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"An Act ralati to the Alaska clpal Bonel Bank Authority;
effective date -y °

COMMITTEE REPORT

2/12/76 HOUSE

Mr. Speaker:

N
The Commj ttee on FINANCE has had HB 67

under consideration. A Majority of the members of the Cornu it tee
() recommends it DO PASS
() recommends it DO NOT PASS
() recommends it DOPASS WITHATTACHED AMENDMENT(S)
Ve A r A~
("A) recommends it BE REPLACED WITH CS FOR --w<17°Y AND THAT

4 -CS FOR /o ATT DO PASS

() ™and™ recommends it BE REFERRED TO THE

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

Members signing the Majority report:
<r L. t - 1

0

Members NCf concurring in the Major!lty report:
/A r\ t
recommends:
recommend s :
recommend s:
recommends:
recommends:
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- Cha irman



20

21

22

23

24

25

26

27

28

29

Introduced: 1/30/76
Referred: Community &
Regional Affairs and Financ

BY THE RULES COMMITTEE BY

IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 674
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION

A BILL

For ar. Act entitled: "An Act relating to the Alaska Municipal Bond Bank

Authorityj and providing for an effective date."

IT ENACTED BY THE LEGISLATURL OF THE STATE OF ALASKA:

* Section 1. AS 44.58.060 is amended to read:

Sec. 44.58.060. COMPENSATION AND EXPENSES. The directors of the
bond bank authority shall serve without compensation, but the bond
bank authority shall reimburse 1its directors for actual expenses
necessarily incurred in the discharge of their duties. Notwithstanding
any other law, an officer or employee of the state need not [SHALL] for—
feit his office or employment or [AND] any benefits by reason of his
acceptance of appointment to the office of director of the bond bank
authority.
Sec. 2. AS 44.58.170(b) is amended to read:

(b) To the the extent that any department or agency of the state
[THE COMMISSIONER OF REVENUE] 1is the custodian of money payable to a
municipality, at any time after written notice to the department or
agency head [HIM] from the bond bank authority that the municipality
is in default on the payment of principal or interest on municipal
bonds of the municipality then held or owned by the bond bank authority,
che department or agency [COMMISSIONER OF REVENUE] shall withhold the
payment of that money from that municipality and pay over the money to
the bond bank authority for the purpose of paying principal of and

Interest on bonds of the bond bank authority [UNTIL THE AMOUNT OF THE

PRINCIPAI OR INTEREST THEN DUE AND UNPAID HAS BEEN PAID TO THE BOND
-1- HB 674
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BANK AUTHORITY, OR UNTIL THE COMMISSIONER OF REVENUE HAS BEEN ADVISED

THAT ARRANGEMENTS, SATISFACTORY TO THE BOND BANK AUTHORITY, HAVE BEEN

MADE FOR THE PAYMENT OF THE PRINCIPAL AND INTEREST].

* Sec. 3. AS M .58.270(h) is amended to read:

(h) Al

amounts received on account cf money appropriated to the

reserve fund referred to in (a)(3) of this section shall be held tnd

applied in accordance with (b) of this section; however, at the end of

each fiscal year, if the amount in the reserve fund is in excess of be

required debt
come received

which exceeds

year shall be:

* Sec. 4. This

10.070(c).

service reserve, any amount representing earnings or in—
on account of money appropriated to the reserve f ;nd

tho operating expenses of the authority for that fiscal
transferred to the general fund of the state.

Act takes effect immediately in accordance with AS 01.-



Original sponsor: Rules Committee by
reouest of the Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOP, HOUSE BILL NO. 67A
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
"or an Act entitled: "An Act relating to the Alaska Municipal Bond Bank
Authority; and providing for an effective date.”’
3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
Section 1. ®mAS AJ;.58.060 *s amended to read:

Sec. Al1J.5G.0GO. COMPENSATION AND EXPENSES. The directors of the
bond bank authority shall serve without compensation, but the bond bank
authority shall reimburse its directors for actual expenses necessarily
incurred in the discharge of their duties. Notwithstanding any other
law, an officer or employee of the state need not [SHALL] forfeit hiss
office or employment rr [AL.'D] any benefits by reason of his acceptance
of appointment to the office of director of the bond bank authority.

n Sec. 2. AS -vi.’8.170 ir amended to read:

Sec. AA_.58.170. LOANS TO POLITICAL SUBDIVISIONS, (n) The bond
bank authority, to carry out the purposes and policies of this chapter,
may lend money to municipalities through the purchaae by the bond bank
authority of municipal bonds of municipalities, notwithstanding a hore
rule charter provision requiring public sale by a municipallty of 1its
muni dual bonds, a municipality may sell Its mr.-Iclraj bones to the hnr
bank authority at a negotiated, private rale. The bond bank authority,
for this purpose, may issue its bonds and notes payable solely from thec-
revenues or funds available to the bond bank authority for such payment
and may otherwise assist municipalities as provided in this chapter.

(b) Notwithstanding any provision of lav:, to [TO] the extent that
any department or agency of the state [THE COMMISSIONER OF RKVINHKj 1is

-1- CSHB G7A
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the custodian of money payable to a municipality, at any time after

2 written notice to the department or~agency head [HIM] from the bond bank
3 authority that the municipality ic in default on the payment of princi—
4 pal or interest on municipal bonds of the municipality then held or

S owned by the bond bank authority, the department or agency [COMMISSION! 1
6 OF REVENUE] shall withhold the payment of that money from that municipal!
7 ty and pay over the money to the bond hank authority for the purpose of

0 paying principal of and interest on bonds of the bond bank authority

9 [UNTIL THE AMOUNT OF THE PRINCIPAL OR INTEREST THEN DUE AND UKPATp HAS

10 BEEN PAID TO THE BOND BANK AUTHORITY, OH UNTIL THE COMMISSIONER OF

n REVENUE HAS BEEN ADVISED THAT ARRANGEMENTS, SATISFACTORY TO THE EON!)

L BANK AUTHORITY, HAVE BEEN MADE FOR THE PAYMENT OF THE PRINCIPAL AND

B INTEREST].

4 5 Sec. 3* AS AA_.53.270(h) is amended to read:

(h) All amounts received on account of money appropriated to the
reserve fund referred to in (a)(3) of this section shall he helu and
applied in accordance with (b) of this section; however, at tho end of

B each fiscal year, if the amount In the reserve fund Is in excess of the
9 rouulred debt service reserve, any amount representing earnings or
2 income recej ed on account of money appropriated to the reserve fund
2 v/hich exceeds the operating expenses of_the authority for that JTlbcal
2 year shall be transferred to the general fund of the state.
” * Sec. A. This Act takes effect immediately 1in accordance with AS f1.10.-
24
070(c).
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76
7
3
"V
USED ClA -2-



. 0
|0n AUDIT DIVISION
I £ POUCHY/— ALASKA OFFICE BUILDING
I

I FINANCE DIVISION

TBM5 IJEGBSJLATUBGE | POUCHWF— SLOECRIOL

/
BUDGET AND AUDIT COMMITTEE JUNEAU 99801

April 8, 1976

MEMORAND UM

TO: The Honorable Kay Poland
Senate Finance Committee

FROM: Milton B. Barkerif>
Fiscal Analyst
Legislative Finance Division

SUBJECT: SCS CSlIB 674

In response to your request, | have reviewed Sc3 CSHB
674. The Governor's letter explains the previsions contained
in the original bill. The additional Tanguage in lines

23-25 on page- 1 of the bill was added in CSHB 674 Dby the House
Finance Committee at the suggestion of the City and Borough
of Juneau.

Only Sec. 4 of the bill raises any questions. The
instrumentalities established under this new Chapter 59 would
be able to issue debt for the provision of municipal facilities
and services as enumerated in AS 29.48.030 (attached) without
securing voter approval as is required by AS 29.58. 168 for all
municipal general obligation bonds.

MBB: pw
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Iriglnal"sponsor:" Rules Committee by . Offered: <1/7/76
request of the Oovernor Referred: Finance
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.T2EK LKSpIJSE-ATI'KE by the community and
FN THE HOUSE " t‘ﬂrZIAn~A»Jf~.ﬂrﬁE‘S REGIONAL HiT~".17.Z COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 67“
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - SECOND SESSION

ﬁ A BILL 7
For an Act entitled: "An Act relating to the Alaska Municipal Bond Bank
Ire-i~~ - "Authority; its" "obligations issued on behalf of municl-

emm\/::" |- ipalities;"and providing for an effective date."”

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
_# .Section 1. AS <14.58.060 is amended to read:

Sec. 44.58.060. COMPENSATION AND EXPENSES. The directors of the
mbond bank authority shall serve without compensation, but the *ond bank
authority shall reimburse its directors for actual expenses necessarily
Incurred in the discharge of their duties. Notwithstanding any other
law, an officer or employee of the state need not [SHALL] forfeit his
office or employment or [AND] any benefits by reason of his acceptance
of appointment to the office of hirector of the.bond bank authority.

* Sec. 2. AS 44.58.170 is amended to read:

Sec. 44.58.170. LOANS TO POLITICAL SUBDIVISIONS. (a) The bond
bank authority, to carry out the purposes and policies of this chapter,
may lend money to municipalities through the purchase by the bond bank
authority of municipal bonds of municipalities. Notwithstanding a hone
rule charter provision requiring public sale by a municipality 01 its
municipal bonds, a municipality may sell its municipal bonds to the bond
bank authority at a negotiated, private sale. The bond bank authority,
for this purpose, may 1issub its bonds and notes payable solely from the
revenues or funds available to the bond bank authority for such payment
and may otherwise assist municipalities as provided in this chapter.

(b) Notwithstanding any provision of law, to [TO] the extent that

-1- SCS CSHB 674



any department or agency of the state [THE COMMISSIONER OF REVENUE] is
the custodian of money payable to a municipality, at any time after
written notice to the department or agency head [HIM] from the bond bank
authority that the municipality is in default on the payment of princi—
pal or interest on municipal bonds of the municipality then held or
owned by the bond bank authority, the department or agency [COMMISSIONER
OF REVENUE] shall withhold the payment of that money from that munici—
pality and pay over the money to the bond bank authority for the purcose
of paying principal of and interest on bonds of the bond bank authority
[UNTIL THE AMOUNT OF THE PRINCIPAL OR INTEREST THEN DUE AND UNPAID HAS
BEEN PAID TO THE BOND BANK AUTHORITY, OR UNTIL THE COMMISSIONER OF
REVENUE HAS BEEN ADVISED THAT *ARRANGEMENTS, SATISFACTORY TO THE BOND
BANK AUTHORITY, HAVE BEEN MADE FOR THE PAYMENT OF THE PRINCIPAL AND
INTEREST].

* Sec. 3- AS M."58.270(h) is amended to read:

(h) AlIl amounts received on account of money appropriated to the
reserve fund referred to in (a)(3) of this section shall be held and
applied in accordance with (b) of this section; however, at the end of
each fiscal year, if the amount in the reserve fund is in exct©ss of the
required debt service reserve, any amount representing earnings or
income received on account of money appropriated to the reserve fund
v/hich exceeds the operating expenses of the authority for that fiscal
year shall be transferred to the general fund of the state.

* See; . AS 29 is amended by adding a new chapter to read:
CHAPTER 59. OBLIGATIONS ISSUED ON BEHALF OF MUNICIPALITIES.

Sec. 29.59.010. AUTHORITY TO ISSUE OBLIGATIONS FOR SPECIFIED
PURPOSES, (a) A home rule or general law municipality may establish
a public corporation or other municipal Instrumentality. This public
corporation or other municipal Instrumentality may issue obligations

cSHB 67~ _2-
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to provide the public facilities and services enumerated in AS 29.78.-
030(a).

(b) The public corporation or other municipal instrumentality
created under authority of (a) of this section shall be created and
operated solely to provide one or more of the public facilities or
services ehumerated in AS 29.78.030(a).

Sec. 5* AS 29.13.100 1is amended by adding a new.paragraph to read:
(37) AS 29.59.0IO (obligations 1issued on behalf of munici—

palities)

* Sec. 6. This Act takes effect immediately in accordance with AS 01.10.

070(c).

-3- SCS CSIHIB 67~
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January 30, 1976

Tho Honorable Hike Bradnor

Speaker of the House g
Alaska State Legislature Nodepl
Juneau, Alaska 99811 . . » ?,V

Dear Mr. Speaker

In accordance with AS 24.30.060(b) and the Uniform Rule3
of the Alaska State Legislature, 1 am transmitting a
bill to make amendments to AS 44.50 relating to the
Municipal Bond Bank Authority.

Section 1 of the bill corrects a clerical error which
persisted through all versions of the bill and which
was eventually enacted as chapter 79 SL7v 75. AS 44.-
58.060 presents a direct conflict with AS 44.58.030
which r.pcni finally provides that the commiesloner of
revenue and the commissioner of community and regional
affairs serve as ex officio directors of the authority.
Surely the intent of the Iru® was not to have the com—
missioner of revenue and the commissioner of community
and regional affairs serve as directors and then forfeit
their offices.

Section 2 provides that where municipal bonds owned by
the authority are in default that any money in the hand3
of a state department or agency which are payable to
the municipality v?ould be instead paid directly to the
authority to pay interest and principal on authority
bonds. Since default on municipal bonds will jeopardize
authority bonds, the provision for direct payment of
money owed by the municipality to the authority is con—
sidered an equitable and efficient means of preventing
a default on authority bonds. The financial advisor and
the prospective underwriter of the Bond Bank Authority
bonds advises that the bond rating services view such a
provision as necessary in the Bond Bank Authority legis—
lation to secure a bond rating of bettor them "medium
grade .M

>\
Section 3 of the Dbill provides that tho earnings on the
reserve fund appropriation by the state which exceed
the authority"s operating expenses must bn transferred
at the end of each fiscal year to the general fund of
the state. This amends the existing provision which



provides that all earnings on state appropriated fund3
must be automatically returned to tho state at the end
of each fiscal year. The provision contemplates that
the authority would fund its operating expenses which
are not directly associated with particular bond issues
from earnings on the state appropriation. Amendment

of the legislation in this regard would indicate to
prospective bondholders that the state is committed to
support the authority. It is contemplated that after
attainment of a reasonable volume of bonds outstanding,
the authority could operate without using earnings on
the state appropriation.

e . .. . emSincerely,

of ,. ®F .V e ,-v.", z
- .' L ]
o ** K

Jay B. Hammond

S. .. Governor i o
* Sl Deve *orr VELVIOL T
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THE CUV AMR'BOROUGH OF JUHEAU

CAPITAL OF ALASKA

155 SOUTH SEWARD ST. JUNEAU, ALASKA 99801

date; February 26, 1976
fite no. Legislature - 1976

sudject: House Bill 674, Alaska Municipal
Bond Bank Authority

The Honorable Hugh Malone, Chairman
House Finance Committee

Alaska State House of Representatives
Pouch V

State Capitol Building

Juneau, Alaska 99811

Dear Representative Malone:

You presently have in your committee House Bill 674 which

would make certain technical amendments tc the Alaska Bond
Bank Authority Bill passed during the first session of the
present legislature. The Assembly of the City and Borough
of Juneau has directed that I request a change be made to

this bill for the reasons set forth below.

The charter of tho City and Borough of Juneau requires that
all general obligation bonds of the municipality be sold at
a public sale. Because the sale of bonds to the Alaska
Municipal Bond Bank Authority ~s not a public (competitive)
sale the City and Borough 1is unable to sell its G.0. to the
Authority. Of course, the Authority was not 1in existence
when the charter restriction was written. Had tne possi—
bility of selling bonds to the state been brought to the
attention of the Charter Commissioners, it is most likely
that an exception to the restriction would have been in—
cluded in the charter. The most expedient means of over —
coming the overly broad scope of the charter restriction
would be for the legislature to authorize all home rule -
municipalities to sell their bonds to the bond bank 1in spite

of any charter restriction requiring a public sale. I have
discussed the problem and this approach to its solution with
Eric Wohlforth who serves as counsel to the Authority. He

agrees that it would be appropriate and desirable to add
language to the present bill which would override such home
rule charter restrictions. Dave Rose, Executive Director of
the Bond Bank Authority informs me that the problem and this
approach to its solution were discussed by the Board of
Directors of the Bond Bank Authority at a meeting held on
February 24, 1976 and the board concurs in%the addition to
the bill of language to override such charter restrictions.
To accomplish this end, | would suggest that the following
sentence be inserted at the end of the last sentence of

AS 44.58.170(a):



The Honorable Hugh Malone -2- February 26, 1976

Notwithstanding a home rule charter-
provision requiring the public sale
by a municipality of its municipal
bonds, a municipality may sell 1its
municipal bonds to the Bond Bank
Authority at a negotiated, private
sale.

Section 2 of House Bill 674 proposes an amendment to

AS 44.58.170(hb). This section of the bill could be changed
to include the amendment to subparagraph (a) of the statute
section;

IT you have any questions relating the requested change,
please do not hesitate to call me at 586-3300. Thank you
for your time and consideration of this matter.

\NT/»N-"vw 4--V*111 tT TTA11V n

Gerald L. Sharp
City/Borough Attorney-

cc: Vice Chairperson Bucholdt,
Members Cowper, Duncan,
Gruening, Guy, Itta,
Naughton and Haugen
Virginia Kline, Mayor, City

and Borough of Juneau

Eric Wolforth, Esquire
Dave Rose

MmLSmmb



§29.-18.030 §29.48.033

Municipal Government

Chapter 48. Powers Applicable to All Municipalities.

Article 2. Facilities, Services and Regulation.

Section Section

30. Municipal facilities and services 35, Regulatory powers
33.Garbage and solid waste sendees 37 Extraterritorial jurisdiction

Sec. 29.48.030. Municipal facilities and services, (a) A munici-
pality may exercise the powers necessary to provide the following
public facilities and services:

streets and sidewalks; o
sewers and sewage treatment facilities;
harbors, wharves, and other marine facilities;
watercourse and flood control facilities;
health services and hospital facilities;
cemeteries; S
police protection and jail facilities;
cold storage plants;
telephone systems;
light, power and heat;
water;
transportation systems;
community centers;
libraries;
recreation facilities;
1C) airport and aviation facilities;
El?i garbage and solid-waste collection and disposal service and
facilities subject to §33 of this chapter; . o
(18) fire protection service and facilities, not in conflict with AS
[1.70.075, but not limited to AS 18.70.075;
19 ﬁark!ng and parking facilities; o
20) housing and urban renewal, rehabilitation and develop-
ment;
(21) preservation, maintenance and protection of historic sites,
buildings and monuments;
(22) consumer protection.
(am §3ch 215 SLA 1975)

Effect of amendment.— The 1075
amendment added "not in conflict

— — — — — —
IR O WO IS TR WM N —

affected by the amendment, it is not
set out,

with AS 18.70.075, but not limited to
AS 1870.075" to the end of paragraph
(18) of subsection (a).

Cited in Girvos v. Kenni Peninsula
Borough, Sup. Ct. Op. No. 1103 (Kile
No. 20JC), 536 P.Zd 1221 (1975).

As the rest of the section was not

Sec. 29.40.033. Garbage and solid waste services.

b)} The council or governing body of any political subdivision
may ?'ot prohibit a person holding a valid certificate from the Alaska
Public Utilities Commission from continuing to collect and dispose



FISCAL NOTE
Second Session - Ninth Legislature
I. REQUEST
Bill No. House Bill 674 N
Title: Alaska Municipal Bond Bank Authority
Requested by: House Finance Committee Date: February 27, 1976
Return Date Requested: March 3, 1976
Agency: Revenue Program: Treasury
I1. FISCAL DETAIL
Budget Request Unit(s) Affected:
A. EXPENDITURES:*" (Thousands of dollars)
0BJECT FY 76 FY 77 Fy 78 FY 79 FY 80 Fy 81
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND # STRUCTURES
700 GRANTS, CLAIMS, ETC.
TOTAL -0- -0- -0- -0- -0- -0-
B. FUNDING: (Thousands of dollars)
GENERAL FUND -0- _0 - -0- -0- -0- -0-
FEDERAL FUNDS
OTHER
C. POSITIONS:
PERMANENT/TEMPORARY / / / / / /
MAN MONTHS (P./T.) / / / / / 7~
I11.  ANALYSIS (See Fiscal Note Preparation Instructions, Section II11)
There are no measurable financial impacts in H.B. 674. There are,
however, several important financial implications 1in this bill and
these are described in the following section-by-section analysis:
(See attached)
IV. ATTACHMENTS
co: Budget and Management
Prime Sponsor (First Legislator Named)
[1/S 50

THE LEGISLATURE OP THE STATE OP ALASKA




H.B. 674 - Alaska Municipal Bond Bank Authority

1. Sec. 44.58.060. The change in this section would
allow the Commissioner of Revenue and Community and Regional
Affairs to remain Directors of the Municipal Bond Bank Authority
without having to forfeit their offices. This change corrects
a typographical error in the original Bond Bank bill.

2. Sec. 44.58.180(h). The changes in this section affects
the treatment of revenue withheld by state agencies when munici —
palities are in default on bonds held by the Municipal Bond
Bank Authority. This section first expands the kind of revenue
that may be withheld to include funds administered by any
department or agency of the State. This would increase the scope
of State fiscal intervention 1ir. the case of default.

Second, it provides for the payment of such funds withheld
to meet debt service on bonds in default. The present statute
requires the Department of Revenue to simply withhold revenue
sharing funds and thus the municipality in default is doubly
harmed by having their revenue sharing funds withheld from them
without any provisicn that they be used to pay debt service.

3. Sec. 44.80.280(h). The change in this section provides
for a clearly identifiable source of income for the Municipal
Eond Bank Authority. This should reduce uncertainty 1in the
minds of potential revenue bond purchasers about how the Authority
can generate operating income. The change provides for the use
of the investment income of the reserve account to fund the
operating expenditures of the Authority with the excess
returning to the general fund. The operating expenses of the
Authority remain limited by budget authorizations. The net
result is not a significant change with respect to the general
fund but there should be an increase in the security value of
the municipal bond bank debt in that its operating income 1is
clearly established.

'Im/1& eueparED v 2 A I 59 . (v
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I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm in,ages on this microform are accurate reproductions
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after microfilm reproductions have been made.

Signature of Camera Operator" Date



d'rne. . QAAsO

Gk U ..,

(fF. 13



10

20

22
23
21
25
26
21
28

29

t

WORK DRAFT COPY WORK DRAFT COPY WORK DRAFT COPY

Original Sponsors: Rules Committee
by Request of the Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 675

IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the tax on'motor fuel for water-
craft; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.40.010(a) is amended to read:
CHAPTER 40. MOTOR FUEL (OIL) TAX.
(a) There is levied a tax of eight cents a gallon on all motor
fuel sold or otherwise transferred wthin the state, except that
(1) the tax on aviation gasoline is four cents a gallon,
(2) the tax on motor fuel used in (ENGINES FOR THE PROPUL-
SIONOF) boats and watercraft of all descriptions is four cents a
gallon(; IF A PERSON CLAIMS AN EXEMPTION FOR NONPROPULSION USE UNDER
THIS PARAGRAPH, HE SHALL SIGN A STATEMENT AT THE TIME OF THE SALE OR
TRANSFER ATTESTING TO THE FACT THAT THE AMOUNT OF FUEL FOR WHICH HE
CLAIMS THE EXEMPTION WILL BE USED ONLY FOR NONPROPUI SION USE ABOARD A
BOAT OR WATERCRAFT), and
(3) the tax . all aviation fuel other than gasoline is two

and one-half cents a gallon.

* Sec. 2. AS 43.40.010(b) is amended to read:
(b) There is levied a tax of eight cents a gallon onall motor
fuel consumed by a user, except that
(1) the tax on aviation gasoljne consumed is four cents a
gallon,
(2) the tax on motor fuel used in (ENGINES FOR THE PROPUL-

SION OF)boats and watercraft of all descriptions is four cents a
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gallon (; IF A PERSON CLAIMS AN EXEMPTION FOR NONPROPULSION USE UNDER
THIS PARAGRAPH, HE SHALL SIGN A STATEMENT AT THE TIME OF THE PURCHASE
ATTESTING TO THE FACT THAT THE AMOUNT OF FUEL FOR WHICH HE CLAIMS THE
EXEMPTION WILL BE USED ONLY FOR NONPROPULSION USE ABOARD A BOAT OR
WATERCRAFT), and

(3) the tax on all aviation fuel oth”r than gasoline
and one-half cents a gallon.

* Sec. 3. AS 43.40.020(b) is repealed.
* Sec. 4. AS 43.40.100(2) is amended to read:

(2) "motor fuel”™ means fuel used in an engine for the
propulsion of a motor vehicle cr (,) aircraft, and fuel used in a boat
or watercraft, or in a stationary engine, machine or mechanical
contrivance which is run (PROPELLED) by an internal combustion motor;
"motor fuel™ does not include (EXCEPT ON CONSIGNMENTS OF MOTOR)

(A) fuel consigned (OIL) to foreign countries,

(B) (EXCEPT MOTOR) fuel (OIL) sold for use in jet
propulsion aircraft operating in flights to foreign countries”

(C) (AND EXCEPT) fuel wused in stationary power plants
operating as public utility plants and generating electrical
energy for sale to the general public® (OR)

(D) fuel wused by nonprofit power associations or
corporations for generating electric energy for resale, or

(E) fuel used by charitable institutions;

*Sec’ 5. This Act takes effect July 1, 1976.

0. CSHB 675



"An Act relating to the tax on motor fuel for watercraft; and providing for
an effective date."

COMMITTEE REPORT

1/730/76 HOUSE

Mr. Speaker: Date__

The Committee on FINANCE has had HB 675

under consideration. A Majority of the members of *he Committee

( Jrecommends it DO PASS

( Jrecommends it DO NOT PASS

( Jrecommends it DOPASS WITHATTACHED AMENDMENT(S)

( yrecommends it BE REPLACED WITH CSFOR AND THAT
CS FOR DO PASS

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

() reports it back WITHOUT RECOMMENI.iAT | ON

() "other"

Members signing the Majority report:

Members NOT concurring in the Major? ty report:

recommends:

recommends:

recommends:

recommends:

recommends :

Cha irman
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IN THE HOUSE - REQUEST OP THE GOVERNOR

HOUSE BILL NO. 675
- 7
IN THE LEGISLATURE OP THE STATE OP ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the tax on motor fuel for v/ater-
eraft; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OP THE STATE OP ALASKA:
s Section i. AS *3.40.010(a) is amended to read:
CHAPTER 40, MOTOR FUEL [OIL] TAX.
(a) There 1is levied a tax of eight cents a gallon on all motor
fuel sold or otherwise transferred within the state, except that
(1) the tax on aviation gasoline is four cents a gallon,
(2) the tax on motor fuel used in [ENGINES FOR THE PROPUL —
SION OF] boats and watercraft of all descriptions, excluding that
motor fuel which is to be used for heating and cooking aboard boat3
and watercraft, 1is eight [POUR] cents a gallon; if a person claims an
exemption for cooking and heating [NONPROPULSION] use under this
paragraph, he shall sign a statement at the time of the sale or
transfer attesting to the fact that the amount of fuel for wiiich he
claims the exemption will be used only for cooking and heating [NON-—
PROPULSION USE] aboard a boat or v/atercraft, but the exemption applies
to no more than 25 per cent of the sale or transfer of motor fuel, and
(3) the tax on all aviation fuel ether than gasoline Is two
and one-half cents a gallon.
* Sec. 2. AS 43.40.010(b) 1is amended to read:
(b) There is levied a tax of eight cents a gallon on all motor

. n v 1 vV -
fuel consumed by a user, except that

(1) the tax on aviation gasoline consumed Is four cents a

1

COMMITTEE COPY. o #3675
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gallon,

(2) the tax on motor fuel used in [ENGINES FOR THE PROPUL-
SION OF] boats and watercraft of all descriptions excluding that mo-jr
fuel used for heating and cooking aboard boats and watercraft, is
eight [FOUR] cents a gallon; if a person claims an exemption for
cooking and heating [NONPROPULSION] use under this paragraph, he shall
sign a statement at the time of the sale or transfer [PURCHASE] attest—
ing to the fact that the amount of fuel for which he claims the exemp—
tion will be used only for cooking and heating [NONPROPULSION] use
aboard a boat or watercrafta bub the exemption applies to no more than
25 per cent of the sale or transfer of motor fuel, and

(3) the tax on all aviation fuel other than gasoline is two
and one-half cents a gallon.

Sec. 3. AS 43.40.020(b) 1is amended to read:

(b) Aperson who claims the heating and cooking [NONPROPULSION]
use fuel taxexemption under sec. 10(a)(2) or sec. 10(b)(2) of this
chapter and who uses a portion of the amount of the exempted fuel for
another purpose is guilty of a misdemeanor, and is punishable by a
fine of not more than $5»000.

Sec. 4. AS. 43.40.100(2) 1is amended to read:

(2) "motor fuel” means fuel used in an engine for the
propulsion of a motor vehicle or [,] aircraft, and fuel used in a boat
or watercraft, or in a stationary engine, machine or mechanical
contrivance which is run [PROPELLED] by an internal combustion motor;
"motor fuel” does not Include [EXCEPT ON CONSIGNMENTS OF MOTOR]

(A) fuel consigned [OIL] to foreign countries,
(B) [EXCEPT MOTOR] fuel [OIL] sold for use in

propulsion aircraft operating in flights to foreign

(C) [AND EXCEPT] fuel used 1in



r>rt

operating as public utility plants and generating electrical

L] . L] - _-'-
w fair  epnergy for sale to the general, public® TOR] tm =yl

A=tV ) . w Ve = A\iS:
(D) fuel used by nonprofit power associations or =

corporations for generating electric energy for resale, or
(E) fuel used by charitable institutions;

* Sec, 5. This Act takes effect July 1, 1976.
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Tha Honorabla Mike Bradner

Speaker of tha Bouse

Alaska State Legislature

Juneau* Alaska 99811

Dear Mr. Speaker:

In accordance with AS 24.30.060(b) and the Unifora Rules
of the Alaska State Legislature, Z an transmitting a
bill to increase the notcr fuel tax for watercraft from
four to eight cents per gallon and to reduce the tax
exemption now allowed for marine fuel used for non-
propulsion purposes aboard watercraft.

The increasing demand for harbor facilities throughout
the state necessitates an increase in this tax. The
marine fuel tax is paid into a special account in the
general fund and is returned to the boater in the form
of appropriations for improved harbor facilities. Most
commercial fishermen and recreational boaters are
already aware of the problems encountered in recent
years in trying to maintain a viable harbor improvement
program in the face of spiraling construction costs
without increases 1in revenues. They are familiar with
over-crowded moorage facilities and long waiting lists.

It is my opinion that there is no basis for exempting
all non-propulsion fuel used aboard watercraft. It is
not difficult for an individual to circumvent the law,
with little chance of being caught, if he wilfully
chooses to do so. A careful analysis of fuel transfer
records shows marked differenjes in the percentage
exempted from area to area, indicating a likelihood

that fuel purchased for non-propulsion purposes 1is used
for propulsion in many instances. Apparently there are
cases of owners exempting large quantities of fuel
during certain periods on the pretense that they are
moored and not using their main propulsion. I do feel
that a reasonable exemption should be granted for diesel
fuel used for cooking and heating since this fuel is
similar to fuel used in households for the same purpose.
By the terms of the bill, up to 25 per cent of a fueling
of diesel fuel may be exempt from tax if it is to be used
for cooking and heating.



Based on historical data and revenae projections, it is
estimated that the legislation proposed would net an
additional $1,300,000 to the Watercraft Fuel Tax Account
in Fiscal Year 1977.

* if m " em
In the last legislative session, the administration
introduced Bouse Bill 306 to change the basic motor
fuel tax from eight to tencents per gallon. The water—
craft fuel tax rate is not affected by Bouse Bill 306.
Bowwver, since the two taxrates are set by the same
section, AS 43.40.010, this billand House Bill 306
could be considered together.

Sincerely,

Jay S. Hammond
Governor



.Fuel " Delivered .FY. 75 33,921,391 gallons
.Fuel Exempted FY 75 6,831,066 gallons
Taxable Fuel "FY/75™. 27,090,327 gallons

FY 75 Tax collected « 27,090,327 x .04 = $1,083,613
Estimated growth FY 75 to FY 77 = 16.3%

Estimated FY 77 tax based on 2<? per gallon increase in tax*0
"27,090,327 x 116.3 x .06 =$1,890,363

o

Estimated FY 77 tax based on elimination of exemptions
33.921.391 x 116.3 x .04 = $1,578,023

Estimated FY 77 tax based on increase plus elimination =
33.921.391 x 116.3 x .Go « $2,367,035 -

Normal increase by FY 77 « $1083,613 x 116.3 = $1,260,242

Increase due to 2£ additional tax = $1,890,363 1,260,242 = .$630;121,

Increase due to elimination $1,578,023 - 1,260,242 => _$317,781

#

Increase due to combination $2,367,035 - 1,260,242 =%$1,106,793



THE LEGISLATURE OF THE STATE OF ALASKA
FISCAL NOTE

Second Session - Ninth Legislature

l. REQUEST
Bill No. House Bill No. 675
Title: Relating to the tax on motor fuel for watercraft
Requested by: House Finance Date: "I

Return Date Requested:

Agency Sept. of Public WorksProgram: Division nf Uatpr and Harhnrc

1. FISCAL DETAIL
Budget Request Unit(s) Affected:Water and Harbors Facilities

A. EXPENDITURES: " (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 Fy 81
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL 1,290.0 1,393.2 1,504.7 1,730.4 1,842.8

400 COMMODITIES

500 EQUIPMENT

600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL

1,290.0 1,393.2 15047 130.4 1,842.8

B. FUNDING: (Thousands of dollars)

GENERAL FUND
FED7HAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPOFARY / ! / / / N
MAN MONTHS (P./T.) / / / e o1y

I11. ANALYSIS (See Fiscal Note Preparation Instructions, Section ill)

It is estimated that the proposed legislirtion will generate the additional revenues
indicated. These estimates are based on historical data and revenue projections as
prepared by the Division of Water and Harbors and Department of Revenue. It is
assumed that the increased revenues will be appropriated to Water and Harbors as a
part of the traditional small boat harbor development program and utilized to com-
plete needed improvements throughout the State.

IV. ATTACHMENTS

1. Worksheet for calculating revenue increases.

V. DATE: February 11, 1976 PREPARED BY: Don Statter. Director
Division of Water and Harbors

Original: Legislative Finance
cc: Budget and Management
Prime Sponsor (First Legislator Named)

H/S 50



FY 1975 FUEL TAX

In 1975 the Marine Fuel Tax generated $1,145000 in revenue. At the present rate
of H per gallon, this indicates that 28.6 million gallons of fuel were taxed.

In addition, records show that an additional 6.8 million gallons were exempted
from the tax on the basis of affidavits signed by the purchaser claiming non-
propulsion use. For purposes of these projections, it is assumed that, in FY 75,
6.1 million gallons of gasoline aid 29.3 million gallons of diesel fuel were
delivered.

GRONTH RATES

Growth rates for marine fuel sales have been estimated at between 6 and 10 percent.
Data available for the first five months of FY 76 shows an increase of approximately
8% which would appear to bear out these predictions. To project current data to

FY 77, an annual rate of 8% appears reasonable.

Beyond 1977, changes could take place that will substantially alter this 8% rate.
A substantial increase should take place toward the end of the decade predicated
on the hoped for fisheries rehabilitation and enhancement programs. This should
be followed by a period of normal growth somewhat moderated by a slowdown in
pipeline activity which should tend to offset the continued growth in recreational
boating.

COOKING AND HEATING EXEMPTION

The proposed legislation sets the maximum allowable diesel exemption at 25%.

Even though this figure may be generous for the larger boats, it is expected that
the full legal exemption will be claimed in most cases. This is based on the
fact that nearly 30% is being exempted at present and the affidavit system does
little to discourage cheating.

PROJECTION TO FY 77

Gas = 6.1 million gallons x8% x 8%x &t = 569,500
Diesel =29.3 million gallons x 8% x 8% x 75% x &t = 2,050,500
Fy 77 FUEL TAX = 2,620,000

ESTIMATED FY 77 TAX BASED ON CURRENT STATUTES = 1,330,000

NET INCREASE $1,290,000
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THE LEGISLATURE OP THE STATE OP ALASKA

FISCAL NOTE

Second Session - Ninth Legislature
REQUEST
Bill NO.  House Bill #675
Title: An Art- rplftt-jng t= the tax on motor fuel for wat-prrraft-,
Requested by: Houre Finance Committee Date :
Return Date Requested:
Agency: Revenue ' Program: Audit

FISCAL DETAIL
Budget Request Unit(s) Affected:

A.  EXPENDITURES: (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS, ETC.

TOTAL None None None None None

B. FUNDING: (Thousands of dollars)

GENERAL FUND None None None None None
FEDERAL FUNDS
OTHER

C. POSITIONS:

0 /o0 10
0 /0 o

PERMANENT/TEMPORARY

0/ 0 /
MAN MONTHS (P./T.) 0/ O /
ANALYSIS (See Fiscal Note Preparation Instructions, Section

N/A

ATTACHMENTS
1. Memo from R. G. Mitchell dated February 5, 1976.

0 070 0/ 0
0 070 0/ O

Fy 81

None

None

o O
NN
o o

1,)

2. Revenue Projections Detail (Form22) MarineFuel Tax assubmitted by the

Audit Division of the Departmentof Revenue forinclusion inRevenue
Document.

Source

3. Statsﬂtical Record for past 5 years on Marijie®Fuel gallons sold or transferred in

DATE: PREPARED

Original: Legislative Finance

CC:

H/S 50

Budget and Management
Prime Sponsor (First Legislator Named)

, Alaska.



THE LEGISLATURE OF THE STATE OF ALASKA e .

) _ FISCAL NOTE
Second Session - Ninth Legislature

REQUEST
Bill No.
Title: Rela~ting to the tax on motor fuel for watercraft
Requested by: Fran Ulmer Date :December 15, 1975
Return Date Requested: December 22, 1975
Agency Public Works Program: Water and Harbors

FISCAL DETAIL
Budget Request Unit(s) Affected: Water and Harbors Facilities

A.  EXPENDITURES: (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 Fy 81
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL 1.107.0 1.185.0 1,305.0 1.376.0 1,466.0
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.
TOTAL 1,107.0 1,185.0 1,305.0 1,376.0 1,466.0
B. FUNDING: (Thousands of dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
C. POSITIONS:
PERMANENT/TEMPORARY / / / / / /
MAN MONTHS (P./T.) 7 1 / / / /
II1.  ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
It is estimated that the proposed legislation will generate the
additional revenues indicated. These estimates are based on
historical data and revenue projections as prepared by Water and
Harbors and contained in their FY 77 Capital Budget Request. It is
assumed that the increased revenues will be appropriated to Water
and Harbors as a part of the traditional small boat harbor development
program and utilized to complete needed improvements throughout the
State.
IV. ATTACHMENTS
1. Water and Harbors Revenue estimated from FY 77 Budget Request.
2. Water and Harbors work sheet for calculating first year revenue
increase.
V. DATE: December 18, 1978>REPARED BY: Don Statter,_ Director
Division of Water and Harbors
Original: Legislative Finance
cc: Budget and Management

H/S 50

Prime Sponsor (First Legislator Named)



Fuel *Delivered FY. 75- 33,921,391 gallons
Fuel Exempted FY 75 6,831,066 gallons
Taxable Fuel "FY. <5 * 27,090,327 gallons

FY 75 Tax collected = 27,090,327 x .04 = $1,083,613
Estimated growth FY 75 to FY 77 = 16.37.

Estimated FY 77 tax bared on 2? per gallon increase
27,090,327 x 116.3 x .06 = $1,890,363

Estimated FY 77 tax based on elimination of exemptions =

33.921.391 x 116.3 x .04 = $1,578,023

in tax-=

Estimated FY 77 tax based on 2<? increase plus elimination =

33.921.391 x 116.3 x .06" = $2,367,035

Normal increase by FY 77 *= $1083,613 x 116.3 = $1,260,242

Increase due to Xj additional tax

Increase due toelimination

$1,890,363 - 1,260,242

$1,578,023 - 1,260,242 =

$630;121

-$317,781

Increase due tocombination = $2,367,035 - 1,260,242 =%$1,106,793



° 22 Explanation 0

SOURCE OF REVENUE - The tax on fuel used in engines for the propul sionrof boats and watercraft is-;
four cents per gallon with an exemption for the portion claimed as being for non-propulsion.® *
Although not a dedicated fund as such, these revenues have traditionally been used to finance the
Water and Harbors construction program. The Marine Fuel Tax account in fthe general fund maintains
the identity of this revenue source and is the financial basis for the Water and ,/arbors budget as
presented herein. Statutory authority-is contained ,n AS 43-+40'." 010-1 00.

The projections presented her? are based on the "FISHERIES™ assumptions contained in the Budget
Instructions. In general, a very nominal growth rate was applied to the period through 1978; a
substantial increase at the end of the decade predicated on the hoped for improvement in climatic
conditions together with the first effects of a rehabilltiation and an enhancement program; followed
by a period of normal growth. These factors are modified by increases in recreational boating, due
to population growth, increased employment, and generally higher wages,’ attributable in part to

pipeline construction. (The latest Marine Fuel Tax Estimate available from the Department of
Revenue is attached for reference purposes.)

1975 Actual 1,100.0 1979 Esti mate 1,485.0
1976 Estimate 1,177.0 1980 Estimate 1,570.0
1977 Esti mate 1,260.0 1981 Estimate 1,660.0
1978 Esti mate 1,350.0 1982 Estimate 1,760.0

BRU. WATER AND HARBORS FACILITIES BRUCODE 13-73-3-03-00-00 REVISED
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THE LEGISLATURE OP THE STATE OP ALASKA «
FISCAL NOTE

Second Session - Ninth Legislature
REQUEST
Bill No. Senate Bill
Title: An Act relating to the tax on motor fuel for watercraft
Requested by: Fran Ulmer, Leg. Asst, to Gov. Date: 12/15/75
Return Date Requested: 12/22/75
Agency: Department of Revenue Program: Audit Division

FISCAL DETAIL
Budget Request Unit(s) Affected:

A.  EXPENDITURES: (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 Fy 81
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS, ETC.

TOTAL

None None None None None None

B. FUNDING: (Thousands of dollars)

GENERAL FUND None None None None None None
FEDERAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPORARY 0/ 0j O0/0O
MAN MONTHS (P./T.) 0/ o010/70

o o
NN
o o
o o
NN
o o

070
0/0

o o
NN
[N )

ANALYSIS (See Fiscal Note Preparation Instructions, Section 1I11)

See attached Revenue Projections Detail for Marine Fuel Tax as prepared
by the Audit Division of the Department of Revenue with reference to

the estimated revenues for the Fiscal Years 1977 and 1978. Increasing
the tax from Ad to 6c¢c would produce estimated additional tax revenues
of $671,880 for FY 77 and $772,550 for FY 78. The elimination of the

exemption from tax on fuel used for heating and cooking purposes aboard
boats and watercraft would produce estimated additional revenues at

the new tax of 6c per gallon of $390,000 for FY 77 and $448,500 for

FYy 78.

ATTACHMENTS

Revenue Projections Detail (Form 22) for Marine Fuel Tax as submitted
by the Audit Division of the Department of Revenue foif/inclusion 1in
Revenue Source Document. . /

DATE: 12-17-75 PREPARED BY:
Robert Mitchell, Revenue Auditor
nal: Legislative Finance Department of Revenue

Budget and Management
Prime Sponsor (First Legislator Named)



/U. -REVENUE PROJECTIONS DETAIL

100 % IPT 02.5 *RECEIPT TITLE MARINE FUEL TAX
COLLOCATION CODE  Q4-93-S-10Q 13RU CODE @/, 93.T_m-01-00
& 75 ACTUAL FY 76 ESTIMATED FY ?6 REVISED  FY 77 ESTIMATED FY 78 ESTIMATED
RECEIPTS RECEIPTS ESTIMATE RECEIPTS RECEIPTS
1,145.2 1,244.1 1,244.1 1,343.6 1,545.1

STATE GENERATED RECEIPTS
UNRESTRICTED

ADDITIONAL DATA

REFERENCE: A. S. 43.40.010-100 (As Amended) Rate: The tax on motor fuel used

in engines for the propulsion of
ESTIMATE METHOD boats and

watercraft of all descriptions is 4b per gallon except
that portion claimed at the time of purchase as exempt for non-pro-

See "Additional Data" pulsion use such as heating and cooking.

Revenues are deposited in a special "Watercraft Fuel Tax Account”
in the General Fund.
FY 76 Budget
Original Estimate: 1,244.1
REFERENCE (A. S. - R. S. A. ; ETC.): FY 76 Budget

ESTIMATE METHOD Revised Estimate: 1,244.1 ..Collections 7/1/75 - 10/31/75 (575.4) are
.4% less than in the line prior year perio
With the disastrous 1975 commercial Tfishin,
and no indication for an improvement in
1976 there is no justification for revisin;
FEDERAL RECEIPTS the FY 76 estimate in either direction.
REFERENCE: P. L. FY 77 Budget Estimate;.".- :1,343.6 Because of demotgraphic projections of 12%
TITLE: +8% population increase and a slight increase
EG ¥ COMPUTED: in off shore drilling activity an 8%
.TERMS/ STATUS increase has been estimated for FY 77.
MATCII/MATIITENAKCE Commercial fishing remains below normal -

RESTRICTED (PROGRAM / INTERAGENCY)

CF EFFORT: levels but there will be an increase in
e REQUIREMENTS MET: BRU pleasure craft population.
BRU- AUDIT BRU CODE  4-93-1-01-01-00 REVISED
A5 A REVENUE PROJECTIONS 7 oo
Rev. 7)(5 IR /-T detail

~



FY 78 Budget Estimate

-BRU.

8%
7%
+15%

AUDIT

1,545.1

In addition to an estimated 8% increase based on demographic projections*
commercial fishing runs are predicted to recover as a result of new fish,
spawning techniques and a normal return of 3 year and 5 year spawning
runs resulting in a total increase of 15% over FY 77.

In the event Federal & State Lease sales in Coastal waters become fact an
additional increase can be expected due to marine traffic to and from

drilling platforms.

The water transport from Valdez of oil from the North Slope is not expected
to effect FY 78 but certainly will be a factor in FY. 79.

BRU CODE 04-93-1-01-01-00 REVISED

EXPLANATION



Original sponsor: Rules Committee by
request of the Gov

XNC nuuoc BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 675
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the tax on motor fuel for water—
craft; and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
# Section 1. AS 43.40.010(a) and (b) are amended to read:
(a) There 1is levied a tax of eight cents a gallon on all motor
fuel sold or otherwise transferred within the state, except that
(1) the tax on aviation gasoline is four cei.ts a gallon,
(2) the tax on motor fuel used in [ENGINES FOR THE PROPULSION
OF] boats and watercraft of all descriptions is four cents a gallon [;
IF A PERSON CLAIMS AN EXEMPTION FOR NONPROPULSION USE UNDER THIS PARA—
GRAPH, HE SHALL SIGN A STATEMENT AT THE TIME OF THE SALE OR TRANSFER
ATTESTING TO THE FACT THAT THE AMOUNT OF FUEL FOR WHICH HE CLAIMS THE
EXEMPTION WILL BE USED ONLY FOR NONPROPULSION USE ABOARD A BOAT OR
WATERCRAFT], and
(3) the tax on all aviation fuel other than gasoline 1is two
and one-half cents a gallon.
(b) There is levied a tax of eight cent3 a gallon on all motor
fuel consumed by a user, except that
(1) the tax on aviation gasoline consumed is four cents a
gallon,
(2) the tax on motor fuel used In [ENGINES FORTHE PROPUL —

SION OF] boats and watercraft of all descriptions 1is fourcents a
gallon [; IP A PERSON CLAIMS AN EXEMPTION FOR NONPROPULSION USE UNDER
THIS PARAGRAPH, HE SHALL SIGN A STATEMENT AT THE TIME OF PURCHASE

-1- CSHB 675



ATTESTING TO THE FACT THAT THE AMOUNT OF FUEL FOR WHICH HE CLAIMS THE
EXEMPTION WILL BE USED ONLY FOR NONPROPULSION USE ABOARD A BOAT OR
WATERCRAFT], and

(3) the tax on all aviation fuel other than gasoline is
and one-half cents a gallon.

Sec. 2. AS 43.40.020(b) 1is repealed.
Sec. 3. AS 43.40.100(2) is amended to read:

) "motor fuel" means fuel used in an engine for the p
pulsion of a motor vehicle or [,] aircraft, and fuel used in a boat or
watercraft, or in a stationary engine, machine or mechanical contrivance
which i1s run [PROPELLED] by an Internal combustion motor; "motor fuel™
does not include [EXCEPT ON CONSIGNMENTS OF MOTOR]

(A) fuel consigned [OIL] to foreign countries,

(B) [EXCEPT MOTOR] fuel [OIL] sold for use in jet pro—
pulsion aircraft operating in flights to foreign countries”

© [AND EXCEPT] fuel used in stationary power plants
operating as public utility plants and generating electrical energy
for sale to the general public”™ [OR]

(D) fuel used by nonprofit power associations or cor—
porations for generating electric energy for resale” or

(E) fuel used by charitable Institutions;

Sec. 4. This Act takes effect July 1, 1976.
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Original sponsor: Rules Committee by

request of the Governor

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 675

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the tax on motor fuel for water—

pE

craft; and providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS *13.40.010(a) and (b) are amended to read:

(a) There is levied a tax of eight cents a gallon on all motor
fuel sold or otherwise transferred within the state, except that

"1) the tar on aviation gasoline Is four cents a gallon,

(2) the tax on motor fuel used in [ENGINES FOR THE PROPULSION

OF] boats and watercraft of all descriptions is four cents a gallon [;

IF A PERSON CLAIMS AN EXEMPTION FOR NONPROPULSION USE UNDER THIS PARA—

GRAPH, HE SHALL SIGN A STATEMENT AT THE TIME OF THE SALE OR TRANSFER
ATTESTING TO THE FACT THAT THE AMOUNT OF FUEL FOR WHICH HE CLAIMS THE
EXEMPTION WILL BE USED ONLY FOR NONPROPULSION USE ABOARD A BOAT OR
WATERCRAFT], and

(3) the tax on all aviation fuel other than gasoline 1is two
and one-half cents a gallon.

(b) There 1islevied a taxof eight cents a gallon on all motor

fuel ~consumed by auser, except that

(1) the tax on aviation gasoline consumed is four cents a
gallon,

(2) the tax on motor fuel used in [ENGINES FOR THE PROPUL—

SION OF] boats and watercraft of all descriptions Is four cents a
gallon [; IF A PERSON CLAIMS AH EXEMPTION FOR NONPROPULSION USE UNDER
THIS PARAGRAPH, HE SHALL SIGN A STATEMENT AT THE TIME OF PURCHASE

-1- CSHB 675



ATTESTING TO THE PACT THAT THE AMOUNT OP FUEL FOR WHICH HE CLAIMS THE
EXEMPTION WILL BE USED ONLY FOR NONPROPULSION USE ABOARD A BOAT OR
WATERCRAFT], and

(3) the tax on all aviation fuel other than gasoline 1is
and one-half cents a gallon.

* Sec.2. AS 43.40.020(b) is repealed.
* Sec.3. AS 43.40.100(2) is amended to read:

(2) "motor fuel” means fuel used in an engine for the p
pulsion of a motor vehicle or [,] aircraft, and fuel U3ed in a boat or
watercraft, or in a stationary engine, machine or mechanical contrivance
which is run [PROPELLED] by an internal combustion motor; "motor fuel"”
does not include [EXCEPT ON CONSIGNMENTS OF MOTOR]

(A) fuel consigned [OIL] to foreign countries,

(B) [EXCEPT MOTOR] fuel [OIL] sold for use in jet pro—
pulsion aircraft operating in flights to foreign countries”

© [AND EXCEPT] fuel used in stationary power plants
operating as public utility plants and generating electrical energy
for sale to the general public”® [OR]

(D) fuel used by nonprofit power associations or cor—
porations for generating electric energy for resale” or

(E) fuel used by charitable institutions;

* Sec. 4. This Act takes effect July 1, 1976.



fii®
u. . Ss. . B3y

Original sponsor Rules Committee by
request of the Governor

Il THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 675
IN THE LEGISLATURE OP THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the tax on motor fuel for water—
craft; and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.40.010(a) and (b) are amended to read:
(a) There 1is levied a tax of eight cents a gallon on all motor
fuel sold or otherwise transferred within the state, except that
(1) the tax on aviation gasoline is four cents a gallon,
(2) the tax on motor fuel used in [ENGINES FOR THE PROPULSION
OF] boat3 and watercraft of all descriptions is four cents a gallon [;
IF A PERSON CLAIMS AN EXEMPTION FOR NONPROPULSION USE UNDER THIS PARA-—
GRAPH, HE SHALL SIGN A STATEMENT AT THE TIME OF THE SALE OR TRANSFER
ATTESTING TO THE FACT THAT THE AMOUNT OF FUEL FOR WHICH HE CLAIMS THE
EXEMPTION WILL BE USED ONLY FOR NONPROPULSION USE ABOARD A BOAT OR
WATERCRAFT], and
(3) the tax on all aviation fuel other than gasoline 13 two
and one-half cents a gallon.
(b) There 1is levied a taxof eight cents a gallon on all motor
fuel consumed by auser, except that
(1) the tax on aviation gasoline consumed is four cents a
gallon,
(2) the tax on motor fuel used in [ENGINES FOR THE PROPUL—

SION OF] boats and watercraft of all descriptions is four cents a
gallon [; IF A PERSON CLAIMS AN EXEMPTION FOR NONPROPULSION USE UNDER
THIS PARAGRAPH, HE SHALL SIGN A STATEMENT AT THE TIME OF PURCHASE

" CSHB 675



TO THE FACT THAT THE AMOUNT OF FUEL FOR WHICH HE CLAIMS THE
EXEMPTION WILL BE USED ONLY FOR NONPROPULSIOH USE ABOARD A BOAT OR
WATERCRAFT], and
(3) the tax on all aviation fuel other than gasoline is two.

| v oz v - Y 27y "+
and one-half cents a gallon.

» Sec. 2. AS 43.40.020(b) 1is repealed.
* Sec. 3. AS 43.40.100(2) Is amended to read:

(2) "motor fuel™ means fuel used In an engine for the pro—
pulsion of a motor vehicle or [,] aircraft, and fuel U3ed in a boat or
watercraft, or in a stationary engine, machine or mechanical contrivance
which Is run [PROPELLED] by an internal combustion motor; "motor fuel™
does notlnclude [EXCEPT ON CONSIGNMENTS OF MOTOR]

(A) fuel consigned [OIL] to foreign countries,

(B) [EXCEPT MOTOR] fuel [OIL] sold for use in jet pro—
pulsion aircraft operating in flights to foreign countries”

(C) [AND EXCEPT] fuel used in stationary power plants
operating as public utility plants and generating electrical energy
for sale to the general public”™ [OR]

(D) fuel used by nonprofit power associations or cor—
porations for generating electric energy for resale” or

(E) fuel used by charitable institutions;

* Sec. 4. This Act takes effect July 1, 1976.

CSHB 675 -2- t
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Introduced: 1/30/76

Referred: Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 675
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the tax on motor fuel for water—
craft; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS *13. "10.010(a) 1is amended to read:
CHAPTER "10. MOTOR FUEL [Oil] TAX.
(a) There 1is levied a tax of eight cents a gallon on all motor
fuel sold or otherwise transferred within the state, except that
(1) the tax on aviation gasoline is four cents a gallon,
(2) the tax on motor fuel used in [ENGINES FOR THE PROPUL —
SION OF] boats and watercraft of all descriptions, excluding that
motor fuel which 1is to be used for heating and cooking aboard boats
and watercraft, is eight [FOUR] cents a gallon; 1if a person claims an
exemption for cooking and heating [NONPROPULSION] use under this
paragraph, he shall sign a statement at the time of the sale or
transfer attesting to tho fact that the amount of fuel for which he
claims the exemption will be used only for cooking and heating [NON-
PROPULSION USE] aboard a boat or watercraft, but the exemption applies
to no more than 25 per cent of the sale or transfer of motor fuel, and
(3) the tax on all aviation fuel other than gasoline is two
and one-half ;ents a gallon.
* Sec. 2. AS "13.7J0.010(1)) i3 amended to read:
(b) There is levied a tax of eight cents a gallon on all motor

fuel consumed by a user, except that

(1) the tax on aviation gasoline consumed 1is four cents a

-1 HB 675
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17
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29

gallon,

)

SION OF] boats and watercraft of all

the tax on motor fuel

used

in [ENGINES FOR THE PROPUL—

descriptions excluding that motor

fuel used for heating and cooking aboard boats and watercraft, is

eight [FOUR]

cookl Zg and heating [NONPROPULSION]

cents a gallon;

if a person claims an exemption for

use under this paragraph, he shall

sign a statement at the time of the sale or transfer [PURCHASE] attest—

ing to the fact that the amount of fuel

for which he claims the exemp-—

tion will be used only for cooking and heating [NONPROPULSION] use

aboard a boat

or watercraft,

2n per cent of the sale or transfer of

)

the tax on all aviation

and one-half cents a gallon.

Sec. 3. AS ~3-710.020(b) is amended to

(b)

use fuel tax exemption under sec.

A person who claims the

but the exemption applies to nomore than

motor fuel, and

fuel other than gasoline is two

read:

heating and cooking [NONPROPULSJ.ON]

10¢a)(2) or sec. 10(b)(2) of this

chapter and who uses a portion of the amount of the exempted fuel for

another purpose

fine of not more than $5,000.

sec. <. As 43.%10.100(2)

2)
propulsion of
or watercraft
contrivance w

"motor fuel"”

propulsion aircraft operating

HB 675

“"motor fuel"

a motor vehicle or

, or

hich

means Tfuel

in a stationary engine,

is run [PROPELLED] by an

is guilty of a misdemeanor, and is punishable by a

is amended to read:
used inan engine forthe

[.] aircraft, and fuel usedin a boat

machine or mechanical

internal combustion motor;

does not Include [EXCEPT ON CONSIGNMENTS OF MOTOR]

(A) fuel

(®)

©

[EXCEPT MOTOR] fuel

[AND EXCEPT] fuel

-2 -

[ol

used

consigned [OIL] to foreign countries,

L] sold for use in jet

in flights to foreign countries”

in stationary power plants



16

7

20
21
2
23
24
25
26
27
28

29

* Sec.

operating as.public utility plants and generating electrical
energy for sale to the general public” [OR]
(D) fuel used by nonprofit power associations or
corporations for generating electric energy for resale, or
(E) fuel used by charitable institutions;

5. This Act takes effect July 1, 1976.

3 HB 67t



THE LEGISLATURE OF

FY

None

0
0

81

/
L

0
0

transferred

FISCAL
Second Session - Ninth Legislature
REQUEST
Bill No. House Bill ll675
Title: An_Ac trelLlLaii.ig CCLthQ _taX on.jnotQE XuflLJ QiLatiiLarcxa£t.
Requested bw: ~Hiynse Fihsanoe Commiti.es Date:
Return Date Requested:
Agency: Revenue Program: Audit
1. FISCAL DETAIL
Budget Request Unit(s) Affected:
A. EXPENDITURES: (Thousands of dollars)
OBJECT FY 76 FYy 77 FY 73 FY 79 FY 80
100  PERSONAL. SERVICES
P0OO TEAVEL
300 CONTRACTUAL
400 CONMPITIES
500 ECU PVEENT
Fog LAND 1 STRUCTURES
700 GRANTS, CL.AIMS, ETC.
TOTAL None None None None None
B.  FUNDING: (Thousands of dcl.lars)
GENERAL EU\D None None None None None
FEDERAL 'IFT6
OTHER
C. POSITIONS:
PERNAI; ENT/TEMFORAEY 0/0 0/ to /0 o/o0ol o/ 0!
MAN EVEWNS rp.'/T.) 0/ 0. o0/6 0o f0 6 /0337 O;
ITT. ANAISIS (Sec Fiscal Note I'rcrfii-utloi: lustre .-.tior.s, S
N/A
IV. ATTACHMENTS
1. Memo from R. G. Mitchell dated February p, 1976.
2. Revenue Projections Detail (Form 22) Marine Fuel Tax .as submitted by the
Audit Division of Lite Department of Revenue for inclusion in Revenue Source
Document.
3. Statistical Record for past 3 years on M.arytc-.Fuel, gallons sold or
"e Mr == _ (] -~ - 3
Original :  leri:: \i  VI?mr. % / S/
re: I- eigf ' e’ . hr:'. A , E 1
JT; Fmmf < vir; d)

iv:; jo

In



02-001B

FROM:

State of Alaska

J-Er..—-

Gary L. Jenkins DATE  February 5 1976
Di rector FLE NO. - .

TELEPHONE NO:

R G MitcheR SUBJECT:  House Bill #675

Revenue AcCroito

Increasing the tax from per gallon to 8 per gallon would produce estimated
additional revenues of $1,3+3, 680 for ry 77 and $1,575,100 for Fy 78. Restrict-
ing the exemption from tax on fuel used for heating and cooking purpose aboard
boats and watercraft to 25% of each purchase would increase the revenue on diesel
fuel an additional approximate $20,000 in Fy 77 and $22,500 in Fy

RGM/bjm



Total Gallons

Exempt Gallons

Division |
Division 11
Division 111

Division 1V

Total Taxable Gallons

Non-Propulsion
(Non-Taxable)

% to Taxable Gallons

* Chapter 153,

cooking aboard watercraft

MARINE FUEL DIESEL

Fy 71

22,454,855

2,726,319

5,920,543

209,932

13,307,324

209,737

19,728,536

FY 72

21,741,501

10,849

6,653,363

466,378

14,020,217

590,694

21,730,652

FY 73

34,391,418

12,962,389

7,212,725

112,837

13,757,457

346,010

21,429,029

*1,338,210

6.2470

- effective date July 1, 1972.

FY 74

27,672,073

7,470,150

7,155,371

121,005

12,563,379

362,168

20,201,923

6,883,901

34.08%

FY 75

25,615,729

4,554,110

6,820,660

162,784

13,650,286

427,889

21,061,619

6,831,066

32.43%

Lavjs of 1972 provided for non-propulsion exemption for heating and



Total Gallons

Exempt Gallons

Division

Division

Division

Division

Total Taxable Gallons

MARINE FUEL GASOLINE

FY 71

5,983,083

7,093

2,056,741

319,792

2,829,121

770,336

5,975,990

FY 72

5,310,976

" 8,027

1,823,736

386,370

2,257,806

835,037

5,302,949

FYy 73

5,461,045

148,346

1,888,127

323,634

2,106,819

994,119

5,312,699

FY 74

6,170,104

21,479

2,161,252

485,082

2,514,323

987,968

6,148,625

FY 75

6,055,498

26,790

2,132,697

744,981

2,175,059

975,971

6,028,708



THE LEGISLATURE OF THE STATE OF ALASKA
FISCAL NOTE

Second Session - Ninth Legislature
I. REQUEST S
Bill No. N 6 67 )
Title: Relating to the tax on motor iuel for watercraft
Requested by: Fran Ulmer Date:December .15, 1975
Return Date Requested: December 22, 1975
Agency: Public_Works Program: Water and_Harbors

I1." FISCAL DETAIL
Budget Request Unit(s) Affected: Water and Harbors Facilities

A.  EXPENDITURES:* (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 81
100 PERSONAL SERVICES

200 TRAVEL

300 CcONTRACTUAL 1.107.0 1.185.0 1.305.0 1,376.0 1.466.0
400  COMMODITIES

500  EquiPMENT

600 LAND & STRUCTURES

700  GRANTS, CLAIMS, ETC.

TOTAL 1,107.0 1,185.0 1,305.0 1,376.0 1,466.0
—~f. e
B. FUNDING: Thousands of dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER
c. ros TIONS

PERMANENT/TEMPORARY / ! / / } / / /
MAN MONTHS (P./T.) / / / / 1 / /

I11.  ANALYSIS- (See Fiscal Note Preparation Instructions, Section 111)

It is estimated that the proposed legislation will generate the
additional revenues indicated. These estimates are based on
historical data and revenue projections as prepared by Water and
Harbors and contained in their FY 77 Capital Budget Request.. It is
assumed that the increased revenues will be appropriated to Water

and Harbors a part of the traditional small boat harbor development
program and utilized to complete needed improvements throughout the
State.

IV. ATTACHMENTS
1. Water andHarbors Revenueestimated from FY77 BudgetRequest.

2. Water and Harbors worksheet forcalculating first year revenue
increase.
V. DATE: December 18, 1975 REPARED BY: Don Stattcr, Director
Division of Water and Harbors
Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

H/S 50



THE LEGISLATURE OP THE STATE OF ALASKA
FISCAL NOTE

Second Session - Ninth Legislature
I. REQUEST
Bill No. Senate Bill
Title: An Act relating to the tax on motor fuel fcr watercraft
Requested by: Fran Ulmer, Leg. Asst, to Gov. Date: 12/15/75
Return Date Requested:_  12/22/75
Agency: Department of. Revenue Program: Audit Division

1. FISCAL DETAIL
Budget Request Unit(s) Affected:

A. EXPENDITURES:" (Thousands of dollars)

0BJECT FY 76 T Fy 78 FY 79 FY 80 FY 81
100  PERSONAL SERVICES

200  TRAVEL

300 CONTRACTUAL

400  COMMODITIES

500  EQUIPMENT

600  LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC.

TOTAL
None None None None None None

B. FUNDING: (Thousands of dollars)

GENERAL FUND None None None None None la##?2® ##
FEDERAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPORARY 07/ 0 0/0 070 0/ 0 0/ 0 0 /0
MAN MONTHS (P./T.) 0/0 0/0 0/0 0/0 0/0 0 70
I, ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

See attached Revenue Projections Detail for Marine Fuel Tax as prepared
by the Audit Division of the Department of Revenue with reference to
the estimated revenues for the Fiscal Years 1977 and 1978. Increasing
the tax from 4c to 6c¢ would produce estimated additional tax revenues
of $671,880 for FY 77 and $772,550 for FY 78. The elimination of the
exemption from tax on fuel used for heating and cooking purposes aboard
boats and watercraft would produce estimated additional revenues at

the new tax of 6c per gallon of $390,000 for FY 77 and $448,500 for

FY 78.

IV. ATTACHMENTS

Revenue Projections Detail (Form 22) for Majrini” Fuel Tax as submitted
by the Audit Division of the Departme
Revenue Source Document.

V. DATE: 12-17-75
Robert Mitchell, Revenue Auditor
Original: Legislative Finance Department of Revenue
cc: Budget and Management

Prime Sponsor (First Legislator Named)



THE LEGISLATURE OP THE STATE OP ALASKA
FISCAL NOTE

Second Session - Ninth Legislature
I. REQUEST
Bill No. House Bill No. 675
Title: Relating to the tax on motor fuel for watercraft
Requested by: House Finance Date: 2/12/76
Return Date Requested:
Agency Qept. of Public Works Program: Division of Water ..and..Harhnrc

. FISCAL DETAIL
Budget Request Unit(s) Affected :Water and Harbors Facilities

A. EXPENDITURES:" (Thousands of dollars)

OBJECT Fy 76 FY 77 FYy 78 FY 79 FY 80 FY 81

ion PERSONAL SERVICES

200 TRAVEL
300 CONTRACTUAL 1,290.0 1,393.2 1,504.7 1,730.4 1,842.8

oo COMMODITIES

500 EQUIPMENT

600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL
1,290.0 1,393.2 1,504.7 1,730.4 1,842.8

B. FUNDING: (Thousands of dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPORARY / / / / / /
MAN MONTHS (P./T.) / / / / / /
I11. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

It is estimated that the proposed legislation will generate the additional revenues
indicated. These estimates are based on historical data and revenue projections as
prepared by the Division of Water and Harbors and Department of Revenue. It is
assumed that the increased revenues will be appropriated to Water and Harbors as a
part of the traditional small boat harbor development program and utilized to com-
plete needed improvements throughout the State.

IV. ATTACHMENTS

1. Worksheet for calculating revenue increases.

V. DATE: February 11, 1976 PREPARED BY: Don Statter, Director
Division of Water and Harbors

Original: Legislative Finance
cc: Budget and Management
Prime Sponsor (First Legislator Named)



In 1975 the Marine Fuel Tax generated $1,145,000 in revenue. At the present rate
of 4 per gallon, this indicates that 28.6 million gallons of fuel were taxed.

In addition, records show that an additional 6.8 million gallons were exempted
from the tax on the basis of affidavits signed by the purchaser claiming non-
propulsion use. For purposes of these projections, it is assumed that, in FY 75,
6.1 million gallons of gasoline and 29.3 million gallons of diesel fuel were
delivered.

GRONTH RATES

Growth rates for marine fuel sales have been estimated at between 6 and 10 percent.
Data available for the first five months of FY 76 shows an increase of approximately
8% which would appear to bear out these predictions. To project current data to

FY 77, an annual rate of 8% appears reasonable.

Beyond 1977, changes could take place that will substantially alter this 8% rate.
A substantial increase should take place toward the end of the decade predicated
on the hoped for fisheries rehabilitation and enhancement programs. This should
be followed by a period of normal growth somewhat moderated by a slowdown in
pipeline activity v/hich should tend to offset the continued growth in recreational
boating.

COOKING AND HEATING EXEMPTION

The proposed legislation sets the maximum allowable diesel exemption at 25%.

Even though this figure may be generous for the larger boats, it is expected that
the full legal exemption will be claimed in most cases. This is based on the
fact that nearly 30% is being exempted at present and the affidavit system does
little to discourage cheating.

PROJECTION TO FY 77

Gas = 6.1 million gallons x8% x 8%x 8&fc = 569,500
Diesel =29.3 million gallons x 8% x 8% x 75% x 8« = 2,050,500
FY 77 FUEL TAX = 2,620,000

ESTIMATED FY 77 TAX BASED ON CURRENT STATUTES = 1,330,000

NET INCREASE $1,290,000
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Original sponsor: Rules Committee by
request of the Governor

1 IN THE HOUSE BY THE FINANCE COMMITTEE
2 CS FOR HOUSE BILL NO. 675
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 NINTH LEGISLATURE - SECOND SESSION
5 A BILL
6 For an Act entitled: "An Act relating to the tax cn motor fuel for water—
7 craft; and providing for an effective date."”
§ BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 43.40.010(a) and (b) are amended to read:
10 (a) There is levied atax of eight cents a gallon onall motor
11 fuel sold or otherwise transferred *rithin the state, except that
r (1) the tax on aviation gasoline is four cents a gallon,
13 (2) the tax on motor fuel used in [ENGINES FOR THE PROPULSION

14
15
16
17
18
19
20
21
2
23
24
25
26
27
28

29

OF] boats and watercraft of all descriptions is four cents a gallon [;
IF A PERSON CLAIMS AN EXEMPTION FOR NONPROPULSION USE UNDER THIS PARA-—
GRAPH, HE SHALL SIGN A STATEMENT AT THE TIME OF THE SALE OR TRANSFER
ATTESTING TO THE FACT THAT THE AMOUNT OF FUEL FOR WHICH HECLAIMS THE
EXEMPTION WILL BE USED ONLYFOR NONPROPULSION USE ABOARD A BOAT OR
WATERCRAFT], and

(3) the tax on all aviation fuel other than gasoline 1is two
and one-half c”nts a gallon.

(b) There is levied a taxof eight cents a gallon on all motor

fuel consumed by auser, except that

(1) the tax on aviation gasoline consumed is four cents a
gallon,

(2) the tax on motor fuel used in [ENGINES FOR THE PROPUL —

SION OF] boats and watercraft of all descriptions is four cents a
gallon [; IF A PERSON CLAIMS AN EXEMPTION FOR NONPROPULSION USE UNDER
THIS PARAGRAPH, HE SHALL SIGN A STATEMENT AT THE TIME OF PURCHASE

-1- CSHB 675
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10

13
14
15
16
17
18
19

20

21

22
23
24
25
26
27
28

29

ATTESTING TO THE FACT THAT THE AMOUNT OF FUEL FOR WHICH HE CLAIMS THE

EXEMPTION WILL BE USED ONLY FOR NONPROPULSION USE ABOARD A BOAT OR

WATERCRAFT], and

3) the tax on al

and one-half cents a gallon.

- Sec. 2.

* Sec. 3.

pulsion of a motor vehicle or

AS 43.40.020(b) 1is repealed.
AS 43.40.100(2) 1i1s amended to

(2 "motor fuel™”

watercraft, or in a stationary engine,

v/hich

does not

* Sec.

675

pulsion aircraft operating

is run [PROPELLED] by an internal

I aviation fuel

read:

means

[,] aircraft,

fuel used in an engine for the

and fuel used

other than gasoline

in a boat or

machine or mechanical contrivance

combustion motor;

include [EXCEPT ON CONSIGNMENTS OF MOTOR]

"motor fuej -

(A) fuel consigned [OIL] to foreign countries,

(B) [EXCEPT MOTOR] fue

(C) [AND EXCEPT] fuel

I [OIL] sold for use

in jet pro—

in flights to foreign countries”

used in stationary power plants

operating as public utility plants and generating electrical energy

for sale to the general public”h [

OR]

(D) fuel used by nonprofit pov/er associations or cor—

porations for generating electric energy for resale” or

4.

(E) fuel used by chari

This Act takes effect July 1,

table

1976.

institutions;
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I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

Date
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HB
97

HB
682

HOUSE JOURNAL Apri. U 1978

REPORTS OF STANDING COHMin®"Ehb

The Judiciary Committee has had HOUSE BII.1 NO 9.
(termination of financing statements under the Uniform
Commercial Code effective date) under consideration a
second time and the committee recommends it be replaced
with COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 97
(Judiciary)

"An Act relLaung to security interests
under the Uniform Commercial Code, and
providing for an effective date "

and chat it be reported back with individual recom—
mendations. Gardiner (Chairman) and Rudd recommend
do pass. Dankworth. Carpenter and Brown have no
recommendation.

HB 97 was referred to the Rules Committee for placement
on the calendar.

The Finance Committee has had HOUSE BILL NO. 682
(nonrenewable resources revenues) under consideration
and a majority of the committee recommends it be
replaced with COMMITTEE SUBSTITUTE FOR HOUSE BILL NO.
682 (Finance):

"An Act relating to the renewable
resources funds."™

and that it do pass. Concurring: Cowper (Chairman),
Guy, Schaeffer, Meekins, Buchholdt, Duncan and Gruening.
Not concurring: Freeman, Rhode, Haugen and Swanson

have no recommendation.

HB 682 was referred to the Rules Committee for placement
on the calendar.

A fiscal note on HB 682 appears in House Supplement 30

The Finance Committee"s letter of intent appears as
fo)lows:

HOUSE FINANCE COMMITTEE
COMMITTEE REPORT ON CS 11B6B2 (Finance)

The Renewable Resources Development Fund was established by
the legislature in 1974 to provide for tho rehabilitation,
enhancement, and development of cho state®s renewablo
resources. Tho Fund consists of at least five percent of
all mineral lease bonuses and royalties, and rentals from
otato lands. The proposed legislation establishes the
Alaska Ronowablo Resources Corporation to invest ha)f of the
receipts of the Fund in renewable resource-based industries.
Tho other half of the Fund would be saved through the
Renewablo Resources Investment Fund. The name of the
Renewable Resources Permanent Fund (AS 37.11.050) 1is changed
to tho Renewable Resourcos Investment Fund to avoid confusion
with tho Alaska Permanent Fund (Article 9, section 15 of the
Alaska State Constitution).
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FREE CONFERENCE COMMITTEE SUBSTITUTE FOR FCCS

HOUSE BILL NO 611 HB
(making supplemental appropriations to the Office 611
of the Governor, telecommunications the legis—
lative finance division, the Department of Com—
merce and Economic Development, division of
business loans; the Legislative Affairs Agency;
and the Alaska State Council on the Arts; and
providing for an effective date."”

Chapter 25, SLA 1978

HOUSE BILL NO 911 HB
(making a supplemental appropriation to the 911
Legislative Affairs Agency; and providing for
an effective date.)
Chapter 26, SLA 1978

MESSAGES FROM THE SENATE

A message dated April 11, 1978 was read stating the Senate HB
has passed HOUSE BILL NO. 619 (supplemental appropriation 619
to Department or Labor, vocational renaun.itaLion anu i -it.
Station #8; effective date) and it is returned.

HB 619 was referred to the Chief Clerk for enrollment.

HCS
A message dated April 11, 1978 was read stating the Senate CSSB
has concurred in the House amendment to COMMITTEE SUBSTITUTE 401
FOR SENATE BILL NO. 401, thus adopting:

HOUSE COMMITTEE SUBSTITUTE FOR COMMITTEE
SUBSTITUTE FOR SENATE BILL NO. 401
(supplemental appropriation to Department

of Public Safety and Department of Community
and Regional Affairs; effective date)

A message dated April 11, 1978 was read stating the Senate
has passed the following bill and it is transmitted for
consideration.

FIRST READING AND REFERENCE OF SENATE BILLS

SENATE BILL NO. 556 amended, by the Finance Committee, SB
entitled: 556
am

"An Act relating to medical assistance
for needy persons; and providing for an
effective date.1l

was read the first time and referred to the Committees
on Health, Education and Social Services and Finance.
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Investments of the Alaska Renewablo Resources Corporation

(ARRC) would focus on new products, markets, and technologies
which are the key components of expanded renewable resource-
based economic activity. Products and markets result from

any economic use of th . resources, while technologies include
the methods for managing, harvesting, processing, or delivering
the resources ».0 market. ARRC would also provide funds for

the applied research, development and demonstration of new
renewablo resource-based activities, and the seed capital
necessary to introduce them into commercial markets.

Por the earliest stages of renewable resource industry
development (applied research and development), the Committee
does not envision ARRC funding of general or basic research
by university or other scientific research organizations.
This type of research is covered by other programs. Rather
ARRC-funded applied research and development activity would
utilize the fruit3 of basic research to develop specific
products or processes for commercial purposes.

In addition to stimulation of now economic activity based on

the state"s renewable resources, investment goal3 also

Include the maintenance or expansion of resourco productivity,

tho development of in-state and export markets, and the

expansion of resident employment, income, and governmental
wenues from renewable resource devolopment.

The term renewable resources is defined in terms of the
resource base, which remains relatively constant over time,
rather than in terms of economic activity, which changes

over time. Accordingly, non-humon living organisms, air,

land, water, and naturally recurring energy systems arc
Intended as the target of investment activity. In the

tourism industry, for example, tho Ccmnittco contemplates
investment in the resources on which the induotry is partially
based, such a3 sport fishing, but not such capital components
of tho industry as hotels and lodging facilities.

An integral part of the bill is tho concept of achieving an
appropriate usq of tho resources. As trustees of our renewable
resources tho state is constitutionally directed to seek the
most beneficial uses. ARRC investment decisions should
consider both expected financial returns and the effects of
resource development on both tho target resource and on
other resources. Achieving appropriate resource use at the
inception of economic activity will greatly benefit the
state ond its renidcnts by avoiding longer-run regulatory
and rehabilitation burdens resulting in more stable economic
activity based on all of the state's renewablo resources.

In its deliberations, the Committee determined that the most
effective method of investment includes both equity and debt
secured by a variety of mechanisms to provide a return to
the corporation when on investment starts to generate income.
Such methods maximize incentives for entrepreneurship

through ARRC charing of the risks inherent in new ventures
and imposing no debt service burdens until the enterprise is
earning income. The corporation would in turn receive high
returns from its successful investments, commensurate with
tho risks undertaken.

Tho Committee identified three important types of activity

which may have no income producing potential (depending on

tho specifics of the project) and therefore must be funded
through grantn. These include applied research (which

directs basic research toward specific products and processor*
for commercial purposes), one-time-only demonstrations, and
common property resource projects where the benefits accrue

to the general public. Funds available for grants are

limited to ten percent of tho corporation®s annual appropriation
and to ninety percent of a project"s costs.
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In addition to the lack of start-rup capital, the Committee

found that another major obstacle to renewable resource
development is a shortage of Alaskans trained in new harvesting,
processing, or marketing techniques and business management
nkills. CS HB6S2 provides for the corporation to finance
(Technical assistance to supplement the expertise of its
applicants. The corporation is specifically forbidden,

however, from managing its projects. The costs of this
assistance are to be included in the overall projoct financing
and are to bo repaid by the borrower,

Tho flow of funds, as established in AS 37.11 (Renewable
Resources Development Fund), begins with the deposit of at
least five percent of all mineral lease Jxmuses and royalties,
and rentals from state lands, into the Rcncwab3o Resources

Development Fund. Under the proposed legislation, half of
this amount would be allocated to the ARRC and half would be
allocated to the Renewable Resources Investment Fund. Under

existing law (AS 37.11.060), only those fur.ds not expended

out of the Development Fund would be deposited in the Investment
Fund. When the Investment Fund reaches $250 million, tho

fivo percent flow into the Development Fund ceases and tho

only further source of money under this program is the

income from tho Investment Fund. The Committee was concerned
that this system creates an incentive to spend out of the
Development Fund to prevent the Investment Fund from ever
reaching the $250 million cap. Therefore the fifty-fifty

split was devised ac a "forced savings" both to remove this
incentive to spend and to insure the availability of Investment
Fund income in perpetuity.

Investment Fund principle under the bill would be invested

by the treasury division of the Department of Revenue in

eccuro investments (under AS 39.35.110). Tho earnings from

theso investments would bo available for legislative appropriation
to programs for the rehabilitation, enhancement, and development

of the state"s renewable resources. The bill proposes as
tho primary uso of Investment Fund incomo the restoration of
tho state®s rc/icvablo resources. Because restoration of

public natural resources in most cases is not a direct

profit generating activity, the state must take tho lead in
performing this essential public purpose. Restoration
includes such activities as fish hatcheries, land reclamation
j*nd habitat improvement.

The allocation into the corporation would be available for
investments or grants as described abovo. Tho corporation
-would be subject to the Executive Budget Act (37.07) and may
expend nonov only as appropriated by the legirlaturc. The
earnings from corporation investments, nnd unexpended or
unobligated appropriations from previous fiscal years, nay
bo retaiped by tho corporation for expenditure through
subsequent appropriations. The opornting budget of the ARRC
would come from legislative appropriations frora the general
fund.

The Finance Committee has had HOUSE BILL NO. 692
(requiring the election pamphlet to conLain fiscal
information for ballot propositions) under consideration
and a majority of the committee recommends it be replaced
with COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 692
(Finance):

"An Act requiring the election pamphlet
to contain fiscal information for ballot
propositions; and providing for an
effective date."

and that it do pass. Concurring: Cowper (Chairman),
Freeman, Rhode, Haugen, Guy, Schaeffer, Swanson and
Buchholdt. Not concurring: Gruening has no recom—

mendation .
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( ) recommends it do pass with attached amendment(s)
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<[> AND attaches a Letter of Intent ( y) New Fiscal Note

( ) reports it back without recommendation
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HOUSE FINANCE COMMITTEE
COMMITTEE REPORT ON CS 11B682 (Finance)

The Renewable Resources Development Fund was established by
the legislature in 1974 to provide for the rehabilitation,
enhancement, and development of the state®"s renewable

resources. The Fund consists of at least five percent of
all mineral 1lease bonuses and royalties, and rentals from
state lands. The proposed legislation establishes the

Alaska Renewable Resources Corporation to invest half of the
receipts of the Fund in renewable resource-based industries.
The other half of the Fund would be savedthrough the

Renewable Resources Investment Fund. Thename of the
Renewable Resources Permanent Fund (AS 37.11.050) is changed
to the Renewable Resources Investment Fund to avoid confusion

with the Zvlaska Permanent Fund (Article 9, section 15 of the
Alaska State Constitution).

Investments of the Alaska Renewable Resources Corporation
(ARRC) would focus on new products, markets, and technologies
which are the key components of expanded renewable resourco—
based economic activity. Products and markets result from

any economic use of the resources, while technologies 1include
the methods for managing, harvesting, processing, or delivcrin
the resources to market. ARRC would alsoprovide funds for
the applied research, development and demonstration of new
renewable resource-based activities, and the seed capital
necessary to introduce them into commercial markets.

For the earliest stages of renewable resource industry
development (applied research and development), the Committee
does not envision ARRC funding of general or basic research
by university or other scientific research organizations.
This type of research 1is covered by other programs. Rather,
ARRC-funded applied research and development activity would
utilize the fruits of basic research to develop specific
products or processes for commercial purposes.

In addition to stimulation of new economic activity based on
the state®s renewable resources, investment goals also

include the maintenance or expansion of resource productivity,
the development of in-state and export markets, and the
expansion of resident employment, income, and governmental
revenues from renewable resource development.

The teriri renewable resources is defined in terms of the
resource base, which remains relatively constant over tinme,
rather than 1in terms of economic activity, v/hich changes

over time. Accordingly, non-human 1living organisms, air,
land, water, and naturally recurring energy systems are
intended as the target of investment activity. In the

tourism industry, for example, the Committee contemplates
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investment in the resources on which the industry 1is partially
based, such as sport fishing, but not such capital components
of the industry as hotels and lodging facilities.

An integral part of the bill is the concept of achieving an
appropriate use of the resources. As trustees of our renewable
resources the state 1is constitutionally directed to seek the
most beneficial uses, ARRC investment decisions should
consider both expected financial returns .and the effects of
resource development on both the target resource and on
other resources. Achieving appropriate resource use at the
inception of economic activity will greatly benefit the
state and its residents by avoiding longer-run regulatory
and rehabilitation burdens resulting in more stable economic
activity based on all of the state®s renewable resources.

In 1ts deliberations, the Committee determined that the most
effective method of investment includes both equity and debt
secured by a variety of mechanisms to provide a return to
the corporation when an investment starts to generate income.
Such methods maximize incentives for entrepreneurship

through ARRC sharing of the risks inherent in new ventures
and imposing no debt service burdens until the enterprise .is
earning income. The corporation would in turn receive high
returns from its successful investments, commensurate with
the risks undertaken.

The Committee identified three important types of activity

which may have no income producing potential (depending on

the specifics of the project) and therefore muat be funded
through grants. These include applied researcn (which

directs basrc research toward specific products and processes
for commercial purposes) , one-time only demonstrations, and
common property resource projects where the benefits accrue

to the general public. Funds available for grants are

limited to ten percent of the corporation®s annual appropriation
and to ninety percent of a project"s costs.

In addition to the lack of start-up capital, the Committee

found that another major obstacle to renewable resource
development is a shortage of Alaskans trained in new harvesting,
processing, or marketing techniques and business management
skills. CS 11B682 provides for the corporation to finance
technical assistance to supplement the expertise of 1its
applicants. The corporation is specifically forbidden,

however, from managing its projects. The costs of this
assistance are to be included in the overall project financing
and are to be repaid by the borrower.
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The flow of funds, as established in AS 37.11 (Renewable
Resources Development Fund), begins with the deposit of at
least five- percent of all mineral lease bonuses and royalties,
and rentals from state lands, into the Renewable Resources

Development Fund. Under the proposed legislation, half of
this amount would be allocated to the ARRC and half would be
allocated to the Renewable Resources Investment Fund. Under

existing law (AS 37.11.060), only those funds not expended

out of the Development Fund would be deposited in the Investment
Fund. When tne Investment Fund reaches $250 million, the

five percent flow into the Development Fund ceases and the

only further source of money under this program is the

income from the Investment Fund. The Committee was concerned
that this system creates an incentive to spend out of the
Development Fund to prevent the Investment Fund from ever
reaching the $250 million cap. Therefore the fifty-fifty

split was devised as a "forced saving"s” both to remove this
incentive to spend and to insure the availability of Investment

Fund 1income in perpetuity.

Investment Fund principle under the bill would be 1invested

by the treasury division of.the Department of Revenue 1in

secure 1investments (under AS 39.35.110). The earnings from

these investments would be available for legislative appropriation
to programs for the rehabilitation, enhancement, and development

of the state®"s renewable resources. The bill proposes as
the primary use of Investment Fund income the restoration of
the state"s renewable resources. Because restoration of

public natural resources in most cases 1is not a direct

profit generating activity, the state must take the lead 1in
performing this essential public purpose. Restoration
includes such activities as fish hatcheries, land reclamation

and habitat improvement.

The allocation into the corporation would be available for

investments or grants as described above. The corporation
would be subject to the Executive. Budget Act (37.(57) and may
expend money only as appropriated by the legislature. The

earnings from corporation investments, and unexpended or
unobligated appropriations from previous fiscal years, may
be retained by the corporation for expenditure through
subsequent appropriations. The operating budget of the ARRC
would come from legislative appropriations from the general

fund.



Original sponsor: The Special Committee
on the Alaska Permanent

Fund
1 IN THE HOUSE BY THE FINANCE COMMITTEE
2 CS FOR HOUSE BILL NO. 682 (Finance)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
1 TENTH LEGISLATURE - SECOND SESSION
5 A BILL
g For an Act entitled: "An Act relating to the renewable resources funds."”

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

B * Section 1. AS 37 is amended by adding a new chapter to read:

9 CHAPTER 12. ALASKA RENEWABLE RESOURCES CORPORATION.

10 Sec. 37.12.010. DECLARATION OF POLICY. It is the policy of the

1 state to

12 (1) rehabilitate, enhance, and develop its renewable re—

13 sources and, insofar as 1is consistent with sound resource management

14 policies, develop its human resources by providing maximum opportunities
ID for employment and a higher standard of living for its citizens; and

10 (2) utilize the funds set aside, under ch. 1.1. of this title to
1/ further the (A) development of renewable resources that will contribute
1H to a stable self-sustaining state economy, employment opportunities, and
10 lifestyle alternatives for its citizens, and (B) commercial, tradi—

20 tional, and common uses of the state®"s renewable resources.

i Sec. 37.12.C20. FINDINGS. (a) The legislature finds that Alaska
27 has renewable resources that are not being utilized to their full poten-—
23 tial. Many problems v/hich confront the state, including high unem—

21 ployment and unstable economy, could be mitigated by the expanded use

D and development of its renewable resources.

20 (b) It is further found that Alaska®s economy has historically

H depended upon sporadic and non-stable development.

20 (c) It is further found that several key factors have contributed
i to the slow development of renewable resource industries, including,

-1- CSHB 682 (Finance)
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(¢D) insufficiency of research and development financing and
venture capital financing;

(2) a lack of knowledge within the business and financial
communities about conditions affecting renewable resource industrial
development in the state and a lack of scientific information concerning
many resources; and

(3) a lack of technology appropriate to Alaska.

(@) It is further found that the state®s policy of assisting t
development of viable industries 1is best accomplished by providing
assistance to the private sector to identify and demonstrate new pro—
ducts, markets, and technologies.

Sec. 37.12.030. ALASKA RENEWABLE RESOURCES CORPORATION CREATED.
There is created the Alaska Renewable Resources Corporation to carry out
the purposes of this chapter. The corporation is a public corporation
of the state and an instrumentality of the state within the Department
of Revenue, but lias a legal existence independent of and separate from
the state. The exercise by the corporation of the powers conferreo by
this chapter 1is considered an essential function of the state.

Sec. 37.12.040. PURPOSES. The purposes of the corporation are to

(1) facilitate the rehabilitation, enhancement, and develop—
ment of the state®"s renewable resources so as to strengthen the self-
sustaining sectors of the state economy;

(2) sponsor research and development of technologies and
innovations for the rehabilitation and enhancement of the state"s renew-—
able resources to achieve an appropriate use of the resources;

A3) identify new products, markets, and technologies for
renewable resource industries in the state which will constitute an

appropriate use of the resources; stimulate the research and development

of these products, markets, and technologies; assist in the demonstra-

CSHB 682 (Finance) -2-



tion of their technical and economic feasibility; and assist in their
introduction into commercial markets.

Sec. 37.12.050, ALLOCATION. (@) There shall be allocated to the
corporation from the receipts described in AS 37.11.020 five per cent of
the total receipts paid the state from mineral lease bonuses and rentals
for state land and royalties derived from minerals produced on state
land. Payments of the amount allocated by thissection shall be.made to
the corporation by the Department of Revenue ona monthly basis.

(b) Fifty per cent of all actual receipts of the corporation, from
whatever source except receipts from the corporation®s investments,
shall be deposited into the renewable resources investment fund (AS
37.11.050).

Sec. 37.12.060. HOARD OF TRUSTEES. A board of trustees of the
corporation is established as its governing body.

Sec. 37.12.070. COMPOSITION OF THE HOARD OF TRUSTEES. The board
of trustees consists of three members minted by the governor and
confirmed by a majority of the members of the legislature in joint ses—
sion. The board shall annually elect a chairman from among its members.
A chairman may not succeed himself.

Sec. 37.12.080. TERM OF OFFICE. The members of the board of
trustees shall be appointed for terms of four years, and they may be
reappointed.- Terms shall be staggered. The initial terms shall be one
member serving for two years, one member serving for three years, and
one member serving for four years.

Sec. 37.12.090. REMOVAL AND VACANCIES. (a) The governor may
remove a board member from office by and with the consent of a majority
of the members of the legislature in joint session. A removal by the
governor shall be in writing and state the reason for removal. If the

legislature is not 1in session, the. governor may suspend a member of the
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board. Upon suspension, a“"board member may not participate in board
business and may not be counted for the purpose of establishing a quo—
rum. A suspended member shall continue to receive his salary as a board
member until the legislature in joint session consents to his removal.
The joint session shall be held within 30 days from the date of removal
if the removal occurs while the legislature is in session or within 30
days of convening of the legislature if the legislature is not in ses—
sion. If the legislature refuses to consent to his removal, the board
member shall be reinstated to his position.

(b) A vacancy on the board shall be promptly filled by appointment
by the governor and confirmation by a majority of members of the legis—
lature in joint session. An appointee to fill a vacancy shall hold
office for the balance of the term for which his predecessor on the
board was appointed. If a vacancy arises on the board while the legis—
lature is not in session, the governor may appoint an interim board
member until such time as the legislature in joint session fails to
confirm the interim member®s appointment.

(c) A vacancy on the board does not impair the authority of a
quorum of the board to exercise all the powers and perform all the
duties of the board.

Sec. 37.12.100. QUALIFICATIONS OF BOARD MEMBERS. (a) No person
may be appointed to the board who has not been a resident of the state
for at least three years.

(b) No member of the board may hold any other state or federal
office, position, or employment, whether elective or appointive, except
as a member of the armed forces of the United States or the state.

Sec. 37.12.110. QUORUM. Two members of the board constitute a
quorum for the transaction of business and the exercise of the powers

and duties of the board.

CSHB 682 (Finance) _4-
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Sec. 37.12.120. COMPENSATION OF BOARD MEMBERS. Board members are
in the exempt service under AS 39.25 and receive an annual salary within
Range 30 of the salary schedule for state employees established by
AS 39.27.011.

Sec. 37.12.130. EMPLOYMENT OF PERSONNEL. The board may employ and
determine the salary of an executive director. The executive director
may, with the approval of the boaru, select and employ additional staff
as necessary. The executive director and all employees of the board are
in the exempt service under AS 39.25.

Sec. 37.12.140. CONFLICTS OF INTEREST. (a) Members of the board
of trustees are subject to the provisions of AS 39.50.

(b) No member or employee of the board may acquire an interest,
direct or indirect, in a corporation, company, association, or project
owned, controlled, or invested in by the corporation. If a member or
employee owns or controls such an interest, he shall immediately dis—
close the interest in writing to the board and refrain from participat—
ing iri any manner 1in any activity relating to that interest.

Sec. 37.12.150. POWERS. In carrying out the corporate powers of
the corporation, the board may

(1) adopt, alter, and use a corporate seal;

(2) prescri.be, adopt, amend, and repeal bylaws;

(3) sue and be sued in the name of th” corporation;

(4) enter into any agreements necessary to the exercise of
its powers and functions;

(5) accept grants from and contract with the federal govern—
ment and the state or its political subdivisions and to that end comply
with the provisions of federal, state, or local programs where neces—
sary, except that it may not enter into any agreements whereby any

permanent state or local government position is funded or partially
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funded in connection with a project”;

(6) accept grants and loans from other sources than thot < in
(5) of this section to be held and used for the purposes of the corpora-—
tion;

(7) appear in behalf of the corporation before boards, com—
missions, departments, or other agencies of municipal, state, or federal
government;

(8) acquire, hold, use, lease, sell, or otherwise dispose of
property of r y kind, real, personal, or mixed, or any interest in it;

(9) hold, as a means of securing the providing of financial
assistance, patents, copyrights, trademarks, royalties, or any other
evidences of protection or exclusivity issued under the laws of the
United States or any state or nation;

(10) prepare, publish, and distribute technical studies,
reports, bulletins and other materials it considers appropriate;

(1) invest, in such form as it considers appropriate, 1in
projects which are economically viable and income-producing;

(12) provide grants for projects having broad public applica—
tion which do not have direct income-producing potential;

(13) adopt regulations governing the exercise of its corporate
powers;

(14) deposit funds, or invest surplus funds through the
treasury division of the Department of Revenue which may invest in any
investments authorized in AS 39.35.110 so long as its investment policy
is consistent with the prudent-man rule;

(15) do all acts and things necessary or desirable to carry
out the purposes of the corporation.

Sec. 37.12.160. DUTIES. In carrying out the purposes of this
chapter, the board shall

HB 682 (Finance) -6-



(1) seek to maintain the productivity of healthy renewable
resources and expand the productivity of depleted or underutilized

renewable resources;

(2) provide financial assistance for projects which the board
finds will accomplish the purposes of the corporation as set out in sec.
40 of this chapter;

(3) promote the utilization of the state's renewable re—
sources in the state and the development of import substitution and
export markets;

(4) annually prepare long-range operating -nd financial plans
and the budget for the forthcoming year;

(5) monitor approved projects for compliance with this chap—
ter and provide operational and performance evaluations (post-audits) of
projects receiving financial assistance and an overall assessment,
expressed in qualitative and quantitative terms, of the degree to which
the purposes of the corporation, as set out in sec. 40 of this chapter,
have been achieved; and

(6) attempt to fund activities which will tend to maximize
returns to the state and local governments ana its citizens 1in such
forms as tax revenues and resident employment and income.

Sec. 37.12.170. FINANCIAL ASSISTANCE. (a) In providing financial
assistance, the board shall

(¢D) consider- the proposals of qualified applicants or
the applicant has submitted a detailed proposal in the form prescribed
by the board; no assistance may be approved by the board unless it
finds, 1in writing, that

(A) the proposed project, if successful, will f
the purposes of the corporation as set out in sec. 40 of this

chapter;
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(B) the application contains an adequate plan for pro—
ject implementation, including, when applicable, a complete busi—
ness, financial and marketing plan for commercial activities;

(C) sufficient capital is not available from other
sources on reasonable terms;

(D) the applicant has agreed that if new renewable
resource industrial activity results from the proposed project, his
best efforts will be employed to keep that activity in the state
for a minimum period of time specified by the board;

(E) the applicant demonstrates that sufficient technical
and business expertise to accomplish the objectives of the proposed
project is available;

(F) all costs including additional governmental cost,
associated with and ancillary to the project and future obligations
generated by the project have been identified, including any neces—
sary operating, maintenance, or other support costs for the life of
the project;

(G) potential resource use conflicts that may result
from the proposed project are identified and evaluated, and when
necessary, plans to mitigate or resolve those conflicts and to
preserve for the future options for the use of the state®"s renew—
able resources arc included in the application;

) use the financial mechanism most appropriate to
conditions of the applicant and the. proposed project and which will most
effectively utilize the funds available; grants may be made by the board
of up to 90 per cent of the total project costs for the following pur—
poses :

) projects for the applied research and devel

products, technologies, or innovations for the rehabilitation,
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enhancement, or development of the state"s renewable resources;

(B) projects for the demonstration, on a one-time batis,
of the economic or technical feasibility of a nev? product, market,
or technology involving a renewable resource; or

(C) projects for the rehabilitation, enhancement, or
development of a common-property resource where the benefits from
the project cannot w: captured by any single economic unit.

(€)) in evaluating projects, consider the preferences and
priorities of the residents of the region in which the project is to be
located;

(4) require investments made by the corporation to be secured
by means determined to be appropriate, by the board.

(b) The board may not

(1) invest or otherwise provide assistance of more than five
per cent of the resources of the corporation or $1,500,000, whichever is
less, in a single project or applicant unless the legislature has ap-—
proved the investment by concurrent resolution;

2 invest in more than 49 per cent of the outstanding cor—
porate stock or other corporate obligations issued by an applicant
unless the legislature has approved the investment tv concurrent resolu—
tion ;

(3) make a loan for a period in excess of 30 years unless the
legislature has approved the loan by concurrent Lesolution;

(4) assume the responsibility for management of any project
in which it has invested and may not exercise voting rights for that
purpose or for any other purpose which is within the scope of managerial
control; or

(5) provide funds to any state agency unless that expenditure
is included in the corporation®s annual budget;
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(6) allocate to grants more than 10 per cent of the
appropriation of the corporation.

(c.) Nothing in this section prevents the board from taking such
action and exercising such rights as it considers necessary for the
protection of its financial interests in the event of

(1) actual or threatened default on any of the board"s in—
vestments ;

(2) actual or threatened insolvency of a project in which the
board has made an investment; cr

(3) any other immediate or actual circumstance or event which
jeopardizes an investment made by the board.

(d) Projects for which financial assistance is granted shall
comply with all applicable provisions of lav;.

Sec. 37.12.180. ELIGIBILITY FOR FINANCIAL ASSISTANCE. The board
may provide financial assistance if it finds that an applicant is quali—
fied to receive assistance. An applicant is qualified 1if

(1) he has submitted a proposal to the board in accordance
with sec. 170(a)(l) of this chapter;

(2) he is a resident of the state for three years or, if the
applicant is a partnership, corporation, or other association, the
majority interest as beneficially owned by residents of the state and a
majority of the owners are residents of the state/; and

(3) his projects which have previously received financi il
assistance from the corporation, if any, have complied with all require—
ments of that assistance and have performed with sufficient success or
promise to warrant further aid.

Sec. 37.12.190. REPORTS AND PUBLICATIONS. (a) The board shall
prepare and distribute 1in non-technical language materials describing

the purposes and activities of the corporation.

CSHB 682 (Finance) -10-
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(b) The board shall publish an annual report for the governor, the

legislature, and the public at the time of submitting its annual budget
request. Each annual report shall include financial statements and
audit reports, a statement detailing the sources from v/hich the corpora—
tion received money, a statement detailing the investments made by the
corporation, a summary and evaluation of the data required by sec,
160(5) and (6) of this chapter, a list of public facilities required Ly
or complementary to the corporation®s investment activity, and any other
information that the board of trustees believes would be of interest to
the recipients of the report.

Sec. 37.12.200. BUDGET AND APPROPRIATIONS. (a) The corporation
may expend money only as appropriated by the legislature. The corpora—
tion is subject to the Executive Budget Act (AS 37,07) except as pro-—
vided in (b) and (c) of this section.

(b) The budget of the corporation shall include the categories and
amounts of proposed financial assistance broken down by financing
mechanism and resource sector affected and all funds received by the
corporation whether through allocations made by this chapter, appropria—
tion, or otherwise. The total amount of the corporation®s operating
budget shall be specified separately in its budget and be appropriated
from the general fund.

(c) The unexpended and unobligated portion of the appropriations,
other than appropriations® for operating expenses, does not lapse into
the general fund at the end of a fiscal year, but remains available for
appropriation as provided in this section in subsequent fiscal years.

Sec. 37.12.210. ANNUAL AUDIT. The corporation shall have its
financial record audited annually by an independent outside auditor.

The legislative auditor may prescri.be the form and content of the finan- *
cial record of the corporation and shall have access to these records at
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any time.

Sec. 37.12.220. COOPERATION WITH OTHER AGENCIES. All departments,
agencies, nnd public corporations of the state shall provide informa—
tion, services and facilities to the corporation on its request. The
corporation shall reimburse tho department, agency, or corporation for
expenses reasonably incurred on the corporation®s behalf.

Sec. 37.12.230. TAX EXEMPTION. The corporation is exempt from all
taxes and assessments 1in the state. All security instruments 1issued by
the corporation, their transfer, and their income are exempt from ail
taxes and assessments 1in the state.

Sec. 37.12.240. TECHNICAL ASSISTANCE. (a) The corporation may
provide financing for pre-investment activities including feasibility
studies, when, in its opinion, the proposed project is of high priority
and the financing is not available from other sources on reasonable
terms and conditions. Amounts so advanced may form a part of a later
investment if the enterprise or project is financed by the corporation.

(b) The corporation may provide funding for technical and manage —
ment advice, and assistance to qualified applicants as it considers
necessary in the circumstances.

Sec. 37.12 250. PUBLIC ACCESS TO INFORMATION. Information in the
possession of the corporation is a public record, except that informa—
tion which discloses the particulars cf the business or affairs of a
private enterprise or investor® is confidential and is not a public
record. Confidential information may be disclosed only for the purposes
of an official lav; enforcement investigation or when its production is
required in a court proceeding. These restrictions do not prohibit the
publication of statistics presented in a manner that prevents the iden—

tification of reports, items, persons, or enterprises.

Sec. 37.12.260. DEFINITIONS. In this chapter, unless the context

CSHB 682 (Finance) -12-



otherwise requires,

(1) T"applicant™ means a person making application to the
corporation for financial assistance;

(2) "board" means the Board f Trustees of the Alaska Renew—
able Resources Corporation;

(3) "corporation" means the Alaska Renewable Resources Corpo—
ration ;

(4) "project" means products, markets, innovation, oi tech—
nological developments for-the rehabilitation, enhancement, or develop—
ment of renewable i*esources and includes applied research for those
products, markets, or technological developments;

(5) "rehabilitation, enhancement, and development” means any
activity or program which improves the health and well-being of a renew—
able resource or renewable resource population leading to an increase 1in
the quality or productivity of the resource and to an increase in the
benefits derived from the resource to the citizens of the state;

(6) "renewable resource" means non-human living organisms;
natural components of the environment, including the air, land, and
water; and energy systems which are naturally recurring or replenished,
Sec, 2. AS 37.11.040 is amended to read

Sec. 37.11.040. FUND BALANCES. Unappropriated or otherwise unen—
cumbered balances remaining in the Alaska renewable resources develop—
ment fund at the close of each fiscal year shall be transferred to the
Alaska renewable resources investment [PERMANENT] fund.

Sec. 3. AS 37.11.050 is amended to read:

Sec. 37.11.050. ALASKA RENEWABLE RESOURCES INVESTMENT [PERMANENT]
FUND. There is established as a separate fund the Alaska renewable re—
sources investment [PERMANENT] fund. Funds apportioned by sec. 60 of
this chapter for deposit in the investment [PERMANENT] fund are to be
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1 held perpetually in trust for the benefit of both present and future

2 generations of Alaskans.

3 * Sec. 4. AS 37.11.060 is amended to mad:

4 Sec. 37.11.060. FUND PRINCIPAL. Unappropriated or otherwise un—

5 encumbered balances remaining in the Alaska-renewable resources develop—
6 ment fund at the close of each fiscal year shall be deposited in the

7 investment [PERMANENT] fund. These deposits shall be considered fund

3 principal ard shall be invested in perpetuity in accordance with sec. 90 |
0 of this chapter [AS 37.10.070 (INVESTMENT OF SURPLUS STATE FUNDS)].

ul * Sec. 5. AS 37.11.070 is amended to read:

Sec. 37.11.070. UTILIZATION OF FUND INCOME. (@)_ Income received

from investment of investment: [PERMANENT] fund principal shall not be

12

13 held in trust, but shall be used to provide funding for capital and

X operating appropriations for the rehabilitation, enhancement and de—

H> velopment of renewable resources programs. The primary purpose of the

Wi programs shall be to restore the renewable resources of the, state for

17 common beneficial uses [PLANS FOR EXPENDITURES FROM FUND INCOME SHALL BE
HI PREPARED 1IN DETAIL BY THE APPROPRIATE STATE DEPARTMENT OR AGENCY AND

™ SHALL BE SUBMITTED BY THE GOVERNOR IN ACCORDANCE WITH THE EXECUTIVE

20 BUDGET ACT (AS 37.07) AS PART OF HIS ANNUAL BUDGET PRESENTATION TO THE
”n LEGISLATURE].

2 (b) Plans for expenditures from fund income shall be prepared
23 edetail by the cooperative efforts of the Departments of Natural Re —

21 sources, Fish and Game, Environmental Conservation, and Commerce and

20 Economic Development, and shall be submitted by the governor in accor—
20 dance with the Executive Budget Aci (AS 37.07) as part of his annual

27 budget presentation to the legislature. Not less than SO per cent of

73 the total plan submitted each year shall be apportioned for direct

70_ capital expenditures or investments.
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1 * Sec. 6. AS 37.11.080 is amended to read:
) Sec. 37.11.080. PROTECTION OF PRINCIPAL. A transaction involving
3 investment [PERMANENT] fund principal which results in an actual dollar

loss of principal shall be reimbursed in full from fund income before
any additional 1income is expended.
* Sec. 7. AS 37.11 is amended by adding a new section to read:
Sec. 37.11.090. INVESTMENTS. Investment responsibility for the
Alaska renewable resources investment fund shall reside with the trea—
sury division of the Department of Revenue. The treasury division may
invest the Alaska renewable resources investment fund in any investments
authorized in AS 39.35.110 so long as 1its investment policy 1iIs consis—
13 tent with the prudent-man rule.
* Sec. 8. AS 44.66.010(a) is amended by adding a new paragraph to read:
K (6) Alaska Renewable Resources Corporation (AS 37.12

15 i June 30, 1982.
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