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IN THE HOUSE
IN THE LEGISLATURE OF THE STATE Or ALASKA
NINTH LEGISLATURE - FIRST SESSION

A Bill

For an Act entitled: "An Act relating to the University of
Alaska Anchorage Campus Student Center
Revenue Fund."
* Section 1. Subparagraoh (a), section 1, Ch. 93, SLA

1974 is amended to read:

Section 1.(a) There is a special fund of the univer—

sity to be known as the "Anchorage Campus Student Center
Revenue Fund"™ which shall be completely segregated and
set apart from all other funds of the university, which

a trust fund for the uses and purposes provided ir. this

Act, and into which shall be paid [25] 35. Per cent of all

student fees, or a lesser per cent of all student fees
determined by the board, and special fee assessments as

determined by the board.

* Sec. 2. This Act takes effect irrandiately in accordance

with the provisions of AS 01.10.070(c).
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The Legislature of the State of Alaska
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First Session - Ninth Legislature

¢111e: Relating to the U of A Ar.chorare Campus Student Revenue Fur.d
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OTHER (Student fees)

PERMANENT/TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

Current legislation authorizes the U/A to pledge up tc 25% of
student fees to amortize the revenue bond 1issue, thus providing

s coverage of 125% in the most critical year (GY 78). The bonds
have been rated therefore at "BAA™. U/A received nc bids on
March 18 for these bonds. Increasing the allowable percentage of

student fees available for redemption and coverage to 35% will pro—
vide coverage of 150% of maximum debt service and will cause a rate
change to "A". U/A"s bond counsel have stated that bonds with this
rating will be readily sold in time to award construction contracts

this year (April 2*0.

DATI™®
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IN THE HOUSE
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - FIRST SESSION

A B ill

For an Act entitled: "An Act.relating to the University of
Alaska Anchorage Campus Student Center
Revenue Fund."
* Section 1. Subparagraph (a), section !, Ch. 93, SLA
1974 is amended to read:

Section Il.(a) There is a special fund of the wuniver-
sity to be known as the "Anchcrage Campus Student Center
Revenue Fund" which shall be completely segregated and
set apart from all other funds of the university, which is
a trust fund for the wuses and purposes provided in this
Act, and into which shall be paid [25] .35 per cent of all
student fees, or a lesser per cent of all student fees
determined by the board, and special fee assessments as
determined by the board.

* Sec. 2. This Act takes effect immediately in accordance

w ith the provisions of 758 01.10.070 (c).



The Legislature of the State of Alaska

* FISCAL NOTE

First Session - Ninth Legislature

REQUEST
Bill Nfl. MOUSE BILL No. 32R

Title: Relating to the U of A Anchorage Campus Student Revenue Fund.

Requested by: House Finance Committee Date: 3/21/75-————c——o

Return Date Requested:

Agency; Program:

FISCAL DETAIL
Request Unit(s) Affected: University of Alaska

Budget
A EXPENDITURES:  (housanas of dollars)

OBJECT FY 75 FY 76 FY 77 FY 78 FY 79 FY

100 PERSONAL SERVICES 1

200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EQUIPMENT r

coo LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC.

Reserve Requirement 95.0

TOTAL

8. FUNDING: (Thousands of dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER (Student fees) 99.0
PERMANENT/TEMPORARY / / / il L
MAN MONTHS (P ./T.) o / . / /

. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
Current legislation authorizes the U/A to pledge up to 25% of
student fees to amortize the revenue bond 1issue, thus providing
a coverage of 125% in the most critical year (GY 73)- The bonds
have been rated therefore at "BAA™. U/A received no bids on
March 18 for these bonds. Increasing the allowable percentage of
student fees available for redemption and coverage to 35% will pro—
vide coverage of 15C% of maximum debt service and will cause a rate
change to "A". U/A S bond counsel have stated that bonds with this
rating will be readily sold in time to award construction contracts

TV this year (April 24).
V. DATE “Z-/ 2 N epared by
ce - Budget and Management

Prime Sponsor (First Legislator Named)

-



vUniversity of Alaska Student Union Revenue Bonds

Existing Legislation
(provides 25% of student fees)

Projested Revenue Expenditure

FY 76 $490.0 $480.0 - interim finance

FY 77 $562.0 $480.0 - interim finance

FY 76* $659.8 $580.0 - interim finance and
reserve ($100,000)

FY 79 $770.1 $580.0 - interim finance and

reserve ($100,000)

*Coverage shortfall - $97,200 for FY 78 only { 125% of debt
service.

Proposed Legislation
(Provides 35% of student fees)

Projected Revenue Expenditure

FY 76 $686.0 $480.0 as above
FY 77 $787.8 $480.0 8

FY 78* $933.7 $580.0 It

FY 79 $1078.7 $580.0 "

*Coverage adequate @ 150% of debt service.

NOTE: The coverage 1is not encumbered or otherwise lost to U/A"s
general fund except in that fiscal year, but merely provides bond
holders with a greater assurance of protection in case of a
dramatic drop in enrollment.
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Introduced: 3/21/75
Referred: Finance

li; TliZ HOUSE
HOUSE DILL NO. 32"

IN THE LEGISLATURE OF THE STATE OP ALASKA
NINTH LEGISLATURE - FIRST SESSION
A DILL
For an Act entitled: "An Act establishing the Alaska mineral .lease bonus
permanent fund; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OP THE STATE OF ALASKA:
8 Section 1. AS 37.11 is amended by adding new sections to read:
CHAPTER 11. PERMANENT [RENEWABLE RESOURCES] FUNDS.
ARTICLE 2. ALASKA MINERAL LEASE BONUS PERMANENT FUND.

See. 37.11.100. PURPOSE. The legislature finds and declares that :
it is essential to preserve the revenue derived from mineral lease bonus
sales, a non-renewable resource, for future generations of Alaskans, and
further, that this purpose best can be served by preserving this Income
in a permanent fund to be used for investment capital by Alaska resi-
dents.

Sec. 37-11.110. ALASKA MINERAL LEASE BONUS PERMANENT FUND. There
Is established as a separate fund the Alaska mineral lease bonus perman-|
ent fund. Receipts designated under sec. 120 of this chapter for deposit
in the permanent fund are to be held perpetually in trust for the benefit
of both present and future generations of Alaskans3.

Sec. 37-11.120. FUND PRINCIPAL. Ninety-five per cent of the
receipts paid the state from mineral lease bonuses shall bedeposited In
the permanent fund. These deposits shall be considered fund principal
and shall be Invested in perpetuity in accordance with AS 37-10.070
(investment of surplus state funds). However, the types of investments
that may be made are limited to:

(1) obligations of, or obligations insured or guaranteed by

-1- JD 241



vhe United States or agencies or Instrumentalities of the United States;
(2) obhligations secured by reserves paid In by the United
States or agencies or Instrumentalities of the United States or obliga-

tions of corporations In which the United States is a shareholder or

member;

(3) notes Issued by Farmer’'s Home Adm inistration;

(*t) bank certificates of deposit which are secured as to the
payment of principal and interest in accordance with Alaska law; or

(5) state loan programs that are designed by law as e ligible
for permanent fund Investment.
Sec. 37.11.130. USE OF FUND INCOME, (a) Income received from
investment fund principal may be:
(1) reinvested in investments authorised under sec. 120 of
this chapter;
(2) appropriated for the adm lInistrat.on of the fund; or
(3) appropriated to provide fundi. v for operating or capital
expenditures for loan or grant programs that are expressly established
by law for financing frora this fund and are designed to assist:
(A) Individuals who have been residents of the state
at least five years;
(D) corporations for which Alaska is the principal place
of business that have been operating continuously in the state for

at least three years; or

(C) public corporations or political subdivisions of the

state.

(b) Plans for expenditures of fund income under (a) of this section
shall be prepared in detail by the appropriate state department or agency
and shall be submitted by the governor in accordance w ith the Executive

Budget Act (AS 37-07) as part of his annual budget presentation to the

J¥ /s~ .3.-"/ Lu/vWiillil" LUr i



legislature.

37.H.1/i0. PROTECTION OP PRINCIPAL. An investment transaction.
|

in an actual dollar loss of prin-—

Sec.

involving fund principal v/hlch results

cipal shall be reimbursed in full from fund income before additional

income 1is expended.

5 Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

070(c).
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Sterlin_g (Gallagher

Commissioner

Department of Revenue March 27, 1975
Lawrence C. Rppenbach j " ° Treasury Comments on
Deputy Commissioner InTimmnd SB 297
DeBar ment of Revenue

This memorandum summarizes preliminary Treasury comments on HB 324

and SB 297, Acts establishing an Alaska mineral lease bonus permanent

fund. In general the Treasury Division supports measures which set aside

a portion of revenue from petroleum discovery to better plan for the day

when Alaska's nonrenewable wealth will be gone. We arc also deeply involved
In the financial planning required for the slate to meet the crunch coming

In Fiscal Years 1976 -1978 which both bills may directly effect. Our comments,
will be limited to those of a technical nature and will not include an assessment
of the revenue effect of setting aside bonus payments.

General

1B 324 and SB 297 proposes to create a permanent fund by an act of
legislation morally obligating future legislatures to leave it intact. Once
begun, sue)) a fund may acquire a long term character.

Contributions

The deposit of %7, of mineral lease bonus into a permanent fund would cause
a total of 102" to be dedicated (57, Renewable Resource, Z, Claims Act).

In addition, the sharing of cash bonus as distinct from royally payments,
rentals, etc. would add a new dimension to the question of whether the state
should adopt royally bid lease contracts.
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Tlic most critical aspect of a 95" bonus sharing is the previously mentioned

impact on planning the state"s financial response to our temporary crunch.

A smaller percentage, or a staggered increasing percentage over time, or

a delayed effective date would all improve the chances for a bonus sale this

year to help the State meet its pending financial obligations.

Investment

A long term fund should have broad investment authority exercised at the

discretion of professional investment managers held responsible for their

actions under a prudent man rule. Such investment authority would allow
»

the fund to take maximum advantage of imperfect markets (made so because

of constraints placed on other funds) to achieve a high return.

Ideally a permanent fund has its portfolio balanced between instruments

achieving a high "economic™ total return; such as certain Alaskan invest—

ments, and those achieving a high cash return to provide a hedge against

inflation.

AS 37.10.070 provides a comprehensive list of desirable investment instru—

ments including a full range of short and long term fixed income investments,

Alaskan residential and commercial mortgages and common stock. The

Treasury division recommends that this list be adopted intact. Should there

be an absolute need to eliminate a particular form of investment, such as

common stock, then it should bo specifically deleted. The approach taken

by 111! 324 impor.es unnecessary and undesirable limitations on the range

of legal investments.

-276—
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Use of Fund Income

There is some concern expressed in Treasury as lo the legality of (a) (3)
regarding the limitations on appropriations of fund income. The approach
taken in SB 297 (otherwise identical) of deleting this portion obviously removes
this issue. However, we are not attorneys and suggest a review of this

provision by the Department of Law .

Additional Points

The proceeds of cash bonus bids add to the state"s total stock of wealth.
Itwould be desirable to continue to have claim to this total wealth to secure
State GO bonds. Rating agencies have expressed concern that any division
of our resource development proceeds may injure our ability to secure debt.
Of course, any legislature could appropriate these funds to meet the debt
service requirements of state bonds. However, a bond buyer would be more

ussur ;d and hence require less interest ifsuch a pledge was made specifically.

Cost of Administration

The Treasury Division docs not anticipate any cost of administration re—
quiring a fiscal note at this time with acceptance of Treasury"s proposed
197G budget. Future expenses, not expected to be large, would be displayed

in future annual budgets.



Mr. Chairman:

I appreciate deeply your courtesy in allowing me to submit my
views concerning House Bill 324. I am precluded from returning
to Juneau this evening because of a conference 1i.i Anchorage and

a public hearing of the Anchorage Giarter Commission, of which

I am a membe:

Mr. Chairman, |1 am confident that Alaskans welcome your leadership
in seeking to provide approaches for State budgeting that are
more rational, and better planned, than approaches followed in
the past. Leadership in that direction is long overdue. Too
often, the appropriation process has been viewed as an area in
which special interests contend for advantage- "Log rolling"”

that has tended to swell State operating budgets.

At the same time, the Legislature®s use of bonus moneys received
in 1969 has been generally wise. It has almost always been
humane. As one Alaskan, | would prefer that my representatives
err--if err they must--on the side of efforts to improve the
quality of life in Alaska, rather than to err on the side of
indifference to human need. The Legislature can take pride in
the strides we have made in communications, social services,
education, and other fields which have benefited from the use

of the 1969 bonus money.

House Bill 324"s assumptions about State expenditures are so
important to Alaska®s future that 1 respectfully suggest that the
measure needs Tfull-scale public involvement before the Legislat’?
For if--as the Administration urges--Alaskans are to be engaged
directly in the kind of basic decision-making that helps plot

our course for future generations, then these assumptions need



that involvement, and if--as the Administration wishes--we ar”
to assess even-handedly all alternative revenue and

expenditure policies, the House Bill 324 should not be

viewed in the abstract, 1in a vacuum, or as a disembodied
proposition, but should rather be considered for it.- effects

on other options of revenue-raising and expenditure.

And finally, if--as the Administration says we must--we

are to weigh State actions carefully for their effects on

State growth rates, then House Bill 324 should be studied

in that light.

As 1 understand it, a basic concept of House Bill 324

is that non-renewable resource receipts should not be employed
to meet ongoing expenses of State government. Speaking as a
former legislator, and as a citizen, |1 must be frank 1in
admitting my doubts about that concept, even though my view

may not square with the common wisdom of the time. But of

this 1 am sure: conceptually, royalty income and production
taxes are just as much receipts from non-renewable resources

as are bonuses. It is unclear why one type of petroleum
revenue is to be barred from use in the operating budget,

while other types would not be barred. Perhaps it is recognized
that some use of non-renewable resource revenue has to be
included in the operating budget as a practical matter. Perhaps
it is argued that the State constitution prohibits a dedication
of royalty income and severance taxes, but allows a dedication
of bonus receipts. But if legal arguments arc the reason for

the distinction implicit in House Bill 324, then | suggest that



at least royalty income and bonus bids are on the same constitutional
footing.

Mr. Cnairman, members of your committee have also shown

leadership in attempting t( get better information for the
Legislature™s budgetary planning. I have personal knowledge

of the efforts made by Representative Cowper, for example, to
increase the flow of knowledge about pipeline costs to the

Committee. Few would argue that these efforts are inappropriate;
most Alaskans would agree that they emanate from a high sense

of public responsibility.

In that light, the consideration of House Bill 324, at

this time, 1is striking. All of us know that some estimates have

been madeof some matters that these estimates may not be proved
accurate. Indeed, it has been the very uncertainty about some
issues--the cost of the pipeline, the amount of bonuses to be
received from a Beaufort sale--that lias led to the introduction

of measures to tax oil and gasin place. These uncertainties

should be cautionsagainst the passage at this session of a bill

that treats the unknown as known. House Bill 324 assumes that the
best use of 95 per cent of income from bonuses is in revenue

sharing and in particular, but unspecified, "loan or grant programs.,
designed to assist individuals and corporations”. Social programs-
in education, 1in improvement of state institutions for corrections,
health cai-e, the elderly, etc.--take a back seat. Although a premise
of the bill is the desire to avoid a swelling State bureaucracy, the
measure may 1increase the sire of bureaucracies at local government

levels by compelling a movement of programs from one level of



government--the State--to local governments because of the
prohibition against using bonus receipts directly by the State
except for limited purposes. I doubt that such an artificially
induced movement of programs will prove to be cost effective or in
the public interest. I believe such a movement of progress would
be especially detrimental to the interests of residence of the
unorganized borough.

If State functions should be delegated to local governments,
vhen that is a process that should be considered on its own
merits; it should not occur as a by-product of legislation
restricting the State®s use of its own revenues.

House Bill 324 assumes that "pressure™ from Alaska citizens

for expenditures are essentially wrong, and that the people®s
representatives need greater insulation from these pressures--
to protect the public from itself. I believe this assumption
needs public involvement and scrutiny.

The State®"s 1investment in human programs--retarded children,

aid for dependent children, establishment of pre-school child
care centers, treatment for alcoholics and addicts--may be far
more appropriate use ct the bonus moneys than loans to Alaska“s
businessmen. Perhaps 1 am wrong. Perhaps the "trickle down"
theory can be vindicated. But the essential point is that on
March 26, 1975, we as Alaskans need to address that proposition
directly, not obliquely, and with publvc involvement. How much
revenue will the State stand to collect from prospective sales
of leaseable tracts? How much money from these sales, or the

income from them, can be absorbed effectively into the Alaska



economy? To what extent would beneficiaries from the loans and
grants be using public money for purposes that private money 1is--
or will become--available to fund? What will such expenditures

do to the State®"s rate of growth? If the growth rate is stimulated,
what will happen then to the State"s budget, and how will growth-
induced pressures on the budget be met?

Because of this Committee"s commitment to sound budgetary

planning, and the acquisition of helpful information in the

planning process, | would hope that some modeling, based upon

alternative assumptions, could be studied before action on House

Bill 324.

Mr. Chairman, in my service as a legislator, | opposed

the creation of so-called permanent funds. My bias--if that
is what it is--should be well known, and if it is not, | want

to be sure that the Committee understands that my point of view

has been of long stands .,,. | simply don"t believe that any
legislature is necessarily wiser that its successors, and |1

don"t believe that business loans to individuals and corporations
are more worthy use of public funds than educational, health, and
social services, and other programs that benefit directly those

who must rely most on government for "an equal start in the race

of life".

But philosophy aside, House Bill 324 presents another question.

If it be in the public interest to create a permanent fund, then
consideration should be given to the creation of the fund through the
constitutional amendment process. The amendment process has in its

favor the direct involvement of Alaskans in a matter of



fundamental importance, and true permanency. Other possibilities
exist and should be explored: for example, perhaps legislation, or
constitutional amendment, should limit the amount by which one year®s
budget may exceed the budget for the prior year, leaving the
Legislature in complete control 1in setting priorities for using
the available sum. This course has the merit of avoiding any
predetermination about the wisest and most cost-effective spending
priorities.

Mr. Chairman, Mr. Eppenbach offered some technical comments

this week which 1 will not repeat here. In my role as lc Islative
counsel for BP-Alaska, I would only add that House Bill 324

makes more likely the imposition of a tax on oil and gas in place.

That is a tax which many members of the House say should be adopted

only as "a last resort". House members understand the detrimental
consequences to the public of such a tax; many of these consequences
were outlined in February by Dr. Milton Lipton, consultant

to the Legislature on petroleum policy.

For example, Dr. Lipton advised committees that a tax on oil and gas
in place--more likely to occur if Beaufort lease revenues can not be
used for State operating expenses--would have what Dr. Lipton called
a "depressant effect™ upon the size of competitive bonuses received by
the State. Such considerations are germane to the question of House
Bill 324.

For that reason, and others, the Legislature should encourage the
Governor to conduct a Beaufort lease sale late this year. Then the

Legislature can assess the results and consider more aptly whether

a regressive tax, gaving a "depressant" effect on overall revenues,



is necessary. Ve can test again the effectiveness of the competitive
lease system. IT a permanent fund is established, we can reach a
judgement - with public involvement - as to:
--whether 95 percent of bonuses or some other percentages should
be committed to a permanent fund, and if so for what purposes,
--whether the establishment of such a fund should occur by
constitutional amendment;
Mr. Chairman, time has not permitted me to address House Bill 324
from every aspect, but | hope that the foregoing comments are
of assistance to the Committee. I am grateful for the opportunity
given me to submit them.

Joe P. Josephson
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Bowman, et al

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 324

IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act establishing the Alaska mineral lease bonus

permanent fund; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.11 is amended by adding new sections to read:
CHAPTER 11. PERMANENT [RENEWABLE RESOURCES] FUNDS.
ARTICLE 2. ALASKA MINERAL LEASE BONUS PERMANENT FUND.

Sec. 37.11.100. PURPOSE. The legislature finds and declares that
it is essential to preserve the revenue derived from mineral lease bonus
sales, a non-renewable resource, for future generations of Alaskans, and
further, that this purpose best can be served by preserving this income
in a permanent fund to be used for investment capital by Alaska resi—
dents.

Sec. 37.11.110. ALASKA MINERAL LEASE BONUS PERMANENT FUND. There
is established as a separate fund the Alaska mineral lease bonus perman—
ent fund. Receipts designated under sec. 120 of this chapter for deposit
in the pexnr.anent fund are to be held perpetually in trust for the benefit
of Loch present and future generations of Alaskans.

See, 37-11.120. FUND PRINCIPAL. Ninety per cent of tne receipts
paid the state from mineral lease bonuses shall be deposited in the
permanent fund. These deposits shall be considered fund principal and
shall be invested in perpetuity in accordance with AS 37.10.070 (invest—

ment of surplus state funds) or in state loan programs that are
designated by law as eligible for permanent fund Investment; however, no
funds may be invested in common or preferred stocks.

-1- CSHE 324



Sec. 37.11.130. USE OF FUND INCOME, (a) Income received from
investment fund principal may be:

(1) reinvested in investments authorised under sec. 120 of
this chapter;

(2) appropriated ""or the administration of the fund; or

(3) appropriated to provide funding for operating or capital
expenditures for programs that are expressly established by law.

(b) Plans for expenditures of fund income under (a) of this section
shall be prepared in detail by the appropriate state department or agency
and shall he submitted by the governor in accordance with the Executive
Budget Act (AS 37.07) as part of his annual budget presentation to the
legislature.

Sec. 37.11.140. PROTECTION OF PRINCIPAL. An investment transaction
involving fund principal which results in an actual dollar loss of prin-—
cipal shall be reimbursed in full from fund income before additional
income 1is expended.

* Sec. 2. This Act takes effect immediately In accordance with AS 01.10.-

(c).

CSHB 324 -2-
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2 HOUSE BILL NO. 324

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A NINTH LEGISLATURE - FIRST SESSION

s A BILL

6 "or an Act entitled: "An Act establishing the Alaska mineral lease bonus

/ permanent fund; and providing for an effective date."

8 & IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 # Section 1. AS 37.11 1is amended by adding new sections to read:
10 CHAPTER 11. PERMANENT [RENEWABLE RESOURCES] FUNDS.
= ARTICLE 2. ALASKA MINERAL LEASE BONUS PERMANENT FUND.
L Sec. 37-11.100. PURFOSE. The legislature finds arid declares that
B it is essential to preserve the revenue derived from mineral lease bonus
! sales, a non-renewable resource, for future generations of Alaskans, and
b further, that this purpose best can be served by preserving this income
in a permanent fund to be used for Investment capital by Alaska resi—
17
dents.
Sec. 37.11.110. ALASKA MINERAL LEASE BONUS PERMANENT FUND. There
is established as a separate fund the Alaska mineral lease bonus perman—
2 ent fund. Receipts designated under sec. 120 of this chapter for deposit
2 in the permanent fund are to be held perpetually in trust for the benefit
2 o_ both present and future generations of Alaskans.
zj Sec. 37.11.120. FUND PRINCIPAL. Ninety-five per cent of the
s receipts paid the state from mineral lease bonuses shall Dbe deposited iri
5 the permanent fund. These deposits shall be considered fund principal
. and shall be invested in perpetuity in accordance with AS 37.10.070
(investment of surplus state funds). Hov/ever, the types of investments
® thac may be made are limited to:
29

(1) obligations of, or obligations insured or guaranteed by,

-1- HB 324



the United States or agencies or instrumentalities of the United States;

(2) obligations secured by reserves paid in by the United
States or agencies or instrumentalities of the United States or obliga—
tions of corporations in which the United States is a shareholder or
member ;

(J) notes issued by Farmer®s Home Administration;

(@) bank certificates of deposit which are secured as to the
payment of principal and interest in accordance with Alaska law; or

(5) state loan programs that are designed by law as eligible
for permanent fund investment.

Sec. 37.11.130. USE OF FUND INCOME. (a) Income received from

Investment fund principal may be:

(1) reinvested in Investments authorised under sec. 120 of
this chapter;

(2) appropriated for the administration of the fund; or

(3) appropriated to provide funding for operating or capital
expenditures for loan or grant programs that are expressly established
by law for financing from this fund and are designed to assist:

A) individuals who have been residents of the state for
at least five years;

(B) corporations for which Alaska Is the principal place
of business that have beenoperating continuously inthe state for
at least three years; or

(C) public corporations or political subdivisions of the
state,

(b) Plans for expenditures of fund income under (a) of this section

shall be prepared in detail by the appropriate state department or agency
and shall be submitted oy the governor In accordance with the Executive

Budget Act (AS 37.07) as part of his annual budget presentation to the
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legislature.

Sec. 37.11.140. PROTECTION OF PRINCIPAL. An investment transaction

involving fund principal which

cipal

income

* Sec.

170(c).

2.

results in an actual dollar loss of prin—

shall be reimbursed in full from fund

is expended.

This Act takes effect

immediately

income before additional

in accordance with AS 01.10.-

HB 32A



Sterling Gallagher
Commissioner

Department of Revenue March 27, 1975
Lawrence C. Bppcnbach Treasury Comments on
Deputy Commissioner "HB 324 ond SB 297

Department of Revenue

This memorandum summarizes preliminary Treasury comments on HB 324

and SB 297, Acts establishing an Alaska mineral lease bonus permanent

fund. In general the Treasury Division supports measures which set aside

a portion of revenue from petroleum discovery to better plan for the day

when Alaska®s nonrenewable wealth will be gone. We are also deeply involved

in the financial planning required for the state to meet the crunch coming

in Fiscal Years 1976 -1978 which both bills may directly effect. Our comments,

will be limited to those of a technical nature and will not. include an assessment

of the revenue effect of setting aside bonus payments.

General

I1IB 324 and SB 297 proposes to create a permanent fund by an act of

legislation morally obligating future legislatures to leave it intact. Once

begun, such a fund may acquire a long term character.

Contributions

The deposit of 95% of mineral lease bonus into a permanent fund would cause

a total of 102% to be dedicated (51 Renewable Resource, 2% CL" “ms Act).

In addition, the sharing of cash bonus as distinct from royady payments,

rentals, etc. would add a new dimension to the question of whether the state

should adopt royally bid lease contracts.

275 3/27/7
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Thc most critical aspect of u 95" bonus sharing is the previously mentioned

impact on planning the state"s financial response to our temporary crunch.

A smaller percentage, or a staggered increasing percentage over time, or

a delayed effective dale would all improve the chances for a bonus sale this

year to help the State meet its pending financial obligations.

Investment

A long term fund should have broad investment authority exercised at the

discretion of professional investment munagers held responsible for their

actions under a prudent man rule. Such investment authority would allow
*

the fund to take maximum advantage of imperfect markets (made so because

of constraints placed on other funds) to achieve a high return.

Ideally a permanent fund lias its portfolio balanced between instruments

achieving a high "economic" total return; sucli as certain Alaskan invest—

ments, and those achieving a high cash return to provide a hedge against

inflation,

AS 37.10.070 provides a comprehensive list of desirable investment instru—

ments including a full range of short and long term fixed income investments,

Alaskan residential and commercial mortgages and coinmuii stock. The

Treasury division recommends thut this list be adopted intact. Should there

be an absolute need to eliminate a particular form of investment, such as

common stock, then it should be specifically deleted. The approach taken

by 1115 31M imposes unnecessary and undesirable limitations on the range

of legal investments.
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Use of Fund Income

There is some concern expressed in Trcasui § as to the legality of (a) (3)
regarding the limitations on appropriations of fund income. The approach
taken in SB 297 (otherwise identical) of deleting this portion obviously removes
this issue. However, we are not attorneys and suggest a review of this

provision by the Department of Law .

Additional Points

The proceeds of cash bonus bids add to the state"s total stock of wealth.
Itwould be desirable to continue to have claim to this total wealth to secure
State GO bonds. Rating agencies have expressed concern that any division
of our resource development proceeds may injure our ability to secure debt.
Of course, any legislature could appropriate these funds to meet the debt
service requirements of state bonds. However, abond buyer would be more

assured and hence require less interest ifsuch apledge was made specifically.

Cost of Administration

The Treasury Division docs not anticipate any cost of administration re—
quiring a fiscal note at this lime with acceptance of Treasury"s proposed
197G budget. Future expenses, not expected to be large, would be displayed

in future annual budgets.



Mr. Chairman:

I appreciate deeply your courtesy in allowing me to submit my

views concerning House Bill 324. I am precluded from returning

to Juneau this evening because of a conference in Anchorage and

a public hearing of the Anchorage Charter Commission, of which

I am a member.

Mr. Chairman, 1 am confident that Alaskans welcome your leadership
in seeking to provide approaches for State budgeting that are

more rational, and better planned, than approaches followed in
the past. Leadership in that direction is long overdue. Too

often, the appropriation process has been viewed as an area in

which special interests contend for advantage--"Log rolling"

that has tended to swell State operating budgets.

At the same time, the Legislature ™ use of bonus moneys received
in 1969 has been generally wise. It has almost always been
umane. As one Alaskan, | would prefer that my representatives
err--if err they must--on the side of efforts to improve the
quality of life in Alaska, rather than to err on the side of
indifference to human need. The Legislature can take pride in
the strides we have made in communications, social services,
education, and other fields which have benefited from the use

of the 1969 bonus money.

House Bill 324"s assumptions about State expenditures are so
important to Alaska®"s future that 1 respectfully suggest that the
measure needs full-scale public involvement before the Legislature.
For if--as the Administration urges--Alaskans are to be engaged
directly in the kind of basic decision-making that helps plot

our course for future generations, then these assumptions need



that involvement, and if--as the Administration wishes- we are
to assess even-handedly all alternative revenue and
expenditure policies, the House Bill 324 should not be
viewed in the abstract, 1in a vacuum, or as a disembodied
proposition, but should rather be considered for its effects
on other options of revenue-raising and expenditure.
And finally, if- as the Administration says we must- we
are to weigh State actions carefully for their effects on
State growth rates, then House Bill 324 should be studied
in that light.
Aa I understand it, a basic concept of House Bill 324

0
is that non-renewable resource receipts should not be employed
to meet ongoing expenses of State government. Speaking as a
former legislator, and as a citizen, 1 must be frank in
admitting my doubts about that concept, even though my view
may not square with the common wisdom of the time. But of
this | am sure: conceptually, royalty income and production
taxes are just as much receipts from non-renewable resources
as are bonuses. It is unclear why one type of petroleunm
revenue is to be barred from use in the operating budget,
while other types would not be barred. Perhaps it is recognized
that some use of non-renewable resource revenue has to be
included in the operating budget as a practical matter. Perhaps
it is argueu that the State constitution prohibits a dedication
of royalty income and severance taxes, but allows a dedication
of bonus receipts. But if legal arguments are the reason for

the distinction implicit in House Bill 324, then 1 suggest that



at least royalty income and bonus bids are on the same constitutional
footing.

Mr. Chairman, members of your committee have also shown

leadership in attempting to get better information for the
Legislature®s budgetary planning. I have personal knowledge

of the efforts made by Representative Cowper, for example, to
increase the flow of knowledge about pipeline costs to the

Committee. Few would argue that these efforts are inappropriate;
most Alaskans would agree that they emanate from a high sense

of public responsibility.

In that light, the consideration of House Bill 324, at

this time, 1is striking. All of us know that some estimates have

been made of some matters that these estimates may not be proved
accurate. Indeed, it has been tne very uncertainty about some
issues— the cost of the pipeline, the amount of bonuses to be
received from a Beaufort sale--that has led to the introduction

of measures to tax oil and gas in place. These uncertainties

should be cautions against the passage at this session of a bill

that treats the unknown as known. House Bill 324 assumes that the
best use of 95 per cent of income from bonuses is in revenue

sharing and in particular, but unspecified, "loan or grant programs.,
designed to assist individuals and corporations”. Social programs--
in education, 1in improvement of state institutions for corrections,
health care, the elderly, etc.--take a back seat. Although a premise
of the bill is the desire to avoid a swelling State bureaucracy, the
measure may increase the size of bureaucracies at local government

levels by compelling a movement of programs from one level of



government--the State- to local governments because of the
prohibition against using bonus receipts directly by the State
except for limited purposes. I doubt that such an artificially
induced movement of programs will prove to be cost effective or in
the public interest. I believe such a movement of progress would
be especially detrimental to the interests of residence of the
unorganized borough.

IfT State functions should be delegated to local governments,
then that is a process that should be considered on its own
merits; it should not occur as a by-product of legislation
restricting the State®"s use of its own revenues.

House Bill 324 assumes that "pressure” from Alaska citizens

for expenditures are essentially- wrong, and that the people®s
representatives need greater insulation from these pressures-
to protect the public from itself. I believe this assumption
needs public involvement and scrutiny.

The State®s investment in human programs- retarded children,

aid for dependent children, establishment of pre-school child
care centers, treatment for alcoholics and addicts- may be far
more appropriate use of the bonus moneys than loans to Alaska“®s
businessmen. Perhaps I am wrong. Perhaps the "trickle down"
theory can be vindicated. But the essential point is that on
March 26, 1975, we as Alaskans need to address that proposition
directly, not obliquely, and with public involvement. How much
revenue will the State stand to collect from prospective sales
of leascable tracts? How much money from these sales, or the

income from them, can be absorbed effectively into the Alaska



economy? To what extent would beneficiaries from the loans and
grants be using public money for purposes that private money is-

or will bscome--available to fund? What will such expenditures

do to the State®s rate of growth? If the growth rate is stimulated,
what will happen then to the State®s budget, and how will growth-
induced pressures on the budget be met?

Because of this Committee"s commitment to sound budgetary

planning, and the acquisition of helpful information in the

planning process, | would hope that some modeling, based upon
alternative assumptions, could be studied before action on House
Bill 324.

Mr. Chairman, 1in my service as a legislator, 1| opposed

the creation of so-called permanent funds. My bias--if that

is what it is-— should be well known, and if it is not, | want

to be sure that the Committee understands that my point of view

has been of long standing. I simply don"t believe that any
legislature 1is necessarily wiser that its successors, and I

don"t believe that business loans to individuals and corporations
are more worthy use of public funds than educational, health, and
social services, and other programs that benefit directly those

who must rely most on government for "an equal start in the race

of life".

But philosophy aside, House Bill 324 presents another question.

If it be in the public interest to create a permanent fund, then
consideration should be given to the creation of the fund through the
constitutional amendment process. The amendment process has in its

favor the direct involvement of Alaskans in a matter of



fundamental importance, and true permanency. Other possibilities
exist and should be explored: for example, perhaps legislation, or
constitutional amendment, should limit the amount by which one year®"s
budget may exceed the budget for the prior year, leaving the
Legislature in complete control in setting priorities for using

the available sum. This course has the merit of avoiding any
predetermination about the wisest and most cost-effective spending
priorities.

Mr. Chairman, Mr. Eppenbach offered some technical comments

this week which I will not repeat here. In my role as legislative
counsel for BP-Alaska, 1 would only add that House Bill 324

makes more likelv the imposition of a tax on oil and gas in place.
That is a tax which many members of the House say should be adopted

only as "a last resort”. House members understand the detrimental
consequences to the public of such a tax; many of these consequences
were outlined in February by Dr. Milton Lipton, consultant

to the Legislature on petroleum policy.

For example, Dr. Lipton advised committees that a tax on oil and gas
in place- more likely to occur if Beaufort lease revenues can not be
used for State operating expenses--would have what Dr. Lipton called
a "depressant effect" upon the size of competitive bonuses received by
the State. Such considerations are germane to the question of House
Bill 324.

For that reason, and others, the Legislature should encourage the
Governor to conduct a Beaufort lease sale late this year. Then the

Legislature can assess the results and consider more aptly whether

a regressive tax, gaving a "depressant"” effect on overall revenues,



is necessary. Ke can test again the effectiveness of the competitive
lease system. If a permanent fund is established, we can reach a
judgement - with public involvement - as to:
--whether 95 percent of bonuses or some other percentages should
be committed to a permanent fund, and if so for what purposes,
— whether the establishment of such a fund should occur by
constitutional amendment;
Mr. Chairman, time has not permitted me to address House Bill 324
from every aspect, but | hope that the foregoing comments are
of assistance to the Committee. I am grateful for the opportunity
given me to submit them.

Joe P. Josephson



kKCTP n crp -p /p

iiki>u toni<xt of r evenue

" JAY S HAMMOND, Gowerror

TRAS RYCMIN FOUOHSBIUNEAL 99801

May 1, 1975

The Honorable Bill Ray

Chairman, Senate Finance Committee
State Capitol

Juneau, Alaska 99811

Dear Senator Ray:

I have enclosed a page containing our suggested changes
to CS for House Bill No. 324 now before your Committee.

As 1 indicated to Jim Fennel in a telephone conversation
last night I will be very happy to testify on CS for HB 324
should you plan to hold hearings on it.

Thank you for your consideration.

0X2 p.P

; Eppenbach
Deputy Commissioner, Treasury

LCE :ge
Enclosure

cc. Sterling Gallagher



SUGGESTED CHANGES

OFFERED IN THE SENATE

TO: CS FOR HOUSE BILL NO. 324

PAGE 1 LINES 18-19

Delete the following "There 1is established™ and insert the
following in its place "The Department of Revenue shall

establish."”

PAGE 1 LINES 23-29

Delete section 37.11.120 and insert the following 1in its place:

Sec. 37.11.120. FUND PRINCIPAL. (a) Receipts paid the
state from mineral lease bonuses shall be deposited in the permanent
fund as follows:

(D) 20 per cent beginning July 1, 1975;
(2) 40 per cent beginning July 1, 1978; and
3) 60 per cent beginning July 1, 1981.

(b) The deposits shall be considered fund principal and shall
be invested 1in perpetuity by the commissioner of revenue 1in accord—
ance with AS 37.10.070 (investment of surplus state funds) or in
state loan programs that are designated by lav; as eligible for
permanent fund investment; however, no funds may be 1invested in
common or preferred stocks. The state may also pledge £.11 or a
portion of the fund principal to secure payment of general

obligation bonds of the state.

PAGE 2 LINES 15-16
Delete "before additional income 1is expended"™ and insert the

following 1in its place "by annual appropriation.”
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|, the undersigned, an employee of the State of Alaska, « hereby certify
that the microfilm images on this microform are accurate reproductions
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"An Act making a special appropriation to the Department of
Health and Social Services; and profiding for an effective&ate."”

COMMITTEE REPORT

HOUSE
4/17/75
Mr.Speaker: Date
¥he Committee on FINANCE has had H3 327
under consideration. A Major ity of the members of the Committee
( )recommends it DO PASS
( )recommends it DO NOT PASS
( drecommends it DO PASS WITHATTACHED AMENDMENT (S)
( )recommends it BE REPLACEDWITH CSFOR AND THAT
CS FOR DO PASS

( ) "and"™ recommends it BE REFERRED TO THE

COMM ITTEE

( ) reports it back WITHOUT RECOMMENDATION
( )D"other"

Members signing the Majority report:

Members NOT concurring 1in the Majority report:

recommends:

recommends:

recommends:

recommends :

rer.omme nd s :



"An Act making a special appropriation to the Department of
Health and Social Services; and providing for an effective
date."

*

COMMITTEE REPORT

3/2V 75 HOUSE FINANCE
Hr . Speaker: Date
The Commit tea on HESS hash a d HB 327

unj;,/consideration. A Majority of the members of the Committee

recommands it DO PASS

( Xecommends it DO NOT PASS

( Yyecommends it DO PASS WITH ATTACHED AM EN DM ENT (S)
( Yecommends it 3EREPLACED WITH CSFOR AND THAT
CS FOR DO PASS

( ) "and"™ recommends it BE REFERRED TO THE
COMM ITTEE
( ) reports it back WITHOUT RECOMMENDATION

( ) "other™

Members NOT concurring in the Majority report :

recommends:
recommends:
recommend s :

recommends:

_Cha irman
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Introduced: 3/24/75
Referred: Health ,Education &
Social Services and Finance

BY BEIRNE,DUNCAN.OSTROSKY
IN THE HOUSE AMD SULLIVAN Ir

HOUSE BILL WO. 327
IN THE LEGISLATURE OP THE STATE OF ALASKA
NINTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act making a special appropriation to the Departmen
of Health and Social Services; and providing for an
effective date."”
BE IT ENACTED BY THE LEGISLATURE OP THE STATE OP ALASKA:

* Section 1. The sum of $75,000 is appropriated from the general fund to
the Department of Health and Social Services for supplemental diagnostic and
prescriptive services provided through the Alaska Department of Health Child
Studies Centers.

* Sec. 2. This Act takes effect July 1, 1975.

#  COMMITTEE COPY -1~ HB 327
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Introduced: 3/24/75
Referred: Health,Education &
Social Services and Finance

BY BEIF.NE,DUNCAN,O0STROSKY
N THE HOUSE AND SULLIVAN

HOUSE BILL No. 327
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - FIRST SESSION
A BILL
or an Act entitled: "An Act making a special appropriation to the Department
of Health and Social Services; and providing for an
effective date."”
E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $75,000 is appropriated from the general fund to
he Department of Health and Social Services for supplemental diagnostic and

rescriptive services provided through the Alaska Department of Health Child

tudies Centers.

# Sec. 2. This Act takes effect July 1, 1975.
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HOUSE BILL NO.

Introduced: 3/2*1/75
Referred: Health,Education &
Social Services and Finance

BY BEIRNE,DUNCAN,0STROSKY
AND SULLIVAN

327

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -
A BILL

or an Act entitled: "An Act making a

FIRST SESSION

special appropriation to the Department

of Health and Social Services; and providing for an

effective date,"

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

* Section 1. The sum of $75,000 is

appropriated from the general fund to

he Department of Health and Social Services for supplemental diagnostic and

rescriptive services provided through

tudles Centers.

the Alaska Department of Health Child

* Sec. 2. This Act takes effect July 1, 1975-

H3 327



The Legislature of the State of Alaska

N A FISCAL NOTE
First Session - Ninth Legislature

REQUEST
Bill Np. HB 327
Title : Special Appropriations to Dept, of Health & Social Services
Requested by: Helen Beirne Date: 4,21/75
Return Date Requested:
Agency: Health s Social Services Program: Division of Public Health

Child Study Center

FISCAL DETAIL
Budget Request Unit(s) Affected:
A. EXPENDITURES: (Thousands of dollars)

OBJECT FY 75 FY 76 FY 77 FY 78 FY 79 FY 80

100 PERSONAL SERVICES 62.5 77 Q 81.8 85.9 90.2
200 TRAVEL 2.0 2.1 2.2 2.3 2.4
300 CONTRACTUAL 7.0 S.9 9.3 9.8 10.3
400 COMMODITIES 1.5 2.0 2.1 2.2 2.3
500 EQUIPMENT 2.0 1
Coo LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL -0- 75.0 90.9 95.4 100.2 105.2

B. I-UNDING : (Thousands of dollars)

GENERAL FUND -0- 75.0 90.9 95.4 100.2 105.2

FEDERAL FUNDS

OTHER

C. POSITIONS:

PERMANENT/TEMPORARY / 37/ R 37 3/ 3/

MAN MONTHS (P./T.) 7 H 30 7/ ﬂ_'/ 30/ 30/ 30 /
. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

Personal Services: 1 Medical Director for overall program (Anchorage)

1 Coordinator (PHN or Med. Social Worker) (Juneau)
1/2 Clerk Typist (Juneau)

Costs projected for 10 months for first vear.

1v.

V.

ATTACHMENTS

DATE: #/ PREPARED BY: - " "> /££

Original: Legislative Finance

CC:

Budget and Management J* T
Prime Sponsor (First Legislator Named) 0~
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THE LEGISLATURE OF THE STATE OF ALASKA

FISCAL NOTE

Second Session - Ninth Legislature
REQUEST
Bill No._ HB 327
Title: Special Appropriation to Department of Health and Social Services
Requested by:" Helen Beirne Date: 4/6/76
Return Date Requested:
Agency: Health & Social Services Program: Division of Public Health

FISCAL DETAIL
Budget Request Unit(s) Affected: Section of Family Health 06-31-1-05-00

A. EXPENDITURES:" (Thousands of dollars)

100.0

100.0

100.0

0/0
0/0

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 Fy 81
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL 75.0 82.5 90.7 95.2
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.
TOTAL -0- 75.0 82.5 90.7 95.2
B. FUNDING: (Thousands of dollars)
GENERAL FUND -0- 75.0 82.5 90.7 95.2
FEDERAL FUNDS
OTHER
C. POSITIONS:
PERMANENT/TEMPORARY 0/0 0/0 0/0 0/0 0/0
MAN MONTHS (P./T.) 0/0 0/0 0/0 0/0 0/0
I11. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
Contractual - To allow for the purchase of services and the cost of travel of
professional persons with expertise in pediatrics, psychology,
or other areas relating to problems of handicapped and/or
exceptional children. These persons will serve as members of an
interdisciplinary diagnostic and evaluating teanm.
Cost projected at 10% inflation for "78 and "79 and 5% thereafter.
J
IV. ATTACHMENTS 4/ ithif
. m(
i .7 77 - 0
V. DATE: 4-6-76 PREPARED BY
Original: Legislative Finance
cc: Budget and Management

H/S 50

Prime Sponsor (First Legislator Named)



THE LEGISLATURE OF THE STATE OF ALASKA
FISCAL NOTE

Second Session - Ninth Legislature

REQUEST
Bill No. HB 327

Title: Special Appropriation to Department of Health and Social Services
Requested by: Helen_Beirme Date: 4/6/76

Return Date Requested:

Agency: Health & Social Services Program: Division .of Public Health

I1. FISCAL DETAIL

200
300
AQO
500
600
700

Budget Request Unit(s) Affected: Section of Family Health 0G-31-1-05-00
A. EXPENDITURES:* (Thousands of dollars)

OBJECT FYy 76 FY 77 FY 78 FYy 79 FY 80 Fy 81
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 75.0 82.5 90.7 95.2 100.0
COMMODITIES
EQUIPMENT
LAND 1 STRUCTURES
GRANTS, CLAIMS, ETC.
TOTAL -0- 75.0 82.5 90.7 95.2 100.0
B.," FUNDING: (Thousands of dollars)
GENERAL FUND -0- 75.0 82.5 90.7 95.2 100.0
FEDERAL FUNDS
OTHER
C. POSITIONS:
PERMANENT/TEMPORARY 0/0 0/0 | 3 00/8 0/0 0/q
MAN MONTHS Gi”./T.) 0/0 oru 1 000 / 0/0 0/0
I11. ANALYSIS (See Fiscai Note Preparation Instructions, Section II11)
Contractual - To allow for the purchase of services and the cost of travel of
professional persons with expertise in pediatrics, psychology,
or other areas relating to problems of handicapped and/or
exceptional children. These persons will serve as members of an
interdisciplinary diagnostic and evaluating team.
Cost projected at 102 inflation for "78 and "79 and 52 thereafter.
1IV. ATTACHMENTS 4/ tefat*
V. DATE: A-6-76 PREPARED BY /INT~X o=

Original: Legislative Finance

CC:

H/S

Budget and Management )
Prime Sponsor (First Legislator Named)
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The Legislature of the State of Alaska
FISCAL NOTE

First Session - Ninth Legislature

REQUEST

Bill N(Q. HD 327

Title:__ Special Appropriations to Dept, of Health & Social. Services
Helen Beirne Date: 4421175

Requested by:

Return Date Requested:

Agency : Health & Social Services

FISCAL DETAIL
Budget Request Unit(s) Affected:

Program: Division of Public Health
Child Study Center

A. EXPENDITURES: (Thousands of dollars)
OBJECT FY 75 FY 76 FY 77 FY 78 FY 79 el @
100 PERSONAL SERVICES 62.5 9 81.8 85.9 90.2
200 TRAVEL 2.0 2.1 2.2 2.3 2.4
300 CONTRACTUAL 7.0 8.9 9.3 9.8 10.3
400 COMMODITIES 1.5 2.0 2.1 2.2 2.3
500 EQUIPMENT 2.0
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.
TOTAL -0- 75.0 90.9 95.4 100.2 105.2
B. FUND ING : (Thousands of dollars)
GENERAL FUND -0- 75.0 90.9 95.4 100.2 105.2
FEDERAL FUNDS
OTHER
C. POSITIONS:
PERMANENT/TEMPORARY / 3/ . 3/ ! 3/ 3/
MAN MONTHS (P./T.) 30 /7 1337 30/ | 307/ 30 /
. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
Personal Services: 1 Medical Director for overall program (Anchorage)
1 Coordinator (PHN or Med. Social Worker) (Juneau)
1/2 Clerk Typist (Juneau)
Costs projected for 10 months for first year.
1v. ATTACHMENTS
V. DATE: PREPARED BY: v fcsi
Original: Legislative Finance
cc: Budget and Management /\
Prime Sponsor (First Legislator Named)
P Y D
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I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.



"An Act rep ling the refund provisions of the motor fuel ol tax;
and providi for an effective date."”

COMMITTEE REPORT

4/21/75 HOUSE

Hr. Speaker: Date

The Committee on meANCE has had HB 128

under consideration. A Majority of the members of the Committee

( )recommends it DO PASS

( )recommends it DO NOT PASS

( )recommends it DO PASS WITHATTACHED AMENDMENT(S)

( )recommends it BE REPLACEDWITH CSFOR AND THAT
CS FOR DO PASS

( ) "and™ recommends it BE REFERRED TO THE

COMM ITTEE

( ) reports it back WITHOUT RECOMMENDATION
() "other"

Members signing the Majority report:

Members NOT concurring in the h&jority report:

recommends:

recommends:

recommends:

recommends:

recomme nds :

Cha irman



"An Act repealing the refund provisions of the motor fuel oil
tax; and providing for an effective date."”

COMMITTEETE REPORT
3/24/75 HOUSE FINANCE
Hr. Speaker: Date A Al "0~
The Committee or. State Affairs has had HB 328 )

i i . . i . 0
under consideration. A Majority of the members of the Coinmittee,” f |
() "ecommends it DO PASS 1,1~ /"1 Ir\.

- r Ve IN]
( ) recommends it DO NOT PASS fly( Y ,\/
recommends it DO PASS WITH ATTACHED AMENDMENT (%) 1}’\' jh
P e VXE.
j/ recommends it BE REPLACED WITH CS FOR y\ SS ! %ED THAT

CS FOR \-\» DOPASS
( ) "and"™ recommends it BE REFERRED TO THE
COMMITTEE
( ) reports it back WITHOUT RECOMMENDATION
() "other™

Members signing the Major ity report:

NI Uy, - ISVs

Members NOT concurring 1in the Majority report:
Ty "- ~— y~"frecommends :
L N recommends:
recomme no s
recoinmends

recomme nds

v Chairman



02-00I1B (REV. 08-73'

MEMORANDUM State of Alaska

TO:

FROM:

Bill Parker DATE:

Chairman
House State Affairs Committee

April 10, 1975

FILE NO:
TELEPHONE NO:

Gary L. Jenkp SUBJECT: House Bill 328

Director
Audit Division?t
Department t/f Revenue

The following is the information requested by the members of your Committee
during the hearing on 4/8/75. During this fiscal year to date, we have issued
motor fuel refunds of $2,763,148. 0Of this total, the refunds for non-highway
use of motor fuel amounts to $2,436,3609. Of this latter total, 54 percent or
$1,481,000 has been refunded to construction contractors; 26 percent or
$707,400 has been issued to companies involved in oil exploration and 9 per—
cent or $247,900 has been refunded to companies involved in the logging in—
dustries. As the work on the pipeline continues to increase during this year
and next year, the percentage and amount of refunds to construction companies
should increase dramatically. For calendar years 1975 and 1976 we anticipate
total potential non-highway use refunds of $5,000,000.

Also, included in Section 43.40.030 is a refund provision for fuel purchased

in Alaska and used in a foreign country. The prime user of this provision
has been the White Pass and Yukon Railroad. The refunds issued for the past
three years, based on foreign usage of fuel is as follows: FY 1972-73,

$50,700; FY 1973-74, $28,000; and FY 1974-75, $32,800.

Should your Committee desire any further information regarding this bill,
please feel free to contact me.

GLJI/bjm



JAY S HAMMOND, Govermor

/

11E1*AItT> IEXT OF I1IFVENUE /

OFFICE OF THE COMMISSIONER s POUCH S-IUHEAU 99801
/
April 2, 1975

The Honorable William Parker
Chairman

House State Affairs Committee
Alaska State Legislature
State Capitol

Juneau, Alaska

\n
A X

Re: House Bill No. 328
Dear Mr. Parker:

House Bill No. 328, an Act repealing the refund provisions of the motor
fuel oil tax, was introduced on March 24, 1975 and was referred to the House
State Affairs and Finance Committees.

At your request for the consideration of the House State Affairs Committee, 1 am
note and memorandum from Gary L. Jenkins, Director,

enclosing a copy of a fiscal
tax refunds

Audit Division, Department of Revenue concerning motor fuel oil
which would be eliminated by the provisions of House Bill No. 328.

Mr. Jenkins will appear at the meeting of the House State Affairs Committee
on April 2, 1975 at 1:00 p.m. to answer questions on the material submitted
concerning the subject legislation.

Very truly yours,

R. D. Stevenson
Special Assistant

RDS:eh

cc: Gary L. Jenkins
Director, Audit Division

The Honorable Hugh Malone
Chairman, House Finance Committee
Alaska State Legislature
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Original sponsor: Finance Committee Offered: V21/75

Referred: Finance

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE

CS FOR HOUSE BILL WO. 328
IN THE LEGISLATURE OP THE STATE OP ALASKA
NINTH LEGISLATURE - FIRST SESSION

A B.TLL

For an Aoc entitled: "An Act relating to the refund provisions of the motor

BE

fuel oil tax; and providing for an effective date."
IT ENACTED BYTHE LEGISLATUREOF THE STATE OF ALASKA:
Section 1.AS 43.40.030(a) is amended to read:

(a) Except as specified in sec. 10(jJ) of this chapter, a person
who uses motor fuel to operate an Internal combustion engine 1ls entitled
to a refund of six cents a gallon on the first 10.000 gallons of motor
fuel purchased eacn fiscal year If

(1) the tax on the motor fuel has been paid;

(2) the motor fuel is not aviation fuel or motor fuel used
in an engine to propel a boat or watercraft, including motor fuel which
may be used for heating and cooking aboard boats and watercraft; and

(3) the internal combustion engine is notused in or*ln con-—
junction with a motor vehicle licensed to be operated on public ways.
Sec. 2. AS 43.40.030 is amended by adding a new subsection to read;

(a) Except as provided in sec. 10(j) of this chapter, a person
who uses motor Tfuel to operate an Internal combustion engine In the
development and production of renewable resources in the state Is
entitled to a refund of six cents a gallon on the total amount of fuel
used if

(1) the tax on the motor fuel has been paid;

(2) the motor fuel is not aviation fuel or motor fuel used
in an engine to propel a boat or watercraft, Including motor fuel which

may be used fpr heating and cooking aboard boats and watercraft; and

-1- CSHB 328



13
14
15
16
17
18

19

2

2

23
24
25
26
27
28

29

conjunction with a motor vehicle

9 Sec- 3.

CSHB 32S

(3) the internal

This Act takes effect July 1,

~*9_

combustion engine

1975.

is not used

in or

licensed to be operated on public ways,
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Introduced: 3/2V75
Referred: State Affairs and

Finance
1IN THE HOUSE BY THE FINANCE COMMITTEE
2 HOUSE BILL NO. 320
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 NINTH LEGISLATURE - FIRST SESSION
° A BILL
® For an Act entitled: "An Act repealing the refund provisions of the motor
! fuel oil tax; and providing for an effective date."

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

® * Section 1. AS A3 .*10.030 - 43 .0.0-30 are repealed.

v * Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

n
070(c).
12
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*  COMMITTEE COPY "1~ HD 326
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Introduced: 3/24/75
Referred: State Affairs and

Finance
| N THE HOUSE BY THE FINANCE COMMITTEE
2 HOUSE BILL NO. 32c
. IN THE LEGISLATURE CF THE STATE OF ALASKA
s NINTH LEGISLATURE - FIRST SESSION
: A BILL

6 or an Act entitled: "An Act repealing the refund provisions of the motor
7 fuel oil tax; and providing for an effective date.”
8 E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA

’ * Section 1. AS 43.40.030 - 43.40.080 are repealed.

10 * Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

I 70(c).
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Jrigiun.l sponsor: Finance (".iinmtlUeo Offered: 4/2 1/75
Re forrud: F lrYar.ee

In THE HOUSE BY TH~ STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO. 328
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - FIRST SESSION
ABILL
‘or an Act entitled: "An Act relating to the refund provisions of the motor
fuel oil tax; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
s Section 1. AS 43.40.030(a) is amended to read:

(a) Ex.-s.pt os specified in sec. 10(j) of this chapter, a person
who uses motor fuel to operate an internal combustion engine is entitled
to a refund of six cents a gallon on the first 10,000 gallons of motor
fuel purchased each fiscal year i:

1l ) the tax on the motor fuel has been paid;

- (<) the motor fuells not aviation fuel or motor fuel used
b in an engine to propel a boator watercraft, including motor fuel which
I may be used for heating and cooking aboard boats andwatercraft; and

n (3) the Internal combustion engine is notused inorlin con-

7 junction with a motor vehicle licensed to he operated on public ways.
© % Sec. 2. AS 43.40.030 is amended by adding a new subsection to read:

1 (d) Except as provided in see. 10(j) of this chapter, a person

z who uses motor fuel to operate an internal combustion engine in the

M development, and production of renewable resources in the state is

" entitled to a refund of six cents a gallon on the total amount of fuel
” used if

L (1) the tax on the motor fuel has been paid;

- (2) the motor fuelis not aviation fuel or motor fuel used
;3 in an engine to propel a boator watercraft, including motor fuel which

may be used for heating and cooking aboard boats and watercraft; and
-1- CSHB 328
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conjunction with a motor vehicle licensed to be operated on public ways,

* Sec. 3.

CSHB 328

(3) the internal combustion engine is not used in or in

This Act takes effect July 1, 1975.
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IMSPAKT.1IK.Vr OF SSUVKMIJI5

OFFICE OF JHE COMMISSIONER

The Honorable William Parker b
Chairman

House State Affairs Committee x
Alaska State Legislature

State Capitol

Juneau, Alaska

Re: Housie Bill No. 328
Dear Mr. Parker:

House B ill No. 328, an Act repealing the refund provisions of the motor
fueloil tax, was introduced on March 24, 1975 and was referred to the House
State Affairs and Finance Committees.

At your request for the consideration of the House State Affairs Committee, | am
enclosing a copy of a fiscal note and memorandum from Gary L. Jenkins, Director,
Audit Division, Department of Revenue concerning motor fuel oil tax refunds
which would be eliminated by the provisions of House B ill No. 328.

Mr. Jenkins w ill appear at the meeting of the House State Affairs Committee
on April 2, 1975 at 1:.00 p.m. to answer questions on the material submitted
concerning the subject legislation.

Very truly yours,

R. D. Stevenson
Special Assistant

RDS: eh

cc. Gary L. Jenkins
Director, Audit Division

The Honorable Hugh Malone
Chairman, House Finance Committee
Alaska State Legislature



02-00ID (REV (5-73)

MEMORANDUM State of Alaska
T High Malone DATE April 10, 1975
hairman
House Finance Committee ALE NO
THEPHOE NO
RM - g L Jenlg SUBJECT:
DIrector
Audit Divis:

Department £f Revenue

The followln% IS the In ormat|fon requested bg your Committee regardln

HouTeB| During t |sca year to tate, we hav e|ssue moto

fuel refunds ? ?2 163,148 th|s total. the refunds for ncrn Ag wa

use of motor amounts to $2436.369. Of this latter total b5 Eer

cent or % ?] been re O{1ded to constructuf gontractors Per

cent or 07 40 as een issued to companjes involved In o1l exploratjon
ercent or $247.900 has been refunded to companies |nvo|ve In the

grglng industries. As th t e work o t e g Re Ine continues t? Frea

du ? this year and next e&ar ger e ta%e and amount of refunds to

const uct|on companies. should increase dramatically. For cal en ar years

1975 and 1976 we ant|C|pate total potential non-highway use refunds’ of

$5,000,000

Also, |n<cluded in Sectlo? 43,40.030 is a refund provision for fuel gutchased

h ska and in a foreign countﬂy The Rr me_user of thd rovision

as een the W |te Pass and Yukon Rai oad The refunds issued for the past
based on fore usage of fuel is as follows: FY 1972-73,

ree years lgn
%50 70% FY 1973 74 $28 00% and"F.' 1974-75, §32, 300,

Should Your Committee desire any further information regarding this bill,
please teel free to contact me.

GLI/bjm



02-001B (RV. (B-73)

fijt f
MEMORANDUM State of Alaska
TO  Hugh Malone DATE April 10, 1975
Chai
Hojécemli?nance Committee ALE N2
| THEPHONE N
RM - Gary L. Jenkimisir v SUBJECT.
Director

Audit Divisiftm 7™
Department 1f Revenue

The foIIowin% is the information requested your Committee regarding
House B ill 328. During this fiscal year to date, we have issued motor
fuel refunds of $2,763,148. Of this total, the refunds for non-highway
use of motor fuel amounts to $2,436,369. Of this latter total, 54 per-
cent or $1,481,000 has been refunded to construction contractors; ZE per-
cent or 707,400 has been issued to companies involved in oil exploration
and 9 percent or $247,900 has been refunded to companies involved in the
logging industries. As the work on the pipeline continues to increase

during this year and next year, the percentage and amount of refunds to
construction companies should increase dramatically. For calendar years
1975 and 1976 we anticipate total potential non-highway use refunds of

$5,000,000.

Also, included in Section 43.40.030 is a refund provision for fuel purchased
in Alaska and used in a foreign country. The prime user of this provision
has been the White Pass and Yukon Railroad. The refunds issued for the past
three years, based on foreign usage of fuel is as follows: Fy 1972-73,

$50,700; Py 1973-74, $28,000; and Fy 1974-75, $32,800.

Should your Committee desire any further information regarding this b ill,
please feel free to contact me.

GLJ/bjm



The Legislatur%mo Afhﬁo%éate of Alaska

First Session - Ninth Legislature
RE( UEST
B ill HB 328
T |tle Repeal Refund of I|-oto
Requested by: Jm Rhode

Return Date Requested:
Agency; Budget and Menagement Program

FISCAL DETAIL
Budget Request Unit(s) Affected:
XPENDITURES: housands of dollars)

OBJECT
100  PERSONAL SERVICES
200  TRAVEL

300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
LAND ‘tructures
CLAIMS, ETC

TOTAL

RECHPTS (Thousands of dollars)

GENERAL FUND
FEDERAL FUNDS

PERMANENT/TEMPORARY

[11.  ANALYSIS (See Fiscal Note Preparation Instructions, Section II1I)

Sec attached narrative analysis.

V.  ATTACHVENT,

PREPARED BY
Carl M Gonder, Budget Analyst

islative Finance
Bu get and Management
Prime Sponsor (First Legislator Named)



Projected revenues received due to the abolishment of the six cen* off-
hl_%hway use refund were taken from Table VII in the attached paper dealing
with transportation taxes. The assumptions and methodology used to estimate
these r_ece|Pts are explained in the paper. Total collections over the next
three fiscal years due to abolishment of the refund would amount to $7,767,500.

_interpretation of HB 328 suggie_sts that Ie?islative intent is for the continu-
ation of the four cent nonpropulsive marine fuel exemption. If this were not
the case, the State could realize additional revenues for_the next three fiscal
years of ?283 800, $311,500, and $358,200 respectively. This would total
¥953,500 for these three years,

The majority of the increased revenues would be paid b){ general and specialty
contractors” who operate construction type equipment. 1t7is possible that some
contractors who have a fixed price long-term contract could suffer a smaller
profit from tneir contract due to incréased fuel expenses. There seems little
reason to believe that this legislation would pose any discriminatory advantage
or disadvantage on Alaskan vs. “outside owned contracting firms.

It is also possible that a few Alaskan companies that are engaged In industries
that compete with outside companies for the same market could Suffer declines
In the competitive posture and thus, sales due to increased fuel expenses.
possible example of this situation might be the logging industry.

A macro view of the effects of this legislation is that confractors and indust-
ries currently enjoying the six cent réfund would pass. the increas* d fuel
expenses along to their customers through increased prices.



MEMORANDUM State of Alaska

TO Frederick P. Boetsch DATE
Deput Commrssroner Taxation
Department of Revenue ALE NO
N TELEPHONE NO
from, ndry L>’[Vonk|ns SBIECT:  House Bill 323
Director
Audit Division

Alaska Statuta Section A3.40.030 provides that, with the exception of fuel
oold for usrng snow machines. the person in entitled for a refund of six
cents a gallon If the following conditions are net:

1. n Fax has been eard
2. a not aviation fuel or motor fuel used In engrne
to propel a poat or watercraft Inclyding motor fuel whrch na

used or heatrng nnd %ook aboard boats and watercraft:

. the internal combustion engine 1a not used In or In conjunction
wrth a motor vehicle licensed to be operated on the public highway

system.

Tills section %]oes on, also, to grovrde that the tax nay pe refunded for
raotor fue] which i3 used In a foreign country on which’the duty is paid
whon the fuel i3 sold in Alaska f or non- hrghway use in a foreign country.

House Bill 323 will eIrmrnate all Provrsrons in the motor fuel tar: statute
relating to f|||n any Kind a claim for refund f the Intent ia to
remove he re und or‘an n hr ¥ use, 1t would ngar pertrnent that the
srnecr IC proyisions provr his be removed and not the whole refund-
rocess {sections, ex mple of rob ems that thrs could create would
n the mstance wher a tax ¥er a mpurc ased fuel. at erghh conts a
aI r] and actualy use t e In ? arine agé)lrcatron n“which the tax
|s only four cen‘3 act, the Sectjons re atrn éo refund
were entlroly deleted, there wou be No statutor lan uarrre g Ing for
refun md to a Berson 'who had f?een orrgrna Y im ro\ﬁ ff axed. A further
com Ication would nriso wrth uel, sold in Alaska, which 1a to be Used

"r”'gr i 58 ot Bl o SR ST T il
tﬁg)eeaor}f 6 a Sro IeermapEa Iewou?d ?ffm% they Wou{d not Wantan I(dle)laet% this

a potentral refund.
The refunds issued for the last two years ara as follows;

Fiscal Year 1973 %l 342 225
Fiscal Year 197A  $1.493' 967

For F scal Year 1973-197A the non-highway refunds were $1,016,362 and
$1,144,445, respectively.



Frederick P. Boetsch
April 2, 1975
Page Twe

Year 1975 to date, we have issued refunds In th amount of

or |
? of Whl $1, 8% 174 were or noH highways. a.5
|Y

2,4
ne

Isca
411 Er

pr % ss1oNn t at wo mean vve should have’ total nt|a re unds
Iscal Year .1975 of a minimum of $3,621,179 of whi h 2,139,261 were
[ non-highways.

bvmusly, the majority of the refunds in the increase which we see relate
0 the pipeline operations. It wo uld  be extremely difficult to prog]ect the

total amount of refunds which mag be issu % in the next two years, hut t kmg
into consideration the enormous Sice of the project, It wou a88ear to

well within the possibility that the refunds m é P proach $6,000,000 cr
more a year, of which approximately $5,000,000 were 0r non-highways.

GLI/bjm

cc. R J), Stevenson

Fisc
141

0
r Fisc

O SSo=eeT



The Legislature of the State of Alaska
FISCAL NOTE

First Session - Ninth Legislature

REQUEST
Bill No. MB328

Title: Repeal Refund of Motor Fuel Oil Tax

Requested by: Jm Rhode Date
Return Date Requested:
Agency; Budget and Management Program

FISdCAL DETAIL Uni Aff "
R.u E?(TJERIB‘W@?%ES: m&%usangsﬁ: tgf dollars)

OBJECT
100  PERSONAL SERV'TAS
200  TRAVEL

300  CONTRACTUAL
"00  COMMODITIES

TRUCTURES
700  ORANTS CLAIMS, ETC

TOTAL

B. RECAHPTS (Thousands of dollars)

GENERAL FUND
FEDERAL, FUNDS
OTHER

PERMANENT/TEMPORARY

[Il. ANALYSTS (See Fiscal Note Preparation Instructions, Section IIl)

See att  .ed narrative analysis.

IV. ATTACHMVENTS 2

PREPARED BY
Carl M Gonder, Budget Analyst

Origina| Legislative Finance
cc ; Budget and Management
Prime Sponsor (First Legislator Named)



Projected revenues received due to the abolishment of the six cent off-
hlghway use refund were taken from Table VII in the attached paper dealing
with transportation taxes. The assumptions and methodology used to estimate
these rece|Pts are explained in the Paper. Total collections over the next
three fiscal years due to abolishment cf the refund would amount to $7,767,500.

W_ interpretation of HB 328 sug(ie_sts that Iegislative intent is for the continu-
ation of the four cent nonproPuswe marine fuel exemption. If this were not
the case, the State could realize additional revenues for_the next three fiscal
¥ears 0f ?283 800, $311,500, and $358,200 respectively. This would total

953,500 for these three years.

The majority of the increased revenues would be paid b){ general and specialty
contractors  who operate construction type equipment. 1t~is possible that some
contractors who have a fixed price long-term contract could suffer a smaller
profit from their contract due to incréased fuel expenses. There seems little
reason to believe that this legislation would pose any discriminatory advantage
or disadvantage on Alaskan vs. “outside owned contracting firms.

It is also possible that a few Alaskan companies that are engaged in industries
that compete with outside companies for the same market could Suffer declines

in the competitive posture ana thus, sales due to increased fuel expenses. A
possible example of this situation might be the logging industry.

A macro view of the effects of this legjislation is that contractors and indust-
ries currently enjoying the six cent réfund would pass. the increased fuel
expenses along to their customers through increased prices.



MEMORANDUM State of Alaska

T0; Frederick P. boetach. date.  April 2, 1975
Deputy CoEmisnioner, Taxation
Department of Revenue ALE NO
TELEPHONE NO
Gary L. Jenkins SUBECT.  House Bill 323
Dirgctor
Audit Division

Alaska Statute Section A3.AQ0.030 provides that, with the exception of fuel
sold for using snow machines the person is entitled for a refund of six
cents a gallon if the following conditions are net;

1. n Fax has been eald .
2 uel 13 not aviation fuel or motor fuel used in on engme
ro(g)el a boat or watercraft, mcludmg notor fuel which nay be
use r heatmg and %ookjn aboard hoat and(}/vatercrat
the internd| compustion engine is not used in orin congunctmn
wﬂh a notcrr vehicle licensed to be operated onthe public higtvray
system.

Tills section goe3 on, also, to provide that t..a tax nay be refunded for
notor fue| which #3 used in a foreign country on which’ the duty Is paid
when the fuel is sold in Alaska for” non-highway use in a foreign country.

House Bill 323 will e||m|nate all Prow?mns in tho nPtor fuel tax statute
relatmgz to f|||ng of a claim for refund. the Intent is to
remove he refund” f or a ngn hqhwa}/ U3e it woug Rgear pertment that tg
specitic provisigns providi his be remove not the whole refun
INg. process sections* An exampe C£ problems that th |3 could create vl/euld
be"jn the mstance wherg axBaYer hadmpurchased uel at e|ght] cents a

. gallon and actually used the f arme agé) lication Jn"v;hich the tax

| s only four cents a gallon, ac ct|ons relatmg to refund

i were nt|re|y delated; hheﬁs would be no stﬁxtutor lan uag growdmg for
‘refunding. to a person W, ?een orlglna y Im rovﬁ % rther
comp ca |ontw0ud arlse W|th uel sold n Alask hich 13 tot g use

r|mar| out o ska by a foreignuser. rimeexample |wou
8 theyueloold to the Vyhne Passgand YukonRa|Proa§ Lh)A laska, wou
rr]JPear to me that er aps the d afters of this had not anhmgate

d think they would not want to delete this

\{eo a problem, as | wou
type of a potent|a | refund.

The refunds issued for the last two years are .as follows:

Fiscal Year 1973 %1 342,225
Fiscal Year1974 $1,493.967

For Fi ocal Year 1973-1974 the non-highway refunds were $1,016,862 and
$1,144,445, respectively.



Frederick P. Boetsch
April 2, 1975
Page Two

For F|sca| Year 1975, to date vve have issued re unds in th amount of
$2,414 119, of thﬁh %3 were for ron high wg stralg
[ine progression  Linfc wou moan vve should have total goten lal retunds
for F|sca| Year 1975 of a minimum of $3,621,179 of which $2,739,261 were

for non-highways.

ObV|ous|y, the majority of the refunds in the increase WhICh We see relate
to the rt[)]pe ine og)eratlons It would be extremely difficult to Ero!)ect the
fotal amo funds which mag be |ssu%d in the next two ears, but t kmg
Into conS| eratlon the enormous Site of the project, it wou 8 ear o

well within the possibility that the refunds mlght aPproac $6,000,000 or
more a year, of which approximately $5,000,000 were for non-highways.

GLJ/bjm
cc. R.]). Stevenson

mm ————— iliiinaoi i hi



Introduced: 3/24/75
Referred: State Affairs and
Finance

IN THE HOUSE BY THE FINANCE COMMITTEE
HOUSE BILL NO. 3:2a
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act repealing the refund provisions of the motor
fuel oil tax; and providing for an effective date.”
3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43,*40030 - 43.40.Q80 are repealed.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

H70(c) .

HB 328



BY THE STATE AFFAIRS COMMTTEE
CS FOR HOUSE BILL NO
IN THE LEGISLATURE OF THE STATE OF AA
NINTH LEGISLATURE - FIRST SESSION
A BILL
"An Act relating to the refund provisions of the motor
fuel oil tax; anu providing for an effective date."
3 IT ENacTED BY THE LEGI ATURE OF THE STATE OF ALASKA
ectiou 1. AS amended to read
(a) Exoant as specified in sec. 10(j) of this chapter, a person
who uses motor fuel to operate an internal combustion engine is entitled
to a refund of six cents a gallon on the first 10,000 gallons of motor
fuel pureh-d, ' each fiscal year if
(1) the tax on the motor fuel has been paid

in an engine to propel . boat or watercraft, including motor fuel which
may be used for heating and cooking aboard boats and watercraft; and

(3) the internal combustion engine is not used in or in eon-
Uncklon With a motor vehicle licensed to be operated on public ways
Sec. 2. AS *B3.*)0.030 is amended by adding a new

(d) Except as provided in sec. 10(j) of this chapter, a person

who uses motor fuel to operate an internal combustion engine in the
development and production of renewable resources in the state is
entitled to a refund of six cents a gallon on the total amount of fuel
used if

the motor fuel is not aviation fuel or motor fuel used
in an engine to propel a hoat or watercraft, including motor fuel which
may be used for heating and cooking aboard boats and watercraft; and
-1- CSHB 328
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(3) the internal combustjon engine is not used in or in
conjunction with a motor vehicle licensed to be operated on public ways,
* Sec. 3. This Act takes effect July 1, 1975.

CSKB 328 -2-
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JAY S. HAMMOND, Govermor
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OFFICE OF THE COMMISSIONER POUCH S-IUNEAU 93801

April 2, 1975

The Honorable William Parker Vi
Chairman

House State Affairs Committee

Alaska State Legislature

State Capitol

Juneau, Alaska

Re: House Bill No. 328
Dear Mr. Parker:

House B ill No. 328, an Act repealing the refund provisions of the motor
fuel oil tax, was introduced on March 24, 1975 and wasreferred to the House
State Affairs and Finance Committees.

At your request for the consideration of the House State Affairs Committee, | am
enclosing a copy of a fiscal note and memorandum from Gary L. Jenkins,Director,
Audit Division, Department of Revenue concerningmotor fuel oil tax refunds

which would be eliminated by the provisions of House Bill No. 328.

Mr. Jenkins w ill appear at the meeting of the House State Affairs Committee
on April 2, 1975 at 1.00 p.m. to answer questions on the material submitted
concerning the subject legislation.

Very truly yours,

R. D, Stevenson
Special Assistant

RDS: eh

cc. Gary L. Jenkins
Director, Audit Division

The Honorable Hugh Malone
Chairman, House Finance Committee
Alaska State Legislature



MEMORANDUM State of Alaska

Hugh Malone DATE - April 10, 1975
Irman
House Finance Committee ALE NO
TELEPHONE NO
FROM Gary L, Jenld SURIECT
Director . .
Audit Division’

Department pf Revenue

The following is the. information requested by your Commlttee regardln
Hou?e Bill 328, During this f scal year ﬁo date, we ? Issued. moto
refunds ?f ?2,763,148 f this total, the refun S Tor n? 4g way
amounts to $2,436369. Of this. latter total 5 E
cent or %l 48] 00% Bbeen refunded to constructnf gontractors Per
as _been |ssu% to companles Involved In oIl exploration
9 percent or $247.900 has een re unded to companies |nvo|ve In the
Uqr?mg industries. As the work on the g ﬁe Ine ¢ ntmues t? rcrea
% this year and next ﬁear ger e ta e an amount 0f refunds to
const ugtlon companies should |n reas drama |c% For cal en ar years
1976 we ant|C|pate tota potential non-highway use refunds’ of

000.
Also |ncluded |n Sectlon 43.40.030 is a refund provision for fuel gurchased
h laska and In a foreign count(ly The Rr me_user of thds rovision
as Deen the W |te Pass and Yukon Railroad, The refunds iIssued for he past
thr'.e %ears based on forergn usage of fuel is as follows: FY 1972-73,

$50,700; FY 1973-74, $28,000; and™FY 1974-75, $32,800.

Should Your Committee desire any further information regarding this bill,
please teel free to contact me.



