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IN THE LEGISLATURE OF TH E STATE OF A LA SK A  

TW ENTY-SECOND LEG ISLA TURE - SECOND SESSION

B Y  T H E  H O U S E  S T A T E  A F F A I R S  C O M M I T T E E

O f f e r e d :
R e f e r r e d :

S p o n s o r ( s ) :  R E P R E S E N T A T I V E S  S C A L Z I ,  M u l d e r ,  S t e v e n s

A B IL L  

F O R  AN A C T  E N T IT L E D  

"A n A ct re la tin g  to th e  m a rk e t value o f the  A laska  p e rm a n e n t fund  an d  to  d isposition  o f 

incom e o f  th e  A laska p e rm a n e n t fund ; an d  p ro v id in g  fo r an  effective d a te ."

B E IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A SK A :

* Section 1. AS 37.13.140 is amended to read:

Sec. 37.13.140. Incom e availab le  fo r d is tr ib u tio n . T h e  m a rk e t value  [NET. 

INCOM E] o f the fund includes the  m a rk e t value  [INCOM E] o f  the earnings reserve 

account established under AS 37.13.145. T h e  m a rk e t va lu e  [N ET INCOM E] o f  the 

fund shall be com puted annually as o f  the last day o f  the fiscal year in accordance w ith 

generally accepted accounting principles [, EX CLU D IN G  A N Y  UNREALIZED  

GAINS OR LOSSES]. Income available for distribution equals 5 [21] percent o f  the 

average  v ear-end  m a rk e t value [NET INCOM E] o f the fund for the last five fiscal 

years, including the fiscal year ju s t ended, but may not exceed [NET INCOM E OF 

TH E FUND FO R THE FISCAL Y EA R JU ST ENDED PLUS] the balance in the 

earnings reserve account described in AS 37.13.145.
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* Sec. 2. AS 37.13.145(b) is am ended lo read:

(b) A fter the tra n s fe rs  u n d e r (c) and  (e) o f this section , a t [AT] the end o f  

each fiscal year, the corporation shall transfer from the earnings reserve account to the 

dividend fund established under AS 43.23.045, 50 percent o f  the incom e available for 

distribution under AS 37.13.140 m inus any a m o u n t tra n s fe rre d  u n d e r  (c) o f th is 

section , o r the balance in the  account, w hichever is less.

* Sec. 3. AS 37.13.145(c) is am ended to read:

(c) A t the  end o f each fiscal y ea r [AFTER THE TR A N SFER  U N D ER (b) 

OF THIS SECTION], the corporation shall trarsfer from the earnings reserve account 

to the principal o f  the fund an am ount sufficient to offset the effect o f  inflation on 

principal o f  the fund during that fiscal year. The corporation shall calculate the 

am ount to transfer to the principal under this subsection by

(1) com puting the average o f  the monthly United States Consum er 

Price Index for all urban consum ers for each o f  the two previous calendar years;

(2) com puting the percentage change between the first and second 

calendar year average; and

(3) applying that rate to the value o f  the principal o f  the fund on the 

last day o f  the fiscal year ju s t ended.

* Sec. 4. AS 37.13.145(d) is am ended to read:

(d) N otwithstanding (b) and  (c) o f  this section, incom e earned on money 

aw arded in or received as a result o f  State v. Am erada Hess, et al., 1JU-77-847 Civ. 

(Superior Court, First Judicial District), including settlem ent, sum m ary judgm ent, or 

adjustm ent to a royalty-in-kind contract that is tied to the outcom e o f  this case, or 

interest earned on the money, or on the earnings o f  the m oney shall be treated in the 

same manner as other incom e o f  the Alaska perm anent fund, except that it is not 

available for distribution to the dividend fund, and shall be annually deposited into the 

principal o f  the A laska perm anent fund.

* Sec. 5. AS 37.13.145 is am ended by adding a new subsection to read:

(e) If, on June 30 o f  any fiscal year, the balance in the budget reserve fund 

(art. IX, sec. 17, Constitution o f  the State o f  Alaska) is less than $1,500,000,000, the 

com m issioner o f  revenue shall notify the corporation o f  the am ount necessary to bring
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the budget reserve fund balance up to $1,500,000,000. A fter the transfer under (c) o f 

this section, the coiporation shall transfer to the budget reserve fund from the earnings 

reserve account the am ount identified by the com m issioner or the balance in  the 

account, whichever is less.

* Sec. 6. AS 37.13.150 is am ended to read:

Sec. 37.13.150. C o rp o ra tio n  budget. The revenue generated by the fund's 

investm ents m ust be identified as the source o f  the operating budget o f  the corporation 

in the state's operating budget under AS 37.07 (Executive Budget Act). The 

unexpended balance o f  the corporation's annual operating budget does not lapse at the 

end o f  the fiscal year but shall be treated as income from  th e  fund  under 

AS 37.13.145(a) [AS 37.13.140].

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

(c) Incom e o r  o th e r  m oney [NET INCOM E] from  the m ental health trust 

fund may not be included in the com putation o f  [NET] incom e available for 

distribution under AS 37.13.140.

* Sec. 8. AS 37.14.031(c) is am ended to read:

(c) The net incom e o f  the fund shall be determ ined by the A laska Permanent 

Fund Corporation an n u a lly  as o f the  last day  o f th e  fiscal y e a r  in acco rd an ce  w ith  

genera lly  accen ted  acco u n tin g  p rincip les, excluding  any  u n rea lized  gains o r  losses 

[IN TH E SAM E M A N N ER THE CORPORATION D ETERM IN ES THE NET 

IN COM E OF TH E ,  JLASKA PERM ANENT FUND U N D ER AS 37.13.140].

* Sec. 9. AS 37.17.020(b) is am ended to read:

(b) The endow m ent shall be held and invested by the A laska Perm anent Fund 

Corporation subject to AS 37.13.120; however, net incom e from  the endow m ent shall 

be distributed under AS 37.17.010 - 37.17.110 and 37.17.225. Incom e o r o th e r 

m oney [NET INCOM E] from the endowment may not be included in the computation 

o f  [NET] income available for distribution under AS 37.13.140.

* Sec. 10. AS 37.17.440(b) is am ended to read:

(b) The principal and income 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; however, net 

incom e from the endow m ent and subsequent incom e earned on net incom e from the
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•endowm ent shall be held in a separate account until appropriated by the legislature.

Incom e o r o th e r  m oney [NET INCOME] from the endow m ent may not be included

in the com putation o f  [NET] income available for distribution under AS 37.13.140.

* Sec. 11. The uncodified law o f the State o f  A laska is am ended by adding a new section to 

read:

TRANSITION. Notw ithstanding AS 37.13.140, as am ended in sec. 1 o f  this Act, 

income available for distribution following the end o f  fiscal year

(1) 2002 is equal to 5 percent o f  the year-end m arket value o f  the fund for the 

fiscal year ju s t ended, but may not exceed the balance in the earnings reserve account;

(2) 2003 is equal to 5 percent o f  the average o f  the year-end market value o f  

the fund for the last two fiscal years, including the fiscal year ju s t ended, but m ay not exceed 

the balance in the earnings reserve account;

(3) 2004 is equal to 5 percent o f  the average o f  the year-end m arket value o f  

the fund for the last three fiscal years, including the fiscal year ju s t ended, but m ay not exceed 

the balance in the earnings reserve account;

(4) 2005 is equal to 5 percent o f  the average o f  the year-end m arket value o f 

the fund for the last four fiscal years, including the fiscal year ju s t ended, but may not exceed 

the balance in the earnings reserve account.

* Sec. 12. The uncodified law o f  the State o f  A laska is am ended by adding a new  section to 

read:

CO N D ITIO N A L EFFECT, (a) This Act takes effect only i f  the total am ount o f 

appropriations passed by the legislature before June 29, 2002, for operating expenses o f  state 

governm ent for fiscal year 2003 is equal to or less than the total am ount appropriated for 

operating expenses o f  state governm ent for fiscal year 2002. For purposes o f  this section, 

appropriations from sources listed in AS 37.05.146(b) may not be considered.

(b) The legislative finance division shall notify the revisor o f  statutes on or before 

June 29, 2002, as to w hether this A ct takes effect.

* Sec. 13. If, under sec. 12 o f  this Act, this Act takes effect, it takes effect June 29, 2002.
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A l a s k a  S t a t e  L e g i s l a t u r e

O fficial B usiness

R E P R E S E N T A T I V E  D R E W  S C A J .Z I
S t a t e  C a p i t o l  

J u n o a u ,  A l a s k a  9 9 8 0 1 * 1 1 8 2

( 9 0 7 )  4 6 5 * 2 6 8 9 ;  ( 8 0 0 )  0 6 5 - 2 6 8 9  
F A X : ( 9 0 7 )  4 6 5 * 3 4 7 2

R c p r c 3 c n ta t iu c _ D r e w _ S c a lz i@ lc g is .s ta tc .a k .u s

H o u s e  B i l l  3 9 8  S p o n s o r  S t a t e m e n t

“An Act relating to disposition of income of the Alaska permanent fund; 
and providing for an effective date."

H o u se  B ill 3 9 8  is  m uch  m ore  than  s im p ly  a  m e ch a n ism  to m a in ta in  an  ad eq u a te  
b a la n ce  in the  C o n s t itu t io n a l B u dge t R e se n /e  F u n d  fo r p u b lic  s e rv ic e s . T h is  leg is la tion  

w ou ld:

> R e s to re  the  B u d g e t R e se rv e  Fu n d  at the start o f e a ch  fis ca l y e a r  to $1 .5  b illion , a 
re a so n a b le  am ou n t to p re se rve  pub lic  s e rv ic e s  w h ile  p ro v id in g  a  cu sh io n  ag a in s t 
a n y  o n e -y e a r  risk  in low  o il p r ice s . H B  398  w ou ld  u se  P e rm a n e n t Fu n d  ea rn in g s  to 
"re fill” the  B u d g e t R e s e rv e  Fu n d  ea ch  year, w h ile  still p ro v id in g  fo r a  hea lthy  

d iv id e n d  fo r A la s k a n s .

> B y  e s s e n t ia lly  se tt ing  a $1 .5  b illion  c ap  on the B u d g e t R e se rv e , H B  398  w ou ld  
e n su re  that s ta te  g o ve rnm en t d o e s  not a ccu m u la te  a n y  m o re  m o n ey  than it n eed s. 
T h e  p u b lic  —  not a  g ove rnm en t sa v in g s  a c co u n t —  sh o u ld  bene fit from  an y  su rp lu s  

re v e n u e s .

> H B  3 98  w ou ld  se rv e  a s  an  in cen tive  to the leg is la tu re , the  g o v e rn o r a n d  the p u b lic  to 
a d o p t n ew  re ven u e  s o u rc e s  to he lp  c lo s e  the budge t g a p  to p re se rv e  the d iv id end  
fo r m an y  y e a rs  to com e .

> A n d  H B  3 9 8  w ou ld  e n co u ra g e  re sp o n s ib le  s ta te  sp e n d in g  b y  lin k ing  s ta te  sp en d in g  
w ith the  a n n u a l d iv id end .

H B  3 9 8  w o u ld  lin k  the am ou n t of e a ch  y e a r ’s  d iv id en d  to the  p r ice  o f o il and  to sta te  
sp en d in g , w h ich  w ou ld  m ake  the  d iv id end  m ore  re le van t to A la s k a 's  e c o n o m ic  s ituation  
than  the e x is t in g  p rog ram  that lin ks  the  d iv id end  on ly  to  the P e rm a n e n t F u n d ’s  W a ll 
S tre e t in ve s tm en ts . T h e  le g is la tion  would:

> U s e  the  e x is t in g  sta tu to ry  fo rm u la  to d e te rm in e  the  am ou n t o f P e rm a n e n t Fund  
e a rn in g s  a v a ila b le  fo r d is tribu tion  ea ch  year. T h e re  w ou ld  be  no  ch a n g e  in the 
cu rren t fo rm u la  that a v e ra g e s  the fund ’s  e a rn in g s  o v e r the  p a s t five  yea rs .

l
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> Use the existing statutory formula to inflation-proof the fund’s principal. Before any 
money is distributed for any purpose, sufficient funds would be moved from the 
Earnings Reserve Account to the principal to cover inflation over the past year.

> Then, the Budget Reserve Fund trigger would kick in. In any year that the CBRF is 
below $1.5 billion on June 30 (the last day of the fiscal year), this legislation would 
direct that an amount sufficient to restore the CBRF to $1.6 billion be taken from the 
funds available for distribution.

> Whatever is left in the funds for distribution after the CBRF is refilled would then be 
handed out in dividends.

For example:

> If, after a broad-based tax and other revenue measures were adopted to raise a total 
of $600 million a year, and if the remaining budget gap were then $500 million, then 
$500 million would be taken from Permanent Fund earnings to refill the CBRF.

> And, if $1.1 billion in Permanent Fund earnings were available for distribution under 
the 5-year, income-averaging formula, there would be $600 million left for dividends 
after $500 million was used to refill the CBRF. That would equal a dividend of about 
$1,000 per Alaskan.

> If oil prices are high, the budget gap would be smaller and the draw on Permanent 
Fund earnings would be smaller —  and the dividends would be larger.

> If oil prices are low and the budget gap wider, the draw on earnings would be higher 
and the dividends would be smaller.

> If additional revenues come in from a broad-based tax or development of NPRA or 
A N W R  or a natural gas pipeline, the budget gap would be smaller —  and the 
dividend would be larger. This way, Alaskans would more directly benefit from 
economic development within our state.

2
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F I S C A L  N O T E

ST A TE  OF  A LA SKA
2002 L E G IS L A T IV E  SESSIO N

R e v is io n  D a te /T im e  (N o te  i f  c o r re c t io n ) :_________
T itle  D is p o s it io n  o f  P e rm a n e n t F u n d

In c o m e

Fiscal Noto Number:

Bill Version:

() Publish Date:

D e p t. A ffe c te d :

; b r u  _

"C o m p o n o n t

H B  3 9 8

R e v e n u e

R e v e n u e  O p e ra t io n s

S p o n s o r

R e q u e s te r
R e p re s e n ta t iv e  S c a lz l

T re a s u ry

H o u s e  S ta te  A ffa irs  C o m m itte e C o m p o n o n t N o . 121

E x p e n d i tu re s /R e v e n u e s (T h o u sa n d s  of D ollars)
N o te : A m o u n ts  d o  n o t in c lu d e  In f la tio n  u n le s s  o th e rw is e  n o te d  b e lo w .

O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 3 F Y  2 0 0 4 F Y  2 0 0 5 F Y  2 0 0 6 F Y  2 0 0 7 F Y  2 0 0 8

P e rs o n a l S e rv ic e s

T ra v e l

C o n tra c tu a l

S u p p lie s

E q u ip m e n t

L a n d  &  S tru c tu re s

G ra n ts  &  C la im s

M is c e lla n e o u s

T O T A L  O P E R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C A P IT A L  E X P E N D IT U R E S  | | I I

C H A N G E  IN  R E V E N U E S  ( ) ** * •
•  •

” ** **

F U N D  S O U R C E (T h o u s a n d s o f  D o lla rs )

1 0 0 2  F e d e ra l R e c e ip ts

1 0 0 3  G F  M a tc h

1004 G F

1 0 0 5  G F /P ro g ra m  R e c e ip ts

(0 3 7  G F /M e n ta l H e a lth
O th e r  (S pecify T y p o -D o  not abbrevia te)

T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a te  o f  a n y  c u r r o n t  y o a r  (F Y 2 0 0 2 ) c o s t : 0 .0

C h o c k  t h is  b o x  (X ) I f  f u n d in g  f o r  t h is  b i l l  Is  In c lu d e d  In  th o  G o v e r n o r 's  F Y  2 0 0 3  b u d g e t  p r o p o s a l :  I j

P O S IT IO N S

F u ll- t im e

P a r t- t im e  '

T e m p o ra ry

A N A L Y S IS :  (A ttach a soparate  p a qo  i t  nocossary)

S e e  P a g e  2.

L a r ry  P e rs ily , D e p u ty  C o m m is s io n e r

C o m m is s io n e r 's  O ff ic e

P re p a re d  b y :

D iv is io n  _________________________________________

Approved by: Larry Persily, Deputy Commissioner
Agoncy Department of Revenue__________
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F ISC A L NOTE

ANALYSIS CONTINUATION

** This legislation would direct that earnings from the Permanent Fund be transferred at 
the end of each fiscal year as needed to restore the Constitutional Budget Reserve 
Fund (which is managed by the Treasury Division at the Department of Revenue) to a 
$1.5 billion starting balance for the next fiscal year. This transfer would be triggered 
only in those years when the CBRF ends the fiscal year with a balance below $1.5 
billion. Only those funds needed to refill the CBRF to $1.5 billion would be transferred.

The amount needed each year to restore the CBRF to a $1.5 billion balance would be 
appropriated from the funds available for distribution under the Permanent Fund 
dividend program (as calculated under AS 37.13.140-145). Whatever is left in the funds 
available for distribution that year would be paid out as dividends. Therefore, the larger 
the draw on the CBRF and the greater the amount needed to replenish the Reserve 
Fund for the next fiscal year, the smailer the dividend. Or, the smaller the draw on the 
CBRF, the less money would be needed to refill the CBRF, and the more money 
available for the dividend.

This legislation would link the amount of the annual dividend to the price of oil, which, in 
great part, dictates the amount of the annual draw on the CBRF. It also would link the 
amount of the dividend to state spending and to new revenue sources. The more 
money generated by new revenues sources, such as broad-based taxes and excise 
taxes, and oil and gas taxes and royalties paid to the state from new developments, the 
less money would be needed to refill the CBRF and the more money would be 
available for the dividends.

Based on current Department of Revenue projections, the CBRF will end Fiscal 2003 
below $1.5 billion, meaning this legislation would take effect with the October 2003 
dividend. However, if the state receives additional revenues, or if the legislature adopts 
new revenue measures, the effective date of this legislation could be delayed to the 
October 2004 dividend or later.

This legislation would not affect the statutory inflation-proofing of the Permanent Fund, 
nor would it change how the amount of Permanent Fund earnings available for 
distribution is calculated.

STA TE  OF A LA SK A  B IL L  NO. HB 398___________

2002 L E G IS L A T IV E  SESSIO N

Page_2_of_2_
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CS F O R  H O U SE B IL L  N O . 393(STA )

IN THE LEGISLATURE OF TH E STATE OF ALASKA 

TW ENTY-SECOND LEGISLATURE - SECOND SESSION

B Y  T H E  H O U S E  S T A T E  A F F A I R S  C O M M I T T E E

O f f e r e d :
R e f e r r e d :

S p o n s o r ( s ) :  R E P R E S E N T A T I V E S  S C A L Z I ,  M u l d e r ,  S t e v e n s

A B IL L  

FO R  AN A C T  E N T IT L E D  

"A n A ct re la tin g  to the m a rk e t value o f the A laska p e rm a n e n t fund and  to d isposition  of 

incom e o f the  A laska p e rm a n e n t fund; and  p ro v id in g  fo r an  effective d a te ."

BE IT  EN A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  ST A T E  O F  A LA SK A :

* Section 1. AS 37.13.140 is amended to read:

Sec. 37.13.140. Incom e availab le  for d is tr ib u tio n . T he  m a rk e t value [NET 

INCOM E] o f  the fund includes the m a rk e t value [INCOM E] o f  t' : earnings reserve 

account established under AS 37.13.145. T he m a rk e t va lue  [NET INCOM E] o f  the 

fund shall be com puted annually as o f  the last day o f  the fiscal year in accordance with 

generally accepted accounting principles [, EX CLU D IN G  A NY UNREALIZED 

GAINS OR LOSSES]. Income available for distribution equals 5 [21] percent o f  the 

average  vear-end  m a rk e t value [NET INCOM E] o f  the fund for the last five fiscal 

years, including the fiscal year ju s t ended, but may not exceed [NET INCOME OF 

THE FUND FO R THE FISCAL YEAR JU ST ENDED PLUS] the balance in the 

earnings reserve account described in AS 37.13.145.

-1- CSHB 398(STA)
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1 * Sec. 2 . AS 37.13.145(b) is amended to read:

2 (b) A fter the tran sfe rs  u n d e r (e) an d  (c) o f t his section, a t [AT] the end o f

3 each fiscal year, the corporation shall transfer from the earnings reserve account to the

4 I dividend fund established under AS 43.23.045, 50 percent o f  the income available for

5 distribution under AS 37.13.140 m inus any  a m o u n t tra n s fe rre d  u n d e r  (i) o f this

6 section, o r the balance in the account, w h ichever is less.

7 * Sec. 3. AS 37.13.145(c) is amended to read:

8 (c) A t the end of each fiscal y e a r  [AFTER THE TRA NSFER UNDER (b)

9 OF THIS SECTION], the corporation shall transfer from the earnings reserve account

10 to the principal o f  the fund an am o’ t sufficient to offset the effect o f  inflation on

11 principal o f  the fund during that fiscal year. The corporation shall calculate the

12 am ount to transfer to the principal under this subsection by

13 (1) computing the average o f  the monthly United States Consumer

14 Price Index for all urban consumers for each o f  the two previous calenuar years;

15 (2) computing the percentage change between the first and second

16 calendar year average; and

17 (3) applying that rate to the value o f the principal o f the fund on the

18 last day o f  the fiscal year ju s t ended.

19 * Sec. 4. AS 37.13.145(d) is amended to read:

20 (d) Notwithstanding (b) and  (e) o f this section, income earned on money

21 aw arded in or received as a result o f  State v. Am erada Hess, et al., 1JU-77-S47 Civ.

22 (Superior Court, First Judicial District), including settlement, summary judgm ent, or

23 adjustm ent to a royalty-in-kind contract that is tied to the outcome o f this case, or

24 interest earned on the money, or on the earnings o f the money shall be treated in the

25 sam e manner as other income o f  the Alaska perm anent fund, except that it is not

26 available for distribution to the dividend fund, and shall be annually deposited into the

27 principal o f  the A laska permanent fund.

28 * Sec. 5. AS 37.13.145 is amended by adding a new subsection to read:

29 I (e) If, on June 30 o f  any fiscal year, the balance in the budget reserve fund

30 (art. IX, sec. 17, Constitution o f the State o f  Alaska) is less than $1,500,000,000, the

31 com m issioner o f  revenue shall notify the corporation o f  the am ount necessary to bring

W O R K D R A F T  W O R K D R A F T  2 2 -L S I4 4 6 \F

I CSHB 398(STA) -2-
Mew Text: Underlined [DELETED TEXT BRACKETED]



1 the budget reserve fund balance up to $1,500,000,000. A lter the transfer under (c) o f

2 this section, the corporation shall transfer to the budget reserve fund from the earnings

3 reserve account the am ount identified by the com m issioner or the balance in the

4 account, whichever is less.

5 * Sec. 6. AS 37.13.150 is am ended to read:

6 Sec. 37.13.150. C o rp o ra tio n  budget. The revenue generated by the fund's

7 investm ents must be identified as the source o f  the operating budget o f  the corporation

8 in the state's operating budget under AS 37.07 (Executive Budget Act). The

9 unexpended balance o f  the corporation's annual operating budget does not lapse at the

10 end o f  the fiscal year but shall be treated as income from  the  fund  under

11 AS 37.13.145(a) fAS 37.13.1401.

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

13 (c) Incom e o r o th e r  m oney [NET INCOM E] from the mental health trust

14 fund may not be included in the com putation o f  [NET] incom e available for

15 distribution under AS 37.13.140.

16 * Sec. 8. AS 37.14.031(c) is am ended to read:

17 (c) The net income o f  the fund shall be determ ined by the A laska Permanent

18 Fund Corporation an n u a lly  as o f the  last dav  o f  the fiscal y e a r  in acco rdance  w ith

19 genera lly  accen ted  acc o u n tin g  p rincip les, excluding  anv  u n rea lized  gains o r losses

20 [IN THE SAM E M AN N ER THE CO RPORATIO N D ETERM IN ES THE NET

21 INCOM E OF THE A LA SK A  PERM A NEN T FUND U ND ER AS 37.13.140].

22 * Sec. 9. AS 3 7 .17.020(b) is am ended to read:

23 (b) The endow m ent shall be held and invested by the A laska Perm anent Fund

24 Corporation subject to AS 37.13.120; however, net income from  the endow m ent shall

25 be distributed under AS 37.17.010 - 37.17.110 and 37.17.225. Incom e o r o th e r

26 m oney [NET INCOM E] from  the endow m ent may not be included in the com putation

27 o f  [NET] income available for distribution under AS 37.13.140.

2S * Sec. 10. AS 37.17.440(b) is am ended to read:

29 (b) The principal and income o f  the endow m ent shall be held and invested by

30 the A laska Perm anent Fund Corporation subject to AS 37.13.120; however, net

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

' W ORK D R A F T  W O R K D R A F T  22 -LS 1446 \F
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endowm ent shall be held in a separate account until appropriated by the legislature. 

Incom e o r o th e r money [NET INCOME] from the endow m ent may not be included 

in the com putation o f [NET] income available for distribution under AS 37.13.140.

* Sec. 11. The uncodified law o f the State o f  A laska is am ended by adding a new section to 

read:

TRANSITION. Notwithstanding AS 37.13.140, as amended in sec. 1 o f  this Act, 

income available for distribution following the end o f  fiscal year

(1) 2002 is equal to 5 percent o f  the year-end market value o f the fund for the 

fiscal year ju s t ended, but may not exceed the balance in the earnings reserve account;

(2) 2003 is equal to 5 percent o f  the average o f the year-end m arket value o f 

the fund for the last two fiscal years, including the fiscal year ju s t ended, but may not exceed 

the balance in the earnings reserve account;

(3) 2004 is equal to 5 percent o f  the average o f  the year-end m arket value o f 

the fund for the last three fiscal years, including the fiscal year ju s t ended, but may not exceed 

the balance in the earnings reserve account;

(4) 2005 is equal to 5 percent o f the average o f  the year-end m arket value o f 

the fund for the last four fiscal years, including the fiscal year ju s t ended, but may not exceed 

the balance in the earnings reserve account.

* Sec. 12. The uncodified law o f the State o f  A laska is amended by adding a new  section to 

read:

CO ND ITIO NAL EFFECT, (a) This Act takes effect only if  the total amount o f 

appropriations passed by the legislature before June 29, 2002, for operating expenses o f state 

governm ent for fiscal year 2003 is equal to or less than the total am ount appropriated for 

operating expenses o f  state government for fiscal year 2002. For purposes o f  this section, 

appropriations from sources listed in AS 37.05.146(b) may not be considered.

(b) The legislative finance division shall notify the revisor o f  statutes on or before 

June 29, 2002, as to w hether this Act takes effect.

* Sec. 13. If, under sec. 12 o f  th' ■ \c t ,  this Act takes effect, it takes effect June 29, 2002.
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R e p r e s e n t a t i v e  S c o t t  O g a n __________ Alaska state Legislature

House D istrict 27 • Palmer • Greater Palmer • SuttOi. • Chickaloon • Sheep Mountain

Sponsor Statement for HB 400

Permanent Fund Contribution For Education

An Act relating to contributions from permanent fund dividends for 
municipal school districts and regional educational attendance areas; and 

providing for an effective date.

This legislation would allow recipients of the A laska perm anent fund dividend the option 
to contribute a portion of their dividend as a contribution to the local school district or 
regional educational attendance area (REAA) in which they reside. This can be provided 
by a sim ple check-off when an individual com pletes the annual application form.

A Legislative Attorney has indicated that contributions made exclusively for a public 
purpose are deductible as a charitable contribution for federal incom e tax purposes. 
Residents in many areas o f the State have com plained that their local schools are not 
funded adequately while at the same time, in som e areas o f the state, residents are not 
supporting their schools through local taxes. This bill will allow those who wish to provide 
additional financial support to their local school district a very personal and tax deductible 
method.

It is not the intent o f HB 400 that any o f these additional monies count against the local 
school district or REAA when the Departm ent o f Education calculates entitlem ents under 
the foundation formula.

m m11 II IT

In te rim : 600 E. Railroad Ave. #1, Wasilla, A K  99654 • Session: State Capitol, Juneau, A K  99801 465-3878
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L E G A L  S E R V I C E S

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA S tate  Capitol 
Ju n e a u , A laska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M February 5, 2002

SUBJECT: Tax Deduction for C ontributions to State 
(W ork O rder No. 22-LS1440)

TO: Representative Scott O gan

FROM K athryn L. Kurtz
Legislative Counsel

You asked whether contributions from individuals to the state are deductible as charitable 
contributions for federal incom e tax purposes.

The answ er is generally yes, i f  the contribution is m ade exclusively for public purposes.

The federal tax code provides the following general rule: "[tjhere shall be allow ed as a 
deduction any charitable contribution (as defined in subsection (c)) paym ent o f  which is 
made w ithin the taxable year." 26 U.S.C. 170(a)(1). The definition in subsection (c) 
provides, in part:

the term  'charitable contribution' m eans a contribution or gift to o r for the 
use o f  —
(1) A State, a possession o f  the United States, or any political subdivision 
o f  any o f  the foregoing, or the United States or the D istrict o f  Colum bia, 
but only if  the contribution or gift is m ade for exclusively public purposes.

26 U.S.C. 170(c)(1).

KLK:med
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H ava y o u  b e e n  a n  A la s k a  re s id e n t s in c e  D e ce m b e r 31, 20007 
■ l i j i  D o y o u  in te n d  to  re m a in  an  A la ska  re s id e n t In d e fin ite ly ?

I f  you  answ e red  “N O " lo  e ith e r o f the above questions, you  are n o t  
e lig ib le  fo r  the 2002 dividend.

P r in t  c le a r ly . U se b lu e  o r  b la c k  In k . U se  a ll c a p ita l le tte rs . C o m p le te  th e  e n tire  fo rm . 

S o c ia l S e cu rity  N u m b e r D ato  o f  B ir th  (M onth -Day-Year)

U D O - C Z I

Alaska Permanent Fund Dividend -

2002 Adult Application A
( A d u lt s  18 a n d  o ld e r  o n  d a te  o f  a p p lic a t io n )

F irs t  Name M .l. L a s t N am e

0  Male Under federal law you must provide your SSN. If we
have it on file from a previous year, we will use it and

O  Fem ale provide it to the IRS. (See page 3)

M a ilin g  A d d re ss A p t. # C ity S ta te Z ip  C ode

P h ys ica l A d d ro ss  (Writs-Same' II aamo aa mailing addrasa) A p t .# C ity S ta te Z ip  C ode

1
D aytim e  T e lepho ne M e ssage  T e le p h o n e E -m a il A d d re s s  (o p tio n a l)

( ) ( )

S hade c irc le s  lik e  th is :  9  N o t lik e  th is :  J g f  

1. Did you receive a 2001 d iv idend? A nsw er YES even i f  
you r d iv idend  w as ass igned o r  garnisheed. I f  NO, 
com plete Q u e s tio n  11 on the back o f  th is  form  A N D  
com plete the A d u lt  S u p p le m e n ta l S ched u le . A ttach  the 
S upplem ental Schedule to th is com pleted application.

2. Are you in A laska today? I f  NO, com plete Q u e s tio n  8  o n  
the  b a c k  o f  th is  fo rm  and  P a rts  B & C  o f  the  A d u lt  
S u p p le m e n ta l S c h e d u le  and  a ttach i t  to  this com ple ted  
application.

3. A . During 2001, w ere you gone from  A laska fo r m ore
than 90 days tota l?

I f  YES, com plete Q u e s tio n  8 on the ba ck  o f  th is  
form  A ND  P a rts  B & C  o f  th o  A d u lt  S u p p le m e n ta l 
S ch e d u le  and  a ttach  it  to th is com pleted  
application.

B. During 200'., w ere you gone from  A laska fo r m ore 
than 180 days tota l?

I f  YES, com plete Q u e s tio n s  8  th ro u g h  10 o n  the 
back o f  th is  form  A N D  P a rts  B & C  o f  th e  A d u lt  
S u p p le m e n ta l S c h e d u le  and  attach it  to  th is  
com pleted application.

Failure to d isclose absences m ay resu lt in  the den ia l 
o f  y o u r application.

4. Are you a United S tates c itizen? I f  NO, com plete  
Q u e s tio n s  12 a n d  13 o n  the back o f  th is fon: >.

5. A t any tim e since D ecem ber 31, 2000, w ere you on active 
duty as a m em ber o f the U .S. A rm e d  F o rces?
Alaska N ational G uard m em bers and  A laska Reservists, 
A nsw er NO. See p age 33.

U A  C o l le g e  S a v in g s  P la n
6. Do you want to  place 50%  o f you r d ividend in the UA 

College Savings P lan? See page 5 o f  the PFD  A pp lica tion  
Booklet fo ra  descrip tion o f  the plan.

Y E S

0

Y E S
0

Y E S

0

N O

0

N O

0

N O
0

Y E S  N O

0  o

Y E S

o

Y E S

0

Y E S

0

N O

0

N O

0

N O

0

Y E S

0

D ire c t  D e p o s it  P ro g ra m
7. Do you want you r d iv idend deposited d irectly  Into your 

bank account? I f  YES, Ind icate  i f  you  w ant y o u r d iv idend  
deposited Into:

O  Same account as last yea r O R  O  N ew account listed be low
NEW ACCOUNTS ONLY, fill In Information bolow, Sco pago 31 for Instructions.

N O

O

B ank
C ode □ □

A c c o u n t T ype (S e le c t on e )
O  C hecking Q  S av ings Q  S ecurilies

N ew  A c c o u n t N u m b e r

R e a d  th e  F o llo w in g  S ta te m e n ts  a n d  S ig n  B e lo w

I c e r t ify  th a t:
• I am  now  and intend to  rem ain an A laska  resident indefinitely.
• I w as an A laska resident fo r a ll o f 2001.
• I haven 't c la im ed res idency in anothe r state.
• I w as In the state o f A laska  fo r a t least 72 consecutive hours in 

2000 o r 2001.

I u n d e rs ta n d  th a t I f  w h a t I sa y  Is n o t tru e , i t  Is  a c r im in a l o ffe n se  
a n d  If  I am  c o n v ic te d , In  a d d it io n  to  a n y  c r im in a l pe n a ltie s :
• I w ill lose th is and all fu tu re  dividends.
• I m ust pay back a ll d iv idends I have baen paid.

I u n d e rs ta n d  th a t I f  I d e lib e ra te ly  m is re p re s e n t o r  re ck le ss ly  
d is re g a rd  a fa c t, I am  lia b le  fo r  c iv i l  p e n a ltie s :
• I could lose th is d iv idend and m y next five dividends.
• I m ay have to pay a fine o f up to $5,000.

I a u th o r iz e  th o  A la ska  D e p a rtm e n t o f  R even ue  to  o b ta in  
In fo rm a tio n  to  v e r ify  m y  e lig ib il i ty .  I a lso au thorize the Social 
S ecurity A dm in is tra tion  to re lease  any info rm ation regarding my 
identity to  the D epartm ent o f R evenue. I agree tha t a copy o f this 
au thoriza tion is as va lid  as  the orig inal.

I c e r t ify  th a t th e  in fo rm a t io n  I am  s u p p ly in g  o n  an d  w ith  th is  fo rm  
Is tru e  an d  c o rre c t.

Y o u r  S i g n a t u r o D a t e

F u l l  N a m o

C i t y .  S t a t o ,  Z i p  C o d e

P ro v id e  n a m e s , a d d re s s e s  a n d  te le p h o n e  n u m b e rs  o f  tw o  
a d u l t  A la s k a  r e s id e n t s  w h o  c a n  v e r i f y  y o u r  r e s id e n c y  

(V E R IF IE R S ’ S IG N A T U R E  N O T R EQ U IR ED )

W a i l i n g  A d d / o s s

O a y t i m o  P h o n o  tt S o c i a l  S e c u r i t y  tl ( o p t i o n a l )

F u l l  N a m o

W a i l i n g  A d d r o s s

C i t y ,  S t a l o ,  Z i p C o d o

D a y t i r r .o  P h o n o  tl S o c i a l  S c c u / i t y  tt ( o p t i o n a l )

You may pho> :opy this form.
Do not change anything printed on this form. 
W e b  s ite : w w w .p fd .s ta te .a k .u s

04-100 a  Front (12/01) F i l in g  D e a d lin e :  Y o u r  a p p l ic a t io n  m u s t  be  re c e iv e d  by  th e  D iv id e n d  D iv is io n  o r  p o s tm a rk e d  by  A p r i l  1, 2002.

http://www.pfd.state.ak.us


N am e (F irst, M l. Last)_______________________________________

A nsw er question  8 i f  you  answ ered  NO to question  2 or YES to q u estions 3A or3B .
8 If  you le ft before Jan u a ry  1, 2001, en te r the d a te  you a c tu a lly  departed . L is t all da tes  you w ere  absen t from  A la ska  in 2001 

through the  da te o f  th is  app lication . I f  you are s till absent, leave the  end d a te  b lank. Fo r each type o f absence , w rite  the  absence 
reason code in the  space  provided and list the da tes on separa te  lines. A tta ch  add itiona l sheets  as ne eded  and use the  form at 
below . (S ee pages 33 and 34  o f instructions). A ll absence  reason codes a re  de ta iled  below. I f  you ha ve  m ore absences than the 
num ber o f lines prov ided be low , see A dd itiona l A b se n ce s  Form  on page 32.

C ode  A b s e n c e  B e g in  D ate  
(A -Q ) M onth - D ay  * Y ear

□  o n e :
□

□  C J O C Z□ izocz □ n o z z
□  IZ H Z H Z Z

Read Each Question Carefully.

A b s e n c e  E n d  D a te
M onth - D ay - Y e a r W h y  w e re  y o u  a b s e n t?

i f  y o u  h a v e  m o re  a b s e n c e s , s e e  A d d it io n a l A b s e n c e s  F o rm  (p a g e  3 2 )

A bsence  R eason Codes
(S ee pages 33  a n d  34  o f  instructions)

A . A c c o m p a n ie d  a n  e l ig ib le  A la s k a  r e s id e n t  a s  th e  re s id e n t ’s  
s p o u s e .

S pouse 's  F irs t N am e M .l. S pouse 's  Last N am e

■ ' I I
S pouse 's  S ocia l S ecu rity  N um ber S pouse 's  Date o f B irth

H H I li li ,
B. E n ro lle d  a n d  a t te n d e d  s c h o o l a s  a  fu l l- t im e  s tu d e n t  re c e iv in g  

p o s ts e c o n d a ry  e d u c a t io n  (b e y o n d  g ra d e  1 2 ) . Y o u  m a y  d o w n ­
lo a d  o u r  E d u c a t io n  V e r if ic a t io n  fo rm  fro m  o u r  w e b  s i te  (S e e  
p a g e  2 ). S e e  Q  f o r  s e c o n d a r y  e d u c a tio n .

C. S e rv e d  a s  a  m e m b e r  o f  th e  U .S . A rm e d  F o rc e s .

D. R e c e iv e d  c o n t in u o u s  m e d ic a l t re a tm e n t u n d e r  a  d o c to r 's  c a re  
(A tta c h  d o c to r ’s  s ta te m e n t) .

E. S e rv e d  a s  a  m e m b e r  o f  A la s k a 's  c o n g re s s io n a l d e le g a t io n  o r  
s ta ff.

H. A s  a re q u ire m e n t  o f  e m p lo y m e n t b y  th e  S ta te  o f  A la s k a .

I. V a c a t io n e d .

J . S o u g h t  e m p lo y m e n t  o r  w a s  e m p lo y e d  fo r  a  re a s o n  o th e r  th a n  
B , C , E, H  o r u  (A tta c h  e x p la n a t io n ) .

K. O th e r  re a s o n s , in c lu d in g  b u s in e s s  (A tta c h  e x p la n a t io n ) .

L. C a re d  fo r  a  p a re n t ,  s p o u s e , s ib lin g , c h ild  o r  s te p c h ild  w ith  a 
c r it ic a l l ife - th re a te n in g  il ln e s s  th a t re q u ire d  th e  ill in d iv id u a l 
to  le a v e  A la s k a  fo r  t re a tm e n t.

M. S e tt le d  th e  e s ta te  o f  a d e c e a s e d  p a re n t , s p o u s e , s ib l in g ,  c h ild  
o r  s te p c h ild .

N. P ro v id e d  c a re  fo r  a  te rm in a lly  ill p a re n t , s p o u s e , s ib l in g ,  c h ild  
o r  s te p c h ild .

P. E m p lo y e d  a b o a rd  a  v e s s e l o f  th e  U .S . M e rc h a n t  M a r in e .

Q. E n ro lle d  a n d  a t te n d e d  s c h o o l a s  a  fu l l- t im e  s tu d e n t  
re c e iv in g  s e c o n d a r y  e d u c a t io n  (g ra d e s  7 th ro u g h  1 2 ).
Y o u  m a y  d o w n lo a d  o u r  E d u c a t io n  V e r if ic a t io n  fo n n  f ro m  
o u r  w e b  s i te  (S e e  p a g e  2 ). S e e  B  f o r  p o s ts e c o n d a r y  
e d u c a tio n .

A n sw er questions 9 a n d  10 if  you  answ ered YES to 3B.
Y E S  N O  

0  0
9 - H ave you eve r lived in A la ska  as a res ident fo r a t least 

180 days ? I f  YES, l is t  the  da tes o f  tha t m o s t recent 
pe riod .

F ro m  (M onth -D ay-Y ea r) T h ro u g h  (M onth -D ay-Y ea i)

10. w e re  you in A laska  fo r  a t least 72 consecutive  hours 
du ring  2000 o r 2001?

I f  YES, when w ere  yo u  m o s t re ce n tly  In A laska?
2000 2001 A ttach  docum enta tion  show ing
O  O  you  w ere  in  A laska .

A nsw er question  11 if  y o u  answ ered NO to question 1.
11- P rin t you r nam e as it appears  on you r b irth certifica te .

F irst N am e___________ M .l. Last N am e

Y E S  N O

O  0

U.S. B irth  S la te  C oun try  o f B irth (If not U .S .)

I f  m arried , p r in t y o u r  sp o u se 's  nam e.
F irs t N am e Last N am e

S pouse 's  S oc ia l S ecurity  N um ber

S pouse 's  Date o f B irth (M onth-D ay-Y ear)

A nsw er questio n s 12 & 13 i f  you answ ered NO to question 4. 
12.

W hat is vour a lien reg is tra tion num ber?

A-
13.

W ha t w as you r lega l Im m igra tion  sta tus  on D ecem ber 31, 2000? 
O  R es iden t O  A sy le e

O  R efugee O  O th e r (A ttach exp lanation)

I f  th is  Is tho f irs t tim e yo u  aro app ly ing  fo r  a  d iv idond, a ttach  a copy o f  
tho  fro n t a n d  ba ck  o f  y o u r v isa  o r  a lien  reg is tra tion  card.

Mail your application to: Alaska Department of Revenue, PO Box 110462, Juneau, AK 99811-0462
04-100 A Back (12/01)



R e p r e s e n t a t i v e  S c o t t  O g a n Alas k a  State Legislature

H o u s e  Distr ict  27 P a lm e r G rea te r  P a lm er Sutton Cliickaloon S h e e p  M o u n ta in

M E M O R A N D U M

TO: Representative John Coghill, Chair State Affairs

FROM: Representative Scott Ogan

DATE: February 25, 2002

SUBJECT: Scheduling of FIB 400 for Hearing

This legislation would allow recipients of the Alaska permanent fund dividend the option 
to contribute a portion o f their dividend as a contribution to the local school district or 
regional educational attendance area (REAA) in which they reside. This can be provided 
by a sim ple check-off when an individual com pletes the annual application form.

A Legislative Attorney has indicated that contributions made exclusively for a public 
purpose are deductible as a charitable contribution for federal income tax purposes.

It is not the intent o f HB 400 that any o f these additional monies count against the local 
school district or REAA when the D epartm ent of Education calculates entitlem ents under 
the foundation formula.

I would appreciate your taking up HB 400 at your earliest possible convenience.

SO/wc

In te rim : 600 E. Railroad Ave. #1, Wasilla, A K  99654 Session: State Capitol, Juneau, A K  99801 465-3878
(907) 376-4866 Fax (907) 373-4724 1 (800) 862-3878 Fax (907) 465-3265
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R e v is io n  D a te /T im e  (N o te  i f  c o r re c t io n ) : 

T it le P e rm a n e n t F u n d  D iv id e n d
C o n tr ib u t io n  fo r  E d u c a tio n

Fiscal Note Number:

Bill Version:
() Publish Date:

D e p t. A ffe c te d :

; b r u  ~

C o m p o n e n t

H B  4 0 0

R e v e n u e

R e v e n u e  O p e ra t io n s

P e rm a n e n t F u n d  D iv id e n d

S p o n s o r

R e q u e s te r
R e p re s e n ta t iv e  S c o t t  O g -10 

H o u s e  S ta te  A ffa irs

Expenditures/Revenues

C o m p o n e n t N o. 

(Thousands of Dollars)
981

N o te : A m o u n ts  d o  n o t in c lu d e  in f la t io n  u n le s s  o th e rw is e  n o te d  b e lo w .

O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 3 F Y  2 0 0 4 F Y  2 0 0 5 F Y  2 0 0 6 F Y  2 0 0 7 F Y  2 0 0 8

P e rs o n a l S e rv ic e s

T ra v e l

C o n tra c tu a l 1 7 .0 8 .0 8 .0 8 .0 8 .0 8 .0

S u p p lie s

E q u ip m e n t

L a n d  &  S tru c tu re s

G ra n ts  &  C la im s

M is c e lla n e o u s

T O T A L  O P E R A T IN G 1 7 .0 8 .0 8 .0 8 .0 8 .0 8 .0

C A P IT A L  E X P E N D IT U R E S

C H A N G E  IN  R E V E N U E S  ( ) ! I

F U N D  S O U R C E (T h o u s a n d s  o f  D o lla rs )

1 0 0 2  F e d e ra l R e c e ip ts

10 0 3  G F  M a tc h

10 0 4  G F

1 0 0 5  G F /P ro g ra m  R e c e ip ts

10 3 7  G F /M e n ta l H e a lth

D iv id e n d  F u n d 1 7 .0 8 .0 8 .0 8 .0 8 .0 8 .0

T O T A L 1 7 .0 8 .0 8 .0 8 .0 8 .0 8 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 2 )  c o s t : 0 .0

C h e c k  th is  b o x  (X )  i f  f u n d in g  f o r  t h is  b i l l  is  in c lu d e d  in  th e  G o v e r n o r 's  F Y  2 0 0 3  b u d g e t  p r o p o s a l :  |

P O S IT IO N S

F u ll- t im e

P a rt- t im e

T e m p o ra ry

A N A L Y S IS :  (A ttach  a separate  p a ge  i f  necessary)

T h is  b ill c re a te s  a  n e w  s ta tu to ry  p ro v is io n  th a t w o u ld  a llo w  P e rm a n e n t F u n d  D iv id e n d  a p p lic a n ts  to  c o n tr ib u te  u p  to  

5 0 %  o f  th e ir  in d iv id u a l d iv id e n d  to  a m u n ic ip a l s c h o o l d is tr ic t  o r  R e g io n a l E d u c a tio n a l A tte n d a n c e  A re a  in  w h ic h  th e  

a p p lic a n t re s id e s .

T h e  D iv id e n d  D iv is io n  w o u ld  in c u r  a d d it io n a l o p e ra t in g  c o s ts  a s s o c ia te d  w ith  im p le m e n ta t io n  o f  th is  b ill.  S e e  

a t ta c h e d  p a g e s  fo r  fu r th e r  e x p la n a tio n .

N a n c i A . J o n e s , D ire c to r

P e rm a n e n t F u n d  D iv id e n d  D iv is io n
P re p a re d  by :

D iv is io n  _________________________________________

Approved by: Larry Persily, Deputy Commissioner
Agency Department of Revenue___________

P h o n e  4 6 5 -2 3 2 3

D a te /T im e  3 /1 8 /0 2  9 :4 7  A M

Date 3/18/2002
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D e p a rtm e n t o f  R e v e n u e  
P e rm a n e n t  F u n d  D iv id e n d  D iv is io n

Bill Anc lysis - House Bill 400 
An Act Relating to Contributions from Permanent Fund Dividends for Municipal School 

Districts and Regional Educational Attendance Areas

This bill would allow dividend applicants the opportunity to contribute 10%, 30% or 50% 
of their dividends to the municipal school district or Regional Educational Attendance 
Area (REAA) in which the applicant resides.

It appears from this legislation that the new contributions would be accommodated by a 
new check-off system on dividend applications, rather than handled through the existing 
assignment system in AS 43.23.069. The difference between the two methods would 
be the cost to the division. The assignment method already exists for municipalities and 
state agencies, although the Regional Educational Attendance Areas would have to be 
added. The result would be a minimal cost to the division, which could be absorbed 
within the existing budget (unless thousands of people assign a portion of their dividend 
to school districts or Regional Educational Attendance Areas). We prepared the fiscal 
note with the understanding that the legislation would set up an entirely new application 
check-off for contributing a portion of the dividend.

A new check-off system on dividend applications would have the following immediate 
and substantial cost considerations.

A check-off system for dividend contributions would require the Dividend Division to 
maintain and publish a list in the annual application booklet of all the municipal school 
districts and REAAs. In addition, the application system would have to be redesigned to 
accommodate this new option. We estimate the increase in printing and programming 
costs at $10,000 in the first year and then level out to $5,000 per year.

Our payment system on the state’s mainframe computer system would have to be 
redesigned and tested. This would cost $7,000 initially and $3,000 per year thereafter 
to process the additional payments to the municipalities and REAAs.

O th e r C o n s id e r a t io n s

• We suggest change the legislation’s effective date from January 1, 2003, to January 
1, 2004. The current date of 2003 will not give the division enough time to redesign 
the forms and the computer system to accommodate the new process. Moving back 
the date to 2004 would allow the division enough time to reprogram its mainframe 
system and test calculations. The later effective date also would give the 
municipalities and REAAs sufficient time to publicize the new option.

i
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D e p a r tm e n t o f  R e v e n u e  -  HB 4 0 0

• According to the bill, the contribution would go to a municipal school district or 
Regional Educational Attendance Area in which the applicant resides. The division 
will not be able to monitor and or determine whether or not an applicant is 
contributing to the appropriate school district or educational area because many 
applicants only give the division a mailing address.

• Currently there is a $2 fee charged to the applicant for each garnishment and 
assignment processed on an applicant’s dividend. If the legislature intends for the 
Dividend Division to set up an entirely new application check-off system for 
donations, we would suggest that this legislation be amended to allow the division to 
retain the proceeds from the $2 fee to help cover the program costs.

2


