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6. T h e  i m p l e m e n t a t i o n  of tills a g r e e m e n t  is s u b ject to legislative 

a p p r o p r i a t i o n .

d a t e d  J a n u a r y  S, 1972,

7. T h e  M e m o r a n d u m  o f  U n d e r s t a n d i n g /is h e r e b y  d e c l a r e d  null a n d  void.

D a t e d  at A n c h o r a g e ,  A l a s k a  this 11th d a y  of M a r c h ,  1972.

U N I V E R S I T Y  O F  A L A S K A  

/  -
By: C L  ^ r ? y

President, B o a r d  of R e g e n t s

Attest:

I I s / C  i
S e c r e t a r y ,  B o a r d  of R e g e n t s  / t i t T e *

A L A S K A  M E T H O D I S T  U N I V E R S I T Y Attest:

E y - T J ^ L t U
C h a i r m a n ,  B o a r d  of T r u s t e e s S e c r e t a r y ,  B o a r d  of Tri&tee.
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T H E  L E G I S L A T U R E

AUDIT DIVISION

POUCH IV -  ALASKA OFFICE BUILDING

FINANCE DIVISION 

rOUCH WF —  STATE CAPITOL

BUDGET AND AUDIT COMMITTEE j  JUNEAU 99801

M E M O R A N D U M

TO Legislative Finance Committees

FROM: Rich Guthrie
Fiscal Analyst

DATE: M a r c h  24, 1972

S U B J : AMU Land Sale,
T u i t i o n  E q u a l i­
zation

The attached materials have been dev eloped by AMU at the request 
of the House and Senate Finance Committees. The i n f o r m a t i o n  is 
as follows:

1. Cash Fl ow Projections, 1971-72.

2. Major Budget Revisions, N o v ember 1970 through February 1972.

3. Proposed U t ilizat ion of Land Sale Proceeds, March 1972 
through August 1972.

4. Proposed Budget, 1972-73.

5. AMU Statements of Position: Land Sale, Tuition Grants.

Attachments
RG/ds



A c n c A u f y f r / c / M  r & >
fttffjC-ffPED E X P E N D I T U R E S : 

Salaries

Building Bond Interest 

M o n t h l y  Expenditures

ALASKA METHODIST UNIVERSITY

CASH FLOW P R O J E C T I O N .......  1971 - 1972 BUDGET Y E A R

CURRENT OPERATIONS, A U XILIARY ENTERPRISES &  REPAYMENTS

A c t u a l s : 

July -

REVISED March 21 , 1972
’B u L b & Z T E D

Current Repayments &

Estimate Combined

OPerations<4^0perations & 

Auxiliary

0

Loan Repayments

Accounts Payable & Contracts

T O T A L  EXPENDITURES

E D
a BUDGETED INCOME:

Sale of Residence 

Released Library Funds 

L i b r a r y  Transfer 

T u i t i o n

Auxi l i a r y  Income

Indirect Costs

Title III

Miscellaneous

A d v ance Specials - Church

Donations for Operations-Alaska

Nationwide

Southeast

Sale of Land to U  of A  

TOTAL INCOME 

M O N T H L Y  G A I N  (LOSS)

•' CUMULATIVE CAS H  FLOW

v

February Ma r c h April May June 1971-72 1971-72

836,935 120,000 120,000 120,000 134,685 1,248,930 1,331,620
- 45,000 - - - - 45,000

655,110 100,000 95,000 95,000 122,150 684,550 1,067,260

1,492,045 265,000 215,000 215,000 256,835 1,933,480 2,443,880

360,000 283,000 .. a. 100,000 743,000
400,000 242,000 - - - - 642,000

2,252,045 790,000 215,000 215,000 356,835 1,933,480 3,828,880

45,000 .. a. a. _
45,000 45,000

518,000 - - - - 108,000 518,000
350,000 - - - - - 350,000
508,000 27,000 27,000 27,000 44,500 633,500 612,000
375,000 40,000 40,000 40,000 46,000 30.600 541,000
105,400 8,000 8,000 8,000 9,600 139,000 139,000
30,775 . 7,000 7,000 7,000 8,225 60,000 60,000
99,513 12,000 12,000 12,000 2,087 137,600 112,600
46,353 7,000 7,000 7,000 7,647 75,000 75,000

100,876 12,000 12,000 19,124 6,000 150,000 200,000
139,984 27,000 27,000 27,000 29,016 250,000 451,280

- - - - - - 100,000
- 975,000 - - - 350,000 975,000

2,318,901 1,115,000 140,000 147,124 153,075 1,978,700 4,178,880

66,856 325,000 (75,000) (67,867) (203,760)
- 66,856 391,856 316,856 248,980 -

66^856 391,856 316,856 248,980 45,220 45,220 350,000

D  / l  i  /  I o o l i k .  r e p a y  .
' • V O  j c i y  * f l x £ a  °tati* s e w / c e )  ^ l i a \ r y  — K4.Ck.rly S ix jo y o A *  h o

C "to p il t Zioua i - ^



ALASKA METHODIST UNIVERSITY March 10, 1972 *
MAJOR BUDGET REVISIONS AMU/MGM

NOVEMBER 1970 THROUGH FEBRUARY 1972
c u r r e n t  o p e r a t i n g  a n d  a u x i l i a r y  b u d g e t s

November 1970 Recommendation

Adjustments made for February 1971 recommendation 

Office of executive vice president established 

Expansion of the development program 

Net amount of other increases and decreases 

Full-time audio visual reduced to 1/2 time 

Instructional equipment budget reduced 

Four desired faculty positions eliminated 

College of Nursing eliminated unless additional 

outside funds become available 
[Restricted funds later became available 

and the total program was transferred to 

the Restricted .Budged ($169,800)]

Athletic program reduced 

Library salaries and student help reduced 

C ontingency for instructional program development 

Auxiliary expenses reduced (1 maintenance man 

and miscellaneous equipment)

Subtotal of Budget Revisions Prior to February

Budget as approved February, 1971

Adjustments before budget adoption in May, 1971: 

Tution increased

Title III included to fund 4 teaching and 

several qualifying positions 

Donations Reduced

Desired administrative support salaries 
eliminated, and miscellaneous 

Student recruitment - 1 desired position 

not funded, and miscellaneous 

Staff benefits reduced - due to non-funding 

of desired position 

Tublic Relations - 1/2 position not funded 

and miscellaneous 

Development p r o g r a m  expansion reduced 

Instructional equipment reduced 

Faculty positions not funded

Faculty professional meetings travel eliminated 

Balance of College of Nursing transferred to 

restricted budget 

Moving expenses due to non-funding of positions 

Commencement exercised reduced 

Audio visual equipment reduced 

V isiting lecturers, films, chorale 8 misc..

Athletic p r o gram reduced

Library Bindings f< student help

One desired maintenance position not funded

Debt service increased

Auxiliary loss increased

Net amount of other minor increases fi decreases

Subtotal of Budget Revisions before Adoption

Budget as Approved May, 1971

Income______ Expense Balance

3,046,100 2,520,235 525,865

34,200

50,000

45,633

(3,900)

(25,050)

(47,500)

(97,600)

(15,000)

(4,200)

(96,168)

(15,700)

-0- (175,285) 175,285

3,046,100 2,344,950 701,150

50.000

60.000

(570,000)

(33,670)

(16,800)

(14,800)

(6,115)

(16,000)

(26,450)

(84,470)

(18,625)

(72,200)

(3,500)

(3.000) 

(5,100) 

(7,800)

(10,000)

(7.000)
(8.000) 

34,620

2,000

(15,980)

(461,500) (312,070) (149,450)

2.584.600 2.032.880 551,720



Revisions m a d e  in September 1971:

Tuition E q u alization was not Funded 

Indirect C o s t  Recovery increased due to 

increased programs 

Add Sale of President's Resicence and Net Library 

Transaction 

Reduce N a t i onwide Campaign

Eliminated Funding for Unfilled Faculty Positions 

Requested Bond Repayment be made from Sinking Fund

Subtotal of Revisions

Budget as R e v ised September, 1971

Revisions M a d e  in February, 1972:

Indirect Costs Recovery increased

Nationwide Donation Reduced

Transfer Net Auxiliary Earnings, to Operations

Subtotal February, 1972 Revisions 

C U R R E N T  BUDGET-AS REVISED

Budget as Appi'ovcc! May, 1971

RECAP

November 1970 Budgets 

Current Budget —  As Revised 

Total Cumulative Revisions

Total C u m u lative Reductions

Nursing Budget Transferred to Restricted Budget 

Auxiliary Reduction Due to Sinking Fund Transfer 

Net Reductions to Operating Fund

Income Expense Balance

$2,584,600 2,032,880 551,720

(550,000)

94,000

153,000

(16,000)

(30,000)

(100,000)

(319,000) (130,000) (189,000)

2,265,600 1,902,880 362,720

20,000

(382,720)

30,600 30,600

(332,120) 30,600 (362,720)

1,933,480 1,933,480 -0-

3 046,100 

1,933,480

2,520,235

1,933,480

525,865

-0-

1,112,620 586.755 525,865

586,755

169,800

83,100

333,855



March 20, 1972
AMU/MGM

UTILIZATION OF LAND SALE PROCEEDS 

March 1, 1972 thru A ugust 31, 1972

First Half Land Sale Proceeds, First Payment 

M a r c h  20, 1972

Amount Needed to Complete Current Budget Year 

(Expenditures less Income) Through June 30, 1'972

A vailable to Retire Outstanding Obligations

Replenish Sinking Fund . $142,000

Contracts § Miscellaneous $100,000

Reduce Bank Loans $383,000

Remaining Half Land Sale Proceeds, Second Payment 

July 1, 1972

Amount Needed for Current Operating during Jul y  

and August 1972 (Expenditures less Income)

Retire Remaining Balance Due on Bank Loan

Balance Available to Begin Fall Semester, 1972

$975,000

(350.000)

625.000

(625.000) 

-0-

975.000

(350.000)

(190.000) 

$435,000



March 20, 1972
AMU/MGM

/ A L A S K A  METHODIST UNIVERSITY

INSTRUCTIONAL OPERATIONS 5 AUXILIARY ENTERPRISES 

PROPOSED BUDGET 

1972-73

/
Current Instructional Operations:

REVENUES:

Tuition -- 1/

Full Tim e  (520 x  $2250)

Part Time, Extension § Public Service 

Summer School

$1,170,000 2/ 3/

90,000

80,00 j

Fees and Miscellaneous Income 31,100

Alaska Review, Athletics, Dr a m a  20,000

Indirect Cost Reimbursement § Administration 73,000

Title III 60,000

Sub-Total 1,524,100

Donations —

Advance Specials (Church Donations) 200,000

Alaska Donations 100,000

Nationwide Campaign 300,000

Sub-Total 600,000

TOTAL INCOME FOR INSTRUCTIONAL OPERATIONS 2,124,100 4 / 5 /

AUXILIARY ENTERPRISES:

Income 601,000

Les s :

A ux i l i a r y  Expenditures (537,400)

Debt Service 5 Bldg Bonds (133,000)

A u x i l i a r y  Deficit (69,400)

N ET INCOME: INSTRUCTIONAL f, AUX I L I A R Y  2,054,700

BUDGETED INSTRUCTIONAL EXPENDITURES (1,953,480)

C O N T I N G E N T .BALANCE $ 1 2 1 , 2 2 0

1 /  See attached Document #72-021 for details and basis (#3b.(l)A.)

2/ See attached Document #72-020 for 1971-72 tuition estimates (#3b.(l)A.)

3/ Any tuition scholarships in 1972-73 will be funded by donations not included in the

$600,000 scheduled below: T h e r e  are no unfunded tuition scholarships included in

this estimate.

4/ The answer to question #3b.(l)B. is attached as a separate schedule.

5/ AMU has restricted income and expenditures in addition to the amounts shown in this

schedule. These amounts are p r imarily subject to State and Federal appropriations 

and budget approval and the amounts for 1972-73 are unknown at this time. A  green 

copy of the 1971-72 budget is attached to identify the various types of programs 

and amounts involved. It is anticipated that 1972-73 funding for restricted 

programs will increase.



Alasha-Mpibodist University

.. 72-021
D6c. --- — ------— --------

BASIS FOR BUDGET COMPUTATION 

FULL-TIME STUDENT PROJECTIONS 

1972-73

F u l l  Time Students 1971-72: Fall Actuals

(340 One- Y e a r  Residents: 83 Non-Residents)

P r o j e c t e d  Increase of N e w  Students: 15 Percent

R e d u c e  A t t r i t i o n  Rate to Two-Thirds of Current Rate:

Senior &

Freshman Souhomore Junior Graduate

C u r rent E n r o l l m e n t  (h23) 

C u r rent A t t r i t i o n  Rates per
ll*3 115 86 79

H igher E d u c a t i o n  Study m 1 % 7 1> P S
At t r i t i o n  at Current Rate 97 8 b 2

R e t a i n  1/3 o f  these Students 32 3 __ 2 __ 1

Pro j e c t e d  F u l l  Time Students 1972-73 

R e d u c e  for Conse r v a t i s m

Basis for B u d g e t  Computations 1972-73

(450 One Yea r  Residents and 70 Non-Residents)



Alaska jtfcthoclist University 
Doc, ^ 2 - 02,0 _ _

March 9 , 1972
MGM

1971-72

On Campus 

Full-Time & 

Part-Time

Extension 

& Public 

Service
Summer
School

Tuition

Total

Full-Time Students

*423 Students x $1500 $63*4,500 $63*4,500

Extension & Part Time Students:

Pall Semester 517 

Sirring Semester 517 

Total Courses 1,03*4 

Average Cost x  87 

$90,000 

Approximate Allocation 30,000 60 ,000 90 ,000
Summer School - Based Upon 1971 Actuals 89,000 89,000

Less Tuition Scholarships

66*4,500

110.000

60 ,000
-0-

89 ,000
10,000

813,500

120,000

Anticipated Tuition 1971-72 55*1,500 60,000 79,000 693,500

Budget 1971-72
Anticipated Tuition O v e r  Budget

550,000

14,500

50,000

a.0,000

1
1
1
]

m 662 ,000
31,500
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March 20, 1972
“  AMU/MGM

SCHOLARSMI!’

Question: 3b(l)B

ESTIMATES 

LOANS AND TUITION GRANTS 

1972-73

T u i t i o n :
Full-Time One Year Residents

450 Students @ $1400 - State G r a n t - i n - A i d ^  ) 

450 Students @ $850 - Balance from Students 

Full-Time Non-Residents 

70 Students 0 $2250 

Total Tuition Anticipated From Full-Time Students

$630,000

382,500

157,500

$1,170,000

316, or 61%, of the 517 part-time students enrolled for the fall semester certified 

that they are residents (for at least 12 months) of Alaska. The Registrar projects 

no increase in this number for the next year.

Therefore, it is estimated that the following amount would be needed to fund part-time 

students un d e r  the tuition grant program:

Number of Part-time Alaskan resident students 

Average amount of assistance (1/2 of grant) 

Total funds needed

316

$700

$221,200

Therefore:

Total funds needed to fund Tuition Grant Program:

T u i tion Grants:

450 Full-Time Students 0 $1400 each $630,000

516 Part-Time Students 0 $700 each 221,200

Total needed for Tuition Grants for Students 

Attending AMU during the 1972-75

Academic Year $851,200

The scholarship loans (Sec. 14.40.751) are made directly to students upon certification 

to the State of Alaska by the institution that the student is enrolled for at least 

twelve semester hours o f  credit during the semester. The loans are paid directly to 

the students and not to the institution. The Statewide average amount per loans made 

in 1971-72 was approximately $1,400. T he 85 loans made during 1971-72 to students 

attending A M U  was also $1,400.

It is estimated that the amount needed from the scholarship loan program for students 

attending AMU is as follows:

Full-Time Alaskan Residents 450

Percent Applying for Loans 35 1/3

Number of Student Loans 150

Amount of Average Loan (Balance of tuition) 850

Total Loan Funds Needed 127,500

0 )  See C A ' t t & e J n d j



March

CROSS REGISTRATION 
PRELIMINARY E SI  MATES 

3071-7?.

U/A Students at AMU Pall
ll/A Students at AMU Spring Preliminary
Total U/A Students Attending AMU

'•The U/A pays AMU $6.75 per semester hour 
for their students v;ho attend AMU courses.

AMU Students at U/A Pal]
AMU Students at U/A Spring Preliminary
Total AMU Students Attending l)/A

' •'AMU pays U/A $2.25 per semester hour for 
their students who attend U/A courses.

Net Awcant to AMU

No. of S t u d e n t s

39 
3 00 

139

Amounts

$ 966.94 
2,416.50 

3,383.44' *

15
32

47

(99.00)

(195.50)
‘($292.50)**

$3,090.9-

The cross registration program was initiated during the 3970-73. year and 
lias been steadily growing. An estimate for the 1972-73 academic year is 
subject to many factors, including the elimination of duplication of higher 
education opportunities in Anchorage, but participation in cross registration 
should increase by a factor of 3 1/2 or 2.

3n addition, it is impossible to assess realistic dollar value to this program 
until after the implementation of the "Consortium Agreement" and the tuition 
chargc-s are determined. Currently, only tokbn rates are being assessed between 
the institutions.

No estimate is being made for. other consortium or cooperative programs at this 
time; however, programs of this type should permit both institutions to provide 
better education at reduced rates.



A l A S N A  M E T H O D ! F T  U.Vn’E P . S m '
J u l v  1, 1 £571 t h r o u g h  J u n e  37, 1972

O P E R A T I O N S  A S T  r e s t r i c t e d  s u m s *  s u m m a r i e s

O P E R A T I O N S  S V D 777

i n c o n e  fc r  C-potations:
T u i t i o n  
F e e s
M i s c e l l a n e o u s  Ir. ccr.e 
Title- III ( A l l o c a t e d  t o  C/O)
I n d i r e c t  Cost R a r. :u r s e n  c r. t 
N e t  L i b r a r y  T r a n s a c t i c s  
S a l e  Ncr.-Ccnti g u r u s  R r c p e r t y  
A u x i l i a r y  E n t e r p r i s e s  
D o n a t i o n s  :

N a t i o n w i d e  
Alaska 
C h u r c h

T o t a l  Intc :.e f c r  O p e r a t i o n s  
E x p e n s e s  fo r  O p e r a t i o n s  
B a l a n c e
Anour.t and P e r c e n t  f r c r  C u t s i d e  A l a s k a

R E S T R I C T E D  EYDT.ETS

F e d e r a l  R e s t r i c t e d  G r a n t s :
T i t l e  III
A l a s k a  Stf.tev.-ids- H i g h e r  E d u c a t i o n
H e a d  Sttrt R e g i o n a l  T r a i n i n g  O f f i c e r  Frograr:
A C T  17:.771 S T  A
N a t i o n a l  S c i e n c e  1 our. da tier.
A l a s k a  S c h o o l  N u r s e  M e n t a l  H e a l t h  W o r k s h o p  
P s y c h i a t r i c  N u r s i n g  P l a n n i n g  G r a n t  
F e d e r a l  N u r s i n g  Grant

Fc-deral R e s t r i c t e d  Crar.ts
St at e o f  A l a s k a  is Frir.e C o n t r a c t o r .  AJ-2J S u b - C o n t r a c t o r :

A l a s k a  Rural T e a c h e r  T r a i n i n g  C c r p s  
Hskir.o .Art F r o r r n r  
A l a s k a  C h i l d r e n ' s  Art E x h i b i t  
Y o u n g  .Alaskar.s A r t  E x h i b i t

F e d e r a l  R e s t r i c t e d  G r a n t s  --
Private- C:>rre r a t i o n  is Trine- C o n t r a c t o r ,
A M U  is Sub— C o n t r a c t o r :

F e d e r a l  Schr-iarshits, G r a n t s  £ Loans: 
C o l l e g e  W o r k - S t u d y

- Grant
N a t i o n a l  D e f e n s e  S t u d e n t  L e a n  Funds

D e n a l i  S t a t s  P a r k  Grant
C o l l e g e  o f  B u s i n e s s  £ E c o n o m i c s  R e s e a r c h

17?,527 
0 5 , 2 3 7  
9 1 , SEC 
26£_, d"C

173.C9C 
2 , 0 9 0  
S , Cf.Q

6,176

10,515

Budset

012,000 
7 7 , 1 0 0  
,35,SCO 
6 0 , 0 0 0  

1 3 9 , 0 7 0
10 5 . 0 0 0  
4 5 , 0 0 0  
3 0 , 6 0 0

4 5 ! , 2 3 0
200.000 
175.CC 0

i7?3T,~nr 
1,95.3,-'.30

100,000
1 5 6 ,446
5 7 . C C 0
5 5 , 1 0 5
3 , 5 0 5

25,011
5 . 5 4 6

4 4 , 5 2 6 4 2 5 , 3 4 0

114,356
5 , 5 0 0

6 0 0
60 0 1 1 9 , 0 5 6

5 7 , 5S7

6 7 2 , 5 3 9

15 2,000

r , ’76

30,515 
1. O.Ti'l'

. ' 5 4 -

A m o u n t  F r o n  
O u t s i d e  
A!aska

S. C O O
6 0 , 0 9 0S2 ,rco

10 3,000

4 5 1 , 9 3 0  

1 7 5 , 0 0 0

T52T2T0

11?, 05*6

57,567

6 0 0 , 5 6 0

Vcrccr.t
F r o n
O u t r i d e

9.1

4.1

93 is also i n c l u d e d  cr. Indirect 
Cost P.einb. r r e r v n t , a n d  5 6 0 , C 3 0  as T i t l e  i l l  u n d e t  
ijiccr.e fcr o p e r a t i o n s

K-GM/A.TJ/1-7:



A D D E N D U M

As t o  che sr 
by R e c o m m o  
p l a n  w i l l  
at l e a s t  o. 
A l a s k a ,  st:-\ 
i n s t i t u t i o n .

p l i c a t i o n  o f  t h e t u i t i o n  ennaJli z a t l o n  f o r m u l a p r o p o s e d  
ifcion 6, a b o v e ,  t h e  f o l l o w i n g  e x a m p l e s  s h o w  h o w  the 
e A l a s k a  s t u d e n t s  w h o  h a v e  b e e n  s t a t e  r e s i d e n t s  f o r  
y e a r ,  a n d  w h o  a r e  a t t e n d i n g  p r i v a t e  i n s t i t u t i o n s  in 
a i d  to a p p l y  t o w a r d  t h e i r  t u i t i o n  at the p r i v a t e

M ' . i

Cfi*A t

V  •

F o r  e x a m p l e ,  a s t u d e n t  a t t e n d i n g  A l a s k a  M e t h o d i s t  U n i v e r s i t y  in 
A n c h o r a g e : .the  c o s t  of  operat i o n  r>f thP Uni v a r s i t y  of A l a s k a  a t
A n c h o r a g e  has b e e n  d e t e r m i n e d  bv the U n i v e r s i t y  to be $ 1 , 2 1 5  p er
f u l l - t i m e  e q u i v a l e n t  (FTE~) s t u d e n t  n p r  ar.arlgml n y p ? r  nr1 hi.rn-------

s e m e s t e r s .  T h i s  a m o u n t s  to $ 6 0 7 . 5 0  p e r  s e m e s t e r .  T h e  c o s t  o f  
tuition, at the U n i v e r s i t y  of A l a s k a ,  A n c h o r a g e ,  is $1 0 0  p e r  s e m e s t e r .  
T h e r e f o r e ,  the a m o u n t  t o  be a l l o w e d  e a c h  student, to be a p p l i e d  
t o w a r d  p a y m e n t  o f  t u i t i o n  at A M U  w o u l d  be $ 6 0 7 . 5 0  - $ 1 0 0 . 0 0  = $ 5 0 7 . 5 0

F o r  p a r t - t i m e  s t u d e n t s ,  the a m o u n t  a l l o w e d  w o u l d  
b a s i s  o f  t h e  s t u d e n t ' s  l o a d  ( c r e d i t  h o u r s )  m i n u s  
s t u d e n t  w o u l d  p a y  at the s t a t e  i n s t i t u t i o n ,  

s t a t e  l / 3 0 t h  o f  $ 1 , 2 1 5  o r  $ 4 0 . 5 0  p e r  c r e d i t  
s t u d e n t  at the U n i v e r s i t y  of  A l a s k a ,  
t i m e  s t u d e n t  t a k i n g  six c r e d i t  h o u r s  
r e c e i v e :  6 x $ 4 0 . 5 0  = $ 2 4 3 . 0 0 ,  less

t h e  U n i v e r s i t y  f o r  a s t u d e n t  t a k i n g

$135

be  c o m p u t e d  o n  the 
t h e  a m o u n t  t h a t  

T h u s ,  it c o s t s  the 

h o u r  to e d u c a t e  a 
A n c h o r a g e  c a m p u s .  A p a r t -  
at AMU, f o r  e x a m p l e ,  w o u l d  
$108, the a m o u n t  c h a r g e d  by 

s ix c r e d i t  h o u r s  at the U n i v e r­
sit y  of  A l a s k a ,  A n c h o r a g e ,  or $135 a l l o w e d .  (The U n i v e r s i t y  of  
A l a s k a  c h a r g e s  $18 p e r  c r e d i t  h o u r  up to six h o u r s ;  $1 1 0  p e r  s e m e s­

t e r  f o r  7 - 1 1  c r e d i t  h o u r s  a n d  $100 p e r  s e m e s t e r  f o r  12 c r e d i t  h o u r s  
o r  m o r e .)

F o r  e x a m p l e ,  a s t u d e n t  a t t e n d i n g  S h e l d o n  J a c k s o n  C o l l e g e  at S i t k a :  
t h e  a v e r a g e  c o s t  to  t h e  s t a t e  p e r  F T E  s t u d e n t  p e r  a c a d e m i c  y e a r  of  
t w o  s e m e s t e r s  to o p e r a t e  S i t k a  C o m m u n i t y  C o l l e g e  is $ 1 , 0 5 5 *  T h e r e­
fore,  it c o s t s  $ 5 2 7 . 5 0  p e r  F T E  s t u d e n t ,  p e r  s e m e s t e r .  A f u l l - t i m e  
s t u d e n t  p a y s  $ 1 0 0  t u i t i o n  at S i t k a  C o m m u n i t y  C o l l e g e  e a c h  s e m e s t e r .  
T h e r e f o r e  a n y  A l a s k a  r e s i d e n t  w h o  e n r o l l s  at S h e l d o n  J a c k s o n  C o l l e g e  
f o r  a fu l l  l o a d  (12 c r e d i t  h o u r s  or m o r e )  m a y  r e c e i v e  $ 5 2 7 * 5 0  - 
$ 1 0 0 . 0 0 ,  o r  $ 4 2 7 . 5 0  to b e  p a i d  to t h e  s t u d e n t  t o w a r d  t h e  c o s t  of 
h i s  t u i t i o n  for a s e m e s t e r  of s t u d y  at S h e l d o n  J a c k s o n  C o l l e g e .

$ 1 , 0 5 5  p e r  F T E  s t u d e n t  is e q u i v a l e n t  to  $ 3 5 * 1 7  p e r  c r e d i t  h our. 
H e n c e ,  a p a r t - t i m e  s t u d e n t  c a r r y i n g  six c r e d i t  h o u r s  w o u l d  r e c e i v e :
6 x $ 35 * 17 = $ 211, l e s s  $108, o r  $103, w h i c h  h e  is p a i d  to a p p l y
t o w a r d  t h e  c o s t  o f  h i s  t u i t i o n  at SJC.

F r o m  t h e s e  e x a m p l e s  it w o u l d  be a s i m p l e  m a t t e r  to D r e p a r e  a c h a r t
s h o w i n g  the a m o u n t s  a l l o w a b l e  f o r . a n y  n u m b e r  o f  c r e d i t  h o u r s

c a r r i e d  u p  to 12 h o u r s  at w h i c h  p o i n t  a s t u d e n t  b e c o m e s  " f u l l - t i m e . "

jt z f ’  / f / 0 0  A T ,



1. W r i t t e n  s ta tement rega rd ing  AM U 's  pos i t ion  on the tu i t ion  e q u a l i z a t i o n  
p r o p o s a l s  (HB 6 0 8 ,  HB 549 )  and the l e a s e  o r  s a l e  o f  land t o  the U n i v e r s i t y  
o f  A la s k a .  D e t a i l  o ther  a l t e rn a t i v e s  or c on sequ ence s  i f  e i th e r  o r  both o f  
t h e se  p r o p o s a l s  do not  become l aw .

W e  wou ld  want to em phas i z e  that ne i the r  o f  the p roposed  b i l l s  c a l l s  f o r  
t u i t i on  e q u a l i z a t i o n .  The b i l l s  c a l l  f o r  »' i t ion  g ran ts  or  tu i t ion  a s s i s t a n c e  
but the re  remains  a c o n s id e r a b l e  ba lance  in each  c a s e  tha t  the s tudent 
w ou ld  have to meet .

For  y ou r  c on ven ience  we a rc  rep roduc ing be low t h o s e  d e f in i t i v e  s ta tements  
made a t  the Ma rch  10th h ea r ing s  in Anchorage cha i r ed  by Rep re sen ta t iv e  
G en ie  Chance wh ich  per ta in  d i r e c t l y  t o  th is  q u e s t i o n .  W e  o re  a l s o  a t t a c h ­
ing the f u l l  t e x t s  from wh ich  the se  s ta tements  a re  ex ce rp ted .

Cha i rman Ac W is c hm e ie r  o f  the Board o f  T rus tees

"The la s t  s e v e r a l  months o f  good fa i th  n ego t ia t io n  by AMU con s t i tu te  
the  con t inua t ion  o f  the p ro c e s s  o f  s eek ing  a cco rd ,  now a lm o s t  s even  
y e a r s  in d u ra t i o n .  There has  been open d i s c l o s u r e  o f  the d e ad l i n e s  
tha t  AMU has  had to meet in o rder  to  con t inue  to  p la y  her  part  in the 
educa t ion  o f  our young p e o p l e .  The land l e a s e  p ro p o s a l  l o o k e d  v e r y  
p rom is ing ,  e s p e c i a l l y  when the f a i r  marke t  a p p r a i s a l s  o f  the th ree 
app ra i s e r s  came in s o  c l o s e .  H oweve r ,  the y  d id not become pub l ic  
in such a fo rmat as to be regarded as r e s p o n s i v e  to  the  concep t  o f  a 
9 9 - y e a r  land  l e a s e  w i th  a b u s in e s s l i k e  annua l  r a t e .  T h e re fo re ,  i t  d id  
not happen ,  and it was  n e c e s s a r y  to  wo rk  w i th  an Amended Memorandum 
o f  Unde rs tand ing .  Du r ing  a l l  o f  th e se  n ego t i a t io n s  we have  unders tood  
tha t  both the  tu i t i on  g rant  and the land t r an s a c t i o n  are n e c e s s a r y  and 
w ou ld  u l t im a te ly  be en a c t e d .  The amended memorandum w a s  worked  
out -with the  p roper s ta t e  o f f i c i a l s  in Juneau w i th  the r e s u l t  tha t land 
in vo lv ed  w i l l  be a d v an tag e ou s l y  a v a i l a b l e  to the U n i v e r s i t y  o f  A laska  
at Anchorage on an out r ight  owne rsh ip  b a s i s .  By v i r tu e  o f  there being 
an AMU, a port ion o f  t h i s  cho ice  t rac t  o f  land w i l l  now be a v a i l a b l e  
t o  a l l  o f  u s  and future g ene ra t i on s  fo r  the en r ichmen t  o f  l i v i n g .

"As we move in to  the 1 9 7O's, AMU has new le a d e r s h ip  and a  renewed 
de te rm ina t ion  on the part  o f  i t s  suppo r t e r s ,  a lum n i ,  t r u s t e e s ,  f a c u l t y ,  
s tuden ts ,  and s t a f f  to  k eep  fa i th  wi th the dream wh ich  in sp i red  i ts  
c r e a t i o n .  These  are not  mere w o rd s .  F i s c a l  a c c o u n ta b i l i t y  i s  the 
watchword  o f  the a dm in i s t r a t i o n .  Educa t iona l  in teg r i t y  i s  the comm it ­
ment o f  the pe rsonne l  in c l a s s r o om ,  l a b o r a t o r y ,  and o f f i c e .  As th i s  
mood becomes  c on tag iou s  we f ind new f r i e nd s  here and O u t s id e .  D oo r s  
a re  r e - o p en ing  wh ich  appea red  to be c l o s e d .



"This i s  th e  t ime fo r  en l igh tened  l e g i s l a t i o n  such a s  HB 549 ,  wh ich  
wou ld  con t inue  the l o an  program fo r  d e se rv ing  s tuden ts ,  and a l s o  
p rov ide  tu i t i on  g ran ts  to  s tudents  w'ho wou ld  s t i l l  have to  e x e r c i s e  
in i t i a t i v e  t o  f ind  add i t i o n a l  p e r s on a l  r e s o u r c e s  to at tend AMU or 
She ldon J a c k s o n .  In an i d e a l  w o r ld ,  comp le te  tu i t ion  e q u a l i z a t i o n ,  
here or  e l s e w h e r e ,  might be m a rv e l o u s ,  but in the r e a l  w o r ld ,  with 
a s t ra in ed  e conomy ,  tu i t i on  g ran ts  wou ld  r e c ogn i z e  t a le n t  and need ,  
and at the  same t im e ,  encou rage  the p e r s on a l  i n i t i a t i v e  d imens ion  
o f  ou r  f r e e  e n te rp r i s e  s y s t em .  I t  i s  one  th ing to  ch oo se  and yet 
ano the r  th ing  t o  be en ab led  t o  make a r e s p o n s ib l e  c h o ic e .  En l igh tened 
l e g i s l a t i o n  w i l l  moke c h o ic e  both p o s s i b l e  and r e s p o n s i b l e .

"Although we  a re  a young s ch o o l  we have  been at ou r  t a s k  long  enough 
to  know w ha t  we need to  f u l f i l l  ou r  p o t e n t i a l .  W e  cannot  honor our 
o b l i g a t i o n s  t o  t h o s e  who  have  t rus ted  us nor make the c re a t i v e  and 
d i s t i n c t i v e  c on t r ib u t i on s  we a re  competen t  to  make i f  we canno t  s ta y  
a l i v e .  W e  w i l l  not  s ta y  a l i v e  w i thou t  both the land s a le  and the 
tu i t ion  g ran t  l e g i s l a t i o n  p rope r l y  funded .  I f  th e se  th ings  do not  
happen ,  w e  w i l l  c l o s e .  W e  w i l l  make eve ry  e f fo r t  to  d is cha rge  our 
l e g a l ,  f i n a n c i a l ,  and mo ra l  o b l i g a t i o n s  h ono rab ly .  W e  w i l l  l o c k u p  
the f a c i l i t i e s  in a s ta te  o f  'p ro tec t ive  c u s t o d y . '  I  have t r ied  t o  put 
th is  part o f  my s ta temen t  as  p o s i t i v e l y  as  such a grim sub je c t  can 
be put .  W e  do no t  w i s h  to  s ee  the dream end th i s  w ay  but we are 
r e a l i s t s .  "

D r .  John O .  P i c t o n ,  P re s id en t

"The A la s k an  L eg i s l a t u r e  h a s  p re v i o u s l y  taken the in i t i a t i v e  and 
p rov ided a loan  program fo r  s tu d en t s .  As we know , the r e sp on s e  
th is  y e a r  h a s  been o ve rw he lm in g .  Nothing shou ld  be done to  com ­
p rom ise  the  f o r g i v e n e s s  f e a tu re  o f  that p rogram. W i th  the con t inued  
need we h ave  f o r  g rowing our own l e a d e r s  it makes  good sense  to 
keep  a s  many o f  our young p eop le  in the s ta te  a s  p o s s i b l e .  I am 
p le a s ed  t o  see t h a t  the nex t  l o g i c a l  s tep  is con temp la ted  in b i l l s  
c a l l i n g  f o r  tu i t i on  g r a n t s .  Tu i t ion  g ran ts  go to the s tu d en t s .  To 
the deg ree  that AMU and She ldon  J a ck son  bui ld  and mainta in  programs 
o f  e x c e l l e n c e  wh ich  w i l l  a t t r ac t  and h o ld  s tudents  they  w i l l  be ab le  
t o  compete  with the s ta te  p rograms o f  h ighe r  educa t i on .  In the 
in s tance  o f  HB 549  wh ich  w ou ld  pay  up to $ 1 , 4 0 0  per  y ea r  to a 
f u l l - t im e  r e s i d e n t  A la s k an  s tudent  t o  a t tend AMU the student wou ld  
s t i l l  have  t o  r a i s e  an a d d i t i o n a l  $ 950  to  pay his tu i t ion  and f e e s ,
A s tudent a t  the U o f  A wou ld  on ly  be requ i red  t o  pay $200  fo r  a 
d i f f e r e n c e  t h e re f o r e  o f  $ 7 5 0 .



"W e  are s a y in g  that i f  AMU canno t  become a v i a b l e ,  dynam ic  i n s t i ­
tu t ion w i th  the se  o d d s ,  then it shou ld  c l o s e .  I t makes  one wonde r  
how many bus in e s smen  wou ld  be w i l l i n g  to  make that s ta tement  i f  
t he i r  p r i c e s  were n e a r l y  f i v e  t imes  tha t  o f  the c ompe t i t i o n .

"Some p e op l e  t a k e  the p o s i t i o n  that  any  tu i t ion  g rant shou ld  app ly  
t o  t h o se  A la s k an s  w ish in g  t o  at tend s c h o o l s  O u t s id e .  This v i ew  i s  
commendab le  i f  (1) the s ta te  has  enough money and (2) i f  /viaska can 
a f fo rd  the lu xu ry  o f  mass  exp o r t a t i o n  o f  i ts  t a l e n t ,  fo r  p eop le  
g e n e r a l l y  l o c a t e  r e l a t i v e l y  nea r  where  they  attend s c h o o l . Any 
s ta te  tha t  a c t i v e l y  p romo tes  a p lan  whe reby  it s y s t em a t i c a l l y  sends 
i t s  youth away  fo r  the i r  c o l l e g i a t e  and p r o f e s s i o n a l  educa t ion  i s  not 
p rac t ic ing  en l igh tened  s e l f - i n t e r e s t .

" I t  has  been our unde rs tand ing  th roughout  t h e se  n ego t i a t i o n s  tha t  
i f  the land  is made a v a i l a b l e  to the U n i v e r s i t y  o f  A la ska  good ,  
a d e qu a t e l y  funded ,  tu i t i on  g rant l e g i s l a t i o n  wou ld  a l s o  be en ac ted ,  
f o r  one w i thou t  the o the r  w i l l  not permit AMU to su r v i v e  and become 
the v i a b l e ,  con t r ibut ing  q u a l i t y  u n iv e r s i t y  it needs  to  b e .  "

D r .  W i l l i a m  E. D a v i s ,  Execu t iv e  V ice P re s id en t

"The f i r s t  c a teg o ry  I w i s h  to  add re s s  i s  s tudent a id .  In th i s  g roup are 
H ou se  B i l l  5 3 5 ,  H ou se  B i l l  5 4 9 ,  and H ou se  B i l l  6 0 8 .  B i l l s  N o .  549 
and 608  p rov ide  f o r  t u i t i o n  g ran ts  fo r  s tu d en t s .  S ince  the m id -1 9 6 0 ' s  
She ldon  J ack son  C o l l e g e  and AMU have  supported a s ta tew ide  program 
o f  s c h o l a r s h i p  g rant a s s i s t a n c e  fo r  A la skan  s tud en t s .  Ove r  the yea r s  
the s ta te  s c h o l a r s h i p  g rant and lo an  a c t s  have sought to  p rov ide  th is  
a s s i s t a n c e .  The p opu la r i t y  o f  th ex i s t ing  programs i s  t e s t im ony  to 
th e i r  e f f e c t i v e n e s s .

"But we must a s k ,  i s  t h i s  e n ough ?  D oe s  the p resen t  l e g i s l a t i o n  meet 
the g o a l s  we  have e a r l i e r  e s t a b l i s h e d ?  D o  the programs t r u l y  enhance 
the l e a rn ing  oppo r tun i t ie s  fo r  s tu d en t s ?  I s  the re  s u f f i c i e n t  f reedom of  
c h o ic e  so  tha t  a s tudent  i s  not  fo rced  to accep t  u n i fo rm i t y ?  In the se  
r e s p e c t s  I f ind the p re sen t  programs la c k in g  and b e l i e v e  tha t  the tu i ­
t ion  g rant c oncep t  embod ied  in H ouse  B i l l s  549 and 608  w i l l  h e lp  to 
s o l v e  the p rob lem .

"M ay  I em pha s i z e  tha t  we a re  ta lk in g  about g ran ts  to  s tu d en t s .  W e  are 
seek ing  to  p rov ide  a v e h i c l e  tha t  w i l l  a l l ow  the s tudent  a genu ine  cho ic e  
when it  comes  to making h is  p o s t - s e c o n d a r y  p l a n s . . .w e  must s eek  
t rue op t ion s  fo r  s tuden ts  and reduce  the c on s t r a in t s  imposed by 
f i n a n c i a l  r e s t r i c t i o n s . "



"Remember a l s o  that tu i t i on  pays  o n ly  a part o f  the r e a l  c o s t s  o f  
educa t i o n .  At AMU l e s s  than a h a l f  o f  our c o s t s  a re  met by t u i ­
t i o n .  By making it p o s s i b l e  fo r  an inc rea s ing  number o f  s tuden ts  
to  at tend i n d ep end en t - c r i l e g e  and u n i v e r s i t i e s ,  the t a xp aye r  w i l l  
have  money saved  in e xp en se s  that  a re  borne by the
p r iv a te  s e c t o r .

"M o r e o v e r ,  the educa t ion  o f  any in d iv id u a l  i s  not  e x c l u s i v e l y  fo r  
tha t  s tudent 's  pe r sona l  b e n e f i t .  H i s  i n t e l l e c t u a l  and p e r son a l  
deve lopmen t  inev i tab ly - .vo -v :chu tes  to  the bene f i t  o f  s o c i e t y .
S o c ie ty  s h ou ld ,  c o n s e q u e n t l y ,  be re ady  and w i l l i n g  to  h e lp  to  pay 
f o r  the community b e ne f i t s  wh ich  it r e c e i v e s  from the person 
educa ted  by the p r iva te  i n s t i t u t i o n s .  To f a i l  to  c o n s id e r  the  c o n ­
t r ibu t ion  to the pub l ic  g ood  i s  i r r e s p o n s ib l e .

" O f  the two b i l l s ,  HB 549  appea rs  t o  be 'c le ane r '  in the fo rmu la  
u sed  to compute the g r a n t - i n - a i d  to  the s tu d en t s .  This  b i l l  has 
the  advan tage o f  se t t ing a c e i l i n g  cn the amount payab le  t o  the 
s tudent and thus an ou te r  l im i t  on the amount needed to  fund the 
program can be p r o je c t e d .  In t h e se  t imes o f  f i n a n c i a l  d i f f i c u l t y ,  
prudence requ i r e s  a c e i l i n g  on app rop r ia t i o n s .

"One  shor tcoming o f  the b i l l  i s  tha t  it  makes  no p ro v i s ion  f o r  the  
pa r t - t ime  s tudent .  In the f a l l  s em es te r  o f  1971, we had 517 
p a r t - t ime  s tudents  e n r o l l e d  at  AM U .  Although I don ' t  have the 
e x a c t  f igu res  broken out f o r  p a r t - t im e  and f u l l - t im e  s tu d en t s ,  I 
do know tha t  c l o s e  to  h a l f  o f  ou r s tudents  are w o r k in g .  M any  must 
w o rk  in o rde r  to meet e x p e n s e s .  To l imit  g r a n t - i n - a i d  a s s i s t a n c e  
to  tho se  who  are f u l l - t im e  s tudents  would appea r  to deny a s s i s t a n c e  
to a s ign i f ic an t  number o f  i n d i v id u a l s  who perhaps need h e lp  more 
than the f u l l - t im e  e n r o l l e e .

"T he re fo r e ,  I  s t r ong ly  urge tha t an amendment be d ra f ted  fo r  HB 549 
that  wou ld  inc lude  la nguage  p rov id ing  f o r  p ro - r a t a  support  f o r  the  
p a r t - t ime  s tuden t .

"A few wo rd s  about H ou s e  B i l l  5 3 5 .  This p roposed  ac t  r e p e a l s  the 
f o rg i v en e s s  c l a u s e  o f  the p re sen t  s ta t e  lo an  a c t .  The e f f e c t  w ou ld  
be to  requ i re  those  r e c e i v in g  l o a n s  under the  A laska  program to  pay 
back  in f u l l ,  p lu s  i n t e r e s t ,  the amount r e c e i v ed  a s  a l o a n .  One o f  
the appea l s  o f  the p re sen t  lo an  program is the f o r g i v e n e s s  p r o v i s i o n .  
Not on ly  d oe s  it reward the  s tudent  who re tu rn s  to or r ema ins  in 
A la ska  a f t e r  g radua t ion ,  but a l s o  it  p ro v id e s  a p o o l  o f  t a l e n t  to 
con t r ibu te  to the l e a d e r s h ip  o f  the s ta t e .  W e  a l l  a re  the b e n e f i ­
c i a r i e s  o f  th i s  a r rangemen t .  The f o r g i v e n e s s  s ec t ion  is a most



r e a s o n ab le  one -  o n l y  4 0% o f  the loan  i s  c a n c e l l e d  a f t e r  5 y e a r s  
o f  r e s id en c y  and the p e rcen tage  o f  f o r g i v e n e s s  is d i r e c t l y  r e l a t e d  
t o  the number o f  y e a r s  o f  g a in fu l  emp loyment in the s t a t e .  S u re l y  
such a s y s t em ,  wh ich  en cou rag e s  w e l l - e d u c a t e d  in d iv id u a l s  to 
se rve  in A l a s k a ,  is wo r th  r e t a in in g .  I t he re fo re  s p eak  in o p p o s i ­
t ion to t h i s  B i l l  and u rge  i t s  d e f e a t . "
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M r s .  C h a n c e ,  M r .  Thomas ,  H ono rab le  members o f  the l e g i s l a t u r e ,  I 

am Ac W i s c h m e i e r ,  Cha i rman  o f  the  Board o f  T rus tees  o f  A laska  Me th od is t  

U n i v e r s i t y ,  and  I  appea r  on b e h a l f  o f  the th ou sand s  o f  peop le  who have  fo r  

more than two d e c ade s  id e n t i f i e d  w i th  the deve lopmen t  and support o f  

A . M . U .  I  t h a n k  you fo r  t h i s  oppo r tun i ty  to speak  fo r  them . I am p o s i t i v e  

th a t  they  w ou ld  not want me to  be d e f e n s i v e ,  but ra the r  tha t  they wou ld  

wan t  me t o  s a y  some o f  the  th ings  th e y  wou ld  say  i f  the y  cou ld  be h e re .

I t  i s  c e r ta in  t h a t  I do not f e e l  competen t  to  e xp re s s  a l l  o f  the good and 

t rue  th ings  w h ic h  shou ld  be  s a id .  I s h a l l  t r y  to l i f t  up t h o se  wh ich  seem 

most  app rop r ia t e  to th is  o c c a s i o n .

In my c a r e e r ,  I have  been  p r i v i l e g ed  to  w o rk  with many ded ica ted  peop le  

in many w o r th y  c a u s e s .  N eve r  b e fo r e  have I wo rked  w i th  so many p eop le  

from s o  many d i v e r s e  backg rounds  on one common cau se  as  I have on 

b e h a l f  o f  A . M . U .  And th i s  s e em s  to  be t y p i c a l  o f  the expe r ience  o f  t h o se  

who have  p receded  me .  The h i s t o r y  o f  the en te rp r i s e  r e v e a l s  tha t ,  a l l  a l o n g ,  

the e f f o r t s  h ave  been i n t e r c u l t u r a l , and e cum en ic a l ,  w i th  no a r t i f i c i a l  

p o l a r i z a t i o n s  o f  s o c i o - e c o n om ic  o r  r e g ion a l  i n t e r e s t s .  The peop le  who gave 

the  m i l l i o n s  o f  d o l l a r s  f r e e l y  have  n ev e r  a s k ed  fo r  any p a y - o f f ,  excep t  the 

en r ichment o f  t h e  l i v e s  o f  t h o s e  who  e n r o l l e d .  From a l l  o ve r  the s ta te  o f  

A l a s k a ,  a s  w e l l  a s  the o th e r  49 s t a t e s ,  have come money and ta le n t  to



• bring A . M . U . ,  s in c e  the  f i r s t  d *v  o f  c l a s s e s  in 1960 ,  t o  the s ta tu s  o f  a 

f u l l y  a cc red i t ed  sm a l l  u n i v e r s i t y  w i th  g rea t  p rom ise  , Mo re  money and more 

t a l e n t  w i l l  come to  A la ska  by way  o f  A . M . U .  i f  we are a b le  to  move fo rward  

w i th  the kind o f  encou ragemen t  wh ich  may h ope fu l l y  emerge from th i s  

h e a r i n g .

S ince  1965 ,  A . M . U .  has  been ac t ing  on the c oun s e l  o f  the No r thwes t  

Acc red i t ing  A ss o c i a t i o n  when it  recommended to  us and to  the U n i v e r s i t y  o f  

A la s k a  th a t  we s e ek  acco rd  in our r e sp e c t i v e  programs o f  h igher educa t ion  

s o  tha t  w e  c ou ld  a l l  se rve  w e l l  and r e s p o n s i b l y .  A . M . U . ' s  a c t i v e  p a r t i c i ­

pa t ion  in the d eve lopmen t  o f  the Anchorage H igher  Education C on s o r t ium ,  

w h ic h  p reda tes  cu r ren t  conce rns  about  f i n a n c i a l  ma t te rs ,  w a s  in keep ing  w i th  

our commitment t o  imp lement the acc red i t ing  a s s o c i a t i o n  r e commenda t ion .  

Th is  i s  j u s t  one ' impo r tan t  phase o f  A . M . U . ' s  con t inua l  invo lv emen t  in n e g o ­

t i a t i o n s  devo ted  t o  s t rengthen ing the q u a l i t y ,  a v a i l a b i l i t y ,  and v a r i e t y  o f  

e d u c a t i o n a l  oppo r tun i t i e s  fo r  A la skans  f i r s t ,  and f o r  tho se  others  who  wou ld  

be a t t r a c ted  to ou r  g rea t  s t a t e ,  and ,  p e rh ap s ,  ch o o se  to  become A la s k a n s .

The l a s t  s e v e r a l  months o f  good fa i th  nego t ia t ion  by A . M . U .  c on s t i tu te  

the con t inua t ion  o f  the p ro c e s s  o f  seek ing  a cco rd ,  now a lm os t  seven  y e a r s  

in  d u ra t i o n .  There has  been open d i s c l o s u r e  o f  the d ead l in e s  tha t  A . M . U .  

h a s  had to meet in o rde r  to  con t inue  to p la y  her part in the educa t ion  o f  our 

young  p e o p l e .  The land l e a s e  p ro po s a l  l o o k ed  v e ry  p rom is ing ,  e s p e c i a l l y  

when  the f a i r  market a p p r a i s a l s  o f  the th ree  a pp ra i s e r s  came in so  c l o s e .  

H ow e v e r ,  th e y  did not  become pub l ic  in such a format as to  be rega rded  as
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r e s p o n s i v e  t o  the concept  o f  a 9 9 - y e a r  land l e a s e  with a b u s i n e s s l i k e  

annua l  r a t e .  The re fo re ,  i t d id  not happen ,  and it was n e c e s s a r y  t o  work 

with an Amended Memorandum of  Unde rs tand ing .  Du r ing  a l l  o f  t h e se  

nego t ia t ions  we have unde rs tood  that  both  the tu i t i on  g rant and the land 

t r a n s a c t i o n  are n e c e s s a r y  and wou ld  u l t im a te ly  be en a c t ed .  The amended 

memorandum was worked out with the p roper  s ta te  o f f i c i a l s  in Juneau with 

the r e su l t  that land in vo lv ed  w i l l  be ad v an ta g e ou s l y  a v a i l a b l e  t o  the  

U n i v e r s i t y  o f  A l a s k a  at Anchorage on an outright owne rsh ip  b a s i s .  By 

v i r tu e  o f  the re be ing an A . M . U . , a por t ion o f  th i s  c h o ic e  t rac t  o f  land  

w i l l  now be a v a i l a b l e  t o  a l l  o f  us and fu tu re  g ene ra t i on s  f o r  the enr ichment 

o f  l i v i n g .

As we move in to  the 1 9 7 0 ' s ,  A . M . U .  has new  l e a d e r s h ip  and a renewed 

de te rm ina t ion  on the part o f  i t s  suppo r t e r s ,  a lum n i ,  t r u s t e e s ,  f a c u l t y ,  

s tu d en t s ,  and s t a f f  t o  keep  f a i t h  with the dream wh ich  in sp i r ed  i ts  c r e a t i o n .  

These are not mere w o rd s .  F i s c a l  a c c ou n ta b i l i t y  i s  the watchword  o f  the 

adm in i s t r a t i o n .  Educa t iona l  in teg r i t y  i s  the commitment o f  the p e r s onne l  

in  c l a s s r o om ,  la b o r a t o r y ,  and o f f i c e .  As th is  mood becomes  con tag iou s  

we f ind  new f r i e n d s  here and O u t s i d e .  D o o r s  a re  r e - o p e n in g  which 

appea red  to  be c l o s e d .

Th is is the t ime fo r  en l igh tened  l e g i s l a t i o n  such  as  HB 5 4 9 ,  wh ich  

wou ld  con t inue  the loan  program f o r  d ese rv ing  s tu d e n t s ,  and a l s o  p rov ide  

tu i t i on  grants to  s tudents  who wou ld  s t i l l  have t o  e x e r c i s e  in i t i a t i v e  t o  f ind
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ad d i t i o n a l  p e r s o n a l  r e s o u r c e s  to  a t tend  A . M . U .  or  She ldon  J a ck son .

In an i d e a l  w o r l d ,  c omp le te  t u i t i o n  e q u a l i z a t i o n ,  here  or  e l s ew h e r e ,  

might be m a r v e l o u s ,  but in the r e a l  w o r ld ,  w i th a s t r a in ed  economy ,  

t u i t i o n  g ran ts  wou ld  r e c og n i z e  t a l e n t  and need ,  and at the  same t im e ,  

encou rage  the p e r s on a l  i n i t i a t i v e  d im ens ion  o f  ou r  f r e e  en te rp r i s e  

s y s t e m . It i s  one th ing t o  c h o o s e  and y e t  an o the r  th ing t o  be enab led  

t o  make a r e s p o n s i b l e  c h o i c e .  En l igh tened  l e g i s l a t i o n  w i l l  make cho ic e  

bo th  p o s s i b l e  and r e s p o n s i b l e .

A l though we a re  a young  s c h o o l  we have  been  at our t a s k  long enough 

t o  know what we need t o  f u l f i l l  ou r  p o t e n t i a l .  W e  canno t  honor  our o b l i ­

g a t io n s  to  t h o s e  who h ave  t rus ted  us nor make the c r e a t i v e  and d i s t i n c ­

t i v e  con t r ibu t i on s  we a re  competen t  t o  make i f  we canno t  s t a y  a l i v e .  We 

w i l l  not  s t a y  a l i v e  withou t  bo th  the land s a l e  and the tu i t i on  g rant  l e g i s ­

l a t i o n  p r o p e r l y  f unded .  I f  t h e s e  th ings  do  not h appen ,  we w i l l  c l o s e .

W e  w i l l  make e v e r y  e f fo r t  t o  d i s ch a rg e  our l e g a l ,  f i n a n c i a l ,  and mora l  

>bl igations h o n o r a b ly .  W e  w i l l  l o c k  up the f a c i l i t i e s  in a s ta te  o f  

" p r o t e c t i v e  c u s t o d y . " I  have  t r ied  t o  put th i s  part o f  my s ta tement  as 

p o s i t i v e l y  as such  a grirn s u b je c t  c an  be put .  W e  do  not w i sh  to  see  

the  dream end th i s  way  but  we a re  r e a l i s t s .

Thank you  f o r  y ou r  c o n s id e r a t i o n  and p a t i e n c e .
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Mrs. Chance, Mr. Thomas, Honorable members of the legislature;

M y  n a m e  is John O. Picton. Since November 1st I have been the president

of A M U .  I accepted the invitation to join A M U  because I believe that«

there is no other small university in the United States as strategically 

situated to render service as is A M U .

Our size is advantageous for the setting of objectives, monitoring 

programs, and evaluating results. In addition, needs m a y  be anticipated 

and fiscal accountability demanded.

Our setting as an international and intercultural community is a verit­

able laboratory. Interdisciplinary campus projects and world travel help to 

prepare our students to appreciate our w a y  of life in the midst of other w a y s  

of life.

Since the opening of A M U  w e  have served as a community center.

Every subject area in the curriculum'has at one time or another been the 

magnet which has drawn local residents to the campus for some program.

The pros and cons of countless issues have been discussed and debated in 

our buildings. It is obvious to me, a relative newcomer, that A M U  serves 

as a catalyst for many creative community concerns and that the community
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in turn regards A M U  as a very special place. It is the intention of m y  

administration to see to it that this tradition continues and that it be 

deliberately cultivated.

A M U  sees great promise in the development of the Anchorage Higher 

Education Consortium. So dedicated is A M U  to the Consortium concept 

that it has been proud to share one of its faculty as an Assistant Director 

and another of its faculty as the first elected Chairman of the Council.

The meetings of the Council are held on the A M U  campus and financial 

affairs of the Consortium are handled through the A M U  Business Office. 

According to the University of Alaska, Anchorage Registrar this current 

semester there are 90 U  of A, Anchorage students taking courses at A M U  

and 30 A M U  students taking courses at the U  of A, Anchorage on a cross 

registration basis. In addition, at least five U  of A, Anchorage classes 

numbering approximately 300 meet without charge in A M U  classrooms. I 

a m  not aware of any A M U  classes meeting in U  of A, Anchorage facilities.

Because of our commitment to the Consortium concept which provides 

unity in diversity and stewardship of money, talent, and facilities, w e  have 

entered into the aforementioned relationships. Tnerefore, w e  were amazed 

to learn recently that the Faculty Association of the Senior College of the 

U  of A, Anchorage had gone on record as opposing the Consortium concept 

as it is evolving in Anchorage because it had been alleged that A M U  could 

not contribute to the Consortium. W e  are sure that such an action at least
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indicates the need for wider awareness of what Consortium services 

already exist through the involvement of A M U .

N o w  I would like to speak directly to some of the considerations you 

have before you in the area of proposed legislation. The Alaskan Legis­

lature has previously taken the initiative and provided a loan program for 

students. As w e  know,the response this year has been overwhelming. 

Nothing should be done to compromise the forgiveness feature of that 

program. With the continued need w e  have for growing our own leaders 

it m akes good sense to keep as many of our young people in the state as 

possible. I a m  pleased to see that the next logical step is contemplated 

in bills calling for tuition grants. Tuition grants go to the students. To 

the degree that A M U  and Sheldon Jackson build and maintain programs of • 

excellence which will attract and hold students they will be able to compete 

with the state programs of higher education. In the insLance of IIB 549 which 

would pay up to $1,400 per year to a full-time resident Alaskan student to 

attend A M U  the student would still have to raise an additional $950 to pay 

his tuition and fees. A  student at the U  of A  would only be required to pay 

$200 for a difference therefore of $750.

W e  are saying that if A M U  cannot become a viable, dynamic institution 

with these odds, then it should close. It makes one wonder how many 

businessmen would be willing to m a k e  that statement if their prices were 

nearly five times that of the competition.



Some people take the position that any tuition grant should apply 

to those Alaskans wishing to attend schools Outside. This view is 

commendable if (1.) the state h 3 enough m o n e y  and (2.) if Alaska can 
afford the luxury of mass exportation of its talent, for people generally 

locate relatively near where they attend school. Any state that actively 

promotes a plan whereby it systematically sends it youth a w a y  for their 

collegiate and professional education is not practicing enlightened self 

interest.

As is well known, A M U  had the foresight to set aside approximately 

500 acres of beautiful land. This magnificent property has been carefully 

guarded even before the public became rightfully aware of protecting the 

environment. W e  have anguished over the releasing of our land not 

because of any selfishness but because w e  wanted to see to it that the 

land would be as well cared for by others as it has been by us. W e  thought 

the land lease would be the greatest good for the greatest number. It did 

not work out. Under an Amended M e m o r a n d u m  of Understanding w e  have 

anticipated receiving word from the Board of Regents that an outright sale 

of a portion of our land would go forward. Although we.were informed that 

a letter had been sent to us Monday, M arch  6, w e  have not yet received it 

or any official word from the Regents. Our deadlines have been well 

publicized and w e  are hopeful that w e  will not have to wait for word much 

longer.
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It has been our understanding throughout these negotiations that 

if the land is m a d e  available to the University of Alaska good, ade­

quately funded, tuition grant legislation would also be enacted for 

one without the other will not permit A M U  to survive and become the 

viable, contributing quality university it needs to be.

I would not want to close m y  statement without stating that I have 

been immensely pleased with the growing concern for higher education 

which I have detected throughout the state, beginning with the legis­

lature. I a m  confident that you and w e  are not alone in our desire to 

provide resources which will assure the quality, variety, and avail­

ability of post-high education for our people.

Thank you.
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Mrs. Chance, Mr. Thomas, Honorable members of the legislature; M y  name 

is William E. Davis and m y  h o m e  is here in Anchorage. I have been an Alaskan 

in m y  heart since I first visited here in the mid-1950's and I have resided here 

since M a y  of 1961 when I joined A M U  at the end of it s first year of operation.

I have served at A M U  over the last ten and a half years in a variety of teaching 

and administrative posts. At the present I air. the Executive Vice President.

I a m  honored to appear before you today to testify on the future of higher 

education in Alaska. You have before you a series of bills which will help to 

set the pattern of higher education for this state during the remainder of this 

century.

Before speaking about the content of the specific J s , I ask your indulgence 

while making a few general remarks about higher education. All over the United 

States today higher education is in difficulty. The causes of difficulty are m a n y  

and complicated; often they interact with one another to compound the problems. 

But these problems are not beyond solution. They con be solved and 1 believe 

Alaska in m a n y  ways can be a leader in pioneering n e w  and effective solutions. 

These hearings, and the legislation which will c o m e  from them, should chart 

an exciting n e w  course to meet our educational needs.

W e  must never forget that the central purpose of higher education is learning. 

Not just the learning that takes place between the student and teacher, but the
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learning that passes from student to student, from teacher to teacher, and from 

staff to student and teacher. The broader community, which includes alumni 

and other citizens concerned with intellectual pursuits, also shares in the 

learning process.

To  say that learning is the central purpose of universities and colleges is 

not to be romantic about'the future nor nostalgic about the past--it is to assert 

a central focus that too often is blurred; it is to reassert a purpose that is too 

often forgotten. In charting the future of higher education in Alaska w e  must 

always ask the questirn - h o w  will this improve the opportunities for learning? 

N o  piece of legislation relating to higher education will be of lasting value un­

less it. can expand learning for the people of Alaska.

Historically the United States has been noted for the diversity of higher 

education. W e  have always had an advantage in that America has had both 

public and private institutions of higher learning. The nation is peculiarly 

fortunate in that some states have educational programs substantially different 

from others; it is valuable that some institutions concentrate on the teaching 

of the young, others serve all ages, still others focus on particular groups 

of individuals within society. The variety of American higher education must 

be preserved and extended; w e  must meet the m a n y  needs of students who 

themselves are diverse in aptitudes, interests, and aspirations. There are



m a n y  different paths to reason and self-fulfillment.

Yet I fear w e  m a y  be in danger of losing this great quality of diversity. 

Technical schools are adding liberal arts; undergraduate colleges aspire to be­

come graduate universities; women's colleges n o w  seek men. Without ques­

tioning the appropriateness of these changes, the same models have been 

adopted by many institutions and the result is an unmistakable trend to uni­

formity.

Not only is there danger in the trend to uniformity, there is the additional 

threat of monopoly. According to the U. S. Office of Education, in 1900 only 

3 8 %  of the students enrolled in degree programs attended public institutions; 

by 1950 the number had risen to 50%; but by 1970 this proportion had reached 

75%. This is not to say that the public institutions are not filling a great 

need in American higher education but to point out the potential danger of a 

monopoly of the higher educational enterprise by public institutions. For 

three centuries the great strength of Arneri' an higher education lay with the 

private colleges and universities; a heritage which extends to times before the 

founding of the nation must not be lost in the short span of one or two decades.

I say that w e  have a chance to chart a n e w  course in higher education. Our 

goal must be to enhance learning. W e  must avoid the dangers of uniformity 

and monopoly. W h a t  direction should this n e w  course take?

■ c
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First, w e  must take the necessary steps to preserve the most important values 

. of the present structure. Responsible patterns of financial support for both the 

public and private sectors of higher education must be achieved. Our resources, 

both human and financial, are limited; w e  must strive at every point to allocate 

those limited resources to achieve the greatest good. Public support for private 

higher education must seek not only immediate and short-term solutions but also 

must be designed for long-term benefits that will preserve the valuable resources 

w e  n o w  have. Public and private financing of higher education must have a 

reinforcing effect not a divisive one.

Second, w e  m.ust achieve a balanced and coordinated network of higher educa­

tion. Comprehensive planning and coordinated operation can result in a structure 

that will reinforce the academic strengths of our present systems. Unplanned 

expansion and unnecessaiy competition will only result in waste. The public 

interest will be served only if the total resources available are used in a planned, 

coordinated manner.

Finally, w e  must not be frightened of innovation. N e w  ways of doing things 

always involve anxiety but w e  must be willing to risk the discomfort of change. 

Today's youth are seeking n e w  ways, n e w  goals, new ideals. Some want to c o m­

bine school with work at the sam e time; others want to alternate their periods of

4



Jmrm

5

work or travel; still others m a y  wish to learn but not to work for a specific degree. 

W e  must not deny our students the chance to tiy these n e w  ways.

Thank you for your patience while I shared with you some of the dreams I have 

about the future of higher education in Alaska. Turning n o w  to the specific bills 

you are considering, m a y  I ask your further indulgence if I deal with them by 

categoiy. M a n y  of the items before you pertain to the University of Alaska, They 

are addressed to internal considerations relating to the operation of the state sys­

tem and c o m e  from the intensive study conducted by the Legislative Council's 

Sub-Committee on Higher Education. M a n y  w h o  will testify, today will address 

t hemsclves to these matters so I have chosen to speak only to those bills directly 

affecting Alaska Methodist University.

The first categoiy I wish to address is student aid. In this group are House 

Bill 535, H o u s e  Bill 549, and House Bill 608. Bills No. 549 and 608 provide for 

tuition grants for students. Since the mid-1960's Sheldon Jackson College and 

A M U  have supported a statewide program of scholarship grant assistance for 

Alaskan students. Over the years the state scholarship grant and loan acts have 

sought to provide this assistance. The popularity of the existing programs is 

testimony to their effectiveness.

But w e  must ask, is this enough? Does the present legislation meet the goals



w e  have earlier established? D o  the programs truly enhance the learning oppor­

tunities fo* students? Is there sufficient freedom of choice so that a student is 

not forced to accept uniformity? In these respects I find the present programs 

lacking and believe that the tuition grant concept embodied in House Bills 549 

and 608 will help to solve the problem.

M a y  I emphasize that w e  are talking about grants to students. W e  are seek­

ing to provide a vehicle that will allow the student a genuine choice w h e n  it 

comes to making his post-secondary plans. Too often a student's choice is 

limited for financial reasons; it's not good business to buy a Cadillac for $6,000 

w h e n  from a different dealer you can get an Imperial at a 9 0 %  discount. W e  must 

seek true options for students and reduce the constraints imposed by financial 

restrictions.

R e m e m b e r  also that tuition pays only a part of the real costs of education.

At A M U  less than a half of our costs are met by tuition. By making it possible 

for an increasing number of students to attend independent‘colleges and universi­

ties, the taxpayer will have m o n e y  saved in operating expenses that are borne 

by the private sector. Taking a wholly mythical example, the taxpayer might 

pay $4,000 or $5,000 yearly for the education of Mr, Smith's son or daughter 

at a state institution; support for Mr. Smith's child to attend a private school

6



of $1,000 to $2,000 is surely a significant saving.

Moreover, the education of any individual is not exclusively for that student's 

personal benefit. His intellectual and personal development inevitably contributes 

to the benefit of society. Society should, consequently, be ready and willing to 

help to pay for the community benefits which it receives from the person educated 

b y  the private institutions. To fail to consider the contribution to the public good 

is irresponsible.

Of the two bills, H.B. 549 appears to be "cleaner" in the formula used to 

compute the grant-in-aid to the students. This bill has the advantage of setting 

a ceiling on the amount payable to the student and thus an outer limit on the amount 

needed to fund the program can be projected. In these times of financial difficulty, 

prudence requires a ceiling on appropriations.

O n e  shortcoming of the bill is that it makes no provision for the part-time student. 

In the fall semester of 1971, w e  had 517 part-time students enrolled at A M U .  Al­

though I don't have the exact figures broken out for part-time and full-time students,

I do k n o w  that close to half of our students arc working. M a n y  must work in order 

to meet expenses. To limit grant-in-aid assistance to those w h o  arc full-time stu­

dents would appear to deny assistance to a significant number of individuals w h o  per­

haps need help more than the full-time enrollee.

7



Therefore, I strongly n amendment be drafted for H.B. 549 that

would include language providing for pro-rata support for the part-time student.

A  few words about House Bi 1.1 • 535. This proposed act repeals the forgiveness 

clause of the present state loan act. The effect would be to require those re­

ceiving loans under the Alaska program to pay back in full, plus interest, the 

amount received as a loan. O n e  of the appeals of the present loan program is 

the forgiveness provision. Not only does it reward the student w h o  returns to 

or remains in Alaska after graduation, but also it provides a pool of 'alent to 

contribute to the leadership of the state. W e  all are the beneficiaries of this 

arrangement. The forgiveness section is a most reasonable one - only 40% of 

the loan is cancelled after 5 years of residency and the percentage of forgiveness 

is directly related to the number of years of gainful employment in the state. 

Surely such a system, which encourages well-educated individuals to serve in 

Alaska, is worth retaining. I therefore speak in opposition to this Bill and urge 

its defeat.

The final bill before you in which w e  have a direct interest is the general 

obligation bond issue, House Bill G09. W e  are particularly pleased to see 

the next consortium building included in this package. As noted in the testimony

8



of Mr. Wischmeier, the Chairman of our Board of Trustees, the first joint meet­

ing of the Regents and Trustees occurred on October 12, 1965. The " M e m o r a n d u m  

of Understanding" between the Regents and Trustees was ratified by both bodies 

in the Fall of 1969. Thus the history of our present Consortium arrangements ex­

tends over the past seven years.

Part of the implementation of the 1969 " M e m o r a n d u m  of Understanding" was 

the "Statement of General Principles Concerning 'Coinmon-Use' Facilities...,"; 

this "Statement" w a s  the basis for planning and designing the joint instructional 

materials library n o w  under construction. These agreements for cooperative, con­

sortium arrangements constitute a good beginning towards a unified higher educa­

tion effort in the Anchorage area and there is great wisdom in continuing to build 

physical facilities to help solidify the consortium arrangements.

I know that the Consortium Advisory Council, the in-house group which reviews 

our joint efforts, has already discussed what might be included in this facility with 

the planners from the University of Alaska. I mentioned in m y  earlier, more philo­

sophically-oriented discussion that w e  must not be afraid of innovation. So it is 

for our consortium arrangements. W e  must be bold w h e n  w e  come together to forge 

n e w  patterns of cooperation; w e  must expect some stress and pain; but surely w e  can 

anticipate that together w e  can build a n e w  fabric of higher education that will be an 

example for others.

9



W e  support, of course, not only those portions of the bond package pertain­

ing to the Southcentral Region but also those addressed to needs throughout the 

state. W e  hope that the legislature will look favorably on these proposals and 

that the voters will have the opportunity to express their desires w h e n  the issue 

comes to them at the polls.

Ladies and Gentlemen, like most college professors, I have talked longer 

than I should. Thank you for your attention; thank you for your responsiveness 

to the public good; and m a y  you in your wisdom chart for us a n e w  course in 

higher education for the future.

•»

1 0



aloska methodist university
OFFICE OF THE PRESIDENT

March 15, 1972

Mr. Rich Guthrie

Fiscal Analyst

Finance Division
Budget and Audit Committee

The Alaska State Legislature

Pouch W F  - State Capitol

Juneau, Alaska 99801

Dear Mr. Guthrie:

W e  are pleased to respond to your letter of March 9th. in which you 

requested information on the items listed below. W e  have developed the 

information and you will find it attached in the order of your asking.

1. Written statement regarding A M U ' s  position on the tuition grant 

bills (HB 608 and H B  549) and the lease or sale of land to the 

University of Alaska. Detail other alternatives or consequences 

if either or both of these proposals do not become law.

2. Cash flow requirements for the remainder of this academic year 

to include anticipated sources of funding (current legislative 

proposals, gifts, fees, etc.).

3. Proposed budget for 1972-73.

Thank you for asking for this material and w e  hope that you will be 

able to put it to good use during these very important days of considera­

tion .

Sincerely,

John O. Picton 

President

JOP/jf

Encl.

a n c h o r a g e ,  a l a s k a  9 9 5 0 4  9 0 7 / 2 7 2 - 4 4 0 1



TO: Senate F i n a n c e  C om m i t t e e
FROM: R i c h  G u t h r i e
SUBJ: HB 7 7 1  arn

H B  77-1 am a n d  SSSB 3 5 7  b o t h  r e q u e s t  $ 1 , 9 5 0 , 0 0 0  f o r  t h e  
p u r c h a s e  o f  l a n d  f r o m  AMU. F i s c a l  b a c k - u p  f o r  b o t h  b i l l s  
i s  c o n t a i n e d  i n  t h e  SB 3 5 7  f i l e s .

c c :  SB 3 5 7  f i l e
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ALASKA METHODIST UNIVERSITY
CASH FLOW PROJECTION  1971 - 1972 BUDGET YEAR

CURRENT OPERATIONS, AUXILIARY ENTERPRISES & REPAYMENTS
MGM/jf 

REVISED March 29, 1972

ESTIMATED EXPENDITURES: 
S a la r ie s
B u ild in g  Bond In te re s t  
Monthly Expenditures

Loan Repayments
Accounts Payable & Contracts

A c tua ls ; 
J u ly  - 
February

836,935

March

120,000
65,000

A p r l 1

120,000

95,000

May

120,000

June

136,685

122,150

Current 
Estimates 
Repayments, 
O perations, 
& A u x il ia r y

1 ,331 ,620
65,000

1 ,692 ,065 265,000 215,000 215,000 256,835 2 ,663 ,880 , 1 ,933 ,680 1 ,933 ,680

360,000 283,000 . __ . . , __ 100,000 763,000 , . . . . .
600,000 262,000 662,000 , -----

2 ,252 ,065 790,000 215,000 215,000 356,835 3,828 ,880 1 ,933 ,680 1 ,933 ,680

Sale o f Residence 65,000 . . . . . 65,000 65,000 65,000

Released L ib ra ry  Funds 518,000 ----- 518,000 108,000 108,000

L ib ra ry  T ransfer 350,000 350,000 . . . . . —  - — — . . .
T u it io n 508,000 27,000 27,000 27,000 66,500 633,500 633,500 +21,500 612,000

A u x il ia r y  Income 375,000 60,000 60,000 60,000 66,000 561,000 30,600 30,600

In d ir e c t  Costs 105,600 8 ,000 8,000 8,000 9,600 139,000 139,000 139,000

T it le  I I I 30,775 7,000 7,000 7,000 8,225 60,000 60,000 60,000

M isce llaneous 99,513 12,000 12,000 12,000 2 ,087 137,600 137,600 +25,000 112,600

Advance S pec ia ls  - Church 66,353 7,000 7,000 7,000 7,667 75,000 75,000 . . . . . 75,000

Donations fo r  Operations-A laska 100,876 12,000 12,000 19,126 6,000 150,000 150,000 -50,000 200,000

Nationw ide 139,986 27,000 27,000 27,000 29,016 250,000 250,000 -201,280 651,280

Southeast . . . -100,000 100,000

Sale o f Land to U o f A . .  ' . . . 975,000 975,000 350,000 +350,000

TOTAL INCOME 2 ,318 ,901 1 ,115 ,000 160,000 167,126 153,075 3 ,876 ,100 1,978 ,700 +  65,220 1 ,933 ,680

IILY GAIN (LOSS) 66,856 325,000 (75 ,000) (67 ,867) (203 ,760) . . . . .

66,856 391,856 316,856 268,980 . . . . . -----

LATIVE CASH FLOW 66,856 '391 ,856 316,856 268,980 65,220 65,220 65,220 65,220 . . . . .

Current 
Estimate of 
Operations 
Budget Only 
1971-72

1 ,268 ,930 

686,550

Estimated
Variance
From
Operations
Budget

Operations
Budget
1971-72

1 ,268 ,930 

686,550
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The nest bump in the rocky  road o f 
A laska Methodist University's financial 
future is tjie-'Pcphrtmcnt oTttk^ Ih; 
ior, which must decide i f  the 
kyrfi sale to the University o f 
cgal.

T h e 197-acrc land transaction, which 
A M U  and the U  o f A  agreed to more 
than two weeks ago, m ay violate the 
terms o f the patent under which the 
private university orig inally received 
tho land from  the federal government, 
the Bureau o f Land Management hero 
feels.

T H E  PR O B LE M  is not the fu tu re 
use o f the land —  which the patent 
specifies must he fo r  educational pu r­
poses —  hut the transferTJ . r-AM U-ftw< 
he illega lly profiting from  the. $y._m lh- 
iion sale.

in c  J iLM  mailed the problem to 
Washington Tuesday morning, a spo£^< 
iTCHULiid. and “‘accui.nintejJ—UrcTTTv-'ith 
the urgency o f  the situation.

“ W o don’ t know  when vrc can ex­
pect an answer from  Washington,”  the 
B LM  spokesman said, “ b u r  the m in i­
mum would be early next week."

A M U  W AS unable to meet its pay­
ro ll M onday and is “ down to ou r last 
cent,”  according to R ev . A c W isch­
mcicr, chairman o f the board o f 
trustees.

“ Y ou  can’ t go many days without 
income," W ischmcicr said. “ W e haven’ t 
set a definite time and we’re  trying to 
be flexib le and w ork with a ll the fac­
tors involved, but there is a lim it to 
what we can do .”

W ischmcicr said the on ly  income 
A M U  w ill receive until the next tuition 
period is the $12 ,000 -$  15 ,000  a month 
in gifts from  the Lower dS.

“ W IT H  T H E  land sale money, wc 
would be absolutely solvent through 
Aug. 31 . W ith this money, wc could 
graduate the spring class, which wc arc 
trying desperately to do, and wc could 
run through the summer. But wc still 
maintain our position that unless wc 
get a tuition giant to students through 
the legislature, wc sec no way o f con­
tinuing past Aug. 31 ,"  he said.

George TIohman, D -B c lhc l, chair­
man o f  the House Finance Committee, 
has scheduled "discussion" —  and pos­
sibly final committee action —  later 
tins week on the controversial tuition 
grant b ill.

‘ J think there is some objection in 
the committee." Hohman said, “ but wc 
haven'* polled the committee to deter­
mine to what extent wc have support 
o r objection to it.”

Stale Sen. lo ltn  B iilrovich , U -F a ir­
banks. is bolding action on the land 
sale bill i util the appmcal o f the In* 
Iciioi l)ep , ilnicnt is receive h
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O f f e r e d :  3 / 2 0 / 7 2
R e f e r r e d :  F i n a n c e

BY THE RULES COMMITTEE BY REQUi;.Vi
IN THE SENATE OF THE LEGISLATIVE COUNCIL

SPONSOR SUBSTITUTE FOR SENATE BILL NO. 357 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act appropriating to the University of Alaska:

and providing for an effective date."

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

* Section 1. The sum of $1,950,000 is appropriated from the general 

fund to the University of Alaska to implement the Memorandum of U n d e r s t a n c - 

ing between the Board of Regents of the University of Alaska and the Board 

of Trustees of Alaska Methodist University, Ma r c h  11, 1972, for the c on­

veyance by the Board of Trustees of Alaska Methodist University of certain 

parcels of real property in Anchorage to the Board of Regents of the 

University of Alaska, to be paid as follows:

(1) $975,000, for the fiscal year ending June 30, 1972, on 

the effective date of this Act; and

(2) $975,000, for the fiscal year ending June 30, 1973, on

July 1, 1973.

* Sec. 2. This Act takes effect on the day after its passage and approval 

or on the day it becomes lav/ without approval.

- 1 - S S S B  3 5 7



• \ •/ A M E N D E D  M E M O R A N D U M  O F  U N D E R S T A N D I N G

. . lL
. T h i s  A M E N D E D  M E M O R A N D U M  O F  U N D E R S T A N D I N G  is e n t e r e d  i n t o  t!\4 - //

*-
d a y  o f  F e b r u a r y ,  1 9 7 2 ,  ) f

t% * 
t h e  U n i v e r s i t y  o f  A l a s k a  ( h e r e i n a f t e r , t h e . U  ’o f  A), a n d  A l a s k a  M e t h o d i s t

U n i v e r s i t y  ( h e r e i n a f t e r ,  AMU.). • •
'* i •. . * ' •  •

W I T N E S S E T H :  - ‘

. W H E R E A S ,  U  o f  A p l a n s  to  e x p a n d  i t s  c a m p u s  at A n c h o r a g e ,  A l a s k a ,  and" 

r e q u i r e s  s u i t a b l e  l a n d  t o  c a r r y . o u t  t h a t  e x p a n s i o n ;  a n d

W H E R E A S ,  A M U  h a s  p a t e n t  to l a n d  i n  t h e  A n c h o r a g e  a r e a  w h i c h  is s u i t a b l e  

f o r  s u c h  e x p a n s i o n ;  a n d  • "  . ’ •

W H E R E A S ,  d u e  t o  d e v e l o p m e n t s  o c c u r r i n g  s u b s e q u e n t  to t h e  e x e c u t i o n  of
- a

t h e  M E M O R A N D U M  O F  U N D E R S T A N D I N G  d a t e d  J a n u a r y  '8, 1 9 7 2 ,  b e t w e e n  t h e  a b o v e  

m e n t i o n e d '  p a r t i e s ,  it is n e c e s s a r y  to a m e n d  t h e  s a m e  in a c c o r d a n c e  w i t h  t h e   ̂

p r o v i s i o n s  h e r e i n a f t e r  set f o r t h ;  ' . • •

NOV.7, T H E R E F O R E ,  t h e  p a r t i e s  a g r e e  a s’ f o l l o w s :  . • . •

1. A M U  a g r e e s  to c o n v e y  t o  U  o f  A • i i n  f e e  s i m p l e

a b s o l u t e  a p p r o x i m a t e l y  1 9 7 - 5  a c r e s  o f  l a n d  d e s c r i b e d  as f o l l o w s :

* P a r c e l  No, 1: T h e  S o u t h e a s t  O n e - q u a r t e r  (SE 1 / h ) o f  t h e  S o u t h e a s t

t 1
• O n e - q u a r t e r  (SE 1/iJ) o f  S e c t i o n  T w e n t y - o n e  (21), T o w n s h i p  T h i r t e e n  

N o r t h  ( T 1 3 N ) ,  R a n g e  T h r e e  V/est (R3W), Seward_ M e r i d i a n .

P a r c e l  No. 2: cT h e  S o u t h  One-rhalf (S 1/ 2 )  o f  t h e  S o u t h w e s t  O n e -
t

q u a r t e r  (SW.1//J) of  S e c t i o n  T w e n t y - t w o  (22), T o w n s h i p  T h i r t e e n  N o r t h  

( T 1 3 N ) ,  R a n g e  T h r e e  V/est (R3W), S e w a r d  M e r i d i a n .  . ••

P a r c e l  No. 3: T h e  N o r t h e a s t  O n e - q u a r t e r  (NE 1 /H ) o f  t h e  N o r t h e a s t
• •  «■

O n e - q u a r t e r  (NE 1 / k )  o f  S e c t i o n  T w e n t y - e i g h t  (28), ‘T o w n s h i p  T h i r t e e n

N o r t h  ( T 1 3 N ) ,  R a n g e  T h r e e  W e s t  (R3W), S e w a r d  M e r i d i a n .  _ •
• . • *

P a r c e l  No. i): T h e  N o r t h w e s t  One-qua.rter ( N W  l / l\) o f  t h e  S o u t h e a s t

O n e - q u a r t e r ^  (SE. 1/i}) of  t h e  N o r t h e a s t  O n e - q u a r t e r  (NE l/*l) o f  S e c t i o n



\  f  . . . .
... ‘ . • •

• '• . . ’ -

(R3W), Seward Meridian. . . • •

Parcel No. 5: The West One-half (W 1/2) of the Northeast One-

quarter (NE'l/ii) of the Southeast One-quarter (SE 1/i)) of the Northeast
* . f  -

One-quarter (NE 1/4) of Section Twenty-eight (28), Township Thirteen

North (T13N), Range Three West (R3W), Seward Meridian.

• . -Parcel No. 6: All that portion north of University Drive of the

North One-half (N 1/2) of the Southwest'One-quarter (SW 1/h) of the 

Southeast One-quarter (SE l/i|) of the Northeast One-quarter (NE 1/i)) 

of Section Twenty-eight•(28), Township Thirteen North (T13N), Range 

Three West (R3W), Seward Meridian. •

Parcel No. 7: All that portion north of University. Drive of the

Northwest One-quarter (NW l/i|) of the Southeast One-quarter (SE l/i|)
• •

of the Southeast One-quarter- (SE l/i|) of the Northeast One-quarter (NE

1/i)) of Section Twenty-eight (28), Township Thirteen North (T13N),

Range Three West (R3W), Seward Meridian. '

Parcel No. 8: The easterlymost two and one-half (2 1/2) acres

* ' of the North One-half (N 1/2) of the Southwest One-quarter (SW 1/i))

of the Northeast One-quarter (NE 1/i)) of Section Twenty-eight (28),
* * . * •

.Township Thirteen North (T13N), Range Three West (R3W), Seward

Meridian. •
• v, • * t •

Parcel No. 9: The Southwest One-quarter (SW 1/i)) of the Northwest

One-quarter (NW l/i))cof the Northwest One-quarter (NW 1/i)) of the South­

east One-quarter (SE 1/i)) of Section Twenty-eight (2 8 ), Township 

Thirteen North (T13N), Range Three V/est (R3W), Seward Meridian; and 

The Southwest One-quarter (SW 1/i)) of the Northwest One-quarter 

(NW 1/i)) of the Southeast One-quarter (SE 1/i)) of Section Twenty-eight 

(28), Township Thirteen North (T13N), Range Three V/est (R3W), Sev/ard 

Meridian; and ‘

. The Southwest One-quarter (SW i/i|) of the Southeast OneTquarter



V. (SD 1/4) of the Northwest One-quarter (NW 1/4) of the Southeast One- 

quarter (SE 1/4) of Section Twenty-eight (28), Township Thirteen North 

(T13N), Range Three West (R3W), Seward Meridian,

2. All parcels have been patented to A M U  under U. S. Patent No.

50-64-0186 and 50-64-0187, dated June 2, 1964, and the U  of A ’s use shall bo

. subject to the restrictions imposed in the original patents. This conveyance is 

r. subject to the approval of the Secretary of the United States Department of the Interior 

.. Both parties agree to cooperate in planning for the use and development of their 

j adjoining lands.

3. The U of A  shall pay A M U  the sum of One million nine hundred fifty

_ thousand dollars ($1, 950,000) for the above described parcels of land with one-half 

.. (1/2) thereof payable on .March 20, 1972 , as soon as a legislative appropriation for 

... this purpose is enacted, and the remaining one-half (1/2) thereof, payable on 

July 1, 1972... • •

4. A M U  shall dedicate in perpetuity the balance of its main Anchorage 

r. campus which it holds under the November 28, 1958, U. S. Patent No. 1150278,

„  including both land and existing and future buildings, to nonprofit education, health, 

r recreation and conservation or related public purposes. The U of A has the right to 

: enforce this dedication.

5. A M U  and U  of A  shall implement the Memorandum of Understanding of 

.August 11, 1969, commonly known as the "Consortium Agreement, " to guarantee

o
_~he sensible elimination of duplication of higher educational opportunities in Anchorage 

.r consistent with the stated objectives of the respective higher education institutions 

_ci.ii the Anchorage area. A M U  shall make available to the U of A classrooms and other 

.̂ facilities not now being fully utilized without further payment effective at once. The 

. ‘J of A and A M U  shall establish and implement a c o m m o n  calendar for major terms in 

_each academic year commencing with the 1972-73 academic year. The Legislative 

..Council of the Alaska State Legislature shall oversee the implementation of the 

. 'Consortium Agreement" and shall enforce recommendations "mcl settle disputes 

.oofween A M U  and U  of A.

-3-



6. The implementation of this agreement is subject to legislative 

appropriation.
dated January 8, 1972,

7. The Memorandum of U nderstanding/is hereby declared null and void.

Dated at Anchorage, Alaska this 11th day of March, 1972.

UNIVERSITY O F  A L A S K A

J  • *B y ' {jujU 4 ^ L ^  CL
President, Board of Regents"

A L A S K A  M E T H O D I S T  UNIVERSITY

Chairman, Board of Trustees

Attest:

/_  / ’A-- I  y ^ '>  c c //:,/
Secretary, Board of Regents

Attest:

Secretary, Board of Trii/tee.
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I n t r o d u c e d :  2 / 2 9 / 7 2
R e f e r r e d : F i n a n c e

BY THE RULES COMMITTEE BY R E Q UEST 
IN THE SENATE OF THE LEGISLATIVE COUNCIL

SENATE BILL NO. 357
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTH LEGISLATURE - S ECOND SESSION

A BILL

For an Act entitled: "An Act appropriating to the University of Alaska;

and providing for an effective date."

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

- Section 1. The sum of $975,000 is appropriated from the general fund 

to the University of Alaska for the fiscal year ending June 30, 1972, to 

implement the Memoranda of Understanding between the State of Alaska, U n i v e r­

sity of Alaska and Alaska Methodist University, for the conveyance by Alaska 

Methodist University of certain parcels of real property in Anchorage to the 

University of Alaska and the State of Alaska.

* Sec. 2. This Act takes effect on the day after its passage and a p p r o v­

al or on the day it becomes law without approval.

- 1 - S B  3 5 7
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CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify 
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S T A T E  
of A L A S K A

TO: I”Jay Hogan, Fiscal Analyst

date : M a r c h  3 0 ,  1 9 7 2

3 b !
SUBJECT: Fiscal Note - Senate Bill OD'l

With the defeat of Senate Bill 362, "An Act Establishing the Trans-Alaska 

Authority as a Public Corporation of the State; and Providing for an 

Effective Date", a fiscal note on Senate Bill 361 to reflect the Fiscal 

Year costs to issue $3,500,000,000 in G.O. Bonds for the pipeline seems 

s u p e r f l u o u s .

Unless we hear from you further, we are assuming your request of March 24, 

is withdrawn.

®i ;





AUDIT DIVISION
POUOI Y/ —  ALASKA OFFICE DUILDIIIS 

FlIIMICE DIVISIOU
T T B H B  I L M H S l L & T O I i B I E  /  poochwf- state capitoi

BUDGET MD AUDIT COI.miEE /  MEAU 99301

M E M O R A N D U M
TO:  M y r t o n  Charney, D i r e c t o r

B udget and Manage m e n t

FROM: LEG ISLAT IVE  FINANCE
ROOM 40 7
CAPITOL BU ILD ING

PLEASE COMPLETE THE ATTACHED FISCAL'. NOTE FOR SB 361
AND RETURN IT  TO OUR OFF ICE BY 3 / 3 1 / 7 2 _______________ .

IN ADDIT ION TO THE GENERAL INSTRUCTIONS REGARDING FISCAL
NOTE P R E P A R A T I O N  ( R E F E R E N C E  OUR MEMO OF 1 2 / 1 5 / 7 1 ______________) ,
PLEASE OBSERVE THE FOLLOWING:

Fu r n i s h  e s t imate data r e g a r d i n g  debt service, o p e r a t i o n a l  costs, gross 
revenues, net r evenues, etc. b a s e d  upon:
1. C o n s t r u c t i o n  c o m p l e t i o n  and i n i t i a l  p i p e l i n e  flow (estimated dates
2. Full c a p acity p i p e l i n e  flow (estimated date?)

TIMELY RETURN OF TH IS  INFORMATION I S  REQUESTED. HOWEVER, 
I F  ADDITIONAL PREPARATION TIME I S  REQUIRED , NOTIFY OUR OFFICE 
AS SOON AS POSS IBLE  IN ORDER THAT D ISCUSS ION  OF THE PROPOSED LEG­
ISLATION MAY BE RESCHEDULED TO A LATER DATE.

ATTACHMENTS:' ( 1 )  F ISCAL NOTE
(2) COPY OF B I L L  VERSION

CC: B U D G E T  S M A N A G E M E N T

DATE: 3 / 2 4 / 7 2

SUB J :  F ISCAL NOTE REQUEST
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I n t r o d u c e d :  3 / 2 / 7 2
R e f e r r e d :  C o m m e r c e ,

F i n a n c e

IN THE SENATE BY T HE COMMERCE COMMITTEE 

SENATE BIL L  NO. 361 
IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTH LEGISLATURE - S ECOND SESSION 

A BILL

For an Act entitled: "An Act providing for the issuance of general o b l i g a­

tion bonds in the amount of $3,500,000,000 for the

purpose of paying the cost of acquiring, constructing

and equipping a pipeline or pipelines to provide 

transportation for oil and natural gas from Prudhoe 

Bay and adjacent areas to the port of Valdez and other 

ports ana for related facilities; and providing for an 

effective cate."

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

* Section 1. For the purpose of paying the cost of acquiring, construct-)

ing and equipping a pipeline or pipelines to provide transportation for oil 

and natural gas from Prudhoe Bay and adjacent areas to the port of Valdez 

and other ports and related facilities, including but without limitation, 

roads, port facilities, airports, docks, wharves, storage facilities and 

other marine equipment, sewage or waste disposal facilities, facilities for 

furnishing electric energy, gas, or water, air or water pollution control 

facilities, parks, playgrounds and other recrea t i o n a l  facilities, and other 

systems and other laboratory, maintenance, storage or utility facilities or 

structures necessary or useful for the transportation of oil and natural gas) 

and related facilities or equipment, general obligation bonds of the state 

in the principal amount of not more than $3,500,000,000 shaj.1 be 1- led and 

sold. The full faith, credit and resources of the state are pledged to the 

payment of the principal of and interest and redemption premium, if any, on 

these bonds. These bonds shall be issued under the provisions of AS 37.15

-1- SB 361
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I n t r o d u c e d :  3 / 2 / 7 2
R e f e r r e d :  C o m m e r c e ,

F i n a n c e

IN THE SENATE BY THE COMMERCE COMMITTEE 

SENATE B I L L  NO. 36I 
IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTH LEGISL A T U R E  - S ECOND SESSION 

A BILL

For an Act entitled: "An Act providing for the issuance of general o bliga­

tion bonds in the amount of $3,500,000,000 for the

purpose of paying the cost of acquiring, constructing

and equipping a pipeline or pipelines to provide 

transportation for oil and natural gas from Prudhoe 

Bay and adjacent areas to the port of Valdez and other 

ports and for related facilities; and providing for an 

effective a a t e ."

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

* Section 1. For the purpose of p aying the cost of acquiring, construct-|

ing and equipping a pipeline or pipelines to provide transportation for oil 

and natural gas from Prudhoe Bay and adjacent areas to the port of Valdez 

and other ports and related facilities, including but without limitation, 

roads, port facilities, airports, docks, wharves, storage facilities and 

other marine equipment, sewage or waste disposal facilities, facilities for 

furnishing electric energy, gas, or water, air or water pollution control 

facilities, parks, playgrounds and other recreational facilities, and other 

systems and other laboratory, maintenance, storage or utility facilities or 

structures necessary or useful for the transportation of oil and natural gas| 

and related facilities or equipment, general obligation bonds of the state 

in the principal amount of not more than $3,500,000,000 shall be issued and 

sold. The full faith, credit and resources of the state are pledged to the 

payment of the principal of and interest and redemption premium, if any, on 

these bonds. These bonds shall be issued under the provisions of AS 37-15

-1- SB 361
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as those provisions read at the time of issuance.

* Sec. 2. If the issuance of ohese bonds is authorized by the qua l i f i e d  

voters of the state, a special fund of the state to be known as the "Oil 

Pipeline Construction Fund" shall be established to which shall be credited 

the proceeds of the sale of the bonds des c r i b e d  in sec. 1 of this Act except 

for the accrued interest and premiums. There is a p propriated from the "Oil 

Pipeline Construction Fund" to the Tr a n s A l a s k a  Authority created under

AS M . 5 8  the sum of $3,500,000,000.

* Sec. 3. If the issuance of these bonds is authorized by the qualified 

voters of the state, the amount of $1,000,000 or as m u c h  of that amount as

is found necessary is appropriated from the general fund of the state to the

state bond committee to carry out the provisions of this Act and to pay 

expenses incident to the sale and issuance of the bonds authorized In this 

A c t .

* Sec. 4. The ques t i o n  whether the bonds authorized in this Act are to 

be issued shall be submitted to the qualified voters of the state at the

next state general election ana shall read substantially as follows:

Shall the State of Alaska issue Its general obligation bonds 

in the principal amount of not more than $ 3 ,500 ,000 ,0 00  for 

the purpose of paying the cost of acquiring, constructing 

and equipping a pipeline or pipelines to provide t r a n sporta­

tion for oil and natural gas from Prudhoe Bay and adjacent 

areas to the port of Valdez and other ports for related 

facilities?

Proposition

State General O b l i gation Oil Pipeline Construction

Bonds $3,500,000,000

Bonds

Bonds Yes [ ] 

Ho [ ]

-2-



Sec. 5. This Act takes effect on the day after its pa^iage and approv- 

on the day it becomes law without approval.
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T h e  f o l l o w i n g  analysis of various q u e s t i o n s  s u r r o u n d i n g  
state o w n e r ship of the p i p e l i n e  has b e e n  m a d e  b y  G r e g  Erickson, 
S t a f f  E c o n o m i s t  of the P i p elin e I m pact Committee.

TAX EXEMPT STATUS -  The f i r s t  and most c r f i i c a !  o f  t h e s e  q u e s t i o n s  
c o n c e r n s  t h e  t a x  exempt c h a r a c t e r  o f  t h e  bonds w h i c h  would be s o l d  by 
A l a s k a  t o  f i n a n c e  p i p e l i n e  c o n s t r u c t i o n .  In r e c e n t  y e a r s  t h e  I n t e r n a l  
Revenue S e r v i c e  has t a k e n  a h a r d  l i n e  c o n c e r n i n g  t h e  e l i g i b i l i t y  o f  
g o v e r n m e n t a l  bonds f o r  t a x  exempt s t a t u s  when t h e  p r o c e e d s  o f  s u c h 
bonds a r e  us ed f o r  "ri on- go ve rnrn entaI  p u r p o s e s " ,  e s p e c i a l l y  when t h e  
b e n e f i t s  o f  t h e  t a x  e x e mp t i on  a p p e a r  t o  a c c r u e  i n  s u b s t a n t i a l  me as ur e 
t o  p r i v a t e  i n t e r e s t s .  As long a s  u n c e r t a i n t y  e x i s t s  on t h i s  p o i n t ,  i t  
m i g h t  be i m p o s s i b l e  f o r  t h e  s t a t e  t o  s e l l  s u c h  b o n d s .  I f  t h e  IRS t a k e s  
a n e g a t i v e  p o s i t i o n  t h e  s t a t e  m i g h t  be f o r c e d  t o  s e e k - a  d e c l a r a t o r y  j u d g ­
m en t.  A ss um ing  t h a t  t h e  s t a t e  m i g h t  e v e n t u a l l y  w i n  s u c h a j u d g m e n t ,  i t  
c o u l d  c o n c e i v a b l y  t a k e  many months f o r  t h e  F e d e r a l  g o v e r n m e n t  t o  e x h a u s t  

•••its a v e n u e s ' o f  a p p e a l .  Of c o u r s e ,  t h e  t i m e  p e r i o d  o f  t h e s e  a p p e a l s  c o u l d  
be c o n c u r r e n t  w i t h  f u r t h e r  d e l a y  i n * t h e  i s s u a n c e  o f  t h e  p i p e l i n e  p e r m i t .

•’, y  7 - USE COMMITMENTS -  IT would be imp rude nt f c r  t h e  s t a t e  ( o r  a n y o ne
e l s e )  t o  i n v e s t  in a f a c i l i t y  w i t h o u t  some a s s u r a n c e  i h a f  i t  w i l l  ha ve 
a  u s e f u l  l i f e  i n e x c e s s ,  o f  t h e  t i m e  r e q u i r e d  t o  p a y  io,~ i t .  In t h e  
c a s e  o f  t h e  p i p e l i n e ,  s uch an a s s u r a n c e  means c o n t r a c t s  from t h e  h o l d e r s  
o t  f. 'orlh S l o p e  r e s e r v e s  c o m m i t t i n g  them t o  u s e  t r i o  p i p e l i n e  f o r  t h e
n e c e s s a r y  number o f  y e a r s  r e g a r d l e s s  o f . a n y  a l t e r n a t i v e  t r a n s p o r t a t i o n  
modes o r  o i l  s o u r c e s  w h i c h  may become a v a i l a b l e .  I f ,  f o r  i n s t a n c e ,  o i l  
d i s c o v e r i e s  i n  t h e M a c k e n z i e  R i v e r  D e l t a  o r  e l s e w h e r e  in t h e  C a n a d i a n  
A r c t i c  made on o i l  p i p e l i n e  t h r o u g h  Canada t o  t h e  U n i x & L S t a t e s  a 
r e a l i t y ,  A l a s k a  would need a s s u r a n c e  t h a t  N o rt h  S l o p e  o i l  wou ld no t be 
d i v e r t e d  t o  t h i s  a l t e r n a t e  r o u t e .  F u r t h e r m o r e ,  f i n a n c i n g  t h e  p i p e l i n e  
w i t h o u t  s u c h use commitments would be v e r y  d i f f i c u l t ,  f o r  t h e  f a i t h  
and c r e d i t ' o f  A l a s k a  a l o n e  i s  p r o b a b l y  i n s u f f i c i e n t  t o  u n d e r w r i t e  t h e .  
v a s t  sums r e q u i r e d  f o r  t h i s  p r o j e c t .  ' o. : ’. '

. . .  A V A I L A B I L I T Y  OF TECHNICAL E X P E R T I S E  -  The f i n a l  f un d a me n t a l  ; 
p r o b l e m  r e v o l v e s  a r o u n d  t e c h n i c a l  e x p e r t i s e  and manpower a v a i l a b i l i t y .
The team r e q u i r e c M o  d e s i g n  and c o n s t r u c t  t h e  A l y e s k a  p i p e l i n e  c o u l d  
s i m p l y  n o t  be k e p t  t o g e t h e r  by t h e  S t a t e  o f  A l a s k o - w i t h o u t  t h e  c o o p e r a ­
t i o n  o f - t h e  o i l  c o m p a n i e s .  T h i s  i s  not t o  s a y  t h a t  t h e  p r o j e c t  c o u l d  
no t be c o n s t r u c t e d  w i t h o u t  t h e i r  a s s i t a n c e ,  b e c a u s e  i t  c o u l d .  Ho we v er ,  
t h e  a d d i t i o n a l  t i m e  a nd  e x t r a  e x p en s e  t h a t  w o u l d  b e  n e c e s s a r y  in t h i s  
e v e n t u a l i t y  wou ld  p r o b a b l y  make s t a t e  o w n e r s h i p  u n r e a l i s t i c . .



'.SECONDARY CONSIDERATIONS . <7.
•• * > s...    ~ 1 . ’ . \ • ;.*• * •. -

• • • •; .. * . * .* ' {
MANAGERIAL RESOURCE SCARCITY -  In a d d i t i o n  t o  t h e s e ' f u n d a m e n t a l  

p r o b l e m s  t h e r e  a r e  o t h e r  n e g a t i v e ,  f e a t u r e s  o f  s t a t e  o w n e r s h i p  which 
d e s e r v e  c a r e f u l  s c r u t i n y .  In A l a s k a ,  a s  e l s e w h e r e ,  t h e  m a n a g e r i a I  and 
a d m i n i s t r a t i v e  t a l e n t  w hi ch makes f o r  good g o ver nm ent  i s  a s c a r c e  

‘ r e s o u r c e .  T h i s  s c a r c i t y ,  h o w e v e r ,  e f f e c t s  A l a s k a  more s e v e r e l y  t h a n  . 
o t h e r  s t a t e s  b e c a u s e  t h e  p r o b l e m s  which we f a c e  h e r o  a r e  v e r y  o f t e n  
u n i q u e . ’ U n l i k e -  h i s  c o u n t e r p a r t  in the  South 4 8 , t h e  A l a s k a n  g o v e r n -  

- mental  e x e c u t i v e  f a c e s  many p r o b l e m s  f o r - w h i c h  t h e r e  a r e  no " t r a d i ­
t i o n a l "  s o l u t i o n s .  In t h e  coming y e a r s  t h i s  s c a r c e  g o v er n m en t a l  
t a l e n t  w i l l  be s p r e a d  r a t h e r  t h i n l y  a s  i t  g r a p p l e s  w i t h  t h e s e  p ro bt em s-  

: l i m i t e d  e n t r y  in f i s h e r i e s ,  t h e  m a s s i v e  u p g r a d i n g  n e c e s s a r y  i n r u r a l  
e d u c a t i o n ,  t h e  d y n a m i c  e x p a n s i o n  o f  t h e * t o u r i s t  i n d u s t r y ,  a n d ,  o f  
c o u r s e ,  t h e  c o n t i n u i n g  need t o  f i n d  some t e n a b l e  m i d d l e  g r o u n d between 
t h o s e  who w o u l d  s e e  A l a s k a  i n d u s t r i a l l y  ra ped  and t h o s e  who would ha ve 
i t  r e m a i n  f o r e v e r  l o c k e d  up. T h e s e  and o t h e r  p r o b l e m s  may not r e c e i v e  
t h e  a t t e n t i o n  t h e y  d e s e r v e  i f  A l a s k a ’ s g o v e r n m e n t a l  mana ge rs  w e r e  t o  
be g i v e n  t h e  a d d i t i o n a l  r e s p o n s i b i I i t y  o f  o v e r s e e i n g —w i t h  a l l  i t s  . 
p o l i t i c a l  i m p l i c a t i o n s —t h e  c o n s t r u c t i o n  and o p e r a t i o n  o f  t h i s  v e r y  
s o p h i s t i c a t e d  i n d u s t r i a l  f a c i l i t y .  • • .  ' • •

' INCREASED DE3T LOAD -  W h e th er  t h e  p i p e l i n e - - i s . "  f i n a n c e d  w i t h  
r e v e n u e  b e n d s  o r ,  a s  i s  more l i k e l y ,  g e n e r a l  o b l i g a t i o n  b o n d s ,  such 
a l a r g e '  i n c r e a s e  in t h e  s t a t e ’ s  a l r e a d y  h i c h  p e r  c a p i t a  d e bt  load 
c a n n o t  h e l p  b u t  h a v e  a n e g a t i v e  e f f e c t  on t h e  s t a t e ' s  a b i l i t y  t o .  
f i n a n c e  f u t u r e  n e c e s s a r y  c a p i t a l  i m p r o v e m e n t s . * *  A t  t h e  v e r y  l e a s t ,  
i n v e s t o r s  w i l l  v i e w  s u c h  h i g h  p e r  c a p i t a  d eb t  l o a d s  a s  i n c r e a s i n g  t h e  
p o s s i b i l i t y  o f  d e f a u l t  and w i l l  i n s i s t ,  upon h i g h e r  i n t e r e s t  r a t e s  t o  
c o m p e n s a t e  them, f o r  c a r r y i n g  t h e s e  r i s k s .  T h u s ,  A l a s k a n  t a x p a y e r s  
w i l l  e v e n t u a l l y  s ha. -e  in t h e  c o s t  o f  b u i l d i n g  t h e  p i p e l i n e ,  s i n c e  i t s  
f i n a n c i n g  w i l l  i n c r e a s e  t h e  b ur de n o f  d e b t  s e r v i c e  t h a t  t h e y  w i l l  be 
r e q u i r e d  t o  c a r r y  t o  pay f o r  t h e  c o n s t r u c t i o n  o f  f u t u r e  h i g h w a y s ,  
f e r r i e s ,  s c h o o l s ,  e t c .  V  -  ■

•*/
IMVEST.VENT COST EFrEOT I VE-MESS -  I n s o f a r  j-s o w n e r s h i p  o f

t h e  pi pel  i r e  i s  j u s i  i r i ed  on t h e  g r o u n d s  t h a t  such-'cv. 'nersh ip i s  
n e c e s s a r y  t o  m a x i m i z e  t h e  number o f  j o b s  c r e a t e d  f o r  t h e  l o c a l  l a b o r  
f o r c e ,  ?t.s c o s t  e f f e c t i v e n e s s  in t h i s  r e g a r d  must be e x a m i n e d .  I f  
U n i v e r s i t y  o f  A l a s k a ' s  f i g u r e s  a r e  r e a l i s t i c ,  a  t o t a l  o f  2 0 , 0 0 0  man- 
y e a r s  o f  employment w i l l  r e s u l t  from the  p r o j e c t .  A s su m in g ( i n  t h e  
w o r s t . c a s e )  t h a t  o n l y  t e n  p e r c e n t  o f  t h e s e  j o b s  w ou ld  go t o  A l a s k a n s  
i f  i t  w e r e  an i n d u s t r y  s p o n s o r e d  p r o j e c t ,  a s  o p p o s e d  to n i n e t y  p e r c e n t  
i f  i t  w e r e  c o n s t r u c t e d  u n d e r S t a t e  o w n e r s h i p ,  ( a  v e r y ,  v e r y  o p t i m i s t i c  
p r e d i c t i o n )  t h e  n e t  i n c r e a s e  due t o s t a t e  o w n e r s h i p  would be 1 6 , 00 0 
m a n - y e a r s  o f  emp lo ym en t.  At a t o t a l  p r o j e c t  c o s t  o f  $ 2 . 5  b i l l i o n  t h e .  
c o s t ~ p e r  m a n - y e a r  o f  employment would be 3 1 5 6 , 0 0 0 .  _ • . . -
If. p i p e l i n e  employment w e re  s p r e a d  o u t  o v e r  a t w e n t y - y e a r  f a c i  I I.ty l i f e  
r a t h e r  t h a n  c o n c e n t r a t e d  in t h e  c o n s t r u c t i o n  p h a s e  t h e s e  1 6 , 0 0 0  man- ■ 
y e a r s  wo'uld be e q u i v a l e n t ' t o  800 p er man en t j o b s ;  t h u s ,  t h e  p i p e l i n e  
i n v e s t m e n t  n e c e s s a r y  t o - c r e a t e  a s i n g l e  p er ma n en t  j o b  w ou ld  be 
$ 5 , 1 2 5 , 0 0 0 .  T h i s  m u s t  be compared w i t h  i n v e s t m e n t  p e r  j o b  in t h e  
f i s h i n g  i n d u s t r y  o f  a p p r o x i m a t e l y  $ 5 , 0 0 0  and e v e n  in t h e  most  c a p i t a l  
i n t e n s i v e  p h a s e s  o f  t h e  t o u r i s t  i n d u s t r y  o f  $5 0 , 0 0 0 .



■ ’ CONTROL OF COSTS -  The H a r b r i d c e  House, r e p o r t  d w e l l s  a t  some 
l e n g t h  on t h e  d i f f i c u l t i e s  t h a t  can be e x p e c t e d  t o  a r i s e  i n t h e  

management o f  t h i s  t y p e  o f  p r o j e c t  w i t h  r e s p e c t ' t o  t h e  n ee d f o r  u n d i ­
v i d e d  a u t h o r i t y  and t h e  d e l e g a t i o n  o f  c o n s i d e r a b l e  r e s p o n s i b i l i t y  t o  

“ i n d i v i d u a l s  who w o u l d  be some d i s t a n c e  a d m i n i s t r a t i v e l y  f ro m t h o s e  
• . s t a t e  o f f i c i a l s  r e s p o n s i b l e  t o  t h e  e l e c t o r a t e .  Und er  s u c h  c i r c u m ­
s t a n c e s  i t  h a s  o f t e n  been c o n t e n d e d  t h a t  t h e r e  i s  an i n s t i t u t i o n a l  

t e n d e n c y  t o  l o s e  c o n t r o l  o f  c o s t s  in t h e  a t t e m p t  t o  o p t i m i z e  l o c a l  
r e s o u r c e  u s e .  . • y;  V . .. ..  .. Y  I - -

. T h i s  w o u l d  a l m o s t  c e r t a i n l y  be t h e  c a s e  i n t h e  p r e s e n t  s i t u a t i o n ,  
w her e t h e  e v e n t u a l  c o s t s  o f  t h i s  t y p e  o f  d i s c r i m i n a t i o n  w i l l  be 
b o r n e  l a r g e l y  b y t h e  o i l  c o mp an ie s  a n d , l a r g e l y  a t  seme d i s t a n t  f u t u r e ,  
d a t e .  - •• • *’

T h e  f o l l o w i n g  t e s t i m o n y  c o n c e r n i n g  s t a t e  f i n a n c i n g  o f  t h e  

p i p e l i n e  wa's g i v e n  b y  R a y m o n d  B. G a r y  o f  M o r g a n  S t a n l e y  &  Co. 

i n  h i s  a p p e a r a n c e  b e f o r e  t h e  J o i n t  H e a r i n g  o n  P r o p o s e d  

P i p e l i n e  L e g i s l a t i o n ,  M a r c h  6 - 1 0 ,  1972.

‘̂N o w ,  I ' d  l i k e  t o  f i n i s h  u p  w i t h  t h e  a b i l i t i e s  of t h e  . 

S t a t e  t o  f i n a n c e  t h i s  s t a g g e r i n g  s u m  o f  m o n e y .  I m i g h t  

•point o u t  t h a t  a n o t h e r  t h i n g  t h a t  h a s n ' t  c o m e  o u t  y e t  is 

t h a t  i f  t h e  S t a t e  d o e s  it, w h i c h  w e  d o n ' t  t h i n k  i t  can, 

b u t  i t ' s  n o t  g o i n g  t o  b e  $ 3 . 5  b i l l i o n ,  i t ' l l  b e  m o r e .

B e c a u s e ,  a m o n g  o t h e r  t h i n g s ,  t h e  S t a t e ' s  estinfates, as I 

u n d e r s t a n d  t h e m — 'there w a s  s o m e  c o n f u s i o n  o n  t h i s — b u t  as 

I u n d e r s t o o d  it, i t  d i d  n o t  i n c l u d e  i n t e r e s t  d u r i n g  t h e  

c o n s t r u c t i o n ,  s o  t h a t  w o u l d  b e  a d d e d  t o  t h e  b a s e  f i g u r e ,  

w h a t e v e r  i t ' c o m e s  o u t  at, T h e  S t a t e ' s  b a n k e r s  h a v e  b e e n  

t a l k i n g  a b o u t  a r e s e r v e  f u n d  of or  i t  s h o u l d  b e  t a l k i n g ,

I s h o u l d  t h i n k ,  t w o  y e a r s  o f  d e b t  service.' T h e r e  is
,  • '  •  s .  #

i n t e r e s t  o n  i n t e r e s t  a n d  i n t e r e s t  o n  t h e  r e s e r v e  f u n d  b e c a u s e  

t h a t  w o u l d  h a v e  to  b e  r a i s e d  a n d  y o u ' r e  p o s s i b l y  l o o k i n g  

a t  r a i s i n g  as m u c h  as a b i l l i o n  d o l l a r s  m o r e  t h a n ’, in f a c t ,



t h e , o i l  companies' w i l l  h a v e  t o  raise.'

W e l l ,  a n y w a y ,  t h e  t a x  e x e m p t  m a r k e t  is a b i g  o n e ,  b u t  

o u r  f i r m  is o f  t h e  o p i n i o n  f o r  t h i s  a m o u n t  o f  m o n e y  t h a t  

e v e n  i f  it c o u l d  b e  r a i s e d ,  a n d  t h e r e  a r e  s o m e  d o u b t s  a b o u t  

t h a t  b u t  f o r  i t  to  b e  r a i s e d  a t  a l l ,  y o u  w o u l d  h a v e  t o  t a p  

e v e r y  r e s e r v o i r  o f  c a p i t a l  i n  t h e  c o u n t r y  t o  t h e  m a x i m u m  

e x t e n t . -  M o w ,  t h i s  w o u l d  i n c l u d e  a n d  t h e  b i g g e s t  o f  t h o s e  

r e s e r v o i r s ,  o f  c o u r s e ,  a r e  t h e  l i f e  i n s u r a n c e  c o m p a n i e s  t h a t  

a r e  o r d i n a r i l y — 'life i n s u r a n c e  companies' a n d  p e n s i o n  f u n d s ,

•I s h o u l d  say, t h a t  a r e  n o t  o r d i n a r i l y  borrower's of t a x  

e x e m p t  s e c u r i t i e s  i n  t h e  f i r s t  p l a c e  b e c a u s e  t h e y  g e t  a l­

m o s t  n o  b e n e f i t  f r o m  t h em, F o r  t h a t  r e a s o n ,  t h e  c o s t  

i s n ’t t h i s  n u m b e r  t h a t ' s  b e e n  b a n g e d  a b o u t ,  i t ' s  t h e  r a t e  

a t  w h i c h  l i f e  i n s u r a n c e  .companies l o a n  t h e i r  m o n e y  t o  

c r e d i t s  o f  t h i s  k i n d .  ' : • ■"!' ; • .

N o w ,  t h i s  t h e o r y ' s  b e e n  a d v a n c e d  t h a t  o n e h o f  t h e  w a y s  

t h e  S t a t e  c a n  s e c u r e  a b o r r o w i n g  o f  t h i s  m a g n i t u d e  is to 

d e d i c a t e ,  t o  i t s  oi.l i n c o m e ,  n o w ,  i t s  p r o s p e c t i v e  o i l  

i n c o m e .  I ' m  n o t  t a l k i n g  a b o u t  t h e  e x i s t i n g  r o y a l t i e s  a n d  

s e v e r a n c e  t a x e s  which, c o u l d  n o t  s u p p o r t  t h i s  a m o u n t '  o f  

d e b t .  I ' d  o n l y  p o i n t  o u t  a t  t h i s  s t a g e ,  t h a t  f r o m ^ t h e  

p u r p o s e s  o f  security, o r  a d e q u a t e l y  s e c u r i n g  a b o n d  o f f e r­

ing, t h e  r o y a l t i e s  a n d  s e v e r a n c e  t a x e s  f r o m  t h e  N o r t h  

S l o p e  at  a n y  r a t e  a r e  h o t ,  t h e y ' r e  n o t  b a n k a b l e  a s s e t s .  

T h e y ' r e  n o t  v a l u a b l e  a s s e t s  to a d d  s e c u r i t y  i n  a c o m p l e t i o n



u n d e r t a k i n g  b e c a u s e  t h e i r  r e a l i z a t i o n  a r e  c o m p l e t e l y  

d e p e n d e n t  u p o n  t h e  c o m p l e t i o n  o f  t h e  pipeline,' So, t h e y  

..don't-— t h e y  w o u l d  a d d  s e c u r i t y  if i t  w e r e  i n  o p e r a t i o n  a n d  

t h o s e  a m o u n t s  w o u l d  be. f a l l i n g ,  b u t  n o t  m u c h  b e c a u s e  the 

b a c k s t o p p i n g  t h a t ' s  n e e d e d  h e r e  is a g a i n s t  t h o s e  t h a t  h a y e  

h a d  s o m e  f o r c e  m a j e u r e  t h a t  r e s u l t  i n  s h u t d o w n  o f  t h e  

p i p e l i n e ,  .

-..That's t h e  t h i n g  t h a t  .lenders w o r r y  a b o u t .  T h e y  h a v e  

c o n f i d e n c e  in t h e  o i l  c o m p a n i e s . t h a t  they, c a n  b r i n g  it 

t e c h n i c a l l y  a n d  t h a t  .they c a n  e v a l u a t e  t h e  e c o n o m i c s , 

b u t  i t ' s  a l l  t h o s e  o t h e r  e v e n t s  t h a t  t h e y  w o r r y  a b o u t  a n d

t h e  r e a s o n  t h e y  a s k  f o r  t h e  b a c k s t o p p i n g  a n d  t h e  b a c k -
• . • • .<*'*' * * ’

s t o p p i n g  is, i f  y o u  w i l 3  , i t ' s  s o m e b o d y  f i n a n c i a l l y  capab?.e 

o f  p a y i n g  i n t e r e s t  a n d  d e b t  s e r v i c e  d u r i n g  p e r i o d s  t h a t  n o ­

b o d y  c a n  f o r e s e e  b u t  y o u  s t i l l  w o r r y  a b o u t ,  a n  e a r t h q u a k e ,  

a  s h i p p i n g  s t r i k e ,  a t a n k e r  s p i l l  t h a t  r e s u l t s  in a n  i n j u n c  

t i o n  a g a i n s t  o p e r a t i o n  of  t h e  p i p e l i n e ,  s o  i t ' s  s h u t  d o w n .  

Nov;, w h e n  i t ' s  s h u t  d o w n ,  t h o s e  r o y a l t i e s _ a n d  s e v e r a n c e '

t a x e s  a r e n ' t  f l o w i n g  s o  t h e y  d o n ' t  a d d  m u c h  s e c u r i t y  t o

■ r. * * v  .•
t h i s  b o r r o w i n g  t h a t  w e ' . e  t a l k i n g  a b o u t .

So, w e  r e l u c t a n t l y  c o m e  to t h e  c o n c l u s i o n  t h a t  t h e

State" o n  t h e . b a s i s  o f  i t s  p r e s e n t  r e s o u r c e s  c a n n o t ,  C A N N O T
, - | m ^ 1 • • .

f i n a n c e  t h e  c o n s t r u c t i o n  o f  t h i s  p i p e l i n e .  I n  o u r  view,, 

if i t  c a n  b e  d o n e  a t  all, it h a s  to h a v e  t h e  u n c o n d i t i o n a l  

b a c k s t o p p i n g  o f  .he o i l  c o m p a n i e s .  I ' m  n o t  t a l k i n g  a b o u t



a  m o d i f i e d  truth, o f  i t  here/. I ' m  t a l k i n g  a b o u t  t h e  f u l l  

f a i t h  a n d  c r e d i t  o f  t h e  s e v e r a l  o i l  c o m p a n i e s .  I m i g h t  

s a y  h e r e ,  a t  t h i s  p o i n t , t h e  o n l y  area' i n  w h i c h  t h e r e ' s  s o m e  

d i s a g r e e m e n t  i n  o u r  o f f i c e ,  t h e r e ' s  s o m e  .that t h i n k  it 

w o u l d  t a k e  t h e  j o i n t  a n d  s e v e r a l  b a c k s t o p p i n g  to  d o  w e l l .  

I t ' s  n o t  a q u e s t i o n  o f  g o i n g  t o  s o m e t h i n g  w e a k e r  t h a n  the 

n o r m a l  t r u t h  o f  t h e  t h i n g  b u t  i t ' s  a q u e s t i o n  o f  m e a n i n g

p e r h a p s  s o m e t h i n g  s t r o n g e r .  ~

•" ’ . ‘ . * ■*•*** . * • . 
A  w o r d  'about t h e  p l a n  p r o p o s e d  b y  T e m p l e ,  B a r k e r  &

S l o a n e .  If t h a t  p l a n  d o e s n ' t  h a v e  a  c o m p l e t i o n  u n d e r t a k i n g*» - • - ' V f ; . . ■. * _*'  • - - * — •
i t  d o e s n ' t  d o  a n y  g o o d  to  say, " W e l l ,  t h e  S t a t e  w i l l  

p a y  t h i s  o n  a c o n t r a c t  b a s i s , "  b e c a u s e  t h e r e  s t i l l  i s n ' t  

c o m p l e t i o n .  T h a t  i s n ' t  a c o m p l e t i o n  u n d e r t a k i n g  b y  

s o m e o n e  f i n a n c i a l l y  c a p a b l e  o f  d i s c h a r g i n g  t h a t  u n d e r­

t a k i n g .  T h e  S t a t e  d o e s n ' t  h a v e  t h e  a s s e t s  to  p e r f o r m  

t h a t  a n d  j u s t  c o n s i d e r ,  if y o u  w i l l ,  t h e  p r o s p e c t  o f  m a y ­

b e  t h e  S t a t e  s e l l i n g  o n e  or  t w o  i s s u e s  ijT"the t a x  e x e m p t  

m a r k e t  .and t h e n  t h a t  m a r k e t  g e t t i n g  e x h a u s t e d .  I t - h a s  a 

w a y  o f  d o i n g  that. It d o e s n ' t  t a k e  t o o  m a n y  r e p e t i t i v e  

o f f e r i n g s  b e f o r e  u n d e r w r i t e r s  say, "S t o p ,  W e  'can't d o  

a n y  m o r e . "  A n d  t h o s e  a r e  i s s u e s  o f  $ 1 1 5  a n d  $ 2 0 0  m i l l i o n .

T h e y ' r e  c o n s i d e r e d  g i g a n t i c  i n  t h a t  m a r k e t ,  A n d ,  t h e n /
• • * ' #  „  *

w h a t  h a p p e n s ?  S o  t h e  p i p e l i n e ' s  h a l f  u n d e r  c o n s t r u c t i o n ,  

a l l  t h e  m o n e y  h a s  b e e n  c o m m i t t e d .  W h o  is g o i n g  t o  p a y  

t h e  b o n d  h o l d e r  b a c k ?  S o  t h a t  p l a n  e f f e c t i v e l y  d o e s  ’



i n v o l v e d  t h e  f u l l  faith, a n d  c r e d i t  o f  th.e o i l  c o m p a n i e s  

i f  y o u  w o u l d  e x p e c t  t h a t  t h e y  w o u l d  g o  a h e a d  a n d  s t i l l  

•/complete t h e  p r o j e c t  if t h e  S t a t e  f a i l e d  t o  b e  a b l e  to 

p a y .  A g a i n ,  i t ' s  s o r t  o f  a  n e v e r ,  n e v e r  l a n d  b e c a u s e  it 

c a n ' t  h a p p e n  i n  t h e  f i r s t  p l a c e .  T o  g e t  p e o p l e  t o  c o m m i t  

t o  e v e n  t h e  f i r s t  i s s u e  o f  b o n d s ,  y o u ' v e  g o t  t o  convinv. 1 

p r o f e s s i o n a l  i n v e s t o r s  t h a t  t h e  l a s t  i s s u e  w i l l  b e  sold. 

T h e y ' v e  g o t  t o  s e e  t h e  e n d  o f  t h e  t u n n e l  a n d  t h e  o n l y  

b a s i s  u p o n  " w h i c h  t h e y  w o u l d  d o  p a r t i a l  i s s u e s  w o u l d  b e  

/ h a v i n g  a  c o m p l e t i o n  u n d e r t a k i n g  b y  s o m e o n e  ■who is f i n a n­

c i a l l y  c a p a b l e  o f  d o i n g  it. If t h e  b o n d  m a r k e t  r u n s  o u t

o f  m o n e y , t h e y  c a n  p u t  t h e  moftey u p  w h e t h e r  i t s  o u t  o f

• ' ‘ * *'• • * .‘ • . *
t h e i r  e q u i t y  o r  w h a t e y e r  i t  is, o n  t h e i r  o w n  c r e d i t ,  a n d

t h a t ' s  t h e  s t r e n g t h  t h a t  y o u  l o o k  to  t o  g e t  t h i s  d o n e .

N o w ,  t h a t  is i n d e e d  a n  e n c u m b r a n c e  o f  t h e  c r e d i t  o f  t h e

o i l  c o m p a n i e s .  '• •• "... -•

A n d ,  I m i g h t  p o i n t  o u t ,  t h e r e  w a s  a  r e m a r k  m a d e  d u r i n g

t h e  d a y  a b o u t ' t h i s  p l a n  t h a t  d i d n ' t  e n c u m b e r  t h e  o i l  c o m p a n i e s

W e l l ,  i f . i t  d o e s n ' t  e n c u m b e r  t h e  o i l  c o m p a n i e s L n o

g o o d  a s  s e c u r i t i e s .  ,.s

*•***• • , **." * ^

V '  I m i g h t  j’us t  g i v e  y o u  a n o t h e r  f e w  f a c t s  h e r e  a n d  t h e n
• • "”*»•* ^ a •

I ' l l  q u it. T h e r e ' i s n ' t  t h e  u n d e r w r i t i n g  c a p i t a l  i n  t h i s  

country' t o  d o  a n ^ i s s u e  o f  $ 3 , 5  m i l l i o n  w o r t h  o f  b o r r o w i n g .

T h e  l a r g e s t  b o n d  i s s u e  ever' u n d e r w r i t t e n  w a s  m a n a g e d  b y  

o u r  firm- f r o m  a t e l e p h o n e  d e a l  l a s t ^ - a  y e a r  a g o  J a n u a r y ,



of. $ 5 0 0  m i l l i o n . T h a t ' s .  t h e  l a r g e s t  u n d e r w r i t t e n  d e a l  

e v e r  d o n e  i n  history-, It s t r a i n e d  t h e  c a p i t a l  o f  t h i s  

c o u n t r y  to  t h e  p o i n t  a n d  t h e  i n v e s t m e n t  b a n k e r s  in t h i s  

_ ..-..country t o  t h e  p o i n t  w h e r e  t h e  c a l e n d a r  h a d  t o  b e  l i g h t e n­

e d  a r o u n d  i t  so p e o p l e  c o u l d  t a k e  t h e s e  c o m m i t m e n t s  a n d  

•the n e x t  l a r g e s t  d e a l  e v e r  d o n e  w a s  t h e  c o m m o n  s t o c k  

o f f e r i n g  w h i c h  w e  d i d  f o r  S t a n d a r d  O i l  C o m p a n y  o f  N e w  

J e r s e y  e a r l y  in  *69 a b o u t  $ 4 0 0  m i l l i o n ,  a n d  t h a t  o n e  

•'strained t h e  c a p i t a l  r e s o u r c e s  of the. i n d u s t r y .  A s  I 

s a i d  b e f o r e ,  t h e  t e l e p h o n e  o f f e r i n g  t h a t  t h e  v e n t u r e s

w i t h  w a r r a n t s  h a d  t o  b e  d o n e  o n  a d e a l e r  m a n a g e r s h i p  b a s i s

• • '
. s i m p l y  b e c a u s e  it c o u l d  n o t  -be u n d e r w r i t t e n . So, a g a i n ,

y o u ' v e  g o t  to  b e a r  t h a t  in m i n d  w h e n  y o u  t a l k  l i g h t l y  

a b o u t  t h e  S t a t e  d o i n g  a n  i s s u e  o f  $ 3 . 5  b i l l i o n  w o r t h  o f  

.bonds. T h e r e  i s n ' t  t h e  u n d e r w r i t i n g  c a p i t a l  a r o u n d  t o  

d o  it,. . .••• *

O t h e r  a s p e c t s  o f  t h i s  p l a n  o b v i o u s l y  a l s o j s n t a i l  

• v e r y  c o n s i d e r a b l e  d e l a y .  T h e r e ' s  t h e  d e l a y  o f  t h i s _ l e g i s -  

' l a t i o n  g e t t i n g  passed;, t h e  d e l a y  o f  c o n s t i t u t i o n a l  a m e n d­

m e n t s .  ’ T h a t  a g r e e m e n t  w h i c h  w a s  t a l k e d  about,., t h a t  s a t -  

* **. ' r;-
i s f a c t o r y  v o l u n t a r y  a g r e e m e n t  w h i c h  w a s  t a l k e d  a b o u t ,

I d o n ' t  k n o w  'how. l o n g  t h a t  w o u l d  t a k e  t o  n e g o t i a t e  b u t  

t h a t ' w o u l d  be-a..long t i me, D e l a y  a d d s  c o s t s .  W e ' v e  s e e n ,  

a l l  o f  us, h o w  t h e  c o s t  o f  t h i s  p i p e l i n e  h a s  e s c a l a t e d  

in t h e - l a s t  t h r e e  y e a r s  w h i l e  i t ' s  b e e n  w a i t i n g  f o r  i t s



a p p r o v a l  i n  W a s h i n g t o n  a n d  i t ' s  g o i n g  to c o n t i n u e  t o  d o  

so. C o n s t r u c t i o n  c o s t ?  in t h i s  S t a t e  a r e  ’r e c o g n i z e d  t o  

' ' b e  v e r y  h i g h .  C o n s t r u c t i o n  c o s t s  a i l  o v e r  t h e  w o r l d

a r e  e s c a l a t i n g  in  a y e a r .  T h e r e  is g o i n g  t o  c o m e  a t i m e  

w h e n  t h e  c o n t i n u e d  d e l a y  of  t h i s  t h i n g  is g o i n g  t o  h u r t  

a n d  i t ’s g o i n g  t o  h u r t  b o t h  y o u  a n d  the o i l  c o m p a n i e s .
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The Legislature of the State of Alaska 
F ISCAL NOTE 

Second Session - Seventh State L e gislat ure

I . R E Q UEST
Bill Identification: CM SSSB 364 aaAtgasSfiit._________________
T i t l e :______ State tax, t r a n s po rtation of oil and gas
R e q u e s t e d  by: Senate Finance D ate: h/2P>/72
R e t u r n  Date Requested: 5 / 1 / 7 2 _____________________________
A g e n c y : Dept, of Revenue___________ P r o g r a m :_____________________

COMMITTEE SUBSTITUTE

II. F I S C A L  DETAIL
Budget Request Unit(s) Affected:
A. E X P E N D I T U R E S : (Thousands of dollars)

OBJECT FY 72 FY 73 FY 7^ FY 75 FY 76 FY 77
100 P E R S O N A L  SERVICES — 45.3 47.6 49.9 52.5 55.1
200 T R A V E L 5 .  G 5.3 5.5 5.8 6.1
300 C O N T R A C T U A L .4 .4 .4 .5 .5
400 C OMMODITIES . 1 -1 .1 .1 .1
500 E Q U I P M E N T 1.6 — —
600 • LAND & STRUCTURES

1

700 GRANTS. CLAIMS, ETC.

TOTAL — 52.4 53.4 55.9 58.8 61.8

B. F U N D I N G :  (Thousands of dollars)

G E N E R A L  FUND — 52.4 53.4 55.9 58.8 61.8

F E D E R A L  FUNDS
OTHER

C. P O S I T I O N S :

P E R M A N E N T / T E M P O R A R Y | / 3 / i 3/ 3 / 3 / 3 /
MAN MONTHS (P ./!.) 3 6 /  _ 1 36/ .36/ . 3.6./. 3 .6 /  .

III. ANALYSIS (See Fiscal Note P r epar ation Instructions, Section III)

See memo from Fred Boetsch, Director of Audit, dated 

April 28, 1972.

IV. ATTACHMENTS

V. DATE: April 28, 1972________  PREPARED BY:
-A

R. D. Stevenson 

Deputy Commissioner 

Original: Legisl ative Finance Department of Revenue

cc : "Budget and Management
Prime Sponsor (First Legislato r Named)
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T B I E  L E G I S L A T U R E  K/  Pom WF ~ SWE w ,m

DUD&tylJlHD AUDIT (OMMITTEl j  JUNEAU 99801

M E M O R A N D U M
t o :  Bob S t e v e n s o n  D A T E :  A p r i l  25, 19 7 2

D e p u t y  C o m m i s s i o n e r  
D e p a r t m e n t  o f  R e v e n u e

FROM: L E G I S L A T I V E  F I N A N C E  S U B J : F I S C A L  NOTE R E Q U E S T
ROOM *107
C A P I T O L  B U I L D I N G

S B  364 a n d

P L E A S E  C O M P LE T E  THE A T T A C H E D  F I S C A L ' . N O T E  FOR CS S S S B  3 6 4 . 
AND RE TURN I T  TO OUR O F F I C E  B Y  5 / 1 / 7 2 _____________ .

IN A D D I T I O N  TO THE G E N E R A L  I N S T R U C T I O N S  R E G A R D I N G  F I S C A L
NOTE P R E P A R A T I O N  ( R E F E R E N C E  OUR MEMO O F ___________________________________) ,
P L E A S E  O B S E R V E  THE F O L L O W I N G :
1. F u r n i s h  a c o n c i s e  c o m p a r a t i v e  a n a l y s i s  of t h e  d i f f e r e n c e  in 
f i s c a l  i m p a c t  b e t w e e n  S B  3 6 4  a n d  C S  S S S B  364.
2. C o o r d i n a t e  w i t h  L o c a l  A f f a i r s  A g e n c y  w h o  w i l l  d e v e l o p  e s t i m a t e d  
c o s t s  f o r  a d m i n i s t e r i n g  t h e i r  p o r t i o n  o f  th i s  Act.
3. F u r n i s h  a n  a n a l y s i s  o f  r e v e n u e s  g e n e r a t e d  b y  t h i s  Act.
4. O t h e r  c o m m e n t s  o r  r e c o m m e n d a t i o n s ?

T I M E L Y  RE T UR N OF T H I S  I NF O RM A TI O N I S  R E Q U E S T E D .  HOWE VE R,  
I F  A D D I T I O N A L  P R E P A R A T I O N  T I M E  I S  R E Q U I R E D ,  N O T I F Y  OUR O F F I C E  

A S  SOON AS  P O S S I B L E  I N ORDER T HAT D I S C U S S I O N  OF T H E  P R O P O S E D  L E G ­
I S L A T I O N  MAY BE R E S C H E D U L E D  TO A L A T E R  D A T E .

A T T A C H M E N T S :  ( 1 )  F I S C A L  NOTE
( 2 )  COPY OF B I L L  V E R S I O N

CC: B U D G E T  S M A N A G E M E N T
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M E M O R A N D U M  S t a t e  o f  A l a s k a

F O R ^ O Z  0 0 1 8

TO:: r R. D. Stevenson 

Deputy Commissioner 

Department of Revenue

FROM: Fred Boetsch, Director

Audit Division

DATE : April 13, 1972

SUBJECT: SB 364 and CSSSSB 364

I have reviewed SB 364 and CSSSSB 366. The original bill places a property 

tax on both exploration and transportation equipment used in the oil and gas 

industry. The Committee Substitute taxes only the transportation equipment.

Both provide for a 20 mill rate. The property tax on oil and gas transportation 

equipment is, of course, the more important source of revenue. The tax on ex­
ploration equipment would not bring in anything of the magnitude of the tax on 

the transportation equipment itself.

If w e  assume a $3.5 billion pipeline (current estimates), then this 

would bring in $70 million a year at a 20 mill tax rate. If the cost turns out 

to be $3 billion, then this would bring in $60 million per year at the 20 mill 

tax rate. I do not have any figures on the value of exploration equipment cur­

rently on the North Slope or which may plan to be on the North Slope, but 

assuming that it is as much as $100 million, the tax on that source would bring 

in only $1 or $2 million. The original bill did not define clearly what consti­

tutes transportation equipment, what should be done in the case of equipment or 

a facility which is used only partially for oil or gas transportation (e.g., a 

generating plant) or how to value a transportation facility during its construc­

tion phase. The Committee Substitute cures these several defects in the original 

bill m d  makes administration of the tax much easier.

The table below indicates estimates of this tax during a construction 

period starting in July 1973 through July 1977. At that time the pipeline is 

assumed to have been built to a thru-put level of 600,000 BPD. The property 

tax should climb gradually after that until 1982 when it reaches a total cost of 

$3,453,000 (per report from TAMS). The tax will then yield approximately 

$70 million a year. We have assumed a $3.5 billion pipeline in the following 

case, since that is the latest cost figure which the State has (no adjustment 
inflation has been made):

($000 omitted)

FY 1973 FY 74 FY 75 FY 76 FY 77

SB 364 11,517.5 17,906.0 32,680.2 49,740.0 59,796.6

CSSSSB 364 9,517.5 15,906.0 3 0 , 6 8 0 .2 47,740.0 57,796.6

This assumes that the first phase (to 600,000 BPD) of the pipeline will be com­

pleted in fiscal year 1978.



R .  D. S t e v e n s o n - 2 - A p r i l  2 8 ,  1 9 7 2

The administrative problems related to SB 364 have already been 

alluded to in that it may be difficult to define in mai.y cases what constitutes 

exploration equipment. Some of the questions that arise are: is a helicopter

used to transport geologists and other people a part of exploration property? 

Should it be taxed by the State or possibly by the borough in which it is sta­

tioned, or by both, or by neither? Another problem is trying to identify all 

tl £ property which may have been involved in exploration during the year. It 
it possible the property would have moved in and out between various assessment 

dates and it would be difficult, if not impossible, to identify that property.

On the other hand, CSSSSB 364 refers only to trans cation property 

which is much simpler to identify and, certainly, is less m«__il.e. In addition, 

the Committee Substitute provides for prorationing of property used partly in 

oil and gas transportation and partly for other purposes not subject to this 

tax. It also permits the State to levy the tax during construction in progress. 

The number of pieces of equipment involved in pipeline transportation are 

large, fairly easy to identify, and to value. The value of the pipeline based 

on construction in progress can be easily ascertained from Aleyeska's records 

since normally all capital projects in oil companies are controlled by a 

single AFE (Authorization for Expenditure) which, in effect, acts as a project 

ccst accounting ledger.

During the years of construction it would be necessary to have at least 

one Field Auditor working full time to keep up with the cost accounting for the 

pipeline. After the end of construction in 1977 or 1978 this person could be 

transferred to our other tax programs which will have grown enough by then to 

justify an additional Field Auditor. In addition, I have allowed for an addi­

tional '"Election Agent and a Clerk Typist II to handle necessary correspondence 

and files for both the Field Auditor and the Field Agent. The costs of these 

administrative areas are delineated on the face of the Fiscal Note in part 2.

This does not include additional costs of assessment by the State Assessor's 

Office. Those costs are the subject of a separate Fiscal Note from Bob Dozier. 

These assumptions are based on CSSSSB 364 which, as noted above, would be much 

simpler to administer than the original SB 364.

However, assuming that SB 364 were to pass, then the other Fiscal Note 

for that bill indicates the cost of administration which would include a Property 

Tax Investigator, a Field Auditor, two Collection Agents and the Clerk Typist II. 

The Property tax Investigator would be necessary to make on-the-spot checks of 

property being used in exploration activities and the additional Collection Agents 

would be necessary to enforce collection of property taxes on the several differ­

ent companies which might be doing exploratory work. Of course, as it stands 

now, limiting the tax to the transportation facilities alone would also limit 

the number of taxpayers with which we would have to deal. Expanding it to 

exploratory activities as well would increase greatly the number of taxpayers 

since many exploration groups are either operating under contract or wildcatting 

on their own.

FPB :mbc 
Attachments



T h e  L e g i s l a t u r e  of  the S t a t e  of A l a s k a
F I S C A L  N O T E

S e c o n d  S e s s i o n  - S e v e n t h  S t a t e  L e g i s l a t u r e

I. R E Q U E S T
Bill I dentifica tion:______SB 364_______________________________________

Title : Oil exploration property tax___________________________________

Re q u ested b y  : Legislative Finance_______________ Date: 4/25/72
R eturn Date Requested: 5/1/72___________________________________
Agency : Department of Revenue__________ P r o g r a m :________________

ORIGINAL BILL

II. F ISCA L D ETAIL
Budget Request Unit(s) Affected: Individual and Business Taxes

A. EXPENDITURES : (Thousands of d o l l a r s )

OBJECT FY 72 F Y  73 FY  7A F Y  75 F Y  76 FY  77
100 PERSONA L SERVICES -- 82.4 86.5 90.8 95.4 100.1
200 TRAVEL 8.5 8.9 9.3 9.8 10.3
300 C ONTRACTUAL .8 .8 .9 .9 1.0
^00 COMMODIT IES .2 .2 .2 .2 .2
500 EQ U I P M E N T 2.8 — — — —

600 • LAND & STRUCTURES
1

700 GRANTS, CLAIMS, ETC.

TOTAL - 94.7 96.4 101.2 106.3 111.6

B. F U N D I N G : (Thousands of dollars)

GENERAL FUND — 94.7 96.4 101.2 106.3 111.6

F E D E R A L  FUNDS
OTHER

C. POSITIONS:

PERMAN ENT/ T E M P O R A R Y / 5 / j 5 / 5 / 5 / 5 /
MAN MONTHS (p./T.) / 60 / 1 60/ 60 / 60 / 60 /

III. A NALYSIS (See Fiscal Note Preparation  Instructions, Section III)

See memo from Fred Boetsch, D„;ector, dated April 28, 1972.

IV. ATTACHMENTS

V. DATE: April 28, 1972  PREPARED B Y : ______ ____________ ...

R. D. Stevenson 

Deputy Commissioner
O r i g i n a l : Legislative Finance Department of Revenue
cc: Budget and Management

Prime Sponsor (First Legislator Named)
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T O E  JLEfilSLATOJZllIS

BUDGET AHD AUDIT COMMITTEE / JUIIEAU 99801

AUDIT DlVISIOtl
POUCH1/ -  ALASKA OFFICE CUILDIIIG

F i m a  D iv is io n  
POUCH WF —  STATE CAPITOL

M E M O R A N D U M
T O : B o b  S t e v e n s o n

D e p u t y  C o m m i s s i o n e r  
D e p a r t m e n t  o f  R e v e n u e

FROM: LEGISLATIVE FINANCE

ROOM 407
CAPITOL BUILDING

D A T E :  A p r i l  23, 19 7 2

S U B J :  F I S C A L  NOTE R E Q U E S T

S B  3<S>'r and

PLEASE COMPLETE THE ATTACHED FISCAL* NOTE F̂ pR CS S S S B  3 6 4 , 

AND RETURN IT TO OUR OFFICE BY 9/1/72_________
/

IN ADDITION TO THE GENERAL INSTRUCTIONS REGARDING FISCAL
NOTE PREPARATION (REFERENCE OUR MEMO OF   ),
PLEASE OBSERVE THE FOLLOWING:

1. F u r n i s h  a c o n c i s e  c o m p a r a t i v e  a n a l y s i s  of  t h e  d i f f e r e n c e  in 
f i s c a l  i m p a c t  b e t w e e n  S B  364- a n d  C S  S S S B  3 o 4 •
2. C o o r d i n a t e  w i t h  L o c a l  A f f a i r s  A g e n c y  w h o  w i l l  d e v e l o p  e s t i m a t e d  
c o s t s  f o r  a d m i n i s t e r i n g  t h e i r  p o r t i o n  o f  t h i s  Act.
3. F u r n i s h  a n  a n a l y s i s  o f  r e v e n u e s  g e n e r a t e d  b y  t h i s  Act.
4. O t h e r  c o m m e n t s  o r  r e c o m m e n d a t i o n s ?

TIMELY RETURN OF THIS INFORMATION IS REQUESTED. HOWEVER, 
IF ADDITIONAL PREPARATION TIME IS REQUIRED, NOTIFY OUR OFFICE 
AS SOON AS POSSIBLE IN ORDER THAT DISCUSSION OF THE PROPOSED LEG­
ISLATION MAY BE RESCHEDULED TO A LATER DATE.

ATTACHMENTS: (1) FISCAL NOTE
(2) COPY OF BILL VERSION

CC: BUDGET & MANAGEMENT

v - D A T E : _____________________  P R E P A R E D  BY:

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e
c c : B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  (First L e g i s l a t o r  N a m e d )
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M E M 0  R A N D U M
TO: W a r r e n  W i l e y

A d m i n i s t r a t i v e  Asst.
O f f i c e  of the G o v e r n o r  
Att: L ocal A f f a i r s  A g e n c y

FROM: L E G I S L A T I V E  F I N A N C E
ROOM 407
C A P I T O L  B U I L D I N G

D A T E :  A p r i l  25, 1972

S U B J : F I S C A L  NOTE R E Q U E S T

P L E A S E  C O M P L E T E  T HE 
AND R E T U R N  I T  TO OUR O F F I C E

A T T A C H E D  F I S C A L ' .  NOTE FO
B Y  5 / 1 / 7 2 _________________ __

SB
CS

364- and 
SSSB 364-,

I N  A D D I T I O N  TO THE G E N E R A L  I N S T R U C T I O N S
NOTE P R E P A R A T I O N  ( R E F E R E N C E  OUR MEMO OF ____________
P L E A S E  O B S E R V E  THE F O L L O W I N G :

R E G A R D I N G  F I S C A L  
 ),

1. F u r n i s h  a c o n c i s e  e x p l a n a t i o n  of t e n t a tive a d m i n i s t r a t i v e
and p r o c e d u r e s  that y o u r  a g e n c y  w i l l  develop 
b e c o m e s  law. C o o r d i n a t e  w i t h  Bob Stevenson, 
of R e v e n u e  r e g a r d i n g  areas of o v e r l a p p i n g  or
2. F u r n i s h  e s t i m a t e d  costs of a d m i n i s t e r i n g
3. O t h e r  c o m m e n t s  or recommendations.

regulations 
i fto implemen t this A c t  if it 

D e p u t y  Commissioner, Dept, 
common responsibility, 
this lav/.

T I M E L Y  R E T U R N  OF T H I S  I NF O R M A T I O N  I S  R E Q U E S T E D .  H OW EV ER ,  
I F  A D D I T I O N A L  P R E P A R A T I O N  T I M E  I S  R E Q U I R E D ,  N O T I F Y  OUR O F F I C E  
A S  SOON A S  P O S S I B L E  I N ORDER TH AT  D I S C U S S I O N  OF THE P R O P O S E D  L E G ­
I S L A T I O N  MAY B E  R E S C H E D U L E D  TO A L A T E R  D A T E .
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V. DATE: P R E P A R E D  BY;
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c c : B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  (First L e g i s l a t o r  N a m e d )
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BY THE RULES COMMITTEE
IN THE SENATE BY REQUEST

SENATE BILL NO. 364 

IN THE LEGISLATURE OP THE STATE OP ALASKA 

SEVENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act encitled: "An Act providing for a state tax on property used in

connection wit h  exploration for ana transportation of 

unrefined oil and gas; and providing for an effective 

d a t e ."

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

* Section 1. AS 43 is amended by adding a new chapter to read:

CHAPTER 56. OIL A ND GAS EXPLORATION AND 

T RANSPORTATION PROPERTY TAX.

Sec. 43.56.010. LEVY OF TAX. An annual tax of 20 mills is

levied each tax year, beginning January 1, 1973, on the full and true 

value of all the taxable real and personal property employed in the 

state in the exploration for and transportation of unrefined oil and 

gas, except that the tax levied under this section does not apply to 

property with respect to which an ad valorem tax is payable to a city 

or borough on January 1, 1972 and on January 1 of any succeeding year 

during which a tax is levied under this section.

Sec. 43.56.020. EXEMPTIONS. In addition to property excluded 

under sec. 90(6) of this chapter, the following property is exempt 

from the tax levied under this chapter :

(1) producing oil or gas leases;

(2) machinery, appliances and equipment used ir. and around

a well producing oil or gas ana actually used in the operation of a 

well; and

(3) oil and gas produced in the s uate upon which gross
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