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C O M M I T T E E  R E P O R T

H O U S E

Mr. Speaker: Date______________

The C o m m i t t e e  on __________________________has had_________^3_________________

under c o n s i d e r a t i o n .  A M a j o r i t y  of the m e m b e r s  of the C o m m i t t e e  

( ) r e c o m m e n d s  it DO PASS

{ ) r e c o m m e n d s  it DO NOT PASS

( ) r e c ommends it DO PASS WITH A T T A C H E D  A M E N D M E N T ( S )

( ) r e c o mmends it BE R E P L A C E D  WITH CS FOR _________________ AND THAT

CS FOR ______________________  DO PASS

( ) "and" r e c o m m e n d s  it BE R E F E R R E D  TO THE _____________________________

COMM ITTEE

( ) reports it back W I T H O U T  R E C O M M E N D A T I O N  

( ) " o t her"

M e m b e r s  signing the M a j o r  ? t y report:

M e m b e r s  NOT c o n c u r r i n g  in the M a j o r i t y report:

___________________________  recomm e n d s :

___________________________  recommends:

___________________________  r ecommends:

___________________________  r ecommends:

r ecommends :

Cha i rma n
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IN THE HOUSE
IN THE L E G I S L A T U R E  OF T H E  S T A T E  Or A L A S K A  

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A Bill

For an Ac t  e n t i t l e d :  "An Ac t  r e l a t i n g  to 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  C a m p u s  S t u d e n t  C e n t e r  

R e v e n u e  Fund."

* S e c t i o n  1. S u b p a r a g r a o h  (a), s e c t i o n  1, Ch. 93, S L A  

1974 is a m e n d e d  to read:

S e c t i o n  l.(a) T h e r e  is a s p e c i a l  fun d  of the u n i v e r­

sit y  to b e  k n o w n  as the " A n c h o r a g e  C a m p u s  S t u d e n t  C e n t e r  

R e v e n u e  F u n d "  w h i c h  shall be c o m p l e t e l y  s e g r e g a t e d  and 

se t  a p a r t  f r o m  all o t h e r  funds o f  the u n i v e r s i t y ,  w h i c h  is 

a t r u s t  fund for the uses and p u r p o s e s  p r o v i d e d  ir. this 

Act, and into w h i c h  shall be p a i d  [25] 35. P er c e n t  of all 

s t u d e n t  fees, or a l e s s e r  per c e n t  of all s t u d e n t  fees 

d e t e r m i n e d  by the boa r d ,  and s p e c i a l  fee a s s e s s m e n t s  as 

d e t e r m i n e d  by the board.

* Sec. 2. This A c t  takes e f f e c t  irram d i a t e l y  in a c c o r d a n c e  

w i t h  th e  p r o v i s i o n s  of AS 0 1 . 1 0 . 0 7 0 ( c ) .



T h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A l a s k a  

l’I S C A L  N O T E  

F i r s t  S e s s i o n  - N i n t h  L e g i s l a t u r e

•' 1 1 1 e : R e l a t i n g  t o  t h e  U  o f  A A r . c h o r a r e  C a m p u s  S t u d e n t  R e v e n u e  Fur.d

R e q u e s t e d  b y : H o u s e  F i n a n c e  C o m m i t t e e  D a t e  : ?./21 / 7 5 ______________
R e t u r n  D a t e  R e q u e s t e d : ____________________________________________________________________

A g e n c y ;  _____________________________  P r o g r a m : _________________________________

F I S C A L  D E T A I L

B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d

A. e x p e n d i t u r e s : ( T h o u s a n d s  o f

1 0 0  P E R S O N A L  S E R V I C E
2 0 0  T R A V E L  __ ____

3 0 0  C O N T R A C T ''! Al.i' “

it 0 0  C O M M O D I T I E S

5 0 0  E Q U I P M E N T _________ _

(TOO L A N D  & S T R U C T L ! n E ,

R e s e r v e  R e o u i r e m e r . t

B. F U N D I N G :  ( T h o u s a r  is o f  d o l l a r s )

F E D E R A L  F U N D S

O T H E R  ( S t u d e n t  f e e s )

P E R M A N E N T / T E M P O R A R Y

A N A L Y S I S  ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )

C u r r e n t  l e g i s l a t i o n  a u t h o r i z e s  t h e  U / A  t o  p l e d g e  u p  t c  25% o f  

s t u d e n t  f e e s  t o  a m o r t i z e  t h e  r e v e n u e  b o n d  i s s u e ,  t h u s  p r o v i d i n g  

s c o v e r a g e  o f  1 2 5 %  i n  t h e  m o s t  c r i t i c a l  y e a r  ( G Y  7 8 ) .  T h e  b o n d s  

h a v e  b e e n  r a t e d  t h e r e f o r e  a t  " B A A " .  U / A  r e c e i v e d  n c  b i d s  o n  

M a r c h  1 8  f o r  t h e s e  b o n d s .  I n c r e a s i n g  t h e  a l l o w a b l e  p e r c e n t a g e  o f  

s t u d e n t  f e e s  a v a i l a b l e  f o r  r e d e m p t i o n  a n d  c o v e r a g e  t o  3 5 %  w i l l  p r o ­

v i d e  c o v e r a g e  o f  1 5 0 %  o f  m a x i m u m  d e b t  s e r v i c e  a n d  w i l l  c a u s e  a r a t e  

c h a n g e  t o  "A " .  U / A ' s  b o n d  c o u n s e l  h a v e  s t a t e d  t h a t  b o n d s  w i t h  t h i s  

r a t i n g  w i l l  b e  r e a d i l y  s o l d  in t i m e  t o  a w a r d  c o n s t r u c t i o n  c o n t r a c t s  

t h i s  y e a r  ( A p r i l  2 * 0 .

DAT!'

L e g ! s l a t i v o  F l r a n c c  

B u d g e t  arid M a n a g e m e n t
P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )



T H I S  D O C U M E N T  
H A S  B E E N  R E P H O T O G R A P E I E D  

T O  A S S U R E  L E G I B I L I T Y



I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N  

A  B i l l

F o r  a n  A c t  e n t i t l e d :  " A n  A c t . r e l a t i n g  t o  t h e  U n i v e r s i t y  o f

A l a s k a  A n c h o r a g e  C a m p u s  S t u d e n t  C e n t e r  

R e v e n u e  F u n d . "

*  S e c t i o n  1 .  S u b p a r a g r a p h  ( a ) ,  s e c t i o n  1 ,  C h .  9 3 ,  S L A  

1 9 7 4  i s  a m e n d e d  t o  r e a d :

S e c t i o n  l . ( a )  T h e r e  i s  a  s p e c i a l  f u n d  o f  t h e  u n i v e r ­

s i t y  t o  b e  k n o w n  a s  t h e  " A n c h c r a g e  C a m p u s  S t u d e n t  C e n t e r  

R e v e n u e  F u n d "  w h i c h  s h a l l  b e  c o m p l e t e l y  s e g r e g a t e d  a n d  

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

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

A c t ,  a n d  i n t o  w h i c h  s h a l l  b e  p a i d  [ 2 5 ]  .3 5  p e r  c e n t  o f  a l l  

s t u d e n t  f e e s ,  o r  a  l e s s e r  p e r  c e n t  o f  a l l  s t u d e n t  f e e s  

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

d e t e r m i n e d  b y  t h e  b o a r d .

*  S e c .  2 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  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  o f  7 > S  0 1 . 1 0 . 0 7 0  ( c ) .

I N  THE HOUSE



I. REQUEST
B i l l  Nfl. M O U S E  B I L L  N o. 32 R__________________________________________________________

T i t l e : R e l a t i n g  t o  t h e  U o f  A  A n c h o r a g e  C a m p u s  S t u d e n t  R e v e n u e  F u n d .

R e q u e s t e d  b y :  H o u s e  F i n a n c e  C o m m i t t e e  D a t e : 3 / 2 1 / 7 5 ---------------
R e t u r n  D a t e  R e q u e s t e d : ______________________________________________ ______________________

A g e n c y ;______________________  Program:_______________________________

' ' The L e g i s l a t u r e  of the S t a t e  o f  A l a s k a
* F I S C A L  N O T E

First S e s s i o n  - Ninth L e g i s l a t u r e

II. F I S C A L  D E T A I L
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d :  U n i v e r s i t y  o f  A l a s k a

A. EXPENDITURES: ( T h o u s a n d s  o f  d o l l a r s )

O B J E C T F Y  7 5 F Y  7 6 F Y  77 F Y  78 F Y  7 9 F Y  80
1 0 0 P E R S O N A L  S E R V I C E S 1

2 0 0 T R A V E L

3 0 0 C O N T R A C T U A L
4 0 0 C O M M O D I T I E S

5 0 0 E Q U I P M E N T

c o o L A N D  & S T R U C T U R E S
r

7 0 0 G R A N T S ,  C L A I M S ,  E T C .

R e s e r v e  R e q u i r e m e n t 9 5 . 0

T O T A L

B. FUNDING: ( T h o u s a n d s  o f  d o l l a r s )

G E N E R A L  F U N D

F E D E R A L  F U N D S

O T H E R  ( S t u d e n t  f e e s ) 9 9 . 0

C. POS IT IONS :

P E R M A N E N T / T E M P O R A R Y /  _ / / j L  . . . - L  r
M A N  M O N T H S  ( P ./ T . ) . / / .../. / / T

III. ANALYSIS (See F i s c a l  N o t e  Preparation Instructions, Section I I I )

C u r r e n t  l e g i s l a t i o n  a u t h o r i z e s  t h e  U / A  t o  p l e d g e  u p  t o  2 5 %  o f  

s t u d e n t  f e e s  t o  a m o r t i z e  t h e  r e v e n u e  b o n d  i s s u e ,  t h u s  p r o v i d i n g  

a c o v e r a g e  o f  1 2 5 %  i n  t h e  m o s t  c r i t i c a l  y e a r  ( G Y  7 3 ) -  T h e  b o n d s  

h a v e  b e e n  r a t e d  t h e r e f o r e  a t  " B A A " .  U / A  r e c e i v e d  n o  b i d s  o n  

M a r c h  1 8  f o r  t h e s e  b o n d s .  I n c r e a s i n g  t h e  a l l o w a b l e  p e r c e n t a g e  o f  

s t u d e n t  f e e s  a v a i l a b l e  f o r  r e d e m p t i o n  a n d  c o v e r a g e  t o  3 5 %  w i l l  p r o ­

v i d e  c o v e r a g e  o f  1 5 C %  o f  m a x i m u m  d e b t  s e r v i c e  a n d  w i l l  c a u s e  a r a t e  

c h a n g e  t o  "A" .  U / A ’s b o n d  c o u n s e l  h a v e  s t a t e d  t h a t  b o n d s  w i t h  t h i s  

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

T V  t h i s  y e a r  ( A p r i l  2 4 ) .

V. D A T E

O r i g i n a l :

c c  :

' Z - / 2 ^ e p a r e d  b y

Legislative F i n a n c e
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  ( F i r s t  L e g i s l a t o r  N a m e d )



v U n i v e r s i t y  o f  A l a s k a  S t u d e n t  U n i o n  R e v e n u e  B o n d s .

Existing Legislation 
(provides 25$ of student fees)

Projested Revenue

FY 76 
FY 77 
FY 76*

FY 79

$ 4 9 0 . 0

$ 5 6 2 . 0

$659.8

$770.1

Expenditure

$480.0 - interim finance 
$480.0 - interim finance 
$580.0 - interim finance and 

reserve ($100,000) 
$580.0 - interim finance and 

reserve ($100,000)

*Coverage shortfall - $9^,200 for FY 7 8  only {? 125$ of debt 
service.

Proposed Legislation 
(Provides 35$ of student fees)

Projected Revenue Expenditure

as above
It 

It 

tt

*Coverage adequate @ 150$ of debt service.

FY 76 $686.0 $480.0
FY 77 $787.8 $480.0
FY 78* $933.7 $580.0
FY 79 $1078.7 $580.0

NOTE: The coverage is 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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' A n  A c t  s s t a t ' l i s h i n E  t h e  A l a s k a  r - l n e r s 3  l e a s o  b o n n e  p e r m a n e n t  f u n
a n d .  r r o v i r ' l r a *  f o r  a n  e f f e c t i v e  2a t e . "

C O M M  I T T E E  R E P O R T

1/7'- H O U S E

M r. S p e a k e r : D a t e 7
/-/ /

The  Comm i t t e e  on F I M A N C L has  had

u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  membe r s  o f  t h e  C o mm i t t e e  
( ) r e c omme nd s  i t  DO PASS 

( ) r e c o mmend s  i t  DO NOT PASS

( ) r e c o mme nd s  i t  DO PASS WITH ATTACHED AMENDMENT( S )

( ) r e c ommend s  i t  BE REPLACED WITH CS FOR • / / ‘-j -■(/ AND THAT

CS FOR DO PASS

( ) " a n d "  r e c ommend s  i t  BE REFERRED TO THE 
COMM I TTEE

( ) r e p o r t s  i t  b a c k  WI THOUT RECOMMENDATION 

( ) " o t h e r "

Membe r s  s i g n i n g  t h e  M a j o r i t y  r e p o r t :

Membe r s  NOT c o n c u r r i n g  i n t h e  Maj  o r i t y  r e p o r t :

______________________________  r e c o mme n d s :

________________________   r e c o mme n d s :

______________________________  r e c o m m e n d s :

______________________________  r e c o mme n d s :

r ec omme nd s : ! /

■r J L
Cha i rman

7 f



Introduced: 3/21/75
Referred: Finance

Ii; TliZ HOUSE

HOUSE D ILL NO. 3 2 ’'
IN  THE LEGISLATURE OF THE STATE OP ALASKA 

NINTH LEGISLATURE -  F IRST SESSION 
A D ILL

F o r  an Act e n t i t l e d :  "An Act e s t a b l i s h i n g  th e  A la s k a  m in e r a l  . le a se  bonus
permanent fu n d ; and p r o v id i n g  f o r  an e f f e c t i v e  d a t e . "

BE IT  ENACTED BY THE LEGISLATURE OP THE STATE OF ALASKA:
8 S e c t i o n  1 .  AS 3 7 . 1 1  i s  amended by add ing  new s e c t i o n s  t o  r e a d :

CliAPTER 11. PERMANENT [RENEWABLE RESOURCES] FUNDS.
ARTICLE 2 .  ALASKA MINERAL LEASE BONUS PERMANENT FUND.

S e e .  3 7 . 1 1 . 1 0 0 .  PURPOSE. The l e g i s l a t u r e  f i n d s  and d e c la r e s  t h a t
i

i t  i s  e s s e n t i a l  t o  p r e s e r v e  the  revenue  d e r i v e d  f r om  m in e r a l  l e a s e  bonus 
s a l e s ,  a n on -renew ab le  r e s o u r c e ,  f o r  f u t u r e  g e n e r a t i o n s  o f  A la s k a n s ,  and , 
f u r t h e r ,  t h a t  t h i s  p u rpo se  b e s t  can be s e rv e d  by p r e s e r v i n g  t h i s  Income 
i n  a permanent fund t o  be used f o r  in ve s tm en t  c a p i t a l  by A la sk a  r e s i ­
d e n ts .

S e c . 3 7 - 1 1 . 1 1 0 .  ALASKA MINERAL LEASE BONUS PERMANENT FUND. The re  
I s  e s t a b l i s h e d  as a s e p a ra t e  fund the  A la s k a  m in e r a l  l e a s e  bonus p e rm an - j  
e n t  fu n d .  R e c e ip t s  d e s ig n a te d  under s e c .  1 2 0  o f  t h i s  c h a p te r  f o r  d e p o s i t
i n  th e  permanent fund  a r e  t o  be h e ld  p e r p e t u a l l y  i n  t r u s t  f o r  th e  b e n e f i t  
o f  b o th  p r e s e n t  and f u t u r e  g e n e r a t i o n s  o f  A la s k a n 3 .

S e c .  3 7 - 1 1 . 1 2 0 .  FUND PRINCIPAL. N i n e t y - f i v e  p e r  cen t o f  th e
r e c e i p t s  p a id  the  s t a t e  from  m in e r a l  l e a s e  bonuses  s h a l l  be d e p o s i t e d  I n
t h e  permanent fu nd . These d e p o s i t s  s h a l l  be c o n s id e re d  fund  p r i n c i p a l  
and s h a l l  be In v e s t e d  i n  p e r p e t u i t y  i n  a c c o rd an c e  w i th  AS 3 7 - 1 0 . 0 7 0  
( in v e s tm en t  o f  s u r p lu s  s t a t e  f u n d s ) .  However, th e  typ e s  o f  in v e s tm en ts
t h a t  may be made a r e  l im i t e d  t o :

( 1 )  o b l i g a t i o n s  o f ,  o r  o b l i g a t i o n s  in s u r e d  o r  g u a ra n te ed  by
-1 - JID 32*1



I
I
■

v h e  U n i t e d  S t a t e s  o r  a g e n c i e s  o r  I n s t r u m e n t a l i t i e s  o f  t h e  U n i t e d  S t a t e s ;

( 2 )  o b l i g a t i o n s  s e c u r e d  b y  r e s e r v e s  p a i d  I n  b y  t h e  U n i t e d  

S t a t e s  o r  a g e n c i e s  o r  I n s t r u m e n t a l i t i e s  o f  t h e  U n i t e d  S t a t e s  o r  o b l i g a ­

t i o n s  o f  c o r p o r a t i o n s  I n  w h i c h  t h e  U n i t e d  S t a t e s  i s  a  s h a r e h o l d e r  o r  

m e m b e r ;

( 3 )  n o t e s  I s s u e d  b y  F a r m e r ’ s  H o m e  A d m i n i s t r a t i o n ;

( * t )  b a n k  c e r t i f i c a t e s  o f  d e p o s i t  w h i c h  a r e  s e c u r e d  a s  t o  t h e  

p a y m e n t  o f  p r i n c i p a l  a n d  i n t e r e s t  i n  a c c o r d a n c e  w i t h  A l a s k a  l a w ;  o r

( 5 )  s t a t e  l o a n  p r o g r a m s  t h a t  a r e  d e s i g n e d  b y  l a w  a s  e l i g i b l e  

f o r  p e r m a n e n t  f u n d  I n v e s t m e n t .

S e c .  3 7 . 1 1 . 1 3 0 .  U S E  O F  F U N D  I N C O M E ,  ( a )  I n c o m e  r e c e i v e d  f r o m  

i n v e s t m e n t  f u n d  p r i n c i p a l  m a y  b e :

( 1 )  r e i n v e s t e d  i n  i n v e s t m e n t s  a u t h o r i s e d  u n d e r  s e c .  1 2 0  o f  

t h i s  c h a p t e r ;

( 2 )  a p p r o p r i a t e d  f o r  t h e  a d m l n i s t r a t ' . o n  o f  t h e  f u n d ;  o r

( 3 )  a p p r o p r i a t e d  t o  p r o v i d e  f u n d i .  ▼ f o r  o p e r a t i n g  o r  c a p i t a l  

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

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

( A )  I n d i v i d u a l s  w h o  h a v e  b e e n  r e s i d e n t s  o f  t h e  s t a t e  f o r  

a t  l e a s t  f i v e  y e a r s ;

( D )  c o r p o r a t i o n s  f o r  w h i c h  A l a s k a  i s  t h e  p r i n c i p a l  p l a c e  

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

a t  l e a s t  t h r e e  y e a r s ;  o r

( C )  p u b l i c  c o r p o r a t i o n s  o r  p o l i t i c a l  s u b d i v i s i o n s  o f  t h e

s t a t e .

( b )  P l a n s  f o r  e x p e n d i t u r e s  o f  f u n d  i n c o m e  u n d e r  ( a )  o f  t h i s  s e c t i o n  

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

a n d  s h a l l  b e  s u b m i t t e d  b y  t h e  g o v e r n o r  i n  a c c o r d a n c e  w i t h  t h e  E x e c u t i v e  

B u d g e t  A c t  ( A S  3 7 - 0 7 )  a s  p a r t  o f  h i s  a n n u a l  b u d g e t  p r e s e n t a t i o n  t o  t h e

,*/s~• .3.-"/ L u / v W i i 1 1 i_L" L U r  i



l e g i s l a t u r e .
Sec. 3 7 . H . l /i0. P R O T E C T I O N  O P  P R I N C I P A L .  A n  i n v e s t m e n t  transaction.

I
i n v o l v i n g  fun d p r i n c i p a l  v/hlch r e s u l t s  in an a c t u a l  d o l l a r  los s  o f  p r i n­

c i p a l  s h a l l  be r e i m b u r s e d  in f ull f r o m  f u n d  i n c o m e  b e f o r e  a d d i t i o n a l  

i n c o m e  is e xpended.

5 Sec. 2. T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  0 1 . 1 0 . -  

070(c).
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Sterling Gallagher 
Commissioner 
Department of Revenue

Lawrence C. Rppenbach j[  
Deputy Commissioner 
Department of Revenue

' P

March 27, 1975

Treasury Comments on 
InT im m nd SB 297

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

IIB 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 957, of mineral lease bonus into a permanent fund would cause 
a total of 102" to be dedicated (57, Renewable Resource, 27, 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.



TIic m o s t  critical aspect of a 95" b o n u s  s h a r i n g  is the previously m e n t i o n e d  

impact on p l a n n i n g  the state's financial r e s p o n s e  to o u r  t e m p o r a r y  c r u n c h .

A  smaller percentage, or a s t a g g e r e d  increasing p e r c e n t a g e  o v e r  time, or 

a d e l ayed effective date w o u l d  all i m p r o v e  the c h a n c e s  for a b o n u s  sale this 

y e a r  to help the State me e t  its p e n d i n g  financial obligations.

Investment

A  long ter m  f u n d  s h o u l d  h a v e  b r o a d  i n v e s t m e n t  authority exercised at the

discretion of professional in v e s t m e n t  m a n a g e r s  hel d  responsible for their

actions u n d e r  a p r u d e n t  m a n  rule. S u c h  in v e s t m e n t  authority w o u l d  allow 

►

the f u n d  to take m a x i m u m  a d v a n t a g e  of imperfect m a r k e t s  ( m a d e  so b e c a u s e  

of constraints p laced o n  other f u n d s )  to achieve a hig h  return.

Ideally a p e r m a n e n t  f u n d  h a s  its portfolio b a l a n c e d  b e t w e e n  instruments 

achieving a hig h  " e c o n o m i c "  total return; s u c h  as certain A l a s k a n  invest­

ments, a n d  those achieving a h i g h  c a s h  return to p r o v i d e  a h e d g e  against 

inflation.

A S  37.10.070 p r o v i d e s  a c o m p r e h e n s i v e  list of desirable investment instru­

m e n t s  including a full r a n g e  of short a n d  long ter m  fixed i n c o m e  investments, 

A l a s k a n  residential a n d  c o m m e r c i a l  m o r t g a g e s  a n d  c o m m o n  stock. T h e  

T r e a s u r y  division r e c o m m e n d s  that this list b e  a d o pted intact. S h o u l d  there 

b e  an absolute n e e d  to eliminate a particular form of investment, s u c h  as 

c o m m o n  stock, then it s h o u l d  b o  specifically deleted. T h e  a p p r o a c h  taken 

b y  111! 324 impor.es u n n e c e s s a r y  a n d  u ndesirable limitations o n  the r a n g e  

of legal i n v e s t m e n t s .
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Use of Fund Income

T h e r e  is s o m e  c o n c e r n  e x p r e s s e d  in T r e a s u r y  as lo the legality of (a) (3) 

r e g a r d i n g  the limitations on appropriations of f u n d  i n c ome. T h e  a p p r o a c h  

taken in S B  297 (otherwise identical) of deleting this portion obviously r e m o v e s  

this issue. H o w e v e r ,  w e  are not attorneys a n d  s u g gest a r e v i e w  of this 

provision b y  the D e p a r t m e n t  of L a w  .

Additional Points

T h e  p r o c e e d s  of ca s h  b o n u s  bids a d d  to the state's total stock of wealth.

It w o u l d  b e  desirable to continue to h a v e  claim to this total wealth to s e c u r e  

State G O  b o n d s .  Rating agencies h a v e  e x p r e s s e d  c o n c e r n  that a n y  division 

of o u r  r e s o u r c e  d e v e l o p m e n t  p r o c e e d s  m a y  injure o u r  ability to s e c u r e  debt.

O f  course, a n y  legislature could appropriate these funds to m e e t  the debt 

service r e q u i r e m e n t s  of state b o n d s .  H o w e v e r ,  a b o n d  b u y e r  w o u l d  b e  m o r e  

u s s u r  ;d a n d  h e n c e  require less interest if s u c h  a p l e d g e  w a s  m a d e  specifically.

Cost of Administration

T h e  T r e a s u r y  Division docs not anticipate a n y  cost of administration re­

quiring a fiscal note at this time with acceptance of T r e a s u r y ' s  p r o p o s e d  

197G b u d get. F uture e x p e n s e s ,  not e x p e c t e d  to b e  large, w o u l d  b e  displayed 

in future a n n u a l  budgets.



I a p p r e c i a t e  d e e p l y  y o u r  c o u r t e s y  in a l l o w i n g  m e  to su b m i t  my 

v i e w s  c o n c e r n i n g  H o u s e  Bill 324. I a m  p r e c l u d e d  fro m  r e t u r n i n g  

to J u n e a u  this e v e n i n g  b e c a u s e  o f  a c o n f e r e n c e  i.i A n c h o r a g e  and 

a p u b l i c  h e a r i n g  o f  th e A n c h o r a g e  G i a r t e r  C o m m i ss i o n ,  o f  w hich 

I a m  a membe: .

Mr. Cha i r m a n,  I a m  c o n f i d e n t  t h a t  A l a s k a n s  w e l c o m e  y o u r  leader s h i p  

in s e e k i n g  to p r o v i d e  a p p r o a c h e s  f o r  S tate b u d g e t i n g  that are 

m o r e  r a t i on a l ,  an d  b e t t e r  plann e d ,  t h a n  a p p r o a c h e s  f o l l o w e d  in 

t h e  past. L e a d e r s h i p  in t h a t  d i r e c t i o n  is long o v e rdue. Too 

o ften, t h e  a p p r o p r i a t i o n  p r o c e s s  has b e e n  v i e w e d  as an a r e a  in 

w h i c h  s p e c i a l  i n t e r e s t s  c o n t e n d  for a d v a n t a g e — "Log r o l l i n g "  

t hat has t e n d e d  to swell S t a t e  o p e r a t i n g  budgets.

At the s a m e  time, t h e  L e g i s l a t u r e ' s  u s e  o f  bonus m o n e y s  r e c e i v e d  

in 1969 h a s  b e e n  g e n e r a l l y  wise. It has almost al w a y s  bee n  

humane. As on e  Alaskan, I w o u l d  p r e f e r  that m y  r e p r e s e n t a t i v e s  

e r r - - i f  e r r  t h e y  m u s t - - o n  the s i d e  o f  effor t s  to i m p r o v e  the 

q u a l i t y  o f  life in Alaska, r a t h e r  t h a n  to er r  on the sid e  o f  

i n d i f f e r e n c e  to h u m a n  need. T h e  L e g i s l a t u r e  can take p r i d e  in 

th e  s t r i d e s  w e  h a v e  m a d e  in c o m m u n i c a t i o ns ,  so c ia l  services, 

e d u c a t i o n ,  an d  o t h e r  fields w h i c h  hav e  b e n e f i t e d  fro m  t h e  use 

o f  the 1969 b o n u s  money.

H o u s e  Bill 3 2 4 's a s s u m p t i o n s  a b o u t  S t a t e  e x p e n d i t u r e s  are so 

i m p o r t a n t  to A l a s k a ' s  f u t u r e  t h a t  I r e s p e c t f u l l y  s u g g e st  that the 

m e a s u r e  n e e d s  f u l l - s c a l e  p u b l i c  i n v o l v e m e n t  b e f o r e  the L e g i s l a t”! 

F o r  if- - as  the A d m i n i s t r a t i o n  u r g e s - - A l a s k a n s  are to be e n g a g e d  

d i r e c t l y  in the k i n d  o f  b a s i c  d e c i s i o n - m a k i n g  th a t  h e l ps  plo t  

our c o u r s e  for fut u r e  g e n e r a t i o n s ,  then t h e s e  a s s u m p t i o n s  n e e d

M r .  C h a i r m a n :



th a t  i n v o l v e m e n t,  an d  if--as the A d m i n i s t r a t i o n  w i s h e s - - w e  ar^ 

to as s e s s e v e n - h a n d e d l y  all a l t e r n a t i v e  r e v e n u e  and 

e x p e n d i t u r e  p o l i c i e s ,  th e  H o u s e  Bill 324 sh o u l d  not be 

v i e w e d  in the abstract, in a vacuum, o r  as a d i s e m b o d i e d  

p r o p o s i t i o n ,  bu t  s h o u l d  r a t h e r  be c o n s i d e r e d  fo r it.- effects 

o n  o t h e r  o p t i o n s  o f  r e v e n u e - r a i s i n g  and e x p e n d i t u re .

A n d  finally, i f - - a s  the A d m i n i s t r a t i o n  says w e  m u s t - - w e  

are to w e i g h  S t a t e  acti o n s c a r e f u l l y  for t h e i r  e f f e c t s  on 

S t a t e  g r o w t h  rates, t h e n  H o u s e  Bill 324 s h o u l d  be s t u d i e d  

in t hat light.

As I u n d e r s t a n d  it, a b a s i c  c o n c e p t  o f  H o u s e  Bill 324 

is that n o n - r e n e w a b l e  r e s o u r c e  r e c e i p t s  s h o u l d  no t  b e  e m p l o y e d  

t o  mee t  o n g o i n g  e x p e n s e s  o f  S t a t e  g o v e r nm e n t .  S p e a k i n g  as a 

f o r m e r  l e g i s la t o r ,  an d  as a citizen, I m u s t  be frank in 

a d m i t t i n g  m y  d o u b t s  a b ou t  t h a t  concept, e v e n  t h o u g h  m y  v i e w  

m a y  n o t  s q u a r e  w i t h  th e  c o m m o n  w i s d o m  o f  the time. But o f  

this I a m  sure: c o n c e p t u a l l y,  r o y a l t y  in c o me  a n d  p r o d u c t i o n  

t axes are jus t  as m u c h  r e c e i p t s  f r o m  n o n - r e n e w a b l e  r e s o u r c e s  

as are b o n u s e s .  It is u n c l e a r  w h y  one type o f  p e t r o l e u m  

r e v e n u e  is to b e  b a r r e d  fr o m  u s e  in the o p e r a t i n g  budget, 

w h i l e  o t h e r  t y pe s  w o u l d  not b e  barred. P e r h a p s  it is r e c o g n i z e d  

t ha t  s ome us e  o f  n o n - r e n e w a b l e  r e s o u r c e  r e v e n u e  has t o  be 

i n c l u d e d  in t h e  o p e r a t i n g  b u d g e t  as a p r a c t i c a l  matter. Pe r h a p s  

it is a r g u e d  t h a t  t h e  S t a t e c o n s t i t u t i o n  p r o h i b i t s  a d e d i c a t i o n  

o f  r o y a l t y  i n c o m e  a n d  s e v e r a n c e  taxes, b u t  al l o w s a d e d i c a t i o n  

o f  b o n u s  r e c e i p ts .  But i f  legal a r g u m e n t s  arc the  r e a s o n  for 

the d i s t i n c t i o n  i mp l i c i t  in H o u s e  Bill 324, t h e n  I s u g g e st  that



at least r o y a l t y  income an d  b o n u s  bid s  are on the same c o n s t i t u t i o n a l  

footing.

Mr. C n a irman, m e m b e r s  o f  y o u r  c o m m i t t e e  h a v e  also s h o w n  

l e a d e r s h i p  in a t t e m p t i n g  t( get b e t t e r  i n f o r m a t i o n  f o r  the 

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

o f  the efforts m a d e  b y  R e p r e s e n t a t i v e  Cowper, for example, to 

i n c r e a s e  the f l o w  o f  k n o w l e d g e  a b o u t  p i p e l i n e  costs to the 

Commi t t e e .  Fe w  w o u l d  a r g u e  that t hese e f fo r t s  are in a p p ro p r i a t e ;  

mos t A l a s k a n s  w o u l d  agree th a t  t h e y  e m a n a t e  from a h i g h  sense 

o f  p u b l i c  r e s p o n s i b i l i t y .

In t hat light, t h e  c o n s i d e r a t i o n  o f  H o u s e  Bill 324, at 

this time, is st r i k i ng .  All o f  us k n o w  that some e s t i m a t e s  hav e  

b e e n  m a d e  o f  som e  m a t t e r s  tha t  t h e s e  e s t i m a t e s  m a y  not  be p r o v e d

a ccurate. Indeed, it has b e e n  t h e  v e r y  u n c e r t a i n t y  a bout some

i s s u e s - - t h e  cost o f  th e  pi pe l i n e ,  the a m o u n t  o f  b o n u s e s  to b e  

r e c e i v e d  f rom a B e a u f o r t  s a l e - - t h a t  lias led to the i n t r o d u c t i o n  

o f  m e a s u r e s  to t a x  oil and gas in place. T h e s e  u n c e r t a i n t i e s

s h o u l d  be c a u t i o n s  a g a i n s t  the p a s s a g e  at this s e s si o n  o f  a bill

t hat tr ea t s  the u n k n o w n  as known. H o u s e  Bill 324 a s s u m e s  t h a t  the 

b e s t  use o f  95 p e r  cent o f  inc o m e  f ro m  b o n u s e s  is in r e v e n u e  

s h a r i n g  and in p a r t i c u l a r ,  but u n s p e c i f i e d ,  "loan or g rant p r o g r am s . ,  

d e s i g n e d  to as s i s t  i n d i v i d u a l s  a n d  c o r p o r a t i o n s " .  Social p r o g r a m s —  

in educa t io n ,  in i m p r o v e m e n t  o f  s tate i n s t i t u t i o n s  for c o r r e c ti o n s ,  

h e a l t h  cai-e, the elderly, e t c . - - t a k e  a b a c k  seat. A l t h o u g h  a p r e m i s e  

o f  the bill is th e  d e s i r e  to a v oi d  a s w e l l i n g  S tate b u r e a u c r a c y ,  th e  

m e a s u r e  m a y  i n c re a s e  the sire o f  b u r e a u c r a c i e s  at local g o v e r n m e n t  

levels b y  c o m p e l l i n g  a m o v e m e n t  o f  p r o g r a m s  f rom one level o f



g o v e r n m e n t - - t h e  S t a t e - - t o  local g o v e r n m e n t s  b e c a u s e  o f  the 

p r o h i b i t i o n  a g a i n s t  u s i n g  b on u s  r e c e i p t s  d i r e c t l y  b y  the State 

e x c e p t  fo r  l i m i t e d  p u r p o s e s .  I d o u b t  t h a t  s u c h  an a r t i f i c i a l l y  

i n d u c e d  m o v e m e n t  o f  p r o g r a m s  w i l l  p r o v e  t o  be cos t  e f f e c t i v e  o r  in 

the p u b l i c  in t er e s t .  I b e l i e v e  s u c h  a m o v e m e n t  o f  p r o g r e s s  w o u l d  

b e  e s p e c i a l l y  d e t r i m e n t a l  to the i n t e r e s t s  o f  r e s i d e n c e  o f  the 

u n o r g a n i z e d  b o r o ug h .

If S ta t e  f u n c t i o n s  s h o u l d  b e  d e l e g a t e d  to local gov e r n m e n ts ,  

v h e n  t h a t  is a p r o c e s s  t hat s h o u l d  b e  c o n s i d e r e d  o n  its own 

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

r e s t r i c t i n g  the S t a t e ' s  us e  o f  its own r e venues.

H o u s e  Bill 324 as s u m e s  t h a t  " p r e s s u r e "  f r o m  A l a s k a  c i t i z e n s  

f o r  e x p e n d i t u r e s  a r e e s s e n t i a l l y  wrong, a n d  t hat the p e o p l e ' s  

r e p r e s e n t a t i v e s  n e e d  g r e a t e r  i n s u l a t i o n  f ro m  t h e s e  p r e s s u r e s - -  

t o  p r o t e c t  the p u b l i c  f r o m  itself. I b e l i e v e  this a s s u m p t i o n  

n e e d s  p u b l i c  i n v o l v e m e n t  and scrutiny.

T h e  S t a t e ' s  i n v e s t m e n t  in h u m a n  p r o g r a m s - - r e t a r d e d  children, 

ai d  for d e p e n d e n t  children, e s t a b l i s h m e n t  o f  p r e - s c h o o l  c hild 

c a r e  centers, t r e a t m e n t  for a l c o h o l i c s  a n d  a d d i c t s - - m a y  b e  far 

m o r e  a p p r o p r i a t e  u s e  ct the b o n u s  m o n e y s  t h a n  loans to A l a s k a ' s  

b u s i n e s s m e n .  P e r h a p s  I a m  wrong. P e r h a p s  the " tr i c k l e  d o w n "  

t h e o r y  c a n  be v i n d i c a t e d .  But the e s s e n t i a l  p o i n t  is t ha t  on 

M a r c h  26, 1975, w e  as A l a s k a n s  n e e d  to a d dr e s s  that  p r o p o s i t i o n  

dir ec t l y ,  n o t  o b l i q u e l y ,  and w i t h  p u b l v c  i n v o l v e m e n t .  H o w  m u c h  

r e v e n u e  w i l l  the S t a t e  s t a n d to c o l le c t  f r o m  p r o s p e c t i v e  sales 

o f  l e a s e a b l e  t r a c t s ?  H o w  m u c h  m o n e y  from t h e s e  sales, or the 

i n c o m e  f r o m  them, ca n  be a b s o r b e d  e f f e c t i v e l y  int o the A l a s k a



e c o n o m y ?  To w h a t  e xt e n t  w o u l d  b e n e f i c i a r i e s  f r o m  the loans and 

g r a n t s  be u s i n g  p u b l i c  m o n e y  fo r p u r p o s e s  that p r i v a t e  m o n e y  is-- 

or w il l  b e c o m e - - a v a i l a b l e  to fund? W h a t  w ill s u c h  e x p e n d i t u r e s  

do to the S t a t e ' s  r a t e  o f  g r o w t h ?  If the g r o w t h  rat e  is stimulated, 

w h a t  w i l l  h a p p e n  t h e n  to the S t a t e ' s  budget, a n d  h o w  will grow th -  

i n d u c e d  p r e s s u r e s  o n  t h e  b u d g e t  be m e t ?

B e c a u s e  o f  thi s  C o m m i t t e e ' s  c o m m i t m e n t  to s o u nd  b u d g e t a r y  

p l a n n in g ,  and t h e  a c q u i s i t i o n  o f  h e l p f u l  i n f o r m a t i o n  in the 

p l a n n i n g  p r o c e s s ,  I w o u l d  h o p e  that som e m o d e l i ng ,  b a s e d  u p o n  

a l t e r n a t i v e  a s s u m p t i o n s ,  c o u l d  b e  s t u d i e d  b e f o r e  a c t i o n  on H o u s e  

Bill 324.

Mr. Ch a i r m a n , in m y  s e r v i c e  as a legislator, I o p p o s e d  

th e  c r e a t i o n  o f  s o - c a l l e d  p e r m a n e n t  funds. M y  b i a s - - i f  t hat 

is w h a t  it i s - - s h o u l d  b e  w e l l  known, an d  i f  it is not, I w a n t  

to b e  sure tha t  th e  C o m m i t t e e  u n d e r s t a n d s  that m y  p o i n t  o f  v i e w  

h as b e e n  o f  l ong stands .,,. I s i m p l y  d o n ' t b e l i e v e  t h a t  an y  

l e g i s l a t u r e  is n e c e s s a r i l y  w i s e r  that its s uccessors, an d  I 

d o n ' t  b e l i e v e  tha t  b u s i n e s s  loans to i n d i v i d u a l s  an d  c o r p o r a t i o n s  

are m o r e  w o r t h y  u s e  o f  p u b l i c  funds t h a n  e d u c a t i o na l ,  healt h ,  a n d  

s o c i a l  ser v i c e s ,  a n d  o t h e r  p r o g r a m s  t h a t  b e n e f i t  d i r e c t l y  th o s e  

w h o  m u s t  r e l y  m o s t  o n  g o v e r n m e n t  for "an equal s t a r t  in t h e  r ace 

o f  life".

But p h i l o s o p h y  aside, H o u s e  Bill 324 p r e s e n t s  a n o t h e r  que st i o n .

If it be in the p u b l i c  i n t e r e s t  to c r e a t e  a p e r m a n e n t  fund, then 

c o n s i d e r a t i o n  s h o u l d  be g i v e n  to the c r e a t i o n  o f  the fund t h r o u g h  the 

c o n s t i t u t i o n a l  a m e n d m e n t  pr o c e s s .  T h e  a m e n d m e n t  p r o c e s s  h a s  in its 

f avor the d i r e c t  i n v o l v e m e n t  o f  A l a s k a n s  in a m a t t e r  o f



f u n d a m e n t a l  i m p o r t a n c e ,  and true  pe r ma n e n c y .  O t h e r  p o s s i b i l i t i e s  

e x i s t  and s h o u l d  be e x plored: fo r  example, p e r h a p s  legislation, or 

c o n s t i t u t i o n a l  a m e n d m en t ,  s h o u l d  limit the am o u n t  b y  w h i c h  one y e ar ' s  

b u d g e t  m a y  e x c e e d  th e  b u d g e t  for the p r i o r  year, l e a v i n g  the 

L e g i s l a t u r e  in c o m p l e t e  control in s e t t i n g  p r i o r i t i e s  for u s i n g  

th e  a v a i l a b l e  sum. T h i s  c o u r s e  has t h e  m e r i t  o f  a v o i d i n g  a n y  

p r e d e t e r m i n a t i o n  a b o ut  the w i s e s t  and mo s t  c o s t - e f f e c t i v e  s p en d i n g  

p r i o r i t i e s .

Mr. C h a i r m a n ,  Mr. E p p e n b a c h  o f f e r e d  s o m e  t e c h n i c a l  comments 

this w e e k  w h i c h  I w i l l  no t  r e p e a t  here. In m y  role  as lc Islative 

c o u n s e l  f o r  B P - A l a s k a ,  I w o u l d  o n l y  a d d  that H o u s e  Bill 324 

m a k e s  m o r e  l i k e l y  the i m p o s i t i o n  o f  a t a x  on oil and gas in place.

T h a t  is a t a x  w h i c h  m a n y  m e m b e r s  o f  the H o u s e say s h o u l d  be a d o p t e d  ' 

on l y  as "a last r es ort". H o u s e  m e m b e r s  u n d e r s t a n d  the d e t r i m e n t a l  

c o n s e q u e n c e s  to t h e  p u b l i c  o f  such  a tax; m a n y  o f  t h e s e  c o n s e q u e n c e s  

w e r e  o u t l i n e d  in F e b r u a r y  b y  Dr. M i l t o n  Lipton, c o n s u l t a n t  

t o  t h e  L e g i s l a t u r e  on p e t r o l e u m  policy.

F o r  example, Dr. L i p t o n  a d v i s e d  c o m m i t t e e s  that a t a x  on oil and gas 

in p l a c e - - m o r e  l i k e l y  to o c c u r  i f  Be a u f o r t  lease r e v e n u e s  can not be 

u s e d  f o r  S t a t e  o p e r a t i n g  e x p e n s e s - - w o u l d  ha v e  wha t  Dr. Li p t o n  ca l l e d  

a " d e p r e s s a n t  e f f e c t "  u p o n  the size o f  c om p e t i t i v e  b o n u s e s  r e c e i v e d  by 

t h e  State. Su c h  c o n s i d e r a t i o n s  are g e r m a ne  to the q u e s t i o n  o f  H o u s e  

Bill 324.

F o r  t h a t  reason, and others, the Le g i s l a t u r e  should e n c o u r a g e  the 

G o v e r n o r  to c o n d u c t  a B e a u f o r t  lease sal e  late this year. T h e n  the 

L e g i s l a t u r e  ca n  a s s e s s  the r e s u l t s  and c o n s i d e r  m o r e  a p t l y  w h e t h e r  

a r e g r e s s i v e  tax, g a v i n g  a " d e p r e s s a n t "  ef fe c t  on o v er a l l  r evenues,



is n e c e s s a r y .  V.'e can t e s t  a g a i n  the e f f e c t i v e n e s s  o f  the c o m p e t i t i v e  

l ease system. If a p e r m a n e n t  fund is e s t a b li s h e d ,  we can r e a c h  a 

j u d g e m e n t  - w i t h  p u b l i c  i n v o l v e m e n t  - as to:

- - w h e t h e r  95 p e r c e n t  o f  b o n u s e s  or some o t h e r  p e r c e n t a g e s  s h o u l d  

b e  c o m m i t t e d  to a p e r m a n e n t  fund, and if so for w h a t  pur po s e s ,  

- - w h e t h e r  th e  e s t a b l i s h m e n t  o f  s u c h  a fund s h o u l d  o c c u r  b y  

c o n s t i t u t i o n a l  a m en d m e n t ;

Mr. C h a i rm a n ,  time has n o t  p e r m i t t e d  me to a d d r e s s  H o u s e  Bill 324 

f r o m  e v e r y  aspect, bu t  I h o p e  that the f o r e g o i n g  c o m m e n t s  are 

o f  a s s i s t a n c e  to t h e  C o m m i t t e e .  I a m  gr a t e f u l  for the o p p o r t u n i t y  

g i v e n  m e  to su b m i t  them.

J o e  P. J o s e p h s o n
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IN T H E  H O U S E B Y  T H E  F I N A N C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 324

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A B I L L

For a n  Act e n t i t l e d :  "An Act e s t a b l i s h i n g  t h e  A l a s k a  m i n e r a l  l e a s e  b o n u s

p e r m a n e n t  fund; a n d  p r o v i d i n g  for a n  e f f e c t i v e  date."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. AS 3 7 . 1 1  is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

C H A P T E R  11. P E R M A N E N T  [ R E N E W A B L E  R E S O U R C E S ]  FUNDS.

A R T I C L E  2. A L A S K A  M I N E R A L  L E A S E  B O N U S  P E R M A N E N T  FUND.

Sec. 3 7 . 1 1 . 1 0 0 .  P U R P O S E .  T h e  l e g i s l a t u r e  f inds a n d  d e c l a r e s  that 

it is e s s e n t i a l  to p r e s e r v e  the  r e v e n u e  d e r i v e d  f r o m  m i n e r a l  l e a s e  bonus 

sales, a n o n - r e n e w a b l e  r e s o u r c e ,  for f u t u r e  g e n e r a t i o n s  o f  A l a s k a n s ,  and 

f u r t h e r ,  that this p u r p o s e  bes t  c a n  be s e r v e d  by p r e s e r v i n g  thi s  income 

in a p e r m a n e n t  fun d  to be u s e d  for i n v e s t m e n t  c a p i t a l  by A l a s k a  r e s i­

dents.

Sec. 3 7 . 1 1 . 1 1 0 .  A L A S K A  M I N E R A L  L E A S E  B O N U S  P E R M A N E N T  FUND. T h e r e  

is e s t a b l i s h e d  as a s e p a r a t e  fun d  the A l a s k a  m i n e r a l  l e a s e  b o n u s  p e r m a n­

ent fund. R e c e i p t s  d e s i g n a t e d  u n d e r  sec. 120 o f  t his c h a p t e r  for d e p o s i t  

i n  the pexnr.anent f u n d  are to be h e l d  p e r p e t u a l l y  in trust for t h e be n e f i t  

o f  L o c h  p r e s e n t  and f u t u r e  g e n e r a t i o n s  o f  Ala s k a n s.

See, 3 7 - 1 1 . 1 2 0 .  F U N D  P R I N C I P A L .  N i n e t y  p e r  cent of tne r e c e i p t s  

p a i d  the s t a te  f r o m  m i n e r a l  l e a s e  b o n u s e s  s h a ll  be d e p o s i t e d  in the 

p e r m a n e n t  fund. T h e s e  d e p o s i t s  s h a l l  be c o n s i d e r e d  fund p r i n c i p a l  and 

s h a l l  be i n v e s t e d  in p e r p e t u i t y  in a c c o r d a n c e  w i t h  AS 3 7 . 1 0 . 0 7 0  ( i n v e s t­

m e n t  of s u r p l u s  s t a t e  funds) or in s tate l o a n  p r o g r a m s  that a r e  

d e s i g n a t e d  by law as e l i g i b l e  for p e r m a n e n t  f u n d  I n v e s t m e n t ;  h o w e v e r ,  no 

f u n d s  m a y  be i n v e s t e d  in c o m m o n  or p r e f e r r e d  stocks.
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Sec. 3 7. 1 1 . 1 3 0 .  U S E  O F  F U N D  INCOME, (a) I n c o m e  r e c e i v e d  f r o m  

i n v e s t m e n t  f u n d  p r i n c i p a l  m a y  be:

(1) r e i n v e s t e d  in i n v e s t m e n t s  a u t h o r i s e d  u n d e r  sec. 120 of 

t his c h a pt e r ;

(2) a p p r o p r i a t e d  ''or the  a d m i n i s t r a t i o n  of the fund; or

(3) a p p r o p r i a t e d  to p r o v i d e  f u n d i n g  fo r  o p e r a t i n g  or c a p i t a l  

e x p e n d i t u r e s  fo r  p r o g r a m s  t h a t  a r e  e x p r e s s l y  e s t a b l i s h e d  by law.

(b) P l a n s  fo r  e x p e n d i t u r e s  of f un d  i n c o m e  u n d e r  (a) o f  thi s  s e c t i o n  

s h a l l  be p r e p a r e d  in d e t a i l  by t h e  a p p r o p r i a t e  s t a t e  d e p a r t m e n t  o r  a g e n c y  

a n d  s h a l l  h e  s u b m i t t e d  by the g o v e r n o r  in a c c o r d a n c e  w i t h  t h e  E x e c u t i v e  

B u d g e t  Act (AS 37.07) as p a r t  of  hi s  a n n u a l  b u d g e t  p r e s e n t a t i o n  to the 

l e g i s l a t u r e .

Sec. 3 7 . 1 1 . 1 4 0 .  P R O T E C T I O N  O F  P R I N C I P A L .  An i n v e s t m e n t  t r a n s a c t i o n  

i n v o l v i n g  fun d  p r i n c i p a l  w h i c h  r e s u l t s  in a n  a c t u a l  d o l l a r  loss o f  p r i n­

ci p a l  s h a l l  be r e i m b u r s e d  in f u l l  fro m  fun d  i n c o m e  b e f o r e  a d d i t i o n a l  

i n c o m e  is e x p e n d e d .

* Sec. 2. T h i s  Act t akes e f f e c t  i m m e d i a t e l y  In a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -

(c).
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R e f e r re d :  F i n a n c e

!3Y M A L O N E  , A N D E R S O N  , MIS I K N K , MliWMAN , 
B R A D L E Y , D R A D N E R , M R O W N , BUCiillOL.DT, 
C O T T E N , C O W P E R , D A V I S , D U N C A N , ELI ASON , 
F I S C H E R ,F R E E M A N , G A R D I N E R ,G R U E N I N G , 
H A C K N E Y ,H A U G E N ,H E R S H B E R G E R ,I T T A , 
K E L L E Y ,M C K I N N O N ,M I L L E R ,N A U G H T O N ,OSE 
O S T E R B A C K ,O S T R O S K Y ,P A R K E R ,P A R R , 
R H O D E ,S M I T H ,S P E C K I N G ,S U L L I V A N ,

.N T H E  H O U S E  S W A N S O N  A N D  U R I O N

H O U S E  B I L L  NO. 324 

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF A L A S K A  

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A B I L L

"or an Act e n t i t l e d :  "An Act e s t a b l i s h i n g  th e  A l a s k a  m i n e r a l  lease b o nu s

p e r m a n e n t  fund; an d  p r o v i d i n g  for an e f f e c t i v e  d a t e . "

\F. IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

# S e c t i o n  1. AS 37.11 is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

C H A P T E R  11. P E R M A N E N T  [ R E N E W A B L E  R E S O U R C E S ]  FUND S .

A R T I C L E  2. A L A S K A  M I N E R A L  L E A S E  B O N U S  P E R M A N E N T  FUND.

Sec. 37-11 .1 0 0 .  PURFOS E .  T h e  l e g i s l a t u r e  f inds arid d e c l a r e s  that 

it is e s s e n t i a l  to p r e s e r v e  the r e v e n u e  d e r i v e d  from m i n e r a l  l e a s e  b o n u s  

s ales, a n o n - r e n e w a b l e  r e s o u r c e ,  for f u t u r e  g e n e r a t i o n s  o f  A l a s k a n s ,  and 

further, that t h i s  p u r p o s e  best c an  be s e r v e d  by p r e s e r v i n g  this income 

in a p e r m a n e n t  fund to be u s e d  for I n v e s t m e n t  c a p i t a l  by A l a s k a  r e s i­

dents.

Sec. 37.11 . 1 1 0.  A L A S K A  M I N E R A L  L E A S E  B O N U S  P E R M A N E N T  FUND. T h e r e  

is e s t a b l i s h e d  as a s e p a r a t e  fund the A l a s k a  m i n e r a l  l e a s e  b o n u s  p e r m a n­

ent fund. R e c e i p t s  d e s i g n a t e d  u n d e r  sec. 120 of  this c h a p t e r  for d e p o s i t  

in the  p e r m a n e n t  fund ar e  to be h e l d  p e r p e t u a l l y  in t rust for the b e n e f i t  

o_ b o t h  p r e s e n t  an d  f u t u r e  g e n e r a t i o n s  of Al a sk a n s .

Sec. 37.1 1 . 12 0 .  F U N D  PRIN CI P A L .  N i n e t y - f i v e  p e r  cen t  of the

r e c e i p t s  p ai d  the s t a t e  f r o m  m i n e r a l  l ease b o n u s e s  s h a l l  be d e p o s i t e d  iri

the p e r m a n e n t  fund. T h e s e  d e p o s i t s  s h a l l  be c o n s i d e r e d  fund p r i n c i p a l  

and shall be i n v e s t e d  in p e r p e t u i t y  in a c c o r d a n c e  w i t h  AS 3 7 . 1 0 . 0 7 0  

( i n v e s t m e n t  of s u r p l u s  s t a t e  funds). Hov/ever, the t y p e s  o f  i n v e s t m e n t s

thac may be m a d e  are l i m i t e d  to:

(1) o b l i g a t i o n s  of, or o b l i g a t i o n s  i n s u r e d  or g u a r a n t e e d  by,
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(2) o b l i g a t i o n s  s e c u r e d  by r e s e r v e s  p a i d  in by the U n i t e d  

S t a t e s  o r  a g e n c i e s  o r  i n s t r u m e n t a l i t i e s  o f  the U n i t e d  S t a t e s  o r  o b l i g a­

ti o n s  of  c o r p o r a t i o n s  in w h i c h  the U n i t e d  S t a t e s  is a s h a r e h o l d e r  or 

m e m b e r ;

(j) n o t e s  i s s u e d  by F a r m e r ' s  H o m e  A d m i n i s t r a t i o n ;

( )  b a n k  c e r t i f i c a t e s  o f  d e p o s i t  w h i c h  ar e  s e c u r e d  as to the 

p a y m e n t  of  p r i n c i p a l  and  i n t e r e s t  in a c c o r d a n c e  w i t h  A l a s k a  law; or

(5) s tate l o a n  p r o g r a m s  that are d e s i g n e d  by law as e l i g i b l e  

for p e r m a n e n t  fund i n v e s t m e n t .

Sec. 37.11 . 13 0 .  US E  OF F U N D  I N C O ME .  (a) I nc o m e  r e c e i v e d  from 

I n v e s t m e n t  f u n d  p r i n c i p a l  may be:

(1) r e i n v e s t e d  in I n v e s t m e n t s  a u t h o r i s e d  u n d e r  sec. 120 of 

this chapt e r ;

(2) a p p r o p r i a t e d  f o r  the a d m i n i s t r a t i o n  of the fund; or

(3) a p p r o p r i a t e d  to p r o v i d e  f u n d i n g  for o p e r a t i n g  o r  c a p i t a l

e x p e n d i t u r e s  for l oa n  or g r a n t  p r o g r a m s  t hat a r e  e x p r e s s l y  e s t a b l i s h e d  

by l a w  for f i n a n c i n g  f r o m  t h i s  fund and are d e s i g n e d  to a s s i s t :

(A) i n d i v i d u a l s  w h o  h a v e  b e e n  r e s i d e n t s  o f  the s t a te  for 

at l east five years;

(B) c o r p o r a t i o n s  for w h i c h  A l a s k a  Is the p r i n c i p a l  p l a c e  

o f  b u s i n e s s  t h a t  h a v e  b e e n  o p e r a t i n g  c o n t i n u o u s l y  in the s tate for

at least t h r e e years; or

(C) p u b l i c  c o r p o r a t i o n s  or p o l i t i c a l  s u b d i v i s i o n s  o f  the

s t a t e ,

(b) P lans for e x p e n d i t u r e s  of f und i n c o m e  u n d e r  (a) o f  t hi s  s e c t i o n  

s h a l l  be p r e p a r e d  in d e t a i l  by the a p p r o p r i a t e  s t a t e  d e p a r t m e n t  or a g e n c y  

and s h a l l  be s u b m i t t e d  oy the g o v e r n o r  In a c c o r d a n c e  w i t h  the E x e c u t i v e  

Bu d g e t  Act (AS 37.07) as par t  of his a n n u a l  b u d g e t  p r e s e n t a t i o n  to the

t h e  U n i t e d  S t a t e s  o r  a g e n c i e s  o r  i n s t r u m e n t a l i t i e s  o f  t h e  U n i t e d  S t a t e s ;
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Sec. 37.11 . 1 40 .  P R O T E C T I O N  OF P R I N C I P A L .  An i n v e s t m e n t  t r a n s a c t i o n  

i n v o l v i n g  fund p r i n c i p a l  w h i c h  r e s u l t s  in an a c t u a l  d o l l a r  los s  of p r i n­

cip a l  shall be r e i m b u r s e d  in ful l  f r o m  fund  i n c o m e  b e f o r e  a d d i t i o n a l  

i n c o m e  is ex pe n d e d .

* Sec. 2. T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

170(c).
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Sterling G a l l a g h e r  

C o m m i s s i o n e r  

D e p a r t m e n t  of R e v e n u e March 27, 1975

L a w r e n c e  C. B p p c n b a c h  

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  of R e v e n u e

T r e a s u r y  C o m m e n t s  o n  

' H B  324 o n d  S B  297

T h i s  m e m o r a n d u m  s u m m a r i z e s  p r e l i m i n a r y  T r e a s u r y  c o m m e n t s  o n  H B  324 

a n d  S B  297, Acts establishing a n  A l a s k a  m i n e r a l  lease b o n u s  p e r m a n e n t  

fund. In general the T r e a s u r y  Division s u p p o r t s  m e a s u r e s  w h i c h  set aside 

a portion of r e v e n u e  f r o m  p e t r o l e u m  d i s c o v e r y  to better pla n  for the d a y  

w h e n  Alaska's n o n r e n e w a b l e  w e a l t h  will b e  g o n e .  W e  are also d e e p l y  i n v o l v e d  

in the financial p l a n n i n g  r e q u i r e d  for the state to m e e t  the c r u n c h  c o m i n g  

in Fiscal Y e a r s  1976 -1978 w h i c h  b o t h  bills m a y  directly effect. O u r  c o m m e n t s ,  

will b e  limited to those of a technical n a t u r e  a n d  will not. include a n  a s s e s s m e n t

of the r e v e n u e  effect of setting aside b o n u s  p a y m e n t s .

G e n e r a l

IIB 324 a n d  S B  297 p r o p o s e s  to create a p e r m a n e n t  f u n d  b y  an act of 

legislation morally obligating future legislatures to leave it intact. O n c e  

b e g u n ,  s u c h  a f u n d  m a y  a c q u i r e  a lon g  t e r m  character.

Contributions

T h e  deposit of 95% of m i n eral lease b o n u s  into a p e r m a n e n t  f u n d  w o u l d  c a u s e  

a total of 102% to b e  dedicated (51 R e n e w a b l e  R e s o u r c e ,  2% CL' ’-ms A c t ) .

In addition, the s h a r i n g  of c a s h  b o n u s  as distinct fro m  r o y a d y  p a y m e n t s ,  

rentals, etc. w o u l d  a d d  a n e w  d i m e n s i o n  to the question of w h e t h e r  the state 

s h o u l d  adopt royally bid lease contracts.

- 2 7 5 - 3 / 2 7 / 7



T h c  m o s t  critical aspect of u 95" b o n u s  s h a r i n g  is the p r e v i o u s l y  m e n t i o n e d  

i mpact o n  p l a n n i n g  the state's financial r e s p o n s e  to o u r  t e m p o r a r y  c r u n c h .

A  smaller pe r c e n t a g e ,  or a s t a g g e r e d  i n c reasing p e r c e n t a g e  o v e r  time, or 

a d e l ayed effective dale w o u l d  all i m p r o v e  the c h a n c e s  for a b o n u s  sale this 

y e a r  to help the State m e e t  its p e n d i n g  financial obligations.

Investment

A  long term fun d  s h o u l d  h a v e  b r o a d  i n v e s t m e n t  authority e x ercised at the

discretion of professional i n v e s t m e n t  m u n a g e r s  held responsible for their

actions u n d e r  a p r u d e n t  m a n  rule. S u c h  i n v e s t m e n t  authority w o u l d  allow 

*

the f u n d  to take m a x i m u m  a d v a n t a g e  of imperfect m a r k e t s  ( m a d e  so b e c a u s e  

of constraints p laced o n  other f u n d s )  to achieve a h i g h  return.

Ideally a p e r m a n e n t  f u n d  lias its portfolio b a l a n c e d  b e t w e e n  i n s t r u m e n t s  

achieving a hig h  " e c o n o m i c "  total return; sucli as certain A l a s k a n  invest­

ments, a n d  those achieving a h i g h  c a s h  return to p r o v i d e  a h e d g e  against 

inflation,

A S  37.10.070 p r o v i d e s  a c o m p r e h e n s i v e  list of desirable i n v e s t m e n t  instru­

me n t s  including a full r a n g e  of short a n d  long term fixed i n c o m e  investments, 

A l a s k a n  residential a n d  c o m m e r c i a l  m o r t g a g e s  a n d  coinmuii stock. T h e  

T r e a s u r y  division r e c o m m e n d s  thut this list b e  a d o p t e d  intact. S h o u l d  there 

b e  a n  absolute n e e d  to eliminate a particular fo r m  of investment, s u c h  as 

c o m m o n  stock, then it s h o u l d  b e  specifically deleted. T h e  a p p r o a c h  taken 

b y  1115 31M i m p o s e s  u n n e c e s s a r y  a n d  undesi r a b l e  limitations o n  the r a n g e  

of legal i n v e s t m e n t s .
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Use of Fund Income

T h e r e  is s o m e  c o n c e r n  e x p r e s s e d  in T r c a s u i’y as to the legality of (a) (3) 

r e g a r d i n g  the limitations o n  appropriations of f u n d  i n c o m e .  T h e  a p p r o a c h  

taken in S B  297 (otherwise identical) of deleting this portion o b v i o u s l y  r e m o v e s  

this issue. H o w e v e r ,  w e  are not attorneys a n d  s u g g e s t  a r e v i e w  of this 

provision b y  the D e p a r t m e n t  of L a w  .

Additional Points

T h e  p r o c e e d s  of cas h  b o n u s  bids a d d  to the state's total stock of wealth.

It w o u l d  b e  desirable to continue to h a v e  claim to this total w e a l t h  to s e c u r e  

State G O  b o n d s .  Rating agencies h a v e  e x p r e s s e d  c o n c e r n  that a n y  division 

of o u r  r e s o u r c e  d e v e l o p m e n t  p r o c e e d s  m a y  injure o u r  ability to s e c u r e  debt.

O f  course, a n y  legislature could appropriate these f u n d s  to m e e t  the debt 

service r e q u i r e m e n t s  of state b o n d s .  H o w e v e r ,  a b o n d  b u y e r  w o u l d  b e  m o r e  

a s s u r e d  a n d  h e n c e  require less interest if s u c h  a p l e d g e  w a s  m a d e  specifically.

Co s t  of A d m i n i s t r a t i o n

T h e  T r e a s u r y  Division docs not anticipate a n y  cost of administration r e­

quiring a fiscal note at this lime with ac c e p t a n c e  of T r e a s u r y ' s  p r o p o s e d  

197G budget. F uture e x p e n s e s ,  not e x p e c t e d  to b e  large, w o u l d  b e  d i splayed 

in future a n n u a l  budgets.



I appreciate deeply your courtesy in allowing me to submit my 

views concerning House Bill 324. I am precluded fr o m  returning 

to J uneau this evening because of a conference in A n chorage and 

a public hearing o f  the Anchorage Charter Commission, of which 

I a m  a member.

Mr. Chairman, I a m  confident that Alaskans welcome you r  leadership 

in seeking to p r o vide approaches for State budgeting that are 

more rational, and b e t t e r  planned, than approaches followed in 

the past. Leadership in that direction is long overdue. Too 

often, the appropriation process has been v iewed as an ar e a  in 

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

that has tended to swell State operating budgets.

At the same time, the L e g i s l a t u r e’s use o f  bonus m oneys received 

in 1969 has been generally wise. It has almost always been 

umane. As one Alaskan, I would prefer that m y  representatives 

err--if err they must--on the side o f  efforts to improve the 

quality o f  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 I 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 o f  basic decision-making that helps plot 

our course for future generations, then these assumptions need

Mr. Chairman:



t h a t  i n v o l v e m e n t ,  a n d  i f - - a s  th e  A d m i n i s t r a t i o n  w i s h e s — w e  are 

t o  a s s e s s  e v e n - h a n d e d l y  al l  a l t e r n a t i v e  r e v e n u e  an d  

e x p e n d i t u r e  p o l i c i e s ,  t he  H o u s e  Bill 324 s h o u l d  n o t  be 

v i e w e d  in the a b s t r a c t ,  in a vacu um ,  o r  as a d i s e m b o d i e d  

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

o n  o t h e r  o p t i o n s  o f  r e v e n u e - r a i s i n g  a n d  e x p e n d i t u r e .

A n d  f i n a l l y , i f — as t h e  A d m i n i s t r a t i o n  says w e  m u s t — we 

a r e  to w e i g h  S t a t e  a c t i o n s  c a r e f u l l y  f o r  t h e i r  e f f e c t s  on 

S t a t e  g r o w t h  r a t e s ,  t h e n  H o u s e  Bill  324 s h o u l d  b e  s t u d i e d  

in t h a t  light.

As I u n d e r s t a n d  it, a b a s i c  c o n c e p t  o f  H o u s e  Bill 324 
%

is t h a t  n o n - r e n e w a b l e  r e s o u r c e  r e c e i p t s  s h o u l d  n o t  be  e m p l o y e d  

t o  m e e t  o n g o i n g  e x p e n s e s  o f  S t a t e  g o v e r n m en t .  S p e a k i n g  as a 

f o r m e r  l e g i s l a t o r ,  an d  as a citizen, I m u s t  be f r a n k  in 

a d m i t t i n g  m y  d o u b t s  a b o u t  t h a t  c o nc e p t ,  e v e n  t h o u g h  m y  v i e w  

m a y  n o t  s q u a r e  w i t h  t h e  c o m m o n  w i s d o m  o f  th e  time. B u t  o f  

t h i s  I a m  sure: c o n c e p t u a l l y ,  r o y a l t y  i n c o m e  a n d  p r o d u c t i o n  

t a x e s  a r e  j u s t  as m u c h  r e c e i p t s  f r o m  n o n - r e n e w a b l e  r e s o u r c e s  

as ar e  b o n u s e s .  It is u n c l e a r  w h y  one t y p e  o f  p e t r o l e u m  

r e v e n u e  is to be b a r r e d  f r o m  u s e  i n  the o p e r a t i n g  budge t ,  

w h i l e  o t h e r  t yp e s  w o u l d  n o t  be barr e d . P e r h a p s it is r e c o g n i z e d  

t h a t  s o m e  u s e  o f  n o n - r e n e w a b l e  r e s o u r c e  r e v e n u e  h a s  t o  be 

i n c l u d e d  in th e  o p e r a t i n g  b u d g e t  as a p r a c t i c a l  m a t t e r . P e r h a p s  

it is a r g u e u  t h a t  t h e  S t a t e  c o n s t i t u t i o n  p r o h i b i t s  a d e d i c a t i o n  

o f  r o y a l t y  i n c o m e  a nd  s e v e r a n c e  taxes, b u t  al l o w s  a d e d i c a t i o n  

o f  b o n u s  r e c e i p t s .  But i f  legal a r g u m e n t s  are t h e  r e a s o n  for 

t h e  d i s t i n c t i o n  i m p l i c i t  in H o u s e  Bill 324, the n  I s u g g e s t  that



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

footing.

Mr. Chairman, members of yo u r  committee have also shown 

leadership in attempting to get better information for the 

Legislature's b u d g e t a r y  planning. I have personal knowledge 

o f  the efforts made b y  Representative Cowper, for example, to 

increase the flow o f  knowledge about pipeline costs to the 

Committee. Few w o u l d  argue that these efforts are inappropriate; 

most Alaskans wo u l d  agree that they emanate from a high sense 

o f  p ublic responsibility.

In that light, the consideration o f  House Bill 324, at 

this time, is striking. All o f  us know that some estimates have 

been made o f  some matters that these estimates may not be proved 

accurate. Indeed, it has bee n  tne ve r y  uncertainty about some 

i s s u e s — the cost o f  the pipeline, the amount o f  bonuses to be 

received from a Beaufort sale--that has led to the introduction 

o f  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 u n k nown as known. House Bill 324 assumes that the 

best use o f  95 p e r  cent o f  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, in 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 m a y  increase the size of bureaucracies at local government 

levels by compelling a movement of programs from one level of



g o v e r n m e n t - - t h e  S t a t e — to local g o v e r n m e n t s  b e c a u s e  o f  t h e  

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

e x c e p t  f o r  l i m i t e d  p u r p o s e s .  I d o u b t  t h a t  s u c h  an a r t i f i c i a l l y  

i n d u c e d  m o v e m e n t  o f  p r o g r a m s  w i l l  p r o v e  t o  b e  c o s t  e f f e c t i v e  o r  in 

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

be e s p e c i a l l y  d e t r i m e n t a l  to t h e  i n t e r e s t s  o f  r e s i d e n c e  o f  th e  

u n o r g a n i z e d  bo r o u g h .

If S t a t e  f u n c t i o n s  s h o u l d  b e  d e l e g a t e d  t o  local g o v e r n m e n t s ,  

t h e n  t h a t  is a  p r o c e s s  t h a t  s h o u l d  b e  c o n s i d e r e d  o n  its o w n  

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

r e s t r i c t i n g  t h e S t a t e ' s  u s e  o f  its o w n  r e v e n u e s .

H o u s e  Bill 324 a s s u m e s  t h a t  " p r e s s u r e "  f r o m  A l a s k a  c i t i z e n s  

f o r  e x p e n d i t u r e s  ar e  essentially- wrong, a n d  t h a t  t h e  p e o p l e ' s  

r e p r e s e n t a t i v e s  n e e d  g r e a t e r  i n s u l a t i o n  f r o m  t h e s e  p r e s s u r e s —  

to p r o t e c t  t he  p u b l i c  f r o m  itself. I b e l i e v e  t h i s  a s s u m p t i o n  

n e e d s  p u b l i c  i n v o l v e m e n t  and  scrutiny.

T h e  S t a t e ' s  i n v e s t m e n t  in h u m a n  p r o g r a m s — r e t a r d e d  c h ildren, 

a i d  f o r  d e p e n d e n t  ch i l d re n ,  e s t a b l i s h m e n t  o f  p r e - s c h o o l  c h i l d  

c a r e  c e n t e r s , t r e a t m e n t  for a l c o h o l i c s  and a d d i c t s — m a y  be far  

m o r e  a p p r o p r i a t e  u s e  o f  the b o n u s  m o n e y s  t h a n  l oans t o  A l a s k a ' s  

b u s i n e s s m e n .  P e r h a p s  I a m  w r o n g .  P e r h a p s  the " t r i c k l e  d o w n "  

t h e o r y  c a n  b e  v i n d i c a t e d .  But the e s s e n t i a l  p o i n t  is t hat on 

M a r c h  26, 1975, w e  as A l a s k a n s  n e e d  to a d d r e s s  t h a t  p r o p o s i t i o n  

d i r e c t ly ,  n o t  o b l i q u e l y ,  an d  w i t h  p u b l i c  i n v o l v e m e n t .  H o w  m u c h  

r e v e n u e  w ill t h e  S t a t e  s t a n d  to c o l l e c t  f r o m  p r o s p e c t i v e  s ales 

o f  l e a s c a b l e  t r a c t s ?  H o w  m u c h  m o n e y  f r o m  t h e s e  sales, o r  the 

in c o m e  f r o m  them, ca n  b e  a b s o r b e d  e f f e c t i v e l y  i n t o  t h e  A l a s k a



economy? To what extent would beneficiaries from the loans and 

grants be using p u b l i c  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 h o w  will growth- 

induced pressures on the budget be met?

Because of this Committee's commitment to sound b u dgetary 

planning, and the acquisition of helpful information in the 

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

alternative assumptions, could be studied before action on House 

Bill 324.

Mr. Chairman, in m y  service as a legislator, I opposed 

the creation o f  so-called permanent funds. M y  bias - - i f  that 

is what it i s — should be well known, and if it is not, I want 

to be sure that the Committee understands that my point o f  view 

has been o f  long standing. I simply don't believe that any 

legislature is n ecessarily wiser that its successors, and I 

don't believe that business loans to individuals and corporations 

are more w orthy u s e  o f  public funds than educational, health, and 

social services, and other programs that benefit directly those 

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

o f  life".

But philosophy aside, House Bill 324 presents another question.

If it be in the p ublic 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



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

e x i s t  a n d  s h o u l d  b e  exp l o r ed :  f o r  e x a m p l e ,  p e r h a p s  l e g i s l a t i o n , o r  

c o n s t i t u t i o n a l  a m e n d m e n t ,  s h o u l d  l i m it  the  a m o u n t  b y  w h i c h  one y e a r ' s  

b u d g e t  m a y  e x c e e d  t h e  b u d g e t  f or  t h e  p r i o r  year, l e a v i n g  the 

L e g i s l a t u r e  in c o m p l e t e  c o n t r o l  in s e t t i n g  p r i o r i t i e s  for u s i n g  

the a v a i l a b l e  sum. T h i s  c o u r s e  has the  m e r i t  o f  a v o i d i n g  a ny  

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

p r i o r i t i e s .

Mr. C h a i r m a n ,  Mr. E p p e n b a c h  o f f e r e d  s o m e  t e c h n i c a l  c o m m e n t s  

t h i s  w e e k  w h i c h  I w i l l  n o t  r e p e a t  h ere. In m y  r o l e  as l e g i s l a t i v e  

c o u n s e l  f o r  B P - A l a s k a ,  I w o u l d  o n l y  a d d  t ha t  H o u s e  Bill 324 

m a k e s  m o r e  l i k e l v  t h e  i m p o s i t i o n  o f  a t a x  o n  oil a n d  gas in place.

T h a t  is a t a x  w h i c h  m a n y  m e m b e r s  o f  t h e  H o u s e  sa y  s h o u l d  b e  a d o p t e d  

o n l y  as "a las t r e so r t " .  H o u s e  m e m b e r s  u n d e r s t a n d  the d e t r i m e n t a l  

c o n s e q u e n c e s  to th e  p u b l i c  o f  s u c h  a tax; m a n y  o f  t h e s e  c o n s e q u e n c e s  

w e r e  o u t l i n e d  in F e b r u a r y  b y  Dr. M i l t o n  Lipton, c o n s u l t a n t  

to t he  L e g i s l a t u r e  o n  p e t r o l e u m  policy.

F o r  example, Dr. L i p t o n  a d v i s e d  c o m m i t t e e s  th a t  a t a x  on o il  an d  gas 

in p l a c e — m o r e  l i k e l y  to o c c u r  i f  B e a u f o r t  lease r e v e n u e s  can n o t  be 

u s e d  fo r  S t a t e  o p e r a t i n g  e x p e n s e s - - w o u l d  h a v e  w h a t  Dr. L i p t o n  c a l l e d  

a " d e p r e s s a n t  e f f e c t "  u p o n  th e  siz e  o f  c o m p e t i t i v e  b o n u s e s  r e c e i v e d  by 

the State. S u c h  c o n s i d e r a t i o n s  are g e r m a n e  to the q u e s t i o n  o f  H o u s e  

Bill 324.

F o r  that reas o n ,  a n d  others, the L e g i s l a t u r e  s h o u l d  e n c o u r a g e  the 

G o v e r n o r  to c o n d u c t  a B e a u f o r t  l ease sale late t his year. T h e n  the 

L e g i s l a t u r e  can  a s s e s s  the r e s u l t s  a n d  c o n s i d e r  m o r e  a p t l y  w h e t h e r  

a r e g r e s s i v e  tax, g a v i n g  a " d e p r e s s a n t "  e f f e c t  on o v e r a l l  r e v e n u e s ,



is necessary. Ke can test again the effectiveness o f  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 p e rmitted me to address House Bill 324 

from every aspect, but I hope that the foregoing comments are 

of assistance to the Committee. I a m  grateful for the opportunity 

given me to submit them.

Joe P. Josephson
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TREASURY DIVISION

k C T P  n  c r p  - p  / p ' JAY S. HAMMOND, Governor

POUCH SB-JUNEAU 99801

M a y  1, 1975

The H o n o r a b l e  Bi l l  Ray
C h a i r m a n ,  S e n a t e  F i n a n c e  C o m m i t t e e
S t a t e  C a p i t o l
Juneau, A l a s k a  9 9 811

De a r  S e n a t o r  Ray:

I ha v e  e n c l o s e d  a p a g e  c o n t a i n i n g  o u r  s u g g e s t e d  c h a n g e s  
to CS for H o u s e  Bill No. 324 n o w  b e f o r e  y o u r  C o m m i t t e e .

As I i n d i c a t e d  to J i m  F e n n e l  in a t e l e p h o n e  c o n v e r s a t i o n  
last n i g h t  I w i l l  be  v e r y  h a p p y  to t e s t i f y  on CS for HB 324 
s h o u l d  y o u  p l a n  to h o l d  h e a r i n g s  on it.

T h a n k  y o u  for y o u r  c o n s i d e r a t i o n .

ro X2 p P
( ^ LliShz^Cf y

C. E p p e n b a c h  
D e p u t y  C o m m i s s i o n e r ,  T r e a s u r y

L C E :ge 
E n c l o s u r e

c c : S t e r l i n g  G a l l a g h e r



S U G G E S T E D  C H A N G E S

O F F E R E D  I N  T H E  S E N A T E

T O :  C S  F O R  H O U S E  B I L L  N O .  3 2 4

P A G E  1 L I N E S  1 8 - 1 9

D e l e t e  t h e  f o l l o w i n g  " T h e r e  i s  e s t a b l i s h e d "  a n d  i n s e r t  t h e  

f o l l o w i n g  i n  i t s  p l a c e  " T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l  

e s t a b l i s h . "

P A G E  1 L I N E S  2 3 - 2 9

D e l e t e  s e c t i o n  3 7 . 1 1 . 1 2 0  a n d  i n s e r t  t h e  f o l l o w i n g  i n  i t s  p l a c e :  

S e c .  3 7 . 1 1 . 1 2 0 .  F U N D  P R I N C I P A L .  (a) R e c e i p t s  p a i d  t h e  

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

f u n d  a s  f o l l o w s :

(1) 2 0  p e r  c e n t  b e g i n n i n g  J u l y  1, 1 9 7 5 ;

(2) 4 0  p e r  c e n t  b e g i n n i n g  J u l y  1, 1 9 7 8 ;  a n d

(3) 6 0  p e r  c e n t  b e g i n n i n g  J u l y  1, 1 9 8 1 .

(b) T h e  d e p o s i t s  s h a l l  b e  c o n s i d e r e d  f u n d  p r i n c i p a l  a n d  s h a l l  

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

a n c e  w i t h  A S  3 7 . 1 0 . 0 7 0  ( i n v e s t m e n t  o f  s u r p l u s  s t a t e  f u n d s )  o r  i n  

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

p e r m a n e n t  f u n d  i n v e s t m e n t ;  h o w e v e r ,  n o  f u n d s  m a y  b e  i n v e s t e d  i n  

c o m m o n  o r  p r e f e r r e d  s t o c k s .  T h e  s t a t e  m a y  a l s o  p l e d g e  £.11 o r  a 

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

o b l i g a t i o n  b o n d s  o f  t h e  s t a t e .

P A G E  2 L I N E S  1 5 - 1 6

D e l e t e  " b e f o r e  a d d i t i o n a l  i n c o m e  i s  e x p e n d e d "  a n d  i n s e r t  t h e  

f o l l o w i n g  i n  i t s  p l a c e  " b y  a n n u a l  a p p r o p r i a t i o n . "
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" A n  A c t  m a k i n g  a  s p e c i a l  a p p r o p r i a t i o n  t o  t h e  D e p a r t m e n t  o f
H e a l t h  a n d  S o c i a l  S e r v i c e s ;  a n d  p r o f i d i n g  f o r  a n  e f f e c t i v e & a t e . "

C O M M I T T E E  R E P O R T

H O U S E

4/17/75

M r . S p e a k e r :  Date

TL „ . F I N A N C E  H3 327
The C o m m i t t e e  on has had

under c o n s i d e r a t i o n .  A Major i ty of the m e m b e r s  of the C o m m i t t e e  

( ) r e c o m m e n d s  it DO PASS

( ) r e c o m m e n d s  it DO NOT PASS

( ) r e c o m m e n d s  it DO PASS WITH A T T A C H E D  A M E N D M E N T  (S)

( ) r e c o m m e n d s  it BE R EPLACED WITH CS FOR _________________  AND THAT

CS F O R _______________________ DO PASS

( ) "and" r e c o m m e n d s  it BE R E F E R R E D  TO THE _____________________________

COMM ITTEE

( ) reports it back W I T H O U T  R E C O M M E N D A T I O N  

( ) " o t h e r "

M e m b e r s  signing the Ma j o r i t y report:

M e m b e r s  NOT c o n c u r r i n g  in the Maj o r i ty report:

_________________________ recommends:

___________________________  recommends:

___________________________  recommends:

________________________recommends :

r er. omme nd s :



*

C O M M I T T E E  R E P O R T

3/2 V 7  5 H O U S E  FINANCE

" A n  A c t  m a k i n g  a  s p e c i a l  a p p r o p r i a t i o n  t o  t h e  D e p a r t m e n t  o f
H e a l t h  a n d  S o c i a l  S e r v i c e s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e
d a t e . "

H r . S p e a k e r :  Date

The Co m m i t  tea on  H E S S __________ has h a d _________H B  3 2 7

u n d e r / c o n s i d e r a t i o n .  A M a j o r i t y  of the m e m b e r s  of the C o m m i t t e e

. y ------------

) r e c o m m a n d s  it DO PASS

( ) r e c o m m e n d s  it DO NOT PASS

( ) r e c o m m e n d s  it DO PASS WITH A T T A C H E D  AM EN DM E NT (S )

( ) r e c o m m e n d  s it 3E R E P L A C E D  WITH CS FOR _________________ AND THAT

CS F O R _______________________ DO PASS

( ) " a n d "  r e c o m m e n d s  it BE R E F E R R E D  TO THE _____________________________

COMM ITTEE

( ) reports it back W I T H O U T  R E C O M M E N D A T I O N  

( ) " o t her"

M e m b e r s  NOT c o n c u r r i n g  in the Ma j o r i t y report :

r e c o m m e n d s : 

r e c o m m e n d s : 

r e c o m m e n d  s : 

r e c o m m e n d s :

_Cha i rman
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I n t r o d u c e d :  3/24/75
R e f e r r e d :  H e a l t h , E d u c a t i o n  &
S o c i a l  S e r v i c e s  a n d  F i n a n c e

IN T HE H OU SE

B Y  B E I R N E , D U N C A N . O S T R O S K Y  
A M D  S U L L I V A N  I r

HO US E B IL L WO. 32?

IN THE L EG IS L A T U R E  OP THE STATE OF A LASKA

N I N T H  L E G I S L A T U R E  - F I R S T  S E S SI ON

A B I L L

F o r  an Act entitled: "An Act m a k i n g  a special ap pr op r i a t i o n  to the D e p a rt me n

BE IT E N A CT ED  BY THE L EG IS L A T U R E  OP THE S TA T E OP ALASKA:

* Sec ti on  1. The sum of $75,000 is a p p r o p r i a t e d  from the gene r al  fund to 

the Department of Health and Social Services for sup pl em e nt al  diagn o st ic  and 

p re sc riptive services pr ov id ed  t h r o u g h  the A laska Departm en t of H e a l t h  Child 

Studies Centers.

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

of Health and Social Services; an d p r o v i d i n g  for an

effective date."

# COMMITTEE COPY ~1~
HB 327



H I S T O R Y  IN T H E  H O U S EH I S T O R Y  IN T H E  S E N A T EH I S T O R Y  IN T H E  H O U S EA L A S K A  S T A T E  L E G I S L A T U R E

Read firs t time and re fe rred  
to Comm ittee on

Received from  SenateRead first time and re fe rred  
to Comm ittee on
'tealth* E d u c a t i o n  & 
S o c i a l  S e r v i c e s  and
F i n a n c e  Reported  back w ith 
recomm endation that

I .  Leg is la tu re 5  L r io j. '  Session

H O U SE
e u j j c a i;. o s t f .o s k y

D S U L L I V A N Reported  back w ith 
recommendation that

Read second time andRead second time and

Read th iru  time and Reported  co rrec tly  en ro lled

Sent to G ove rno r

B y G ove rno r
BASS E ffec tiv e  D a te

Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration
BASS E ffe c tiv e  D ate

Yeas Yeas
Nays Nays
Absent Absent
Excused Excused
Reported correctly  engrossed 
Signed by President 
Returned to House

BASS E ffec tive  D a te
Yeas Yeas
N ays Nays
Absent Absent
Excused Excused

Reconsideration
BASS E ffec tiv e  D a te

Yeas Yeas
Nays Nays
Absent Absent
Excused Excused
Reported  co rrec tly  engrossed 
Signed by Speaker 
Sent to Senate

F iled  with L t. G ove rno r

Introduced in the House

C hap te r N o
SECRETARY OR THE SENATECHIEF CLERK OF THE HOUSE
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I n t r o d u c e d :  3 / 2 4 / 7 5
R e f e r r e d :  H e a l t h , E d u c a t i o n  & 
S o c i a l  S e r v i c e s  a n d  F i n a n c e

B Y  BEIF.NE, D U N C A N , O S T R O S K Y  
N  T H E  H O U S E  A N D  S U L L I V A N

H O U S E  B I L L  NO. 327 
IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A  

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A B I L L

or an Act e n t i t l e d :  "An Act m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  to the D e p a r t m e n t

o f  H e a l t h  a n d  S o c i a l  S e r v i c e s ;  a n d  p r o v i d i n g  for an 

e f f e c t i v e  d a t e . "

E IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF ALAS K A :

* S e c t i o n  1. The s u m  of $ 7 5 , 0 0 0  is a p p r o p r i a t e d  f r o m  the g e n e r a l  f u n d  to 

he D e p a r t m e n t  of H e a l t h  and S o c i a l  S e r v i c e s  for s u p p l e m e n t a l  d i a g n o s t i c  and 

r e s c r i p t i v e  s e r v i c e s  p r o v i d e d  t h r o u g h  the A l a s k a  D e p a r t m e n t  of H e a l t h  Child 

tud ie s  Centers.

# Sec. 2. T h i s  Act t a k e s  e f f e c t  J u l y  1, 1975.
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I n t r o d u c e d :  3/2*1/75R e f e r r e d :  H e a l t h , E d u c a t i o n  &S o c i a l  S e r v i c e s  a n d  F i n a n c e
BY B E I R N E ,D U N C A N ,O S T R O S K Y  

N T H E  H O U S E  A N D  S U L L I V A N

H O U S E  B I L L  NO. 327
I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A B I L L

or an Act e n t i t l e d :  "An Act m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  to the D e p a r t m e n t

of H e a l t h  and S o c i a l  S e r v i c e s ;  and p r o v i d i n g  for an 

e f f e c t i v e  d a t e , "

E IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. The s u m  o f  $ 7 5 , 0 0 0  is a p p r o p r i a t e d  f r o m  t h e  g e n e r a l  fund to 

he D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  for s u p p l e m e n t a l  d i a g n o s t i c  a n d  

r e s c r i p t i v e  s e r v i c e s  p r o v i d e d  t h r o u g h  the A l a s k a  D e p a r t m e n t  o f  H e a l t h  C h i l d  

t u d l e s  C e n ters.

* Sec. 2. Th i s  A c t  t a k e s e f f e c t  J u l y  1, 1975-

-1- H3 327
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F i r s t  S e s s i o n  - N i n t h  L e g i s l a t u r e

I. R E Q U E S T
B i l l  Np. H B  327_______________________________________________________________________________

T i t l e  : Special A p p r o p r i a t i o n s  to Dept, of He a l t h  & Social S e r v i c e s____________

R e q u e s t e d  by: H e l e n  B e i r n e_______________________________ Date: 4 /21/75____________
R e t u r n  D a t e  R e q u e s t e d : ___________________________________________________________
A g e n c y : H e a l t h  s Social S e r vices_________ P r o g r a m : D i v i s i o n  o f  P u b l i c  He a l t h

___________________  _______  _________C h i l d  S t u d y  C e n t e r _________

The L e g i s l a t u r e  of the State of A l a s k a
A F I S C A L  N O T E

II. F I S C A L  D E T A I L
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d : __________
A. E X P E N D I T U R E S : ( T h o u s a n d s  o f  d o l l a r s )

O B J E C T FY 75 FY 76 FY 77 FY 78 FY 79 F Y  80
1 0 0 P E R S O N A L  S E R V I C E S 62.5 7 7  Q 81.8 85.9 9 0.2
2 0 0 T R A V E L 2.0 2 . 1 2.2 2.3 2.4
3 0 0 C O N T R A C T U A L 7.0 S.9 9.3 9.8 10.3

4 0 0 C O M M O D I T I E S 1.5 2.0 2.1 2 . 2 2.3
5 0 0 E Q U I P M E N T 2.0

C o o L A N D  & S T R U C T U R E S
1

7 0 0 G R A N T S ,  C L A I M S ,  ETC.

T O T A L -0- 75.0 90.9 95.4 100.2 1 05.2

B. I-UNDING : ( T h o u s a n d s  o f  d o l l a r s )

G E N E R A L  F U N D -0- 75.0 90.9 95.4 100.2 105.2

F E D E R A L  F U N D S
O T H E R

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 /
1 ? / J

3 / 3 / 3 /

M A N  M O N T H S  (P./T.) . 7  H 30 / L -  / 3 0 / 3 0 / 30 /

III. A N A L Y S I S  (See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  III)

P e r sonal Services: 1 M e d i c a l  D i r e c t o r  fo r  over a l l  p r o g r a m  (Anchorage)

1 C o o r d i n a t o r  (PHN o r  Med. Social Worker) (Juneau)

1/2 C l e r k  T y p i s t  (Juneau)

C osts p r o j e c t e d  for 10 m o n t h s  for f i rs t  vear.

IV. A T T A C H M E N T S

V. D A T E : # /    P R E P A R E D  BY: - " '' >  /££

Original: Legislative Finance
c c : Budget and Management J* T

Prime Sponsor (First Legislator Named) 0 ^
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I.

T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  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  - N i n t h  L e g i s l a t u r e  

HB 327
R E Q U E S T
Bi l l  N o . ______________________________________________________________________________
T i t l e :  Special Appropriation to Department of Health and Social Services

Helen BeirneR e q u e s t e d  by:^ _______________
R e t u r n  D a t e  R e q u e s t e d :
A g e n c y :  Health & Social Services

D a t e :  4/6/76

P r o g r a m :  Division of Public Health

II. F I S C A L  D E T A I L
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d :  Section of Family Health 06-31-1-05-00

A. EXP E N D I T U R E S : '  ( T h o u s a n d s  of d o l l a r s )

O B J E C T F Y  76 F Y  77 F Y  78 FY 79 F Y  80 F Y  81

100 P E R S O N A L  S E R V I C E S
2 0 0 T R A V E L
300 C O N T R A C T U A L 75.0 82.5 90.7 95.2 100.0
4 00 C O M M O D I T I E S
500 E Q U I P M E N T
600 L A N D  & S T R U C T U R E S
7 0 0 G R A N T S ,  C L A I M S ,  ETC.

T O T A L -0- 75.0 82.5 90.7 95.2 100.0

B. F U N D I N G : ( T h o u s a n d s  of dol l a r s )

G E N E R A L  F U N D -0- 75.0 82.5 90.7 95.2 100.0

F E D E R A L  F U N D S
O T H E R

C. POS I T I O N S :

§7 P E R M A N E N T / T E M P O R A R Y 0/0 0 / o 0/0 0 / 0 0/0 0/0
m  \ M A N  M O N T H S  ( P . / T . ) 0 / 0 0/0 0/0 0/0 0 / 0 0/0

III. A N A L Y S I S  

Contractual

(See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  III)

- 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 10% inflation for '78 and '79 and 5% thereafter.

j

IV. A T T A C H M E N T S 4 / i t h i f

V. DATE: 4-6-76 P R E P A R E D  BY '7) ■>n (J
7 7  ' O

Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

H/S 50
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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

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

A. EXPENDITURES:' (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 81
1.00 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL 75.0 82.5 90.7 95.2 100.0
A 00 COMMODITIES
500 EQUIPMENT
6 0 0 LAND i STRUCTURES
700 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 I % 0 / 0 0/0 0/q
MAN MONTHS (i’./T.) 0/0 o/u 1 0/0 0/0 0/0 0/0

III. ANALYSIS (See Fiscai Note Preparation Instructions, Section III)

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.

IV. ATTACHMENTS 4  /  te f a t *

V. DATE: A-6-76 PREPARED BY /^ 7 ~ X  • ‘

Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

H/S 50



The L e g i s l a t u r e  of the State of A l a s k a
F I S C A L  N O T E

First S e s s i o n  - N inth Legis lature

T i t l e : ____S peci a l  A p p r o p r i a t i o n s  to Dept, o f  He a l th  & Social. S e r v i c e s

R e q u e s t e d  by: H e l e n  B e i r n e _______________________________ Da te: 4 /21/75

I . R E Q U E S T
Bill N(J. HD 327____________________________________________________________________________________________
R e t u r n  Date R e q u e s t e d : ________
A g e n c y  : H e a l t h  & S o c i a l  S e r v i c e s P r o g r a m : D i v i s i o n  o f  P u b l i c  He a l t h 

C h i l d  S t u d y  C e n t e r __________

II. F I S C A L  D E T A I L
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d : __________
A. E X P E N D I T U R E S : ( T h o u s a n d s  o f  d o l l a r s )

OBJECT FY 75 FY 76 FY 77 FY 78 FY 79 73 ■
< C
O 0

1 0 0 PERSONAL SERVICES 62.5 •) 81. 8 85.9 90.2
2 0 0 TRAVEL 2.0 2.1 2.2 2.3 2.4

3 0 0 CONTRACTUAL 7.0 8.9 9.3 9.8 10.3
4 0 0 COMMODITIES 1.5 2.0 2.1 2.2 2.3
5 0 0 E Q U IPMENT 2.0

6 0 0 LAND & STRUCTURES
7 0 0 G R A N T S , CLAIMS, ETC.

TOTAL -0- 75.0 90.9 95.4 100.2 1 05.2

B. F U N D  ING : ( T h o u s a n d s  o f  d o l l a r s )

GENERAL FUND -0- 7 5.0 90.9 95.4 100.2 105.2

FEDERAL 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 /

M A N  M O N T H S  (P./T.) 30 / 1 30 / 3 0 /  | 3 0 / 30 /

III. A N A L Y S I S  (See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  III)

P e r s on a l  S e rvices: 1 M e d i c a l  D i r e c t o r  for o v e r a l l  p r o g r a m  (Anchorage)

1 C o o r d i n a t o r  (PHN or Med. Social Worker) (Juneau)

1/2 C l e r k  T y p i s t  (Juneau)

C o s t s  p r o j e c t e d  for 10 m o n t h s  for f irst year.

IV. A T T A C H M E N T S

V . DATE: P R E P A R E D  B Y : v

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  ( F i r s t  L e g i s l a t o r  N a m e d )

ft- c S  j
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C O M M I T T E E  R E P O R T  

4/21/75 H O U S E

Hr. Speaker: Date__________________________

The C o m m i t t e e  on FIMANCE_____________ has had  HB 12_8______________
under c o n s i d e r a t i o n .  A M a j o r i t y  of the m e m b e r s  of the C o m m i t t e e  

( ) r e c o m m e n d s  it DO PASS

( ) r e c o m m e n d s  it DO NOT PASS

( ) rec o m m e n d s  it DO PASS WITH A T T A C H E D  A M E N D M E N T ( S )

( ) r e c o m m e n d s  it BE R E P L A C E D  WITH CS FOR _________________  AND THAT

CS F O R _______________________ DO PASS

( ) " a nd" rec o m m e n d s  it BE R E F E R R E D  TO THE ________________________________

COMM ITTEE

( ) reports it back W I T H O U T  R E C O M M E N D A T I O N  

( ) " o t h e r "

M e m b e r s  signing the M a j o r i t y  report:

" A n  A c t  r e p  l i n g  t h e  r e f u n d  p r o v i s i o n s  o f  t h e  m o t o r  f u e l  o i l  t a x ;  .

a n d  p r o v i d i  f o r  a n  e f f e c t i v e  d a t e . "

M e m b e r s  NOT c o n c u r r i n g  in the M a j o r i t y r e p o r t :

___________________________  recommends:

___________________________  recommends:

___________________________  recommends:

___________________________  recommends:

r e c omme n d s :

C ha i rma n



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

C O M M I T T E E  R E P O R T

3 / 2 4 / 7 5  H O U S E  F I N A N C E

Hr. Speaker: Date ^  A ?il '1CT~

The C o m m i t t e e  or. S t a t e  A f f a i r s  has had H B  328 _

'0
u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  m e m b e r s  o f  t h e  C o i n m i t t e e , ^  f >l 

( ) ' e c o m m e n d s  i t  DO PASS 1,1^ / " I  ir\.
( r  V ' y  T i .

( ) r e c o m m e n d s  it DO NOT PASS fiy , \/

 , . ... . j h

( " P . .. . . . .  . . .  , VxE.
r e c o m m e n d s  it DO PASS WITH A T T A C H E D  A M E N D M E N T  ($) 1}̂ '

j/ r e c o m m e n d s  it BE RE P L A C E D  WITH CS FOR y\ SS AljD THAT

CS FOR \ - \ ^    DO PASS

( ) "and" r e c o m m e n d s  it BE R E F E R R E D  TO THE 

C O M M I T T E E

( ) reports it back W I T H O U T  R E C O M M E N D A T I O N  

( ) " o t h e r "

M e m b e r s  signing the M a j o r  i ty report:

\ll Uvy W - .  IS Vs

M e m b e r s  NOT c o n c u r r i n g  in t h e  M a j o r i t y  r e p o r t :

 '7 y ''— ~~ y~"-f r e c o m m e n d s  :

f  ^  r e commends:

r ec omme no s

r e coinme n d s

r ecomme n d s

V  _____   Chairman



02-00IB (REV. 08-73'

M E M O R A N D U M S t a t e  o f  A l a s k a

TO :

F R O M :

B i l l  Par k e r  

C h a i r m a n

H o u s e  State A f f a i r s  Com m i t t ee

G a r y  L. Jenkp 

D i r e c t o r  

A u d i t  D i v i s i o n 1* 

D e p a r t m e n t  t/f R e v e n u e

D A TE :  

F I L E  NO : 

T E L E P H O N E  NO : 

S U B J E C T :

A p r i l  10, 1975

H o u s e  B i l l  328

T h e  fo l l o w i n g is the i n f o r m a t i o n  r e q u e s t e d  b y  t h e  m e m b e r s  of y o u r  C o m m i t t e e  

d u r i n g  the h e a r i n g  on 4/8/75. Du r i n g  this f i s c a l  y e a r  to date, w e  h a v e  issued 

m o t o r  f ue l  r e f u nd s  of $2,763,148. Of this total, t h e  r e fu n d s  for n o n - h i g h w a y  

u s e  of m o t o r  f uel a m o u n t s  to $2,436, 3 6 9 .  Of this l a t t e r  total, 54 p e r c e n t  or 

$ 1 , 4 8 1 , 0 0 0  h a s  b e e n  r e f u n d e d  to c o n s t r u c t i o n  c o n t r a c t o r s ;  26 p e r c e n t  or 

$ 7 0 7 , 4 0 0  has b e e n  issued to c o m p a n i e s  involved in o i l  e x p l o r a t i o n  a n d  9 p e r­

cent or $ 2 4 7 , 9 00  h as  b e e n  r e f u n d e d  to c om p a n i e s  i n v o l v e d  in the logg in g  in­

dustries. As the w o r k  o n  the pi p e l i n e  co n t i n u e s  to i n c r e a s e  d u r i n g  this y ear 

a n d  n e x t  y ear, the p e r c e n t a g e  and amount of r e f u n d s  to c o n s t r u c t i o n  c o m p a n i e s  

sh o ul d  i n c r e a s e  d r a m a t i c a l l y . For ca l e n d a r  y e a r s  1975 and 1976 w e  a n t i c i p a t e  

total p o t e n t i a l  n o n - h i g h w a y  u s e  refu n ds  of $5,000,000.

Also, i n c l u d e d  in S e c t i o n  43 . 4 0 . 0 3 0  is a refu n d  p r o v i s i o n  for fue l  p u r c h a s e d  

in  A l a s k a  and use d  in a f o r e i g n  country. T h e  p r i m e  u s e r  of this p r o v i s i o n  

has b e e n  th e  W h i t e  Pas s  and Y u k o n  Railroad. T h e  r e f u n d s  i s s u e d  for t h e  p a s t  

th r e e  years, b as e d  on f o r e ig n  u s a g e  of f u e l  is as follows: FY 1972-73, 

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

Should y o u r  C o m m i t t e e  d e s i r e  an y f u r t h e r  i n f o r m a t i o n  r e g a r d i n g  this bill, 

p l e a s e  f eel f ree to cont a c t  me.

GL J / b j m



/
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JAY S. HAMMOND, Governor

1 1 E  1 * A  It T >  I E X T  O F  I I F  V E N U E

OFFICE OF THE COMMISSIONER j  POUCH S - IUHEAU 99801
/

A p r i l  2, 1975

/

T h e  H o n o r a b l e  W i l l i a m  P a r k e r

C h a i r m a n  \ n

H o u s e  State A f f a i r s  C o m m i t t e e  A x

A l a s k a  State L e g i s l a t u r e  

S tate Capitol 

J uneau, Al a s k a

Re: H o u s e  Bill No. 328

D e a r  Mr. Parker:

H o u s e  Bill No. 328, an Act r e p e a l i n g  the refund p r ov i s i o n s  of the m o t o r  

fuel oil tax, was introduced on M a r c h  24, 1975 and was referred to the H o u s e
S t a t e  Af f a i r s  and F i n a n c e  Committees.

A t  y o u r  request for the c o n s i d e r a t i o n  of the H o u s e  S t a t e  A f f a i r s  Commi t t e e , I am 

e n c l o s i n g  a copy of a fiscal n o t e  and m e m o r a n d u m  from G a r y  L. Jenki n s ,  D i r ector,

A u d i t  D i vision, D e p a r t m e n t  of R e v e n u e  c o n c e r n i n g  m o t o r  fuel oil tax refunds

w h i c h  w o u l d  be e l i m i n at e d  by the p ro v i s i o n s  of H o u s e  Bill No. 328.

Mr. J e n k i ns  w i l l  a p p e a r  at the m e e t i n g  of the H o u s e  S t a t e  A f f a i r s  Co m m i t t e e  

on A p r i l  2, 1975 at 1:00 p.m. to a n s w e r  qu e s t i o n s  on the m a t e r i a l  submitted 

c o n c e r n i n g  the subject legislation.

V er y  truly yours,

R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t

R D S :eh

cc: G a r y  L. J e n k i n s

D irector, A u d i t  D i v i s i o n

T h e  H o n o r a b l e  H u g h  M a l o n e  

C hairman, H o u s e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e
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I N  T H E  H O U S E  B Y  T H E  S T A T E  A F F A I R S  C O M M I T T E E

C S  F O R  H O U S E  B I L L  WO. 328

I N  T H E  L E G I S L A T U R E  O P  T H E  S T A T E  O P  A L A S K A  

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B.TLL

F o r  a n  A o c  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  the r e f u n d  p r o v i s i o n s  o f  t h e  m o t o r

f u e l  o i l  tax; a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

5 S e c t i o n  1. A S  4 3 . 4 0 . 0 3 0 ( a )  is a m e n d e d  t o  r ead:

(a) E x c e p t  a s  s p e c i f i e d  i n  sec. 10(j) o f  t h i s  c h a p t e r ,  a  p e r s o n  

w h o  u s e s  m o t o r  f u e l  to  o p e r a t e  a n  I n t e r n a l  c o m b u s t i o n  e n g i n e  1 s e n t i t l e d  

t o  a  r e f u n d  o f  s i x  c e n t s  a g a l l o n  o n  t he first 1 0 . 0 00 g a l l o n s  o f  m o t o r  

f u e l  p u r c h a s e d  e a c n  f i s c a l  y e a r  If

(1) t h e  t a x  o n  t h e  m o t o r  f u e l  h a s  b e e n  paid;

(2) t h e  m o t o r  f u e l  is n o t  a v i a t i o n  f u e l  o r  m o t o r  f u e l  u s e d

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

m a y  be  u s e d  f o r  h e a t i n g  a n d  c o o k i n g  a b o a r d  b o a t s  a n d  w a t e r c r a f t ;  a n d

(3) t h e  i n t e r n a l  c o m b u s t i o n  e n g i n e  is n o t  u s e d  in  or* I n  c o n­

j u n c t i o n  w i t h  a  m o t o r  v e h i c l e  l i c e n s e d  t o  b e  o p e r a t e d  o n  p u b l i c  w a y s .

* Sec. 2. A S  4 3 . 4 0 . 0 3 0  is a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e ad;

(a) E x c e p t  as  p r o v i d e d  i n  sec. 10(j) o f  t h i s  c h a p t e r ,  a  p e r s o n  

w h o  u s e s  m o t o r  fu e l  t o  o p e r a t e  a n  I n t e r n a l  c o m b u s t i o n  e n g i n e  I n  t h e  

d e v e l o p m e n t  a n d  p r o d u c t i o n  o f  r e n e w a b l e  r e s o u r c e s  i n  t h e  s t a t e  Is 

e n t i t l e d  to  a r e f u n d  o f  six c e n t s  a g a l l o n  o n  t h e  t o t a l  a m o u n t  o f  f u e l  

u s e d  i f

(1) t h e  t a x  o n  t h e  m o t o r  f u e l  h a s  b e e n  paid;

(2) the m o t o r  f u e l  is n o t  a v i a t i o n  f u e l  o r  m o t o r  f u e l  u s e d

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

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

O r i g i n a l  sponsor: F i nance Committee Offered: V 2 1 / 7 5
Referred: Finance

- 1 -  C S H B  328
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(3) the internal combustion engine is not used in or in 

conjunction with a motor vehicle licensed to be operated on public ways, 

9 Sec- 3. This Act takes effect July 1, 1975.

C S H B  32 S ~*2-

••



if- ( ? %

» <

Introduced: 3/2 V 7 5  
Referred: State Affairs and 
Finance

1 IN THE HOUSE BY THE FINANCE COMMITTEE

2 HOUSE BILL NO. 3 2 0

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 NINTH LEGISLATURE - FIRST SESSION

5
A BILL

6 For an Act entitled: "An Act repealing the refund provisions of the motor

7 fuel oil tax; and providing for an effective date."

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

9 * Section 1. AS A 3 .*10.030 - 4 3 .0.0-30 are repealed.

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

11

12

070(c).
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I n t r o d u c e d :  3 / 2 4 / 7 5
R e f e r r e d :  S t a t e  A f f a i r s  and
F i n a n c e

N THE HOUSE BY THE FINANCE COMMITTEE

HOUSE BILL NO. 32c 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

or an Act e n t it le d : "An Act repea ling the refund prov is ions of the motor

fue l o i l  tax ; and prov id ing for an e ffective  date."

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

* Section 1. AS 43.40.030 - 43.40.080 are repealed.

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

70(c ).

- 1 HB 328
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In THE HOUSE BY THF- STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO. 328 

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

A BILL
'or an Act e n t i t l e d :  "An Act r e l a t i n g  to the refund p rov is ions o f  the motor

fue l o i l  tax ;  and prov id ing f o r  an e f f e c t i v e  da te . "
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

s Section 1. AS 4 3 .4 0 .0 3 0 (a )  i s  amended to  read:
(a )  Ex.-s.pt os spec i f ied  in  sec. 1 0 ( j )  o f  th i s  chapter,  a person 

who uses motor fue l  to operate an in t e rn a l  combustion engine i s  en t i t l e d  
to a refund o f  s ix  cents a g a l l on  on the f i r s t  10 ,000 ga l lons  o f  motor 
f u e l  purchased each f i s c a l  year i r  

1,1 : j  the tax on the motor f u e l  has been paid;
(<.') the motor f u e l  I s  not a v ia t ion  fu e l  o r  motor fu e l  used

in an engine to prope l a boat o r  w a te rc ra f t ,  inc lud ing motor fu e l  which
may be used f o r  heating and cooking aboard boats and w a te rc ra f t ;  and

(3 ) the In t e rn a l  combustion engine i s  not used in or1 in con­
junct ion  with a motor veh ic le  l icensed to be operated on public ways.

* Sec. 2. AS 43 .40 .030 i s  amended by adding a new subsection to read:
(d ) Except as provided in see. 1 0 ( j )  o f  th i s  chapter , a person 

who uses motor f u e l  to operate an in t e rn a l  combustion engine in  the 
development, and production o f  renewable resources in  the s ta te  i s  
e n t i t l e d  to a refund o f  s ix  cents a g a l l on  on the t o t a l  amount o f  fu e l  
used i f

( 1 )  the tax on the motor f u e l  has been paid;
(2 )  the motor fu e l  i s  not av ia t ion  f u e l  o r  motor f u e l  used

in an engine to p rope l  a boat o r  wa te rc ra f t ,  inc luding motor f u e l  which
may be used f o r  heating and cooking aboard boats and wa te rc ra f t ;  and

- 1 -  CSHB 328
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( 3 )  the i n t e r n a l  combustion engine i s  not used in or in 
conjunction with a motor veh ic le  l icensed to be operated on public ways, 

* Sec. 3. This Act takes e f f e c t  Ju ly  1, 1975.
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OFFICE OF JHE COMMISSIONER
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£
The Honorable W illiam  Parker 
Chairman
House State A ffa irs  Committee 
Alaska State Legis lature 
State Capitol 
Juneau, Alaska

Re: House B i l l  No. 328
\

Dear Mr. Parker:

House B i l l  No. 328, an Act repealing the refund provis ions of the motor 
f u e lo i l  tax, was introduced on March 24, 1975 and was referred to the House 
State A ffa irs  and Finance Committees.

At your request fo r the consideration of the House State A ffa irs  Committee, I  am 
enclosing a copy of a f is c a l note and memorandum from Gary L. Jenkins, D irector, 
Audit D iv is io n , Department of Revenue concerning motor fue l o i l  tax refunds 
which would be elim inated by the provisions of House B i l l  No. 328.

Mr. Jenkins w i l l  appear at the meeting of the House State A ffa irs  Committee 
on A p r il 2, 1975 at 1:00 p.m. to answer questions on the m ateria l submitted 
concerning the subject le g is la t io n .

Very tru ly  yours,

R. D. Stevenson 
Special Assistant

RDS: eh

cc: Gary L. Jenkins
D irector, Audit D iv is ion

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



02-001D (REV 05-73J

M E M O R A N D U M S t a t e  o f  A l a s k a

TO:

FROM:

Hugh Malone 
Chairman
House Finance Committee

Gary L. Jenlq 
Directo r  
Audit Div is : 
Department £f Revenue

DATE: 
FILE NO: 

TELEPHONE NO: 
SUBJECT:

Ap r i l  10 , 1975

The fo l low ing i s  the in fo rmation requested by your Committee regarding 
House B i l l  328. During th is  f i s c a l  year to date , we have issued motor 
fu e l  refunds o f  $2 ,763 ,148 .  Of th is  t o t a l ,  the refunds f o r  non-highway 
use o f  motor f u e l  amounts to $2 ,436 ,369 .  Of th is  l a t t e r  t o t a l ,  54 per ­
cent or $1 ,481 ,000 has been refunded to construction cont rac to rs :  26 per­
cent or $707,400 has been issued to companies involved in o i l  exp lo ra t ion  
and 9 percent or $247,900 has been refunded to companies involved in  the 
logging indus t r ie s .  As the work on the p ipe l ine  continues to increase 
during th i s  year and next yea r ,  the percentage and amount o f  refunds to 
construct ion companies should increase d ramat ica l ly .  For calendar years 
1975 and 1976 we an t ic ipa te  t o t a l  p o ten t i a l  non-highway use refunds o f 
$5 ,000 ,000 .
Also , included in  Section 43 .40 .030 i s  a refund prov is ion f o r  f u e l  purchased 
in  Alaska and used in a fo re ign  country . The prime user of th i s  p rov is ion 
has been the White Pass and Yukon Ra i l road .  The refunds issued f o r  the past 
three yea rs ,  based on fo re ign  usage o f  fu e l  i s  as fo l l ow s :  FY 1972-73,
$50 ,700 ; FY 1973-74, $28,000 ; and F.' 1974-75 , $32,800.
Should your Committee des i re  any fu r th e r  in formation regarding th is  b i l l ,  
p lease f e e l  f ree  to contact me.
GLJ/bjm
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f ijt f

S t a t e  o f  A l a s k aM E M O R A N D U M

T0 Hugh Malone DATE. A p r i l  10 ,  1975
Chairman
House Finance Committee FILE NO:

/
TELEPHONE NO:

FROM:
Gary L. Jenkifni&ir IV'' 
Director
Audit D iv is i f t m ^ ’̂ 
Department If Revenue

SUBJECT:

The fo llow ing  is  the information requested your Committee regarding 
House B i l l  328 . During th is  f is c a l year to date, we have issued motor 
fu e l refunds of $2 ,7 6 3 , 1 4 8 .  Of th is  to t a l, the refunds for non-highway 
use of motor fu e l amounts to $ 2 ,4 3 6 , 3 6 9 .  Of th is  la tte r to ta l, 54 per­
cent or $1 ,4 8 1 ,0 00  has been refunded to construction contractors; 26 per­
cent or $707 ,400  has been issued to companies involved in  o i l  exploration 
and 9 percent or $247 ,900 has been refunded to companies involved in  the 
logg ing industries . As the work on the p ip e lin e  continues to increase 
during th is  year and next year, the percentage and amount of refunds to 
construction companies should increase dram atica lly . For calendar years 
1975 and 1976 we antic ipate  to ta l po ten tia l non-highway use refunds of 
$5 , 0 0 0 , 0 0 0 .
Also, included in  Section 4 3 .4 0 . 0 3 0  is  a refund provis ion for fu e l purchased 
in  Alaska and used in  a fore ign country. The prime user of th is  provision 
has been the White Pass and Yukon R a ilroad . The refunds issued for the past 
three years, based on fo re ign usage of fu e l is  as fo llow s : FY 1972-73 ,
$ 5 0 ,7 00 ;  FY 1973-74 ,  $ 28 ,0 00 ;  and FY 1974 -75 ,  $32 ,800 .
Should your Committee desire any further information regarding th is  b i l l ,  
please fe e l free to contact me.

GLJ/bjm



The Leg is la tu re  o f  the State o f  Alaska 
FISCAL NOTE

F i r s t  Sess ion -  Ninth L e g i s l a t u r e

REQUEST
B i l l  NO.  HB 328_______________
T i t le : Repeal Refund of l-'oto
Requested by: Jim Rhode
Return Date Requested:_____
Agency; Budget and Management Program

FISCAL DETAIL
Budget Request U n it(s ) Affected:
A. EXPENDITURES: (Thousands of d o lla rs )

OBJECT
100 PERSONAL SERVICES 
200 TRAVEL
300 CONTRACTUAL 
4 00 COMMODITIES
500 EQUIPMENT

LAND :tructures
CLAIMS, ETC

TOTAL

RECEIPTS (Thousands o f d o lla rs )

GENERAL FUND 
FEDERAL FUNDS

PERMANENT/TEMPORARY

I I I .  ANALYSIS (See F isca l Note Preparation In s truc t ions , Section I I I )  

Sec attached narrative analysis.

IV. ATTACHMENT,

PREPARED BY
Carl M. Gonder, Budget Analyst

Leg is la t ive  Finance 
Budget and Management
Prime Sponsor (F irs t Leg is la to r Named)



Pro j ec t ed  revenues received due t o  the abol i shment o f  the s i x  cen*' o f f -  
highway use refund were taken f rom Table V I I  in the a t tached paper dea l ing 
with t r an spo r t a t i o n  taxes .  The assumptions and methodology used to  es t imate 
these r ece i p t s  are exp l a ined in the paper .  Total  c o l l e c t i o n s  over  the next 
three f i s c a l  year s  due to abol i shment o f  the refund would amount to $ 7 , 7 6 7 , 5 0 0 .
My i n t e r p r e t a t i o n  o f  HB 328 suggests tha t  l e g i s l a t i v e  i n t en t  i s  f o r  the con t inu ­
a t i on  o f  the f o u r  cent nonpropu l s i ve marine f ue l  exemption.  I f  t h i s  were not 
the case,  the S ta te  could r e a l i z e  add i t i o na l  revenues f o r  the next th ree f i s c a l  
ye a r s  o f  $ 283 , 800 ,  $311 , 500 ,  and $358 , 200  r e sp e c t i v e l y .  This  would t o t a l  
'*953,500 f o r  these t h r ee  yea r s .
The ma j o r i t y  o f  the increased revenues would be paid by genera l  and spe c i a l t y  
c on t r a c t o r s  who opera te  con s t ru c t i o n  type equipment. I t  i s  p o s s ib l e  t ha t  some 
con t r a c t o r s  who have a f i x ed  p r i ce  l ong- te rm con t ra c t  could s u f f e r  a sma l l e r  
p r o f i t  f rom t n e i r  con t rac t  due to increased fue l  expenses.  There seems l i t t l e  
reason to be l i e ve  t ha t  t h i s  l e g i s l a t i o n  would pose any d i s c r im ina t o r y  advantage 
o r  disadvantage on Alaskan vs.  ou t s i de  owned con t r ac t i ng  f i rms .
I t  i s  a l s o  p oss ib l e  t ha t  a few Alaskan companies t ha t  a r e  engaged in i ndu s t r i e s  
tha t  compete with ou t s i de  companies f o r  the same market cou ld s u f f e r  dec l i nes  
in the compet i t i ve posture and thus ,  s a l e s  due to inc reased f ue l  expenses.  A 
po ss i b l e  example o f  t h i s  s i t u a t i o n  might be the l ogging i ndus t r y .
A macro view o f  the e f f e c t s  o f  t h i s  l e g i s l a t i o n  i s  t h a t  c on t r a c t o r s  and i ndus t ­
r i e s  c u r r e n t l y  en j oy ing the s i x  cent re fund would pass the increas* d fue l  
expenses a long to t h e i r  customers through increased p r i c e s .



S t a t e  o f  A l a s k aM E M O R A N D U M

TO; F rede r ick  P .  Boetsch
Deputy Commissioner, Taxat ion 
Department o f  Revenue

y ,  X  , . j y  h
from. ' Cnry L> jonk in s  

D i r e c to r  
Audit D iv is ion

DATE: 
FILE NO: 

TELEPHONE NO: 
SUBJECT: House B i l l  323

Alaska Sta tu ta Section A3.40.030 provides t h a t ,  with the except ion o f  f u e l  
oo ld  f o r  using snow machines the person in  e n t i t l e d  f o r  a re fund o f  s i x  
cents a  g a l l on  i f  the fo l l ow ing  condi t ions a re  n e t :

1 .  the ta x  has been pa id ;
2 .  the f u e l  l a  not av ia t ion  f u e l  o r  motor f u e l  used i n  on engine
to  p rope l  a boat o r  w a t e r c r a f t ,  inc luding motor f u e l  which nay be 
used f o r  heat ing nnd cooking aboard boats and w a t e r c r a f t ;
3 .  the i n t e r n a l  combustion engine ia  not used in  o r  i n  con junct ion
with a motor v eh ic le  l icensed to  be operated on the pub l i c  highway
system.

Ti l l s  sec t ion  goes on ,  a l s o ,  t o  p rov ide that the tax nay be refunded f o r  
raotor f u e l  which i 3  used in  a fo re ign  country on which the duty i s  paid 
whon the f u e l  i 3  s o ld  i n  Alaska f o r  non-highway use in  a f o r e ig n  count ry .
House B i l l  323 w i l l  e l im inate a l l  p rov is ion s  in  the motor f u e l  tar: s t a tu te  
r e l a t i n g  to f i l i n g  any kind o f  a c la im f o r  re fund .  I f  the in t en t  i a  to  
remove the refund f o r  a non-highway use , i t  would appear p e r t in en t  tha t  the 
sp e c i f i c  p rov is ions  prov id ing f o r  t h i s  be removed and not the whole re fund­
ing process {sections. An example o f  problems that t h i s  could c rea te  would 
be in  the instance where a taxpayer had purchased f u e l  a t  e igh t  conts a 
g a l l o n  and a c tu a l l y  used the f u e l  i n  a marine app l ic a t i on  in  which the tax 
i s  on ly  f o u r  cent3 a g a l l o n .  I f ,  I n  f a c t ,  the sect ions  r e l a t i n g  to  re fund 
were e n t l r o l y  d e le te d ,  there would be no s t a tu to ry  language p rov id ing f o r  
re funding to  a person who had been o r i g i n a l l y  improper ly taxed. A fu r t h e r  
complicat ion would n r i s o  with fuel , so ld in  A laska, which i a  to  be U3 ed 
p r im a r i l y  out o f  Alaska by a fo re ign  u so r .  A prime example o f  th in  would 
be the f u e l  oo ld  to  the White Pa33 and Yukon Ra i l r o ad  i n  A laska .  I t  would 
appear t o  me tha t  perhaps the d r a f t e r s  o f  th i s  B i l l  had not an t ic ipa ted  
th i s  type o f  a problem, <as  I  would thinlc they would not want to  de le te  th i s  
type o f  a p o t e n t i a l  re fund .
The re funds issued f o r  the l a s t  two years ara as f o l l ow s ;

F i s c a l  Year 1973 
F i s c a l  Year 197A

$1 ,342 ,225 
$1,493 967

For F i s c a l  Year 1973-197A the non-highway refunds were $1 ,016 ,362  and 
$ 1 , 1 4 4 ,4 4 5 ,  r e sp e c t i v e ly .



F r e d e r i c k  P. B o e t s c h

A p r i l  2, 1975

P a g e  T w e

For F i s c a l  Year .1975, to date , we have issued refunds In  the amount o f 
$2 ,4 1 4 ,1 19 ,  of which $1 ,826 ,174 were f o r  non-highways. On a s t r a ig h t  
l i n e  progression that would mean we should have t o t a l  p o t e n t i a l  refunds 
f o r  F i s c a l  Year .1975 o f  a minimum of $3 ,621 ,179 o f  which $2 ,739 ,261  were 
f o r  non-highways.
Obviously , the m a jo r i t y  o f  the refunds in the increase which we see r e l a t e  
to the p ipe l ine  ope ra t ions .  I t  would be extremely d i f f i c u l t  to p ro je c t  the 
t o t a l  amount o f  refunds which may be issued in the next two yea rs ,  hut taking 
in to  cons idera t ion  the enormous s ice o f  the p r o j e c t ,  i t  would appear to be 
w e l l  w ith in  the p o s s i b i l i t y  that the refunds might approach $6 ,000 ,000 cr 
more a y ea r ,  o f  which approximately $5 ,000 ,000 were f o r  non-highways.
GLJ/bj m
cc: R. J), Stevenson



The Leg is la tu re  of the State o f Alaska 
FISCAL NOTE

F irs t Session - Ninth Legis lature

REQUEST
B i l l  No.   MB 328_____________________________________________
T i t le : Repeal Refund of Motor Fuel Oil Tax__________
Requested by: Jim Rhode___________________________________
Return Date Requested:__________________________________
Agency; Budget and Management_________________ Program

Date

FISCAL DETAIL
Budget Request U n it(s ) A ffected :____________A. EXPENDITURES: (Thousands o f d o lla rs )

OBJECT
100 PERSONAL SERv'T^S
200 TRAVEL _________________
300 CONTRACTUAL__________
^00 COMMODITIES

TRUCTURES
700 ORANTS CLAIMS, ETC

TOTAL

B. RECEIPTS (Thousands of d o lla rs )

GENERAL FUND
FEDERAL, FUNDS
OTHER

PERM A N E N T/TEMPO RARY

I I I .  ANALYSTS (See F isca l Note Preparation In s truc tions , Section I I I )  

See att .ed narrative analysis.

IV . ATTACHMENTS 2

PREPARED BY

Carl M. Gonder, Budget Analyst

L e g i s l a t i v e  F i n a n c e  

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  ( F i r s t  L e g i s l a t o r  N a m e d )

O rig in a l
c c  ;



Pro j ec t ed  revenues received due to  the abol i shment o f  the s i x  cent  o f f -  
highway use refund were taken f rom Table VI I  in the a t tached paper dea l i ng 
with t r a n s po r t a t i o n  taxes .  The assumptions and methodology used to es t imate 
these r e ce i p t s  a re  exp la ined in the paper .  Total  c o l l e c t i o n s  over  the next 
th ree f i s c a l  yea r s  due to abol i shment c f  the re fund would amount to $ 7 , 7 6 7 , 5 0 0 .
My i n t e r p r e t a t i o n  o f  HB 328 suggests t ha t  l e g i s l a t i v e  i n t en t  i s  f o r  the cont inu­
a t i on  o f  the f o u r  cent nonpropu l s i ve  marine f ue l  exemption.  I f  t h i s  were not 
the case,  the S ta te  could r e a l i z e  add i t i o na l  revenues f o r  the next t hree  f i s c a l  
year s  o f  $283 , 800 ,  $311 , 500 ,  and $358 , 200  r e s p ec t i v e l y .  This would t o t a l  
$953 , 500  f o r  these three yea r s .
The ma j o r i t y  o f  the increased revenues would be paid by genera l  and s p e c i a l t y  
c on t r a c t o r s  who operate cons t ruc t ion  type equipment. I t  i s  p o s s i b l e  t ha t  some 
con t r a c t o r s  who have a f i x ed  p r i ce  l ong- te rm con t rac t  cou ld s u f f e r  a sma l l e r  
p r o f i t  f rom t h e i r  c on t r ac t  due to increased f ue l  expenses.  There seems l i t t l e  
reason to  be l i e ve  tha t  t h i s  l e g i s l a t i o n  would pose any d i s c r im ina t o r y  advantage 
o r  disadvantage on Alaskan vs.  ou t s i de  owned con t ra c t i ng  f i rms .
I t  i s  a l s o  p os s i b l e  tha t  a few Alaskan companies t ha t  a r e  engaged in i ndu s t r i e s  
tha t  compete with ou t s i de  companies f o r  the same market could s u f f e r  d ec l i nes  
in the compet i t i ve posture and thus ,  s a l e s  due to increased f ue l  expenses.  A 
po ss i b l e  example o f  t h i s  s i t u a t i o n  might be the logging i ndus t r y .
A macro view o f  the e f f e c t s  o f  t h i s  l e g i s l a t i o n  i s  t ha t  c on t r a c t o r s  and indus t ­
r i e s  c u r r e n t l y  en j oy ing the s i x  cent re fund would pass the increased f ue l  
expenses a long to t h e i r  customers through increased p r i c e s .



M E M O R A N D U M S t a t e  o f  A l a s k a

T0; F rede r ick  P. boetacb.
Deputy CoEmisnioner, Taxat ion 
Department o f  Revenue FILE NO

date: A p r i l  2 ,  1975

TELEPHONE NO
FROM: Gary L .  Jenkins SUBJECT: House B i l l  323

D i re c to r  
Audit D iv is ion

Alaska Statute Section A3.AO.030 provides th a t ,  with the exception o f  f u e l  
s o ld  f o r  using snow machines the person i s  e n t i t l e d  f o r  a re fund o f  s i x  
cents a  g a l l on  i f  the fo l l ow ing  condit ions a re n e t ;

1 .  the ta x  has been pa id ;
2 .  tho f u e l  i 3  not av ia t ion  f u e l  o r  motor f u e l  used in  on engine
to  p rope l  a boat o r  w a t e r c r a f t ,  inc luding no to r  f u e l  which nay be 
used f o r  heat ing and cooking aboard boats and w a te rc ra f t ;
3 .  the i n t e r n a l  combustion engine i s  not used in  o r  i n  con junct ion
with a notcrr v eh ic l e  l icensed t o  be operated on the pub l ic  higbvray
system.

Ti l l s  sec t ion  goe3 on , a l s o ,  to  p rov ide that t ..a tax nay be refunded f o r  
no to r  f u e l  which ±3 used in  a fo re ign  country on which the duty i s  paid 
when the f u e l  i s  so ld  i n  Alaska f o r  non-highway use in  a f o re ig n  country .
House B i l l  323 w i l l  e l im inate  a l l  p rov is ions  in  tho n o to r  f u e l  tax s ta tu te  
r e l a t i n g  to f i l i n g  any kind o f  a c la im f o r  re fund . I f  the in ten t  i s  to 
remove the refund f o r  a non-highway U3e, i t  would appear pe r t inen t  tha t  the 
s p e c i f i c  p rov is ions  prov id ing f o r  t h i s  be removed and not the whole re fund­
ing process sections*. An example c £ problems that t h i 3  could c rea te  v/euld 
be in  the instance where a taxpayer had purchased f u e l  a t  e igh t cents a 

. g a l l on  and a c tu a l l y  used the f u e l  i n  a marine app l ic a t i on  in  v;hich the tax 
i i s  on ly  f o u r  cents a g a l l o n .  I f ,  i n  f a c t ,  the sect ions r e l a t i n g  to  refund 

f were e n t i r e l y  d e la ted ,  the rs  would be no s ta tu t o ry  language prov id ing f o r  
"'“ re funding to a person who had been o r i g i n a l l y  improper ly taxed. A fu r th e r  

complicat ion would a r i s e  with f u e l  so ld  in  Alaska , which 13 to be used 
p r im a r i l y  out o f  Alaska by a fo re ign  u se r .  A prime example o f  th i 3  would
be the f u e l  oo ld to  the White Pass and Yukon Ra i l road  :Ln A laska .  I t  would
appear to  me tha t  perhaps the d r a f t e r s  o f  th i s  B i l l  had not an t ic ipated 
th i s  type o f  a problem, as I  would th ink they would not want to  de le te  th i s  
type o f  a p o t e n t i a l  re fund .
The re funds issued f o r  the l a s t  two years are .as f o l l ow s :

F i s c a l  Year 1973 $1 ,342 ,225
F i s c a l  Year 1974 $1 ,493 ,967

For I-’ i o c a l  Year 1973-1974 the non-highway refunds were $1 ,016 ,862  and 
$1 ,1 4 4 ,4 45 ,  r e sp e c t i v e ly .



F r e d e r i c k  P. B o e t s c h

A p r i l  2, 1975

P a g e  T w o

For F i s c a l  Year 1975, to date ,  we have issued refunds in  the amount o f  
$2 ,414 ,119 ,  o f  which $1 ,826 ,174 were f o r  r.on-highways. On a s t r a ig h t  
l i n e  progression Lhnfc would moan we should have t o t a l  p o t e n t i a l  refunds 
f o r  F i s c a l  Year .1975 o f  a minimum of $3 ,621 ,179 o f  which $2 ,739 ,261  were 
f o r  non-highways.
Obviously , the m a jo r i t y  o f  the refunds in the increase which we see r e l a t e  
to the p ipe l ine  ope ra t ions .  I t  would be extremely d i f f i c u l t  to p ro je c t  the 
t o t a l  amount o f  re funds which may be issued in the next two yea rs ,  but taking 
in to  cons idera t ion  the enormous s i t e  o f  the p r o j e c t ,  i t  would appear to be 
w e l l  with in the p o s s i b i l i t y  that the refunds might approach $6 ,000 ,000  or 
more a yea r ,  o f  which approximately $5 ,000 ,000 were f o r  non-highways.
GLJ/bjm
c c : R. ]). Stevenson
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Introduced: 3/24/75
Referred: State A ffa irs  and 
Finance

IN THE HOUSE BY THE FINANCE COMMITTEE

HOUSE BILL NO. 3 2 a 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act e n t it le d : "An Act repea lin g  the refund prov is ions o f the motor

fue l o i l  tax ; and p rov id ing  fo r an e ffec t ive  date."

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43, *40. 030 - 43.40.Q80 are repealed.

* Sec. 2. This Act takes effect immediately in  accordance w ith AS 01 .10 .- 

H70(c) .

HB 328



BY THE STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO

IN THE LEGISLATURE OF THE STATE OF ALA,
NINTH LEGISLATURE - FIRST SESSION

A BILL
"An Act r e l a t i n g  to the re fund p rov is ions  o f  the motor 
f u e l  o i l  ta x ;  anu prov id ing f o r  an e f f e c t i v e  date ."

ATURE OF THE STATE OF ALASKA3E IT ENACTED BY THE LEGI

amended to readect iou 1. AS
(a )  Exoant as spec i f ied  in  sec. 10 ( j ) o f  th i s  chapter,  a person 

who uses motor f u e l  to operate an in t e rn a l  combustion engine i s  e n t i t l e d  
to a refund o f  s ix  cents a ga l l on  on the f i r s t  10,000 ga l lons  o f  motor
f u e l  pureh-o',' ' each f i s c a l  year i f

( i )  the tax on the motor f u e l  has been paid

in an engine to p rope l a  boat o r  w a te rc ra f t ,  inc lud ing motor fu e l  which 
may be used f o r  heating and cooking aboard boats and wa te rc ra f t ;  and

(3 )  the in t e r n a l  combustion engine is  not used in or  in eon-
Uncklon With a motor veh ic le  l icensed to be operated on public ways

Sec. 2 .  AS *13.*)O.O30 i s  amended by adding a new
(d) Except as provided in sec. 1 0 ( j )  o f  th i s  chapter, a person 

who uses motor f u e l  to operate an in te rn a l  combustion engine in the 
development and production o f  renewable resources in the s ta te  is  
e n t i t l e d  to  a refund o f  s ix  cents a g a l l on  on the t o t a l  amount o f  fu e l
used i f

the motor f u e l  i s  not av ia t ion  f u e l  or motor f u e l  used
in  an engine to p rope l  a boat o r  w a te rc ra f t ,  inc luding motor f u e l  which 
may be used f o r  heating and cooking aboard boats and wate rc ra f t ;  and

- 1 -  CSHB 328



as®s®gas2E

(3) the in te rn a l combustjon engine is  not used in  or in  

conjunction w ith a motor veh ic le  licensed to be operated on pub lic  ways, 

* Sec. 3. This Act takes effect July 1, 1975.

CSKB 328 - 2 -
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JAY S. HAMMOND, Governor

W K P A I I T ^ B K X T  O F  K K V K M  E
OFFICE OF THE COMMISSIONER POUCH S - IUNEAU 93801 

A p r il 2, 1975

%
n ,

The Honorable W illiam  Parker 
Chairman
House State A ffa irs  Committee 
Alaska State Legislature 
State Capitol 
Juneau, Alaska

Re: House B i l l  No. 328

Dear Mr. Parker:

House B i l l  No. 328, an Act repealing the refund provisions of the motor 
fue l o i l  tax , was introduced on March 24, 1975 and was referred to the House
State A ffa irs  and Finance Committees.

At your request for the consideration of the House State A ffa irs  Committee, I  am 
enclosing a copy of a f is c a l note and memorandum from Gary L. Jenkins, D irector,
Audit D iv is io n , Department of Revenue concerning motor fue l o i l  tax refunds
which would be elim inated by the provisions of House B i l l  No. 328.

Mr. Jenkins w i l l  appear at the meeting of the House State A ffa irs  Committee 
on A p r il 2, 1975 at 1:00 p.m. to answer questions on the m ateria l submitted 
concerning the subject le g is la t io n .

Very tru ly  yours,

R. D, Stevenson 
Special Assistant

RDS: eh

cc: Gary L. Jenkins
D irector, Audit D iv is ion

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



M E M O R A N D U M S t a t e  o f  A l a s k a

FROM:

Hugh Malone 
Chairman
House Finance Committee

Gary L. Jenld'
Directo r  
Audit D iv is ion ’  
Department pf Revenue

DATE 
FILE NO 

TELEPHONE NO 
SUBJECT

Apr i l  10, 1975

The fo l low ing  i s  the in fo rmation requested by your Committee regarding 
House B i l l  328. During th is  f i s c a l  year to date , we have issued motor 
fu e l  refunds o f  $2 ,763 ,148 .  Of th is  t o t a l ,  the refunds f o r  non-highway 
use o f  motor f u e l  amounts to $2 ,436 ,369 .  Of th is  l a t t e r  t o t a l ,  54 per­
cent or $1 ,481 ,000 has been refunded to construct ion cont rac to rs ;  26 per ­
cent or $707,400 has been issued to companies involved in o i l  exp lorat ion 
and 9 percent o r $247,900 has been refunded to companies involved in  the 
logging indus t r ie s .  As the work on the p ipe l ine  continues to increase 
during th is  year and next y e a r , the percentage and amount o f refunds to 
construction companies should increase d ramat ica l ly .  For calendar years 
1975 and 1976 we an t ic ipa te  t o t a l  p o ten t i a l  non-highway use refunds of 
$5 ,000 ,000 .
Also, included in  Section 43 .40 .030 i s  a refund p rov is ion f o r  f u e l  purchased 
in  Alaska and used in a fo re ign  country . The prime user of th is  p rov is ion 
has been the White Pass and Yukon Ra i l road .  The refunds issued f o r  the past 
thr'.e years ,  based on fo re ign  usage o f  f u e l  i s  as fo l l ow s :  FY 1972-73,
$50,700; FY 1973-74, $28,000; and FY 1974-75, $32,800.
Should your Committee des i re  any fu r th e r  information regarding th is  b i l l ,  
p lease f e e l  f r e e  to contact me.


