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Draft - Spending Limit Proposals 
Fixed Base year of FY95 & 3 yr floating avg for variable

a.ouu.u
FY97 FY98 FY99 FY00 FY0I FY02 FY03 FY04 FY05

— ♦— Pop + Income 3,129.2 3,063.9 3,016.0 3,037.2 3,063.9 3,076.5 3,100.3 3,103.6 3,125.2

-  Pop + CPI 3,035.2 3,003.9 2,990.9 2,988.8 2,992.2 2,985.7 2,988.5 2,992.7 3,005.0

—A—  Pop + CPI<=lncome 3,035.2 3,003.9 2,984.5 2,988.8 2,992.2 2,985.7 2,988.5 2,992.7 3,005.0

-------- Actual Auth 2,941.2 2,958.4 3,082.3 2,934.2 3,382.0 3,449.9 3,358.3 3,229.5 3.051.5

Draft - Spending Limit Proposals 
Base year of 2 years prior & 3 yr floating avg for variable

3,600.0

----------

ti---------
o.OOU.O “ - s ir

FY97 FY98 FY99 FY00 FY01 FY02 | FY03 FY04 FY05

—♦— Pop + Income 3,063.9 3,017.9 3,165.8 3,145.7 3,313.5 | 3,317.9 3,498.5 3,527.6

Pop + CPI 3,003.9 2,992.7 3,054.4 3,046.5 3,102.5 j 3,097.3 3.158.7 3,166.5

—A— Pop + CPI<=lncome 3,003.9 2,986.3 3,054.4 3,039.9 3,102.5 3,090.7 3,158.7 3,159.7

1) Exemptions: Railroad; federal funds; permanent fund; permanent fund income for dividends; g.o. bonds, revenue bonds, COPs; 
debt service on revenue bonds;donations/gifts/grants; University tuition

♦—  Pop + Income 
Pop ♦ CPI 

a - Pop + CPI<=income

Draft - Spending Limit Proposals 
Base year of 3 prior year avg & 3 yr floating avg for variable



R eserved F un d  B alance
Unrealized

FY Begin Dedicated FY End! Gain (Loss) FYEnd
Contrlb. Appro- (J| State Inflation Contributions! Net FY End Reserved

FY Balance priatlons Revenues Proofing Balance! Change Balance Balance
77-96 0 5,870 5,711 4,624 16,205; 2,084 2,084 18,289

97 16,205 829 308 486 17,828j 1,085 3,169 20,997
98 17,828 35 230 423 18,51 j | 802 3,971 22,487

99 18,516 41 155 288 iy,ooo| (430) 3,541 22,541
00 19,000 281 310 423 2(..014| (12) 3,529 23,543
01 20,014 7 339 686 21,046! (2,146) 1,383 22,429
02 21,046 (23) (3> 258 603 21,884! (878) 505 22,389
03 21,884 354 PI 398 352 22,9B8j 601 /^1 ,1 0 6 ‘' \  24,094

04 22,988 12 300 0 p) 23,3011 
1

2,345 (  3,451 J 26,752
05 23,301 15 252 613 24,1B0j 450 3,902 28,082
06 24,180 18 213 635 25,045i 391 4,292 29,337
07 25,045 20 205 657 25,927! 356 4,648 30,575
08 25,927 22 202 680 26,831 J 329 4,977 31,808
09 26,831 24 199 703 27,757; 308 5,285 33,042
10 27,757 26 189 727 28,700; 290 5,576 34,275
11 28,700 33 182 752 29,667! (19) 5,557 35,223
12 29,667 29 173 777 30,646! 347 5,904 36,550
13 30,646 32 164 802 31,644i 329 6,233 37,877
14 31,644 42 180 828 32,694; (66) 6,167 38,861

Cumulative Totals
Proiected fo r 2004-2014 2,259 7,174

ALASKA PERM ANENT FUND 
FINA NCIA L PR OJECT IO N S  2004 - 2014

as uf D e c e m b e r  3 1 ,2 0 0 3
Long-term projections m il extend ten years, based on host available Inlormalion (In millions)

“3/
p o K W  -V P^ndpal 

S c 3  I o f

Il~ " _

Acct.
Net

Income

Statutory
Net

income

U nresc i ved F und  Balance 
Distributions of 

Statutory Net Income

Dividends
14,134
3,149
3,435
2,148
2,249
(924)
(617)
963

Inflation
Proofing

General
Fund

Realized Earnings Acct 

Net FY End 
Change Balance

3,668

14,054 5,993 4,624 223 104
2,036 747 486 S1 3
2,5n5 893 42'’ 1 1,282
2,544 1,045 28a 3 1,201
2,222 1,172 423 3 382
1,199 1,113 686 4 (588)

257 926 602 4 (1,248)
355 691 352 0 ( tU 3 5 h

1,311 561 0 PI 0 750
2,067
2,203
2,343
2,479
2,611
2,745
2,381
3,019
3,161
3,309

1,601
1,794
1,967
2,128
2,279
2,428
2,867
2,643
2,800
3,334

496
558
738
924

1,026
1,113
1,225
1,296
1,367
1,478

613
635
657
680
703
727
752
777
802
828

30,486

493
602
572
524
549
588
890
570
631

1,028

1,343
1,944
2,j16

3,040
3,589
4,177
5,067
5,637
6,268
7,296

FY
77-96

97
98
99
00
01
02
03

04
05
06
07
08
09
10
11
1 2
13
14

25,152 10,762 7.174

T O T A L
F U N D

(M 
FY End 
Balance

18,393
21,104
23,876
25,131
26,515
24,813
23,525
24,194

27,602
29,424
31,282
33,091
34,848
36,632
38,453
40,291
42,187
44,146
46,157

Assum ptions: Total Return • Inflation 
FY 2004 15.16% 2.28%

FY 2005-2014 W 7.60% 2.60%

= Total Real Return 
1 2 .88 %

5.00%

01 Accounting net income is statutory net income plus the net 
change in unrealized gains (losses) and settlement earnings.

PI Earnings reserve appropriated to principal and
settlement earnings transferred to principal per AS 37.13.145(d).

Pi Final reconcilialion on State of AK royalty case.
(*i Based on 2003 Callan capital market assumptions and median 

expected returns. Actual results will vary from projections.
Pi Total Fund equals reserved fund balance plus the realized earnings account.
PI The MOMA volatility graph shows the range of possible outcomes 

with the extremes of the bars indicating the less likely probability.
Pi $354 of FY04's projected inflation proofing of $531 was prefunded in FY03. 

Currently there is no FY04 appropriation for Ihe remaining $177 balance.
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CS FO R SENATE JOINT RESOLUTION NO. 18( )

IN T H E  L E G IS L A T U R E  OF TH E ST A T E O F A L A S K A  

T W E N T Y -T H IR D  LE G ISL A T U R E  - SE C O N D  SESSIO N

B Y
Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE LEGISLATIVE BUDGET AND 
AUDIT COMMITTEE BY REQUEST

A RESOLUTION

Proposing amendments to the Constitution of the State o f A laska relating to the Alaska 

permanent fund, establishing the earnings reserve account, and permitting distribution 

front the account only for perm anent fund dividends and public education.

BE IT RESOLVED BY TH E LEGISLATURE OF THE STA TE OF ALASKA:

* Section  1. Article IX, sec. 15, Constitution o f  the State o f  A laska , is amended to read:

Section 15. A la sk a  P e r m a n e n t  F u n d ,  {a] A t least twenty-five per cent o f  all 

mineral lease rentals, royalties, royalty sale proceeds, federal mineral revenue sharing 

payments and bonuses received by the State shall be  p laced  in a permanent fund, the 

principal o f  w hich shall be used only for those incom e-producing  investments 

specifically designated by law  as eligible for perm anen t fund investments. T h e  

ea rn in g s  re se rv e  a c c o u n t  is es tab lished  as a s e p a r a te  a c c o u n t  in the fund .  All 

income from the perm anen t fund shall be deposited in the e a rn in g s  rese rve  accoun t 

as soon as it is received . A p p ro p r ia t io n s  m ay  only  be  m a d e  from  the  ea rn in g s  

rese rve  ac c o u n t  as p ro v id e d  in fb) o f  th is  section [G E N E R A L  FUND LINLESS 

O T H E R W ISE  P R O V ID E D  BY LAW],

WORK D R AFT WORK D R A FT WORK D R A FT

-1 - CSSJR 18( )
New Text Underlined [DELETED TEXT BRACKETED]
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* Sec. 2. Article IX, sec. 15, Constitution o f  the State o f  Alaska, is am ended by adding a 

n ew  subsection lo read:

(b) Appropriations from the earnings reserve account for a fiscal yea r  may not 

exceed five percent o f  the average o f  the market values o f  the fund on Ju n e  30 for the 

first five o f  the six fiscal years im mediately pieceding that fiscal year. Appropriations 

from the earnings reserve account m ay be  m ade only for the following purposes:

(1) a program o f  d iv idend payments for State residents established by

law; and

(2) public education.

* Sec. 3. Article X V , Constitution o f  the State o f  Alaska, is am ended by  add ing a new 

section to read:

Sec tion  30. T ra n s i t io n ,  (a) O n  the effective date o f  the 2004 amendm ents 

rela ting to the A laska  Perm anent Fund (art. IX, sec. 15), the unencum bered, 

unappropriated balance o f  the earn ings reserve account established under 

AS 37.13.145(a) is added to the earnings reserve account established in the Alaska 

Perm anen t Fund.

(b) Section 15(b) o f  Article IX first applies to appropriations for fiscal year 

2006. Appropriations from the perm anent fund for fiscal year 2005 are subject to 

Section 15 o f  Article IX as that section read on June 30, 2004.

* Sec. 4. The  am endm ents proposed by this resolution shall be placed before the voters o f  

the state at the next general election in conformity with art. XIII, sec. 1, Constitution o f  the 

State o f  Alaska, and the election laws o f  the state.

WORK D R A F T WORK D R A F T 23-LS 1007M
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How the Committee Substitute (Version I) Answers the Questions 
and Concerns Expressed by M embers of the Public

Before A laska’s voters will approve any ch a rg es  to the Perm anent Fund, they will have 
lo have confidence in what they are voting for. T he  com plexity  o f  the PO M V  proposal 
brought forward by the Trustees presents too many hurdles to win such approval. If we 
in the Legislature want that approval, the am endm ent m ust be modified. The following 
sta tements geneialize the concerns and questions I have heard over the past three years 
while w orking in various com m ittees and forums to educate the public on PO M V.

U nder PO M V , ihe p rin c ip a l value o f  the fu n d  can he spen t in a p ro lon ged  down  
m arket

This CS preserves the original constitutional language that only allows the principal o f  
the perm anent fund to be invested— not spent. It creates a constitutionally based earnings 
reserve account into which all income o f  the fund shall be deposited as soon as it is 
received. Appropriations can only be made from the earnings reserve account— nol from 
principal.

Once the L egisla ture begins to spend  any o f  the earnings, it w ill only be a m atter o f  
tim e before the entire fu n d  is gone

Again, the principal value o f  the fund m ay not be spent. T he  CS retains PO M V-like 
language limiting how much can be appropriated in a given fiscal year to prevent the 
Legislature from appropriating too much in the good times. As an exam ple, today there 
is approxim ately $5 billion in realized income and unrealized gains. The legislature 
would bf> fully within its powers to appropriate that full amount. This  language will help 
prevent overspending, thereby protecting the value of the fund,

H ow w ill the earnings be tp en t?

M ost A laskans can probably point to one expenditure or another (if not many) made by 
the State o f  A laska in any given fiscal year that they oppose. The thought of the State 
spending earnings o f  the perm anent fund on som ething they are personally opposed to is 
reason enough to vote no on any ballot question put before them. T he  proposed language 
restricts the purposes for which the fund’s earnings can be used to the dividend program 
and public education.

The d ividen d  program  is th rea ten ed  by utilizing the earnings f o r  anyth ing other than  
the program  itse lf

This CS provides m ore protection— constitutional protection— of the dividend program 
than the status quo. However, it preserves som e flexibility for future Alaskans to 
determine how big a dividend they want to pay out from the fund.



Committee Substitute (Version I) and the Holiday Bonus

If the constitutional am endm ent is approved by 2/3 o f  both bodies in the Legislature, 
conforming statutory changes will need to be made. I f  the div idend calculation is also 
changed to match the new m arket value m anagem ent approach, then dividends will be 
higher for the nex t few years.

The Fiscal Policy Caucus in years past proposed a 50/50 split. Sen. Elton has proposed 
80/20 and Rep. Gara has suggested 70/30. U nder each of  these scenarios, the annual PFD 
check will be bigger than the status quo formula for the next few years. In order to 
demonstrate to the voters how m uch difference this w'ould make for their families, I am 
suggesting that a second round o f  dividend checks go out if  the voters approve the 
constitutional amendm ent.

It generally takes 30 days to certify the results of  the general election. The PFD  Division 
at the Department of R evenue will have ju s t  sent out the O ctober distribution and there 
will be minimal adm inistrative costs required to send out a second distribution. Once we 
have certified results, the division can begin w ork and by m y  calculations, get those 
checks out to Alaskans in time for the holidays.

Timeline:

In October. A laska residents will receive their regular div idend check  as calculated under 
the status quo formula. That check is expected to be in the $S75-$900 range.

In November, voters will decide w hether o r  not lo a p p ro \e  the constitu 'ional amendment.

If  they vote yes, they will receive a second check 6-S w'ceks after the election that makes 
up the difference between what they received in O ctober and w hat they would have 
received if the new form ula were in effect for 2004.



•  •  •

The ‘ELF’in Alaska’s Oil Taxes

• There are four main taxes paid by the 
oil industry:

• Royalty -  12.5%
• Property -  20 mills which equals 2%.
• Corporate income -  9.4%
• Production -  15% before ELF.

bvy Sdjn Fvunch 
3 / 1̂ /04.



The ‘ELF’ in Alaska’s Oil Taxes

The 15% production, or severance, tax 
varies because of the ELF, or 
economic limit factor.
At its simplest, the ELF is a number 
between zero and one. Multiplying the 
production tax by a field’s ELF lowers 
that field’s tax burden.



The ‘ELF’ in Alaska’s Oil Taxes

Kuparuk’s ELF is about .2 now.
.2 times 15% equals 3%.
Thus, Kuparuk pays a 3% production 
tax.
Prudhoe’s ELF is .86.



The ‘ELF’ in Alaska’s Oil Taxes

• The formula is actually quite complex.
AS 43.55.013. Economic Limit Factor.
(a) [Repealed, Sec. 18 ch 116 SLA 1981].
(b) The economic limit factor for oil production of a lease or property shall be computed 

according to the following formula:

(1 -[PEL/TP]) exp "50,000/(TP/Days)] exp [(460 X WDJ/PEL])

where:
PEL = the monthly production rate at the economic limit;
TP = the total production during the month for which the tax is to be paid;
WD = the total number of well days in the month for which the tax is to be paid; 
Days = the number of days in the month for which the tax is to be paid; and
exp = exponent.



The ‘ELF’ in Alaska’s Oil Taxes

ELF was designed to encourage small 
field development.
There are twenty fields now producing 
on the North Slope.
Twelve pay no production tax at all.



The ‘ELF’ in Alaska’s Oil Taxes

The Tarn field made 951,221 bbls in 
January 2004.
Tarn has a 0.08 ELF meaning it pays a 
1.2% production tax now
Tarn’s ELF will go to zero in 2007.



•  •  •

The ‘ELF’ in Alaska’s Oil Taxes

• Tarn is produced via Kuparuk’s facilities.





The ‘ELF’ in Alaska’s Oil Taxes

Tarn required only two drill sites and 
three ten mile pipelines.



The 6ELF’ in Alaska’s Oil Taxes

The Tabasco field, also produced through 
Kuparuk’s facilities, did not require even 
a drill site. It was drilled in seven wells 
off an existing pad at Kuparuk. .
Tabasco makes 2500 bbls of oil per day 
and pays no production tax.
This modest field will make the 
producers 1,000,000 bbls of oil this year.



•  •  •

The ‘ELF’ in Alaska’s Oil Taxes

• As new fields come on to production, 
and pay no production tax, the overall 
production tax rate declines.

• The average production tax will fall from
13.5% in 1993 to 4% in 2013.



The ‘ELF’ in Alaska’s Oil Taxes

Oil Development in America's Arctic
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•  •  •

The ‘ELF’ in Alaska’s Oil Taxes

Oil Development in America's Arctic
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The ‘ELF’ in Alaska’s Oil Taxes
Oil Development in America's Arctic
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1999
,y< *

"Ir'.nvii
TjImi.I

I1.'Jl-miptxti
* - J

■ism
i

S.Vn\1rt||'i . .

National .. . •  
Pulrosjm * >. fl«€ VMj0S*tt..'' : -

' «$? :. • 
•■I» .?  » ..

- . f

, 't : 1""

A
■•) 1 • 

I

/ /  < -1 4
/ . 'J # 1 . /  2

/ • , «A1’1

ijS
.in : ?0  trilurt I

_____,...i

l- '.V  .

p?{
, ; |X ;  •■

---- -------  Pimnlinca, Pncs, Rrviris, onrl Gfnvnl Minrc

-------v> ro trn '.iil Tic!-E>:aar.»i»r ■

. , . i ,  ■
■ .,'1' V . -  

V
'■ ' ■ ; .
* I..

. ' ~ . (* • *
, ~ ■ T ' ' ' m

Ui.tir iMramue utini »\it :m*j
• Ji(\i»«• <kU!i MinnSii<K«M

jn i M t
■ Hi*• ib|lir^>r rm |( . | | | |  |Wi|'4t |AI?
- * iar. |(L A*— • vilrf 'Ilf.9 imtlr*i I 4 o  ■ r»|v«4«nl *•*«!>•
•fMaMrilli: ic U| U|‘ji'. svj— aw <■!.{>, . V4̂ MI..«3<»U14

.‘ <’■
' /'
• 'O ', .

Adnl c 
M  Nat (ilia;
. ’ Wldllfs*

k  > n o f j r '

i

i



How the bill works

Two principal reforms:
The first simply establishes a 
minimum 5 % production tax. All 
fields must pay the minimum 5 %.
This provision alone would raise 
$75 million at $22 per bbl.



How the bill works

• The second major reform bases the 
production tax 011 the price of a 
barrel of oil.

• As the price rises, so does the tax. 
As the price of oil falls, so does the 
tax.

• The bill sets $16 to $20 oil as the 
norm.



•  •  •

How the bill works

• Above $20, the production tax 
would be multiplied by the price 
per barrel divided by 20.

• Below $16, the production tax 
would be multiplied by the price 
per barrel divided by 16.



How the bill works

Example: At $30 oil, the new 
formula would divide 30 by 20 
yielding 1.5.
Thus, a field with a 10 % production 
tax would pay an adjusted 15% 
production tax.
The production tax cannot exceed 
25 % under the bill.



•  o  •

How the bill works

• Example: At lower oil prices the 
production tax would be reduced. If 
oil goes to $12 per barrel, the 
formula would divide 12 by 16 to 
yield .75. Thus the production tax 
on an oil field would be reduced by 
25%.

• A 10% production tax would be 
reduced to 7.5 %.



How the bill works

If oil prices fall below $10 per barrel, the 
bill would waive half the production tax 
and would defer the other half until 
prices rise above $16 per barrel.
There is also an inflation adjustment, 
that would gradually raise the $16 to $20 
4norm’. The idea is to acknowledge that 
costs to industry rise over time.



How the bill works

• Finally, the bill exempts ‘heavy oil’ 
from any of its measures. Heavy oil, 
like that contained in the West Sak 
reservoir, requires more expensive 
drilling and production measures.



•  •  •

Production Tax Revenue

• In 2003, the State took in $599 million 
in production taxes.

• The average price that year was $28 
per barrel.

• The average ELF was .50, meaning 
the average production tax rate was 
7.5%.



•  #  •

Production Tax Revenue

• Looking forward, the Department of 
Revenue forecasts an average price 
of $22 per barrel.

• By 2013, the average ELF will fall to 
.27, meaning the average production 
tax will fall to 4.05 %.

• 2003: $599 million.
• 2013: $180 million.



Production Tax Revenue

Under this hill, the State would gain: 
an additional $110 nullion at $22/bbl. 
an additional $400 million at $30/bbl. 
an additional $500 million at $32/bbl.
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Forecasted Decline in Severance Tax Revenue: Current Law

Fiscal Year
Statistics provided by A laska Dept, of Revenue
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Ratio of Industry Take to State Revenues from ANS Production

Fiscal Year

—  Oil Industry  State



Conclusion

it is better to address this issue now, 
when there is no immediate crisis.
It is better to take an incremental 
approach, rather than a wholesale “shelf 
the ELF” approach.
It is better to give the oil industry 
certainty during the planning and design 
phases of the gas pipeline.



1 I
id (|< pp (RTirrrstrtgggg.i

I !_-•*;••■• •; i i  ' “"■I ]'
l\



Department of Revenue suggests oil production tax might need to be changed - Decem ber... Page 1 of 6

IPf<2Sern~i-Q ‘l"Io A FYe.|Ac,l\

Department of Revenue suggests oil 
production tax might need to be 
changed
ELF designed to encourage small field 
development and ensure large fields aren't shut 
down early; Revenue recommends allowance for 
deduction of exploration and production costs to 
encourage re-investment in state

Kristen Nelson 

PNA Editor-in-Chief

The Alaska Department of Revenue is forecasting increased North Slope 
production —  with new fields and satellite development bringing daily averages 
back over the 1 million barrel mark through fiscal year 2010.

But, Revenue said in its Fall 2001 Revenue Sources Book, issued in early 
December, A laska’s oil production is only about one-half of what it was when the 
massive Prudhoe Bay field peaked in 1988 and the new oil is taxed at a lower rate 
than oil than Prudhoe Bay oil, and will not bring the same tax benefit to the state.

The average rate of the production tax on Alaska North Slope crude oil has been 
fallina as a result of the tax adjustment known as the economic limit factor —
e l f /

ELF reduces the production tax rate on a reservoir based on the average rate of

North America's Source for Oil and Gas News 
December 2001

Vol. 6, No. 23 Week of December 30, 2001
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production and the average productivity of the wells. Production rates and well 
productivity decline as a field is produced, so the average production tax rate 
falls. ELF also reduces the tax rate on smaller oil field: most fields producing less 
than 20,000 barrels per day will pay little or no production tax, Revenue said.

The result is dramatic.

The base production tax rale is 15 percent. In fiscal year 1994, Revenue said, the 
average oil production tax rale for North Slope fields was 13.5 percent; the rate is 
projected to be S.75 percent for fiscal 2002.

ELF a major part o f sla te’s oil and gas taxes

ELF is a major part of the state’s oil and gas tax structure. Other taxes include: 
property taxes; royalty on oil and gas; bonus bids for leases; and corporate 
income tax.

Estimated unrestricted oil revenues for fiscal 2002 (which ends June 30) include: 
oil and gas property tax of $43.2 million; oil and gas corporate income tax of 
$150 million; production tax of $450 million; and royalties including bonuses of 
$506.1 million.

Estimated restricted oil revenues for fiscal 2002 include: royalties to permanent 
fund and school fund of $226.7 million; settlements to constitutional budget 
reserve fund of $100 million; and National Petroleum Reserve-Alaska royalties, 
rents and bonuses of $1.3 million.

O f an estimated $1.48 billion, the production tax is 30 percent.

Is ELF w orking as intended?

Revenue said that as Alaskans look at the state’s fiscal situation, " it’s also 
worthwhile to look at existing revenue sources and ask if they are working as 
in tended .“

One of the purposes of ELF was to ensure that the production tax does not 
discourage development of smaller oil and gas fields. Revenue said the ELF 
formula is complicated, but the result is that the smaller the field or less 
productive the wells, the lower the lax rale. The current ELF formula took effect 
in 19S9.

Another idea behind the ELF was that the actual lax rate should decline over lime 
so that the production lax does not cause fields to prematurely shut down as they 
become less economic due to falling production. Revenue said.

W hat is E L F?

ELF is a multiplier between zero and one that reduces the actual tax rale for a

http://www.pclrolcumncws.com/pnarchpop/011230-03.html 3/15/2004
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field, “based on average well productivity and the field’s total daily production.”

The oil production tax rale is 15 percent, with a 12.25 percent rate for the first 
five years of a field’s production. An ELF of 0.5 would yield an effective lax rate 
of 7.5 percent. There is a minimum tax of 80 cents per taxable barrel. To 
calculate the effective tax rate, multiply the statutory tax rale, even if it is the 
minimum SO cents, times the ELF.

In the ELF formula, Revenue said, “ the two factors of well and field productivity 
are related exponentially” so “ the drop in the ELF will be much steeper than if 
cither of the two factors were applied alone."

Older, larger fields have rapidly declining production and there have been no 
discoveries of large fields to offset those declines, the department said. Most new 
standalone fields have production of 50,000 to 100,000 bpd.

IIow could ELF be changed?

The current ELF formula, Revenue said, was established in 1989 and "was 
predicated on conditions that were in place then. Those conditions have changed. 
W ould it be appropriate to change the ELF as a consequence? While frequent 
changes in resources taxes creates instability —  particularly where the economics 
are marginal —  lax changes made in response to new conditions or structural 
deficiencies may be in the public interest.”

Revenue said production fell 34 percent from 1990 to 2000. Over the same 
period, at a hypothetical oil price of $15 a barrel, ELF dropped tax revenues by 
53 percent.

“And while we forecast North Slope production remaining relatively Hat between 
2002 and 2010, because of ELF the average tax rate will fall 52 percent,” 
Revenue said.

It is reasonable, the department said, for ELF to push the tax rate lower as 
production and declines because fixed operating costs will increase on a per 
barrel basis and gas and water handling costs may rise. "In addition, it is 
reasonable for the ELF to decline to zero by the end of a field’s life.”

But, Revenue asks, does the existing ELF reduce tax rates too quickly?

At Kuparuk the 2002 ELF was 0.6 and production was 212,000 barrels per day. 
ELF will be zero at Kuparuk in 2010 —  but production is expected to be above
100,000 bpd and another 10 years of production is projected for the field.

“Is the ELF going to zero sooner than it needs to ensure maximum production?”

Disparity between large and small Helds, satellites

http :/A vww .pctrolcum ncw s.com /pnarchpop/011230-03.html 3/15/2004
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Revenue also said that ELF may make too much of the operation cost disparity 
between large and small fields.

Under the existing ELF, a 50,000 bpd field with average well production of 450 
bpd would have an ELF of 0.003. A 200,000 bpd field with the same average 
well production would have and ELF o f 0.493. The sm aller field would pay 
production tax at a rate of 0.045 percent while the larger field would pay at a rate 
of 7.395 percent.

“It is doubtful,” Revenue said, “ that the per barrel operating costs of the two 
fields would be so different as to justify the larger field paying a tax rale 164 
limes higher than the other field.

“ It is worth asking: Is the ELF formula doing its job  the way it should, or does it 
need changing?” Revenue said.

The effect o f ELF on taxes from satellite fields is also an issue, as satellites i.avc 
been developed in the last 10 years —  since the existing ELF formula was set in 
19S9.

Satellites have lower production, with maximum levels in the 5,000 bpd to 50,000 
bpd range, but Revenue said the ELF rates for these fields are “very low, and zero 
in many cases.

“However, given the degree to which these fields share costs with large, 
profitable fields, and the degree to which many of these costs have already been 
recovered, the economics of such fields are not the same as those of similarly 
sized Helds that stand alone.”

ELF components could be separated

Revenue said a possible modification to the existing ELF formula “would be to 
have separate components in the ELF formula for total field production and well 
productivity.” Both are key indicators of field profitability, the depa-’ment said, 
but “they are largely independent. Thus, rather man treat them exponentially, 
where their effects over exaggerate economic tendencies when mixed, the ELF 
formula could be modified so that these distinct features could be summed.

“For example, the ELF could consist of a total field productivity component and a 
separate well productivity component. Each of these com ponents could be 
weighted 50 percent in the final ELF factor for each field.”

Revenue said this “would result in less drastic swings in tax rates as field or well 
productivity changes.

"In general,” the department said, "where rates are now high they would be 
lower, and where they are now low they would be higher.”

Page 4 of 6
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And as a side benefit to having an ELF which would decline less drastically over 
time, Revenue said, the proposed change “would also make the ELF easier to 
understand.”

Price coul

In addition to the exponential problem in the current ELF formula, Revenue said 
there are two other major problems with the production tax.

The production lax rate is fixed, which means “the government's share of profits 
is high when profits are low, and low when profits are high.” This regressive 
feature of the production tax “creates an unbalanced situation,” Revenue said.

“At low prices or high costs, the burden of the tax creates additional investment 
risk. At high prices the state’s share of the profits is much less than in 
internationally comparable conditions and the state leaves money on the table.”

If oil price were incorporated into the ELF formula, the production lax system 
would be progressive: the tax rate would vary with oil price and the governm ent’s 
share of profits would be lower when profits were low and higher when profits
were high.

“H aving the lax rate vary with price is another way to better balance the tax 
system under a wide range of economic conditions, while maintaining 
international competitiveness for attracting investment,” Revenue said.

Investment could be encouraged

The other major problem with Alaska’s production lax, Revenue said, is that it 
docs not encourage rc-investment in the slate. The tax system is based on gross 
revenue at the wellhead.

“Unlike other jurisdictions," Revenue said, “the regressive system in Alaska does 
not allow deduction of exploration and development costs. In those other 
jurisdictions, taxes are reduced by investing there, and companies that invest pay 
less taxes than those that do not.”

Because Alaska does not allow deduction of exploration and development costs 
from taxes, its tax system “may induce companies to take their Alaska profits and 
invest them elsewhere,” Revenue said

“A tax credit for exploration and development would enhance interest in 
investing here. The credit could be capped so as not to drop the actual production 
lax rate too much, but enough to be attractive to exploration and developm ent.”

Petroleum News - Rhone: 1-907 522-9469 - Fax: 1-907 522-9583
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SENATE BILL NO .'3̂ -
IN THE LEGISLATURE OF THE STATE OF ALASKA 

TW ENTY-THIRD LEGISLATURE - SECOND SESSION

B Y  T H E  S E N A T E  FIN A N C E  C O M M I T T E E  BY R E Q U E S T

In t ro d u c e d :
R efe r re d :

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to the levy and collection of sales and use taxes, to the levy and

2 collection of municipal sales and use taxes, and to m unicipal sales and use taxes on 

alcoholic beverages; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STA TE OF ALASKA:

5 * Section 1. AS 04.21.010(c) is amended to read:

6 (c) A municipality may not impose taxes on alcoholic beverages except a

7 (1) property tax on alcoholic beverage inventories;

8 (2) sales and use tax levied under AS 29.45.650 or 29.45.700 [TAX

9 ON ALCOHOLIC BEVERAGE SALES IF SALES TAXES ARE IMPOSED ON

10 OTHER SALES W ITHIN THE M UNICIPALITY];

1 ] (3) sales tax on alcoholic beverage sales that was in effect before

12 July 1, 1985 [; AND

13 (4) SALES AND USE TAX ON A LCO HOLIC BEVERAGES IF THE

14 SALE OF ALCOHOLIC BEVERAGES W ITHIN TH E MUNICIPALITY HAS

c z i i s l o b o i ^ d
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BEEN PROHIBITED UNDER AS 04.11.491(a)(1), (4), OR (5)].

* See. 2. AS 29.05.210(b) is amended to read:

(b) The department shall provide assistance to each borough and unified 

municipality incorporated after December 31, 1985, in

(1) establishing the initial sales and use tax assessment [AND 

COLLECTION DEPARTMENT] if the borough or unified municipality has adopted a 

sales or use tax;

(2) determining the initial property tax assessm ent roll i f  the borough 

or unified municipality has adopted a property tax, including contracting for appraisals 

of property needed to complete the initial assessment.

* Sec. 3. AS 29.10.200(51) is amended to read:

(51) AS 29.45.650 [AS 7 ) 45.650(c), (d), (e), (f), (i), AND G)] (sales

and use tax);

* Sec. 4. AS 29.10.200(52) is amended to read:

(52) AS 29.45.700 [AS 29.45.700(d) AND (e)] (sales and use tax);

* Sec. 5. AS 29.35.110(a) is amended to read:

(a) Borough revenues received through taxes levied [COLLECTED] on an 

areawide basis by the borough may be expended on general administrative costs and 

on areawide functions only. Borough revenues received through taxes levied 

[COLLECTED] on a nonareawide basis may be expended on general adm inistrative 

costs and functions that render service only to the area outside all cities in the 

borough.

* See. 6. AS 29.35.170 is amended to read:

Sec. 29.35.170. Assessment and collection of taxes, (a) A borough shall 

assess [AND COLLECT] property [, SALES, AND USE] taxes and collect taxes, 

o ther than sales and  use taxes, that are levied in its boundaries, subject to AS 29.45.

(b) Taxes, o th e r than sales and use taxes, levied by a city shall be collected 

by a borough and returned in full to the levying city. This subsection applies to home 

rule and general law municipalities.

* Sec. 7. AS 29.45.650 is repealed and reenacted to read:

Sec. 29.45.650. Sales and use tax. (a) Except as provided in AS 29.45.750, a

- 2-
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borough may levy a sales and use tax. I f  a borough levies a sales and use tax, it must 

conform exactly to the statewide sales and use tax levied and collected under 

AS 43.44, except that the municipal sales and use tax may be levied at any rate.

(b) The Department o f Revenue shall collect a sales and use tax levied under 

this section and remit the proceeds to the municipality. The Departm ent o f  Revenue 

may use its administrative authority under AS 43.05 and its enforcem ent and 

collection authority under AS 43.10 to collect a sales and use tax levied under this 

section.

* See. 8. AS 29.45.660(a) is amended to read:

(a) I f  the borough levies [AND COLLECTS] only a sales tax and use tax, the 

assembly shall provide a notice substantially in the form set out in AS 29.45.020. In 

providing notice under this subsection, the assembly shall substitute for the millage 

equivalency its estimate o f the equivalent sales tax rate for each o f  the categories o f 

financial assistance set out in AS 29.45.020. Notice shall be provided

(1) by publishing in a new spaper o f general circulation in the borough 

a copy o f  the notice once each week for a period o f three successive weeks, with 

publication to occur not later than 45 days after the final adoption o f the borough's 

budget; or

(2) if  there is no newspaper o f  general circulation in the borough, by 

posting a copy o f  the notice for at least 20 days in at least two public places in the 

borough, with posting to occur not later titan 45 days after the final adoption o f  the 

borough's budget.

* Sec. 9. AS 29.45.670 is amended to read:

Sec. 29.45.670. R eferendum , adop tion , and  m odification. A new sales and 

use tax or an increase in the rate o f levy o f  a sales tax approved by ordinance does not 

take effect until ratified by a majority o f the voters at an election. A m unicipality  

mav no t re q u ire  th a t a new sales and use tax o r an increase in (lie ra te  o f levy of a 

sales tax  app roved  hv ord inance he ratified  ltv m ore than 50 percen t plus one of 

the vo ters voting on the issue.

* Sec. 10. AS 29.45.700 is repealed and reenacted to read:

Sec. 29.45.700. Pow er of levy. A city may levy a sales and use tax in the

-3-
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manner provided for boroughs under AS 29.45.650.

* Sec. 11. AS 29.45.750(b) is amended to read:

(b) A municipality that levies [AND COLLECTS] a sales tax on mobile 

telecommunications services shall do so in accordance w ith the provisions o f 4 U.S.C. 

116 -1 2 6  (Mobile Teleconun unications Sourcing Act).

* Sec. 12. AS 29.45.810(a) is amended to read:

(a) A party to a contract approved by the legislature as a result o f submission 

o f  a proposed contract developed under AS 43.82 or as a result o f acts by the 

legislature in implementing the purposes o f AS 43.82, and the property, gas, products, 

and activities associated with the approved qualified project that is subject to the 

contract, are exempt, as specified in the contract, from all taxes identified in the 

contract that would be levied [AND COLLECTED] by a m unicipality under state law 

as a consequence o f the participation by the party in the approved qualified project.

* Sec. 13. AS 43 is amended by adding a  new chapter to read:

C h ap te r 44. Sales and Use Tax.

Sec. 43.44.010. Levy o f sales and  use tax; tax  ra te , (a) A sales tax is levied 

on the sale, lease, or rental o f  tangible personal property and on the sale o f services.

(b) A use tax is levied on the privilege o f using in the state tangible personal 

property or services. The use tax is not levied if the sales tax levied in (a) o f this 

section has been paid.

(c) The rate o f the sales tax is four percent o f the sales price. The rate o f the 

use tax is four percent o f the purchase price.

Sec. 43.44.020. E xem ptions. The tax levied under AS 43.44.010 does not 

apply to

(1) tangible personal property or services that are

(A) explicitly exempted from taxation under another provision

o f  state law; or

(B) exem pt from taxation under federal law, including sales to

the federal government, and purchases made with

(i) food coupons, food stamps, or other types o f 

certificates issued under 7 U.S.C. 2011 - 2036 (fo o d  Stamp Program);

-4 .
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and

(ii) food instruments, food vouchers, or other types o f 

certificates issued under 42 U.S.C. 1786 (Special Supplemental 

Nutrition Program for Women, Infants, and Children);

(2) medical care, including

(A) health care services provided by a person licensed or

certified to provide those sendees under AS 08 or a "health care facility" as

that term is defined in AS OS.68.395(g);

(B) drugs, durable medical equipment, mobility enhancing

equipment, and prosthetic devices obtained on prescription from a person

licensed to prescribe those goods under AS 08 or from a health care facility, as 

that term is defined in AS 08.68.395(g);

(3) isolated or occasional sales, leases, or rentals o f tangible personal 

property or sales o f  services by a person who is not regularly engaged in the business 

o f  selling, leasing, or renting similar personal property or services;

(4) sales, leases, or rentals o f tangible personal property and sales o f 

sendees by or to the state or a political subdivision o f  the state;

(5) the sale o f  natural gas, water, electricity, steam, or refuse and 

garbage collection service.

Sec. 43.44.030. Collection of sales and use tax. (a) A seller shall add the 

amount o f  the sales tax levied by this chapter and the amount o f  any municipal sales 

tax levied under AS 29.45 to the sales price o f personal property or services subject to 

the tax. The tax shall be stated separately on any receipt, invoice, or other record o f 

the transaction.

(b) A seller shall collect the sales tax levied by this chapter and any municipal 

sales tax levied under AS 29.45 from the buyer and remit the lax collected to the 

department not later than 30 days following the last day o f  the month in which the tax 

was collected.

(c) A seller remitting the sales tax collected under this chapter to the 

department within 30 days following the last day o f  the month in which the tax was 

collected may retain one percent o f the amount collected to cover expenses associated

-5-
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with collecting and remitting the tax.

(d) To the fullest extent permitted under the Constitution o f  the U nited States, 

a person whose sales are not subject to the sales tax is required to collect the use tax 

from the purchaser and pay the tax collected to the department.

Sec. 43.44.040. Payment of use tax. A user subject to the use tax shall remit 

the tax levied under this chapter and any municipal use tax levied under AS 29.45 to 

the department not later than 30 days following the last day o f the month in which the 

taxable use occurs.

Sec. 43.44.050. A ccounting. The departm ent shall deposit the proceeds o f  the 

tax levied under this chapter in the general fund o f the state and remit the proceeds o f 

any municipal sales and use tax collected under AS 43.44.030(b) and 43.44.040 to the 

municipality levying the tax.

Sec. 43.44.060. Relationship to m unicipal levies, (a) A municipality may 

not levy a sales and use tax except as provided in AS 04.21.010(c), AS 29.45.650, or 

29.45.700. The department shall collect sales and use taxes levied under 

AS 29.45.650 or 29.45.700. A municipality m ay not collect a sales and use tax levied 

under AS 29.45.650 or 29.45.700.

(b) From the total combined state and m unicipal sales and use taxes collected 

within the boundaries o f a municipality, the departm ent shall remit to the municipality 

the amount described under this subsection. If  the rate o f  a sales and use tax levied by 

a municipality is

(1) less than three percent, the departm ent shall remit the amount o f 

the tax levied by the municipality;

(2) at least three percent but less than four percent, the department 

shall remit the am ount that would have been collected in the municipality' if  the sales 

and use tax levy had been four percent;

(3) at least four percent but less than five percent, the department shall 

remit the am ount that would have been collected in the municipality if  the sales and 

use tax levy had been five percent;

(4) five percent or more, the departm ent shall round up to the next 

whole number and remit the amount that would have been collected in the
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municipality if the sales and use tax levy had been that whole number; for example, if 

a municipality levied a sales and use tax at the rate o f five percent, the department 

shall remit the amount that would have been collected under a six percent levy.

Sec. 43.44.070. C om putation o f tax. (a) The taxes levied under this chapter 

may be computed on an item or an invoice basis.

(b) The tax computation shall be

(1) carried to the third decimal place;

(2) rounded to a whole cent using a method that rounds up to the next 

cent whenever the third decimal place is greater than four; and

(3) made according to a rounding algorithm prescribed by the

department.

Sec. 43.44.080. Tax cred it fo r sales o r use tax paid  to an o th e r state, (a) A 

buyer liable for use tax on tangible personal property or services is entitled to a full 

credit for the amount of sales or use tax paid on the tangible personal property or 

services to another state.

(b) The credit shall be applied first against the amount o f use tax levied under 

this chapter. Any unused portion o f the credit shall then be applied against the amount 

o f use tax levied by a municipality under AS 29.45.650 or 29.45.700.

See. 43.44.090. L iability for tax . (a) Except as provided in (d) and (e) of this 

section, a seller is liable for the sales tax on tangible personal property or sendees sold 

by the seller.

(b) A buyer is secondarily liable for the tax on tangible personal property or 

services sold to the buyer.

(c) A user is liable for the use tax.

(d) A seller that receives and accepts in good faith from a buyer a prescription 

for tangible personal property or services exempt from the tax under AS 43.44.020 is 

not liable for the sales tax on the tangible personal property or services prescribed.

(e) A seller that receives and accepts in good faith from a buyer a copy o f the 

buyer's direct payment permit is not liable for the sales tax on the tangible personal 

property or sendees sold, leased, or rented to the buyer.

See. 43.44.100. R eg istration . A seller shall register with the department
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2

before making a sale, lease, or rental o f tangible personal property or a sale o f  services 

that is taxable under tliis chapter.

Sec. 43.44.110. D irect pay  perm it, (a) The departm ent may issue a direct 

pay permit allowing the permit holder to purchase, lease, or rent taxable goods and 

sendees without payment o f tax to the seller at the time oi purchase.

(b) The holder o f  a direct pay perm it shall determine the tax due under this

chapter, and report and pay the tax directly to the department on a form and in a

format prescribed by the department.

Sec. 43.44.199. D efinitions. In this chapter,

(1) "lease or rental" means any transfer o f possession or control o f 

tangible personal property for a fixed or indeterminate term for consideration; a lease 

or rental may include future options to purchase or extend; lease or rental

(A) docs not include

(i) a transfer o f  possession or control o f  property under 

a security agreement or deferred payment plan that requires the transfer 

o f title upon com pletion o f  the required payments;

(ii) a transfer o f  possession or control o f  property under 

an agreement that requires the transfer o f  title upon completion of

required payments if paym ent of an option price does not exceed the

greater o f  Si 00 or one percent o f the total required payments; or

(iii) providing tangible personal property along with an 

operator for a fixed or indeterminate period o f  time; a condition o f this 

exclusion is that the operator is necessary for the equipment to perform 

as designed; for the purpose o f this sub-subparagraph, an operator must 

do more than maintain, inspect, or set up the tangible personal property;

(B) includes agreements covering motor vehicles and trailers 

where the amount o f  consideration may be increased or decreased by reference 

to the amount realized upon sale or disposition o f  the property as defined in 26 

U.S.C. 7701(h)(1); this definition shall be used for sales and use tax purposes 

regardless if  a transaction is characterized as a lease or rental under generally 

accepted accounting principles, the Internal Revenue Code, AS 45.29, or other
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provisions o f federal, state, or local law; this definition shall be applied only 

prospectively from the date o f adoption and may not have a retroactive effect 

on existing leases or rentals;

(2) "purchase price" applies to the measure subject to use tax and has 

the same meaning as sales price;

(3) "sales price"

(A) applies to the measure subject to sales tax and means the 

total amr.unt o f  consideration, including cash, credit, property, and services, for 

which personal property or sendees are sold, leased, or rented, valued in 

money, whether received in money j r  otherwise, without any deduction for the 

following:

(i) the seller's cost o f  the property sold;

(ii) the cost o f  materials used, labor or service cost, 

interest, losses, all costs o f transportation to the seller, all taxes 

imposed on the seller, and any other expense o f the seller;

(iii) charges by the seller for any services necessary to 

complete the sale, rental, or lease, other than deliver}' and installation 

charges;

(iv) delivery charges;

(v) installation charges;

(vi) the value o f  exempt personal property given to the 

purchaser where taxable and exempt personal property have been 

bundled together and sold, leased, or rented by the seller as a single 

product or piece o f merchandise; and

(vii) credit for any trade-in;

(B) does not include

(i) discounts, including cash, term, or coupons that are 

not reimbursed by a third party that arc allowed by a seller and taken by 

a purchaser on a sale;

(ii) interest, financing, and carrying charges from credit 

extended on the sale o f personal property or services if  the amount is

23-LS1051\S
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separately stated on the invoice, bill o f  sale, or similar document given 

to the purchaser; and

(iii) taxes legally imposed directly on a consum er that 

are separately stated on the invoice, bill o f sale, or similar document 

given to the purchaser;

(4) "seller" means a person making sales, leases, or rentals o f  tangible 

personal property or services;

(5) "tangible personal property" means personal property that can be 

seen, weighed, measured, felt, or touched, or that is in any other manner perceptible to 

the senses; "tangible personal property" includes electricity, water, gas, steam, and 

prewritten com puter software.

* Sec. 14. AS 43.56.030 is amended to read:

See. 43.56.030. In  place of o th e r taxes. Except for those taxes imposed 

under AS 43.55, the taxes levied or authorized under AS 43.56.010(b) aie in place o f

(1) all other ad valorem taxes or other taxes imposed by a municipality 

on property subject to tax under this chapter or exempted from taxation by 

AS 43.56.020; and

(2) all other taxes imposed by a municipality on or with respect to the 

property subject to tax under this chapter or exempted from taxation by AS 43.56.020, 

including, but not limited to,

(A) taxes on the retail sale or use o f the property except for the 

retail sales tax levied under AS 29.45.650 o r 29.45.700 on the first S i ,000 o f 

each sale;

(B) taxes on the sale or use o f  gas or unrefined oil;

(C) taxes on the sale or use o f  sendees used in or associated 

with the property or in its maintenance or operation except for the sales tax 

levied u n d e r AS 29.45.65fi o r 29.45.700 on the first S I,000 o f each sale;

(D) taxes on or measured by gross or net income from the 

property, including income from the explo-ation for, production of, or pipeline 

transportation o f gas or unrefined oil or property; and

(E) any license, excise, fee, charge or other tax on or pertaining

- 10-
New Tl-xc U n d e r l i n e d  [ DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11
12
13

14

15

16

17

IS

19

20

21
22
23

24

25

26

27

28

23-LS1051\S

to the property or services.

* Sec. 15. Section 4, ch. 100, SLA 2002, as amended by sec. 9, ch. 117, SLA 2003, is 

repealed and reenacted to read:

Sec. 4. AS 29.45.650(a) is amended to read:

(a) A [EXCEPT AS PROVIDED IN AS 29.45.750, A] borough may levy a 

sales and use tax. If  a borough levies a sales and use tax, it must conform exactly to 

the statewide sales and use tax levied and collected under AS 43.44, except that the 

municipal sales and use tax may be levied at any rate.

* Sec. 16. The mcodified law o f the State o f  A laska is amended by adding a new  section to 

read:

TRANSITION: REGULATIONS. The Department o f Revenue may proceed to adopt 

regulations necessary to implement the provisions o f this Act. The regulations take effect 

under AS 44.62 (Administrative Procedure Act), but not before the effective date o f the 

provision being implemented.

* See. 17. The uncodified law o f  the State o f  A laska is amended by adding a new section to 

read:

TRANSITION PROVISIONS, (a) A municipal sales and use tax rate ratified before 

the effective date o f  the amendments to AS 29.45.650 and 29.45.700 made in this Act remains 

in effect despite the amendments to AS 29.45 made by this Act. To the extent the provisions 

o f a municipal ordinance are inconsistent with the provisions o f  this Act, the provisions o f the 

municipal ordinance are superseded by this Act.

(b) A specific sales and use tax levied by a municipality that was in effect before the 

effective date o f  the statewide sales and use tax levied in this Act and that applies only to one 

group o f products or services, including bed taxes and alcohol taxes, may continue in effect, 

notwithstanding the provisions o f  this Act, subject to the provisions o f  AS 29.45 as they 

existed im mediately before the effective date o f this Act.

* See. 18. Section 16 o f this A ct takes effect immediately under AS 01.10.070(c).

* Sec. 19. Except as provided in sec. IS o f  this Act, this Act takes effect July 1, 2005.
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A new formula in statute to determine the amount annually appropriated from the fund 
and the amount appropriated for dividends and education.

Annually, in regular session, the legislature shall determine what portion o f  the 
5% o f M arket Value o f  the Permanent Fund will be appropriated to the General 
Fund.

From the above appropriation, the legislature shall appropriate an amount to the
Dividend Fund o f  no less th a n  % and no more th a n  % o f the maximum
amount allowed for appropriation from the Permanent Fund by the Alaska 
Constitution. Any remainder shall be reserved to first fund education and then to 
replenish the Constitutional Budget Preserve.

No appropriation o f  any kind can be made from the Permanent Fund to the 
General Fund if  that appropriation would draw down the actual inflation adjusted 
principal o f  the fund below th : amount as calculated in this section.

a) For the first year, start with the actual inflation adjusted principal o f  the 
fund as o f  June 30, 2003;

b) Add the royally paym ents deposited in the Permanent Fund between that 
date and June 30,2004.

c) Add an amount equal to the average increase in the Consumer Price Index 
for all urban consumers for the Anchorage metropolitan area compiled by 
the Bureau o f  Labor for the previous five full calendar years prior to June 
30, 2004.

The amount shall be annually recalculated by adding royalty payments deposited 
into the Permanent Fund during the preceding fiscal year and the new amount 
calculated using the formula in subpaiagraph (c), above.

This Act shall become effective only if  a “percent o f  market value” amendment is 
approved in the 2004 general election and then shall be effective 90 days after such 
ratification.
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3/16/04

SEN ATE BILL NO.

IN THE LEGISLATURE OF THE STATE OF A LA SK A 

TW ENTY-THIRD LEGISLATURE - SECOND SESSION

BY

In t ro d u c e d :
R e fe r red :

A  BILL  

FOR AN ACT ENTITLED  

"An A ct relating to the income of and appropriations from the Alaska permanent fund 

under art. IX, sec. 15(b), Constitution o f the State o f A laska, and m aking conforming 

amendments; and providing for an effective date."

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

* Section 1. AS 09.20.050(b) is amended to read:

(b) The ju ry  list shall oe based o r  a list prepared by the Department of 

Revenue o f all persons who filed an application for a [DISTRIBUTION OF 

ALASKA] permanent fund d iv idend [INCOME] under AS 43.23 during the current 

calendar year that shows an A laska [ALASKAN] address, and o f  all persons who 

volunteer for ju ry  duty under (d) o f  this section. If  considered necessary by the 

administrative director o f  the A laska Court System, the jury  list shall incorporate a list 

prepared by the Department o f  Administration o f all persons who hold a valid Alaska 

driver's license. The departments shall submit their respective lists to the Alaska 

Court System not later than Septem ber 30 o f  each year. To the extent that it is

1 Tj/oz| t o u t e d  b  ^
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available, the departments shall include on tire lists they subm it the following 

information for each person: first name, middle initial, and last nam e; mailing address, 

including the zip code- and birth date. The lists shall be recorded on magnetic tape 

compatible with A laska Court System data processing equipment.

* Sec. 2. AS 24.20.206 is amended to read:

Sec. 24.20.206. D uties. The Legislative Budget and A udit Committee shall

(1) [REPEALED

(2)] annually review  the long-range operating plans o f  all agencies o f 

the state that perform lending or investment functions;

(2) [(3)] review  periodic reports from all agencies o f the state that 

perform lending or investm ent functions;

(3) [(4)] prepare a complete report o f  investm ent programs, plans, 

performance, and policies o f  all agencies o f  the state that perform lending or 

invesunent functions and notify the legislature w ithin 30 days after the convening o f 

each regular session that the report is available;

[4} [(5)] in conjunction with the finance com m ittee o f each house* 

recommend annually to the legislature the investment policy for the general fund 

surplus and for the [INCOM E FROM  THE] perm anent fund;

(5) [(6)] provide for an annual post audit and annual operational and 

performance evaluation o f the Alaska Pennanent Fund Corporation investments and 

investment programs;

(6) [(7)] provide for an annual operational and performance evaluation 

o f  the Alaska Housing Finance Corporation and the A laska Industrial Development 

and Export Authority; the perform ance evaluation m ust include, but is not limited to, a 

comparison o f the effect on various sectors o f  the econom y by public and private 

lending, the effect on resident and nonresident em ployment, the effect on real wages, 

and the effect on state and local operating and capital budgets o f  the programs o f the 

Alaska Housing Finance Corporation and the A laska Industrial Development and 

Export Authority;

(7) [(8)] provide assistance to the trustees o f  the tm st established in 

AS 37.14.400 - 37.14.450 in carrying out their duties under AS 37.14.415.
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* See. 3. AS 37.13 is amended by adding a new section to read:

Sec. 37.13.143. A p prop ria tions from  the fund, (a) The total amount 

available for appropriation from the fund for a current fiscal year is first determined 

under art. IX, sec. 15(b), Constitution o f the State o f  Alaska. However, that amount 

shall be further reduced as necessary so that after the appropriations are made for that 

current fiscal year, the minimum balance o f  the fund shall equal the sum o f the 

following:

(1) the total o f all am ounts deposited into the fund under

AS 37.13.010;

(2) the total o f all amounts appropriated or otherwise transferred to the 

fund under form er AS 37.13.145(c);

(3) the total o f  all amounts appropriated to the fund, other than 

amounts appropriated under former AS 37.13.145(c);

(4) the total o f  all amounts to offset the effect o f inflation on the fund, 

as calculated under (b) o f this section, for each o f  the fiscal years beginning with fiscal 

year 2005 through the fiscal year that im mediately preceded the current fiscal year.

(b) On the last day o f  each fiscal year, the corporation shall calculate the 

amount to offset the effect o f inflation on the fund for that fiscal year by

(1) computing the average o f  the monthly Consumer Price Index for all 

urban consumers for the Anchorage m etropolitan area compiled by the United States 

Department o f Labor, Bureau o f  Labor Statistics, for the first five full calendar years 

immediately preceding the last day o f  that fiscal year;

(2) computing the average percentage change between each o f the 

calendar year averages determined under (1) o f this subsection; and

(3) applying the rate determ ined under (2) o f this subsection to the 

minimum balance o f the fund calculated under (a) o f this section.

(c) Appropriations by the legislature under this section for a current fiscal year 

may include an appropriation to the dividend fund established under AS 43.23.045.

* Sec. 4. AS 37.13 is amended by adding a new section to read:

Sec. 37.13.148. M arket value o f the fund . For the purposes o f  art. IX, sec. 

15(b). Constitution o f the State o f Alaska, the corporation shall determine the market

-3-
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value o f  the fund annually as o f  the close o f  business on June 30 in accordance with 

generally accepted accounting principles for the determination o f  fair value.

* Sec. 5. AS 37.13.150 is amended to read:

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

investments must 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 OF THE CORPORATION'S ANN U AL OPERATING 

BUDG ET DOES NOT LAPSE A T THE END OF THE FISCAL Y EAR BUT SHALL 

BE TREATED AS INCOME U ND ER AS 37.13.140.]

* Sec. 6. AS 37.14.031(c) is amended to read.

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

Fund CoqDoration annually  as o f  th e  last dav o f the  fiscal y e a r  in accordance w ith 

genera lly  accepted accounting  p rincip les [IN TF1E SAM E M ANNER THE 

CORPORATION DETERMINES THE NET INCOME OF THE ALASKA 

PERM ANENT FUND U N D E? AS 37.13.140].

* Sec. 7. AS 43.23.025(a) is amended fo read:

(a) By October 1 o f  each year, the com missioner shall determ ine the value o f 

each permanent fund dividend for that year by

(1) determining the total am ount availab11 for dividend payments,

which equals

(A) the amount o f m oney a p p ro p ria ted  from  [INCOME OF] 

the Alaska permanent fund [TRANSFERRED] to the dividend fund under 

AS 37.13.143 [AS 37.13.145(b)] during the current year;

(B) plus the unexpended and unobligated balances o f prior 

fiscal year appropriations that lapse into the dividend fund rnder 

AS 43.23.045(d);

(C) less the amount necessary to pay prior year dividends from 

the diviaend fund in the current year under AS 43.23.o35(h) and under 

AS 43.23.055(3) and (7);

(D) less the amount necessary to pay dividends from the 

dividend fund due to eligible applicants who. as determined by the department,

-4-
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filed for a previous year's dividend by the filing deadline but who were not 

included in a previous year's dividend computation;

(E) less appropriations from the dividend fund during the 

current year, including amounts to pay costs o f  adm inistering the dividend 

program and the hold harmless provisions o f  AS 43.23.075;

(2) determining the number o f  individuals eligible to receive a 

dividend payment for the current year and the num ber o f  estates and successors 

eligible to receive a dividend payment for the current year under AS 43.23.005(h); and

(3) dividing the amount determined under (1) o f this subsection by the 

amount determined under (2) o f this subsection.

* Sec. 8. AS 43.23.02S(a) is amended to read:

(a) By October 1 o f  each year, the com missioner shall give public notice o f  

the value o f each pennanent fund dividend for that year and notice o f  the information 

required to be disclosed under (3) o f this subsection. In addition, the stub attached to 

each individual dividend check and direct deposit advice must

(1) disclose the amount o f each dividend attributable to [INCOME 

EARNED BY THE PERM ANENT FUND FROM] deposits to that fund required 

under art. IX, sec. 15, Constitution o f the State o f Alaska;

(2) disclose the amount o f each dividend attributable to [INCOME 

EARNED BY THE PERM ANENT FUND FROM] appropriations to that fund and 

the am oun t of each dividend a ttr ib u tab le  to [FROM ] am ounts added to that fund 

before Ja n u a ry  1, 2005, to offset the effects o f inflation;

(3) disclose the amount by which each dividend has been reduced due 

to each appropriation from the dividend fund, including amounts to  pay the costs o f  

administering the dividend program and the hold harm less provisions o f  

AS 43.23.075;

(4) include a statement that an individual is not eligible for a dividend

when

(A) during the qualifying year, the individual was convicted o f

a felony;

(B) during all or part o f  the qualifying year, the individual was
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incarcerated as a result o f the conviction o f  a

(i) felony; or

(ii) m isdem eanor if  the individual has been convicted o f 

a prior felony or two or more prior misdemeanors;

(5) include a statement that the legislative purpose for making 

individuals listed under (4) o f  this subsection ineligible is to

(A) obtain reim bursem ent for some o f the costs imposed on the 

state criminal justice system related to incarceration or probation o f  those 

individuals;

(B) provide funds for sendees for and paym ents to crime 

victims and for grants for the operation o f  domestic violence and sexual assault 

programs;

(6) disclose the total am ount that would have been paid during the 

previous fiscal year to individuals who w ere ineligible to receive dividends under 

AS 43.23.005(d) if  they had been eligible;

(7) disclose the total am ount appropriated for the current fiscal year 

under (b) o f  this section for each o f  the funds and agencies listed in (b) o f  this section.

* Sec. 9. AS 37.13.140, 37.13.145; and AS 37.13.300(c) are repealed.

* See. 10. 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. This Act takes effect only if  an amendment to art. IX, sec. 

15, Constitution o f  the State o f  Alaska, relating to and limiting appropriations from the Alaska 

permanent fund based on an averaged percent o f  the fund market value, is approved by the 

voters during the 2004 general election and takes effect.

* See. 11. I f  this Act takes effect under sec. 10 o f  this Act, it takes effect on January 1, 

2005.

L
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SENATE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BY T H E  S E N A T E  FIN A N C E  C O M M I T T E E  BY R E Q U E S T

In t ro d u c e d :
R efe r red :

A BILL 

FOR AN ACT ENTITLED  

"An Act relating to the levy and collection o f sales and use taxes, to the levy and 

collection o f municipal sales and use taxes, and to municipal sales and use taxes on 

alcoholic beverages; and providing for an effective date."

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

* Section 1. AS 04.21.010(c) is amended to read:

(c) A municipality may not impose taxes on alcoholic beverages except a

(1) property tax on alcoholic beverage inventories;

(2) sales and  use tax levied under AS 2(>.45.650 or 2 ().45.700 [TAX 

ON ALCOHOLIC BEVERAGE SALES IF SALES T.AXES ARE IMPOSED ON 

OTHER SALES W ITHIN THE MUNICIPALITY];

(3) sales tax on alcoholic beverage sales that was in effect before 

July 1, 1985 [; AND

(4) SALES AND USE T.AX ON ALCOHOLIC BEVERAGES IF THE 

SALE OF ALCOHOLIC BEVERAGES WITHIN THE MUNICIPALITY HAS

< 7
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BEEN PROHIBITED UNDER AS 04.11.491(a)(1), (4), OR (5)].

* Sec. 2. AS 29.05.210(b) is amended to read:

(b) The department shall provide assistance to each borough and unified 

municipality incorporated after December 31, 1985, in

(1) establishing the initial sales and use tax assessm ent [AND 

COLLECTION DEPARTMENT] if the borough or unified municipality has adopted a 

sales or use tax;

(2) determining the initial property tax assessment roll i f  the borough 

or unified municipality has adopted a property tax, including contracting for appraisals 

of property needed to complete the initial assessment.

* Sec. 3. AS 29.10.200(51) is amended to read:

(51) AS 29.45.650 [AS 29.45.650(c), .(d), (e), (f), (i), AND 0)] (sales

and use tax);

* Sec. 4. AS 29.10.200(52) is amended to read:

(52) AS 29.45.700 [AS 29.45.700(d) AND (e)] (sales and use tax);

* Sec. 5. AS 29.35.110(a) is amended to read:

(a) Borough revenues received through taxes levied [COLLECTED] on an 

areawide basis by the borough may be expended on general administrative costs and 

on areawide functions only. Borough revenues received through taxes levied 

[COLLECTED] on a nonareawide basis may be expended on general administrative 

costs and functions that render service only to the area outside all cities in the 

borough.

* Sec. 6. AS 29.35.170 is amended to read:

Sec. 29.35.170. Assessm ent and collection of taxes, (a) A borough shall 

assess [AND COLLECT] property [, SALES, AND USE] taxes and collect taxes, 

o ther than  sales and use taxes, that are levied in its boundaries, subject to AS 29.45.

(b) Taxes, o ther than sales and use taxes, levied by a city shall be collected 

by a borough and returned in full to the levying city. This subsection applies to home 

rule and general law municipalities.

* Sec. 7. AS 29.45.650 is repealed and reenacted to read:

Sec. 29.45.650. Sales and use tax. (a) Except as provided in AS 29.45.750, a

-2-
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borough may levy a sales and use tax. If  a borough levies a sales and use tax, it must 

conform exactly to the statewide sales and use tax levied and collected under 

AS 43.44, except that the municipal sales and use tax may be levied at any rate.

(b) The Department o f  Revenue shall collect a sales and use tax levied under 

this section and remit the proceeds to the municipality. The Department o f Revenue 

may use its administrative authority under AS 43.05 and its enforcement and 

collection authority under AS 43.10 to collect a sales and use tax levied under this 

section.

* Sec. 8. AS 29.45.660(a) is amended to read:

(a) I f  the borough levies [AND COLLECTS] only a sales tax and use tax, the 

assembly shall provide a notice substantially in the form set out in AS 29.45.020. In 

providing notice under this subsection, the assembly shall substitute for the millage 

equivalency its estimate o f the equiva’ent sales tax rate for each o f the categories of 

financial assistance set out in AS 29.45.020. Notice shall be provided

(1) by publishing in a newspaper o f general circulation in the borough 

a copy o f the notice once each week for a period of three successive weeks, with 

publication to occur not later than 45 days after the final adoption of the borough's 

budget; or

(2) if  there is no newspaper o f general circulation in the borough, by 

posting a copy o f the notice for at least 20 days in at least two public places in the 

borough, w ith posting to occur not later than 45 days after the final adoption o f the 

borough's budget.

* Sec. 9. AS 29.45.670 is amended to read:

Sec. 29.45.670. R eferendum , adop tion , and  m odification. A new sales and 

use tax or an increase in the rate o f  levy o f  a sales tax approved by ordinance does not 

take effect until ratified by a majority o f the voters at an election. A m unicipality 

mav not req u ire  tha t a new sales and use tax or an increase in the ra te  oi le w  (if a 

sales tax approved  bv o rd inance be ratified  hv m ore than 50 percent plus one (if 

the voters voting on the issue.

* Sec. 10. a S 29.45.700 is repealed and reenacted to read:

Sec. 29.45.700. l’ow er of levy. A city may levy a sales and use tax in the
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manner provided for boroughs under AS 29.45.650.

* Sec. 11. AS 29.45.750(b) is amended to read:

(b) A municipality that levies [AND COLLECTS] a sales tax on mobile 

telecommunications sendees shall do so in accordance with the provisions o f 4 U.S.C. 

116 - 126 (Mobile Telecommunications Sourcing Act).

* Sec. 12. AS 29.45.810(a) is amended to read:

(a) A party to a contract approved by the legislature as a result o f  submission 

o f  a proposed contract developed under AS 43.82 or as a result of acts by the 

legislature in implementing the purposes o f  AS 43.S2, and the property, gas, products, 

and activities associated with the approved qualified project that is subject to the 

contract, are exempt, as specified in the contract, from all taxes identified in the 

contract that would be levied [AND COLLECTED] by a m unicipality under state law 

as a consequence o f the participation by the party in the approved qualified project.

* Sec. 13. AS 43 is amended by adding a new chapter to read:

C h a p te r  44. Sales and  Use Tax.

Sec. 43.44.010. Levy of sales and  use tax; tax ra te , (a) A sales tax is levied 

on the sale, lease, or rental o f  tangible personal propeny and on the sale o f services.

(b) A use tax is levied on the privilege o f using in the state tangible personal 

property or services. The use tax is not levied if the sales tax levied in (a) o f this 

section has been paid.

(c) The rate o f the sales tax is four percent o f  the sales price. The rate of the 

use tax is four percent of the purchase price.

Sec. 43.44.020. E xem ptions. The tax levied under AS 43.44.010 does not 

apply to

(1) tangible personal property or services that are

(A) explicitly exempted from taxation under another provision

o f state law; or

(B) exem pt from taxation under federal law, including sales to

the federal government, and purchases made with

(i) food coupons, food stamps, or other types of 

certificates issued urn r 7 U.S.C. 2011 - 2036 (Food Stamp Program);
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and

(ii) food instruments, food vouchers, or other types of

certificates issued under 42 U.S.C. 1786 (Special Supplemental

Nutrition Program for Women, Infants, and Children);

(2) medical care, including

(A) health care sendees provided by a person licensed or 

certified to provide those sendees under AS 08 or a "health care facility'" as 

that term is defined in AS 08.68.395(g);

(B) drugs, durable medical equipment, mobility' enhancing 

equipment, and prosthetic devices obtained on prescription from a person 

licensed to prescribe those goods under AS 08 or from a health care facility, as 

that term is defined in AS 08.68.395(g);

(3) isolated or occasional sales, leases, or rentals o f  tangible personal 

property or sales o f sendees by a person who is not regularly engaged in the business 

o f  selling, leasing, or renting similar personal property or sendees;

(4) sales, leases, or rentals o f tangible personal property and sales o f 

sendees by or to the state or a political subdivision o f the state;

(5) the sale o f natural gas, water, electricity, steam, or refuse and 

garbage collection service.

See. 43.44.030. Collection of sales and use tax. (a) A seller shall add the 

amount o f the sales tax levied by this chapter and the amount o f  any municipal sales 

tax levied under AS 29.45 to the sales price of personal property or sendees subject to 

the tax. The tax shall be stated separately on any receipt, invoice, or other record of 

the transaction.

(b) A seller shall collect the sales tax levied by this chapter and any municipal 

sales tax levied under AS 29.45 from the buyer and remit the tax collected to the 

department not later than 30 days following the last day o f the month in which the tax 

was collected.

(c) A seller remitting the sales tax collected under this chapter to the 

department within 30 days following the last day o f  the month in which the tax was 

collected may retain one percent of the amoum collected to cover expenses associated

-5-
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with collecting and remitting the tax.

(d) To the fullest extent pennitted under the Constitution o f the United States, 

a peison whose sales are not subject to the sales tax is required to collect the use tax 

from the purchaser and pay the tax collected to the department.

Sec. 43.44.040. Paym ent of use tax. A  user subject to the use tax shall remit 

the tax levied under this chapter and any municipal use tax levied under AS 29.45 to 

the department not later than 30 days following the last day o f the month in which the 

taxable use occurs.

Sec. 43.44.050. Accounting. The departm ent shall deposit the proceeds o f the 

tax levied under this chapter in the general fund o f the state and remit the proceeds of 

any municipal sales and use tax collected under AS 43.44.030(b) and 43.44.040 to the 

municipality levying the tax.

See. 43.44.060. Relationship to m unicipal levies, (a) A municipality may 

not levy a sales and use tax except as provided in AS 04.21.010(c), AS 29.45.650, or 

29.45.700. The department shall collect sales and use taxes levied under 

AS 29.45.650 or 29.45.700. A municipality m ay not collect a sales and use tax levied 

under AS 29.45.650 or 29.45.700.

(b) From the total combined state and municipal sales and use taxes collected 

within the boundaries o f a municipality', the departm ent shall remit to the municipality 

the amount described under this subsection. If  the rate o f  a sales and use tax levied by 

a municipality is

(1) less than three percent, the departm ent shall remit the amount of 

the tax levied by the municipality;

(2) at least tliree percent but less than four percent, the department 

shall remit the amount that would have been collected in tire municipality if  the sales 

and use tax levy had been four percent;

(3) at least four percent but less than five percent, the department shall 

remit the am ount that would have been collected in the municipality if the sales and 

use tax levy had been five percent;

(4) five percent or more, the departm ent shall round up to the next 

whole number and remit the amount that would have been collected in the

-6-
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municipality if  the sales and use tax lev y had been that whole number; for example, if 

a municipality levied a sales and use tax at the rate o f five percent, the department 

shall remit the amount that would have been collected under a six percent levy.

Sec. 43.44.070. C om putation of tax. (a) 1 he taxes levied under this chapter 

may be computed on an item or an invoice basis.

(b) The tax computation shall be

(1) carried to the third decimal place;

(2) rounded to a whole cent using a method that rounds up to the next 

cent whenever the third decimal place is greater than four; and

(3) made according to a rounding algorithm prescribed by the

department.

Sec. 43.44.OSO. Tax cred it fo r sales or use tax paid to an o th e r s ta te , (a) A 

buyer liable for use tax on tangible personal property or sendees is entitled to a full 

credit for the amount o f sales or use tax paid on the tangible personal property or 

sendees to another state.

(b) The credit shall be applied first against the amount o f use tax le ied under 

this chapter. Any unused portion of the credit shall then be applied against the amount 

o f  use tax levied by a municipality under AS 29.45.650 or 29.45.700.

Sec. 43.44.090. Liability for tax. (a) Except as provided in (d) and (e) o f this 

section, a seller is liable for the sales tax on tangible personal property or sendees sold 

by the seller.

(b) A buyer is secondarily liable for the tax on tangible personal property or 

sendees sold to the buyer.

(c) A user is liable for the use lax.

(d) A seller that receives and accepts in good faith from a buyer a prescription 

for tangible personal property or services exempt from the tax under AS 43.44.020 is 

not .iable for the sales tax on the tangible personal property or sendees presetibed.

(e) A seller that receives and accepts in good faith from a buyer a copy of he 

buyer's direct payment permit is not liable for the sales tax on the tangible personal 

property or services sold, leased, or rented to the buyer.

Sec. 43.44.10(1. R egistration. A seller shall register with the department
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Ncw T e x t  U r .d f t l  i r i e d  [DELETED TEXT BRACKETED)



23-LS1051\S

2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28

29

30

31

before making a sale, lease, or rental of tangible personal property or a sale o f services 

that is taxable under this chapter.

Sec. 43.44.110. D irect pay perm it, (a) The department may issue a direct 

pay permit allowing the permit holder to purchase, lease, or rent taxable goods and 

services without payment o f tax to the seller at the time of purchase.

(b) The holder o f a direct pay permit shall determine the tax due under this 

chapter, and report and pay the tax directly to the department on a form and in a 

format prescribed by the department.

Sec. 43.44.199. Definitions. In this chapter,

(1) "lease or rental" means any transfer o f  possession or control of 

tangible personal property for a fixed or indeterminate term for consideration; a lease 

or rental may include future options to purchase extend; lease or rental

(A) does not include

(i) a transfer of possession or control o f  property under 

a security agreement or deferred payment plan that requires the transfer 

o f title upon completion o f  the required payments;

(ii) a transfer o f possession or control o f property under 

an agreement that requires the transfer o f title upon completion of 

required payments if  paym ent o f an option price does not exceed the 

greater o f  SI 00 or one percent o f the total required payments; or

(iii) providing tangible persona] property along with an 

operator for a fixed or indeterminate period o f  lime; a condition o f this 

exclusion is that the operator is necessary for the equipment to perform 

as designed; for the purpose o f this sub-subparagraph, an operator must 

do more than maintain, inspect, or set up the tangiole personal property;

(B) includes agreements covering motor vehicles and trailers 

where the amount of consideration may be increased or decreased by reference 

to the amount realized upon sale or disposition o f the property as defined in 26 

U.S.C. 7701(h)(1); this definition shall be used for sales and use lax purposes 

regardless if  a transaction is characterized as a lease or rental under generally 

accepted accounting principles, the Internal Revenue Code, AS 45.29. or other
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provisions o f federal, state, or local law; this definition shall be applied only 

prospectively from the date o f adoption and may not have a retroactive effect 

on existing leases or rentals;

(2) "purchase price" applies to the measure subject to use tax and has 

the same meaning as sales price;

(3) "sales price"

(A) applies to the measure subject to sales tax and means the 

total amount o f consideration, including cash, credit, property, and services, for 

which personal property or services are sold, leased, or rented, valued in 

money, whether received in money or otherwise, without any deduction for the 

following:

(i) the seller's cost o f the property sold;

(ii) the cost o f  materials used, labor or sendee cost, 

interest, losses, all costs o f  transportation to the seller, all taxes 

imposed on the seller, and any other expense o f the seller;

(iii) charges by the seller for any services necessary to 

complete the sale, rental, or lease, other than delive-y and installation 

charges;

(iv) delivery charges;

(v) installation charges;

(vi) the value o f exempt personal property given to the 

purchaser where taxable and exem pt personal property have been 

bundled together and sold, leased, or rented by the seller as a single 

product or piece o f merchandise; and

(vii) credit for any trade-in;

(B) does not include

(i) discounts, including cash, term, or coupons that are 

not reimbursed by a third party that are allowed by a seller and taken by 

a purchaser on a sale;

(ii) interest, financing, and carrying charges from credit 

extended on the sale o f personal property or services if  the amount is

23-LS1051\S
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separately stated on the invoice, bill o f  sale, or similar document given 

to the purchaser: and

(iii) taxes legally imposed directly on a consumer that 

are separately stated on the invoice, bill o f sale, or similar document 

given to the purchaser;

(4) "seller" means a person making sales, leases, or rentals o f tangible 

personal property or sendees;

5) "tangible personal property" means personal property that can be 

seen, eighed, measured, felt, or touched, or that is in any other manner perceptible to 

the senses; "tangible personal property" includes electricity, water, gas, steam, and 

prewritten computer software.

* Sec. 14. AS 43.56.030 is amended to read:

Sec. 43.56.030. In place of o th e r taxes. Except for those taxes imposed 

under AS 43.55, the taxes levied or authorized under AS 43.56.010(b) are in place of

(1) all other ad valorem taxes or other taxes imposed by a municipality 

on property subject to tax under this chapter or exempted from taxation by 

AS 43.56.020; and

(2) all other taxes imposed by a municipality on or with respect to the 

property subject to tax under this chapter or exempted from taxation by AS 43.56.020, 

including, but not limited to,

(A) taxes on the retail sale or use o f the property except for the 

retail sales tax levied under AS 29.45.650 o r 29.45.700 on the first 51,000 of 

each sale;

(B) taxes on the sale or use o f gas or unrefined oil;

(C, .es on the sale or use o f  sendees used in or associated 

with the property or in its maintenance or operation except for the sales ta“ 

levied un d er AS 29.45.650 or 29.45.70(1 on the first 51,000 o f each sale;

(D) taxes on or m easured by gross or net income from the 

property, including income from the exploration for, production of, or pipeline 

transportation o f gas or unrefined oil or property; and

(E) any license, excise, fee, charge or other tax on or pertaining

- 10 -
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to the property or services.

* Sec. 15. Section 4, ch. 100, SLA 2002, as amended by sec. 9, ch. 117, SLA 2003, is 

repealed and reenacted to read:

Sec. 4. AS 29.45.650(a) is amended to read:

(a) A [EXCEPT AS PROVIDED IN AS 29.45.750, A] borough may levy a 

sales and use tax. If a borough levies a sales and use tax. it must conform exactly to 

the statewide sales and use tax levied and collected under AS 43.44. except that the 

municipal sales and use tax may be levied at any rate.

* Sec. 16. The uncodified law o f the State o f  Alaska is amended by adding a new section to 

read:

TRANSITION: REGULATIONS. The Department o f 1 avenue may proceed to adopt 

regulations necessary to implement the provisions o f this Act. The regulations take effect 

under AS 44.62 (Administrative Procedure Act), but not before the elfective date of the 

provision bemg implemented.

* Sec. 17. The uncodified law o f the State o f  Alaska is amended by adding a new section to 

read:

TRANSITION PROVISIONS, (a) A municipal sales and use tax rate ratified before 

the effective date o f the amendments to AS 29.45.650 and 29.45.700 made in this Act remains 

in effect despite the amendments to AS 29.45 made by this Act. To the extent the provisions 

o f a municipal ordinance are inconsistent with the provisions o f this Act, the provisions of the 

municipal ordinance are superseded by this Act.

(b) A specific sales and use tax levied by a municipality that was in effect before the 

effective date o f  the statewide sales and use tax levied in this Act and that applies only to one 

group o f products or services, including bed taxes and alcohol taxes, may continue in effect, 

notwithstanding the provisions o f  this Act, subject to the provisions o f AS 29.45 as they 

existed immediately before the effective date o f  this Act.

* Sec. 18. Section 16 of this Act takes effect immediately under AS 01.10.070(c).

* Sec. 19. Except as provided in sec. 18 o f this Act, this Act takes effect July 1. 2005.
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LEGAL SERVICES

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

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OP ALASKA Slot* Capitol 
Juneau, Ala Jca 99801-1162 

Deliveries to: 129 itii St., Rm. 329

M E M O R A N D U M March 17,2004

SUBJECT; Sales and Use Taxes (Senate Bill No. 366)

TO: Senator Ben Stevens 
Attn: Phelan Straube

FROM: Kathryn L. Kurtz
Legislative Counsel

You have requested a sectional summary of the above-described bill.

As a preliminary matter, note that a sectional summary of a bill should not be considered 
an authoritative interpretation of the bill and the bill itself is the best statement of its 
contents. If you would like an interpretation of the bill as it m a y  apply ro a particular set 
of circumstances, please advise.

Section k  Conforming reference change to alcoholic beverage tax statute.

Section 2. Removes reference to collection of sales and use tax by municipalities to 
conform with changes made later in bill.

Section 3. Conforming reference change.

Section 4. Conforming reference change.

Section 5, Removes reference to collection of sales and use tax by municipaltti;s to 
conform with changes made later in bill.

Section 6. Removes authority of municipalities to collect sales and use taxes.

Section 7. Repeals and reenacts the statute authorizing boroughs to impose sales and use 
taxes. Permits boroughs to levy sales and use taxes only if the borough tax conforms 
exactly to the statewide sales and use tax, except in rate. Provides that the Department of 
Revenue will collect borough sales and use taxc?.

Section 8. Removes reference to collection of sales and use tax by boroughs.

Section 9. Prohibits municipalities from requiring more than a majority vote to impose a 
sales and use tax or increase the rate of levy of a sales and use tax.
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Senator Ben Stevens 
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Section 10. Repeals and reenucts the provision authorizing cities to impose sales and use 
taxes; authorizes cities to impose sales and use taxes in the manner provided for 
boroughs.

Section 11. Removes reference to collection of sales and use tax by municipalities.

Section 12. Removes reference to collection of sales and use tax by municipalities.

Section 13. Creates a new statewide sales and use tax at a rate of four percent. Provides 
exemptions for goods and services exempt under other provisions of law, medical care, 
isolate i or occasional sales, sales by or to the state or a political subdivision of the state, 
and the sale of certain utility services.

Requires sellers to state the tax separately on any record of the transaction, to 
collect the tax, and to remit the tax to the department; permits sellers that timely remit the 
tax to the department to retain one percent of the amount collected. Requires users 
subject to the use tax to remit the tax within one month of the date the use occurs.

Requires the department to remit the proceeds of municipal sales and use taxes to 
the municipalities, plus an additional amount if the municipal levy is not a round percent.

Permits computation of the tax on an item or invoice basis, and provides rules for 
computation.

Provides a use tax credit for sales taxes paid to another state.

Holds buyers, sellers, and users liable for the tax, with certain exceptions.

Requires sellers to register with the department before making a taxable sale. 

Provides for issuance to and use by buyers of direct pay permits.

Defines terms.

Section 14. Conforming reference change to oil and gas tax statute.

Section 15. Amends conditional amendment to AS 29.45.650(a) that has not yet taken 
effect.

Section 16. Authorizes the commissioner to adopt regulations nccessaiy to implement 
the tax.

Section 17. Transition provisions permitting continuance of pre-existing mjnicipal sales 
tax rates and specific sales and use taxes.
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Senator Ben Stevens 
March 17,2004

Section IS. Provides an immediate effective date for the provision authorizing the 
Department of Revenue to adopt regulatitns.

Section 19. Provides an effective date of July 1,2005, for the remainder of the bill.

KLK:med
04-306.mcd



Provided bu fe rttb r-S .S e v e rs

Comparison of State and Local Retail Sales Taxes 2003 
(January 2003)

Food Items [1) Stale Maximum Maximum
Taxable (T) Rate Local State/Local
Exempt (E) Rate [2] Rate [21

Alabama T 4 6 11
Alaska T — 7.00 [3] 7
Arizona E 5.6 3 8.6
Arkansas T 5.125 4.75 9.875
California E 6 2.5 8.5
Colorado E 2.9 5.0 0 7.9
Connecticut E 6 — 6
District of Columbia E 5.75 — 5.75
Flor:ia E 6 1.5 7.5
Georgia E 4 3 7
Hawaii T* 4 — 4
Idaho T* 5 3 8
Illinois T " 6.25 3 9.25
Indiana E 6 — 6
Iowa E 5 2 7
Kansas T* 5 ° 3 8.3
Kentucky E 6 — 6
Louisiana T**[4] 4 5.5 9.5
Maine E 5 — 5
Maryland E 5 — 5
Massachusetts E 5 — 5
Michigan E 6 — 6
Minnesota E 6.5 1 7.5
Mississippi T 7 0.25 7.25
Missouri T 4.225 4.125 8.35
Nebraska E 5.5 1.5 7
Nevada E 6.5 0.75 7.25
New Jersey E 6 6
New Mexico T 5 2.25 7.25
New York E 4 4.5 8.5
North Carolina E [4] 4.5 3 7.5
North Dakota E 5 2.5 7.5
Ohio E 5 2 7
Oklahoma T 4.5 5.35 9.85
Pennsylvania E 6 1 7
Rhode Island E 7 — 7
South Carolina T ” 5 2 7
South Dakota T* 4 2 6
Tennessee T 7 2.75 9.75
Texas E 6.25 2 8.25
Utah T 4.75 2.25 7
Vermont E 5 1 6
Virginia T " 3.5 1 4.5
Washington E 6.5 2.4 8.9
West Virginia T 6 — 6
Wisconsin E 5 0.6 5.6
Wyoming T* 4 2 6
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A p p e n d ix  B. S ta te  SaJes T ax  R ates 
as of January 1, 2003

S ta te /Ju risd ic tio n T ax  Rates

E xceptions

Food
P rescrip tion

D rugs
N o n -P resc rip tio n

D rugs
Alabam a 4 c S

Alaska N o n e
A rizona 5.6 S ✓
A rkansas 5.125 ✓
C aliforn ia (3) 7.25 (2) ✓
C olorado 2.9 ✓ ■/

C o n n ecticu t 6 ✓
D elaw are N one
Florida 6 ✓ ✓ ✓
G eorgia 4 ✓ ✓

Hawaii 4 ✓
Idaho 5 ✓
Illinois (2) 6.25 1% 1% 1%
Indiana 6 ✓ • /
Iowa 5 ✓
Kansas (6) 5.3 •/

K entucky 6 ✓ ■/

Louisiana 4 2%  (4)
M aine 5 ✓ ✓
M aryland 5 ✓ ✓ ✓
M assachusetts 5 ✓
M ichigan 6 ✓ ✓
M innesora 6.5 ✓ ✓ ✓
M ississippi 7 ✓
M issouri 4 .225 1.225 ✓
M ontana N one
N ebraska (7) 5.5 V ✓
N evada 6.5 V ✓
N ew  H am psh ire N one
N ew  Jersey 6 V ✓ ✓
N ew  M exico 5 ✓
N ew  York 4c * ✓ ■/

N o rth  C arolina 4.5  I ✓ (4)
N o rth  D ako ta 5 1 ✓ ✓
O h io 5 I ✓ ✓

O klahom a 4.5 ✓
O regon N one
Pennsylvania 6 1 ✓ ✓ ✓
R hode Island 7 | ✓ ✓ ✓
S outh  C aro lina 5 ✓
S outh  D ako ta 4 ✓
T ennessee | 7 6% ✓

Texas 1 6.25 | ^ ✓ ✓

N a t io n a l  C on fe re n c e  o f  Sta te  Legisla tures
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A p p en d ix  B. S ta te  Sales T ax  R ates 
as o f January 1, 2003 

(continued)

E xceptions

S ta te /Ju risd ic tio n T ax  Rates Food
P rescrip tio n

D rugs
N o n -P resc rip tio n

D rugs
U tah 4.75C ✓

V erm ont 5 ✓ ✓ ✓

V irginia 4 .5  (2) 4 .0%  (5/ ✓ ✓

W ashington 6.5 ✓ ✓

W est V irginia 6 ✓

W isconsin 5 ■/ ✓

W yom ing  (3) 4 ✓

D istric t o f  C olum bia 5.75 ■/ ✓ ✓

P uerto Rico Jewelry 5%
R oom  T ax  9%  

H otel w ith  C asino 11%
Key:
S  = Indicates exem pt from  tax, blank indicates subject to general sales tax rate.
N otes:
1. Som e states tax food, b u t allow an (incom e) tax credit to com pensate poor households. T hey  arc 

Idaho, Kansas, South  D akota and W yom ing.
2. Includes statew ide local tax o f  1.25%  in California and  1% in V irginia.
3. T ax rate  m ay be adjusted c nually, according to a form ula based on balances in the unappropriated  

general fund and  the school foundation  rund.
4. Food sales are subject to  local sales taxes. In Louisiana, food sales scheduled  to  be exem pt on July 1,

2003 .
5. Tax rate on food is scheduled to decrease to 3 .5%  on April 1, 2003 . S tatew ide local tax is included.
6. T ax rate is scheduled to decrease to  5 .2%  on Ju ly  1, 2003 .
7. Tax rate is scheduled to decrease to  5%  on O ct. 1, 2003.
Source: Compiled by the Federation ofTax Administrators from various sources, 2003. (For future updates, this 
information is available at www.taxadmin.org.)

N a t io n a l  Conference of Sta te  Legis la tu res

http://www.taxadmin.org


TAB LE 1

2002 M unic ipa lities : Class, Populations and Tax Types
jM un lc lp a llty Type of M un ic ipa lity Popula tion Property

Tax

Sales

Tax

Special

Tax

Adak Second Class City 316 No 3% No

Akhlok Second Class City 80 N o' No No

Aklak Second Class City 309 No NR NR

Akulan Second Class City 713 No No 1 % Raw Flsli Tax

Alakanuk Second Class Clly 652 No 4% No

Aleknaglk Second Class Clly 221 No 5% 5% Bed Tax

Aleutians East Borough Second Class Borough 2,697 No No 2% Raw Fish Tax

Allakaket Second Class City 97 No No No

Ambler Second Class Clly 309 No 3% No

Anaktuvuk Pass Second Class Clly 282 No* No No

Municipality ot Anchorage Unified Home Rule 260,283 Yes No ox Boil T» K car nt>niairi5% Tobacco dxMxuati(Hal)

Anderson Second Class Clly 513 No No 8% Utility Tax

Angoon Second Class Clly 572 No 3% 3% Bed Tax

Aniak Second Class Clly 572 No 2% No

Anvik Second Class Clly 104 No No No

Alka Second Class Clly 92 No NR NR

Atqasuk Second Class Clly 228 No- No No

Barrow First Class City 4,581 No’ No 3% Alcohol Tax

Bethel Second Class Clly 5,471 No 5% 3% Bed/5%/A!cohol/Fish/MVRT/5%Gamlng

Betties Second Class C lly 43 No No S.02/gal. Fuel Transfer Tar

Brevlg Mission Second Class Clly 276 No 3% No

Bristol Bay Borough Second Class Borough 1.258 Yes No 3% Raw Fish Tax; 655 Bed Tax

Buckland Second Class Cily 406 No 2% No

Chelornak Second Class C lly 394 No 2% No

Chevak Second Class Clly 765 No 3% No

Chignlk Socond Class Clly 79 No No 1%salmon lax/2% o lhersealood

Chuathbaluk Second Class City 119 No No No

Clarks Point Second Class Clly 75 No 5% No

Collman Cove Second Class Clly 199 No No No

Cold Bay Second Class Clly 68 No No P2/ail. Fuel Tax/S 01 gal Wharfage IpuBV. Dee tan

Cordova Home Rule C lly 2.454 Yes 6% 6% Bed Tax/6% Vehicle Rental Tax

Craig Flrsl Class City 1,397 Yes 5% 6% Liquor Tax/Raw fish lax

Dnerlng Second Class C ily 136 No 3% No

Della Junction Socond Class City 840 No No 40

Denali Borough Horne Rule Borough 2,039 No No Soy. Ta* S 051yd gravol-J 05 lorvcoalS. Bed Tax 7%
Dillingham Flrsl Class Clly 2.46C Yes 6% 10% Bed Tax / 10% Lmuor 7a»'t>% Griming

Diomede Second Class Cily 146 No 3% No

Eagle Second Class Cily 129 Yes No No

Eek Socond Class Clly 280 NO 2% No

Egegik Second Class Cily 116 No No 1% Raw Fish Tax

Ekwok Second Class Cily 130 No No No

Ellm Second Class Clly 318 No 2% No

Emmonnk Second Class Clly 767 No 3% No

Fairbanks Home Rule C lly 30,224 Yes No B% Bed Tax/ 5% Alcohol Tax' B% Tobacco Tux

Fairbanks North Star Borougl Second Class Borough 82.840 Yes No B% Bed Tax

False Pass Second Class Clly 76 No 2% No

Fori Yukon Second Class Cily 595 No 351 No

Galena Flrsl Class Clly 675 No 3% 4o

Gambell Second Class Clly 649 No NR 4R

Golovin Second CI3SS Cily 144 NO No ■Jo

Goodnews Bay Second Class Clly 230 No NR NR

Grayling Second Class City 194 No NR NR

H alnos" Flrsl Class City 1.811 Yes 4% No

Haines Borough'* Third Class Borough 2,392 Yes 1.5% 4%, Bed Tax/4% Tout Tax

Holy Cross Second Class Cily 227 No No No

Homer Flrsl Class City 3.946 Yes 3.50% No

Nolo Municipal populations arc from Ihc State Revenue Storing Program 

'Indicates that City does not levy property In*. Put Borough in wh'Ch City is totaled clous

“  The City ol Haines and Ihu Haines Borough consolidated niter January 1, 2002, into o single Home Rule Government



T A B L E  1

2002 M unic ipa lities: Class, Popu la tions and Tax Types - con tinued
M unic ipa lity Typo o l M unic ipa lity P opulation Proporty

Tax

Sales

Tax

Special

Tax

Hoonah First Class Clly 860 Nn 5% No

Hooper Bay Second Class Clly 1,014 No NR NR

Houston Second Class City 1,202 Yes No No

Hughes Second Class City 78 No No No

Huslla Second Class City 293 No No No

Mydaburg Flrsl Class City 382 No 4% Nu

Juneau, Clly & Borough ol Unltied Home Rule 30,903 Yes 5% 7% Bed Tax' 3% Liquor Tax/ 6% Tobacco Tbx

Kachemak Second Class Cily 431 Yes No No

Kake First Class City 710 No 5% 1% Raw Fish Tax

Kaktovlk Second Class Clly 293 No* No No

Kaltag Second Class City 230 No No No

Kosaan Second Class City 39 No No No

Kenal Home Rule City 6,942 Yes 3% Nc

Konal Peninsula Borough Second Class Borough 49,691 Yes 2% No

Kelchlka" Home Rule Cily 7,922 Yes 3.50% 67° Bed Tax

Ketchikan Gateway Borough Second Class Borough 14,170 Yes 2% 4% Bed Tax

Kiana Second Class Clly 388 No 2% No

King Cove Flrsl Claes C lly 792 No 3% No

Kivalina Second Class Clly 377 No 2% No

Klawock Flrsl Class City 854 No 5.50% 6% Bed Tax

Kobuk Second Class Cily 109 No No No

Kodiak Home Rule Cily 6,334 Yes 6% 5% bed Tax

Kodiak Island Borough Second Class Borough 13.913 Yes No 9.25 mill Severance Tax.5% Bed Tax

Kotllk Second Class Clly 591 No 3% No

Kotzebue Second Class Cily 3,082 No 6% 6% Bed Taxr 6% Alcohol Tax

Koyuk Second Class C lly 297 No 2% No

Koyukuk Second Class C lly 101 No No No

Kupreanot Second Class City 23 No No No

Kwelhluk Second Class C lly 713 No 5% No

Lake & Peninsula Borough Home Rule Borough 1,823 No No 2% Row Fish Tax/Guide Fces/6% Bed Tax

Larsen Bay Second Class C ily 115 No* 3% Nn

Lower Kalskag Second Class C ily 267 No NR NR

Manokotak Second Class City 399 No 2% No

Marshall Second Class Cily 349 No 4% No

Matanuska-Susilna Borough Second Class Borough 59,322 Yes No 5% Bed Tax

McGrath Second Class City 401 No No No

Mokoryuk Second Class C ily 210 No 2% No

Metlakalla Federal Law 1,447 No No No

Mountain Village Second Class C lly 755 No •J07 J »t> No

Napaklak Second Class Clly 353 No 2% No

Napasklak Second Class C ily 390 No NR NR

Ntnana Home Rule C lly 486 Yes 4% No

New Sluyahok Second Class C ily 471 No No No

Newhalc.i Second Class City 160 No NR NR

Nighlrnulo Second Class City 208 No 2% No

Nikolai Second Class City 104 No No No

Nome First Class Cily 3,505 Yes 4% 4% Bed Tax

Nondalton Second Class C lly 221 No 3% No

Noorvlk Second Class C ily 634 No 3% No

North Pole Home Ru'e City 1,570 Yes 3% No

Norlh Slope Borough Home Rule Borough 9,430 Yes No No

Northwest Arctic Borough Homo Rule Borough 7,208 No No No

Nuiqsul Second Class City 433 No* NR NR

Note: Municipal populs' ins ore Irom the Slole Revenue Sharing Program 

• Indicates that Clly does nol levy property tart, but Borough In which Clly is located does



TA B LE 1

2002 M unic ipa lities: Class. Populations and Tax Types - con tinued
M unic ipa lity Type o l M unicipa lity P opulation Property

Tax

Sales

Tax

Special

Tax

Nulalo Second Class Clly 336 No No No

Nunam Iqua (Sheldon Point) Second Class Clly 201 No 2% No

Nunapllchuk Second Class Clly 466 No 2% No

Old Harbor Second Class Clly 237 N o' NR NR

Ouzinkie Home Rule Clly 225 No* 3% No
Palmer First Class City 4,533 Yes 3% No

Pelican Home Rule Cily 163 Yes 4% 10% Bed Tax

Petersburg Second Class Cily 3.224 Yes 6% 4% Bed Tax

Pilot Point Second Class Cily 100 No NR NR

Pilot Station Second Class Cily 550 No 4% No

Platinum Second Class Cily 41 No No No

Point Hope Second Class City 757 No’ NO No

Fort Alexander Second Class Clly 81 No 4% 6% Bed Tax

Port Heidert Second Class Cily 119 No No No

Port Lions Second Class Clly 256 No* No 5% Bed Tax

Quinhagak Second Class Clly 580 No 3% No

Ruby Second Class City 168 No No No

Russian Mission Second Class Cily 2<J6 No No No

SI. George First Class Clly 152 No NR NR

St. Mary's Second Class Clly 500 No 3% No

SI. Michael Second Class City 368 No 4% No

Saint Paul First Class City 532 No 3% 3% Raw Fish Tax

Sand Point Second Class Cily 952 No 3% 7% Bed Tax/2% Raw Fish Tax

Savoonga Second Class Cily 643 No NR NR

Saxman Second Class Clly 431 No’ NR NR

Scam non Bay Second Class Cily 465 No 2% No

Selav/ik First Class Clly 772 No NR NR

Seldovia Home Rule Clly 266 Yes 2%/4.5% No

Seward Second Class Cily 2,830 Yes 3% 4% Bed Tax

Shagcluk Second Class City 129 No No No

Shakloollk Second Class Cily 230 No NR NR

Shishmaret Second Class Cily 562 No 2% lio

Shurrgnak Second Class Clly 256 No 2% No

Sitka, Cily & Borough of Unified Home Rule 8,835 Yes 5% 6% Bed Tax/ S.02/gal Fuel Tax

Skagway Firsl Class Cily 862 Yes 4% 8% Bed Tax

Soldolna First Class Cily 3.759 Yes 3% No

Stebbins Second Class Cily 547 No 3% No

Tanana Flrsl Class Clly 308 No 2% No

Teller Second Class Cily 268 No 3% No

Tenakee Springs Second Class Clly 104 No 1% 6% Bed Tax

Thome Bay Second Class Clly 557 No 3% No

Togiak Second Class Clly 809 No 2% No

Toksook Bay Second Class City 532 No 2% No

Unatakleet Second C last City 747 No NR NR

Unnlaskn Firsl Class Clly 4.283 Yes 3% 2% Raw Fish Tax/ 5% Bed Tax

Upper Kalskag Second Class Cily 230 No No No

Valdez Home Rule Clly 4,336 Yes No 67. Bed Tax

Walnwrighl Second Class Clly 546 No’ No No

Wales Second Class Clly 152 No NR NR

Wasllla Flrsl Clh ,s Clly 5,4<-9 Yes 2% No

While Mountain Second Class City 203 No 1% No

Wnilber Second Class Clly 182 Yes 3% Fish Tax/Passenger Trans, Tax

Wrangell Home Rule Clly 2,308 Yes 7% 54 per night Bed Tax

Yakul.il, C lly & Borough ol Home Rulo Borough 608 Yes 4% 1% Row Fish Tax/4Y„ Bed & Car Renlal Tx

Nolu : Murncip.il p opu la tion s a . I r o n  Pin S ta te  R even ue  Sh a rin g  P rog ram
'Ind icates that C ily  d o e s  no t le v y  p roperty la» But B o roug h  in w tveh City is loca to r) d oes
B9 Municipalities (reporting) levy a General Sales Tar -  Rates range Irorn 1% to 7%

107 Municipalities (reporting) levy pit' • a General Sales T a x , Special Tax (bed lax. list) lax, otc.) or a combination o l the two 

39 Municipalities (cities & boroughs) levy i property lax
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J; -1 Services Staff Directory

Alaska Community Database 
Custom Data Queries

S la le  ol A laska > D C E D  > Com m uniiv Advocacy >  C om m unity D atabase Online > C u slom D ata Q ueries > Results

COMMUNITY PROPERTY
TAX

SALES
TAX

SPECIAL
TAXES

Adak None 3% $.02/gallon Fuel Transfer Tax

Afognak 9.25 mills 
(Borough) None

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)

Akhiok 9.25 mills 
(Borough) None

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)

Akiachak N/A No taxing 
authority N/A

Akiak None None None

Akutan None None 1% Raw Fish Tax (City); 2% 
Raw Fish Tax (Borough)

Alakanuk None 4% None

Alatna N/A No taxing 
authority N/A

Alcan Border N/A No taxing 
authority N/A

Aleknagik None 5% 5% Accommodations Tax

Aleneva 9.25 mills 
(Borough) None

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)

Aleutians East 
Borouyh None None 2% Raw Fish Tax

Allakaket None None None

Alpine 18.5 mills 
(Borough) None None

Ambler None 3% None

Anaktuvuk Pass 18.5 mills 
(Borough) None None

l
Anchor Point 6.5 mills 

(Borough) 2% (Borough) None

Anchorage
16.37 mills (avg. 

of 44 service 
areas)

None 8% Bed; 8% Rental Car; 15% 
Tobacco

Anderson None None

8% Utility Tax (City); 7% 
Accommodation Tax 

(Borough); Severance 
S.05/Yard (Borough)

Andreafsky None (St. Mary's) 3% (St. 
Mary's) None (St. Mary's)

P jC ?
t i a
D e p a r t m e n t  of
Community an 
Economic Devi

Quick Lin
i Local Governm i

t Local Boundary

' R ural Utility Bu;

i A laska C oastal

i Land M anaocm

■ Slate  Assessor/

I Floodplain Man

> V IS T A  P rogram

Division Grants

Small Business

O llico ol Fisheri

i Com m uniiv P et

i Alaska R egiona  
D eveloom enl O

Qflnteres
i A laska Econom  

Alaska Com mui 

R A P ID S  Capita'

Economic Deve  
Guide  

Publications 

Related Links 

, Local Govt nmi 

Calenda r ol Evt 

Funding Summi 

Com munity Fun

httpi/A vw w .dccd.slate.ak.us/dcu/com m db/C FLC U STM .cfm  3/18/2004
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Angoon None 3% 3% Accommodations Tax

Aniak None 2% None

Anvik None None None

Arctic Village N/A No taxing 
authority N/A

Atka None None 2% Raw Fish Tax; 10% 
Accommodations Tax

Atmautluak N/A No taxing 
authority N/A

Atqasuk 18.5 mills 
(Borough) None None

Attu Station N/A No taxing 
authority N/A

Barrow 18.5 mills 
(Borough) None

|
None

Bear Creek 6.5 mills 
(Borough) 2% (Borough) None

Beaver N/A No taxing 
authority N/A

Belkofski None None 2% Raw Fish Tax (Borough)

Beluga 6.5 mills 
(Borough) 2% (Borough) None

Bethel None 5%

5% Alcohol Tax; 3% 
Hotel/B&B Tax; 6% Gaming 

Te <; Fuel Tax; Vehicle 
Registration Tax

Betties None None S.02/Gallon Fuel Transfer Tax

Big Delta N/A No taxing 
authority N/A

Big Lake 11.483 mil's 
(Borough) None 5% Accommodations Tax 

(Borough)

Bill Moore's 
Slough N/A

I

No taxing 
authority N/A

Birch Creek N/A No taxing 
authority N/A

Brevig Mission None 00/ O /O None

Bristol Bay 
Borough 13.0 mills None

3% Raw Fish Tax; 10% 
Accommodations Tax May- 

Oct.

Buckland None 2% None

Buffalo
Soapstone

11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Butte 11.483 mills 
(Boroughi None 5% Accommodations Tax 

(Boroug.i)

Cantwell None None
7% Accommodations Tax; 

Severance Tax S.05/Yard (all 
Borough)

Central N/A No taxing 
authority N/A

| No taxing

hitp://w vvw .dced.state.ak.us/dca/com m db/C l7_C U STM .cfm 3/1 S/2004
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Chalkyitsik N/A j authority ! N/A |

Chase
Chefornak None 2% None

Chenega Bay N/A No taxing 
authority N/A

Chevak None 3% None

Chickaloon 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Chicken N/A No taxing 
authority N/A

Chignik None None
1% Salmon/2% Other Seafood 

Landing Tax (City); 2% Raw 
Fish Tax (Borough)

Chignik Lagoon None None
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

Chignik Lake None None
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

Chiniak 9.25 mills 
(Borough) None

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)

Chisana N/A No taxing 
authority N/A

Chistochina N/A No taxing 
authority N/A

Chitina N/A
__________________________

No taxing 
authority N/A

Chuathbaluk None None None

Chuloonawick N/A No taxing 
authority N/A

Circle N/A No taxing 
authority N/A

Central N/A No taxing 
authority N/A

Clam Gulch 6.5 mills 
(Borough) 2% (Borough) None

Clark's Point None 5% None

Coffman Cove None None None

Cohoe 6.5 mills 
(Borough) 2% (Borough) None

Cold Bay None None
$.04/gallon Fuel Transfer Tax; 
10% Accomodations Tax; 2% 

Raw Fish Tax (Borough)

Coldfoot N/A No taxing 
authority N/A

College 15.403 mills 
(Borough) None

8% Accommodations Tax 
(Borough); 5% Liquor Tax 

(Borough)

6.5 mills

Page 3 o f 16
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Cooper Landing (Borough) 2% (Borough) None

Copper Center N/A No taxing 
authority N/A

Coppervilie N/A No taxing 
authority N/A

Cordova 12.5 to 13.5 mills 6% 6% Accommodations Tax; 6% 
Car Rental Tax

Council N/A No taxing 
authority N/A

Covenant Life 6.56 mills 
(Jorough)

1.5%
(Borough) 4% Bed Tax (Borough)

Craig 6.0 mills 5% 6% Liquor Tax

Crooked Creek N/A No taxing 
authority N/A

Crown Point 6.5 mills 
(Borough) 2% (Borough) None

Cube Cove N/A No taxing 
authority N/A

Prudhoe Bay 18.5 mills 
(Borough) None None

Deering None 3% None

Delta Junction None None None

Deltana N/A No taxing 
authority N/A

Denali Borough None None 7% Accommodations Tax; 
Severance Tax S.05/Yard

Diamond Ridge 6.5 mills 
(Borough) 2% (Borough) None

Dillingham 11.0 mills 6%
10% Liquor Tax; 6% Gaming 
Tax; 10% Accommodations 

Tax
Diomede None 3% None

Dot Lake N/A No taxing 
authority N/A

Dot Lake Village N/A No taxing 
authority N/A

Douglas 11.47 mills 
(Borough) 5%

7% Accommodations Tax; 3% 
Liquor Tax; 6% Tobacco Tax 

(all Borough)

Dry Creek N/A No taxing 
authority N/A

Unalaska 11.78 mills 3% 5% Accommodations Tax; 2% 
Raw Fish Tax

Eagle None None None

Eagle Rivcr- 
Chugiak

17.17 mills 
(Borough) None 8% Bed; 8% Rental Car; 15% 

Tobacco (all Borough)

Eagle Village N/A No taxing 
authority N/A

Edna Bay N/A No taxing 
authority N/A
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Eek None 2% None

Egegik None None

2% Raw Fish Tax (City); 2% 
Raw Fish Tax (Borough); 6% 

Accommodations Tax 
(Borough)

Eielson AFB 15.403 mills 
(Borough) None

8% Accommodations Tax 
(Borough); 5% Liquor Tax 

(Borough)

Eklutna 17.17 mills 
(Borough) None 8% Bed; 8% Rental Car; 15% 

Tobacco (all Borough)

Ekuk N/A No taxing 
authority N/A

Ekwok None None None

Elfin Cove N/A No taxing 
authority N/A

. . . .  i
Elim I None 2% None
Emmonak None 3% Raw Fish Tax

Ester 15.403 mills 
(Borough) None

8% Accommodations Tax 
(Borough); 5% Liquor Tax 

(Borough)

Evansville N/A No taxing 
authority N/A

Excursion Inlet 6.56 mills 
(Borough)

1.5%
(Borough) None

Eyak 13.25 mills 
(Cordova)

None
(Cordova) None (Cordova)

Fairbanks
6.511 mills (City); 

15.403 mills 
(Borough)

None

10% Liquor (5% City/5% 
Borough); 8% Tobacco (City); 

8% Accommodations 
(Borough)

Fairbanks North 
Star Borough

15.403 mills (not 
including 122 
service areas)

None 8% Accommodations Tax; 5% 
Liquor Tax

False Pass None 2% 2% Raw Fish Tax (City); 2% 
Raw Fish Tax (Borough)

Farm Loop 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Ferry None None
7% Accommodations Tax; 

Severance Tax $.05/Yard (all 
Borough)

Fishhook 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Flat N/A No taxing 
authority N/A

Fo t Greely N/A No taxing 
authority N/A

Fort Yukon None 3% None

Four Mile Road N/A No taxing 
authority N/A

Fox
15.403 mills

None 8% Accommodations Tax 
(Borough); 5% Liquor Tax
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(Borough) (Borough)

Fox River 6.5 mills 
(Borough) 2% (Borough) None

Fritz Creek 6.5 mills 
(Borough) 2% (Borough) None

Funny River 6.5 mills 
(Borough) 2% (Borough) None

Gakona N/A No taxing 
authority N/A

Galena None 3% None

Gambell None 3% None

Game Creek N/A No taxing 
authority N/A

Gateway 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Georgetown N/A No taxing 
authority N/A

Girdwood 17.17 mills 
(Borough) None 8% Bed; 8% Rental Car; 15% 

Tobacco (all Borough)

Glacier View 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Glennallen N/A No taxing 
authority N/A

Golovin None None None

Goodnews Bay None None None

Grayling None None None

Gulkana N/A No taxing 
authority N/A

Gustavus N/a No taxing 
authority N/A

Haines 12.08 mills 
(Borough)

5.5%
(Borough) 4% Bed Tax (Borough)

Haines Borough 6.56 mills (12.08 
mills in Haines)

1.5% (5.5% in 
Haines) 4% Bed Tax

Halibut Cove 6.5 mills 
(Borough) 2% (Borough) None

Hamilton N/A No taxing 
authority N/A

Happy Valley 6.5 mills 
(Borough) 2% (Borough) None

Harding-Birch
Lakes

15.403 mills 
(Borough) None

8% Accommodatin '"' Tax 
(Borough); 5% Li j! Tax 

(Borough)

Healy None None
7% Accommodations Tax; 

Severance Tax $.05/Yard (all 
Borough)

Healy Lake N/A No taxing 
authority N/A

Hobart Bay N/A No taxing 
authority N/A
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Hollis N/A No taxing 
authority N/A

Holy Cross None None None

Homer
5.0 mills (City); 

6.5 mills 
(Borough)

3.5% (City); 
2% (Borough) None

Hoonah None 5% None
Hooper Bay None 4% None

Hope 6.5 mills 
(Borough) 2% (Borough) None

Houston
2.557 mills (City); 

11.483 mills 
(Borough)

2% 5% Accommodations Tax 
(Borough)

Hughes None None None
Huslia None None None
Hydaburg None 4% None

Hyder N/A No taxing 
authority N/A

Igiugig None None
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

lliamna None None
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

Ivanof Bay None None
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

Jakolof Bay 6.5 mills 
(Borough) 2% (Borough) None

Juneau 11.47 mills (3 
service areas) 5%

7% Bed; 3% Liquor; 6% 
Tobacco; $5/Marine 

Passenger

Kachemak 1.0 mill (City); 6.5 
mills (Borough) 2% (Borough) None

Kaguyak 9.25 mills 
(Borough) None

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)
Kake None 5% None

Kaktovik 18.5 mills 
(Borough) None None

Kalifornsky 6.5 mills 
(Borough) 2% (Borough) None

Kaltag None None None

Kanatak 9.25 mills 
(Borough) None

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)

Karluk 9.25 mills 
(Borough) None

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)
Kasaan None None None
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Kasigluk N/A No taxing 
authority N/A

Kasilof 6.5 mills 
(Borough) 2% (Borough) None

Kenai
5.0 mills (City); 

7.5 mills 
(Borough)

3% (City); 2% 
(Borough) None

Kenai Peninsula 
Borough

6.5 mills (15 
service areas) 2% None

Kenny Lake N/A No taxing 
authority N/A

Ketchikan
5.35 mills (City); 

8.0 mills 
(Borough)

3.5% (City); 
2% (Borough)

6% Accommodations Tax 
(City/Borough)

Ketchikan
Gateway
Borough

8.0 mills (10 
service areas) 2% 4% Accommodations Tax

Kiana None 2% None

King Cove None 3% 2% Raw Fish Tax (City); 2% 
Raw Fish Tax (Borough)

King Island N/A No taxing 
authority N/A

King Salmon 13.0 mills 
(Borough) None

3% Raw Fish Tax; 10% 
Accommodations Tax May- 

Oct. (all Borough)

Kipnuk N/A No taxing 
authcrity N/A

Kivalina None 2% None

Klawock None 5.5% None

Klukwan N/A No taxing 
authority N/A

Knik-Fairview 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Knik River 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Kobuk None None None

Kodiak
2.0 mills (City); 

9.25 mills 
(Borough)

6% (max. $30 
per 

transaction)

5% Accommodations Tax 
(City/Borough)

Kodiak Island 
Borough

9.25 mills (8 
service areas) None 5% Accommodations Tax; 

0.925% Severance Tax

Kodiak Station 9.25 mills 
(Borough) None

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)

Kokhanok None None
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

Koliganek N/A No taxing 
authority N/A

Kongiganak N/A No taxing 
authority N/A
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Kotlik None 3% None

Kotzebue None 6% 6% Accommodations Tax; 6% 
Liquor Tax

Koyuk None 2% None

Koyukuk None None None

Kupreanof None None None

Kwethluk None 5% None

Kwigiliirigok N/A No taxing 
authority N/A

Lake &
Peninsula
Borough

None None 2% Raw Fish Tax; 6% 
Accommodations Tax

Lake Louise 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Lake
Minchumina N/A No taxing 

authority N/A

Lakes 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Larsen Bay 9.25 mills 
(Borough) 3%

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)

Lazy Mountain 11.483 mills 
(Borough) None 5% Accommodation", Tax 

(Borough)

Levelock None None
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

Lime Village N/A No taxing 
authority N/A

Livengood N/A No taxing 
authority N/A

Lowell Point 6.5 mills 
(Borough) 2% (Borough) None

Lower Kalskag None None None

Lutak 6.56 mills 
(Borough)

1.5% 
(Borough) 4% Bed Tax (Borough)

Manley Hot 
Springs N/A No taxing 

authority N/A

Manokotak None 2% None

Marshall None 4% None

Mary's Igloo N/A No taxing 
authority N/A

Matanuska- 
Susitna Borough

11.483 mills (27 
service areas) None 5% Accommodations Tax

McCarthy N/A No taxing 
authority N/A

McGrath None None 10% Accomodations Tax

McKinley Park None None
7% Accommodations Tax; 

Severance Tax $.05/Yard (all 
Borough)

http ://w w w .dced.statc.ak.us/dca/com m db/C F_C U STM .cfm 3/18/2004

http://www.dced.statc.ak.us/dca/commdb/CF_CUSTM.cfm


A laska D ivision of C om m unity A dvocacy Page 10 o f 16

Meadow Lakes 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)
Mekoryuk None 2% None

Mendeltna N/A
•i

No taxing 
authority N/A

Mentasta Lake N/A No taxing 
authority N/A

Metlakatla N/A No taxing 
authority N/A

Meyers Chuck N/A No taxing 
authority N/A

Miller Landing 6.5 mills 
(Borough) 2% (Borough) None

ir- -----------------------
Minto N/A No taxing 

authority N/A

Moose Creek 15.403 mills 
(Borough) None

8% Accommodations Tax 
(Borough); 5% Liquor Tax 

(Borough)

Moose Pass 6.5 mills 
(Borough) 2% (Borough) None

Mosquito Lake 6.56 mills 
(Borough)

1.5%
(Borough) 4% Bed Tax (Borough)

Mountain Village None 3% None

Mud Bay 6.56 mills 
(Borough)

1.5%
(Borough) 4% Bed Tax (Borough)

Naknek 13.0 mills 
(Borough) None

3% Raw Fish Tax; 10% 
Accommodations Tax May- 

Oct. (all Borough)

Nanwalek 6.5 mills 
(Borough) 2% (Borough) None

Napaimute N/A No taxing 
authority N/A

Napakiak None 3% None
Napaskiak None None None

Naukati Bay N/A No taxing 
authority N/A

Nelchina N/A No taxing 
authority N/A

Nelson Lagoon None None 2% Raw Fish Tax (Borough)
Nenana 12.0 mills 4% None

New Allakaket N/A No taxing 
authority N/A

New Stuyahok None NJone None

Newhalen None 2%
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

Newtok N/A No taxing 
authority N/A

Nightmute None 2% None
~ ]

http://w w w .dccd.slate.ak.us/dcji/com m db/C F_C U STM .cfm 3/18/2004

http://www.dccd.slate.ak.us/dcji/commdb/CF_CUSTM.cfm


A laska D ivision of Com m unity A dvocacy

Nikiski 6.5 mills 
(Borough) 2% (Borough) None

Nikolaevsk 6.5 mills 
(Borough) 2% (Borough) None

Nikolai None None None

Nikolski N/A No taxing 
authority N/A

Ninilchik 6.5 mills 
(Borough) 2% (Borough) ' 1 'one

Noatak None None Nor =
Nome 13.0 mills 5% 4% Accommodations Tax

Nondallon None 3%
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

Noorvik None 3% None

North Pole
3.0 mills (City); 

15.403 mills 
(Borough)

3%
8% Accommodations Tax 
(Borough); 5% Liquor Tax 

(Borough)
North Slope 
Borough

18.5 mills 
(areawide) None None

Northway N/A No taxing 
authority N/A

Northway
Junction N/A No taxing 

authority N/A

Northway Village N/A No taxing 
authority N/A

Northwest Arctic 
Borough None None None

Nuiqsut 18.5 mills 
(Borough) None None

Nulato None None None
Nunam Iqua None 2% None
Nunapitchuk None 3% None

Ohogamiut N/A No taxing 
authority N/A

Old Harbor 9.25 mills 
(Borough) 3%

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)

Oscarvilie N/A No laxing 
authority N/A

Ouzinkie 9.25 mills 
(Borough) 3%

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)

Paimiut N/A No taxing 
authority N/A

Palmer
2.557 mills (City); 

11.483 mills 
(Borough)

3% 5% Accommodations Tax 
(Borough)

Pauloff Harbor None None 2% Raw Fish Tax (Borough)
: No taxing
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Paxson N/A authority N/A

Pedro Bay None None
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

Pelican 6.0 mills 4% 10% Accommodations Tax

Perryville None None
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

Petersburg 10.17 mills 6% 4% Accommodations Tax

Petersville 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Pilot Point None None

3% Raw Fish Tax (City); 2% 
Raw Fish Tax (Borough); 6% 

Accommodations Tax 
(Borough)

Pilot Station None 4% None

Pitka's Point N/A No taxing 
authority N/A

Platinum None None None

Pleasant Valley 15.403 mills 
(Borough) None

8% Accommodations Tax 
(Borough); 5% Liquor Tax 

(Borough)

Point Baker N/A No taxing 
authority N/A

Point Hope 10.5 mills 
(Borough) None None

Point Lay 18.5 mills 
(Borough) None None

Point MacKenzie 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Pope-Vannoy
Landing None None None

Port Alexander None 4% 6% Accommodations Tax

Port Alsworth None None
2% Raw Fish Tax; 5% 

Accommodations Tax (all 
Borough)

Port Clarence N/A No taxing 
authority N/A

Port Graham 6.5 mills 
(Borough) 2% (Borough) None

Port Heiden None None
2% Raw Fisn Tax; 6% 

Accommodations Tax (all 
Borough)

Port Lions 9.25 mills 
(Borough) None

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax(Borough)

Port Protection N/A No taxing 
authority N/A

Port William 9.25 mills 
(Borough) None

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)
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Portage Creek N/A No taxing 
authority N/A

Primrose 6.5 mills 
(Borough) 2% (Borough) None

Prudhoe Bay 18.5 mills 
(Borough) None None

Quinhagak None 3% None

Rampart N/A No taxing 
authority N/A

Red Devil N/A No taxing 
authority N/A

Red Dog Mine None None None

Ridgeway 6.5 mills 
(Borough) 2% (Borough) None

Ruby None None None
Russian Mission None None None

Saint George None None
3% Fish & Marine Products 

Tax; $.03/gallon Fuel Transfer 
Tax

Saint Mary's None 3% None
Saint Michael None 4% None
Saint Paul None 3% None

Salamatof 6.5 mills 
(Borough) 2% (Borough) None

Salcha 15.403 mills 
(Borough) None

8% Accommodations Tax 
(Borough); 5% Liquor Tax 

(Borough)

Sand Point None 3% 2% Raw Fish Tax (City); 2% 
Raw Fish Tax (Borough)

Savoonga None 3% None

Saxman 6.8 mills 
(Borough)

3.5% 'City); 
2% (Borough)

4% Accommodations Tax 
(Borough)

Scammon Bay None 2% None
Selawik None 3% None

Seldovia
7.35 mills (City); 

6.5 mills 
(Borough)

2%-4.5% 
(City); 2% 
(Borough)

None

Seldovia Village 6.25 mills 
(Borough) 2% (Borough) None

Seward
3.22 mills (City); 

6.5 mills 
(Borough)

4% (City); 2% 
(Borough) 4% Accommodations Tax

Shageluk None None i None
Shaktoolik None 2% None
Nunam Iqua None 2% None

Shemya Station N/A No taxing 
authority N/A

Shishmaref None 2% None
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Shungnak None 2% None

Silver Springs N/A No taxing 
authority N/A

Sitka 6.0 mills 5% Oct-March; 
6% Apr-Sept

6% Accommodations Tax; 2 
cents/gal. Fuel Tax

Skagway 8.27 mills 4% 8% Accommodations Tax

Skwentna 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Slana N/A No taxing 
authority N/A

Sleetmute N/A No taxing 
authority N/A

Soldotna
4.75 mills (City); 

6.5 mills 
(Borough)

3% (City); 2% 
(Borough) None

Solomon N/A No taxing 
authority N/A

South Naknek 13.0 mills 
(Borough) None

3% Raw Fish Tax; 10% 
Accommodations Tax May- 

Oct. (all Borough)
Stebbins None 3% None

Sterling 6.5 mills 
(Borough) 2% (Borough) None

Stevens Village N/A No taxing 
authority N/A

Stony River N/A No taxing 
authority N/A

Sunrise 6.5 mills 
(Borough) 2% (Borough) f 'one

Susitna 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Sutton-Alpine 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Takotna N/A No taxing 
authority N/A

Talkeetna 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Tanacross N/A No taxing 
authority N/A

Tanaina 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)
Tanana None 2% None

Tatitlek N/A No taxing 
authority N/A

Tazlina N/A No taxing 
authority N/A

Telida N/A No taxing 
authority N/A

Teller None 3% None

Tenakee Springs None 1% 6% Accommodations Tax
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Tetlin N/A No taxing 
authority N/A

Thom's Place N/A No taxing 
authority N/A

Thorne Bay None 5% None

Togiak None 2% 2% Raw Fish Tax

Tok N/A No taxing 
authority N/A

Toksook Bay None 2% None

Tolsona N/A No taxing 
authority N/A

Tonsina N/A No taxing 
authority N/A

Trapper Creek 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Tuluksak N/A No taxing 
authority N/A

Tuntutuliak N/A No taxing 
authority N/A

Tununak N/A No taxing 
authority N/A

Twin Hills N/A No taxing 
authority N/A

Two Rivers 15.403 mills 
(Borough) None

8% Accommodations Tax 
(Borough); 5% Liquor Tax 

(Borough)

Tyonek 6.5 mills 
(Borough) 2% (Borough) None

Uganik

Ugashik None None
2% Raw Fish Tax; 6% 

Accommodations Tax (all 
Borough)

Umkumiute N/A No taxing 
authority N/A

Unalakleet None 5% 5% Accommodations Tax; 
Alcohol Tax

Unalaska 11.78 mills 3% 5% Accommodations Tax; 2% 
Raw Fish Tax

Unga None None 2% Raw Fish Tax (Borough)

Upper Kalskag None None None

Valdez 20.0 mills None 6% Accommodations Tax

Venetie N/A No taxing 
authority N/A

Wainwrijht 18.5 mills 
(Borough) 3% None

Wales None 2% None

Wasilla
0.5 mills (City); 

11.483 mills 
(Borough)

2.5% 5% Accommodations Tax 
(Borough)
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Whale Pass N/A No taxing 
authority N/A

White Mountain None 1% None

Whitestone 
Logging Camp N/A No taxing 

authority N/A

Whittier 5.0 mills 3% April - 
Sept. None

Willow 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Willow Creek N/A No taxing 
authority N/A

Wiseman N/A No taxing 
authority N/A

Woody Island 9.25 mills 
(Borough) N me

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)

Womens Bay 9.25 mills 
(Borough) None

5% Accommodations Tax 
(Borough); 0.925% Severance 

Tax (Borough)

Wrangell 12.0 mills 7% S4/Night Accommodations Tax

Y 11.483 mills 
(Borough) None 5% Accommodations Tax 

(Borough)

Yakutat 9.0 mills 4% 1% Salmon; 8% Bed; 8% Car 
Rental

A MS Excel version of this table has been e-mailed to: 
phelan_straube@legis.state.ak.us.

If this is not the correct spelling for your e-mail address, 
please click your browser's back button, make corrections, 

and re-submit.

Services W ebm aslcr
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Presentation to Senate Finance C om m ittee on CSSJR 18
f3/F5/04}r

You’re considering the POMV method o f  takeout for the Permanent Fund. 
Before you decide whether it’s any good, take a hard look at the 
constitutional provision you would be putting it into. And, by the way, I 
prefer the POMV method to the one we’ve got now.

Unlike a statute, which is relatively transitory, a constitutional provision can 
be on the books forever. It should be near perfect - a product o f sound 
analysis, wise decision and excellent drafting. But the track record o f  our 
constitutional amendments, in the fiscal area, isn’t very good.

Besides Section 15, there have been two amendments o f  Article 9 since it 
was written in 1955. Section 16, which limits appropriations, ignored the 
first rule o f  organization - that authority must be commensurate with duty. 
Your duty is to do that which in your judgment will promote the welfare o f 
the people o f  this state. The amendment to Section 16 limits your ability to 
discharge that duty. Fortunately, the provision is otherwise so flawed that it 
has never come into play.

The other amendment, Section 17, established the Budget Reserve Fund, 
which has facilitated, if not promoted, deficit spending in most o f  the years 
since 1990. And, its voting requirements have resulted in end-of-session 
arrangements that, over the years, have added hundreds o f millions o f  dollars 
to that deficit spending.

That leaves Section 15, which established an endowment- the Alaska 
Permanent Fund. Typical o f  documents that create endowments, the section 
'.as three components. One determines what money goes into the fund. 
Another deals with the investment o f the money. And the third determines 
how much money is to be taken out for spending.

Twenty-five percent o f  royalties is supposed to go into the fund. But 
Sectian 15 doesn’t nail down that requirement. It can be circumvented by 
agreeing to the reduction o f  royalties while increasing the production tax. 
T.ial can, over a period, divert billions o f dollars to the General Fund. O f



course, such a tactic wouldn’t even be considered unless fiscal pressures 
were compelling.

The only thing that Section 15 requires with respect to investment is that the 
fund’s principal “can be used only for those income-producing investments 
specifically designated by law as eligible for permanent fu rd  investments”. 
That means stocks that regularly pay dividends and, o f coui. bonds. But 
the Alaska Permanent Fund Corporation probably has investee billions in 
stocks that don’t regularly pay dividends.

T his is not to say that the Permanent Fund Corporation doesn’t do a good 
job investing. It has ably managed the state’s capital. But it has been forced 
to liberally construe an inadequate constitutional provision.

Incidentally, the ‘income-producing’ requirement expressly applies to 
principal. Section 15 is silent with respect to the investment o f  accumulated 
income.

Another thing. Section 15 lacks a prohibition against investment in the 
obligations, properties and enterprises o f  the state. How could the 
Permanent Fund Corporation resist a request from a fiscally strapped 
legislature and governor that the fund buy and lease back a government 
building or buy state bonds that brought no bids from investment bankers?

The greatest fault, however, o f  Section 15 is that it doesn’t require that all o f 
the oil money go into the Permanent Fund.

Endowments have two main purposes. One is to perpetuate the flow of 
money to an operating entity, such as a university, a foundation or a 
government. The other is to stabilize the flow of money to the operating 
entity.

The Alaska Permanent Fund provides a good example o f  an endowment 
with the first-mentioned purpose - perpetuation. Revenue from the fund’s 
investments continues to flow after the natural resource is exhausted.

A university’s endowment provides an example o f  an endowment with the 
other purpose - stabilization o f income. Wealthy alumni die and leave large 
amounts o f money to the university. The flow o f that money to the 
university is irregular. It could be more than a million dollars a year for a



period o f several years. Then, for another period, it could fall o ff to much 
less than that. I f that money were treated as income, the fluctuations 
wouldn’t be easy to manage.

In the case o f  the state, the oil revenue is extremely volatile. Yet the state 
isn’t using its endowment to stabilize that revenue. Only 15-20% o f the oil 
money goes to the Permanent Fund. With the rest going into the General 
Fund, the state has been fiscally unstable for many years.

But the state can stabilize the flow o f that oil money by routing it through 
the Permanent Fund. Income produced by investment would be much more 
sustainable than the oil money itself.

There is a proposed constitutional amendment, not on your plate, that would 
put all o f  the oil money into the Permanent Fund and cure the other defects 
o f  Section 15 as well. It would provide you with a new and simple system 
for funding the government.

The revenue from the fund, supplemented with revenue from conventional 
sources in whatever amount you consider adequate, would go into the 
General Fund. It would fund government in an orderly fashion.

The constitutional provision wouldn’t dictate to you how the revenue is to be 
spent. You would allocate it to all governmental services, including the one 
we call dividends, according to the priority you assign to them.

At the start o f a ten-year transition the rate o f  withdrawal for the Permanent 
Fund, which would use the POVM method, would be high enough to 
provide revenue that, when combined with conventional revenue, would 
fund spending at the current level. During the transition the rate would 
decrease gradually. At the end of transition it would be at a sustainable 
level.

There is also a proposed constitutional amendment, not on your plate, o f  
Section 17 o f Article 9. That section created the Budget Reserve Fund. It 
would transfer the bulk o f  the assets o f  that fund to the Permanent Fund.
The amount retained would be used for funding actual deficits and, 
incidentally, meeting natural disasters. Thus, it could not be used to bridge 
projected fiscal gaps. And it would not be used for inter-fund ‘borrowing’. 
Revenue anticipation financing would be avcfiable for that.



I’ve told you what 1 think is wrong with Section 15 o f Article 9 o f  our 
constitution. And I’ve told you what I think should be done about it. But 
I ’m not naive enough to suggest that you do it now.

I am suggesting, however, that you refrain from making any changes in 
Section 15 until the time comes that it can be done right.

The people aren’t in the mood to touch Section 15 except with respect to 
dividends. But that mood could change if you mount a massive campaign to 
tell them the unspun FACTS about the state’s fiscal condition.

Roger Cremo



CONSTITUTION OF THE STATE OF ALASKA
(proposed amendment)

A R T IC L E IX , SECTION 1 7 -  BUDGET RESERVE FUNI)
(a) The money deposited into it in accordance with (c) constitutes the 
Budget Reserve Fund.
(b) Money in the fund shall be invested and reinvested, lor income, in 
accordance with restrictions, prescribed by law, that em phasize the liquidity and 
and preservation o f  the fund’s assets. No investment shall be made in obligations, 
properties and enterprises o f the state.
(c) T he amount by which money actually available for appropriation in
a liscal year exceeds, or is less than, the amount appropriated for that year shall, 
correspondingly, be deposited into or withdrawn from the fund.
(d) Money in any amount may be appropriated directly from the fund 
for meeting natural disasters.

ARTICLE XV, SECTION 31 -  BUDGET RESERVE FUND (TRANSITION!
(a) The assets and liabilities o f  the Budget Reserve Fund (Article IX, Section 17) 
that are in excess o f  three hundred million dollars in value, it any, shall be 
transferred to the Alaska Permanent Fund (Article IX, Section 15) on the 
effective date o f  this section.

(b) The assets o f  the Budget Reserve Fund prior to the effective date o f the 
am endment o f  Article IX, Section 17, in 2004. except those assets transferred to 
the Alaska Permanent Fund in accordance with (a), are assets o f the fund after 
the amendment.

(c) This section shall be effective July 1, 2005.

provided buj



C O N S T I T U T I O N  O F  T H E  S T A T E  O F  A L A S K A
(proposed amendment)

A R T I C L E  I X ,  S E C T I O N  1 5  -  A L A S K A  P E R M A N E N T  F U N D
( a )  T h e  m o n e y  d e r i v e d  b y  t h e  s t a t e  ( A )  f r o m  t h e  d i s p o s i t i o n  o f  m i n e r a l s  
a n d  l a n d  b y  t h e  s t a t e  o r  t h e  U n i t e d  S t a t e s  a n d  ( B )  f r o m  t a x a t i o n  o f  ( 1 )  
p r o d u c t i o n ,  t r a n s p o r t a t i o n  a n d  r e s e r v a t i o n  o f  m i n e r a l s ,  ( 2 )  p r o p e r t y  
u s e d  i n  e x p l o r i n g  f o r ,  p r o d u c i n g  a n d  t r a n s p o r t i n g  m i n e r a l s  a n d  ( 3 )  
i n c o m e  f r o m  p r o d u c t i o n  a n d  t r a n s p o r t a t i o n  o f  m i n e r a l s  s h a l l  c o n s t i t u t e  
t h e  A l a s k a  P e r m a n e n t  F u n d .
( b )  M o n e y  i n  t h e  f u n d  s h a l l  b e  i n v e s t e d  a n d  r e i n v e s t e d ,  f o r  i n c o m e  a n d  
c a p i t a l  g a i n s ,  i n  a c c o r d a n c e  w i t h  r e s t r i c t i o n s ,  p r e s c r i b e d  b y  l a w ,  t h a t  
e m p h a s i z e  p r e s e r v a t i o n  o f  t h e  f u n d ' s  a s s e t s .  N o  i n v e s t m e n t  s h a l l  b e  
m a d e  i n  t h e  o b l i g a t i o n s ,  p r o p e r t i e s  a n d  e n t e r p r i s e s  o f  t h e  s t a t e .
( c )  N-) m o n e y ,  o r  o t h e r  a s s e t ,  s h a l l  b e  r e m o v e d  f r o m  t h e  f u n d  e x c e p t ,  i n  

o r d e r  t o  p r o v i d e  t h e  s t a t e  w i t h  r e v e n u e ,  a  n o n c u m u l a t i v e  a m o u n t  o f  
m o n e y  t h a t  i n  a  f i s c a l  y e a r  d o e s  n o t  e x c e e d  4 . 3 D  p e r c e n t  o f  t h e  a v e r a g e  
m a r k e t  v a l u e  o f  t h e  f u n d ' s  n e t  a s s e t s  a t  t h e  e n d  o f  e a c h  o f  t h e  s i x  
f u l l  c a l e n d a r  y e a r s  i m m e d i a t e l y  p r e c e d i n g  t h a t  f i s c a l  y e a r .  T h e  r e v e n u e  
s h a l l  n o t  b e  d e d i c a t e d  t o  a n y  s p e c i a l  p u r p o s e .

A R T I C L E  X V ,  S E C T I O N  3 0  -  A L A S K A  P E R M A N E N T  F U N D  ( T R A N S I T I O N )
( a )  T h e  p e r c e n t a g e  p r e s c r i b e d  i n  A r t i c l e  I X ,  S e c t i o n  1 5 ,  a m e n d e d  i n  
2 0 0 4 ,  f o r  d e t e r m i n i n g  t h e  a m o u n t  o f  m o n e y  t h a t  c a n  b e  r e m o v e d  f r o m  t h e  
A l a s k a  P e r m a n e n t  F u n d ,  s h a l l  n o t  a p p l y  u n t i l  f i s c a l  y e a r  2 0 1 6 .  T h e  
a p p l i c a b l e  p e r c e n t a g e  s h a l l  b e  9 . 3 6  i n  f i s c a l  y e a r  2 0 0 6  a n d ,  i n  e a c h  
i n t e r m e d i a t e  f i s c a l  y e a r ,  0 . 9 2 5 7  t i m e s  t h e  p e r c e n t a g e  i n  t h e  
i m m e d i a t e l y  p r e c e d i n g  f i s c a l  y e a r .
( b )  T h e  a s s e t s  o f  t h e  A l a s k a  P e r m a n e n t  F u n d  p r i o r  t o  t h e  e f f e c t i v e  d a t e  

o f  t h e  a m e n d m e n t  o f  A r t i c l e  I X ,  S e c t i o n  1 5 ,  i n  2 0 0 4  , a r e  a s s e t s  o f  t h e  
f u n d  a f t e r  t h e  a m e n d m e n t .
( c )  T h e  a m e n d m e n t  o f  A r t i c l e  I X ,  S e c t i o n  1 5  i n  2 0 0 4  a n d  t h i s  s e c t i o n  
s h a l l  b e  e f f e c t i v e  J u l y  1 ,  2 0 0 5 .

provided bq Qjqqer Ct'errD
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Paying the Cost o f  Alaska State G overnm ent

T hank you for allow ing me to com" before you today.

T he State o f A laska is not presently facing a fiscal crisis. Resources are 
presently available to pay the cost o f State G overnm ent. Thanks to the 
higher price for oil, state royalty incom e is m uch higher than expected; 
and, thanks to the w isdom  o f  the legislature in m aking judicious use o f  
the C onstitutional Budget Reserve, there are am ple reserves in addition  
to royalties to pay the current expense o f  State G overnm ent. A dd to 
that the incom e o f the Perm anent Fund and the State o f  Alaska has 
m ore than am ple resources to pay for any proposed version o f  the next 
State Budget. H ow ever, that doesn’t solve the current problem , which  
is U N C ER TA IN T Y .

U N C E R T A IN T Y  N O W  is surely contributing to what will become far 
more than a “Fiscal Gap” in the future; what will become a true crisis o f 
major proportions, i f  the legislature does not do something to avoid it now. 
There is uncertainty now in financial markets about Alaska’s future. There is 
uncertainty now among oil producers who contribute the bulk o f State 
Revenue in the form o f royalties. The same can be said o f  other resource 
extraction enterprises. And there’s uncertainty among your constituents 
about the economic future o f  Alaska, in light o f the potential for seemingly 
unlimited government spending.

At present the bond rating o f  the State o f  Alaska remains relatively stable. 
The financial markets look to the Constitutional Budget Reserve and the 
Permanent Fund as security for payment o f  the cost o f State Government, 
including bonded indebtedness. The decision o f  the markets about Alaska’s 
credit worthiness will change quickly, and for the worse, if the Budget 
Reserve is further depleted, or you show reluctance to resort to income from 
the Permanent Fund to pay part o f  the anticipated cost o f State Government 
- worse yet if  the State o f  Alaska does something permanently to make 
Permanent Fund income unavailable to pay part o f  the cost o f  State 
Government when its needed.



Deterioration o f  the State’s bond rating will o f  course increase the expense 
o f  bonded indebtedness - the cost o f  funding State Government. What 
makes matters worse is that that rating will be deteriorating at the same time 
that interest rates generally are increasing. I can’t tell you specifically how 
much interest rates will increase in the next few years, or precisely when 
they will start to go up. But everyone with any knowledge about current 
national economic circumstances will confirm to you that interest rates will 
be on the rise (they can’t go any lower) and soon. I f  not at the conclusion o f 
national elections, then certainly as the national trade deficit increases and 
the value o f  the dollar declines against all major currencies. The impact on 
the cost o f  funding state government will be doubly bad unless you act to 
bring certainty to Alaska’s fiscal situation now. That includes both the 
source o f  State income for appropriation, and the cost o f  State Government.

Talk now o f  a change in the State tax laws affecting oil and gas producers in 
the State is causing them to rethink their strategy in Alaska. I assure you that 
changes in current tax laws affecting oil producers will cause them to spend 
their resources for oil and gas production elsewhere. All at a time when 
Alaska can least afford any further decline in oil and gas revenue. Drive a 
harder bargain in connection with future oil and gas development, i f  you 
think it prudent. That will allow the producers to plan development. 
Changing what is, in effect, a bargain that already exists will cause them to 
abandon development in Alaska. The same can be said for miners. Whether 
it be oil and gas or other mineral extraction, development and return on 
investment, involves a long-term process. One that will not go forward 
unless variables are reduced to a minimum. I f  producers cannot count on a 
stable tax structure for the life o f  an oil field, or a mine, they won’t begin to 
develop it in the first place. By changing Alaska’s current bargain with the 
producers, you will jeopardize prospects o f  further development and 
jeopardize revenue that will be critical to the State o f  Alaska in the future.

There is just as much uncertainty among your constituents. As long as there 
is no stated strategy for funding State government and no plan for limiting 
State government expenditures, there will be no potential for economic 
development in the State if  Alaska. And as long as there is a common 
perception that there is no potential for economic development in the State 
o f  Alaska, the State will encounter the same cycle o f  booms and busts, and 
the same transient population that has been the constant in Alaska 
throughout the history o f  the State. There will be no economic development



or growth o f  business in Alaska able to sustain the anticipated increased cost 
o f  State Government as along as there is the threat o f  broad based taxes in an 
unspecified amount. And there will be an immediate demand by your 
constituents for distribution o f  all o f  the income o f  the Permanent Fund as 
long as there is no articulated strategy for funding State Government, and 
even more so, as long as there is no potential check on State Government 
spending.

I ’m sure it occurs to you. There is no recorded success o f  any government 
fostering economic development by instituting or increasing an income tax 
or sales tax. And further economic development is what this state needs to 
^establish a stable source o f  income to pay the cost o f  State Government, -v 

f  There is no reason for temporary residents o f the State o f Alaska to abide a \  
/ 1  use o f  some o f the earnings o f  the Permanent Fund to pay the cost o f State J  

0 \ government now, if  there is no potential limit on the cost o f  State
^Governm ent in the future.

Just putting an end to uncertainty now about the extent and means o f  paying 
for State Government will be a valuable contribution to the State o f  Alaska.
I warrant to you that it will reduce the cost o f  borrowing to pay for State 
government, and foster economic development in the State - certainly in 
connection with resource extraction. It will also create a more favorable 
climate for small business. And that will attract and keep industrious people 
in the State and encourage our children and their children to live and work 
here as well.
But like everyone else, I think you can do better than just bring about 
certainty. I have my own suggestions for a strategy. A lot o f  it is based on 
history, and thankfully I have a lot o f  history in this State. I know because I 
was here. The Permanent Fund was created so that there would be a source 
o f  revenue to pay a portion o f  the cost o f  State government, when revenues 
from oil production declined. No not the principal portion o f  the fund, the 
income from the fund. Likewise, I know, because I was here, that the 
dividend program was instituted when there was seemingly no effort 
whatsoever to limit government spending. Since folks thought that the only 
thing that could limit State government spending was a limit on available 
revenue for appropriation, the idea to pay a portion o f  the income o f  the 
Permanent Fund directly to Alaska residents was bom. By that means at 
least, some limit on government spending could be imposed.

. 2



You can still achieve all o f  those objectives. By judiciously avoiding 
appropriation o f  Permanent Fund earnings and inflation proofing the Fund, 
you have provided a stable source o f income to pay a portion o f  the cost o f  
State government and pay a dividend to citizens o f  Alaska as well.

The Trustees and staff o f  the Permanent Fund have done their job as well.
By judiciously investing the principal and a portion o f  the annual income o f  
the fund there is now a source o f  State Revenue and dividends as well.

The Percent o f  Market Value approach to management o f  Permanent Fund 
earnings should be adopted. It has been the successful means o f  managing 
many other endowments, and there is every reason to believe that it will be 
an equally successful means o f  managing the Permanent Fund. What’s even 
more important is that it increases the certainty o f  revenue available to pay a 
portion o f the cost o f  State Government and a Permanent Fund dividend. We 
have seen the potential dramatic effect on available revenue o f the current 
approach to management o f  the fund. Distributions based on realized 
earnings are always a function o f  the vagaries o f  the market and the notions 
o f  current investment managers. The POMV approach evens out those 
variables over a rolling ten-year period that lends predictability to available 
revenue and the degree o f  certainty that financial markets demand, if  there is 
to be stability in the cost o f  finding state government.

How that income is divided between State Government and residents should 
be left to the legislature to decide. The State ‘s legislature should have the 
opportunity to determine the use o f  all available State income as well as state 
spending. The legislature can maintain that control if  it adopts a plan for 
division o f  the earnings o f  the permanent fund and limiting State spending. 
An articulated plan to limit budget increases according to identifiable 
indexes will go a long way to quell uncertainty among dividend recipients. 
Assuming a POMV approach to management o f  the Permanent Fund, and a 
plan for limiting budget increases according to an index, permanent fund 
recipients will have some degree o f  certainty not only that a dividend will be 
paid, but also the amount o f  the dividend payment they can expect from time 
to time.

One additional benefit o f  bringing about a greater degree o f  certainty now in 
respect o f  fiscal matters is that it will give the legislature time to deal with a 
far greater problem that will appear in the future. That problem is the



unfunded liability for pension and welfare benefits that will be owed to State 
and Municipal employees in the next ten years.
In my view there is a deficit now in available resources to pay those 
obligations. My prediction is the liability will grow worse i f  the matter is 
left untreated. I expect there will soon be more retired government 
employees entitled to benefits than working government employees.

Once again I thank you for the opportunity to express my views at this time.
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Since 1985 Alaska's Rate of Growth Has 
Slowed

■  Alaska HU.S.
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Fairbanks Does Not Look Much Different
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The Boom and Bust Years
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Where the Jobs Were Lost in the 1980s
Crash
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Lots of Migration In The 1980's, Much 
Less Over The Past Decade

Population Growth During The Past Decade 
Slowed Considerably

alaska's population growth during each decennial census

37%

1960-1970 1970-1980 1980-1990 1990-2000



Alaskans are Getting Older
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Testimony fo r all Finance Committee Members

S ub jec t: T estim ony  fo r all F inance C om m ittee M em bers 
D ate: Thu, 18 M ar 2004 08:31:20 -0900 

F rom : Shirley & Chuck Coulson <coulsons@ gci.net> 
To: M indy_Ro\vland@ legis.slatc.ak.us

Dear All,

My name is Lindsey Coulson and I am a sixth grader at Bear Valley Elementary. Please give my school district 
the money it needs for next year. I am concerned that when I go to Goldenview Middle School I won’t have the 
opportunities to try new things like my brother and sister had. By taking away one elective it is like taking away a 
chance to learn something new and it seems by doing that the school district doesn't care about us learning new 
things before high school. I would be very angry if this is what will happen. I have listened to my older brother and 
sister talk about the really great teachers at Goldenview and I don’t want them laid off from their jobs. Please take 
my opinion into consideration because I know this is how some of my other fellow classmates feel.

From,

Lindsey Coulson

I ol I 3/18/2004 .S:5(t AM
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3/17/04
To: Senate Finance Committee, of Alaska Legislature
Re: 2005 FY budget should enact revenues first rather than program budget 
slashes destnjptive to Alaska’s jp a fig ij^ e d u ^ io n  communities.
From: James ^TMsher.171 Farnsworth, Solaotna 99669 

/  Phone: 262-9601 - fax: 262-9641
I urge enactment of revenue enhancing measures before cuts to vital programs 
such as the various senior programs' as currently proposed by the various 
committees or branches of the state’s governmental structure.
Funding by broad based revenues, to solve the fiscal gap could avoid proposed 
cuts, and might ease discussion of critical use of permanent fund earnings. 
Revenue measures other than first use of permanent fund earning reserves 
should be planned and possibly executed, before any finalization of budget 
allocations.

Since 1995, we have heard Alaska can not grow, or cut, its way out of a fiscal 
gap. Yet in 2004(for FY2005) we near you considering: 1) slashing seniors' 
programs other than drug help; 2) consigning children to less health 
maintenance; and so on.
An unnamed theologian said "the self righteous will lead us to hell”; Alaska’s 
analogy is that the proposed deterioration of Alaska’s  financial image as well 
as senior and education programs could threw us into a recession or some other 
kind of social hell.

(Sen-Fln.31704t»stimony)

For partial analysis see attached documents
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Reductions to Medicaid Waivers or Grants 
Affecting seniors and adults with physical disabilities

$6,818.0 Reductions to plans of care (OA/APD)
$ 790.4 Cost of living/ SB 105/ all waivers
$7,235.0 Cost study/ reimbursement rate reductions
S7,950.0 Reduce respite/ use adult day
$2^900.0 Limit Administrative and General rate to 18%
$4,905J  Quality assurance/ Medicaid fraud
$1,500.0 Monitoring Title HI grants
$1,000.0 Eliminate PCA and respite in assisted Jiving
$6,566.9 Reduce PCA
$4,000.0 Nursing Home/ preadmission counseling
£4,435.5 Reduce environmental modifications
S 200.0 Increase Title III grantees match
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Proposed FY05 budget 
Division of Senior and Disability Services 

Suggested impacts

Note: all references in this document refer to the page numb ere in the Department of 
Health and Social Services, FY05 Budget Overview,

Preface: one oftha largest challenges feeing today’s health care system is managing 
chronic care. People with multiple chronic conditions have substantially more physician 
contacts and are more likely to be hospitalized each year. As the elderly age, they fece an 
increased risk of having multiple chronic condition a. A  Robert Wood Johnson study 
determined that, nationwide, almost all Medicare dollars and about 80 percent of 
Medicaid resources are spent on people with chronic conditions. Page 91 of the DHSS 
FY05, Budget Overview, contains a chart of Medicaid expenditures. This ch' f  indicates 
that the largest Medicaid expenditures are hospital services, physician services, 
pharmacy, and nursing home care.

The RWJ study suggests that an effective chronic care model is organized around 
individuals’ needs and preferences to coordinate services with the goal o f tr interning 
health status and slowing disease progression. This model includes supportive services 
that qrc leveraged to enhance tho effectiveness of medical care and to improve the quality 
of life for people with chronic conditions.

Many studies have shown that an effective coordinated community based service delivery 
system (supportive services) reduces costs across the continuum of care. In Alaska, 
Medicaid waivcra and minimal grant fending provide the basic foundation for community 
care. This foundation helps to delay or prevent uuneceaaary nursing home placement, 
assists seniors in negotiating the bewildering health care system, reduces the number of 
contacts to physicians’ offices, and can reduce hospital visits.

• An average cost for a  senior under the Older Alaskan's waiver (home and 
community based care) is $18,911; compared to the average nursing home cost of 
5150,000 per patient per year.

“ Unfortunately, the existing home and community based system for seniors is 
seriously under funded.

•  This infrastructure will see damaging erosion if  the FYO.) proposed budget 
reductions are implemented, resulting in higher costs in ‘he end.

The following information is a list o f suggested impacts to tho proposed budget 
reductions.

Page 160: Cost Saving* from Older Alatkanx/Adulu with Physical Disabilities 
(52,727.2) GF match and ($4,090.8) Fed.

• This reduction assumes that plans of care will be reduced through contracted care 
coordination assessment

• This significant reduction is difficult to quantify since the Department has given 
no specific information about where tho care plans will be reduced.
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•  A induction of 56,818 in waiver services will have a significant impact on those 
needing services, especially when taken in tandem with other proposed 
reductions.

Page 160* Second year cost-of-Uving adjustments f0 r  Nursing Homes and Home and
Comnuuity based waivers. ($252,9) GF match and (537,5) Fed.

a This savings is based on SB 105 passed by tho legislature last year. That bill 
effectively reduces the number of eligible recipients for Medicaid.

•  DHSS does not indicate hew many people might lose their eligibility.
•  Wc have already experienced difficulty in qualifying people for the waiver even 

the need was clear and the eligibility criteria seemed applicable

Page J 60; Cost Study Savings for Medicaid Waivers. ($2,894) GF match and
($4,341)Fed.

•  This standardizes reimbursement rates for services across the four waivers.
• There is little specific information in this item; this is a projected assumption of 

savings based on a study that has not yet been conducted.
•  We know that delivering services in rural areas cost more and that waivers are 

often the essential key to keeping ciders in their home communities.

Page 162: Reduce Respite TJtilfratmn. ( $3,180 )GF match and ($4,770) Fed
• This reduces respite costs by using the more cost effective adult day service.
•  Tin's is an exceptionally effective cost coniaimucnt strategy that also results in 

B  improved outcomes for semnra.
• This strategy, o f course, only works in communities where there is an adidt day 

program. Currently there arc 12 adult day programs in 11 communities.
•  Respite care under the waiver is leimbunsed ai $22 an hour. Tf you divide the 

proposed $7,950.0 reduction, that equals areduction o f361,363 hours ofrespite

Page 162: Limit Administrative and General cost to 18%. ($1,160) GFM and
($1,740) Fed.

•  We are willing to do our part to contain costs, and will try to find a way to live 
within tho 18% cep.

• Administrative burdens continue to increase with the state looking for more 
accountability financially, and in the area of outcomes that require more data 
collection and analysis

• We would be concerned if  this represents & downward trend that might continue
over time.

Page 162: Eliminate respite and personal care attendant services in Assisted Living
Homes, ($400.0) GF match and ($600.0) Fed,

• The state currently reimburses assisted living homes for services but not for room
and bomrd-

•  It is very difficult for tho homes to make ends meet with the current rates.
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•  Home operator^ often are the only people staffing the homes 24 hours a day. 
Allowing respite and PCA services in the homes gives these providers a break.

Page 162: Increase Quality Assurance AidU and Review Aclnities. (SI,9623) GF 
match and ($2,943.4) Fed. This is an assumed projection of savings due to Medicaid 
fraud. 1

Page 162: Monitoring of Titte m  grants. ($600.0) GF match and ($900.0) Fed
• Ttus reduction specifically impacts seniors who receive congregate meals, meals 

on wheels, transportation and other supportive services,
•  DHSS is assuming that grantees arc double dipping with state funds and Medicaid 

Waiver, but they don't know for sure oi to what extent.
•  Since DHSS is also reducing Medicaid Waiver expanses, this may result in higher 

losses to services.
• It is unclear i f  this is a reduction o f grant money or Medicaid Waiver

Page 163: Contract for Personal Care Attendant sendees. ($2,615.9) GF match and 
($3,951.0) Fed.

•  Whoa the Consumer Directed PCA program was implemented, foe costs for the 
program surged. Tho state appeared to have been unable to effectively monitor 
the PCA plans.

• This appears to bo a necessary cost containment strategy, as long as services are 
based on client needs, and clients are able to get the level o f service needed to 
remain in their homes.

Page 163: Nursing Homes-otilirt Preadmission Care Plan Counseling. ($1,540.9) 
GF match and ($2/459.1) Fed.

•  This is an effective nursing home diversion strategy that is currently only 
available in Anchorage.

Page 169: Change match for Nutrition, Transportation, and Supportive Services 
grants. ($200.0) GF.

•  This effectively reduces the amount available to serve seniors by $200.0.
• Add this reduction to the $1,500.0 reduction for monitoring Title HI grants and 

there will be a significant impact on found? uonal supports for seniors.



Testimony for Finance Commitlec

Subject: Testimony tor Finance Committee 
Date: Sat, 13 M ar 2004 16:27:46 -0800 (PST)

From: Jim r  <papa42dudes@ yahoo.com>
To: M indy_Rowland@ legis.siate.ak.us 

CC: Senalor_Con_Bundc@ Legis.slatc.ak.us

Mindy, Pis provide a copy of this msg to all members 
of the Senate Finance Committee.

Implement Spending Limit: OF COURSE!

Constitutional Guarantee Of Dividend: If it goes in
the constitution it should state that proceeds from 
the Permanent Fund should first go to running the 
state, second to dividends, AND any year that 
dividends are paid the state shall not collect an 
income tax. If there is enough money for a dividend, 
then there is no need for income tax to be collected.

Allow For Some Limited Use Of Surplus Earnings Of The 
Fund: OF COURSE - as long as there is a tax 
cap/spending limit in the constitution.

Switch to POMV: YES

Jim Ricks, Eagle River, AK

Do you Yahoo!?
Yahoo! Mail - More reliable, more storage, less spam 
http://mail.yahoo.com

I ol' I 3/15/2004 10:04 AM

mailto:papa42dudes@yahoo.com
mailto:Mindy_Rowland@legis.siate.ak.us
mailto:Senalor_Con_Bundc@Legis.slatc.ak.us
http://mail.yahoo.com
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Stop the Move
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Department won't disclose savings gained from relocation
3 /-E  )

'  By TIMOTHY INKLEBARGER
J U N E A U  E M P I R E

Alaska Marine Highway Sys­
tem employees in Juneau worry 
they’ll have lo look for new jobs or 
move lo Ketchikan as early as this 
summeiv though no onehas said 
just why it makes sense lo relocate 
(he ferry system’s administration.

The Alaska Department of 
Transportation, which has con­
ducted an internal review of mov­
ing the AMIIS administrative 
offices since last fall, refuses lo re­
lease any information on the pro­
posal to shift some 40 employees 
to Ketchikan. Potential savings 
have not been disclosed.

Transportation Commissioner 
Mike Barton refused to talk to re­
porters alter a Thursday morning 
meeting with marine highway em­
ployees on the proposed move.

On Monday, the Ketchikan 
Galeway Borough sent a proposal 
to DOT lo move the AMIIS admin­
istrators to the largely vacant 
Ketchikan Pulp Co. administration

building near Ward Cove.
DOT has given ferry system 

employees little information as to 
why or when the move would lake 
place, and on Thursday Gov. 
Frank Murkowski said in a press 
conference that- lie supports -the 
move.

"I think it’s a substantial sav­
ings, and I think that’s in the inter­
est of the ferry system and in the 
interest of the stale," Murkowski 
said.

The statement came just a few 
hours after Commissioner Barton 
told AMIIS employees that the 
proposal was still just a proposal.

"There’s no decisions made 
yet," Barton told a conference 
room full of AMIIS employees. 
"We are still gathering informa­
tion, looking at information, veri­
fying information and assembling 
it. ... That’s it. There’s no hocus 
pocus going on. There’s no hiding 
the ball. I know this is traumatic."

Talk of moving the ferry sys­
tem began last September, but

Thursday was the firsl time Bar­
ton addressed employees’ con­
cerns.

Earlier this week a DOT 
spokesperson said AMIIS Director 
Tom Briggs made a recommenda­
tion lo Murkowski and Barton, but- 
neither official will release the in­
formation.

One employee at the meeting 
asked Barton if the recommenda­
tion was a public document on pa­
per.

"I don’t know," Barton said. "I 
think so. I don’t remember.... It’s 
an internal working document."

The administration and DOT 
also have refused to give employ­
ees or the media cost estimates of 
the proposed move.

Murkowski, however, said the 
stale would save in administrative 
costs in the end.

administration’s 
new capitol in 

garner Juneau’s 
moving AMIIS

He said his 
support for a 
Juneau should 
support for

Please see MOVE, Page A10

BRIAN WALLACE /  JUNEAU ENTIRE

Pondering the future: Alaska 
Marine Highway System marketing 
manager, Sharon Gaiptman, listens 
to transportation Commissioner 
Mike Barton answer questions 
about the possible move of the 
ferrv svstem office tn Ketchikan
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Move: Murkowski backs AMHS relocation to Ketchikan

\

Continued from Page A1

employees to Kelcliikah..
"We. support a new capilol ,, 

building, so.we hope Juneau will 
support the recognition that we 
can operate the ferry system bet-. 
ter by having the operational ac­
tivity centered in Ketchikan where 
we have the availability of the old 
pulp mill and all of the facilities 
associated with it," lie said.

. But officials still have given no 
financial justification for the 
move, v.';
k. 'Murkowski also staled, that oth­
er" development .'projects such, as 
the, Juneau Access road, project 
and the proposed’,Kensington mine 
at Berners Bay-would create new 
jobs in Juneait. k'; - C - '!*

' "I think oftentimes . Juneau

takes for granted the contribution 
of resource development because 
we’ve had such a dependence on 
government," Murkowski said.

lie said he did not believe that 
the move constituted "capital 
creep,” a euphemism for state jobs 
leaving Hie capital city for other 
areas of the state.

Win Gruening, chairman of the 
Alaska Committee, a Juneau- 
based organization committed lo 
keeping the capital and stale jobs 
in Juneau, said he would favor any 
plan that would save the state 
money.

"We’re generally in favor of 
making government more effi­

cient," lie said, but lie noted that 
the administration has not proven 
that the plan would do that.

Tie said the group, which met

last Wednesday, has not formally 
discussed the issue.

Meanwhile, AMIIS employee; 
are operating on rumors, and me 

" dia accounts of the proposal.
"I’m hearing all kinds of ru­

mors," said AMIIS General Man­
ager Capt. George Capacci,

Capacci, who also has not been 
informed of Hie status of the pro­
posal, said he is working to estab­
lish a Web site where employees 
can post questions about the move.

Marine Transportation Services 
Manager Jack Meyers asked how 
many employees have been asked 
for their input in the proposal at 
the Thursday meeting. About 20 
employees lining the walls of the 

, conference room sat quietly.
‘ "My concern is for my staff and 

. their families," Meyers said. "We

haven’t had any input into this de­
cision process. It’s frustrating to 
read in the press if it’s true or not 
true that Ketchikan is preparing 
for us to come and we’re being told 
that no decision had been made. 
It’s just fear, anxiety, doubt, all of 
those sort of things, that bother 
people who work for me."

Meyers noted that support staff 
outside AMHS also are located in 
Juneau.

Before hearing the alternoon 
Murkowski press conference, Mey­
ers, like many other AMIIS em­
ployees, said he takes Barton at his 
word: "A lot of what we heard to­
day is what a lot of us would have 
liked to have heard several weeks 
ago or at least before the newspa­
per articles and the radio inter­
views were heard."
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The bad news: Virtually all our school districts arc lacing 

multi-million dollar shortfalls. Here's the tally from ju s t the largest 
districts:

tffi®it- *-Oii TriOiftg Oay

S26.2 million in Anchorage 
5 8.5 million in Fairbanks 
S S m illion in Mat-Su 
S 5 million on tire Kenai 
S 2.S million in Juneau 
S 2.1 million in Kodiak

Sim ilar news, and worse, is coming from smaller school districts. 
What will be the impacts o f these cuts?

Teachers, teacher aides, librarians, school nurses laid o ff 
Larger class sizes 
Academic programs cut 
Targeted programs for at-risk students cut 
Classroom supplies & equipment budgets slashed 
Extracurricular activities scaled back or elim inated altogether 
Large hikes in student activity fees— pricing many students 
out o f after-school activities altogether

r  in x m  Prcfrajftn mu-Tinc tr*». w m w

•n'W OudtKt 011*3 ort i n  ji.bbl;

Oil Trading OaytThe good news: None of these cuts has to happen,

Isn’t it time that our elected leaders live up tc their Constitutional mandate- 
and their campaign promises? Contact your legislators.”  Tell them to act now  
on a S I40 million supplemental appropriation for our schools.

Because o f unexpectedly high oil prices, there will be moie than 
S250 million in additional revenues available to lawmakers. More 
than enough for a Sl-tO million supplemental appropriation fro m  this 
yuur's budget.* Lawmakers can make this appropriation right now, if 
they so choose. It will provide a short-term fix for ou r schools— and 
head off the losses and disruptions for our children. It will also buy 
lime to decide on the appropriate mix of revenue measures to 
adequately fund education and other essential government services.

Because ou r children get only one chance at a qua lity  education.

* S70 million lo increase Base Student Allocation fiom 54,169 to S4.500; 
S70 m illion as onc-liinc payments over two years to TRS/PERS employee 
retirement systems to allow time for those systems lo stabilize.

Supplem enta l funding will not requ ire  any changes to the 
P erm anen t Fund, o r any new taxes. So no more excuses o r delays, Visit 'tww .neaalaska.ni v to e-mail your legislators.

A l a s ic a
„ ■ _ _ _ _ _ _  Affiliated vjitb the National Education Allocation

4100 Spcmrd Road, Anchorage, A K  99517A * Rich K/onbery. President 
(907) 274-0536
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Sub jec t: Fw : F iscal G ap
D ate: Fri, 12 M ar 2004 13:18:11 -0900 

F rom : Jerry and Janet George <jgeorge@ ak,nei> 
To: M indy_Ro\vland@ legis.state.ak.us

Here is the message I sent my Senator. It should go to every legislator on your committee.

YOU SHOULD NOT COME HOME UNTIL YOU SOLVE THE FISCAL GAP PROBLEM

NO to guarantee the dividend in the constitution 
YES to % of market value
YES to using a % of permanent fund for state government
YES to an income tax that considers the effect on seniors and not tax their retirement after taking away longevity 
bonus
YES to a lump sum school tax taken from everyone's first paycheck 
YES to raising the fuel tax by 23-30 cents a gallon for highways 
YES to tobacco tax increase 
YES to alcohol tax increase

Jerry & Janet George 
3640 Dora Ave.
Anchorage, AK 99516 
(907) 345-1S41 (Home)
(907) 223-5656 (Cell) 
iueomc@ ak.net
 Original Message......
From: Jerry and Janet George 
To: Con Bunde
Sent: Friday, March 12, 2004 1:10 PM 
Subject: Fiscal Gap

I have several friends that served on the committee of 55 in Fairbanks. I followed that conference on radio and 
debriefed with a couple folks who were there. I have also watched the legislature fumble for the last few years and it 
looks like they are about to fail again to come up with a solution. YOU SHOULD NOT COME HOME UNTIL YOU 
HAVE RESOLVED THIS MATTER IN SOME FASHION. To delay another session would be nonfeasance of office 
and dereliction of duty.

Here is my VOTE

Do not guarantee the permanent fund dividend in the constitution. That is forever. A thousand years? We 
have to look at what happened in 1964 when we had the earthquake or in 1967 when we had the flood in the 
interior. We need to be able to react to emergencies no matter what.
I agree with the percent of market value approach.
A spending limit is an admission of failure by the legislature to do their job. If little Janie needs an operation to 
save her life, do you say sorry it is not in the budget? Or do you cancel the family vacation and get her the 
operation? It is your job every year to create a budget and you should have the flexibility to continue to do that 
each year as times and needs change.
The permanent fund should be used sparingly to meet the needs of Alaskans. But it should be used.
I would favor a "school tax" like we use to have in the good old days before oil money. I understand the 
constitutional prohibition against dedicated funds, but we have to believe that the legislature will always 
appropriate more for education than the tax brings in. There are ways to make it work. The International 
Airport Revenue Fund works because you reappropriate the fund each year. The school tax should be $100 or 
greater and come out the first paycheck of the year. It worked for years in territorial days - it can work again. 
Raise the fuel tax to fund the highways. It is a lair user tax. Alaska has tho lowest fuel tax in the nation. A 25

I of 2 .VI2/2004 1:4.4 PM
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Fw: Fiscal Gap

or 30 cent per gallon increase is warranted.
• Consider the elders in any income tax program. I retired and am getting too old to go back to work to make up 

for what you take away. For example, no more longevity bonus. What if we loose the permanent fund 
dividend, the property tax break for seniors, and then you start taxing our retirement check? Add to that when 
you do impose an income tax, every union is going to ask for raises and the cost of goods and services will 
rise to cover the cost. It comes right back out of our pockets again. I retired based on certain rules in effect at 
the time. Keep taking more away and you will have to increase welfare to take care of those of us who could 
have made it if you hadn't taxed us into the poor farm. I agree with an income tax. but consider its effect on 
seniors who are already retired. Like exempt retirement income.

But I am afraid that if you do not figure this out we will have another 1986. My house will lose value and it represents 
a large amount of our net worth. We need the value to stay up so it will pay for our years in a retirement home. We 
are thinking we should sell now and get out before the bottom drops out. I have lived here almost my entire life and I 
do not want to leave Alaska but I have no faith that the legislature can keep the bottom from dropping out of our 
economy.

DO SOMETHING. But do not delay this another year. Give those of us who have few options the opportunity to sell 
out and leave while we still can. Or give us the peace of mind that you have a solution. JUST DO IT.

Jerry & Janet George 
3640 Dora Ave.
Anchorage, AK 99516 
(907) 345-1841 (Home)
(907) 223-5650 (Cell) 
iqeorqe@ak.net

2 of 2 3/12/2004 1:43 PM
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Testimony regarding Conference of Alaskans

Subject: Testim ony regarding Conference o f Alaskans 
Date: Fri, 12 M ar 2004 13:14:17 -0900 

From: "Carman, John" <JCarman@ homestatem tg.com>
To: "'M indy_Ro\vland@ legis.state.ak.us'" <M indy_Rowland@ legis.slate.ak.us>

I would like to make this email a part of the public testimony that is scheduled for March 17th.

I was married in Anchorage in August 1970 - 1 finished my last year of College that year and moved permanently to 
Alaska in 1971. Other than 5 years to go to Graduate school I have lived in Alaska ever since. I remember quite 
well all of the discussion and the reasons I voted for the Permanent fund. In my mind the reasons were quite clear.

The state had too much money we wanted to limit the amount we were spending each year

The Oil was a depleting resource and we wanted to transform that wealth into a fund that WOULD BE ABLE TO 
FUND NECESSARY STATE SERVICES WHEN THE OIL RAN OUT.

it is a little crazy to now say that this fund, that was created for this purpose, will not be used for it's intended purpose 
because it is "the peoples money". I have heard everyone's definition of "fair". And the bottom line always seems to 
be that it is fair if we take more of the money form you and not fair if you take it from me. How can anyone say that it 
is more "fair" to take the money from an Alaskan that has worked here for 30 years - but not take it from a 2 year old 
whose parents moved here last year. The Hammond plan reminds me of those that complained that they didn't get 
anything from an income tax reduction because they didn't pay any taxes to begin with. It is crazy to want a 
reduction to below -0-.

This is state money derived from the sale of state assets - it should be used first and foremost to pay for state 
government. If there is any left over distribute it. If there is not enough tax us. But don't take from one group and 
give to another. Your job should be to make sure that money is spent wisely - not to redistribute income among 
Alaskan's.

A percent of market value is a good plan if it doesn't tie up the plan and memorialize the PFD any more than it
alreaoy is. If Hammond wants everyone to “feel the pain" to somehow limit state government then have the PFD
state each year

1) This is 5% of earnings

2) This amount went tc jnd state government

3) This is what is left to distribute to you

Thank you for your patience.

I of2 3/12/2004 1:42 I'M
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Testimony regarding Conference of Alaskans 
♦

John Carman 

Homestate Mortgage

"The information contained in this email (including any attachments) is confidential and may be privileged. If 
you are not the intended recipient of this email, do not read, retain, copy, distribute, or disclose the content 
of this email, if you have received this email in error, please advise us by return email. Thank you."

2 of 2 3/12/200-1 1:42I»M
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P /R  I  N  T  Y O U R NAM E COM M UNITY REPRESENTING/AFFILIATION

DO YOU WANT

TE ST IFY
Y o r N

^Robert Prunella Wrangell City of Wrangell Y



SENATE FINANCE COMMITTEE 
PUBLIC TESTIMONY 
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Mate senaState Senate Conference of Alaskans Resolutions

Co./Dept./Title 
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Subject/Bill No:
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Do you wish to testify? Yes No .Respond To Questions
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Subject/Bill No: — — ----- —=—
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Do you wish to testify? Yes  No  Respond To Questions
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Address:. f . O '  & Q 7 f £ 3 >  Q>

Subject/Bill No:
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Phone: 
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Do you wish to testify? 

SFC-04

^ _ Y e s .No

-1-

.Rcspond To Q uestions

3/17/04



s i t e  :  HOMER S U B J E C T  O F  M E E T I N G :

P e rm .F u n d  & CBR
C O M M I T T E E : ( S ) F I N

DATE: 0 5 / 1 7 / 0 4 U p d a t e  # 1

P R I N T  Y O U R  N AM E C O M M U N ITY R E P R E S E N T IN G /A F FIL IA T IO N

DO YOU WANT

TESTIFY
Y o r N

✓4r. Doug Stark Homer Homer City Council Y
4oJrh Velsko Homer Self Y
Richard Olson Homer Self Y



s i t e  :  HOMER S U B J E C T  O F  M E E T I N G :

P e r m .F u n d  Sc CBR
C O M M IT T E E :  ( S ) F I N

DATE: 0 5 / 1 7 / 0 4 U p d a t e  # 2

P R I N T  Y O U R  N AM E C O M M U N IT Y R E P R E S E N T IN G /A F F IL IA T IO N

DO YOU WANT

TESTIFY
Y o r N



(>!

P R I N T  Y O U R  N AM E C O M M U N IT Y R E P R E S E N T IN G /A F FIL IA T IO N

DO YOU WANT

TE ST IFY
Y o r N

Jphn D. Ragan Fbks Seif Y
/^ndy Harrington Fbks Self Y
/Taber Rehbaum Fbks Y

1



S I T E :  FAIRBANKS LIO

C O M M IT T E E :  (S ) F I N

DATE: 3 / 1 7 / 0 4

S U B J E C T  O F  M E E T I N G :

B I L L  #  PF, POMV, CBR

U P D A T E  # :  2 04

P R I N T Y O U R  N A M E C O M M U N IT Y R E P R E S E N T IN G /A F FIL IA T IO N

DO YOU WANT

TE ST IFY
Y o r N

A/ber Rehbaum Fbks Self Y
1)wight Morris Fbks Self Y

Fbks Y



SENATE FINANCE COMMITTEE 
PUBLIC TESTIMONY 

S I G N - I N

S ta te  Senate Conference of A laskans Resolutions

o./Dept./Title:

V  " — ^  %

Subject/Bill No:
J ^  W ^ J \  j /

Phone:----------------------------------------

Address: 3 .7  ?_>•?"___________  Afr-t_____(f**-'- Zip:_

Do you wish to testify? \  Yes  No  Respond To Questions

\ / n A M E :  ( X J  (S ^V 'c L t A ,

Co./Dept./Title: 

Address:_______

Do you wish to testify?

NAME:

Co./Dept./Title: 

Address:_______

Do you wish to testify?

Subject/Bill No:

P hone:-------------

Z ip :------------------

Yes C| C U u d i a

Cr 155
Questions

Subject/Bill No:

3hone:-------------

Z ip :___________

Yes  No .Respond To Questions

NAME:

Co./Dept. /Title: 

Address:----------

Subject/Bill No:

Phone:-------------

Z ip :___________

Do you wish to testify? Yes No .Respond To Questions

SFC-04 - 1- 3/17/04



Governor is quick to subsidize, 
careful not to offend big business

Gov. Frank Murkowski is completely captured 
by big oil and big business. Not only is he afraid to 
offend them, he’s quick to subsidize them. As soon 
as taxing them is suggested, as in House Bill 441, 
he leaps to their defense and says we need to give 
them more incentives. (Like last year’s $50 million 
tax break for oil companies, which is a little more 
than he took from the longevity bonus).

Who’s in charge?
—  R o n  H a m m , e l l

_ 'kinday. February 8. 2QQ/1 Anchorage Dally News A l l C l l O V ( K f  Q



s i t e : Kenai

C O M M IT T E E :  Senate Finance 

D A T E :  3-17-04

Y O U R  N AM E C O M M U N ITY R E PR E SE N T IN G  / A F F IL IA T IO N

D O  Y O U  W A N T  
T O  T E S T I F Y ?

Y or N

Navarre Kenai Self Y

P a g e  1

I



s i t e : Off nets

COMMITTEE: SFIN  

DATE: 0 3 / 1 7 / 0 4



D

s i t e : FAIRBANKS LIO S U B J E C T  OF M E E T I N G :

C O M M I T T E E : ( S ) F IN B IL L # P F f POMV, CBR

DATE: 3 / 1 7 / 0 4 U P D A T E  # :  4

DO YOU WANT

P R I N T  Y O U R  N A M E C O M M U N IT Y  R E P R E S E N T IN G /A F FIL IA T IO N  T E ST IFY
X ___________________________________       Y o r N

'/Jeannette Grasto Fbks Self Y
v^usan Stitham Fbks Self Y
I/Judy Tolbert Fbks Self Y

•  •  •



S I T E :  ANCHORAGE

C O M M IT T E E :  S F IN

DATE: 3 - 1 7 - 0 4

S U B JE C T  O F M E E T IN G  o r  B I L L  #

P F  a n d  C B R

U P D A T E  # ;  3

P R I N T  Y O U R  N A M E C O M M U N IT Y R E P R E S E N T IN G /A F FIL IA T IO N

/(jarl Evertsbusch

DO YOU WANT

T E ST IFY  
Y o r N

/f^athy Fitzgerald
Anchorage Key Coalition

;rry McCutcheon
Anchorage Self
Anchorage Self

r̂ic Wohlforth Anchorage Self

kiddie Burke Anchorage Alaskan’s Just Say No
v ^^larie Lavigne Anchorage Self
\ROn Cowan
Z

Anchorage LTC Ombudsman
1/ Soren Wuerth
Vdtoselynn Cacy 
v^'lfodd Brown

Anchorage Alaskan’s Just Say No
Anchorage Self
Anchorage Self



S I T E :  ANCHORAGE S U B JE C T  O F M E E T IN G  o r  B I L L  #

« —
P F  a n d  C BR

C O M M IT T E E :  S F IN

U P D A T E  # :  4
DATE: 3 - 1 7 - 0 4

P R I N T  Y O U R  NAM E COM M UNITY REPRESENTING/AFFILIATION

DO YOU WANT

TE ST IFY  
Y o r N

V Eddie Burke Anchorage Alaskan’s Just Say No Y
i^oren Wuerth Anchorage Alaskan’s Just Say No Y
i^pselynn Cacy Anchorage Self Y
\/£odd Brown Anchorage Self Y
\/{jeorge Vakales Anchorage Anchorage Chamber Y
\/Francine Harbour Anchorage Self Y



a)  —

Co./Dept./Title:

Address 4G 14&

Do you wish to testify?

(T.U

NAME:

Co./Dcpt./Titlc: 

Address:_______

Subject/Bill No: 

Phone:

Zip

l l O I i e :  - W ^ . v  :  : — ---------------------------------

i p: j \ '( t — * /S ^C 2 /

Yes No .Respond To Questions

Subject/Bill No:

Phone:-------------

Z ip :___________

Do you wish to testify? Yes No .Respond To Questions

N A M E :---------------------

C o./D ept./T itle:----------

Address:---------------------

Do you wish to testify? Yes  No

Subject/Bill No:

Phone:------------

Z ip :___________

.Respond To Questions

NAME:

Co./Dcpl./Tille: 

A ddress-_______

Do you wish to testify? Yes  No

Subject/Bill No:

Phone:------------

Z ip :___________

.Respond To Questions

NAME:

Co./Dcpt./Titlc: 

Address:_______

Subject/Bill No:

P hone:------------

Z ip :-----------------

Do you wish to testify? Yes  No .Respond To Questions

SEC-04 -5- 3/17/04



JA M E : £  Q jfi I  f t ----- ^   ̂ ^  -------------------- Subject/Bill No:

C oTD ept./T itle:_____ ___________________________________  Phono: ( j .

Address:. $  W I T h i / ^ V v ) < A K f r  J u t y E W -  7jp- a £ t M

Do you wish to testify? A- Yes \ N o  Respond To Questions

N A M E :--------------------------------------------------------------------------------  Subject/Bill No:

Co./D cpt./T itlc:----------------------------------------------------------------------Phone:---------------

Address:--------------------------------------------------------------------------------  Z ip :-----------------

Do you wish to testify?  Yes  No  Respond To Questions

N A M E :-------------------------------------------------------------------------------- Subject/Bill No: --------

C o./D cpt./T itlc:---------------------------------------------------------------------  P hone:---------------------

Address:____________________________________________________ Z ip :---------------------------

Do you wish to testify?  . Y e s  No  Respond To Questions

N A M E :--------------------------------------------------------------------------------  Subject/Bill No: ------

C o./D cpt./T itle:--------------------------------------------------------------------- Phone:-----------------------

Address:--------------------------------------------------------------------------------  Z ip :-------------------------

Do you wish to testify?  Yes  No  Respond To Questions

N A M E :--------------------------------------------------------------------------------  Subject/Bill No: ------

C o./D ept./T itle:---------------------------------------------------------------------  Phone:---------------------

Address:____________________________________________________ Z ip:__________________

Do you wish to testify?  Yes  No  Respond To Questions

SFC-04 -4- 3/17/04



Finance Comm Meeting 3/17

S ubject: F inance C om m  M eeting  3/17 
D ate: Sat, 13 M ar 2004 18:34:50 -0900 

From : W illiam Hutm acher <chena2@ ak.nci> 
To: M indy_Ro\vland@ legis.state.ak.us

We w i l l  n o t  b e  a b l e  t o  a t t e n d  t h e  3 / 1 7  F i n a n c e  c o m m i t t e e  m e e t i n g ,  h o w e v e r  w e  
w o u l d  l i k e  t o  o f f e r  t h e  f o l l o w i n g  c o m m e n t s :

We a r e  d e f i n i t e l y  i n  f a v o r  o f  t h e  P e r c e n t  o f  M a r k e t  V a l u e  a p p r o a c h  f o r  t h e  
P e r m a n e n t  F u n d .

We b e l i e v e  t h a t  s o m e  o f  t h e  e a r n i n g s  o f  t h e  P e r m a n e n t  F u n d  s h o u l d  b e  u s e d  t o  
f u n d  d i v i d e n d s  AND g o v e r n m e n t  s e r v i c e s  s u c h  a s  e d u c a t i o n ,  p u b l i c  s a f e t y ,  
t r a n s p o r t a t i o n .  D i v i d e n d s  s h o u l d  a l s o  b e  c a p p e d  a t  a  s p e c i f i c  a m o u n t  s u c h  
a s  $ 1 , 5 0 0 .

We a l s o  b e l i e v e  t h a t  a  l i m i t e d  i n c o m e  t a x  s h o u l d  b e  r e i n s t a t e d  a s  p a r t  o f  
t h e  l o n g  t e r m  f i s c a l  p l a n .  We w e r e  h e r e  p r i o r  t o  1 9 8 0  w h e n  i t  w a s  i n  
e f f e c t .  T h i s  e n s u r e s  t h a t  r e s i d e n t s  a n d  n o n - r e s i d e n t s  c o n t r i b u t e  t o  t h e  
f u n d i n g  o f  e s s e n t i a l  s t a t e  s e r v i c e s .

We b e l i e v e  w e  m u s t  h a v e  a  l o n g  t e r m  f i s c a l  p l a n  b y  t h e  e n d  o f  t h i s  s e s s i o n .  
D O N 'T  p u t  i t  o f f  b e c a u s e  o i l  p r i c e s  h a p p e n  t o  b e  a t  a  h i g h  l e v e l .

Thank you,

B i l l  & R u t h  H u t m a c h e r  
1 6 1 3 0  B r i d g e w o o d  C i r c l e  
A n c h o r a g e  
3 4 4 - 1 0 1 4

•

3/15/2004 10:04 AM

mailto:chena2@ak.nci
mailto:vland@legis.state.ak.us


S I T E :  HOMER

C O M M IT T E E :  S F IN  

DATE: 3 - 1 7 - 0 4

S U B J E C T  O F  M E E T I N G :

D i s c u s s i o n  o n  P e r m a n e n t  F u n d  & CBR

U p d a t e  #

P R I N T  Y O U R  NAME COM M UNITY REPRESENTING/AFFILIATION

DO YOU WANT

T E ST IFY
Y o r N

Lynn Burkhardt Homer Self



s i t e : FAIRBANKS LIO S U B J E C T  O F  MEETING:

COMMITTEE: (S ) F IN B IL L #  POMV PF

DATE: 3/17/2004 J~ UPDATE #: 4

DO YOU WANT

P R I N T  YO UR NAM E COM M UNITY REPRESENTING/AFFILIATION T E ST IFY
Y or N

--Monte Shade Fbks Self Y
Jerry Brown Fbks Self Y

' Cheryl Keepers Fbks Self Y
' Carl Benson Fbks Self Y
t ̂ Margaret Russell Fbks Self Y
-iVancy Baker Fbks Self Y
^ a m  Bradley Fbks Self Y
"-Anna Plager Fbks Self Y

•  •  •



N A M E C O M M U N IT Y  R E P R E S E N T IN G /A F FIL IA T IO N  TE ST IFY

•  •  •



D O  Y O U  W A N T  
T O  T E S T I F Y ?

P R I N T Y O U R  N A M E C O M M U N IT Y  R E P R E S E N T IN G  /  A F F IL IA T IO N  Y or N

<fames E. Fisher Soldotna Self Y

P a g e  1



S I T E  : FAIRBANKS LIO

C O M M IT T E E :  (S) F IN

DATE: 3 / 1 7 / 2 0 0 4

S U B J E C T  O F  M E E T I N G

B I L L  #  P O M V  P F

( ^ U P D A T E '  # :  3

DO YOU WANT

P R I N T  YO U R NAM E COM M UNITY REPRESENTING/AFFILIATION TESTIFY
Y o r N

Yloute Shade Fbks Self Y
Jerry Brown Fbks Self Y
Cheryl Keepers Fbks Self Y
Carl Benson Fbks Self Y

.........



s i t e : Bethel LIO SUBJECT OF MEETING: PFD & CBR

COMMITTEE: SFIN Update: 1

D A T E  :3/17/04
' I ' Q D

P L E A S E  P R I N T :  DO YOU WANT
N A M E A D DRESS & Phone # R E P R E S E N T IN G  T O  T E ST IFY ?

✓_______________________________________  Y o r N
Dave T ra n th a m PO  Box 90 Bethel, A K  99559 Self Y

•  •  •



S I T E :  KETJHIKAN S U B J E C T  O F  M E E T I N G :  Budget

C O M M IT T E E :  S F IN B IL L #

DATE: 0 3 - 1 7 - 0 4  p ^ ] U P D A T E  # ; F i r s t

DO YOU WANT

P R I N T  Y O U R  NAM E COM M UNITY REPRESENTING/AFFILIATION T E ST IFY
Y o r N

Ed Zastrow Ktn AARP Yes

•  •  •



SITE :  ANCHORAGE S U B J E C T  O F  M E E T I N G  o r  B I L L  #
Discussion on Permanent Fund and
CBR

COMMITTEE: Senate Finance

DATE: 3 / 1 7 / 0 4
UPDATE #:1

DO YOU WANT

P R I N T  YOUR NAM E COM M UNITY REPRESENTING/AFFILIATION TESTIFY
Y o r N

Arliss Sturgulewski Anchorage Self Y

•  •  •



s i t e :  off net S U B J E C T  O F  M E E T I N G :

C O M M IT T E E :  S F IN B I L L #

DATE: 3 / 1 7 / 0 4  v O *  Q O p / V l U P D A T E  # : 2

P R I N T  YO UR NAM E COM M UNITY REPRESENTING/AFFILIATION

DO YOU WANT

T E ST IFY
Y o r N

Donald Anderson Anchorage Y
y ..............  1 -----
Raphael Miirran Hooper Bay Y
Janet Bifelt Mayor of Hughes Y



- - .

The Ecof/omist December 6th 2003
1 ’ ' '• - ' '

Rags to  riches

Can oil ever help the poor?

k o m £

It hasn’t in the past. Chad hopes to buck the trend

RURAL Chadians are unaccustom ed to 
handling large am ounts o f cash. Esso- 

Chad, a consortium  led  by ExxonM obil, 
w h ose  n ew  oil pipeline runs through this 
giant but largely em pty Saharan state, paid  
$4m to com pensate those w h ose  land had  
been spoiled  for farming, including $1,000  
for every m ango tree cut dow n. The farm­
ers squandered their w indfall. One cele­
brated by taking a bath in beer. Another 
left h is m ud hut and w ent to stay in a four- 
star hotel in the capital, Ndjam ena, for a 
rouple o f w eeks. Others took several more 
w ives. Som e invested w ise ly  in w indm ills  
or cattle, but m ost lost the lot. Traditional 
chiefs took a cut o f  about 10% from every  
farmer’s com pensation package.

This is the story o f  oil boom s in poor  
countries, writ sm all. The w orld’s m ost  
sought-after substance often curses the 
countries w here it is found. Those that 
were rich before they struck oil, such as 
Norway, have not been harmed, and the 
m ost oil-rich G ulf states are obviously  
wealthier because o f  oil. But in m any poor  
nations, a sudden influx o f oil m oney  has 
proven ruinous.

As w ith  those farmers in Chad, easy  
m oney underm ines the work ethic. Clever 
folk abandon productive work and start

hustling lor a share o f  the petrodollars. 
G overnm ents are corrupted, like those  
Chadian chiefs, as it is easier to steal un­
earned w ealth  than the sort that people  
have worked for.

Paradoxically, unearned  w ealth  tends 
to bust budgets. Everyone t hinks the coun­
try is richer than it really is, so  politicians 
spend a fortune on p o in tless prestige pro­
jects, and citizens clam our for handouts. 
This is h o w  Nigeria got its artificial capital 
city, and h o w  Saudi Arabia cam e to be sad­
dled w ith  more than 2 0 ,0 0 0  expensive  
princes. N one o f the extra spending is cut 
back during cyclical oil price slum ps, so the 
lucky petro-states end  up horribly in debt. 
Worst o f  all, oil fuels w ars (in Sudan, for ex­
am ple), by m aking control o f  the state a 
prize lucrative enough  to kill for.

Africa is on the verge o f an unprece­
dented oil bonanza: a handfu l o f  states are 
expected to receive $200  b illion  in the next 
decade. To avert disaster, w ays need  to be 
found to ensure that the m on ey  is spent 
w isely . It is in Chad, Africa’s new est oil- 
producer and one o f  its poorest, that the 
boldest experim ent is taking place.

Over the past three years, EssoChad  
has transformed acres o f  farm land into a 
constellation o f  oil w e lls  and high-voltage

1 , si
5 > / W / c > 4

pow er lines. Oil has started to flow  
through a 1,070km  (665-mile) p ipeline that 
links this landlocked desert state to the sea  
v ia  Cam eroon. Over the next 25 years 
Chad is expected  to m ake $8om  a year 
from oil, a 50% boost to its tiny budget. On 
N ovem ber 26th, the governm ent got the  
cheque for its first sh ipm ent o f crude.

But the m on ey  com es w ith  ethical 
strings attached. Under pressure from the 
World Bank, Chad has set up an in d ep en ­
dent w atchdog that w ill scrutinise h o w  
the governm ent spends its oil booty . The 
Revenue Oversight C om m ittee, as it is 
kn ow n , has rejected m ore than h a lf the 
governm ent contracts it has screened, and  
is insisting on  op en  bidding.

The com m ittee has w eaknesses: it is 
understaffed, w ith  only  four full-timers 
and just five days to size up each contract. 
Its scrutiny slow s an already ted ious and  
m ostly  m anual process for disbursing  
funds. Arguably, Chad need s the m oney  
fast. Though nearly tw ice the size o f Texas, 
it has only 550km  o f paved roads. Infra­
structure has been  ground d ow n  by three 
decades o f  civil war. N djam ena’s only  
pow er station could barely light five office 
buildings in  W ashington. But w ith ou t  
transparency, the m on ey  w ill be wasted.

Oil is capital-intensive but not labour- 
intensive, so  few  o f  C had’s 9m  peop le  can 
benefit directly. At m ost, 3,500 w ere em ­
ployed  in building the p ipeline and other 
facilities, and som e com plain that they  
had to bribe em ploym ent agents to be 
hired. With the oil n o w  flow ing, the Chad­
ian workforce is d ow n  to just over 1,000.

Car dealers and private security firms 
have profited from the arrival o f w ell-paid ►► 
S t r i  C o - f e d

I ^  ^
► expatriates. So have traders, w ho ha\

quadrupled prices for chicken, cocoa but­
ter, fish and m eat. A shanty tow n has 
sprung up outside Kome 5, the main oil 
plant, n ickn am ed  “Atten”, after the French 
for “w ait”, b ecau se  p eop le  go there to w ait 
for w ork. Som e p eo p le  have rebaptised it 
“Satan”, b ecau se  o f  its plentiful bars and  
A m s-spread ing brothels.

The C hadians’ best hope is that their 
w atchdog w ill  bite. H alf its m em bers have 
no ties to  governm ent, w h ich  is cheering. 
Already, it h as b een  alerted to a discrep­
ancy b e tw een  the am ount o f  oil pum ped  
and the am ou n t sh ipped . This is w orrying,, 
but the fact that such sensitive informatiorV 
has been  m ad e public augurs well. /  

C had’s case m ay be exceptional. D o­
nors could  lean  o n  it because it w as broke. 
As m o n ey  starts flow ing in  from n ew  oil 
fields, som e o f  w h ich  w ill not fall undeJ 
the probing eye o f  the com m ittee, the gov­
ernm ent m ay  feel em pow ered to ignore 
nagging foreigners. D o-gooding lobbies in 
Europe and A m erica are cam paigning for 
oil firms to “publish  w h at they pay” to gov­
ernm ents in  poor countries, but the firms 
fear that if  th ey  insist on transparency, 
governm ents w ill sim ply sw itch to less 
scrupulous drillers. And even if they do 
open  up, that m ay not stop politicians 
from looting . The on ly  difference m ay be 
that p eop le  w ill k n ow  m ore accurately 
h o w  m uch is stolen. ■



Testimony for Finance Committee

Subject: Testim ony tor Finance Committee 
Date: Sal, 13 M ar 2004 16:27:46 -0800 (PST)

From: Jim r <papa42dudes@ yahoo.com>
To: Mindy_Rovvland@legis.stale.ak.us 
CC: Senator_Con_Bunde@ Legis.state.ak.us

Mindy, Pis provide a copy of this msg to all members 
of the Senate Finance Committee.

Implement Spending Limit: OF COURSE!

Constitutional Guarantee Of Dividend: If it goes in
the constitution it should state that proceeds from 
the Permanent Fund should first go to running the 
state, second to dividends, AND any year that 
dividends are paid the state shall not collect an 
income tax. If there is enough money for a dividend, 
then there is no need for income tax to be collected.

Allow For Some Limited Use Of Surplus Earnings Of The 
Fund: OF COURSE - as long as there is a tax 
cap/spending limit in the constitution.

Sv/itch to POMV: YES

Jim Ricks, Eagle River, AK

Do you Yahoo!?
Yahoo! Mail - More reliable, more storage, less spam 
http://mai1.yahoo.com

I ol I 1/15/2004 10:04 AM

mailto:papa42dudes@yahoo.com
mailto:Mindy_Rovvland@legis.stale.ak.us
mailto:Senator_Con_Bunde@Legis.state.ak.us
http://mai1.yahoo.com


Finance Comm Meeting 3/17

S ubject: F inance C om m  M eeting 3/17 
D ate: Sat, 13 M ar 2004 18:34:50 -0900 

F rom : W illiam Hutmacher <chena2@ ak.net> 
To: Mincly_Rowland@legis.slaic.ak.us

We w i l l  n o t  b e  a b l e  t o  a t t e n d  t h e  3 / 1 7  F i n a n c e  c o m m i t t e e  m e e t i n g ,  h o w e v e r  w e  
w o u l d  l i k e  t o  o f f e r  t h e  f o l l o w i n g  c o m m e n t s :

We a r e  d e f i n i t e l y  i n  f a v o r  o f  t h e  P e r c e n t  o f  M a r k e t  V a l u e  a p p r o a c h  f o r  t h e  
P e r m a n e n t  F u n d .

We b e l i e v e  t h a t  s o m e  o f  t h e  e a r n i n g s  o f  t h e  P e r m a n e n t  F u n d  s h o u l d  b e  u s e d  t o  
f u n d  d i v i d e n d s  AND g o v e r n m e n t  s e r v i c e s  s u c h  a s  e d u c a t i o n ,  p u b l i c  s a f e t y ,  
t r a n s p o r t a t i o n .  D i v i d e n d s  s h o u l d  a l s o  b e  c a p p e d  a t  a  s p e c i f i c  a m o u n t  s u c h  
a s  $ 1 , 5 0 0 .

We a l s o  b e l i e v e  t h a t  a  l i m i t e d  i n c o m e  t a x  s h o u l d  b e  r e i n s t a t e d  a s  p a r t  o f  
t h e  l o n g  t e r m  f i s c a l  p l a n .  We w e r e  h e r e  p r i o r  t o  1 9 8 0  w h e n  i t  w a s  i n  
e f f e c t .  T h i s  e n s u r e s  t h a t  r e s i d e n t s  a n d  n o n - r e s i d e n t s  c o n t r i b u t e  t o  t h e  
f u n d i n g  o f  e s s e n t i a l  s t a t e  s e r v i c e s .

We b e l i e v e  w e  m u s t  h a v e  a  l o n g  t e r m  f i s c a l  p l a n  b y  t h e  e n d  o f  t h i s  s e s s i o n .  
D O N 'T  p u t  i t  o f f  b e c a u s e  o i l  p r i c e s  h a p p e n  t o  b e  a t  a  h i g h  l e v e l .

T h a n k  y o u ,

B i l l  & P . u t h  H u t m a c h e r  
1 6 1 3 0  B r i d g e w o o d  C i r c l e  
A n c h o r a g e  
3 4 4 - 1 0 1 4

•
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Fw: Fiscal Gap

Subject: Fw: F iscal G ap
D ate: Fri, 12 M ar 2004 13:18:11 -0900 

F rom : Jerry and Janet George <jgcorge@ ak.net> 
To: M indy_Rowland@ legis.stale.ak.us

Here is the message I sent my Senator. It should go to every legislator on your committee.

YOU SHOULD NOT COME HOME UNTIL YOU SOLVE THE FiSCAL GAP PROBLEM

NO to guarantee the dividend in the constitution 
YES to % of market value
YES io using a % of permanent fund for state government
YES io an income tax that considers the effect on seniors and not tax their retirement after taking away longevity 
bonus
YES to a lump sum school tax taken from everyone's first paycheck 
YES to raising the fuel tax by 23-30 cents a gallon for highways 
YES to tobacco tax increase 
YES to alcohol tax increase

Jerry & Janet George 
3640 Dora Ave.
Anchorage, AK 99516 
(907) 345-1841 (Home)
(907) 223-5656 (Cell) 
igconte@ ak.net
—  Original Message......
From: Jerry and Janet George 
To: Con Bunde
Sent: Friday, March 12, 2004 1:10 PM 
Subject: Fiscal Gap

I have several friends that served on the committee of 55 in Fairbanks. I followed that conference on radio and 
debriefed with a couple folks who were there. I have also watched the legislature fumble for the last few years and it 
looks like they are about to fail again to come up with a solution. YOU SHOULD NOT COME HOME UNTIL YOU 
HAVE RESOLVED THIS MATTER IN SOME FASHION. To delay another session would be nonfeasance of office 
and dereliction of duty.

Here is my VOTE

• Do not guarantee the permanent fund dividend in the constitution. That is forever. A thousand years? We 
have to look at what happened in 1964 when we had the earthquake or in 1967 when we had the flood in the 
interior. We need to be able to react to emergencies no matter what.

• I agree with the percent of market value approach.
• A spending limit is an admission of failure by the legislature to do their job. If little Janie needs an operation to 

save her life, do you say sorry it is not in the budget? Or do you cancel the family vacation and get her the 
operation? It is your job every year to create a budget and you should have the flexibility to continue to do that 
each year as times and needs change.

• The permanent fund should be used sparingly to meet the needs of Alaskans. But it should be used.
• I would favor a "school tax" like we use to have in the good old days before oil money. I understand the 

constitutional prohibition against dedicated funds, but we have to believe that the legislature will always 
appropriate more for education than the tax brings in. There are ways to make it work. The International 
Airport Revenue Fund works because you reappropriate the fund each year. The school tax should be S100 or 
greater and come out the first paycheck of tho year. It worked for years in territorial days - it can work again.

• Raise the fuel tax to fund the highways. It is a fair user tax. Alaska has the lowest fuel tax in the nation. A 25

I of 2 3/12/2004 1:43 I'M

mailto:jgcorge@ak.net
mailto:Mindy_Rowland@legis.stale.ak.us
mailto:igconte@ak.net


Fw: Fiscal Gap

or 30 cent per gallon increase is warranted.
• Consider the elders in any income tax program. I retired and am getting too old to go back to work to make up 

'or what you take away. For example, no more longevity bonus. What if we loose the permanent fund 
dividend, the property tax break for seniors, and then you start taxing our retirement check? Add to that when 
you do impose an income tax, every union is going to ask for raises and the cost of goods and services will 
rise to cover the cost. It comes right back out of our pockets again. I retired based on certain rules in effect at 
the time. Keep taking more away and you will have to increase welfare to take care of those of us who could 
have made it if you hadn't taxed us into the poor farm. I agree with an income tax, but consider its effect on 
senio s who are already retired. Like exempt retirement income.

But I am afraid that if you do not figure this out we will have another 1986. My house will lose value and it represents 
a large amount of our net worth. We need the value to stay up so it will pay for our years in a retirement home. We 
are thinking we should soil now and get out before the bottom drops out. I have lived here almost my entire life and I 
do not want to leave Alaska but I have no faith that the legislature can keep the bottom from dropping out of our 
economy.

DO SOMETHING. But do not delay this another year. Give those of us who have few options the opportunity to sell 
out and leave while we still can. Or give us the peace of mind that you have a solution. JUST DO IT.

Jer y& Janet George 
3640 Dora Ave.
Anchorage, AK 99516 
(907) 345-1841 (Home)
(907) 223-5656 (Cell) 
iQeorge@ak.net
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Testimony regarding Conference of Alaskans

Subject: Testim ony regarding Conference o f Alaskans 
Date: Fri, 12 M ar 2004 13:14:17 -0900 

From: "Carman, John" <JCarm an@ hom estalem tg.com >
To: '"Mindy_RovvIand@legis.state.ak.us"' <M indy_Rovvland@ legis.state.ak.us>

I would like to make this email a part of the public testimony that is scheduled for March 17th.

I was married in Anchorage in August 1970 - 1 finished my last year of College that year and moved permanently to 
Alaska in 1971. Other than 5 years to go to Graduate school I have lived in Alaska ever since. I remember quite 
well all of the discussion and the reasons I voted for the Permanent fund. In my mind the reasons were quite clear.

The state had too much money we wanted to limit the amount we were spending each year

The Oil was a depleting resource and we wanted to transform that wealth into a fund that WOULD BE ABLE TO 
FUND NECESSARY STATE SERVICES WHEN THE OIL RAN OUT.

It is a little crazy to now say that this fund, that was created for this purpose, will not be used for it's intended purpose 
because it is "the peoples money". I have heard everyone's definition of "fair". And the bottom line always seems to 
be that it is fair if we take more of the money form you and not fair if you take it from me. How can anyone say that it 
is more "fair" to take the money from an Alaskan that has worked here for 30 years - but not take it from a 2 year old 
whose parents moved here last year. The Hammond plan reminds me of those that complained that they didn't get 
anything from an income tax reduction because they didn't pay any taxes to begin with. It is crazy to want a 
reduction to below -0-.

This is state money derived from the sale of state assets - it should be used first and foremost to pay for state 
government. If there is any left over distribute it. If there is not enough tax us. But don't take from one group and 
give to another. Your job should be to make sure that money is spent wisely - not to redistribute income among 
Alaskan's.

A percent of market value is a good plan if it doesn't tie up the plan and memorialize the PFD any more than it
already is. If Hammond wants everyone to "feel the pain" to somehow limit state government then have the PFD
state each year

1) This is 5% of earnings

2) This amount went to fund state government

3) This is what is left to distribute to you

Thank you for your patience.

I of 2 3/12/2004 1:42 I»M

mailto:JCarman@homestalemtg.com
mailto:Mindy_Rovvland@legis.state.ak.us
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John Carman 

Homestate Mortgage

"The information contained in this email (including any attachments) is confidential and may be privileged. If 
you are not the intended recipient of this email, do not read, retain, copy, distribute, or disclose the content 
of this email. If you have received this email in error, please advise us by return email. Thank you."
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Testimony Tor all Finance Committee Members

S ubject: T estim ony fo r all F inance C om m ittee M em bers 
D ate: Thu, 18 M ar 2004 08:31:20 -0900 

F rom : Shirley & Chuck Coulson <coulsons@ gci.net> 
To: M indy_Rowland@ legis.state.ak.us

Dear All,

My name is Lindsey Coulson and I am a sixth grader at Bear Valley Elementary. Please give my school district 
the money it needs for next year. I am concerned that when I go to Goldenview Middle School I won’t have the 
opportunities to try new things like my brother and sister had. By taking away one elective it is like taking away a 
chance to learn something new and it seems by doing that the school district doesn’t care about us learning new 
things before high school. I would be very angry if this is what will happen. I have listened to my older brother and 
sister talk about the really great teacners at Goldenview and I don't want them laid off from their jobs. Please take 
my opinion into consideration because I know this is how some of my other fellow classmates feel.

From,

Lindsey Coulson

3/1S/2004 8:56 AM
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Department Of Labor and Workforce Development

OFFICE OF THE COMMISSIONER

March 22, 2004

F R A N K  H . M U R K O W S K I, G O V E R N O R

P. O. Box 21149 
Juneau, AK 99802-1149 
Phone: (907)465-2700 
Fax: (907)465-2784

%
The H onorable Lyda Green 
Alaska State Legislature 
State Capitol, Rm. 516 
Juneau, AK 99801-1182

The Honorable G ary W ilken 
Alaska State Legislature 
State Capitol, Rm. 518 
Juneau, AK 99801-1182

Dear Senators Green and W ilken,

On March 18, 2004, two of our Research and Analysis staff, Chris M iller and Neal Fried, 
testified before the Senate Finance Committee. They presented an overview  of current and 
historical econom ic conditions in Alaska. During their testimony, several com m ittee members 
requested additional population and economic information.

The attached docum ent addresses the questions that were raised relating to the working 
age population o f Alaska, nonresidents working in Alaska, household size, em ployment trends, 
gross state product, fisheries employment and the importance o f governm ent employment in 
Alaska. If you have additional questions relating to these or other issues, feel free to contact me.

Greg OlClaray 
Coriimissioner

Enclosure
cc: Chris M iller, Chief, Research and Analysis
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Responses to questions posed to 
A laska D epa r tm en t of L abo r and  W orkforce Development, Research and 

Analysis a t the Senate F inance Committee H earing  on M a rch  18, 2004

M arch  22, 2004
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VVhat percent o f Alaskans are in the working age population now, and how many are 
projected to be in the working age population in 2015?

In 2002, the percent o f A laska’s total population of working age (age 16-64) was 67.1%. 
Based on our most recent population projections, the percent of A laska’s total population 
in 2015 that will be of working age will be 63.2%.

AiJO

Alaska 2002 and Projected 2015 
Working Age and Male/Female

Male Thousand Female
2015—  2002 c 
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W hat is the num ber o f persons per household in Alaska and how has it changed over the 
years?

The persons per household in Alaska has declined ab o ... 0.1 persons per decade from 
1980-2000.

Persons per Household 
Alaska and US 1980-2000

Alaska US
1980 2.93 2.76
1990 2.80 2.63
2000 2.74 2.62

Source: US Bureau of Census Bureau



W hat percent o f Alaska wages were paid to nonresident workers in 2002?
About 11 percent of wages (in private sector, state and local government wage and salary 
jobs) were paid to nonresident workers in 2002.

R es id en t and N o n res id en t W ages and P ercent N o n res id en t
Alaska 1992-2002
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Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section.

How has the percentage of nonresident workers and wages changed in Alaska over the last 
several years?

Both the percentage of nonresident workers and wages have declined since the early 
1990’s. In 2002, we estimate that 18.2 percent o f all workers em ployed in private sector, 
state and local government were nonresidents of Alaska.
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How many nonresident workers are employed seasonally in Alaska and what percentage o f  
nonresident earnings go to seasonal workers?

More than half of nonresident earnings were paid to workers em ployed in all four 
quarters of 2002. About one third of all nonresident workers were em ployed in only one 
calendar quarter of 2002. Nonresident workers earned an average o f $16,007 in 2002 
while resident workers earned an average of $2S, 157.

Total Workers and Wages by Residency and Quarters Worked
Alaska 2002

Nonresident
AK Quarters Worked Number Avg. Wages Total Wages
1 23,203 3,818 88,598,362
2 21,798 9,765 212,851,428
3 11,658 18,989 221,375,141
4 11,313 49,959 565,185,645
Total 67,972 516,007 51.088.010,577

Resident
AK Quarters Worked Number Avg. Wages Total Wages
1 27,387 2,340 64,092,089
2 37,452 6,993 261,912,606
3 40,846 14,677 599,480,573
4 200,838 38,365 7,705,247,564
Total 306,523 528,157 58,630,732,832
Source: Alaska Dept, ol Labor and Workforce Development, Research and Analysis

W hat has been the trend for average wages and average em ploym ent in Alaska since 1980? 
Alaska has added jobs for sixteen consecutive years (1988-2003) at an average rate of 
about 2.7% a year. Real wages have fallen from a high point in 1983, but have increased 
slightly since 1996.

Employment and Average Earnings 
Alaska 1980-2002
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VVhat percent o f A laska’s Gross State Product is driven by oil prices?
In 2001, approxim ately 17 percent of A laska’s gross state product was associated with 
the oil industry. Total oil industry gross product is directly associated with the price and 
production o f oil.

Alaska Gross State Product- 1980 to 2001 
Total, Oil Industry Product and Percent Oil 
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IIow many workers are employed in the fishing industry, including seafood harvesting?
In 2002 a preliminary estimate of 45,100 persons were involved in harvesting Alaska 
managed fisheries or seafood processing.

What percent of the A laska economy is based upon fisheries?
In 2002 the seafood industry accounted for approxim ately 7 percent of Alaska wages and 
salaries.

Gross Fisheries Earnings & Seafood Processing Wages 
as % Total State Wages + Fisheries Earnings
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How many workers are employed in state, local, and federal governm ent (military and 
civilian) in Alaska?

Total government employment (including military) has grown from about 89,000 in 1985 
to 99,500 in 2002. Federal government employment has declined during that period, 
while stale government has added 3,600 jobs and local governm ent 11,500 new workers.

State, Local, Military and Federal Civilian Govt. Employment 
Alaska 1985-2003

Thousands
120 ; -

■  State □  Local c  Military □  Fed. Civilian

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section
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