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Alaska Legislature 
House Special Committee on Energy 

Rep. Charisse Millett 
State Capitol Building. Room 412 
Juneau. AK 99801 
Phone (907) 465-3879 
Fax (907) 465-2069 

Rep Chari sse- Millett@legis.state.ak.us 

Rep. Bryce Edgmon 
State Capitol Building. Room 416 
Juneau. AK 99801 

Phone (907) 465-4451 
Fax (907) 465-3445 

Reo Bryce Edgmon@lcgis.state.ak.us 

House Bill 196: Alternative Energy Revolving Loan Fund 

SPONSOR'S INTENT 

HB 196 amends the Alternati ve Energy Revol ving Loan Fund in order to provide another tool for 
Alaskans to use in battling volatile fuel costs. 

This fund was established in 1978 to make loans of up to $30,000 to individual Alaskans for 
energy production through small-scale wind, hydroelectric, solar-voltaic, and other alternative 
systems. 

In 1990, the program was mothballed with an amendment that swept any unexpended and 
unobligated cash in the fund into the general fund at the end of every fiscal year. Lacking annual 
appropriations from the Legislature, the program has been essentially dormant. 

HB 196 eliminates the "sweep" provision, replacing it with a requirement that principal and 
interest payments and other income earned by the fund stay in the fund. This means that should 
the Alternative Energy Revolving Loan Fund be capitalized, it will grow. 

The bill also will allow sources in addition to appropriations from the Legislature to capitalize the 
fund. These can include gifts, bequests, or contributions. 

Other aspects of the legislation update the loan fund to reflect current policies in the Division of 
Investments. These include matters concerning collateral and the sale or transfer of mortgages. 

The bill also acknowledges the recent development of clean-burning, high-efficiency wood pellet 
stoves. adding them to a listing of systems permitted for loans under the program in the 
Definitions section. 

We in Alaska must use every means at our disposal to find permanent solutions to high energy 
costs. Some of those solutions call for large-scale energy projects requiring many years to 
develop. But we should not discount the cumulative potential of smaller-scale efforts. HB 196 
will enable many individual Alaskans to make lasting investments that will help bring their 
energy costs to acceptable levels soon. 

lUll 1'1'I"si(ll/: ~(j-I.S()75-1\1? 
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House Special Committee on Energy 

Rep. Charisse Millett 
Slale Capilol Building, Room 412 
Juneau, AK 99801 
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Sectional Analysis 

Rep. Bryce Edgmon 
State Capilol Building, Room 416 
Juneau, AK 9980 I 
Phone (907) 465-4451 
Fax (907) 465-3445 
Rep Bryce Edgmon@legis.state.ak.us 

House Bill 196: Alternative Energy Revolving Loan Fund 

Section 1 

Adds language allowing a variety of capitalization sources for the Alternative Energy 
Revolving Loan Fund. 

Also stipulates that principal and interest payments and other income on loans or 
investments in the fund become part of the fund. 

• Section 2 

• 
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Adds a new subsection that requires a loan be secured on the real property to be improved 
and on a first lien on the improvements financed under the loan fund. 

States that the interest rate will be set between 5% and 8%, declares how the specific rate 
will be calculated in relation to the bank prime rate, and describes the length of time that 
rate rcmains in effect. 

Section 3 

Adds high efficiency wood pellet stoves to the program's dcfinitions of "alternative 
energy system." 

Section .. 

Repcals the sweep provision from thc cun'cnt rcvolving loan fund statute; Repcals the 
CUlTent loan ratcs, which are 5% for thc first $15,000 and 15% for sums abovc that 
amount; and Rcpeals the transfcrs or sales of mortgages and notcs. 

Section 5 

Sets an immcdiate clTectivc datc. 

I.repared hy III" 1I(I[(."c Special Cmlllllilft'l' Oil 1:'lIergy. /Jill lIe/sioll: 26-LSIJ75N? 
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OFFERED IN THE HOUSE 

TO: HB 196 

Page I, line 12: 

2 Delete "first" 

L 

AMENDMENT I 

26-LS0754\R.1 
Kane 

3/31109 

BY REPRESENTATIVE EDGMON 

-1-
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AMENDMENT 

26-LS0754IR.2 
Kane. 

3/31109 

OFFERED IN THE HOUSE 

TO: HB 196 

BY REPRESENTATIVE EDGMON 

Page I, following line 9: 

2 Insert a new bill section to read: 

3 ,,* Sec. 2. AS 45.88.020(a) is amended to read: 

4 (a) The department may 

5 (I) make loans for the purchase, construction, and installation of 

6 alternative energy systems that are located in the state; 

7 

8 

9 

10 

II 

12 

(2) adopt regulations necessary to carry out the provisions of 

AS 45.88.010 - 45.88.090, including regulations to establish reasonable fees for 

services provided and charges for collecting the fees; 

(3) collect the fees and collection charges established under this 

subsection. " 

13 Renumber the following bill sections accordingly. 

L -1-
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FISCAL NOTE 

STATE OF ALASKA Fiscal Note Number: 

2009 LEGISLATIVE SESSION Bill Version: HB 196 
o Publish Date: 

.,;ld~e7':n!!!ti!!!fie"r->.(fi"lle=na",m.!.:e"')'i:H-=B:::1c::9i':6-:oCi!:E;!:D=-1~N:::V.;;-0c:3:::-2~6~-0:::9~."...,======:::-;=;-_ Dept Affecle::;d"-: ___ .!Dc::C~C~E:;!D~-,.,-___ _ 
Title An act relating to the alternative energy revolving loan fund; RDU Investments 
",== ___ .!:a~n~d..tp"ro","v!!i","dl~·n:llg-,f7or;,a",n~e",ffe"c:::t!!iV~e.;.d;a::tee,.==_-.== ______ Component _____ !:In!!v:!:e2.st!!.m'''e'"n.!!t2.s ____ _ 
Sponsor House Special Committee on Energy 
Requester _____ --'H"o:.:u:.::s"e..:S"p:.:e:.:c:::ia"I..::C:.:o::;m"'m=itt:.::e"e..:o::.n:.,;E:::n'"e:::r .. gLy _____ Component Number 383 

Expenditures/Revenues (Thousands of Dollars) 

Note' Amounts do not include inflation unless otherwise noted below 

Appropriation 
Required Information 

OPERATING EXPENDITURES FY 2010 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous 

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 

'CAPITAL EXPENDITURES , , , , , , , 
lCHANGE IN REVENUES I I I , , r T , 
FUND SOURCE (Thousands of Dollars) 
1002 Federal Receipts 
1003 GF Match 
1004 GF 
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type--Do not abbreviate) 0.0 

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 

Estimate of any current year (FY2009) cost: 0.0 

POSITIONS 
Full-time 0.0 0.0 0.0 0.0 0.0 0.0 
Part-time 
T erTlflorarv 

ANALYSIS: (Attach a seDarate oaae if necessarY) 
This bill proposes several changes to the Alternative Energy Revolving Loan Fund. 

This fund was created in 1978 and was active until FY87 when the Legislature removed funding. In 1990, the Legislature inserted 
language into the statute that required all cash remaining in the fund at the end of each fiscal year be transferred to the General 
Fund. 

The changes included in this bill would allow the program to receive funding and retain repayments, as well as other earnings 
generated by the fund. The bill also adds collateral requirements, amends the interest rate to be charged on loans made under the 
program, and amends the types of systems thai quality to include high efficiency wood pellet stoves. 
(Continued below.) 

Prepared by: -=G::.r:::eg"-,W.:.:i:.:n:;e"ga",r,-,.-_~=-...,.--,-,,.-___ -=-__ -,,---=-=_--::,.-___ _ 
Division Division of Investments. Dept of Commerce, Community, & Econ. Dev. 

Approved by: Emil Nolli,.Commissioner 
Department of Commerce, Community and Economic Development 

IRe'me-d 9/;l)i2oca 01.18) 

Phone 465-2510 
DalefTime 3/26/09 -<1:00pm 

Dale 3/26/2009 

Page 1 of 2 

0.0 , 
1 

0.0 

0.0 
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ANALYSIS CONTINUATION 

Because this fund woutd need to be capitalized prior to new loans being made, no additional operating 
expenditures are requested. If the fund is capitalized and the demand for these loans becomes significant, 
additional operating expenditures may be requested in the future from the earnings of the loan fund. 

Page 2 of 2 
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Memorandum ~ 
TO: Representative Bryce Edg~o 
FROM: Patricia Young, Manager ' 

RE: Amendments to the Alter tiv Energy Revolving loan Fund 
LRS Report 09.211 

March 25, 2009 

You asked about statutory changes to the alternative energy revolving loan fund established in AS § 45,88.010, SpeCifically, 
you asked about the rational for and the point at which the legislature added the following subsection: 

(c) On June 30 of each fiscal year the unexpended and unobligated cash balance of the fund that is 
attributable to loans owned by the fund lapses into the general fund. 

The language was absent from the statutory provisions relating to the fund until the enactment of SCS CSHB 85 (Rls) am S 

which became chapter 36 SLA 1990. House Bill 85 was introduced at the request of Governor Steve Cowper to standardize 
accounting practices in a wide range of state agencies that collected program receipts. The act incorporated a similar 
requirement into the statutory provisions of a number of programs. The substance of Governor Cowper's transmittal letter, 
dated January 13, 1989, reads as follows: 

Under the authority of art. III, sec. 18, of the Alaska Constitution, I am transmitting a bill that makes 
changes in existing law to clarify the status of and accounting for money received for goods and services 
provided by state agencies. 

The purpose of the bill is the same as that of ch. 138, SLA 1986: namely, to expressly authorize setting 
and receiving fees and other charges by state agencies for the performance of functions prescribed by law. As 
with ch, 138, SLA 1986, this bill includes provisions requiring separate accounting for these program receipts 
and provisions suggesting legislative appropriation to the respective programs that produced the receipts. 
This bill attempts to include the amendments that ch. 138, SLA 1986 missed, and it removes an ambiguity in 
that Act's amendment of AS 37.1O.050(a), making certain that fee regulations meet the same standards as 
those prescribed by the Alaska Administrative Procedure Act for other regulations. 

Perhaps the most significant provisions of this bill are in secs. 1 and 132. Section 1 defines "program 
receipts" as "fees, charges, income earned on assets, and other state money received by a state agency in 
connection with the performance of its functions" and identifies those receipts that are not general fund 
program receipts. 

Section 132 is a "grandfather clause" that protects from any unintentional invalidation fees charged by 
agencies under regulations that were adopted before July 1, 1987, notwithstanding the 1986 amendments of 
A5 37.1O.050(a) which took effect July 1, 1987. 

The remaining sections of the bill either (1) expressly authorize the assessment of fees or the provision of 
services already impliedly authorized by existing law; or (2) prescribe a method of accounting for and using 
money generated by state programs. 

This bill has an immediate effective date, to achieve consistency with ch. 138, SLA 1986's amendments as 
soon as possible. 

The amendments set out in this bill will make clear the permissible handling of program receipts, 
Although my Administration believes that the most appropriate use of program receipts is for the expenses 
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of the activities that earned them, it is within the legislature's discretion to determine the purpose for 
which those program receipts may be spent. The power of the legislature to appropriate program receipts 
is no different from its power to appropriate other money in the general fund.' 

Although the wording in the original version of the bill was not exactly as it now appears, the concept was intact. The 
sectional analysis that accompanied the governor's transmittal letter described the provisions relating to the alternative 
energy revolving loan fund (AS § 45.88.010 - A5 § 45.88.090) as follows: 

Enables the Department (1) to establish loan servicing fees and set them by regulation, and (2) to use money 
in the Alternative Energy Loan Fund to carry out administration of the fund. Requires the Department to 
deposit all fee and collection charges in the general fund to be treated as general fund program receipts.2 

Through the same act, similar, standardized language was included in the statutes related to a number of other fund 
programs. The 1990 act added similar language to the Alaska World War" veteran's revolving fund, the mining loan fund, the 
child care facility revolving loan fund, the residential energy conservation fund, the historical district revolving loan fund, and 
the rural electrification revolving loan fund. 

In a 1982 opinion, the attorney general discussed the issue of the dedicated funds clause in the state constitution. The 
opinion specifically addressed the applicability of the dedicated funds clause to interest income that is returned to specific 
funds. The attorney general acknowledged that there were arguments to be made on both sides of the question but noted 
as follows: 

A difficulty that arises from the view that the dedicated funds prohibition is not applicable to interest or 
investment income on separate funds is that it permits steadily increasing amounts of money to be received 
and used by state departments and agencies without legislative control through the annual budget process. 
This is precisely the problem posed by the dedication of revenue sources which the drafters sought to avoid. 
For this reason, while we are not certain about the likely outcome, we doubt that a blanket exception for 
derivative income would be approved by the courts.' 

As you may know, prior to around 1993, committee minutes may be relatively sparse. Our review of minutes associated with 
HB 85 reveal no discussion of the alternative energy revolving loan fund-or any other particular loan or other state program. 
We believe it likely that the inclusion of the language-requiring that unexpended and unobligated money that is attributable 
to loans owned by the fund lapses into the general fund on June 30th of each fiscal year-was related to the constitutional 
prohibition against the dedication of funds (Article IX, Section 7), the need for clear fiscal accounting, and an interest in 
retaining control of state revenue through the process of annual appropriations,4 

We hope this is helpfur. Please let us know if you have questions or need additional information. 

; House Journal, 161~ Legislature, January 13, 1989, p. 90; emphasis added. 

] House Journal Supplement, No.2, January 13, 1989, p. 12. 

l Opinion of the Alaska Attorney General, November 30, 1982. We include a copy of this opinion as Attachment A. 

~ Attachment B includes pi'lges from Gordon Harrison's Alaska's Constitution: A Citizen's Guide, 41~ Edition that are pertinent to the dedicated 
of fl.:nds prohibition. 

LEe/Sf ... l "J"f~'{;" RESf:iIROI SUWIO:"S .. "- ........... - .. _ .. __ ... _ ... " ... _-
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Chapter 45.88. ENERGY LOAN AND GRANT PROGRAMS 

Alticle 01. ALTERNATIVE ENERGY REVOLVING LOAN FUND 

Sec. 45.88.010. Fund established. 
(a) There is established in the Department of Commerce, Community, and 

Economic Development the alternative energy revolving loan fund to CatTY out the 
purposes of AS 45.88.010 - 45.88.090. Loans made under AS 45.88.010 - 45.88.090 are 
to be used to develop means of energy production utilizing energy sources other than 
fossil or nuclear fuel, including, but not limited to, windmills, water and solar energy 
devices. 

(b) Money in the fund may be used by the legislature to make appropriations for 
costs of administering AS 45.88.010 - 45.88.090. 

(c) On June 30 of each fiscal year the unexpended and unobligated cash balance 
of the fund that is attributable to loans owned by the fund lapses into the general fund. 

(d) Notwithstanding any other provision in AS 45.88.010 - 45.88.090, a multifuel 
heating system that uses the combination of wood or fossil fuel for fuel does qualify 
under this loan fund. 

Sec. 45.88.015. Special account established. 
(a) There is established, as a special account within the revolving loan fund 

established under AS 45.88.010, the foreclosure expense account. This account is 
established as a reserve from fund equity. 

(b) The commissioner of commerce, community, and economic development may 
expend money credited to the foreclosure expense account when necessary to protect the 
state's security interest in collateral on loans made under AS 45.88.020 or to defray 
expenses incurred during foreclosure proceedings after a default by an obligor. 

Sec. 45.88.020. Powers and duties of the department in administering the fund. 
(a) The department may 
(1) make loans for the purchase, construction, and installation of alternative 

energy systems; 

(2) adopt regulations necessary to carry out the provisions of AS 45.88.010 _ 
45.88.090, including regulations to establish reasonable fees for services provided and 
charges for collecting the fees; 

(3) collect the fees and collection charges established under this subsection. 
(b) The department shall develop eligibility standards for loans made under AS 

45.88.010 - 45.88.090 and adopt guidelines for the determination of loan terms. 
(c) The depaltment may not make a loan under AS 45.88.010 - 45.88.090 to a 

person who has a past due child SUppOlt obligation established by court order or by the 
child support services agency under AS 25.27.160 - 25.27.220 at the time of application. 

Sec. 45.88.030. Loan terms. 

(a) A loan for the development of an alternative energy system under AS 
45.88.010 - 45.88.090 may not exceed $30,000. 

• (b) The duration for repayment of the loan may not exceed 20 years. 

2733 



'. 

• 

• 

• 
2734 

(c) Loans made under AS 45.88.010 - 45.88.090 may be used to finance the cost 
of purchase, construction, and installation of an alternative energy system or "centralized 
multi fuel heating systems" which is likely to result in energy conservation or energy cost 
savings. 

Cd) All principal and interest payments, and money chargeable to principal or 
interest that is collected through liquidation by foreclosure or other process on loans 
made under AS 45.88.010 - 45.88.090, shall be paid into the alternative energy revolving 
loan fund. 

(e) The rate of interest for a loan for an alternative energy system is five percent 
for the first $15,000 of the loan and 15 percent for the amount of the loan that exceeds 
$15,000. 

Sec. 45.88.040. Sale or transfer of mortgages and notes. 
(a) The commissioner may sell or transfer at par value or at a premium or 

discount to any bank or other private purchaser for cash or other consideration the 
mortgages and notes held by the Department of Commerce, Community, and Economic 
Development as security for loans made under AS 45.88.010 - 45.88.090. 

(b) [Repealed by Sec. 14 ch 122 SLA 1980]. 
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Program Funding Summary 
Alternative Energy Revolving Loan Fund 

Transfers to the AERLF: 

Appropriation from General Fund 
Appropriation from Residential Energy Revolving Loan Fund 
Appropriation from Fisherman's Mortgage Loan Fund 
Appropriation from Small Business Revolving Loan Fund 

Total Transfers to AERLF 

Transfers from the AERLF: 

Transfer to General Fund 

Transfer to Veterans, Tourism, Fisheries Enhancement Loan Programs 

Total Transfers to General Fund and Other Programs 

Operating Budget Transfers from 1987 to 2004 

Total Transfers from the AERLF 

Net AERLF Transfers: 

Prepared by DI"islon or ir,v<,strr.,;mls 
AE Hi~loncal 3"25-09 dj 
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14,345.0 
1,000.0 
1,000.0 
1,700.0 

-18,775.9 
·914.6 

-19,690.5 

-4,570.3 

18,045.0 

-24,260.8 

-6,215.8 
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Alaska Division of Investments 
Department of Commerce, Community, and Economic Development 

Alternative Energy Revolving Loan Fund 

Principal, Interest, and Revenues 

Other 
Princi~al Interest Revenues 

FY90 785.0 390.8 11.3 
FY91 904.3 347.4 14.0 
FY92 815.2 308.4 25.0 
FY93 988.0 261.0 51.4 
FY94 673.0 198.1 33.9 
FY95 641.0 157,5 13.9 
FY96 515.7 123.4 13.8 
FY97 507.8 105.9 12.0 
FY98 444.0 90.6 21.7 
FY99 337.1 58.5 20.5 
FYOO 285.7 38.6 20.4 
FY 01 193.6 25.8 7.2 
FY02 167.8 15.3 2.8 
FY03 90.5 6.6 0.6 
FY04 42.2 3.5 20,9 
FY05 18.5 1.0 4.5 
FY06 3.5 4.0 1.2 
FY07 0.6 0.0 63.8 
FY08 0.6 0.0 4.7 

Total 7,414.1 2,136,4 343.6 

Information for repayments received between FY80 through FY89 is not available at this time. 

Revenues include: Late Fees, Judgment Interest, Uncollectible Amounts Recovered & Gain on Loans 

Prepared by Alaska Division of InVcslmcnts 
AI: J lislmical J~25·09 dj 
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Alaska Division of Investments 
Department of Commerce, Community, and Economic Development 

Alternative Energy Revolving Loan Fund - 21619 
Historical Loan Demand 

Fiscal Year 
Number of 

Loans Committed Dollar Amount 
Average 

Loan Amount 

Total 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 

1 
440 

1,172 
503 
392 
258 
168 

10 
o 
o 

2,944 

10.0 
2,243.3 
5,392.3 
4,591.8 
3,509.5 
2,042.4 
1,421.6 

88.8 
0.0 
0.0 

19,299.7 

Term not to exceed 20 years. Actual average term 11 years. 

PrcplUl.!d by Ala'>ka Division of Investments 

At: Ilistoricai J~25-()4 clj 

10.0 
5.1 
4.6 
9.1 
9.0 
7.9 
8.5 
8.9 
0.0 
0.0 
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Alaska Division of Investments 
Department of Commerce, Community, and Economic Development 

Alternative Energy Revolving Loan Fund· 21619 
Historical Paid Off Loan 

Fiscal Year 
FY88 
FY89 
FY90 
FY91 
FY92 
FY93 
FY94 
FY95 
FY96 
FY97 
FY98 
FY99 
FYOO 
FY01 
FY02 
FY03 
FY04 
FY05 
FY06 

Total 

Number of Loans 
Paid Off 

123 
122 
92 

110 
147 
130 
112 
69 
44 
54 
70 
47 
49 
61 
47 
34 
25 
10 

7 

1353 

As of 3-25-09 there is one remaining AE loan. 

Prepared by Ala.·.;ka Division of Invcstmcllls 

AE Historical 3-25-09 elj 

Dollar Amount 
294.8 
386.6 
247.0 
398.7 
326.1 
543.4 
432.9 
329.5 
159.9 
204.9 
242.2 
125.4 
109.4 
50.6 
62.8 
32.4 
9.6 
8.1 
0.5 

3964.8 
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Alaska Division of Investments 

• Department of Commerce, Community, and Economic Development 

Alternative Energy Revolving Loan Fund 

Outstanding Outstanding 
Number of Loans Princi~al Balance Delinguenc~ 

1980 1 10.0 
1981 
1982 3,935.0 
1983 1,726 7,852.2 
1984 1,868 10,806.0 
1985 1,891 11,871.9 11.1% 
1986 1,792 11,646.5 3.3% 
1987 1,483 10,156.9 5.1% 
1988 1,358 9,244.9 3.4% 
1989 1,188 8,050.0 4.2% 
1990 1,082 7,189.6 4.4% 
1991 966 6,236.2 11.1% 
1992 800 5,270.2 3.8% 
1993 651 4,175.2 2.5% 
1994 535 3,305.8 4.1% 
1995 461 2,626.7 2.9% 
1996 414 2,143.5 5.7% • 1997 361 1,646.0 3.1% 
1998 291 1,153.2 1.5% 
1999 244 8,210.0 7.3% 
2000 195 540.6 9.2% 
2001 134 347.0 11.5% 
2002 83 181.2 21.0% 
2003 45 78.5 19.3% 
2004 18 29.8 45.1% 
2005 8 11.3 0.0% 
2006 1 7.7 0.0% 
2007 1 7.1 0.0% 
2008 1 6.6 0.0% 
2009 6.1 0.0% 

2009 information is as of March 19, 2009 

• 
Prepared by AI~'\ka Division t,)f /11\It:.slmcnts 
AE Historical 3~2S-09 clj 
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Default 

0.4% 
2.9% 
4.6% 
7.5% 
5.0% 
6.1% 
6.1% 
5.6% 
4.7% 
3.2% 
2.8% 
3.7% 
4.9% 
2.5% 
3.2% 
2.4% 
1.9% 
2.4% 
2.4% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 



:\Iaska Dh'ision of Inv('stments 
Loan Prognllll Funding Sllnllmlr~' for Alternatin' Energy 

Session Law~ of Alaska .... Funding Source Citation 

Operating 

90 
SLA 90. CH. 45. Sec. 310). 910) &1110) Supplemental to FY 

91 

1 of 2 Prepared by: Alaska Division of Investments 
2740 

(23.5) 

(8.S) 

12.0) 

(7.1 ) 

Line 
Total 

(23.5) 

(8.8) 

12M 

(7.1 ) 

3/25/2009/11:56 AM 
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Session Laws of Alaska .... Funding Source Citation I ,"Us"" 10 GF 1;~S~;dto : Budget Line 
& Other . Total 

SLA 97. CH. 100. Sec. 59 FY 9R Operating Budget salary 
(c.3) (c.3) 

adjust 
_ ~Y 9SFiscai :rear EndTrans to<;iL J392]). J}9l.3) 

SL~ 9R. CH. 137. Sec. 33 FY 99 <: Budget ( 14R.(,) ( 14S.Il) 
SLA 99. CH 84. Sec. 4c. 43 & 45 FY 00 Operating Budget ( 148.7) ( 148.7) 
SLA 99. CH. 137. Sec. c I FY 99 Operating Budget salarv 

(05) (0.5) 
adjust 

FY 99 Fiscal yearEndTrans to yF (cli().5) (COO.5) 
FY 00 Fiscal Year End Trans to GF (194.4) (194.4) 

FYOO Lapsed Funds 0.0 0.0 
SLA 00. CSHB 3001. Sec. I FY 01 Operating Budget Salary 

(3.0) 13.0) 
adjust 

SLA 00. CH. 133. Sec. 3 FY 01 ~ Blidgel (l4S 7) JI4P) 
FY 01 Fiscal Year End Trans to GF (75.0) (75./» 

FYO I Lapsed Funds 0.0 
SLA 01. CH. (,0. Sec. 3 FY OC 0 Bud.cet ( 151.7) (151.7) 

FY OC Fiscal Year End Trans to GF (34.1 ) (34.1 ) 

SLA Dc. CH. 94. Sec. c FY03 DCED/ADI Operating Budget ( 141.1) (14I.c) 

SSSLA OC. CH. I Sec. c FY03 Capital Budget Loan 
(7.R) (H) c. .' . 

FY 03 Fiscal Year Endlramdo (iF (02) JO.l) 
FY03 Lapsed Funds 5c.7 5c.7 

SLA 03. CH. S3. Sec. 3 1'\'04 DCFn/AnJ ~p '"" Budgct ( 143"~) JI43.8) 

FY 04 Fiscal Year End Trans to GF (5.0) (5.0) 
FY04 Lapsed Funds R 1.9 R 1.9 

FY 05 Fiscal Year End Trans to GF CR.7) (cR.?) 

FY 06 Fiscal Year End Trans to G F (4R.9) (4S.9) 

f:YIJZFiscol Year End Trans to GF (63.5) (1i3.5) 

f}' 08 Fiscal Yeur End Truns to GF (RO.O) . (ROm 

Totals (19,(,9115) I ~ o~"n H,5711.J) (',215.S) 

• 
Prepared by: Alaska DiviSion of Investments 
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March 31. 2009 

House Energy Committee 
State Capitol Building 
Juneau, Alaska 99811 

Tel (907) 586-1325 • FaJ< (907) 463-5480 - www.akmLorg 

RE: HB 196 - Alternative Energy Revolving Loan Fund 

Dear Representative Millett and Edgmon, 

The Alaska Municipal League would like to offer support for HB 196. This bill would 
serve as another tool to those communities who are continuing to face high fuel costs. 

We feel it is an excellent idea to eliminate the "sweep' provision. This certainly shows a 
commitment by the State Legislature to not only continue the fund, but to realize 
financial growth. 

We also are very much in favor of expanding the list of systems permitted for loans 
under this program. to include wood pellet stoves. 

Energy has been one of the major issues keeping municipalities from thriving. Cost, 
distance, quantity of scale, etc. are hurdles that hamper communities from providing 
affordable, consistent, reliable energy its residents. Every tool that we can find should 
be left as an option. . 

Thankyou for the opportunity to comment on this bill. We urge passage. 

Sincerely, 

~U \..~ -0.. -,:;:;'S -::::..x-.~~ ...... 
KathieWasserman 
Executive Director 

Member of the National League of Cities and the National Association of Counties 
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1982 Alaska 01' ... \11,.. (,ell. ;-';0.1.1.1982 WI. 4]799 (Alaska A.G.) 

Office of the Attorney Gc:nl.'ral 
State of Alaska 

Filo No. J-66-785-81 
File No. J-66-649-80 

November 30. 1982 

The dedicated Itlnds prohibition applied to various funds and accounts. 

Gerald L. Wilkerson. C.P.A. 
I,cgislative Auditor 

Honorable Carole J. Burger 
Commissioner 

Dear Mr. Wilkerson and Commissioner Burger: 

Page J 

You ha\le both asked for a broad review of the application of the constitutional dcdicatl.!d funds prohibition to various 
state funds and accounts .. \LJ.,!\,\ ( II!],,!. ,11'1 i\.:~ ~. Because of the factual complexities presented by the variolls 
funds, accounts, and appropriations and because ofthc paucity of judicial precedent, we are not able to advise )UU with 
absolute certainty regarding the constitutionality of state practices. Howc\tcr. some of the issues raised by your request 
may be resolvec...l in litigation which is now pending concerning the administration of cCJ1ain appropriations and funds 
by tht.: Alaska Power Authority. ~ i", ; J 

In response to your ft:quest. 'he have identified and anal}zed sCh~ral <:atcgories of funds. accounts, and transa('tions 
\\hich mist.: dedication tJuestions. Our approach in dealing \\ith these questions \\/ill be to first discuss the purpose and 
lTIt.:alling of the dedication prohibition, We \\<ill th!'!n focus on the implications ofa re(.;t.:nt Alaska Suprcmc Court case 
that dt.:als spt.'cifically with the dedicated funds prohibition, Next vvc \\'ill con~idt:r the prohable legal status ofsc\aal 
gl,meral categories of funds, accounts. and appropriations which raise dcdit.:ation questions, l.astl). \\c will cons ida 
thL' dedication prohibition in reference to speL'ific funds and appropriations. 

\\\: should pI)inr out that Ihe ad\"ice gi\t~1l in this upinioll coulJ ha\e.: a significant e.:rtl.'ct upun the statt.: hUdgt.:t. This 
r\:su!is Irom Ih .. : [\,:CI.'111 <ldoptiOll ill' ',.' (the.: sp .. ,:lldillg limil/. I :nd!,,'r Ihl.' 
rl.'lIslllling of [his 'lpinioll, it lila: hI.' that in~tlllk' carned b) a 10:111 fUl1d In publi~ 1,:rll .. ,:rprisl.'ll11rst bl.: appr{)prj~rkJ [0 [hat 
funJ or l.'I1[..:rprisL' if Ihal illl.'OIllL' is to be rctaillt.'J b) it. If [hl.' Alaska Suprl.'l1h: Court ~IJOP[S [hat rl.'asolling. the 111.'­

I.I.:,-.:-.it.\ Ii)!' ilJI.:~1.: dPflJUpl j,llilJlJ:-> \\lluiJ il.J.'.I.' (u br.: t.:lJlJ:,iJr.:rL'J by ,ilL' aJlllinistraiion and lilt.: it.:gisi'Hurt.: ill JL'\L'loprng a 
stalL' buJgl.,t \\hkh ~onfornk'd [0 the spL'nding limit. This ~Ul1ct.:rn \\oulll al. ... o hecolllL' illlpllrl<lnt if indL'/1t.:lldl.'nt JU­

tlwritk's for ope.:ration nfl.'ntitil.'s likL' the SlalL' Fe.:rr) S: stem dr th~ .. \I~l.ska KailroaJ '\t.:rl.' to hL' conside.:rl.'J, 

I. IJIFPII~I'(JSU )!'_TUEJ:lirU1IJliJIO\ 
pnJ\ ilks: 

]H'Dlt',\TU) 1,[ \f)S. Ill..: prncl.'I.'d,s ()f:!I1: -'Uilc [;1\ (lr lil,' ... 'I1""" "ILrlllill! hI.' ch.:dic:lk'd It) :111: "]1I.'I.'j;1I l'lIJP,j"\', 
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c:\ccpt as prm id~'d in sl.,C'tion 15 of this artiL'[c [establishing tht.: Pcrm,wcnt Fund] or whL'n rCljuired by the ti:dL'rill 
gOH.'rIlIllCIlI for state participation in federal programs. This provision shall not prohibit the continuance of any 
dedication for spl.'ciul purposcs (.!.\isling upon the dare ufratiticatiol1 of this sl'ctioll by the people of Alaska. 

*2 There an: essentiall: 1\\0 vic\\s of the meaning of this provision. Under the tirst interpretation the dedicatt:d funus 
prohibition \\ould require that c\'t,:I') dollar [\.'CCih'd by the Slate be ut.:posrtcu and n:main lInn:striclt:d in the gCJlt:ral 
fund ulltil it is \\ ithdrawn pursuant to an appropriation authorizing the expenditure of a specitic dollar amount for i.I 

specific purposc (absent a contral)' federal requiremcnt or a statutury dedication which cxisted prior to ratitication of 
the Constitution). This is known as the strict interpretation vic\'~;. 

Undcr the strict vit;:\v, the phrase 'proceeds of any state tax or license' \\iould encompass every dollar paid to the state 
(or to a public corporation or authority established by the state) for whatever purpose, State loan repayments (both 
principal and interest). enterprise receipts (e.g .. airport lease revenues, parking garage receipts, etc.), program n:ceipts 
('.g .. Ferry System ticket salcs. Uni\iersity of Alaska tuition receipts, etc.), as well as all other revenues (e.g" taxes, 
natural resource revenues such as royalties, etc.), would be required to be deposited in the state treasury and retained 
there until the expenditure is authorized by appropriation of a specific dollar amount. 

An argument can certainly bl! made that this is the proper interpretation of the dedicated funds prohibition. As sct out 
in 1975 Op. Atty. Gen. No.9 at 2 (Alaska May 2, 1974), '\,·.cl'"n C. '.'( 1" ilk I \ had two interrelated punposes: ( I) to 
pn:vent any future dedication of revenues for special purposes [i.e" 'earmarking'] and (2) to prevent the creation of 
new special funds separate from the general fund.' The rationale underlying each of these two punposes is "that the 
widespread existence of dedicated revenues lodged in special funds deprives both the governor and the legislature of 
"any real control over the finances of the state:' III aU (citation omitted). Requiring all monies received by the state to 
be deposited into the general fund clearly would satisry both interrelated punposes of the prohibition. The strict in­
terpretation view of the dedication prohibition would preclude the use of public monies to establish a standing or 
revolving loan fund or any other program which would be scif-sustaining.ll'?J 

However. a sccond approach in inkrpreting the meaning of .\I;ii."!l' 1"\. ·": ... ·;i~111 .~ is also very plausible. Under this 
vic\\-', the dedication prohibition is not to be construed to require a blanket prohibition ofself-sllstaining programs set 
up by the kgislature. An noted in 1975 Op. Atty. Gen. NO.9 at 6-8 (Alaska, May 2,1975). the constitutional framers 
suhstituted the phrase 'rtJhe proceeds orany statl! tax or licensc' tor the phrase '[a]1I public revenues' to avoid having 
to state a number of intended exceptions to the prohibition on dedicated funds. Examples of thesl! exceptions were 
pointed out in 11 Januar) 4, 1956, ~I '\:; mcmorandum by the Public Administration St.'rvice (PAS) to the Constitu­
tional ConVt.'ntion; 'pension contributions, proceeds from bond issues. sinking fund receipts, revolving fund rcct.'ipts, 
contributions from local government units for state-local cooperative programs. and tax receipts which the state might 
collect on behalf of local government units.' 1.1 \.1 j 

*3 Some of those I.'xmnrlcs were spcciticall) mentionl!d hy the court ill .... \.. " \ \ "". ,,:(, I' '.~ '!): • \1.1.: .. ; i'::<.' I, 
which held that the phras~ 'pro~et:ds or any state tax or license' \vas to be broadly construcd to include all soun.:cs of 
public r~\cnu~s. Thl.' ~ou[1 noted that the drafters in1l:lldeJ to permit the I.'stablishml.'llt ot\;ertain special funds, (e.g .. 

sinking funds for Ihl.' r~rayJll~nt lIfbonds), hut 10 prohibit the l.'armarkinglJfan: special lax to stich a fund. /~.~ .. 'S!.5JJPE! 
at ~ 10. Th..: c(lurl did !luI 1.'1~lbnnlk 011 111(' applicati()ll ortlJ.: t.k.'Jicat<:d funds prohibition in Ihl.:sl.' "jtuatinns. 

II \.11'1.\;J.\;(;_'.'J:~UIL1'JIR.ISI': 'I'RUCTTIlS OJ- .I::-,:r: STi~.JLT'\!U.).IS.ll(T~_sy 
I hl.'re bas h(,1.'11 cOlltinuing cOlltW\I.:I'S: o\l,.'r the prupl.'l' construction of tile phrasl! 'procl!l.'ds I1fan) :-.tak lax or lil.'l.'llsl'.' 
In i.I l1umh ... r or earlk'r upinions. this nftil..'l.' corKluded [hat lhl! dcdicak'd fund prohibition did 110t reach all public 
I"I.:\-L·!lue:-. hut. lind ... '!' its plailllal1~lIage, (Inl: thl.' actual 'proceeds (If an) state tax or licl.'lhl'.· :~::,'g 1909 Op. An). (; ... '11. 

~\)". -' (;\JasKa, .\pril-L 19(9) and 5 (.\Iaska, :\pril 15. [()()9): and ll)jl) Op. ,\It). (i~n. \0. 7 (:\Iaska, .\lan.~h J!. 
!l.l~()l. Ihi" CIH1I.·ju"illll also \\:1:- !\.'<IchL'J h) 11lL' Di\i"i(ll1 llfl .... 'g<ll S ... 'nicl.'s in tilL' I t.·gj~lali\~ .\fti-Iirs ;\g""Ill'). ~~V 

........ 'PI,: III [;('!' I. 11.)":-nl(,111tl]":lI1du1l1 fl"llll1 Bi!1 (j. fkrri...'I'. l)ir(',:llll". In ."'illhco!l1I11iitl..'~ tIll .\la..;J...;;] Rl.'I1<..'\\ahk I{c . ..;ourl.."t.'''; 
Ilt.'\l'!"plll ... ·IH flilld l)t" .\l:l~~:l P'.'I"lll:!i1I..'111 I'und (I II Ill''''')' 
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Thost.! opinions all concludt.!d that the prohibition did not reach revenues derived from tilt.: disposal of state-owned 
natural fl;!SOllrccs. Given this conclusion. it followed that the legislature \vas frec to dedicate all or a cc:rtain portion of 
slich reVl:llUCS to spccitic purposes. An example of this is found in AS 37.1 I.O:W. which rc.:quircs that not less than five 
percent of statt.! mint.'rai lease receipts be deposited in the Alaska Rent:wablc R(,SOLJfCCS Developrnt'nt Fund. (This 
statutory dedication was the subject of Mr. Ben'jer's September I, 1977. memorandum). 

On the other hand, 1975 Op. Atty. Gen. No.9 at 24 (Alaska, May 2, 1975) reached the opposite conclusion: 
"";'_','!inn -, olL·\(!.i..:k J \ ,)(11;..: '!;it!.' {'(lJl"lj~IHi(\li can be given its intended effect and serve its repeatedly expressed 
purpose only if the words 'proceeds of any tax or license' are interpreted to Illean what their framers clearly in­
tended. Le., the sources of any public revc.::nues. 

Accordingly, it is our conclusion that the dedication of any source of Public n:venue: tax, license. rental. sale. 
bonus-royalty, royalty. or whatever is limited by the state Constitution to those existing when the Constitution 
was ratified or required for participation in federal programs. 

(Emphasis added.) 

In \!:Ih.'.\ .... ~ k.\, .. ~1'JJ1.Y.'.~(I_;IL·?J !l __ the Alaska Supreme Court adopted the position set out in 1975 Op, Atty. Gen. No.9 
(Alaska, May 2, 1975). ll·.' ... 'j It now is clear that the term 'proceeds of any state tax or license' is to be construed 
broadly to reach all public revenues, including public revenues from the development of state-owned natural re­
sources, and not just the proceeds of taxes and license fees, 

*4 After the decision in Alex we can now reach some definite conclusions regarding some of the funds and accounts 
you have asked us to review. The answers to other questions, however, arc not as clear. 

111. IMPLICATIONS OF THE ALEX DECISION 

There is no question that the dedicated funds prohibition in \1'1 ie'k, I\.. :'''','.' i"I1,' flatly prohibits the legiSlature from 
dedicating future unrestricted general revenues to any particular purpose unless the dedication is required for partic­
ipation in a federal program or the dedication existed before ratification of the Constitution. Alex. supra at 208-210. 
This confirms the view expressed in our April 1, 1981 memorandum opinion to the legislative auditor that the re­
quirement in AS 37,11,020 that not less than five percent of state mineral revenues be placed in the Alaska rent.!wable 
rt:sources development fund is unconstitutional. This would be true of any statutory requirement that a specified 
percentage of revenues derived ITom the development of state-owned resources be deposited in a fund or earmarked 
for a particular purpose, 

The Alex decision, however, docs not provide ans\\crs to a number of additional questions. For, example, does the 
dedicated tunds prohibition apply (I) to money received through the sale of bonds (either general obligation bonds of 
the state or re\enue bonds of a public corporation); (2) to receipts from operation of facilities constructed \\lith bond 
proceeds: or (3) to interest or investment income earned on monc), appropriated for a specitic purpose? In short. are 
there any \;'xc\;'ptions to the prohibition beyond those expressly set out in the Constitution? The section inllTIL'diatdy 
follo\\I'ing discuss\;,s this question. 

A.!!!1l1jjeU F\cL'illiil!1~, 

An carl: uranllf\"w.t is nO\\' \:'" :, .. i\. ".,:"1,, . (but \\hkh \Vas at that tilllcnurnbcrL,usl.'ctioIl8) rcau as Il1110\\s: 
'All rublic n:\.:nues shall be ul.'positt.:d in the stak treasur::- ' , " Suhsl.'qu\;'llt to this ('arly draft, the Ct11lllllitkc 011 

Firwncl.' and Ta.\atiGl1ufthl.' ConstitutilHlal COll\cntion fcqul..'sr..:J comm":llts n-om the Pub/ii.' Administration Sen icc 
011 this \I,.oruing, The PAS r..:spnnJl..'u \\ilh Ihl..' Januar: -1, 1956 Illl.'tllorantiulll in \\hich it ,\arnL'd thdt a strict inlcr­
prl.'t.II!OIl 01 ,-:. Ithl.'n S":I.'lil1l18) \\Oldd rrohibit the st.:grl.'gation ofst~lk tllOlll.': \\illlllU! rl.'g:trd tIl Ihl' 'iOIH\:I'. Till.' 
P.,\S thl,.'!l sugg,,:slo...·tJ 111;11 L'l.'rtaln 1,.·\CI.'p!jun~ hI,.' id'-'JlIili,,:~1 in '''i, rhesl.' ":.\cl.'j1li()lls illl'/udl'd Ik'nsion l'olllribu-
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lions. proct..'eds from bond issues. sinking fund r('ceipts. n.'vulving fund receipts. contributions from local government 
units for state-local coopt:rative programs. and tax n:ceipts which the state might collect on behalfoflocal government 
units. 

Ancr considering the PAS memorandum. the committee deh.:ted the phrase 'all public revenues shall be dt..'positcd ... ' 
and substituted the phrase 'The proceeds of all) start.' la.\; or license ..... 3 Alaska Const. Con\,. Proceed. at 2361. The 
fl'cord of the committee debate makes it clear that the purpose of this change was to meet the problems raised by the 
PAS in its January.) memorandum. Sec 1975 Op. Atty. Gen. No.9 at 8lAlaska. l'"lay 2. 1975). 

*5 Given this drafting history, a vcry good case can be made that the present language of \ 1'1 il·k 1 \~ ",xli.~ In -:- must be 
read to include certain implied exceptions, such as those that are set out in the JanuaI)· 4 PSA memorandum. i.e .. 
pension contributions. proceeds trom bond issues. sinking fund receipts, revolving fund receipts, contributions from 
local government units for state-local cooperative programs, and tax receipts which the state might collect on behalf of 
local government units. We believe this implied exception approach is the better interpretation of the dedicated fund 
prohibition and would be adopted by the Alaska Supreme Court if the question is presented to it. 

B. Dedication of i\.·10ncy to Specific Purposes on a Continuing Basis When Appropriated 

A question of the proper application of the dedicated funds prohibition arises when money is appropriated to a re­
volving loan fund or other special reserve fund or account. Revolving loan funds provide for the return to the fund of 
repayments by borrowers of the principal (and frequently the interest on that principal) i.1·~'('J which was loaned to 
them ITom the fund so that new loans can be made on a continuing basis. Special reserve funds involve essentially the 
setting aside of money for certain specified future needs or conditions which mayor may not occur. li.'-7J When this 
is done, it might be argued that the legislature has made an impermissible dedication with respect to the future usc of 
the money placed in those funds and accounts. 

We believe the better view is that the dedication prohibition does not apply to money once appropriated by the leg­
islature, regardless of whether the appropriation contemplates that the money will be expended. Usually appropria­
tions authorize money to be spent. In other cases, however. the legislature may prefer to establish by general law a 
continuing loan program and finance it through a one-time appropriation or to reserve money in a special fund or 
account for future usc for limited purposes. A strong argument can be made that money one appropriated, regardless of 
the mechanism utilizcd. loses its character as revenue for the purpose of the dedicated funds prohibition because thc 
purposc of the prohibition. i.e .• that the Icgislature retain control over state n:venues, has been satisfied. 

Under this rcasoning there would be no unlawful dedication involved in the return to a revolving loan fund of principal 
payments on loans. The initial appropriation would suffice to authorizc the use of that money for other loans until the 
legislature reappropriates the unobligated assets of the fund or abolishes thc fund. 

Support for this position is found in the Alaska Suprel11c Court's analysis in the Alex casco In Alex. the court took note 
ofthc drafting change of \. : ,.1... 1\. 'l"' :i"l) ~ rcfcrn.:d to carlier. This change. said thc court. 'did not seek to exempt 
some sOLlrc.;es of rC\L'I1lJl': from the prohibition. but \\as intcndcd instead to alio\\· ncccssur)- dedication of funJs oncc 
thcy \\ere fI..'cci\cd and placed in the gCllcral fund.' :5!iH~.~-,,\k·.~. supra at 210. 

*6 The "\laskJ Supreille ('I)un has thus rccI)gnizcd that the J(.'uicatiol1 prohibition of \ .".,., ~\ ,.",'.'.1) lhlCS nllt 
:)p',:r:!t'~' !t) pmhibit :t!1 ,.k·.jio.:LI{ions \\ h,ne'"'.'!" !beir n;ltrln.'. u",ht.:r. thl..' ('OIlJrf '~:t..'nl" In r.(., ";;1)- ing fhat .. ,.~ l : ..... : \ ,,:.::, .11 

Illust be read to .. 1110\\ certailllleccssar)- deuicatiolls OrmOnL')" h)- the legislature after that mOlle)- is recL,i\eu and placed 
ill the statc treasur) (i.e .. geller::d Hmu). This :lllal)sis by the Supremc Court gi\t;s support to rhl..' argument that the 
dedil:;Jtiol1 prohibitioll doc~ nol appl) to 1l10IlL': OIKe it has bCL'1l la\\ full) appropriated rrolllli1t..' gencral fund and that 
Ihe IL'g:islatur\,.' l:an. \\ ithtHl1 \ illiatillg \;." I,: i \, '. (,:!"L'ale 'ncl:cssar)- d~dicatiol1s' nut urlllat 111011(,':. 
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A question separate from that just discussed arises concerning the application of the dcdicah:d fund prohibition to the 
imcn.:st or lHhcr income carncd by money appropriated to revolving funds and other funds and accounts. Is that dc­
rhati\'c income revenue \vhich. llllJt.'r the prohibition. must be deposited in tht.: general tlmd. or may it accrue directlj 
to the fund or account \\hich 'earned' it. increasing the amount of money in that fund or account \\-hich l11a) be spent 
without further appropriation'? 

\\/c are advised b) the Department of Administration that the National Committee on Govt:rnmcntal Al:'cQunting has 
defined a fund to be: 

A fiscal and accounting entity with a self-balancing set of accounts recording cash and other financial resources, 
together with all related liabilities and residual equities or balances, and changes thaein, which ure segregated for 
the purpose of carrying on specific activities or attaining certain objccth.es in accordance with special regulations, 
restrictions, or limitations, 

Municipal Finance Officers Association of the United States and Canada, 'Governmental Accounting, Auditing, and 
Financial Reporting.' 1980, Appendix B. 

From the point of view of generally accepted accounting principles, then, income generated by a fund accrues to that 
fund unless a transfer is authorized, Economic theory also leads to that result, arguing that the interest or investment 
income on a particular fund is simply an increase in the value of the fund which offsets inflation and reflects the 
gradual growth of our economy. Under either approach. such derivative income ought not to be considered revenue 
subject to the dedicated funds prohibition. 

Derivative income such as interest and investment income is not a traditional source of public revenue. It is generated 
by public revenue which has been received and appropriated and would not be generated if the legislature had simply 
spent the money rather than appropriated it to a separate fund. Thus, a statutory dedication ofthe interest or investment 
income of a separate fund would not impair the ability of future legislatures to control the spending of general reve­
nues. Rather, it would create a new pool of resources 10 be used under the statutory guidelines applicable to a particular 
fund until a future legislature amended or repealed those guidelines. There is no indication in the minutes of the 
Constitutional Convention that the drafters considered the treatment of separate funds which are endowt.:d in this 
manner. 

*7 A difficulty that arises from the vic\v that thc dedicated funds prohibition is not applicable to interest or in\l\.!stment 
income on separate funds is that it penn its steadily increasing amounts of money to be received and lIs\.!d by state 
departments and agencies without legislative control through the annual budget process. This is precisely the problem 
posed by the dedication of revenue sources which the drafters sought to avoid. For this rcason, while we arc not certain 
about the likely outcome, .... e doubt that a blanket exception for derivative income would be approved by the courts. 

After all. the Alaska Constitution \vas not \vritten for accountants and economic theorists. Although not expressly 
aJdrt.!ssed by them. the framers wcre ... er) much fJ"'3fe of the boom-bust cycle of Alaska's economy. In fact. a dri\ling 
force behind statehood \\<as the dcsirt.: of Alaskans thcl1lsdVl!s to be able to managc the income Jcrivc.:d from thosc 
brief p\.!riods-as Prudhoe OJ) bt:ars witnt:ss-\I,hcn the state may recci\lc.: ~l1onnous sums of mone) \I,hich arc thcn 
imrnt.!Jiatt.!l) a\ailahlt: for ~:-.p~nJiturt: or pli.!ct:llh:nt. b: appropriation. into a \aric.:!) of funds and aC((Hlnts for \ariolJs 
plTlllissiblc purposes. Dt:penuillg \111 thL' numbe/' anJ size or r/Jt)s('" funds and ~IIXOlJnts, tile inll:I"r..'sr ~al'l1cd 011 tile 
1110/1("'\ placl,.'J in tlK'111 \,;oulJ its(,.'lf be substalHial and \\ ()uld ailthbt c("'rtainh be nf a Ilw!.!nituu~ \\ hidl is I~lr ~re<ltcr 

than ihJt likd;· emisioned h: the National Committee {)f1 Go\ernmcnt A~cntlnling in ~hc :\hO\C-qllOfl'd ~t;;ldard 
.\lllreo\t:r, the signiticanct.' ofthar intt.'rt.'st incoJ11t.' in properl) managing the statt."s budget leads us to the conclusion 
that o.ur t/'<lmcrs \\ouIJ ha\e considi..'red it to be \\ithin thc dcdicated fund prohibition."\s \\t.' ha\c indil.:ated. hO\\e\~r. 
th(,., ~lIls\\t.'r to this question is no! Ih.:e from douht. COIl.'it:t.jut:l1tl). until the t.jucstion is ruled on by thi..' C(Jurts. \\(,.' \\ ill 
dcfend legis/ati\c actioll dedil.:ating. by gelll..'raJI<.I\\. J~ri\ati\e irKolll1..' to th(,., funds \\hkh ·t.'arnt.'u· tht.'lll. 

In till' abs(,.'llc(,.' t.1f\:1Iid gl.'J1erall;l\\ lkdi(;JlioJls Oflkri\;Jti\1..' iI1COllh.'. \\1.' h(",1 il.'\I.' tlll.T~ \\uuld :ilill h(,.':1 \\;1) 10 maintain 
kgi:;ht i\ l' (,.'1 lilt J'(l I 0\":1' r...:\ l.'llllt:.'- Ihrtlug.l1rJlI.' hlJd:;l·t:I!·~ prnl.'-:~:-' \\ hil..: ;tl'llk,\ in,:'. tl~(,.· 1.'1 ticil..'ll! :!c("I)[IJ!liJ1:} (l/,g;mi/;I! itlJl 
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provided b) scparat\.' funds. This \vould be if the legislature appropriated to the separate fund for a thcd period the 
amount ufintcn:st or investment income received by that tlmd. Since each legislature has implicit budgetary authority 
I~)r a maximulll period of only t\\'O : cars. th is practice \,"'ou Id not impair tilt.· ubi lit) of tt,turc legislatures to disposl: of 
those derivative revenues. Under this line of reasoning. the interest on a loan fund or other separah: fund is public 
1\.'Vt...'IlUC which must bl: transt~rrcd to the treasury, unlt:ss the tlilld is authorized by appropriation to retain it for a 
specific period. Although it may be possible to argue in favor of a longer period. our recolllllll.'nJation is that thcse 
appropriations ofJcrivativc income to the fund which 'carns' thelll be made annually. for each fiscal year, 

D. Appropriations Stated in General Terms. Rather than Specific Amounts. 
*8 The annllal budget has traditionally included certain appropriations not stated in specific dollar amounts but rather 
in tt:nllS of money to be received from certain sources during the fiscal ycar. Such an appropriation. for example, 
would authorize the risk management division of the Department of Administration to spend the anticipated proceeds 
from any insurance seUlenwnt or judgment arising from the damage or loss of state property. LI:'\xJ This practice 
ensures cfft'ctive legislativ(' control over state finances while. at the same time, it provides for budgeting flexibility 
which is especially useful for programs like risk management, the needs of which are necessarily unpredictable. 

\Ve have consistently advised that an appropriation is valid if it states a public purpose, has a source, states or implies 
a time period, and states an amount \vhich is ascertainable by reference to specified infonnation. Under this view a ' 
revolving' loan fund could be established and operated, even if both principal and interest payments on loans are 
considered to be revenues which may not be dedicated, as long as there is an annual appropriation to the fund of all 
principal and interest payments received by the fund during the fiscal year. The fund would continue to revolve as long 
as it was included in the budget. 

The practice of appropriating to a separate fund an amount to be ascertained by reference to receipts from a specified 
source during a definite period accommodates the need and desire of each legislature for budgetary flexibility without 
impairing the ability of future legislatures to control and dispose of public revenues. In fact, since the legislature 
maintains control of the appropriation by means of the budget, it could be argued that this practice does not even create 
a dedication in the first place since a true dedication must function to take control away from the legislature. If leg­
islative control is present, then a dcdication docs not exist. 

We do not think that this practice violates the dedication prohibition . 

. v. APPl.ICAT10N OF DEDICATION PROHIRITION TO SPECIFIC FUNDS, ACCOUNTS AND APPROPRIA­
I.!0NS 
\Vc have identilied the follO\\dng categories of funds. accounts, and appropriations which raise dedicated funds 
qlll:stions. 

A. Allocation of a rC\'Cllllf .. ' souret-' hy statute to a fund or account from which it may be withdrawn onl\' for limited 
P J!W.!1.:":'C sJ?..Lill"P ro pri a t ion. 

I. ]j)bacco l..i!,li~choJ2ll..l::.!lJ.lf!..1 ,'-., j: ~Ii • '!lI. This fund cxistt:d bdon: ratification of tile ,\Iaska Constitution 
and is therl'fore :Juthl'rizl..'d to continue undcr \' ii,,', i", ' ,"; -, This fa:\: ~lnJ dedication ha\c not been changi,.'d, 
but Ihe Il..'gislatlll'e /1,ls irnposl..'d ,til additiollal ta,\ l)!l eigar\.!ites \\hich is J ..... pOSikd in the gelh..'ral fund, ,\Ithough \\\..' 
!la\\.! isslh,.'J se\cral opinions nil tht,.' slIbjcct. Ihcre Iws [X.'L'n no juJicial rl..'\il..'\ .... and it rl..'lllains unclear 10 \\hat 
L'xlcnt the legislature l11il: change Iht,.' Jl..'dieation or the under!: ing rC\'L'nuc source \\ itllin the limit nr'continuing' 
the JcJicJtilln. i,l \,',; 
*9~, [iAL~lliLG;lIn.t,.' Fund t \ ...... ,.; ;tol .£L'l'(J.). Till.: dt,.'Jication of proceeds oftishing and hUllting licL'll:;es to 
the operation of a Depat1mcnt of Fi:;h and (jaml..' is rL'quired b: !i:dl'ral law for participation in !cJer;ll programs 
;lI1d is lhl..'rdlJl'i,.' authorizcd 11; ·~:l·, 'I \ ~,-ri\ 1: -, ~I.:t.' ,,,; ..... ( . /'/"', Ho\\t.'\cr, as discusst,.'J I..'arlil'r. it is not 

eIL'ar \\hethel' a lIL'dicatiull of illtL'rest L'anll.:d lJll il1\l..'sIIllCnt~ in a fund :-;uL'h a:-; that tll~!JL' b: \ ..... 'r. " is 
L'OI1~r i IU! i\lllal. 
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there is allocated to I.!ach ortlles\.! accounts a tixed percentage of annual fl!ceipts from l11inl!rals 011 statl.: land. Both 
of these funds appear to be unconstitutional dedications to the extent that they restrict tilt.: purpose for \\hich 
money may be spent. We arc infornwd that the Dt:partment of Administration has recorded the amounts to be 
allocated to each (lccount but has not retained that mOlley for expenditures related to capital outlay or cnerg) fa­
cilities development. \\tiC also understand that the legislature has not made an) appropriations from thcsL' two 
accounts. \Vl: suggest that AS 37.05 .157 and AS 37.05.158 be n:pealcd. 
4. Rencwabh.: Resources Fund (AS 37.11.0 I 0-0(0), As we advised in our 1975 Attorney Gr.:nr.:ral Opinion No, 9, 
this statutory dedication is unconstitutional. We understand that the Department of Administration has followed 
our advice and has disregarded AS 37.11.010-090. We suggest that these sMutes be repealed. 

B. Allocation by Statute of Revenue to a Fund or Account From Which it ma~ be Spent or Used Without Further 
Appropriation, 

I. Public Employees Retirement System Fund (AS 39.35) 
This fund receives money ITom employees and employers who participate in the system. State employer con­
tributions arc paid to the fund monthly. ,~~ _~~!.-.,i5 ~}~(), State emplo)ce contributions are statutorily required to be 
withheld ITom wages and transferred to the funds. AS 39.39.170. Participating political subdiv isions make similar 
contributions on behalf of their employees, Benefits are paid to members of the retiremr.:nt systems according to 
statute AS 39 .35.370 et seq. Expenses of administering the system are also paid from the fund but are specilically 
required by statute to be included in the annual operating budget. ,.\S ,~t).>:,;., :{j(j.(ll)l·~.I, The Teacher's Retirement 
System is accounted for in the same manner, 
Although this is clearly a dedication of money received by the state, we believe that it is permissible under the 
implied exception theory discussed earlier. It is our opinion that there is an implied exception to the dedicated 
funds prohibition for pension fund contributions. [I: '.'.1 'IJ 

2. International Ai'1'ort Funds ( \, ',.1 '.'.1" !, 430, 440) 
The fund established under \" " i' .. 1:'0 contains money received ITom the sale of general obligation bonds for 
airport improvements and other grants or money provided for the same purpose for which the bonds were au~ 
thorized, The fund established unda \" : ~, I."; .l."! contains revenues n:cci\cd oy the state from ownership and 
operation of its airports, The fund established under ,\~ ; ...... 1 " .. I .. I!I contains interest earned on money in the sec~ 
tion 420 fund and revenues transferred from the section 430 fund for the purpose of redeeming airport n.:vcnue 
bonds. 
* I 0 Although each fund provides for a dedication of state revenue, we bdic\c that they arc permissible under the 
implied cxception theory discllssed earlier at pp, 5 and 6.lt is our opinion that there is an implied exception to the 
dedicated funds prohibition for revr.:nue derived from bond issues and for revenue derived from facilities con~ 
structed with bond proceeds. at least to the extent that it is necessary to satisfy the debt obligation or maintain the 
facility so that it continues to gcnt..:ratt: revenues for that purposr.:, To thc extent that re\enues arc dedicated for 
purposes \\hich arc 110t related to satistYing the debt or maintaining the faeilit) ;'1 '\ t ,j. \ve bdit..:vc thut di..'dkation 
v~,oLlld violate \I"':l';l' I'... ·l'l·r ill!: '~unless it i..'ithr.:r exisH.'d prior to ratification ofuur Constitution or is required b) 
federal I;w .. ·. : J \. : 

.'. C!.21!Lintljnz..[1_~J).L~('n iCI! ill1pD:)11ri{ltj(~lLL ' , .; I 

This S!:lluk purpo!1s 10 c/"t..'atc a ClHllilluing annual appropria!jol1 t'rollllht: gcnaal fund llflhL' anwum I1CL'L'SS<lr; III 

pa: dcbt SL'I"\ ic.: 011 all outstanding gr.:IH:r~:tl obligJtioll bonds. This 111<.1) bc a Jcdj(<Jtiull OrrL'\L'rItJ~S lor a spl.'J.:i/ic 

purp\)s.:, ~l '\ I'; E\cll if ir is, il is our opinion Ihat tll.:rr.: \\ould bL' an irnpliC'd l.'.\Ll.'plion It) th.: Jcdjc~!tl'J fund 
prohibition for bond ubligations, 

,~. BLrJillLl~trinLa{i!)n RI.'\()bi.Dg.J'~'~l.!.!JJ!.O~_1!\S 4 ... t ... X_I,,!{ill 
·!"his fund n:LLi\I.'J an initial appr{)pri:nilJI1 li'om \\hich thL' ,\Iaska />(\\\1..'1" :\lJlhurit~ is :!urhtlriZL'd Il) llla"L' Ill;Uh, 

Principal ;md ink'l'L'st p;t;!lh.'llt-; l)Jl I(lans madL' !i·OIll [hL' fund arL' rL'l!uirL'd b: 1;1\\ III rt:1urn 1(1 rhL' lluhl. .\s \\0..' 

p(lil1h.'~lllu[ ahU\L',;1l Il, I, illL' qUI.':-:rjIlIlS Ilr\\lldlh.'r Iht: prillcip:ll ~l1ld, dr il1[L'1\::-;[ P;I: J1JL'l1h ;trL' J"nL'lltlL'') \\ hidll1l:l: 
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nnt bt: dedical~d in this tllal1llcr is now J motter in litigation in a suit tiled by the Trustees for Alnska. 
\Ve \vill be ddt.'nding the legislature's action in making both those dedications. In doing so, we will present in 
mort: detail a number oflbe arguments discussed above in support ofthc lcgislatun:'s action. In addition. \VC \vill 
discuss the preslimption of constitutionality of statutes and the deference due to the administrative and legislative 
interpretation of the dedicated funds prohibition. As indicated above. 'vc believe that the return of principal 
payments to a loan fund docs not offend the Constitution and that thc rdurn of interest paymt:nls to the loan fund 
may be permissible. However. \ve cannot predict \\"ith certainty the position that the court \vill adopt. 

C. Appropriation of an amount from II specific revenuc source (e .g .. program receipts). 
From time to time the legislature. by means of an annual operating budget appropriation. authorizcs an agency to 
spcnd money that is generated out of one of the agency's programs. The appropriation also sets an upper limit on the 
amount that can be spent. Although program receipts arc clearly state revenues which may not be dedicated, the 
practice of identifying program receipts as an appropriation source docs not in any way limit legislative control over 
the expenditure of revenues because the legislature maintains control of the appropriation by means of the budget. 
Therefore, we believe that this practice is not affected by the dedicated funds prohibition. 

D. Appropriation of an amount which is ascertainable only by reference to specified information. 
* II Appropriations are regularly made to the risk management division. Department of Administration. of all 
proceeds during a fiscal year from claims, settlements or judgments arising from damage to or loss of state property. 
As pointed out above, at 18, this permits the state to repair or replace damaged property without specific appropria­
tions, which would probably be either more or less than the actual property damage in any fiscal year. 

The only difference between this and a typical appropriation is in the determination of the amount appropriated. When 
a fixed amount is appropriated, obligations incurred against it may be honored as long as there is cash available in the 
treasury. When an appropriation is mad~ for an amount to be received from a certain source during a specific period, 
obligations may be honored only if a sufficient amount of money has been received from that source and there is cash 
available in the treasury. However, the amount of the appropriation remains determinable. Consequently, it is our 
opinion that these kinds of appropriations do not violate the dedicated fund prohibition. [I'1.:IJ 

E. ~)ther Miscellaneous Dedications 

I. ~propriations to the Permancnt Fund. Since the, ,'fl',ri!l!i:"dl I \r:j,'I,: 1\, \. rilll' ,I <) specifically authorizes 
dedications to the Permanent Fund of 'at least' 25 percent of certain revenues, we believe any additional dedi­
cation to the fund by statute i.1· '-. i:~ 1 or by appropriation is also permissible. 
2. Rainy day account. As 37.05.179 creates a reserve fund to which money is appropriated and authorizes it to be 
spent for certain necessary emergcnc) operating expenses at some future time. It is our opinion that this practice is 
permissible under the theory discussed above beginning at p. 12 that mOlley once it is appropriated loses its 
character as revenue for purposes of the dedicated funds prohibition. ,\ contrary viev~: \\-ould severely restrict 
flexibility in state budgeting and accounting. and we doubt that such a vicw would be adopted by the courts. 

w~ hnpc :ou lind this anal)sis hdpful in JCIi.:rll1ining the nature 0 thc probkrn~ pn:sL'lltcd b: tllc dedicatL'd fund 
prollihitiun ,mJ thL' \-ariolls statuto!': programs \\!lich Ill": or 11lJY !lot run afoul uf it. \\'..: l'.\p~t:lto be ahk to ad\is~ 
:ou \\ith grL'atl'r L'~rt<.li!1t: IHl Stlllll' ofthL's~ qUcstiolls at IhL' conclusion of tIlL' pL'nding. litigation do.:scribcd abo\L'. 

SirlL'erly" 
\Vilsnn I . Condon 
.\It()rn~: Cicneral 

rll..: k'gal i:-'slIL"s i!ltllis litigation ~H'I: till' \:lIi<.lil: o!'tllt.' dCP\l~it l)finILTL"st ;1I1d principal paY111!.:rll." Illllo,lIls in a 
fL'\Il!\ in:: luall :tmd ;tnd I)f ihl' iJpprl)pri:liillll til th~ f\)\\LT DL'h'lnprnL"llt Fund uJ' inkr...:,,! til bL' rL'CL·i\L'd 1111 ~p~cilk 
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amounts approprialed to that fund (§ I eh. 90, SLA 1981 as reenacted by § 69 ch. 69 SI..A, 1981 and amended by § 136 
ch. 141, SLA 1982.). Trustees for Alaska, et al. v. State of Alaska and Alaska Power Authority, No. 3AN-491-81 Civ. 
(Alaska Super .. Jan. 21,1981) 

ll'\;'-:J Of course. even under the strict view. there \vould be some kinds of monies received by the slate which it could 
not. tor independent legal reasons, deposit into the general fund. These monies \vould include trust funds. restricted 
gifts, and funds subject to n:strictions by contmct. 

[I-''\.'J The actual date shown on the memorandum is 'January 4, 1955'. However, considering the timing of the con­
stitutional convention. this was certainly a typographical error. 

I. I \:·.IJ The Public Administration Service prepared a publication entitled' Alaska Statehood Commission, Constitu­
tional Studies (1955), at the request of the Alaska Territorial Legislature for use at the constitutional convention. Ch 
108 SLA 1949. This publication collected research papers on other state constitutions. Copies were mailed to all 
delegates, and it was often referred to in the convention proceedings. Alaska Statehood Committee, 'Handbook for 
Delegates to the Alaska Constitutional Convention' 4 (1955). Referred to in -"':3;1.1_0..'_\ ' __ \ ;.,-,~" Il:l!).,I),_:d ~!} ;._ . .-?()(!.I1; :' 
C \1,'·.1,;1_1":~2..i. The memorandum of January 4, 1956 contained comments by the PAS on the proposed draft of the 
Finance and Taxation article. Constitutional Convention Finance Committee minutes, Jan. 13, 1956. 

[1'\·'1 Alex involved a challenge by commercial fishermen to the collection by a private aquaculture association of a 
special assessment authorized by statute and imposed on the sale of salmon. The court held that the statute improperly 
delegated the legislature's taxing authority, and that the assessment constituted 'proceeds of a state tax or license' 
within the mean ing of .. ~.rJ_i,~ h:_.I.~~,,·,~_~·_U~ )!.),_Z . . \r;!.l~·_~-,_ ,\l5-'.~~ !1.:.I(1 .I~, ~.,I. ,:IJ..2J D_,_~ I.,i. .. 

[I''\I'J We discuss the dedication of interest earned by revolving loan funds and other separate funds and accounts in 
the next portion of this opinion which begins below at p. 14. 

! I", ~J The' Rainy Day Account,' AS 37.05.179, is an example of such an account. 

1.1 ',s, See, fore,ample, Sec. 7 ch. 113, SLA 1978 v.hich provides: 

Amounts equivalent to the amounts to be received in settlement of insurance claims for propert} losses arc appro­
priated from the general fund to the affected agency for the purpose of replacing thc facility or scrvice lost as a result of 
the incident giving rise to the insurance claim. 

Under this language, the state could undertakt: immediate repair or reconstruction ofa school, maintenance faci/it}. or 
other property damaged by lirc or other cause co\ocn:d by insurancc \.\oithout having to wait for actual scttkmcnt and 
payment b} the insurer, 

I) \,'!; SCI...' Att), Gen. Op, ~os, 7.9. and I·l: inf I11CI110 I Alaska, \Iarch 10. 1(66): J\tt). G!.:J1, Op. 7\:0. 22 (Alaska, Junl.: 
2. 1978): inf lllelllO (lUll!".' 30. ! 9R I). 

:J r!K' (()l1slilllfioll:J.1 pm\isiUtl for stalc \,.'l11plo)\,.'1.: n:lirI.:1111':111 S)Sktlls supports sud] an illlpliL'J l.',\(Cptioll, 

" , ' , , " 
:.:; ·'1,: I authorizl.:s us\,.' oftlmJs Jl'diC<ltt..:J 10 the Intl.'rlWlional :\lrp0l1 Rl.'\.l.'IlLJl.' Fund Ii.)r six purrosl.:s 

prm·iJillg. in pl,rtin~nt pal1. as fo!l(ms: 

Thl.' 1110111.') ill th\,.' /"\,,'\l.'nUl' fund shall on I) bl.' USl.'U I'll" lill' purposc ofpa) ing ur O-;l.:clJring till.' p:t) Illen! uJ'rh .... principal of 
. :l1ld inlL't\.':-.! (Ill th\,., htHlds ~ll1d t)r;ulli (lil an) I1th\,.'!" 1\'\ ... 'IlUl.' blJJ1d" j'isilL'd b) :tulhurjzalil)ll drlhl.' k'ttisl;J!ur ... , II) prO\i\k 

(. ~!JrN rll(lIllSOIl Hcu!.:rs \\\,.'0-;1..'\0 ('!aim ro Urig, t S (jo\". \\ urb. 
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funds to acquire. l:quip. construct and install additions and improVt'l1Hmts to. and extensions of and fllcilities _for. the 
airports and to be payable.: out of the reVl..!llUC fund. the purpose of paying the normal and necessary costs of main­
taining and operating the airports and all oflhe improvements and thcilitics ofthcl11. the purpose arpaying the costs of 
renewals. n .. ·placements and cxtraordinary repairs to the airports and all of the improvements and facilities oftht.:m. the 
purpose ofredecming before their tixed mHturics any and all n,:vcllUC bonds issued for for the purposes ortlit! airports. 
the purpose of providing tlmds to acquire, construct Jnd install IH:ccssary additions and ill1provcIlH:nts to and exh:il­
sians ofund facilitks tor the airports and all of their facilities, and the purpose of providing funds to pay any and all 
other costs relating to the ownership, usc and operation of the airports. 

[I··, I.:] A dedication of airport revcnues did exist prior to ratification. § 32-3A·15 ACLA 19~9. However. it was 
repealed in 1968 by § 2 ch. I~. SLA 1968. On the other hand. it may be that 49 U.S.C. § 1718. adopted in 1970 and 
amended in 1982 by Section 51 I of the Tax Equity and Fiscal Responsibility Act of 1982, P.L. 97-760, would be 
interpreted to require dedication of all airport revenues to construction, maintenance and operation of airports. 

[I , I ~l Our uncertainty on this point arises from the fact that the statute does not purport to dedicate a particular 
revenue source. 

ll·\ III The pending litigation discussed earlier (Trustees for Alaska v. State, supra) also includes a claim that an 
appropriation to the Alaska Power Authority of the interest to be received on money separately appropriated to the 
Power Development Fund violates the dedicated funds prohibition. § I ch. 90, SLA 1980. as reenacted by § 69 ch. 92, 
SLA 1981 and amended by § 236 ch. 141, SLA 1982. The questioned appropriation does not state a specific time 
period during which the interest is to be accrued. Consideration by the court of this particular question might not occur 
since. by informal memo dated April 19, 1982, we advised the Treasury Division of the Department of Revenue that 
the interest must be returned to the general fund because of a specific statutory requirement, '.\:":_}.:..·l.:\\}-,"1~')J.hJ We are 
informed that no interest has accrued to the Power Development Fund. 

Li··~ 1·':.1 In 1980. the legislature increased the percentage dedication applicable to most new mineral leases to 50 
percent. \, :~ ! ~.1/)()(,:.J(~.I. 

1982 Alaska Op. Atty. Gen. No. 13. 1982 WL ~3799 (Alaska AG.) 
END OF DOCUMENT 
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Finance and Taxation 

slich finding is arbitrary and \\ ithout an) reasonable hasis 111 111Ct fDl' .. lrmond \'. 
Alaska SI(flc D"I'eiOPIIICIlI COI,/,()l'l1lioll, 376 P,2d 717. 1962), 

The ,\Iaska Supreme Coun has yet to tind a legislative determination of public purpose arbitrary and 

without any basis in fact. It has upheid the usc of revenue bonds by a public corporation and gencml 

obligation bonds of a municipality for industrial development purposes IDcArll/olld: and IIi'ighl 1'. 

Cill' oj'PuIIllUl", 468 P.2d 326. 1970), It has upheld the use of revenue bonds by a public corporation 

to purchase home mongages (Walker v, Alaska Slalt' Morlgage Associalion, 416 P,2d 245. 1966), It 

has upheld state grants to homeowners to payoff the mongages of propeny lost in the 1964 

earthquake (Suber v, Alaska Slale Bond Commillce, 414 P,2d 546, 1966), In Suher the cOLIn said: .,It 

is not essential that the entire community or any particular number of persons should benefit tram 

remedial legislation in order that a public purpose be served. The purpose of the Program is no less 

public because its benetits may be limited by circumstances to a comparatively small pan of the 

public." The coun found no violation of this section by the Anchorage municipal telephone utility 

competing with private vendors of telephone equipment (Comlec, Incorporaled v, Municipalily of 
Anchorage, 710 P,2d 1004, 1985). 

A complex issue related to the public purpose safeguard of this section of the constitution concerns 

the activities of incumbent elected public officials in their quest for reelection, A governor running 

for reelection, for example, is vulnerable to the allegation that official travel and public appearances 

are campaign-related and not bona fide public business, The couns in Alaska have not been 

confronted with such a suit, and coun decisions elsewhere give little encouragement to those 
contemplating one, 

Section 7. Dedicated Funds 

The proceeds of any state tax or license shall not be dedicated to any special 

purpose, except as provided in Section 15 of this article or when required by the 

federal government for state participation in federal programs. This provision 

shall not prohibit the continuance of any dedication for special purposes existing 

upon the date of ratification of this section by the people of Alaska. 

Convention d~lt:gates prohibited the dl:dk~Hioll. or "L'ar11lJrking:' of funds for spl..'cilic purposes .'It) 

that Ihl.: kgislatUfl' \\()uld nut tit.: its u\\ n hands ill pm\ iding 1\11' the public JlI..'C'ds nf the daj, TilL' 

CI)Jllmelllar: 1m this s('ct;\)!1 b: the (ollslilutional COI1\(,lltioll cOlllmitlt:L' that dralt...:d it included this 
Ub:-'l.:f\;ljiuJI: 

[\':11 1110se rersOlls uf interests \\110 sL'ek the ~kdication of ft,!\CIlLJeS for their 0\\11 

projects \\ ill ~ldrnit that tilt.., carmarking of taxes or tL-es for Pliler illkrests is ':1 li:--cal 

\..'\ il. But if alhlcalilHl is pL'fmitted (or (l1h,' illh:I\.'~t tlh..' denial ()f it In ~1Ill)!lh..·r is 
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difficult. and the more special fllnds are set up the more difficult if becomes to deny 

other requests until the point is fcached where neither the governor nor the legislature 

has an) real control over the tin<lnces of the state. 

Thc phrase ""as provided in Section 15 of this article"" III the second sentence was added by an 

amendment in 1976 to allow creation of the A laska Permanent Fund (see Section 15). Two exceptions 

to the prohibition against earmarking were allowed by the convention delegates. One exception is a 

dedicated flilld that was already in existence. such as the school fund of AS 43.50.140. which receives 

proceeds from the tobacco tax for use of school repair and construction. The other exception allows 

new earmarking when it is required by federal law to participate in a federal program. This is the case 

with the Fish and Game Fund of AS 16.05.100. to which sport hunting and fishing license fees are 
dedicated. 

A statutory dedication of revenue may not seem too serious because future legislatures are not bound 

by it. But a statutory dedication is likely to be self-perpetuating. A governor's veto might block a 

future legislature's effort to repeal the dedication. The flow of money into and out of the fund may be 

""oft:budget" and shielded from annual review by the finance committees. And the dedication fosters 

the development of a constituency that benefits from the dedication and resists changes to it. 

How comprehensive did the convention delegates mean to be with this prohibition against dedicated 

funds when they adopted the phrase "proceeds of any state tax or license" in the first sentence? Did 

they mean all state revenue, or did they want to exclude from the prohibition against dedication those 

state revenues that are not derived from a tax or license? The question became important when Alaska 

negan to receive substantial income from oil lease bonuses and royalties. which are not proceeds from 

a tax or license. An opinion of the attorney general of an early administration said that oil lease 

royalty income \\as outside the prohibition against earmarking in this section. A later opinion 

reversed this interpretation and held that the historical record of the convention lIlade it clear that the 

delegates intended to bar the dedication of all state revenues. whether or not they derive strictly from 

a tax or license (1975 Opinion Attorney General No.9. May 2). Consequently. a constitutional 

amendment \-vas required to create the Alaska Permanent Fund. 

The courts hm e not ruled on the matter. but it is generally understood that the authors of the 

constitution intended certain exceptions to the prohibition against dedicated n.'\L'IlUCS. such as pension 

contribution:.;, proceeds from bond issues. fl'\ 01\ ing fund n:ceirts and sinking fund receipts ( 1982 

IJlr()rJll~1I OpinioIl ,\ttornl..'; Gcth.'r~d. \'o\clllher 30). Indccd. bc;und these practical exceptions III thl.! 

pmhibitiull Oil the dedic.ltioll of rc\ CIUIl:. it lllllst be nOkd that ...;uch dl!dications hu\'c a k'gitimatc role 
in st~lt(' linancial !ll~ln~lgLllh.:nt. tiL-spite tilL' puhlic policy problellls fllat causl'd tilL'lll to bL' proilibitL'd in 

rill' ;\Iaska Constitution. DLJic:ltion a!lO\\s tht.: h(,llL'tits of:1 public program to he dir('cII;.- linkL'd to 

lhnsL' \\110 pa: for tlll'lll. i{(,\(,llu('s arL' dL'dicatcd in i\laska toda: in a 111:11l1l('r tlwt Jll~lkt,S rile" pracficL' 

l"OJbtilulil)l1;lIly ~h.\.:('pl'lbk'. n;l1l1L'1: tllat tilL' p('rtillL'llt statutes sa: that tilL kgisl~IIUI\.· "mil:" 

:lppropriak tilL 1l10th.': for if:.; ~k:si':;I1;III..·d purpos('. II i ..... undnstood that rilL' k'gis!atuI'L \\ il! du .'in. :md 
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Hlilure to do so will ahrogate a political agreement. An example of this practice is tlli: tislleries 

enhancement tax [('vied under AS 43.76.0 [0. This is a tax on sal mOil fishermen intended to support 

salmon hatcheries. The tax receipts are deposited to the general fund. and "the legis/awn: may make 

appropriations to the Department of COlllmunity and Economic Development for the purpose of 
providing financing to qualified [regional aquaculture] associations" (AS 43.76.025). 

Enterprise funds arc also examples of de facto dedication of revenues. such as the Marine Higlmay 

System Fund. which directs receipts from the sale of tickets on the terry system to the support of that 

system. The constitutionality of this tund was challenged in court and upheld because the language of 

its authorizing statutes is pennissive and docs not restrict the authority of the legislature to 

appropriate money from the fund (although parts of the act creating this fund that restricted the 

authority of the executive branch to request appropriations from the fund were found to violate the 
prohibition of this section; see SOlllll!mall v. Hickel, 836 P.2d 936, 1992). 

Section 8. State Debt 

No state debt shall be contracted unless authorized by law for capital 
improvements or unless authorized by law for housing loans for veterans, and 

ratified by a majority of the qualified voters of the State who vote on the 

question. The State may, as provided by law and without ratification, contract 

debt for the purpose of repelling invasion, suppressing insurrection, defending 

the State in war, meeting natural disasters, or redeeming indebtedness 
outstanding at the time this constitution becomes effective. 

Limitations on the ability of states to incur debt arc a common feature of tiscal articles of state 

constitutions. They arc the consequence of well-publicized defaults by some or the older states on 

bonds issued for overly ambitious public works projects and of scandals arising trom corrupt public 

construction and financing schemes. Some constitutional limitations restrict general debt to specific 

purposes (only road construction. for example); some limit the amount of debt that Ina) be issued by 

establishing a ceiling 011 total allowable annuu! debt pa) Illcnts (usually c,xprl!sscd as maximum 

percentage of gl.:l1l!ral fund n:vcnuc); some require a supermajority vote of the legislature to contract 

Ji..:bt; and others require a rctl:fcndulll for the electorate to approve st~ltc indcbtcJncs5. The Territorial 

Organic .-\L:t of I q 1 ~ nriginall) prohihifo..:'d the territor) of :\/aska and its municipalities from acquiring 
;1I1: kind \}I\k'bl \\illlOlit cOllgressional appn.naL but this strictur-: \\as remmcd in It)]). 

in i~/S2 a (ol1~tiILHiutlal ~J!ll\.:IlJIl1!.!1l! \\:ts r~Hilic..:J Ihat insl'rteJ "or unit..'ss ~lLJthoriz('d h) 13\\ Ji.)r 

housing loans for \I...'terans:· This allO\\~d the state to in(ur tax-e.\empt general ohligation (kilt for 

vekrans' housing loans. The arnendJllL'l1t \\ ~IS J r('spoIlSr...' to a 19SU I-":dr...'ral la\\ II1~lt pn ... '\ enkd stah:s or 

public corporations such as the ;\laska Ilou~illg Fin'IIlcr...' Cllrpuraliull frnm selling Iwu..;ing bl>llds in 

th ..... ·\;I.\-cx..:lllpt 1ll:lrk ...... L hut ;dhm ...... d all ,:.\l' ...... ptillll 1;>1" g ...... l1 ...... ral nbJig;l1illl1 honds /lll" \ \,.'il'ran:->" hllll:'ing. 
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