net profit shares under AS 38.05.180(f) 

and (g), federal mineral revenue sharing payments received by the state from  

mineral leases, and bonuses received by the state from mineral leases, and 

limiting deposits from those sources to the 25 percent required under art. IX, 

sec. 15, Constitution o f the State o f Alaska; relating to income o f the Alaska 

permanent fund, to the Alaska Income Account, and to perm anent fund  

dividends; authorizing an advisory vote on a long term financial plan for the 

state; and providing for an effective dale."

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

* Section 1. AS 37 .05 .540  is am ended  to read:

Sec. 37.05.540. Alaska Income Account [BUDGET RESERVE FUND];
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1 a p p ro p r ia t io n  lim it, (a) T here is established as a separate fund in the state treasury

2 the A la sk a  In co m e  A cco u n t [BU D G ET R E SER V E  FUN D ]. T he A la sk a  In co m e

3 A c co u n t [BU DGET RESER V E FUND] consists o f appropriations to the fund. M oney

4 received  by the state that is subject to the appropriation lim it under (b) o f  this section

5 and  that exceeds that lim it, m ay be appropriated to the A la sk a  In c o m e  A cco u n t

6 [B U D G E T  R E SE R V E  FU N D ].

7 (b) E xcept for appropriations to the perm anent fund o r fo r A laska perm anent

8 fund  dividends, appropriations to the A la sk a  In co m e A cco un t [B U D G E T  R ESER V E

9 FU N D ], appropriations o f  revenue bond proceeds, appropriations required  to pay the

10 p rinc ipa l and in terest on general obligation  bonds, and appropriations o f  m oney

11 received  from  a nonstate source in trust for a specific purpose, includ ing  revenue of

12 a  pub lic  enterprise or public  corporation  o f the state that issues revenue bonds,

13 appropriations from  the m ental health trust settlem ent incom e account (AS 37.14.036),

14 and appropriations made to the mental health trust fund (AS 37.14.031), appropriations

15 fro m  the treasury m ade in a fiscal year m ay not exceed appropriations m ade in the

16 p reced ing  fiscal year by m ore than five percent plus the change in population and

17 in fla tion  since the beginning o f the p receding  fiscal year. F o r purposes o f  applying

18 th is lim it an appropriation  is considered to be m ade in the fiscal y ear in which it is

19 enacted  and a  reappropriation rem ains attributed to the fiscal year in w hich the original

20 appropriation  is enacted. T he determ ination o f the change in population  fo r purposes

21 o f  th is subsection shall be  based on an annual estim ate o f population  by the

22 D epartm ent o f  Labor. The determ ination o f the change in inflation for purposes o f this

23  subsection  shall be based on the C onsum er Price Index for all u rban  consum ers fo r

24 A nchorage prepared by the U nited States B ureau o f Labor Statistics. T he am ount o f

25 m oney  received by the state that is sub ject to the appropriation lim it includes the

26 balance in the general fund carried forw ard from  the preceding fiscal year.

27 (c) I f  the legislature determ ines that the m oney subject to the appropriation

28 lim it received  by the state in a fiscal year is less than the m axim um  perm itted  to be

29 appropriated  under (b) o f th is section, up to 25 percent o f the balance o f  the A lask a

30 In c o m e  A c co u n t [B U D G ET R E SE R V E  FU N D ] m ay be appropriated  to the general

31 fund.
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i fd) T he D epartm ent o f  Revenue shall m anage and invest assets o f  the A lask a

2 In co m e  A c co u n t [B U D G E T  RESERV E FU N D I in the m anner se t ou t fo r the

3 m anagem en t and investm ent o f the assets o f the general fund u n d er AS 37.10.070.

4 Incom e from  investm ent o f  the A laska In co m e A c co u n t [B U D G E T  R E SE R V E

5 FU N D ] m ay be appropria ted  to the fund each year by law.

6 (e) N o tw ithstand ing  other provisions o f  this section, appropria tions m ay be

7 m ade from  the A la sk a  In co m e  A ccoun t [BU DGET RESER V E FU N D I needed bv the

8 g overno r to m eet a d isaster. In th is subsection, "disaster" has the m ean ing  given in

9 A S 26.23.900.

10 * Sec. 2. AS 37.10 .420(a) is am ended  to read:

11 (a) F o r purposes o f  applying art. IX, sec. 17(b), C onstitu tion  o f the State o f

12 A laska,

13 (1) "the am ount available for appropriation" o r "funds available for

14 appropriation" m eans

15 (A) the unrestricted revenue accruing to the general fund during

16 the fiscal year;

17 (B) general fund program  receipts as defined in AS 37.05.146;

18 (C) the  unreserved, undesignated  general fu nd  balance carried

19 forw ard  from  the p reced ing  fiscal year that is not sub ject to  the repaym ent

20 obligation im posed by art. IX, sec. 17(d), C onstitu tion  o f  the S tate o f  A laska;

1 21 and

22 [D1 the balance in the A laska In co m e A c co u n t [STA TU TO RY

| 23 B U D G E T  R E S E R V E  FU N D ] established in AS 37.05.540;

24 (2) "the am oun t appropriated for the previous fiscal year" m eans the

25 am ount appropriated  from  the

26 (A ) constitutional budget reserve fund u n d er the authority

27 granted  in art. IX , sec. 17, C onstitution o f the State o f A laska; and

28 (B) sam e revenue sources used to calculate the m oney available

29 fo r appropria tion  fo r the current fiscal year; and

30 (3) "the am ount o f appropriations m ade in the p rev ious ca len dar year

31 for the previous fiscal year" m eans appropriations m ade from  sources identified in (2)
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1 o f this subsection for a fiscal year that were enacted during the calendar year that ends

2 on D ecem b er 31 o f that sam e fiscal year.

3 * Sec. 3 . AS 37.05.550(b) is am ended to read:

4 (b) T he legislature m ay appropriate to the fund m oney received by the state

5 as A lask a  m arine highway system  program  receip ts or from  a  settlem ent o r final

6 ju d ic ia l determ ination  o f the D inkum  Sands case (U nited S tates v. A laska) and the

7 N orth  S lope royalty case (State v. A m erada H ess, e t al.) and not deposited  into  the

8 A laska perm anent fund under AS 37.13.010(a)(1) [AS 37.13 .010(a)(1) o r (2)] o r into

9 the pub lic  school trust fund under AS 37.14.150.

10 * Sec. 4. AS 37.13.010(a) is am ended to read:

11 (a) U nder art. DC, sec. 154 o f the state constitu tion , there  is established as a

12 separate  fund the A laska perm anent fund. T he A laska perm anen t fund consists o f

13 (1) 25 percent o f all m ineral lease rentals, royalties, royalty  sale

14 p roceeds, net p rofit shares under AS 38.05.180(f) and (g), 25 p e rc e n t o f  [AND]

15 federa l m ineral revenue sharing paym ents received  by the state from  m ineral leases

16 [ISSU E D  O N  O R  B E FO R E  D E C EM B ER  1, 1979], and 25 percen t o f  all bonuses

17 received by the state from mineral leases [ISSUED ON  OR B E FO R E  FEB R U A R Y  15,

18 1980]; a n d

19 (2) [50 PER C E N T O F A L L  M IN E R A L  L E A SE  R EN TA LS,

20 R O Y A L T IE S , R O Y A LTY  SA LE PR O C EED S, N E T  PR O FIT  SH A R ES U N D E R

21 A S 38.05.180(f) AND (g), AND FE D E R A L  M IN E R A L  R E V E N U E  SH A R IN G

22 PA Y M E N T S R EC EIV ED  B Y  TH E STA TE FR O M  M IN E R A L  L EA SE S ISSU ED

23 A FT E R  D E C E M B E R  1, 1979, AND 50 PE R C E N T  O F A LL B O N U SE S R EC EIV ED

24 B Y  T H E  ST A T E  FR O M  M IN ER A L LEA SES ISSU E D  A F T E R  FE B R U A R Y  15,

25 1980;

26 (3)] any other money appropriated to or otherw ise allocated by law o r

27 fo rm e r  law  to the A laska perm anent fund.

28 * Sec. 5. AS 37.13 .140  is repealed  and reenacted  to read:

29 Sec. 37.13.140. In co m e. All incom e o f the fund shall be deposited in the

30 earnings reserve account established under AS 37.13.145. T he balance o f the earnings

31 reserve account shall be determ ined according to generally  accepted  accounting
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principles. Incom e o f the fund includes incom e o f  the earnings reserve account.

* Sec. 6. AS 37.13 .145 is repealed  and reenacted to read:

Sec. 37.13 .145. D isposition  o f incom e, (a) The earnings reserve accoun t is 

established as a separate account in the fund. Subject to (c) o f  this section, follow ing 

the end o f each fiscal year, an am ount shall be transferred from  the earn ings reserve 

account to the general fund that is equal to 2.5 percent o f  the average o f  the quarter- 

end m arket value o f  the last 20 fiscal year quarters before the fiscal y ear ju s t  ended 

o f

(1) the fund, including the earnings reserve account; and

(2) the budget reserve fund (art. IX , sec. 17, C onstitu tion  o f  the State

o f A laska).

(b) A fter the transfer under (a) o f this section, an am ount shall be transferred  

from  the earnings reserve account to the dividend fund (AS 43 .23 .045) that is equal 

to 2.75 percent o f the average o f the quarter-end m arket value o f  the last 20 fiscal year 

quarters before the fiscal y ear ju s t ended o f

(1) the fund , including the earnings reserve account; and

(2) the budget reserve fund (art. IX , sec. 17, C onstitu tion  o f  the State

o f A laska).

(c) T ransfers fo llow ing  the end o f a fiscal year that are  requ ired  u n d er this 

section shall be m ade during the next fiscal year and m ay consist o f  separate 

installm ents transferred on different days; how ever, all installm ents m ust be transferred 

during the sam e fiscal year. T ransfers fo llow ing the end o f a fiscal y ear that are 

required  under this section  m ay not exceed the en tire balance that is in the earnings 

reserve account during  the  fiscal year in w hich the installm ents are transferred .

* Sec. 7. AS 37.13.300(c) is am ended  to read:

(c) N et incom e from  the m ental health trust fund m ay not be included  in the 

[CO M PU TA TIO N  O F N ET] incom e o f th e  A la sk a  p e rm a n e n t  fu n d  [A V A IL A B L E  

FO R  D IST R IB U T IO N ] under AS 37.13.140.

* Sec. 8. AS 37.17 .020(b) is am ended  to read:

(b) T he endow m ent shall be held and invested by the A laska Perm anen t Fund 

Corporation subject to A S 37.13.120; how ever, net incom e from  the endow m ent shall

WORK DRAFT WORK DRAFT 1-LS0960\M
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be d istribu ted  under AS 37.17.010 - 37.17.110 and 37.17.225. N et incom e from  the 

en d ow m ent m ay not be included in the [C O M PU TA T IO N  O F  N E T ] incom e o f  th e  

A la sk a  p e rm a n e n t fim d  [A V A ILA BLE FO R D ISTRIB U TIO N ] under AS 37.13.140.

* Sec. 9. A S 37.17.440(b) is am ended to read:

(b) T he principal and incom e o f the endow m ent shall be held  and invested by 

the A laska Perm anent Fund Corporation subject to AS 37.13.120; how ever, net incom e 

from  th e  endow m ent and subsequent incom e earned  on net incom e from  the 

en d ow m ent shall be held in a separate accoun t until appropriated  by the legislature. 

N e t incom e from  the endow m ent m ay not be included in the [C O M PU T A T IO N  O F 

N ET ] incom e o f  th e  A laska p e rm a n e n t fu n d  [A V A ILA B LE FO R  D IST R IB U T IO N ] 

u n d er A S 37.13.140.

* S ec. 10. T R A N SIT IO N , (a) N otw ithstanding  AS 37.13 .145(a), as repealed  and 

-eenacted in sec. 6 o f  this Act, a transfer from  the earnings reserve account to the general fund 

'ollow ing the end  o f

(1) fiscal year 2001 is equal to 2.5 percent o f  the average o f  the quarter-end  

narket value fo r  the last 12 fiscal year quarters before the fiscal y ear ju s t  ended  o f

(A) the A laska perm anen t fund (art. IX , sec. 15, C onstitu tion  o f  the 

S tate o f  A laska), including the eam ings reserve account; and

(B) the budget reserve fund (art IX , sec. 17, C onstitu tion  o f  the S tate

o f  A laska);

(2) fiscal y ear 2002 is equal to 2.5 percent o f  the average o f  the quarter-end  

narket value fo r the last 16 fiscal y ear quarters befo re the fiscal y ear ju s t ended  o f

(A) the A laska perm anent fund (art. IX , sec. 15, C onstitu tion  o f  the 

S ta te  o f  A laska), including the eam ings reserve account; and

(B) the budget reserve fund (art. IX , sec. 17, C onstitu tion  o f  the S tate

o f  A laska).

(b) N otw ithstanding  AS 37.13.145(b), as repealed and reenacted in sec. 4  o f  this A ct, 

transfer from  the eam ings reserve account to the dividend fund fo llow ing  the end o f

(1) fiscal year 2001 is equal to 2.75 percent o f  the average o f  the quarter-end 

larket value fo r the last 12 fiscal year quarters before the fiscal y ear ju s t ended  o f

(A) the A laska perm anen t fund (art. IX , sec. 15, C onstitu tion  o f  the
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State o f  A laska), includ ing  the eam ings reserve account; and

(B) the  budget reserve fund (art DC, sec. 17, C onstitu tion  o f  the State

o f  A laska);

(2) fiscal year 2002 is equal to 2.75 percent o f the average o f  the quarter-end 

m arket value for the last 16 fiscal y ear quarters before the fiscal year ju s t  en d ed  o f

(A ) th e  A lask a  perm anent fund (art. DC, sec. 15, C onstitu tion  o f  the 

S tate o f  A laska), includ ing  the eam ings reserve account; and

(B) the budget reserve fund (art. DC, sec. 17, C onstitu tion  o f  the S tate

o f  A laska).

* Sec. 11. A D V ISO R Y  V O T E . A t a special election to be held on S ep tem b er 14, 1999, 

in substan tial com pliance w ith  the election  laws o f the state, including absen tee  voting , the 

lieutenant governor shall p lace befo re the qualified voters o f the state a  question  adv iso ry  to 

the legislature and the governor. T h e  question shall appear on the ba llo t in the fo llow ing  

form;

Q U E S T I O N

Pream ble: T he state treasury 's reliance upon declining A laska oil p roduction  

and  volatile oil p rices constitu tes an unsustainable state budget system . T h e  

legislature and governor seek the public's input in choosing a long-term  budget 

plan. Please m ark "yes" o r "no" beside one or both plans that you believe the 

leg islature and governor should  proceed to im plem ent as a balanced  bud g et 

plan.

"Plan A" D escrip tion

Sum m ary o f Plan A: P lan  A  has further spending reductions. D iv idend s are 

a percentage o f  the value o f  the A laska perm anent fund. T his p lan  has no 

personal incom e tax.

(1) Spending R eductions/Spend ing  Lim its: C ontinue state general fund  

budget reductions o f  at least $70,000,000 over the nex t tw o fiscal 

years.

(2) Perm anent Fund: G uarantee the A laska perm anent fund is in fla tion- 

proofed to p ro tec t the value o f the principal o f the fund fo r  all 

A laskans, includ ing  fu ture generations.
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(3)
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Perm anen t Fund D ividends: G uarantee a d ividend is pa id  to qualified  

A laska residents at a m inim um  of $1,700 in 1999 and $1 ,700  in 2000. 

T hereafter, the annual dividend is based on a rate o f 2.75 percen t o f the 

co m bin ed  m arket value o f the A laska perm anent fund , includ ing  the 

A laska perm anen t fund eam ings reserve account, and the constitutional 

b ud g et reserve fund.

(4) P e im an en t F und  E am ings Reserve: G uarantee in fla tion -p roo fing  the 

A laska perm anent fund and paym ent o f perm anent fund d ividends, then 

p rio ritize  rem ain ing  funds in the A laska perm anent fund  eam ings 

reserve account fo r education, public safety , and transportation .

(5) N o Incom e Tax: U se at least $100,000,000 in new  revenues instead  o f 

im plem enting  new  broad-based taxes.

P lan  A  Y es [ ] P lan A N o  [ ]

"Plan B " D escrip tion

Sum m ary o f  Plan: Plan B has no further state spending reductions. D iv idends

from  the A laska perm anent fund are calculated under the curren t m ethod. This

plan  includes a personal incom e tax.

(1) S pend ing  R eductions: N o further reductions to state spending .

(2) P erm an en t Fund: G uarantee the A laska perm anen t fund  is in fla tion-

p roo fed  to p ro tect the value o f the principal o f  the fund  fo r all

A laskans, includ ing  future generations.

(3) P erm an en t Fund D ividends: D ividends w ill not be chan g ed  from  the 

cu rren t fo rm u la  and m ethod o f calculation.

(4) P erm an en t F und  Earnings Reserve: Im m ediate ly  transfer

$4,000 ,000 ,000  from  the perm anent fund earnings to the constitu tional
2 0 1 0

bud g et reserve fund, with an additional $4 ,000 ,000 ,000  in(201 l j  and 

$4,000 ,000 ,000  in 2020. Spend the constitu tional budget reserve fund 

eam ings fo r state governm ent services. t a ' n

(5) Incom e T ax: Im pose a personal incom e tax on aft w age earners

pro jected  to be 31 percent o f a person's federal incom e tax, co llecting  

$350 ,000 ,000.

ic n -  Icmcui | 
Moi/eb 
u_>|e ©bj

AJX'I’T.

3CS CSHB 231( ) -8-
New Text Underlined [DELETED TEXT BRACKETED]

I



1 Plan B Y es [ ] Plan B N o  [ ]

2 * Sec. 12. Sections 1 - 10 o f  this A ct take effect January  1, 2001.

3 * Sec. 13. Section 11 o f  this A ct takes effect im m ediately under AS 01.10 .070(c).
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SENATE FINANCE
COMMITTEE 41-

Amendment Number:.___
Bill Nliimhar: S C 5 C s \-\ k 251 0  
Sponsor: PU-i-LUpi Date:
Logged In By: U r  cI L L

1-LS0490\M
B W C

5/13/1999

f tv '.U  H

A m e n d m e n t

O ffe re d  in S e n a t e  F in a n c e  C o m m ittee  
S t s  o m fiT*- ^ 3 1 

T o : G S -S B  7 6 {E iN)-

(vjov/e4 b j  ,  rv.vx.o_r
cbj«?c\ T m fljlfS tfV )

2 ^ - i n  p A l U F

■7 &  ^  L J .^  I
P a g e \ ,  line  ^  th ro u g h  p a g e  \  d e le te  all m a te r ia l a n d  re p la c e  with:

QUESTION

P re a m b le :  T h e  s ta te  t r e a s u ry ’s  re lia n c e  u p o n  d ec lin in g  A la sk a  oil p ro d u c tio n  a n d  e rra tic  

w orld  oil p r ic e s  c o n s t i tu te s  a n  u n s u s ta in a b le  s t a te  b u d g e t  s y s te m . T h e  le g is la tu re  a n d  

g o v e rn o r  s e e k  A la s k a n s ’ inpu t in s e le c tin g  a  lo n g -te rm  b a la n c e d  b u d g e t  p lan . P le a s e  

s e le c t  th e  p la n  y ou  b e lie v e  A la sk a  sh o u ld  im p le m e n t fo r a  b a la n c e d  b u d g e t.



Summary of Plan A: Plan A has further spending reductions. Dividends are a 

percentage of the value of the Alaska Permanent Fund. This plan has no personal 

income tax.

(1) Spending Reductions
Continue state general fund budget reductions of at least $70 million over 

the next two fiscal years.

(2) Permanent Fund
Guarantee the Alaska Permanent Fund is inflation-proofed to protect the 

value of the principle of the fund for all Alaskans, including future 

generations.

(3) Permanent Fund Dividends
Guarantee a dividend is paid to qualified Alaska residents at a minimum of 

$1,700 in 1999 and $1,700 in 2000. Thereafter, the annual dividend is 

based on a rate of 2.75 percent of the market value of the Alaska 

Permanent Fund, including the Alaska Permanent Fund Earnings Reserve
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Account^ These dividends are projected to be $1,250 in 2001 to $1,430 in 

2 0 1 0 .

(4) Permanent Fund Earnings Reserve
Guarantees inflation-proofing the Alaska Permanent Fund and pays 

Permanent Fund Dividends, then spends remaining funds in the Alaska 

Permanent Fund Earnings Reserve Account for state government 

services.

(5) -Income-Tax- & aj

No personal income tax or new broad-based taxes. Use at least $100 

million in new revenues from resource development (NPRA, ANWR).
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Plan A



Plan B

Summary of Plan B: Plan B has no further state spending reductions. Dividends from 

the Alaska Permanent Fund are calculated under the current method. This plan 

includes a personal income tax.

(1) Spending Reductions

No further reductions to state spending.

(2) Permanent Fund

Guarantee the Alaska Permanent Fund is inflation-proofed to protect the 

value of the principle of the fund for all Alaskans, including future 

generations.

(3) Permanent Fund Dividends

Dividend will not be changed from the current formula and method of 

calculation. The dividend is projected to be $1,796 in 2001 and $1,784 in 

2 0 1 0 .

(4) Permanent Fund Earnings Reserve

Immediately transfer $4 billion from the permanent fund earnings to the 

Constitutional Budget Reserve Fund, with an additional transfer of $4 

billion in 2010 and $4 billion in 2020. Spend the Constitutional Budget 

Reserve Fund earnings for state government services.

(5) Income-Tax

Impose a personal income tax on-alt wage earners projected to be 31% of
2oo\

a person's federal income tax, beginning January 1°, 2000; collecting 

$350 million.

Please select one: Plan A Plan B



SU B JEC T: K-diVti'Url ho I /V0 O P I £~0
D A TE : 5ll'iH't h)̂  2.3)

SE N A TO R  P .K E L L Y  

SE N A TO R  L . GREEN 

SE N A TO R  P H ILL IP S  

SE N A TO R  D O N LE Y  

SE N A TO R  LE M A N  

S E N A TO R W ILK E N  

SE N A TO R  A D A M S  

SE N A TO R  TO RG ER SO N  

SE N A TO R  P A R N E LL  

T O T A L :

SUBJECT:.
DATE:

SE N A TO R  P H ILL IP S  

SE N A TO R  D O N LE Y  

SE N A TO R  LE M A N  

SE N A TO R  W ILK E N  

SE N A TO R  A D A M S  

SE N A TO R  P. K E L L Y  

SE N A TO R  L . GREEN 

SE N A TO R  TO RGERSO N  

SE N A TO R  PA R N E LL  

T O T A L :

YE A

ctAjs*

Od

W''

m i
v u t

vtr

Y E A  N A Y

SU B JEC T: <X-*v\jU id  t:J~' 1 P  H < L 1='Q
D A TE : S | ) f / q q  Hi3 2 3 /

SE N A TO R  L . GREEN 

SE N A TO R  PH ILL IP S  

SE N A TO R  D O N LE Y  

SE N A TO R  LE M A N  

SE N A TO R  W ILK E N  

SE N A TO R  A D AM S 

SE N A TO R  P .K E L L Y  

SE N A TO R  TO RG ER SO N  

SE N A TO R  P A R N E LL  

T O T A L :




