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(2) " q u a l i f i e d  m o r t g a g e  i n s u r a n c e  c o m p a n y "  m e a n s  a m o r t g a g e  

i n s u r a n c e  c o m p a n y  s a t i s f a c t o r y  to the c o r p o r a t i o n ;

(3) " s p e c i a l  m o r t g a g e  l o a n  I n s u r a n c e  c o m m i t m e n t  fee" a n d  

" s p e c i a l  m o r t g a g e  l o a n  i n s u r a n c e  p r e m i u m "  m e an ,  r e s p e c t i v e l y , a fee of 

suc h  p e r  c e n t  of the p r i n c i p a l  a m o u n t  of a m o r t g a g e  l oan to be I n s u r e d  

u n d e r  this s e c tion, a n d  a n  a n n u a l  i n s u r a n c e  p r e m i u m  of s u c h  p e r  cent  

of the p o r t i o n  of the u n p a i d  p r i n c i p a l  a m o u n t  of a m o r t g a g e  l o a n  

i n s u r e d  u n d e r  this  s e c t i o n  w h i c h  is n o t  f e d e r a l l y  i n s u r e d  or g u a r a n t e e d  

or i n s u r e d  by a p r i v a t e  m o r t g a g e  c o m p a n y ,  w h i c h  the c o r p o r a t i o n  w i t h  

the a p p r o v a l  o f  the c o m m i s s i o n e r  of c o m m e r c e  d e t e r m i n e s  is a c t u a r i l y  

s o u n d  fo r  the o p e r a t i o n  of the m o r t g a g e  i n s u r a n c e  fund;

(4) "s t a t e v e t e r a n ' s  loan" m e a n s  a m o r t g a g e  l o a n  for r e s i­

d e n t i a l  h o u s i n g  m a d e  in a c c o r d a n c e  w i t h  AS 26.15;

(5) the d e t e r m i n a t i o n  of w h a t  is " a c t u a r i l y  so u n d "  w i t h  

r e s p e c t  to the o p e r a t i o n  o f  the m o r t g a g e  I n s u r a n c e  fu n d  s h a l l  be b a s e d  

on a c o n s i d e r a t i o n  of the f a c t o r s  w h i c h  w i l l  p r o v i d e  s u f f i c i e n t  

r e v e n u e s  for the o p e r a t i o n  o f  the fund, w i t h o u t  r e g a r d  to a m o u n t s  

w h i c h  m a y  h a v e  b e e n  or may, a f t e r  the d a t e  of d e t e r m i n a t i o n  o f  a c t u­

ar i a l  s o u n d n e s s ,  be a p p r o p r i a t e d  p u r s u a n t  to (f) of t his s e c t i o n ,  

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

o n  m o r t g a g e  l o a ns  i n s u r e d  u n d e r  thi s  s e c t i o n  b a s e d  o n  a c t u a l  d e f a u l t  

an d  loss e x p e r i e n c e  o n  t h o s e  m o r t g a g e  l o a n s  or on s i m i l a r  m o r t g a g e  

l o a n s  in A l a s k a  or e l s e w h e r e ,  e s t i m a t e s  of r e c o v e r i e s  on d e f a u l t e d  or 

f o r e c l o s e d  m o r t g a g e  l oa n s  b a s e d  on that e x p e r i e n c e ,  the t e r m s  and 

c o n d i t i o n s  of the m o r t g a g e  l o a n s  i n s u r e d  u n d e r  t his s e c t i o n ,  e s t i m a t e s  

of e a r n i n g s  an d  i n c o m e  of a m o u n t s  o n  d e p o s i t  in the m o r t g a g e  I n s u r a n c e  

fund, a n d  a ny  o t h e r  a p p r o p r i a t e  f a c t o r s.

* Sec. A. AS 1 8 . 5 6  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:
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Sec. 1 8 . 5 6 . 1 2 5 .  C A P I T A L  R E S E R V E  FUND. (a) F o r  th e  p u r p o s e  of 

s e c u r i n g  a n y  on e  or m o r e  I s s u e s  01 i.: o b l i g a t i o n s ,  the c o r p o r a t i o n  

m a y  e s t a b l i s h  one or m o r e  s p e c i a l  f u n d s ,  c a l l e d  " c a p i t a l  r e s e r v e  

f u n d s " ,  a n d  s h a l l  p a y  i n t o  t h o s e  c a p i t a l  r e s e r v e  f u n d s  (1) a n y  m o n e y  

a p p r o p r i a t e d  a n d  m a d e  a v a i l a b l e  by the state fo r  the p u r p o s e  of  a n y  of 

t h o s e  funds, (2) an y  p r o c e e d s  o f  the s a l e  of o b l i g a t i o n s ,  to the 

e x t e n t  p r o v i d e d  in t h e  r e s o l u t i o n  or r e s o l u t i o n s  of the corporaticr. 

a u t h o r i z i n g  t h e i r  I s s u a n c e ,  a n a  (3) a n y  o t h e r  m o n e y  w h i c h  m a y  be m a d e  

a v a i l a b l e  to t h e  c o r p o r a t i o n  f o r the p u r p o s e s  of t h o s e  f u n d s  f r o m  any 

o t h e r  source. A l l  m o n e y  h e l d  i n  a c a p i t a l  r e s e r v e  fund, e x c e p t  as 

p r o v i d e d  in thi s  s e ct i o n ,  s h a l l  be u s e d  as r e q u i r e d ,  s o l e l y  f o r  (1) 

t h e  p a y m e n t  of the p r i n c i p a l  o f  o b l i g a t i o n s  or of the s i n k i n g  fund 

p a y m e n t s  w i t h  r e s p e c t  to t h o s e  o b l i g a t i o n s ,  (2) th e  p u r c h a s e  or 

r e d e m p t i o n  of o b l i g a t i o n s ,  (3 ) the p a y m e n t  o f  i n t e r e s t  on o b l i g a t i o n s ,  

or (4) the p a y m e n t  of an y r e d e m p t i o n  p r e m i u m  r e q u i r e d  to le p a i d  w h e n  

t h o s e  o b l i g a t i o n s  a r e  r e d e e m e d  b e f o r e  m a t u r i t y ;  h o w e v e r ,  mon-'-y :Lri an y  

f u n d  m a y  no t  be w i t h d r a w n  f r o m  it at a n y  t i m e  in an a m o u n t  w h i c h  w o u l d  

r e d u c e  the a m o u n t  of t h a t  f u n d  to les s  t h a n  the c a p i t a l  r e s e r v e  r e q u i r e  

m e n t  set out i n  (b) o f  t hi s  s e c t i o n ,  e x c e p t  f o r  the p u r p o s e  o f  m a k i n g ,  

w i t h  r e s p e c t  to t h o s e  o b l i g a t i o n s ,  p a y m e n t ,  w h e n  due, of p r i n c i p a l ,  

I n t e r e s t ,  red' nption p r e m i u m s  an d  the s i n k i n g  f u n d  p a y m e n t s  for the 

p a y m e n t  of w h i c h  o t h e r  m o n e y  o f  the c o r p o r a t i o n  is not a v a i l a b l e .  Any 

I n c o m e  or i n t e r e s t  e a r n e d  by, or i n u r e m e n t  to, a c a p i t a l  r e s e r v e  fund, 

d u e  to the i n v e s t m e n t  of the f u n d  or a n y  o t n e r  a m o u n t s  in it, m a y  be 

t r a n s f e r r e d  by the  c o r p o r a t i o n  to o t h e r  f u n d s  or a c c o u n t s  of the 

c o r p o r a t i o n  to uhe e x t e n t  that the t r a n s f e r  d o e s  n o t  r e d u c e  the a m o u n t  

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

(b) If th e  c o r p o r a t i o n  d e c i d e s  to i s s u e  o b l i g a t i o n s  s e c u r e d  by 

s u c h  a c a p i t a l  r e s e r v e  fund, the o b l i g a t i o n s  m a y  not be i s s u e d  if the



a m o u n t  i n  the c a p i t a l  r e s e r v e  f u n d  is l e s s  t h a n  suc h  a pe r  cent, not 

e x c e e d i n g  10 p e r  c e n t  of the p r i n c i p a l  a m o u n t  of a l l  o f  t h o s e  o b l i g a­

ti o n s  s e c u r e d  by that c a p i t a l  r e s e r v e  f u n d  the n  to be i s s u e d  a n d  t h e n  

o u t s t a n d i n g  in a c c o r d a n c e  w i t h  t h e i r  terms, as ma y  be e s t a b l i s h e d  by 

r e s o l u t i o n  of th e  c o r p o r a t i o n  ( c a l l e d the " c a p i t a l  r e s e r v e  fun d  

r e q u i r e m e n t " ) ,  u n l e s s  the c o r p o r a t i o n ,  at the t ime of i s s u a n c e  o f  the 

o b l i g a t i o n s ,  d e p o s i t s  in t h e  f u n d  f r o m  the p r o c e e d s  of the o b l i g a t i o n s  

to be i s s u e d  or f r o m  o t h e r  s ou r c e s ,  an a m o u n t  w h i c h ,  t o g e t h e r  w i t h  the 

a m o u n t  t h e n  i n  th e  fund, w i l l  not be l e s s  t h a n  the c a p i t a l  r e s e r v e  

f u n d  r e q u i r e m e n t .

(c) I n  c o m p u t i n g  the a m o u n t  of a c a p i t a l  r e s e r v e  f u n d  fo r the 

p u r p o s e  o f  t h i s  s e c t i o n,  s e c u r i t i e s  in w h i c h  a l l  or a p o r t i o n  o f  the 

f u n d s  a r e  i n v e s t e d  s h a l l  be v a l u e d  at p ar  or, i f  p u r c h a s e d  at l e s s  

t h a n  par, at a m o r t i z e d  c o s t s  if th e  t e r m  is d e f i n e d  by r e s o l u t i o n  of 

the c o r p o r a t i o n  a u t h o r i z i n g  t h e  i s s u e  o f  the o b l i g a t i o n s ,  or by some 

o t h e r  r e a s o n a b l e  m e t h o d  e s t a b l i s h e d  by the c o r p o r a t i o n  by r e s o l u t i o n .  

V a l u a t i o n  o n  a p a r t i c u l a r  d a t e  s h a l l  I n c l u d e  the a m o u n t  of I n t e r e s t  

e a r n e d  or a c c r u e d  to that d a t e  o n  the s e c u r i t i e s .

(d) T o  a s s u r e  the c o n t i n u e d  o p e r a t i o n  a n d  s o l v e n c y  of the c o r­

p o r a t i o n  f or  th e  c a r r y i n g  out o f  its c o r p o r a t e  p u r p o s e s ,  p r o v i s i o n  is 

m a d e  i n  (a) of thi s  s e c t i o n  for the a c c u m u l a t i o n  in c a p i t a l  r e s e r v e  

f u n d s  of a n  a m o u n t  e q u a l  to the c a p i t a l  r e s e r v e  f und r e q u i r e m e n t .

(e) T h e  c h a i r m a n  of the c o r p o r a t i o n  s h a l l  a n n u a l l y ,  no l a t e r  

t h a n  J a n u a r y  2, m a k e  a n d  d e l i v e r  to the g o v e r n o r  and c h a i r m e n  of the 

h o u s e  a n d  s e n a t e  f i n a n c e  c o m m i t t e e s  his c e r t i f i c a t e  s t a t i n g  the sum, 

if any, r e q u i r e d  to r e s t o r e  any c a p i t a l  r e s e r v e  fun d  to the c a p i t a l  

r e s e r v e  f u n d  r e q u i r e m e n t .  T h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  s u c h  a sum, 

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

l e g i s l a t u r e  f o r  s u c h  r e s t o r a t i o n  s h a l l  be d e p o s i t e d  by the c o r p o r a t i o n
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i n  the p r o p e r  c a p i t a l  r e s e r v e  fund. N o t h i n g  in th i s  s e c t i o n  c r e a t e s  a 

d e b t  or l i a b i l i t y  o f  the state.

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

c a p i t a l  r e s e r v e  fund, th e  c o m m i s s i o n e r  of r e v e n u e  m a y  l e n d  m o n e y  in 

t he g e n e r a l  f u n d  to the c o r p o r a t i o n  f o r  d e p o s i t  in a c a p i t a l  r e s e r v e  

f u n d  in a n  a m o u n t  e q u a l  to t h e  c a p i t a l  r e s e r v e  f u n d  r e q u i r e m e n t .  Th e  

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

by t h e  c o m m i s s i o n e r  of r e v e n u e  a n d  the c o r p o r a t i o n ,  i n c l u d i n g  w i t h o u t  

l i m i t a t i o n ,  t e r m s  c'nd c o n d i t i o n s  p r o v i d i n g  that the l o a n s  n e e d  not be 

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

s e c u r e d  by the c a p i t a l  r e s e r v e  f u n d  a r e  n o  l o n g e r  o u t s t a n d i n g .

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

1 0 . 0 7 0 ( c ) .
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U...B -j-he rationale is that these Investments, even if they r only be 
“ J purchased at market value, should be retained as a t.n.-tii to the 

people of the State in scma manner.

This alternative is only offered if the Governor decides to aell the 
mortgages that are now assets of the General Fund. The Legislature 
does not recommend selling General Fund assets at a loss.

Respectfully submitted,

lone, Chairman 
nance Committee"

CSSB The Finance Committee has had COMMITTEE SUBSTITUTE FOR 
310 SENATE BILL NO. 310 amended (leaves of absence for auxil- 
am lary members of armed forces) under consideration and a 

majority of the members of the Committee recommends It 
be replaced with HOUSE COMMITTEE SUBSTITUTE FOR COMMITTEE 
SUBSTITUTE FOR SENATE BILL NO. 310 offered by the State 
Affairs Committee (same title) and that It do pass. The 
report was signed by Mr. Malone, Chairman, and concurred 
in by Dnncan, Haughton, Haugen, Cowper, Guy, Buchholdt,
Itta, Cruenlng and Malone.

COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 310 amended was 
referred to the Rules Committee for placement on the 
calendar.

SB The Judiciary Committee has had SENATE BILL HO. 358 (land 
358 to be conveyed to the state ln trust for future cities

under Alaska Native Claims Settlement Act; effective date) 
under consideration and a majority of the members of the 
Committee recommends it be replaced with HOUSE COMMITTEE 
SUBSTITUTE FOR SENATE BILL NO. 358 offered by the Community 
and Regional Affairs Committee (same title) and that It 
do pass with the following amendment:

Amendment No. 1 by the Judiciary Committee:

Page 1, lint 25: Add to the end of Section 150 (c):

"Such approval shall be by resolution 
filed with the department."

The report was signed by Mr. Bradley, Vice Chairman, and 
concurred in by Bradley, Eliason, Cotton and Brown.

SENATE BILL NO. 358 was referred to the Rules Committee 
for placement on the calendar.

CSSB The Health, Education and Social Services Committee has 
367 had COMMITTEE SUBSTITUTE FOR SENATE BILL MO. 367 (corres­

pondence study; effective date) under consideration and 
the members of t'ne Committee recommend It do pass. Tho 
report wts signed by Mrs, Sullivan, Chairman, and concurred 
ln by Sullivan, Hackney, Orterback and Cstrorky. N ot. 

concurrln; was Swanson who has no recommendation.
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i! ■■! ar.v err.!* t:,r..~ \ad SEN'wF HILL NO. i^O ar.er.1ei 
1 lover:.’r's Commissi or, • r. the Administration of Justice) 
unuer - r.sldorat ion or.d the nemi ers 'f the Cor.rltt.ee report 
I" raer with individual reecmnendatior.r. The rep"rt was 
slfhfri ty "r. Gardiner, Chairman. Gardir.er, Brown anti 
cradle;.’ recommend do pass; Cotten, "penring and Eliason 
recomr.isn: do r.ct rass.

SENATE BILL 1.0. ltn amended was referred tc the Rules 
Committee for placement or. the calendar.

The Finance Committee has had SENATE P1LI. NO. 171 (termin­
ating the Alaska State Mortgage Association) under con­
sideration and a majority of the members of the Committee 
recommends it dc pass. The report was signed by Mr. 
Malone, Chairman, and concurred in ty Malor.e, ruckho) it, 
Duncan, Itta, Naughton, Guy, Haugen, Grueninc ar.d Cowper.

SENATE BILL NO. 171 was referred to the Rules Committee 
for placement on the calendar.

The Finance Committee has had COMMITTEE SUBSTITUTE FOR 
SENATE BILL NO. l8l (leans for construction of hatchery 
facilities; effective date) under consideration and a 
majority of the members of the Committee recommends It 
do pass. The report was signed ty Mr. Malone, Chairman, 
and concurred in by Malone, Buchhcidt, Dur.can, Itta, 
Naughton, Guy, Haugen, Gruening and Cowpc-r.

COMMITTEE SUBSTITUTE FOR SENATE BII.I. NO. 1 = 1 was referro: 
to the Rules Committee for placement or the calendar.

The Finance Committee has had COMMITTEE SUBSTITUTE FOR 
SENATE BILL NO. 28y (enlarging the purposes and powers or 
the Alaska Housing Finance Corporation; effective date) 
under consideration and a majority of the members of the 
Committee recommends it do pass. The report was signed 
by Mr. Malone, Chairman, and concurred ln by Buchholdt, 
Itta, Duncan, Naughton, Haugen, Gruening, Cowper and 
Malone. Not concurring was Guy who has no recommendation.

COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 289 wa3 referred 
to the Rules Committee for placement on the calendar.

Finance Committee statement of Intent on C S S B  SU'j appears 
as follows:

"HOUSE FINANCE COMMITTEE REPORT 
of

LEGISLATIVE INTENT 
for

COMMITTEE SUBSTITUTE TOR SENATE BILL ilO. 289

It is '.lie Legislature's intent that the State should nrn/ide the Public 
employees Retirement System and the Teachers Retirement System funds 
with an opportunity to purchase State veterans' mortgage’, from the 
General Fund before selling these mortgages to another buyer, such as 
the Alaska Housing Finance Corporation.

SB
lip
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recon. iiends :
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BY CROFT, BUTROVICH, 
IN T H E  S EN AT E T I L L I O N  AND KERTTULA

SENATE B I L L  NO. 297 

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

N INTH L E G IS LA T UR E - F I R S T  SESS IO N 

A B I L L

For an Act entitled: "An Act e s ta b li sh in g the Al aska m i ne ra l  lease bonus

permanent fund; arid p r o v i d i n g  for an effective date." 

BE IT E N A CT ED  BY T H E  L EG IS L AT UR E OF TH E S T A T E  OF ALASKA:

* Section 1. AS 37.11 is a m e n d e ^ b y  a d d i n g  new sections to read:

C H A PT ER  11. PE R M A N E N T  [ RE NE WA BL E  RESOURCES] FUNDS.

A R T I C L E  2. ALASKA M I NE RA L  L EA S E B O N U S  P E R M AN E NT  FUND.

Sec. 37.11.100. PURPOSE. The legi sl a tu re  finds and declares that 

it is e ss e nt ia l to p reserve the r e v e n u e  d e ri ve d  from min er al  lease bonus 

sales, a n o n - r en ew ab le  resource, for future genex'ations of Alaskans, and 

further, that this purpose best can b e  served by p r e s e r v i n g  this income 

in a permanent fund to be used for invest m en t capital by Alaska r e s i­

dents.

Sec. 37.11.110. ALASKA M I N E R A L  L E AS E  BO NU S P E R M A N E N T  FUND. There 

Is established as a separate fund the A l as ka  m i n e ra l lease bonus p e r m a n­

ent fund. Receipts de si gn a t e d  u n d e r  sec. 120 o f  this chapter for deposit 

in the p er manent fund are to be h e l d  p e r p e t u a l l y  In trust for the benefit 

o f  b ot h present and future g en er at i on s o f  Alaskans.

Sec. 37.11.120. FUN D PRINCIPAL. N i n et y- fi ve  per cent of the

rec ei pt s paid the state fr om  m i ne ra l lease bonu s es  shall be d ep os it ed  in

the pe rm an e nt  fund. These d e p os it s shall be co n si de re d fund pr in ci pa l

and shall be Inv e st ed  in perpet ui ty  in a c c o r d a n c e  with A S  37*10.070

(Investment of surplus state funds). However, the type3 o f  investments

that wa y be mad e are limit e d to:

(1) o b l ig at io ns  of, o r  o b l i g a t i o n s  insu re d o r  guaranteed by,

C 0 / v i / V i i j i t t  c o p y .  .



the U n i te d Staten or agen ci es  o r  i n s tr um en ta l it ie s o f  the United States;

(2) oblig at i on s secured by r e s e rv es  paid in by the U ni te d 

States or a g e n c ie s or instrumen ta li ti e s of the United States or o b l i g a­

tions o f  corp or a ti on s in w h i c h  the U n ited States is a s ha re ho ld e r or 

member;

(3) notes issued by P a r m e r’s Home Administration;

(*J) b a n k  c er t ificates o f  deposit which are secured as to the 

payment o f  pr in ci p al  a n d  Interest in a c co rd an c e w i t h  A l a s k a  law; or

(5) state loan p rograms that are d esigned by law as e ligible 

for peruianent fund Investment.

Sec. 37.11.130. USE OP P U K D  INCOME, (a) Income r eceived from 

investment fund p r in ci pa l piay be:

(1) reinv es te d  In Investments a ut h or is ed  under sec. 120 o f  

this chapter;

(2) app ro pr ia te d  for the a d m i n i s t r a t i o n  o f  the fund; or

(3) appr op ri at e d to provide funding for o p e r a t i n g  o r  capital 

expenditures.

(b) Plans for expen di tu re s of fund income u nder (a) of this secti on  

shall be p r e pa re d in < tail by the a pp ro pr ia te  state department or a ge nc y  

and shall be submitted by the go ve r n o r  in ac co rd an ce  w i t h  the Executive 

Budget Act (AS 37.07) as part of his an nual budget pres en ta t io n to the 

legislature. *

Sec. 37.11.1*10. PROTECTION OF PRINCIPAL. An investment t ra ns a c t i o n  

in volving fund p ri ncipal w h i c h  results in an actu a l d ol l ar  loss of p r i n­

cipal shall be r ei m bu r s e d  in full from fund income b e fo re  a d di ti on al  

income is expended.

Sec. 2. Thi s Act takes effect i mm ediately in accor da nc e  w i t h  AS 01.10.-
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I n t r o d u c e d ; 1/21/7!)
R e f e r r e d :  F i n a n c e

BV CRDF?, B U T R C V I C H ,
T I L L I O N  AM D  KEP.77UT_,A

S E N A T E  3 I L L  MO. 297 

ID' T H E  L E G I S L A T U R E  O F  T H E  S T A T E  C? A L A S K A  

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

A B I L L

for arl Act e n t i t l e d :  "An Act e s t a b l i s h i r g  th e  A l a s k a  m i n e r a l  lease t ' r.us

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

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

- S e c t i o n  1. AS 3 7 . 1 1  is a m e n d e d  by a d d i n g  n e w  s e c ' i o n s  to reaa:

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

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

See. 37.1 1 . 1 0 0 .  P U R POSE. T h e  l e g i s l a t u r e  finds and ci- dr.r. .: *.ha» 

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

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

further, that t his p u r p o s e  be s t  can bo s e r v e d  by p r e s e r v i n g  this .income 

Ln a p e r m a n e n t  f u n d  to be used for I n v e s t m e n t  c a p i t al  by Alar it a t - 

dents.

Sec. 3 7 . 1 1. 1 1 0 .  A L A S K A  M I N E R A L  L E A S E  B O N U S  P E R M A N E N T  FUND. TL.-rr

is e s t a b l i s h e d  as a s e p a r a t e  fund the A l a s k a  mint lease bonus p e r m a n­

ent fund. R e c e i p t s  d e s i g n a t e d  u n d e r  s e c . 120 of this c h a p t e r  for do, s11 

in tin p e r m a n e n t  fund a r e  to be h e l d  p e r p e t u a l l y  In t r u s t  for the tone fit 

o f  bol.h p r e s e n t  a n d  f u t u r e  g e n e r a t i o n s  o f  Alaskans.

.f.c. 37. l i . I- ' 1. F U N D  P R I N C I P A L .  Mine-: y - f i v t  j rent s' •

r e c e i p t s  pai d  the s t a t e  f r o m  m i n e r a l  l e a s e  b o n u s e s  ,nstill ire dope sitVC in 

t.:ie p e r m a n e n t  fund. T h e s e  d e p o s i t s  s hall be c o n s i d e r e d  fund p r J n c i p t l  

aiia s hall be i n v e s t e d  in p e r p e t u i t y  ir: a c c o r d a n c e  wii.i AN 37 • 10.07 'i 

( i n v e s t m e n t  of s u r p l u s  s t a t e  funds). H o w e v e r ,  the types of i n v e s t m e n t s  

that ma y  be m a d e  a r e  l i m i t e d  to:

(1) o b l i g a t i o n s  of, or o b l i g a t i o n s  i n s u r eu  or guaranto* ;i i y ,

-1- ^  yuy
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R e f e r r e d :  F i n a n c e

BY CROFT, B U T R O V I C H ,
UN T H E  S E N A T E  T I L L I O N  A N D  K E R T T U L A

S E N A T E  BI L L  NO. 297

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

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

A B I L L

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

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

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

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

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

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

Sec. 37.11.100. PURPOSE. The l e g i s l a t u r e  finds and d e c l a r e s  that 

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

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

f u r ther, that this p u r p o s e  bes t c a n  be s e r v e d  by p r e s e r v i n g  this in co m e  

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

dents.

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

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

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

in the per: nt fund are to be h e l d  p e r p e t u a l l y  in trust for the b e n e f i t

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

Sec. 37.11 .1 2 0 .  F U N D  P R I N C I P A L .  N i n e t y - f i v e  pe r cent of th e  •

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

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

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

( i n v es t m e n t  of s u r p l u s  s t a t e funds). H o w e v e r ,  the t y p e s  of i n v e s t m e n t s

that m a y  be m a d e  are l i m i t e d  to:

(1) o b l i g a t i o n s  of, or o b l i g a t i o n s  i n s u r e d  or g u a r a n t e e d  by,

- 1 -  S B  2 9 7
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the U n i t e d  S t a t e s  or a g e n c i e s  o r  i n s t r u m e n t a l i t i e s  of the U n i t e d  Stat e s ;

(2) o b l i g a t i o n s  s e c u r e d  by r e s e r v e s  p a i d  ln by the U n i t e d  

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

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

memb e r ;

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

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

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

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

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

Sec. 37.11 .1 3 0 .  U S E  O F  F U N D  INCOME. (a) I nc o m e  r e c e i v e d  f r o m  

i n v e s t m e n t  fund p r i n c i p a l  m a y  be:

(1) r e i n v e s t e d  in i n v e s t m e n t s  a u t h o r i s e d  u n d e r  sec. 1 2 0  of 

this chapter;

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

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

e x p e n d i t u r e s .

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

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

a nd s h a ll  be s u b m i t t e d  by the g o v e r n o r  In a c c o r d a n c e  w i t h  the E x e c u t i v e  

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

l e g i s la t u r e .

Sec. 37.1 1 . 1^ 0 .  P R O T E C T I O N  O F  P R I N C I P A L .  An i n v e s t m e n t  t r a n s a c t i o n  

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

ci p a l  shall be r e i m b u r s e d  in full f r o m  f und i n c o m e  b e f o r e  a d d i t i o n a l  

i n c o m e  is exp e n d e d .

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

( c ) .
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BY CROFT, B U T R O V I C H ,
Je n  t h e  s e n a t e  t i l l i o n  a n d  k e r t t u l a

S E N A T E  B I L L  NO. 297 

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

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

A B I L L

7or an Act e n t i t l e d :  "An Act e s t a b l i s h i n g  the A l a s k a  m i n e r a l  l e a s e  b o n u s

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

3F. IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALAS K A :

* S e c t i c n  1. AS 3 7.11 is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

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

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

Sec. 37.11 . 1 00 .  P U R POSE. The l e g i s l a t u r e  finds and d e c l a r e s  that 

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

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

f u r t he r ,  that t h i s  p u r p o s e  b est ca n  be s e r v e d  by p r e s e r v i n g  this I n c o m e  

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

dents.

Sec. 3 7 . 11 . 1 1 0 .  A L A S K A  M I N E R A L  L E A S E  B O N U S  P E R M A N E N T  FUND. T h e r e  

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

ent fund. R e c e i p t s  d e s i g n a t e d  u n d e r  sec. 12 0  of thi s  c h a p t e r  for d e p o s i t  

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

of  b o t h  p r e s e n t  a n d  f u t u r e  g e n e r a t i o n s  of A l a s k a n s .

Sec. 37 . 1 1 . 1 2 0 .  F U N D  P R I N C I P A L .  N i n e t y - f i v e  p e r  cent of the •

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

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

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

( i n v e s t m e n t  o f  s u r p l u s  s t a t e  funds). H o w e v e r ,  the t y p e s  o f  i n v e s t m e n t s

that m a y  be m a d e  are l i m i t e d  to:

(1) o b l i g a t i o n s  of, o r  o b l i g a t i o n s  i n s u r e d  or g u a r a n t e e d  by,

I n t r o d u c e d :  3 / 2 1 / 7 5

R e f e r r e d :  F i n a n c e
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the U n i t e d  S t a t e s  or a g e n c i e s  or i n s t r u m e n t a l i t i e s  of the U n i t e d  S t a t e s ;

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

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

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

m e m b e r ;

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

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

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

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

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

Sec. 3 7 . 1 1. 1 3 0 .  U S E  OF F U N D  INCO M E .  (a) Income r e c e i v e d  f ro m  

i n v e s t m e n t  fun d  p r i n c i p a l  m a y  bo:

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

t hi s  chapt e r ;

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

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

e x p e n d i t u r e s .

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

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

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

B u d g e t  Act (AS 37*07) as par t  o f  his a n n u a l  b u d g e t  p r e s e n t a t i o n  to the 

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

Sec. 3 7 . 1 1 . 1 ^ 0.  P R O T E C T I O N  OF P R I N C I P A L .  An i n v e s t m e n t  tr a n s a  cion 

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

cip a l  sha l l  be r e i m b u r s e d  in full f r o m  f u n d  i n c o m e  b e f o r e  a d d i t i o n a l  

I n c o m e  is e xpended.

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

170(c).
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I n t r o d u c e d :  3 / 2 1 / 7 5

R e f e r r e d :  F i n a n c e

B Y  CROFT, B U T R O V I C H ,
N T H E  S E N A T E  T I L L I O N  AN D  K E R T T U L A

S E N A T E  B I L L  NO. 297 

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

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

A B I L L

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

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

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

* S e c t i o n  1. AS 3 7 . 11  is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

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

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

Sec. 3 7 . 11 . 1 0 0 .  P U R POSE. Th e  l e g i s l a t u r e  f inds a n d d e c l a r e s  that 

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

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

f u r t h e r ,  that thi s  p u r p o s e  be s t  ca n  be s e r v e d  by p r e s e r v i n g  t h i s  i n c o m e  

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

dents.

Sec. 37.1 1 . 1 1 0.  A L A S K A  M I N E R A L  L E A S E  B O N U S  P E R M A N E N T  FUND. T h e r e  

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

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

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

o f  b o t h  p r e s e n t  an d f u t u r e  g e n e r a t i o n s  of A l a s k a n s.

Sec. 3 7 . 1 1 . 12 0 .  F U N D  P R I N C I P A L .  N i n e t y - f i v e  p e r  cent o f  the •

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

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

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

( i n v e s t m e n t  o f  s u r p l u s  s t a t e  funds). H o w e v e r ,  the t yp e s  of i n v e s t m e n t s

tha t m a y  be m a d e  a r e  l i m i t e d  to:

(1) o b l i g a t i o n s  of, or o b l i g a t i o n s  i n s u r e d  or g u a r a n t e e d  by,
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th e  U n i t e d  S t a t e s  or a g e n c i e s  or i n s t r u m e n t a l i t i e s  of th e  U n i t e d  States;

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

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

tions o f  c o r p o r a t i o n s  in w h i c h  th e  U n i t e d  S t a t e s  is a s h a r e h o l d e r  or 

m e m b e r ;

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

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

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

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

f o r  p e r m a n e n t  fund invest m e n t.

Sec. 37.1 1 . 1 3 0 .  U S E  OF F U N D  INCOME. (a) I n c o m e  r e c e i v e d  f r o m  

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

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

t his c h a p t e r ;

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

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

e x p e n d i t u r e s .

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

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

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

B u d g e t  Act (AS 37-07) as part of h i s  a n n u a l  b u d g e t  p r e s e n t a t i o n  to the 

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

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

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

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

I n c o m e  is exp e n d e d.

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

070(c).
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A p r i l  2, 1975

The H o n o r a b l e  B ill Ray 

C h a i r m a n

Se n a t e  F i n a n c e  C o m m i t t e e  

A l a s k a  State L e g i s l a t u r e  

S t a t e  C a p i t o l  

Juneau, A K  99811

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

S e n a t e  Bill No. 297, an Act e s t a b l i s h i n g  the Al a s k a  m i n e r al  lease b o nu s  

p e r m a n e n t  fund w a s  i n t r o d u c e d  on M a r c h  21, 1975 and was r e f erred to the 

S e n a t e  F i n a n c e  Committee.

At the request of J i m  Fennel, I am t r a n s m i t t i n g  a copy of a m e m o r a n d u m  

d a t e d M a r c h  27, 1975 from L a w r e n c e  C. Eppenbach, Deputy Commissioner, 

D e p a r t m e n t  of R e v e n u e  to S t e r l i n g  Gallag h e r ,  C o m m i s s i o n e r  of Revenue 

c o n c e r n i n g  Se n a t e Bill No. 297 and H o u s e  B i l l  No. 3 2 A wh i c h  though 

not i d e n t i c a l  is s i m il a r  to S en a t e  Bill No. 297.

For y o u r  i n f o r m a t i o n  the H o u s e  Fi n a n c e  C o m m i t t e e  in s u b m i t t i n g  a 

C o m m i t t e e  S u b s t i t u t e  for House Bill No. 324 c h a n g e d  what w ould appear 

in Sec. 37 . 11 . 1 2 0  FUND P R I N C I P A L  of Se n a t e  Bill No. 297 to read M l MISTY 

per cent of the receipts rather than the N i n e t y - f i v e  per cert and gave 

a b r o a d e r  s p e c t r u m  of i n v e s t m e n ts  w i t h  the e x c e p t i o n  of i nvestments 

in c o m m o n  or pr e f e r r e d  stocks.

If y o u  have any q u e s t i o ns  on the m a t e r i a l  s u b m i t t e d  please call the 

w r i t e r  and T. will cont a c t  Mr. E p p e n b a c h  for f u r t h e r  material or 

t e s t i m o n y  b e f o r e  the Sen a t e F i n a n c e  Committee.

Very truly yours,

R. D. S t e v e n s o n  

Special A s s i s t a n t

RDS :s p

E n c l o s u r e

cc L a w r e n c e  Eppenbacli 

De p u t y  C o m m i s s i o n e r  

D e p a r t m e n t  of Revenue



Sterling GaLagher 

Commissioner 

Department of Revenue M a r c h  27, 1975

Lawrence C. Eppenbach 

Deputy Commissioner 

Department of Revenue

Treasury Comments on 

H B  324 and SB 297

This m e m o r a n d u m  summarizes preliminary Treasury comments on H B  324 

and S B  297, Acts establishing an Alaska mineral lease bonus permanent 

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

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

w h e n  Alaska's nonrenewable wealth will be gone. W e  are also deeply involved . 

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

in Fiscal Years 1976-1978 which both bills m a y  directly effect. O u r  comments, 

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

of the revenue effect of setting aside bonus payments.

begun, such a fund m a y  acquire a long term character.

Contributions

T h e  deposit of 95% ot mineral lease bonus into a permanent fund would cause 

a total of 102% to be dedicated (5% Renewable Resource, 2% Claims Act).

In addition, the sharing of cash bonus as distinct from l’oyalty payments, 

rentals, etc. would add a n e w  dimension to the question of whether the state 

should adopt royalty bid lease contracts.

General

H B  324 and S B  297 proposes to create a permanent fund b y  an act of

legislation morally obligating future legislatures to leave it intact. Once



T h e  most cx'itical aspect of a 95% bonus sharing is the previously mentioned 

impact on planning the state's financial response lo our temporary crunch.

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

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

year lo help the State meet its pending financial obligations.

Investment

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

discretion of professional investment managers held responsible for their 

actions under a prudent m a n  rule. Such investment authority would allow 

the fund to take m a x i m u m  advantage of imperfect markets (made so because 

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

Ideally a permanent fund has its portfolio balanced between instruments 

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

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

inflation.

A S  37.10.070 provides a comprehensive list of desirable investment instru­

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

Alaskan residential and commercial mortgages and c o m m o n  stock. T h e  

Treasury division recom mends that this list be adopted intact. Should there 

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

c o m m o n  stock, then it should be specifically deleted. T h e  approach taken 

b y  1IB 324 imposes unnecessary and undesirable limitations on the range 

of legal investments.

- 2 -
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There is some concern expressed in Treasury as to the legality of (a) (3) 

regarding the limitations on appropriations of fund income. T h e  approach 

taken in S B  297 (otherwise identical) of deleting this portion obviously removes 

this issue. Hoxvever, w e  are not attorneys and suggest a review of this 

provision b y  the Department of L a w .

Additional Points

T h e  proceeds of cash bonus bids add to the state's total stock of wealth.

It would be desirable to continue to have claim to this total wealth to secure 

State G O  bonds. Rating agencies have expressed concern that any division 

of our resource development proceeds m a y  injure our ability to secure debt.

Of course, any ’egislature could appropriate these funds to meet the debt 

service requirements of state bonds. However, a bond buyer would be more 

assured and hence require less interest if such a pledge w a s  m a d e  specifically.

Cost of Administration

T h e  Treasui’y  Division does not anticipate any cost of administration re­

quiring a fiscal note at this time with acceptance of Treasury's proposed 

197G budget. Future expenses, not expected to be large, would be displayed 

in future annual budgets.

U s g  o f  F u n d  Income



I, the undersigned, an e m p loyee of the State of Alaska, d o  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, aiiH 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.
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Date
Mr. President: 

The Committee on has had ?nii

st? -a1a3. apnroripi at ion Tor computerised corrorace thnoame tax data bane
under consideration. A majority of the members of the Committee

f j recommends it do pass

r j recommends it do not pass

o recommends it do pass v;ith attached amendment(s)

n recommends it be replaced with CS for and that

CS for do pass

/~7 (and) recommends it be referred to the

committee

f j reports it back without recommendation

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

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

F I S C A L  N O T E

I. R E Q U E S T  .
B i l l  IF.?. SB 304 L _
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II. F I S C A L  D E T A I L
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C . P O S I T I O N S :
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9 /
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i n .
A N A L Y S I S  (See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  ill)

See l e t t e r  to S e n a t o r s  lluber and R e p r e s e n t a t i v e  C o w p e r  d a t e d  M a r c h  18, 1975, m e m o  

to R a n d a l p h  B e r r y  d a t e d  D e c e m b e r  9, 1974, and l e t t e r  to J a y  H o g a n  d a t e d  M a r c h  .13, 

1974, all of w h i c h  a r e  attached.

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

V . D A T E  :____ M a r ch 26, 1 975 P R E P A R E D  BY:
F r e d e r i c k  P. B o e t s c h ,  C P A  

D e p u t y  C o m m i s s i o n e r  for T a x a t i o n

Origin'll: ? filritlv?*: F i n a n c e
T • • * . - . 1V 4 1W.JJU /;,•.....

P r i m e  S p o n s o r  (First r,?g j..s3 at o r  N&rrnij)c t  -



M a r c h  18* 1 975

T h e  H o n o r a b l e  John. H u b e r  

A l a s k a  S t a t e  S e n a t e  

S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  S e n a t o r  Huber:

J £

. A* ’>

It ia D y  u n d e r s t a n d i n g  t h a t  y o u  3 r c  i n t e r e s t e d  in d e v e l o p i n g  a d a t a  b a s e  for 

the s t u d y  of s t a t e  c o r p o r a t e  i n c o n e  taxe3. T o r  y o u r  i n f o r m a t i o n ,  11CR 73 w h i c h  

p a s s e d  last y e a r  p r o v i d e d  f o r  s u c h  a study. I n  r e s p o n s e  to tha t  I s e n t  a l e t t e r  

d a t e d  M a r c h  13, 1974 to J a y  H o g a n  and a m e m o r a n d u m  d a t e d  D e c e m b e r  9, 1974 to 

R a n d o l p h  D e r r y  o u t l i n i n g  t h e  p r o p o s e d  w e a n s  of c a p t u r i n g  th e  n e c e s s a r y  d at a  in 

c o m p u t e r - r e a d a b l e  f o r m  f o r  s u c h  a s t u d y  to t a k e  place. I w i l l  o n l y  e m p h a s i s e  

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

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

t h a t  t h e a m o u n t  of m o n e y  rec;nested b e t w e e n  the  two m e m o r a n d u m s  d e c r e a s e d ,  fnis 

ic d u e  t o  two factors: 1) t h e  i n s t a l l a t i o n  w i t h i n  the D e p a r t m e n t  o f  h e v e n u e

o f  s o m e  S i n g e r  150 0 d a t a  c a p t u r i n g  d e v i c e s  and 2) t h e  i m p l c m e n t e t i o n o f  the 

F e d e r a l  CiiTA p r o g r a m  for u n e m p l o y e d  i n d i v i d u a l s  ’..’he r e b y  w e  c a n  ge t  the p e r s o n a l  

s e r v i c e s  of i n d i v i d u a l s  p a i d  f o r  b y  F e d e r a l  funds.

I still t h i n k  that a n  o n - g o i n g  c o s t  o f  $ 1 8 , 0 0 0  to $ 2 0 , 0 0 0  p e r  y e a r  is c e r t a i n l y  

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

f o r m  f o r  m o r e  d e t a i l e d  a n a l y s i s  b y  o u r  o w n  s t a f f  as w e l l  as c c o n o m i .ts f r o m  the 

U n i v e r s i t y  o f  A l a s k a  or s t a f f  a n a l y s ' s  f r o m  t h e  L e g i s l a t u r e .  In o r d e r  to get 

t h e  p r o g r a m  o f f  tiie g r o u n d  a n  a p p r o p r i a t i o n  o f  a b o u t  $ 1 0 , 0 0 0  f o r  the c u r r e n t  

f i s c a l  y e a r  w o u l d  allot/ u s  r:o consnonce the p r o g r a m m i n g  w o r k  n e c e s s a r y  arid an 

a p p r o p r i a t i o n  in F Y  1976 of a b o u t  $ 2 0 , 0 0 0  w o u l d  c o m p l e t e  t h a t  p r o g r a m m i n g  and 

a l l o w  u s  to c a p t u r e  all c o r p o r a t e  d a t a  f o r th e last t h r e e  ye a r s .  A n  i n t e r­

ag e n c y  a g r e e m e n t  b e t w e e n  us  and t h e  'Legislative C o u n c i l  c o u l d  a l s o  b e  u s e d  to p r o­

v i d e  the n e c e s s a r y  f u n d s . I n  fact, it w a s  o u r  u n e e r a t e n d i n g  t hat this is the w a y  

th o  m a t t e r  w o u l d  b e  h a n d l e d  and t h e r e f o r e  w e  d i d  n o t  s e e k  a n  a p p r o p r i a t i o n  in 

o u r  n o r m a l  o p e r a t i n g  b ud g e t .

_ a m  e n c l o s i n g  c o p i e s  of m y  m e m o r a n d u m  to Mr. D e r r y  and m y  l e t t e r  to Mr. liogan 

of l ast y e a r  w h i c h  I b e l i e v e  i n c l u d e  all the p e r t i n e n t  i n f o r m a t i o n .  1 w o u l d  b e  

h a p p y  to d i s c u s s  this m a t t e r  v/ith you ,  y o u r  s t a f f  an d  y o u r  f e l l o w  l e g i s l a t o r s  

at y o u r  c o n v e n i e n c e .

Best: r eg a r d s ,

F r e d e r i c k  P. B oc t s c h ,  C.F.A. 

D e p u t y  C o m m i s n l o n e r ,  T a x a t i o n

Dr. C h a r l e s  L. S c h r o t h  

R e s e a r c h  S u p e r v i s o r  

D e p a r t m e n t  or R e v e n u e



March 18, 1975

T h e  H o n o r a b l e  S t e v e  C o w p e r  

A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s  

S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  Mr. Coup e r :

I t  is ray u n d e r s t a n d i n g  that  y o n  a r e  i n t e r e s t e d  in d e v e l o p i n g  a d a t a  b a s e  for 

th e  s t u d y  o f  s t a t e  c o r n o r a t e  i n c o m e  ta::e3. F o r  y o u r  i n f o r m a t i o n ,  1ICR 78 w h i c h  

p a s s e d  last y e a r  p r o v i d e d  for o u c h  a study. In  r e s p o n s e  to t hat I s e n t  a l e t t e r  

da t e d  M a r c h  13, 1 974 to J a y  H o g a n  an d  a m e m o r a n d u m  d a t e d  D e c e m b e r  9, 197 4  to 

R a n d o l p h  K e r r y  o u t l i n i n g  the p r o p o s e d  m e a n s  of c a p t u r i n g  the n e c e s s a r y  d a t a  i n  

c o m p u t e r - r e a d a b l e  f o r m  l o r  s u c h  a s t u d y  to t a k e  place. I w i l l  o n l y  e m p h a s i z e  

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

h e n s i v e  s t u d y  of t h e  c o r p o r a t e  i n c o m e  t a x  s t r u c t u r e  c a n  be m a d e .  Y o u  \ri.ll n o t e  

that t h e  a m o u n t  o f  m o n e y  r e q u e s t e d  b e t w e e n  t h e  two m e m o r a n d u m s  d e c r e a s e d ,  i n I s  

is d u e  to two f a c tors: 1) t h e  i n s t a l l a t i o n  w i t h i n  t h e  D e p a r t m e n t  o f  R e v e n u e

o f  s o m e  S i n g e r  1 5 0 0  d a t a  c a p t u r i n g  d e v i c e s  and 2) the i m p l e m e n t a t i o n  o f  th e  

F e d e r a l  C E T A  p r o g r a m  f o r  u n e m p l o y e d  i n d i v i d u a l s  w h e r e b y  u e  c a n  ge t  the p e r s o n a l  

c e r v l c e o  o f  i n d i v i d u a l s  paid for b y  F e d e r a l  f u n ds  .

I s t i l l  t h i n k  that a n  o n - g o i n g  c o s t  of $ 1 8 , 0 0 0  to $ 2 0 , 0 0 0  p e r  y e a r  is c e r t a i n l y  

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

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

U n i v e r s i t y  o f  A l a s k a  o r  s t a f f  a n a l y i s t s  f r o m  the L e g i s l a t u r e .  In o r d e r  to g e t  

th e  p r o g r a m  off t h e  g r o u n d  a n  a p p r o p r i a t i o n  of a b o u t  $ 1 0 , 0 0 0  for the c u r r e n t  

f i s c a l  y e a r  w o u l d  a l l o w  us to c o m m e n c e  th e  p r o g r a m i n g  w o r k  n e c e s s a r y  a n d  o n  

a p p r o p r i a t i o n  i n  F Y  197 0  o f  a b o u t  $ 2 0 , 0 0 0  w o u l d  c o m p l e t e  t h a t  p r o g r a m m i n g  and 

a l l o w  U 3  to c a p t u r e  all c o r p o r a t e  d a t a  fo r  th e las t  t h r e e  y e a r s .  A n  i n t e r­

a g e n c y  a g r e e m e n t  b e t w e e n  u s  .and the L e g i s l a t i v e  C o u n c i l  c o u l d  a l s o  b o  u 3 e d  to p r o­

v i d e  the n e c e s s a r y  funds. I n  fact, it w a s  o u r  u n d e r s t a n d i n g  t h a t  thin is t h e  w a y  

th e  m a t t e r  w o u l d  h e  h a n d l e d  and t h e r e f o r e  w e  d i d  n o t  s e e k  an a p p r o p r i a t i o n  in 

o u r  n o r m a l  o p e r a t i n g  b u d g e t .

I a m  e n c l o s i n g  c o p i e s  o f  m y  memornndusn to M r .  B e r r y  nnd m y  l e t t e r  to M r .  H o g a n  

o f  last y e a r  w h i c h  I b e l i e v e  i n c l u d e  al l  th e  p e r t i n e n t  i n f o r m a t i o n .  I w o u l d  b e  

h a p p y  t o  d i s c u s s  this m a t t e r  w i t h  y ou, y o u r  s t a f f  and y o u r  f e l l o w  l e g i s l a t o r s  

at y o u r  c o n v e n i e n c e .

Be s t  r e ga r d s ,

F r e d e r i c k  P. B o e t s o h ,  C.P.A.

D e p u t y  Coinmisuioner, T a x a t i o n

cc: Dr. C h a r l e s  L. S c h r o t h

R e s e a r c h  S u p e r v i s o r  

D e p a r t m e n t  o f  R e v e n u e
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MEMORANDUM State of Alaska
TO: R a n d o l p h  B e r r y

R e v i s e r  o f  S t a t u t e s  

L e g i s l a t i v e  A f f a i r s  A g e n c y  

S t a t e  C a p i t o l ,  R o o m  11 1

FROM: F r e d e r i c k  P. B o e t s c h  

D i r e c t o r  

A u d i t  D i v i s i o n

date: D e c e m b e r  9, 1 9 7 4  

FILE NO:

TELEPHONE NO:

s u b j e c t : C o r p o r a t e  I n c o m e  T a x  S t u d y

W e  h a d  p r e v i o u s l y  d i s c u s s e d  a n d  a g r e e d  that t h e  c o r p o r a t e  i n c o m e  tax 

a t u d y  c o u l d  b e  d o n e  i n - h o u s c  a n d  that it w o u l d  b e  m o r e  d e s i r e a b l e  to 

d o  it t h a t  w a y  tha n  to h i r e  a c o n s u l t a n t  s i n c e  this t ype of s t u d y  r e­

q u i r e s  a n  o n - g o i n g  p r o g r a m  of d a t a  g a t h er i n g ,  a n a l y s i s ,  a n d  r e v i e w .

Tiie d a t a  g a t h e r i n g  f u n c t i o n  is, of course, f u n d a m e n t a l  to a n y  t y p e  

of i n t e l l i g e n t  r n a l y s i o  of i n c o m e  t a x  or a n y  o t h e r  tax, i t s  r e v e n u e  

p r o d u c i n g  c a p a b i l i t i e s ,  a n d  its i n c i d e n c e  o n  th e  t a x p a y e r s  u p o n  w h o m  

i t  is a o s c G s e d .  T h e r e  a r e  a n u m b e r  of q u e s t i o n s  that s h o u l d  b e  a s k e d  

o n  a  c o n t i n u i n g  b a s i s  e v e r y  y e a r  n n d  over a p e r i o d  of y e a r s .  It w o u l d  

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

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

W e  p r o p o s e  that a n  i n i t i a l  d a t a  c a p t u r e  b e  m a d e  f r o m  e x i s t i n g  c o r p o r a t i o n  

tax r e t u r n s  w h i c h  w o u l d  p r o v i d e  u s  w i t h  ^11 of t h e  m a j o r  c a t e g o r i e s  

of i n f o r m a t i o n  that w o u l d  b e  n e e d e d  to answer m a n y  t y p e s  of q u e s t i o n s  

t h a t  h a v e  b e e n  or c o u l d  b e  a s k e d  a b o u t  the A l a s k a  C o r p o r a t i o n  N e t  I n c o m e  

T ax. W h i l e  t h e r e  a r e  s o m e  i n i t i a l  3tart u p  c o s t s  to p r o v i d e  t h e  b a s i c  

f o r m a t  a n d  p r o g r a m m i n g  for c a p t u r i n g  this d a t a ,  o n - g o i n g  e x p e n s e s  w o u l d  

b e ,  '-re feel, r a t h e r  m i n i m a l .

T h e  d a t a  to b e  c a p t u r e d  w o u l d  c o n s i s t  of a l l  of the i n f o r m a t i o n  o n  t h e  

A l a s k a  C o r p o r a t i o n  I n c o m e  T a x  R e t u r n ,  page two, w h i c h  i n d i c a t e s  i d e n t i f y i n g  

data, t y p e  of f i l i n g  a n d  th e  c a l c u l a t i o n  o£ the tax o n  l i n e s  o n e  t h r o u g h  

e i g h t e e n .  T h e  d a t a  i n d i c a t e d  o n  the  a p p o r t i o n m e n t  s c h e d u l e , p a g e  3 i t e m s  

o n e  t h r o u g h  f ive, c o l u m n s  A, ii, a n d  A  d i v i d ed  b y  B and p a g e  o n e  of the 

F e d e r a l  f o r m  1120, l i n e s  o n e  t h r o u g h  28, w h i c h  is i n c l u d e d  a s  a p a r t  of 

f i l i n g  o f  t h e  A l a s k a  C o r p o r a t i o n  a n d  In c o m e  T a x  R et u r n .  C a p t u r i n g  t h i s  

d a t a  o n  c o m p u t e r  t a p e  w o u l d  g i v e  us  t he  a b i l i t y  to a n s w e r  m o s t  o f  t h e  

q u e s t i o n s  to b e  a s k e d  a b o u t  t h e  c o r p o r a t i o n s  s u c h  as the a m o u n t  of t a x  

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

I n d u s t r y  or b y  zip c o d e ,  t h e  t o t a l  sales, the a m o u n t  or i n c o m e  a p p o r t i o n e d  

to A l a s k a  fo r  iiultiGtatc c o r p o r a t i o n s  d o i n g  n u 3 i n e a c  in t h e  S t a t e ,  etc.

T h e  i n i t i a l  c o s t  of s e t t i n g  u p  t h e  d a t a  c a p t u r i n g  a n d  a n a l y s i s  w o u l d  r u n  

a b o u t  $ 2 5 , 0 0 0 ,  this is fo r  d a t a  c a p t u r i n g  d e v i c e s ,  tapes, I B M  c o m p u t e r  tim e  

a n d  p r o g r a m m e r s .  A p p r o x i m a t e l y  $ 7 , 0 0 0  of that a m o u n t  is d e v o t e d  to p ro g r n m -  

n i n g ,  m o s t  of w h i c h  w o u l d  b e  for t h e  Init i a l  s e t  up. On a n  o n - g o i n g  b a s i s ,  

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

w o u l d  r u n  a b o u t  $ 1 8 , 0 0 0  to $ 2 0 , 0 0 0  a year. O b v i o u s l y ,  t his is a v e r y  m i n o r  

c o s t  coiuuaxed w i t h  t h e  r e a l  n e c e s s i t y  to h a v e  a c c u r a t e  i n f o r m a t i o n  

u p o n  w h i c h  to m a k e  d e c i s i o n s  r e g a r d i n g  p o s s i b l e  tax l a w  c h a n g e s  w h i c h  

c o u l d  h a v e  the e f f e c t  of s e v e r a l  m i l l i o n s  of d o l l a r s  o n  the S t a t e  t r e a s ur y .  

W i t h o u t  g o o d  d a t a  It is d i f f i c u l t ,  if r.ot i m p o s s i b l e ,  to m a k e  i n t e l l i g e n t  

d e c i o i o n o  a n d  r a t i o n a l  c h o i c e s  a m o n g  v a r i o u s  t a x  a l t e r n a t i v e s .



• . W S S l

R A n d o l p h  B e r r y - 2- December 9, 1974

I h o p e  that: thi s  p r o g r a m  w o u l d  b e  th e  p i l o t p r o g r a m  for a n  e f f o r t  to 

s u b j e c t  a l l  o f  o u r  t a x  progranr, to t hi s  type o f  a n a l y s i s  b a s e d  o n  c o m p r e h  

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

FPb/bjn

cc: C h a r l e o  S c h r o t h

R e s e a r c h  A n a l y s t  

E x c i s e  T a x  D i v i s i o n



y. D ear  l t r  • ITogan :

You h a v e  a s k e d  f o r  comments on n p ro p o n ed  n t u d y  o f  t h e  c o r p o r a t e  in co m e  
j . t a x  s t r u c t u r e  a n d  e s t i m a t e s  o f  t h e  c o a t  o f  c o n d u c t i n g  s u c h  a  s t u d y  w h ic h

w o u ld  b e  i n c u r r e d  b y  t h e  D e p a r tm e n t  o f  R e venue  a s  a  r e s u l t  o f  i t 3  i p a r t i c i p a t i o n  i n  t h e  s t u d y .

F i r s t ,  I  t h i n k  t h a t  t h e  i d e a  o f  c o n d u c t i n g  s u c h  a  s t u d y  i s  e x c e l l e n t .
As y o u  know , o u r  c o r p o r a t e  a n d  i n d i v i d u a l  in co m e  t a x e s  a r c  t i e d  i n t o  
the f e d e r a l  t a x  s t r u c t u r e .  The t h e o r y  b e h i n d  s u c h  t i e - i n  i n  t o  m i n i m i s e  
the a d m i n i s t r a t i v e  p ro b le m s  i n v o l v e d  i n  a d m i n i s t e r i n g  t h e  t a x  a c t  b y  
r e l y i n g  on f e d e r a l  r e g u l a t i o n s ,  r u l i n g s ,  a d m i n i s t r a t i v e  d e c i s i o n s  a n d  
c o u r t  c a s e s .  I n  t h e o r y ,  t h i s  i s  a  f i n e  s y s t e m .  H o w eve r ,  i n  p r a c t i c e ,  
we o f t e n  f i n d  t h a t  t h e  t a x  p o l i c i e s  p u r s u e d  b y  C o n g r e s s  a t  t h e  n a t i o n a l  
l e v e l  a r e  so m e t im e s  i n c o r j i s t e n t  w i t h  o r ,  i n  f a c t ,  e v e n  d e t r i m e n t a l  to  
p o l i c i e s  w h ic h  s h o u ld  b e  f o l l o w e d  b y  t h e  S t a t e .  T h i s  i n  p a r t i c u l a r l y  
t r u e  i n  t h e  c a s e  o f  A l a s k a  w h e re  we f i n d  a n  u n d e r - d e v e lo p e d  r e s o u r c e - b a s e d  
economy l n  c o n t r a s t  to  t h e  h i g h l y  s o p h i s t i c a t e d ,  t e c h n o l o g i c a l  m anu­
f a c t u r i n g  a n d  d i s t r i b u t i n g  economy o f  t h e  U n i t e d  S t a t e s  a 3  a  w h o le .  I t  
is n o t  c u p r i s i n g  t h e n ,  s i n c e  t a x e s  a r e  o f t e n  u s e d  b y  C o n g r e s s  as a  f i s c a l  
a n d  s o c i a l  t o o l ,  t o  f i n d  t h a t  t h e  p o l i c i e s  p u r s u e d  b y  C o n g r e s s  when u s i n g  
this t o o l  do n o t  f o l l o w  p o l i c i e s  d e s i r a b l e  f o r  t h e  S t a t e ,

It is t h e  r e s p o n s i b i l i t y  o f  t h e  S t a t e ,  t h e r e f o r e ,  to  r e v i e w  s u c h  a  s y s t e m  
on a  r e g u l a r  b a s i s  and  to  a s c e r t a i n ,  w here  c h a n g e s  h a v e  t a k e n  p l a c e  i n  t h e  
F e d e r a l  F a x  C ode , w h e th e r  t h o s e  c h a n g e s  a r e  d e s i r a b l e  f r o m  t h e  S t a t e ' s  
v i e w p o i n t .  F u r t h e r m o r e ,  w h e re  e co n o m ic  c o n d i t i o n s  v . ’ t h l n  t h o  S t a t e  h a v e  
c h a n g e d ,  i t  i s  a l s o  n e c e s s a r y  t o  r e v i e w  t h e  f e d e r a l  t a x  p o l i c i e s  to  s e e  
if t h e y  a r e  c o n s i s t e n t  w i t h  t h e  c h a n g e s  i n  t h e  S t a t e ' s  economy an d  w i t h  
tho g o a l s  o f  t h e  S t a t e .  In i t s e l f ,  t h i s  seem s t o  me a  s u f f i c i e n t  b a s i s  
for an  o n - g o i n g  a n a l y s i s  o f  t h e  S t a t e ' s  economy i n  r e l a t i o n s h i p  t o  t h e  
t a x  s t r u c t u r e  i n  o r d e r  to  m ake  i n t e l l i g e n t ,  p o s i t i v e  d e c i s i o n s  a b o u t  
w h e t h e r  t h e  s y s t e m  13 i n  f a c t  m e e t i n g  t h e  g o a l s  nnd o b j e c t i v e s  o f  S t a t e  
p o l i c y .  I  t h i n k  t h a t  t h e  c o r p o r a t e  in co m e  t a x  a r e a  i s  p r o b a b l y  a  good 
p l a c e  t o  s t a r t  s i n c e ,  a c c o r d i n g  t o  our  f i g u r e s ,  c o m p l i a n c e  i n  t h l 3  a r e a  
io p r o b a b l y  more o f  a  p r o b le m  t h a n  i n  many o f  our o t h e r  to : :  t y p e s .

Jay Hogan, Director 
Division of Legislative 

Finance 
Room 425, State Capitol 
Pouch W
Juneau, AK. 99801
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As I u n d e r s t a n d  t h e  p r o p o s a l ,  p e o p le  fro m  o ur  d e p a r tm e n t  nnd y o u r  
d e p a r t m e n t  w o u ld  w ork  t o g e t h e r  w i t h  a  l e g i s l a t i v e  c o m m it t e e  to  p e r fo r m  
t h e  b a s i c  s t u d y  nnd  a n a l y s i s  o f  t h e  e x i s t i n g  s y s t e m  an d  mane r e c o m m e n d a t io n s  
on  how i t  s h o u ld  b e  c h a n g e d .  T hese  p r o p o s a l s  w o u ld  be  t h e  s u b j e c t  t h e n  
o f  p u b l i c  h e a r i n g s  t o  b e  h e l d  a ro u n d  t h e  S t a t e  w h e re  u n  c o u l d ,  a t  t h a t  
t i m e ,  r e c e i v e  i n p u t  fro m  t h e  p u b l i c  i n  g e n e r a l  a n d  from  p a r t i c u l a r  i n t e r e s t e d  
g r o u p s ,  o u ch  a s  t h e  c h a m b e r s  o f  commerce and  o t h e r  b u s i n e s s m e n . T h i s  
a p p r o a c h ,  I  t h i n k ,  i s  a  good one s i n c e  t h e r e  i s  n g r e a t  d e a l  o f  d i s ­
i l l u s i o n m e n t  am ong t h e  g e n e r a l  p u b l i c  on t h e  f a i r n e s s  o f  o u r  t a x i n g  
s y s t e m s .  P a r t i c u l a r  n o t a r i e t v  h a s  r e c e n t l y  b e e n  p a i d  to  t h e  l a r g e  
c o r p o r a t i o n s  a n d  w e a l t h y  i n d i v i d u a l s  w ho , i n  t h e  m in d  o f  t h e  p u b l i c ,  
a r e n ' t  p a y i n g  t h e i r  f a i r  s h a r e  o f  t h e  t a x .  A l t h o u g h  i t  m ay be d i f f i c u l t  
t o  d i s t i l l  come o f  t h e  c o m p l e x i t i e s  o f  t h e  in co m e  t a x  s y s t e m  to  a  p o i n t  
w h e re  t h e y  c a n  b e  p u b l i c l y  d e b a t e d  an d  d i s c u s s e d ,  I  t h i n k  t h i s  a t t e m p t  
s h o u ld  b e  made an d  t h a t  t h e  p u b l i c  s h o u ld  b e  b r o u g h t  i n t o  t h e  d i s c u s s i o n  
n t  a n  e a r l y  s t a g e  and  a s  f u l l y  a s  p o s s i b l e .  B y  r e c e i v i n g  a l l  o f  t h i s  
i n p u t  and  c o m in g  up  w i t h  some, k i n d  o f  l e g i s l a t i o n  w h ic h  h a s  i n  i t  c o n t r i b u t i o n s  
f ro m  e a c h  o f  t h e s e  s o u r c e s ,  wo h ave  I  t h i n k  t h e  b e s t  o p p o r t u n i t y  to  
d e v e l o p  a  c o r p o r a t e  s t r u c t u r e  t h a t  w i l l  b e  p u b l i c l y  a c c e p t a b l e  and  w i l l  
a c c o m p l i s h  t h e  r e v e n u e  r a i s i n g  nnd e q u i t y  o b j e c t i v e s  t h a t  we m i g h t  h a v e .

At t h e  o u t s e t ,  o f  c o u r s e ,  we s h o u ld  r e a l i z e  t h a t  t h e r e  a r e  c e r t a i n  r e s t r a i n t s  
on o u r  a b i l i t y  to  t a x  c o r p o r a t e  n e t  i n c o m e .  I  w o n ' t  go i n t o  a l l  t h e  
t e c h n i c a l i t i e s  a t  t h i s  p o i n t ,  s i n c e  I  b e l i e v e  t h a t  t h a t  s h o u ld  bo  t h e  
s u b j e c t  uc i n i t i a l  m e e t i n g s  on t h i s  n t u d y .  S u f f i c e  i t  to  s a y  t h a t  t h e r e  
i s  f e d e r a l  o v e r r i d i n g  l e g i s l a t i o n  w h ic h  p l a c e s  l i n i t a t i o n . s  on a  s t a t e ' s  
J u r i s d i c t i o n a l  r e a c h  to  im p o se  a  c o r p o r a t e  in co m e  t a x  and  t h e r e  i s  
l e g i c l a t J a n  p e n d i n g  i n  C o n g r e s s  a t  t h i s  t im e  w h ic h  w ou ld  go f u r t h e r  i n  t h e  
area o f  t a x a t i o n  o f  i n t e r s t a t e  b u s i n e s s e s .  F u r t h e r m o r e ,  t h e  M u l t i s t a t e  
Tax C o m p ac t ,  o f  w h ic h  we a r c  aam em ber , and  w h ic h  s e e k s  to  d e v e lo p  a  
u n i f o r m  m e an s  o f  t a x a t i o n  b y  c o o p e r a t i v e  e f f o r t  am ount t h e  s t a t e s ,  i s  
being c u e d  b y  t h e  U n i t e d  S t a t e s  S t e e l  C o r p o r a t io n  a n d  o t h e r s  i n  t h e  F e d e r a l  
c o u r t  i n  t h e  S o u t h e r n  D i s t r i c t  o f  hew Y o r k .  The p l a i n t i v e s  s e e k  to  h a v e  
the C o m m is s io n  d i s b a n d e d  on t h e  g ro u n d s  t h a t  i t  c o n s t i t u t e s  a  co m pac t  
i n  v i o l a t i o n  o f  t i i e  p r o v i s i o n s  o f  th e  U . S .  C o n s t i t u t i o n  w h ic h  r e q u i r e s  
that c o m p a c t s  among s t a t e s  be  a p p ro v e d  b y  C o n g r e s s .  A t t h i n  p o i n t  i n  
t i n e ,  C o n g r e s s  h a s  n o t  a c t e d  a t  a l l  i n  t h i n  a r e a .  Our a t t o r n e y  b e l i e v e s  
t h a t  t h e  n o n - a c t i o n  o f  C o n g r e s s  i m p l i e s  c o n s e n t  s i n c e  m any a g r e e m e n t s  
do e x i s t  b e t v  e n  a n d  among s t a t e s  t h a t  h a v e  n o t  h ad  C o n g r e s s ' s  o f f i c i a l  
b l e s s i n g .  In  t h e s e  i n s t a n c e s ,  and  i n  o u r  p a r t i c u l a r  c a s e ,  t h e  c o m p a c t s  
do n o t  u s u r p  a n y  a u t h o r i t y  o f  C o n g re s s  o r  p r e t e n d  t o .  At a n y  t im e  C o n g r e s s  
c o u l d  o v e r r i d e  a n y  o f  t h e s e  co m p ac ts  o r  a g r e e m e n t s  b y  t a k i n g  p o s i t i v e  
a c t i o n  on i t .  H o w e ve r ,  we a r c  i n  t h e  s i t u a t i o n  now w here  we h a v e  to  
defend o u r s e l v e s  i n  t h i 3  l a w s u i t .

The c o s t  o f  t h e  p ro p o n e d  s t u d y  from  t h e  D epar tm en t  o f  R e v e n u e ' s  s t a n d p o i n t  
i s ,  X t h i n k ,  r e l a t i v e l y  m in o r .  Ue do h a v e  a  r e s e a r c h  a n a l y s t  i n  t h e  
D e p a r tm e n t  n t  t h e  p r e s e n t  t im e  who h a s  b e e n  d o in g  a  g r e a t  d e a l  o f  w ork i n  
p u t t i n g  t o g e t h e r  v a r i o u s  t y p e s  o f  d a t a  b a s e s  an d  i n  d o in g  some a n a l y t i c a l  
work f o r  u s  i n  v a r i o u s  a r e a s .  Ho i s  i n  t h e  p r o c e s s  now o f  h i r i n g  an  
n G s i s t a n t  to  h e l p  h im  i n  n e t t i n g  up t h e  a n a l y t i c a l  f r a m e w o rk .  The n e x t
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t h i n g  we need  to  d o ,  i s  d e v e lo p  a  d a t a  b a se ,  on C o r p o r a t e  In com e T ax  
r e t u r n s  b y  p u l l i n g  o f f  a  g r e a t  d e a l  o f  i n f o r m a t i o n  fro m  the. r e t u r n s .
Due to  t h e  m any d i f f e r e n t  w a y s  i n  w h ic h  r e t u r n s  a r e  f i l e J  w i t h  1 1 3 , i t  i s  
r e a l l y  i m p o s s i b l e  f o r  u s  to  m e r e l y  s e n d  a  r e t u r n  to  a  k e y  p u n c h  o p e r a t o r  
a n d  e x p e c t  h e r  t o  a c c u r a t e l y  a b s t r a c t  t h e  c o r r e c t  i n f o r m a t i o n .  F u r t h e r ­
m o re ,  s o n e  o f  t h e s e  c o r p o r a t e  r e t u r n s  a r e  h u n d r e d s  o f  p a g e s  l o n g .  T h e r e f o r e ,  
t h e  r e t u r n s  t h e m s e l v e s  m u s t  be  a n a l y s e d  and  t h e  p e r t i n e n t  d a t a  a b s t r a c t e d  
b y  i n d i v i d u a l s  who a r e  f a m i l a r  w i t h  t h e  c o r p o r a t e  t a x  r e t u r n s .  We e n v i s i o n  
a t  t h i s  t i n e ,  t h a t  t h a t  i n f o r m a t i o n  c o u ld  b e  a b s t r a c t e d  and  p l a c e d  on 
some s o r t  o f  d a t a  c o d i n g  s h e e t s  w h ic h  w o u ld  t h e n  h e  k e y p u n c h e d  and  e n t e r e d  
i n t o  a  d a t a  p r o c e s s i n g  s y s t e m .  I n  o r d e r  t o  g i v e  u s  a  r e a s o n a b l e  d a t a  
b a s e ,  i t  w ou ld  n r o b a b l y  b e  n e c e s s a r y  t o  a b s t r a c t  t h i s  i n f o r m a t i o n  fro m  
a l l  o f  our r e t u r n s  f o r  tho  l a s t  t h r e e  y e a r s .  T h in  w o u ld  i n v o l v e  t h e  
d e t a i l e d  a n a l y s i s  o f  so n e  t e n  th o u s a n d  c o r p o r a t e  r e t u r n s  a n d  t h e  
a b s t r a c t i o n  o f  p e r t i n e n t  d a t a  o n to  t h e  c o d i n g  s h e e t s .  I  e s t i m a t e  t h a t  
i t  w o u ld  t a k e  f o u r  p e o p le  a b o u t  f o u r  m o n th s  to  p u l l  o f f  a l l  o f  t h i s  
i n f o r m a t i o n .  I  t h i n k  t h a t  t h i s  work c o u l d  h e  b a n d i e d  b y  c l e r i c a l  p e r s o n n e l  
on  a  t e m p o r a r y  b a s i s  i f  t h e y  'were u n d e r  p r o p e r  s u p e r v i s i o n .  P e r s o n a l  
S e r v i c e s  c o s t s  t h e r e f o r e  w o u ld  run  a b o u t  t w e l v e  t h o u s a n d  d o l l a r s  f o r  th e se ,  
p e o p l e .  I n  a d d i t i o n ,  we w o u ld  need  f u n d s  f o r  s y s t e m s  a n a l y s i s  w ork to  s e t  
u p  t h e  d a t a  p r o c e s s i n g  s y s t e m  f o r  c a p t u r i n g  and  r e c o r d i n g  t h e  d a t a  and  
a n a l y z i n g  i t  i n  a  m e a n i n g f u l  m a n n e r .  A l s o  we w o u ld  need  p r o g r a m m in g  w ork  
an d  k e y p u n c h .  A f t e r  c o n s u l t i n g  w i t h  o u r  r e s e a r c h  a n a l y s t ,  we h a v e  d e c i d e d  
t h a t  s u c h  work w o u ld  p r o b a b l y  i n v o l v e  no more t h a n  $ 2 5 ,ODD t o  $ 3 0 ,0 0 0  i n  
C o n t r a c t u a l  S e n / i c e s  f u n d s  t o  do t h e  n e c e s s a r y  a n a l y s i s ,  p r o g r a m m in g ,  
k e y p u n c h ,  c o m p u te r  t i n e ,  e t c .  T h e r e f o r e ,  I  t h i n k  v/e c a n  s a f e l y  p l a c e  
t h e  c o s t  to  t h e  D ep a r tm en t  o f  R e venue  o f  t h i s  p ro g r a m  a t  b e tw e e n  $ 3 7 ,0 0 0  
nnd  $ 4 2 ,0 0 0 .

Once we h a v e  a l l  o f  t h e  p e r t i n e n t  d a t a ,  e n t e r e d  i n t o  t h e  co m p u te r  f i l e  nnd 
t h e  a b i l i t y  to  a n a l y z e  t h i s  d a t a  i n  s e v e r a l  d i f f e r e n t  w a y s , v e  c a n  p r o c e e d  
t o  s e e  w h a t  t h e  e f f e c t s  o f  v a r i o u s  c h a n g e s  i n  t h e  c o r p o r a t e  t a x  l a v ;  m i g h t  
b e  i n  t e r m s  o f  t h e  r e v e n u e s  p ro d u ced  a n d  the. d i s t r i b u t i o n  o f  t h e  t a x  
b u r d e n .  I  know t h a t  t h e r e  a r e  e c o n o m i s t s  a t  t h e  U n i v e r s i t y  o f  A l a s k a  a n d  
I  b e l i e v e  i n  t h e  D e p a r tm e n t  o f  E co n o m ic  D eve lo pm en t  who w o u ld  n o t  o n l y  be  
v e r y  h e l p f u l  to  u s  i n  t h i s  e n d e a v o r ,  b u t  who a r e  p r o b a b l y  e a g e r  to  g e t  
i n t o  s u c h  a  d a t a  b a s e  nnd s u b j e c t  i t  to  v a r i o u s  a n a l y t i c a l  t o o l s  t !  a t  t h e y  
h a v e  a t  t h e i r  command. I t  i s  c o n c i o v a h l e  t h a t  s u c h  i n f o r m a t i o n  c o u ld  b e  
r u n  t h r o u g h  e x i s t i n g  e co n o m ic  m o d e ls  o f  t h e  P t a t c  o f  A l a s k a  i n  o r d e r  to  
d e t e r m in e  t h e  e f f e c t s  o f  a  c h a n g i n g  c o r p o r a t e  t a x  s t r u c t u r e  on t h e  economy 
an d  on S t a t e  r e v e n u e s .  I  t h i n k  t h a t  t h e s e  a v e n u e s  o f  r e s e a r c h  s h o u ld  be  
e x p lo r e d  i n  t h e  f o r m a t i v e  s t a g e s  o f  t h i s  s t u d y .

/
As I  s t a t e d  e a r l i e r ,  t h i s  s t u d y  s h o u ld  n r o b a b l y  b e  v ie w e d  a s  a  p i l o t  s t u d y .  
W h i le  1 t  l n  c e r t a i n l y  i n v o l v e d  i i ;  an  a r e a  t h a t  i s  v e r y  c r i t i c a l  i n  t e r m s  o f  
o v e r a l l  s t a t e  t a x  p o l i c y  and  r e v e n u e s ,  t h e r e  i s  no  d o u b t  i n  r.iy m ind  t h a t  
o t h e r  t a x  a r e a s  need  to  be  s t u d i e d  i n  a  s i m i l a r  m a n n e r .  C e r t a i n l y  t h e  - 
i n d i v i d u a l  in co m e  t a x  w h ic h  i s  a l s o  t i e d  to  the. f e d e r a l  c o d e ,  t h e  g r o s s  
b u s i n e s s  t a x ,  th o  f i s h  t a x e s ,  t h e  s c h o o l  t a x ,  t h e  w h o le  r a n g e  o f  e x c i s e  
t a x e s  an d  no f o r t h  s h o u ld  b e  r e v ie w e d  on an  o n g o in g  b a s i s .  T h i s  s t u d y  
c o u ld  c e r t a i n l y  b e  v e r y  b e n e f i c i a l  to  t h e  s t a t e  i n  s e t t i n g  up  a  r e s e a r c h



Jay llo^an. D i r e c t o r March 13 , 1974

m e th o d o lo g y  h v  w h ic h  wc c a n  c o n d u c t  s u c h  o n g o in g  s t u d i e s  o f  o u r  s t a t e  
t a x  s t r u c t u r e  nnd d e v e lo p  a  t a x i n g  s y s t e m  t h a t  i s  r e s p o n s i v e  to  th e  
c h a n g e s  i n  o u r  economy a n d  o u r . s o c i e t y .

I  v e r y  g r e a t l y  a p p r e c i a t e  th e  i n t e r e s t  t h a t  t h e  l e g i s l a t u r e  h a s  shown 
i n  t h i s  p r o j e c t  nnd w i l l  b e  v e r y '  h a p p y  to  c o n t r i b u t e  t o  i t s  s u c c e s s  i n  
a n y  w ay  t h a t  I  c a n .

B e s t  r e g a r d a ,

F rederick  P. Boetsch, CPA
D ir e c t o r
Audit D iv is io n

FPB: j  f
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R e f e r r e d :  F i n a n c e

BY THE RULES COMMITTEE BY 
REQUEST OF THE SPEC IA L  COMMITTEE 

IN THE SENATE ON TAXATION AND REVENUE

SENATE B I L L  NO. 30'!

IN  THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  F IR S T  SESSION

A B IL L

F o r  ?r. A c t  e n t i t l e d :  "An Act m a k in g  a  s p e c i a l  a p p r o p r i a t i o n  to  t h e  D e p a r t ­

ment o f  R e v e n u e ,  c o m p u t e r i z e d  c o r p o r a t e  in co m e  t a x  

d a t a  b a s e ;  and  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

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

* S e c t i o n  1 .  The sum o f  ■$30,000 i s  a p p r o p r i a t e d  from  t h e  g e n e r a l  f u n d  to' 

t h e  D epar tm en t  o f  R evenue  to  e s t a b l i s h  and  im p le m e n t  a c o m p u t e r i z e d  c o r p o r a t e  

in com e  t a x  d a t a  b a s e  t o  p r o v i d e  i n f o r m a t i o n  f o r  a n a l y s i s  and  s t u d y  by  th e  

l e g i s l a t u r e ,  t h e  U n i v e r s i t y  o f  A l a s k a ,  and  t h e  d e p a r t m e n t .

* S e c .  2 .  The u nexpended  and  u n o b l i g a t e d  p o r t i o n  o f  t h i s  a p p r o p r i a t i o n  

l a p s e s  i n t o  t h e  g e n e r a l  f u n d  J u n e  3 0 ,  1 9 7 6 .

* S e c .  3 .  T h i s  Act t a k e s  e f f e c t  im m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

0 7 0 ( c ) .
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I n t r o d u c e d :  3 /2 * 1 / 7 5
R e f e r r e d :  F i n a n c e

3Y THE RULES COMMITTEE BY 
REQUEST OF THE SPEC IA L  COMMITTEE 

IN THE SENATE ON TAXATION AND REVENUE

SENATE B IL L  NO. 30*4

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  F IR S T  SESSION

A B IL L

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

ment o f  R e v e n u e ,  c o m p u te r i z e d  c o r p o r a t e  in co m e  t a x  

d a t a  b a s e ;  and  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

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

* S e c t i o n  1 .  The sum o f  $ 3 0 ,0 0 0  i s  a p p r o p r i a t e d  from  t h e  g e n e r a l  f u n d  to  

t h e  D epar tm en t  o f  R evenue  to  e s t a b l i s h  and  im p le m e n t  a  c o m p u t e r i s e d  c o r p o r a t e  

in co m e  t a x  d a t a  b a s e  to  p r o v i d e  i n f o r m a t i o n  f o r  a n a l y s i s  and  s t u d y  b y  t h e  

l e g i s l a t u r e ,  t h e  U n i v e r s i t y  o f  A l a s k a ,  and  t h e  d e p a r t m e n t .

* S e c .  2 .  The u n ex p en d ed  and  u n o b l i g a t e d  p o r t i o n  o f  t h i s  a p p r o p r i a t i o n  

l a p s e s  i n t o  t h e  g e n e r a l  f u n d  J u n e  3 0 ,  1 9 7 6 .

* S e c .  3- T h i s  Act t a k e s  e f f e c t  im m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

0 7 0 ( c ) .

- 1 - SB 3 0A
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Introduced: 3/24/75
Referred: Finance

BY THE RULES COMMITTEE BY 
REQUEST OF THE SPEC IA L  COMMITTEE 

I I I  THE SENATE ON TAXATION AND REVENUE

SENATE B I L L  NO. 304

IN  THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  F IR S T  SESSION

A B IL L

F o r  an  A ct e n t i t l e d :  "An Act m a k in g  a  s p e c i a l  a p p r o p r i a t i o n  to  t h e  D e p a r t ­

ment o f  R e v e n u e ,  c o m p u t e r i s e d  c o r p o r a t e  in co m e  t a x  

d a t a  b a s e ;  and  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

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

* S e c t i o n  1 .  The sum o f  $ 3 0 ,0 0 0  i s  a p p r o p r i a t e d  fro m  t h e  g e n e r a l  f u n d  to  

th e  D epar tm en t  o f  R evenue  to  e s t a b l i s h  and  im p le m e n t  a  c o m p u t e r i s e d  c o r p o r a t e  

in com e  t a x  d a t a  b a s e  to  p r o v i d e  I n f o r m a t i o n  f o r  a n a l y s i s  a n d  s t u d y  by  t h e  

l e g i s l a t u r e ,  t h e  U n i v e r s i t y  o f  A l a s k a ,  and  t h e  d e p a r t m e n t .

* S e c .  2 .  The u n e x p e n d e d  and  u n o b l i g a t e d  p o r t i o n  o f  t h i s  a p p r o p r i a t i o n  

l a p s e s  i n t o  t h e  g e n e r a l  f u n d  J u n e  3 0 ,  1 9 7 6 .

s S e c .  3 .  T h i s  Act t a k e s  e f f e c t  im m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

0 7 0 ( c ) .

- 1 - SB 304



I n t r o d u c e d : 3 / 2  M/715
R e f e r r e d : F i n a n c e
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SENATE B I L L  NO. 30*1

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  F IR S T  SESSION

A B IL L

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

ment o f  R e v e n u e ,  c o m p u t e r i s e d  c o r p o r a t e  in com e  t a x  

d a t a  b a s e ;  and  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

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

* S e c t i o n  1 .  The sum o f  $ 3 0 ,0 0 0  i s  a p p r o p r i a t e d  fro m  t h e  g e n e r a l  f u n d  to  

t h e  D ep ar tm en t  o f  R e venue  t o  e s t a b l i s h  and  im p le m e n t  a  c o m p u t e r i s e d  c o r p o r a t e  

in com e  t a x  d a t a  b a s e  to  p r o v i d e  i n f o r m a t i o n  f o r  a n a l y s i s  an d  s t u d y  by  t h e  

l e g i s l a t u r e ,  t h e  U n i v e r s i t y  o f  A l a s k a ,  an d  t h e  d e p a r t m e n t .

* S e c .  2 .  The u n e x p e n d e d  an d  u n o b l i g a t e d  p o r t i o n  o f  t h i s  a p p r o p r i a t i o n  

l a p s e s  i n t o  t h e  g e n e r a l  f u n d  J u n e  3 0 ,  1 9 7 6 .

* S e c .  3 .  T h i s  Act t a k e s  e f f e c t  im m e d i a t e l y  I n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

0 7 0 ( c ) .

B Y  T H E  R U L E S  C O M M ITT EE  B Y
R E Q U E S T  O F T H E  S P E C IA L  C O M M ITT EE

IN  T H E  S E N A T E  ON T A X A T IO N  AMD R E V E N U E

- 1 "  S B  30 h



" A n  A c t  W a H n g  a  s p e c i a l  a p p r o p r i a t i o n  t o  t h e  D e p a r t m e n t  o f
R e v e n u e ,  c o m p u t e r i z e d  c o r p o r a t e  i n c o m e  t a x  d a t a  b a s e ;  a n d
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

4/9/75

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

H O U S E

a.

M r .  S p e a k e r :

The  Comm i t t e e  on

Da t e l i k ■

FINANCE ha s  had
J

SB 304

u n d e r  c o n s i d e r a t i o n .  A M a j o r  i t y  o f  t h e  me mb e r s  o f  t h e  C o m m i t t e e  

( ) r e c o mme n d s  i t  DO PASS

( ) r e c o mme n d s  i t  DO NOT PASS

( ) r e c o mme n d s  i t  DO PASS WI TH ATTACHED AMENDMENT(S)

( ) r e c o mme n d s  i t  BE REPLACED WI TH CS FOR ______________________________ AND THAT

CS FOR _______________________________________  DO PASS

( ) " a n d "  r e c o mme n d s  i t  BE REFERRED TO THE ___________________________________________________

COMMITTEE

( ) r e p o r t s  i t  b e c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Me mb e r s  s i g n i n g  t h e  Ma j  o r  i t y  r e p o r t : /

1
c— 7-/* / / •

A ), /

M e mb e r s  NOT c o n c u r r i n g  i n  t h e  M a j o r ?  t y r e p o r t :

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

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

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

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

recommends :

/ /
/

. J - ' /  /  A " !

- " / / / '  -  < .... Chairman
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O r i g i n a l  v - c m r o r : R u l e s  C o m m it t e e  by
e q u e s t  o f  t h e  S p e c i a l  C o m m it t e e  on
T a x a t i o n  a n d  R e v e n u e

O f f e r e d ;  6 / 0 / 7 5
F o r  T o d a y  ' c S u p p le

C a l e n d a r

IN T H E  S E N A T E  BY T H E  R U L E S  COMMITTEE

H O U S E  CS F O R  S E N A T E  B I L L  NO. 304 ( r e - e n g r o s s e d )

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

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

A B I L L

7or an Act e n t i t l e d :  "An Act m a k i n g  s p e c i a l  a p p r o p r i a t i o n s  to the D e p a r t r.:ei -

o f  R e v e n u e  a n d  to the L e g i s l a t i v e  B u d g e t  a n d  A udit

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

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

* S e c t i o n  1. The  sum  of $ 3 0 , 0 0 0  is a p p r o p r i a t e d  f r o m  th e  g e n e r a l  f u n d  t c

:he D e p a r t m e n t  of R e v e n u e  to e s t a b l i s h  a n d  I m p l e m e n t  a c o m p u t e r i z e d  c o r p o r a ’:-. 

Income ta x  d a t a  b a s e  to p r o v i d e  i n f o r m a t i o n  fo r a n a l y s i s  a n d  s t u d y  by the 

L e g i s l a t u r e ,  the U n i v e r s i t y  of A l a s k a ,  a n d  the d e p a r t m e n t .

* Sec. 2. Th e  su m  of $ 3 0 0 , 0 0 0  is a p p r o p r i a t e d  f r o m  the g e n e r a l  f u n d  to

;he L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  to c o n d u c t  a r e c o n n a i s s a n c e  s t u d y  

ind a n  e v a l u a t i o n  of the a l t e r n a t i v e  s o u r c e s  of e l e c t r i c  p o w e r  in the v a r i o u s  

geog r a p hi c  r e g i o n s  o f  the state.

* Sec. 3. Th e  u n e x p e n d e d  a n d  u n o b l i g a t e d  p o r t i o n  of t h i s  a p p r o p r i a t i o n

Lapses i n t o  the g e n e r a l  f u n d  J u n e  30, 1976.

* Sec. 4. T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  ln a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -

370(c).

- 1 - H CS C S S B  30 4  ( r e - e n g r o s s e d )
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I n t r o d u c e d :  3 / 2 4 / 7 5
R e f e r r e d :  F i n a n c e

SENATE B I L L  NO. 304

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  F IR S T  SESSION

A B IL L

F o r  a n  A ct e n t i t l e d :  "An Act m a k in g  a s p e c i a l  a p p r o p r i a t i o n  t o  t h e  D e p a r t ­

ment o f  R e v e n u e ,  c o m p u te r i z e d  c o r p o r a t e  in co m e  t a x  

d a t a  b a s e ;  and  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

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

# S e c t i o n  1 .  The sum o f  $ 3 0 ,0 0 0  i s  a p p r o p r i a t e d  from  t h e  g e n e r a l  f u n d  to  

t h e  D epar tm en t  o f  R evenue  to  e s t a b l i s h  and  im p le m e n t  a  c o m p u t e r i z e d  c o r p o r a t e  

Incom e t a x  d a t a  b a s e  t o  p r o v i d e  i n f o r m a t i o n  f o r  a n a l y s i s  an d  s t u d y  by t h e  

l e g i s l a t u r e ,  t h e  U n i v e r s i t y  o f  A l a s k a ,  and  t h e  d e p a r t m e n t .

# S e c .  2 .  The u n e x p e n d e d  a n d  u n o b l i g a t e d  p o r t i o n  o f  t h i s  a p p r o p r i a t i o n  

l a p s e s  i n t o  t h e  g e n e r a l  f u n d  J u n e  3 0 ,  1 9 7 6 .

# S e c .  3 .  T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  I n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

070(c).

B Y  T H E  R U L E S  C O M M ITT EE  B Y
R E Q U E S T  OF T H E  S P E C IA L  C O M M ITTEE

IN  T H E  S E N A T E  ON T A X A T IO N  AND R E V E N U E

-1- S B  304



a h ~  L e g !  • _,I S C A L  ~0 i»e

XI.

3 0 0
^ 0 0
5 0 0
^00"
7 0 0

I I I -

V .

. F i r s t  S e s s i o n  -

I. R E Q U E S T  '
B i l l  Ntf. SB3(£

T i t l e :T i t l e :  Special Approprlatipn_to^De£artnent of,J c v e n u e £
..  j  . i  Uu Kj —• •
R e q u e s t e d  by: --------------- :—  ------ ------
R e t u r n  D a t e  R e q u e s t e d ------------------------

A g e n  C y  : R e v e n u e _______ ----- ------ —

3/26/75

P r o g r a m :  A d m i n i s t r a t i o n  a n d  S u p p o r t ___

—

F I S C A L  D E T A I L  • ' '
B u d g e t  R e q u e s t  U n i b ( s )  A f f e c t e d :  A d m i n i s t r a t i o n  and  S u p p o r t

A. E X P E N D I T U R E S : ( T h o u s a n d s  o f  d o l l a r s )  -

O B J E C T
1 0 0  P E R S O N A L  S E R V I C E S

2 0 0  T R A V E L
C O N T R A C T U A L
C O M M O D I T I E S
E Q U I P M E N T
L A N D  & S T R U C T U R E S

F Y  75,

10.0

G R A N T S , "CLAI M S , E T C .

T O T A L 10.0

F Y  7 6

20.0

20.0

F Y  77 FY 7S | ? y  7 9  j f y  m

i t

1
»

•: I ' Z ' Z
I

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

fi'E'MrvPAT, FU N D 1 0 . 0 20.0 ! ‘ f •

£ d p } '  £ L  F U N  DS i ___________ \
O ^ H S R l ------------ 1--------

C . P O S I T I O N ' S :

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

M A N  M O N T H S  (P ./ T .) 0 /
s j l - L U
0 / z £ / J _ _ z

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

See le t t e r  to Senators Huber 'and Representative Cowper dated March 18, '197.5, memo 
to Randalph Berry dated December 9 , 1974, and le t t e r  to Jay Hogan dated March 1 3 ,/  

1 9 7 4 ,'a l l  o f which are  attached. • • • .

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

D A T E : March 26, 1975 P R E P A R E D  BY: 7 2V

F rederick  P. Boetsch, CPA 
Deputy Commissioner fo r  Taxation

f i r  I  or 1 \  ;- * *” v-/ •*
c c  :

I.»•*ar 1 H l a t i v V  F i n a n c e .

Prirr.e S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )
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Introduced: 3/24/75
Referred: F i n ance

SENATE BILL NO. 304

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - FIRST SESSION

A BILL

por an Act entitled: "An Act making a special appropriation to the Depart­

ment of Revenuej computerized corporate income tax 

data base; and providing for an effective date."

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

* Section 1. The sum of $30,000 is appropriated from the general fund to 

he Department of Revenue to establish and implement a computerized corporate 

.ncome tax data base to provide information for analysis and study by the 

egislature, the University of Alaska, and the department.

* Sec. 2. The unexpended and unobligated portion of this appropriation 

apses into the general fund June 30, 1976.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.- 

70(c).

BY THE RULES COMMITTEE BY
REQUEST OF THE S P E C IA L  COMMITTEE

IN THE SENATE ON TAXATION AMD REVENUE



March 18> 1975

The Honorable John Huber 
Alaska State Senate 
State Capitol 
Juneau, Alaska 99301

Dear Senator Huber:

It is my undesstanding that you are interested in developing a data base for 
the study of state corporate income tares. For ycur information, HCR 78 which 
passed last year provided for such a study.. In response to that I sent a letter 
dated March 13, 1974 to Jay Ilog3n and a memorandum dated December 9, 1974 to 
Randolph Berry outlining the proposed means of capturing the necessary data in 
computer-readable form for such a study to t3ke place. I will only emphasize 
here that a computerized data base is absolutely essential before any compre­
hensive study of the corporate income tax structure can be made. You will note 
that the amount of money requested between the two memorandums decreased. This 
is due to two factors: 1) the installation within the Department of Revenue
of some Singer 1500 data capturing devices and 2) the implementationof the 
Federal CETA program for unemployed individuals whereby we can get the personal 
services of individuals paid fcr by Federal funds.

I still think that an on-going cost of $18,000 to $20,000 per year is certainly 
reasonable in view of the potential impact of having this data in a computerized 
form for more detailed analysis by our own staff as well as economists from the 
University of Alaska .or staff analysts from the Legislature. In order to get 
the program off the ground an appropriation of about $10,000 for the current 
fiscal year would alien/ U3 to commence the programming work necessary and an 
appropriation in FT 1976 of about $20,000 would complete that programming and 
allow us to capture all corporate data for the last three years. An inter­
agency agreement between us and the Legislative Council cculd also be used to pro­
vide the necessary funds. In fact, it was our understanding that this is the way 
the natter would be handled and therefore we did not seek an appropriation in 
our normal operating budget.

I am enclosing copies of my memorandum to Hr. Berry and my letter to Mr. Hogan 
of last year which I beliiave include all the pertinent information. I would be 
happy to discuss this natter with you, your staff and your fellow legislators 
at your convenience.

Best regards,

Frederick P. Boetsch, C.P.A. 
Deputy Commissioner, Taxation

cc: Dr. Charles L. Schroth
Research Supervisor 
Department of Revenue



March 18, 1975

The Honorable Steve Cowper 
Alaska State House of Representatives 
State Capitol 
Juneau, Alaska 99301

Dear Mr. Cowper:

It Is my understanding that you are interested in developing a data base for 
the study of state corporate income taxes. For your information, KCR 78 which 
passed last year provided for such a study. In response to that I sent a letter 
dated March 13, 1974 to Jay Ilogan and a memorandum dated December 9, 1974 to 
Randolph Berry outlining the proposed means of capturing the necessary data in 
computer-readable form for such a study to take place. I will only emphasize 
here that a computerized data base is absolutely essential before any compre­
hensive study of the corporate income tax structure can be made. You vri.ll note 
that the amount of money requested between the two memorandums decreased. This 
is due to two factors: 1) the installation within the Department of Revenue
of some Singer 1500 data capturing devices and 2) the implementation or the 
Federal CETA program for unemployed individuals whereby we can get the personal 
services of individuals paid for by Federal funds.

I still think that an on-going cost of $18,000 to $20,000 per year is certainly 
reasonable in view of the potential impact of having this data in a computerized 
form for more detailed analysis by our own staff as well as economists from the 
University of Alaska or staff snalyist3 from the Legislature. In order to get 
the program off the ground an appropriation of about $10,000 for the current 
fiscal year would allow us to commence the programming work necessary and an 
appropriation in FY 1976 of about $20,000 would complete that programming and 
allow us to capture all corporate data for the lost three years. An inter­
agency agreement between U 3  and the Legislative Council could also be used to pro­
vide the necessary funds. In fact, it was our understanding that this is the way 
Che matter would be handled and therefore we did not seek an appropriation in 
our normal operating budget.

I cm enclosing copies of my memorandnm to Mr. Berry and tny letter to Mr. Hogan 
of last year which I believe include all the pertinent information. I would be 
happy to discuss this matter v/ith you, your staff and your fellow legislators 
at your convenience.

Best regards,

cc: Dr. Charles L. Schroth
Research Supervisor 
Department of Revenue

Frederick P. Boet3ch, C.P.A. 
Deputy ComnlGSioner, Taxation



M E M O R A N D U M S t a t e  o f  A l a s k ay -
T O : Randolph Berry

Reviser of Statutes 
. Legislative Affairs Agency r State Capitol, Room 111

FR OM : Frederick P. Boet3ch, 
Director
Audit Division . ' ̂

DATE 

■ FILE NO 

TELEPHONE NO 

SUBJECT

December 9, 1974

Corporate Income Tax Study

We had previously discussed and agreed that the corporate income tax 
Btudy could be done in-house nnd that it vould be more desireable to 
do it that way than to hire a consultant since this type of study re­
quires an on-going program of data gathering, analysis, and review.
The data gathering function is, of course, fundamental to eny type 
of Intelligent analysis of income tax or any other tax, its revenue 
producing capabilities, and its incidence on the taxpayers upon whom 
it is assessed. There are a number of questions that should be asked 
on a continuing basis every year and over a period of years. It v;ould 
also be desireable to be able to pose hypothetical questions regarding 
the elimination or modification of certain tax provisions.

We propose that an initial data capture be made from existing corporation 
tar returns which vould provide us with all of the major categories 
of information that would be needed to answer many types of questions 
that have been or could be asked about the Alaska Corporation Net Income 
Tax. While there are some initial start up costs to provide the basic 
format and programming for capturing this data, on-going expenses would 
be, ’••re feel, rather minimal.

The dat-a to b e  captured would consist of all or the information on the 
Alaska Corporation Income Tax Return, page two, which indicates identifying 
data, type of filing and the calculation of the tax on lines one through 
eighteen. The data indicated on the apportions mi t schedvile, page 3 items 
one through five, columns A, B, and A divided by B and page one of the 
Federal form 1120, lines one through 28, which is included as a part of 
filing of the Alaska Corporation and Income Tax Return. Capturing this 
data on computer tape would give U3 the ability to answer most of the 
questions to be asked about the corporations such as the amount of tax 
paid by industry, the amount of depreciation of depletion allowance by 
industry or by sip code, the total sales, the amount of income apportioned 
to Alaska for Multistate corporations doing business in the State, etc.

The initial cost of setting up the data capturing and analysis would run 
about $25,000, this is for data capturing devices, tapes, IBM computer time 
and programmers. Approximately $7,000 of that amount is devoted to program­
i n g ,  no3t of which would be for the initial set up. On an on-going basis, 
the cost of maintaining the system and continuing the data capture device 
would run about $18,000 to $20,000 a year. Goviouoly, this is a very minor 
cost compared with the real necessity to have accurate information 
upon which to make decisions regarding possible tax lav/ changes which 
could have the effect of several millions of dollara on the State treasury. 
Without good data it ic difficult, if r.ot impossible, to cnlce intelligent 
decisions and rational choices among various tax alternatives.



RAndolph Berry “2- December 9, 1974

I hope that this program would be the pilot program for an effort to 
subject all of our tax programs to this type of analysis based on compreh 

hensive and accurate information.

FPB/bjm  ;

cc: Charles Schroth
Research Analyst 
Excise Tax Division



March 13, 1974

Jay Hogan, Director
Division of Legislative •

Finance ’ ;
Room 425, State Capitol
Pouch W  : .
Juneau, AK 99801 j

• *
|

Dear Mr. ITogan: : * ■

You have asked for comments on n proposed study of the corporate income 
tax structure and estimates of the cost of conducting such a study which 
vould be incurred by the Department of Revenue a3 a result of its 
participation in the study.

First, I think that the idea of conducting such a study is excellent.
As you know, our corporate and individual income taxes are tied into 
the federal tax structure. The theory behind such tie-in is to minimize 
the administrative problems involved in administering the tax act by 
relying on federal regulations, rulings, administrative decisions nnd 
court cases. In theory, thin is a fine system. However, in practice, 
we often find that the tax policies pursued by Congress at the national 
level are sometimes inconsistent v/ith or, in fact, even detrimental to 
policies which should be followed by the State. This 13 particularly 
true in the case of Alaska where ve find an under-developed resource-based 
economy ln contrast to the highly sophisticated, technological manu­
facturing and distributing economy of the United States as a whole. It 
is not euprising then, since taxes are often used by Congress as a fiscal 
and social tool, to find that the policies pursued by Congress when using 
this tool do not follow policies desirable for the State.

It lo the responsibility of the State, therefore, to review such a system 
on a regular basis and to ascertain, where changes have taken place in the 
Federal Fax Cede, whether those changes are desirable from the State’s 
viewpoint. Furthermore, where economic conditions within the State have 
changed, it io also necessary to review the federal tax policies to see 
if they are consistent v/ith the changes in the State's economy and with 
the goals of the State. In itself, this cocas to me a sufficient basis 
for an on-going analysis of the State’s economy in relationship to the 
tax structure in order to make intelligent, positive decisions about 
whether the system is in fact meeting the goals and objectives of State 
pcllcy. I think that the corporate income tax area is probably a good 
place to start since, according to our figures, compliance in this area 
is probably more of a problem than in many of our other tax type3.



Jay Hogan, Director -2- March 13, 1974

As I understand the proposal, people from our department and your 
department would work together with a legislative committee to perforin 
the basic study and analysis of the existing system and make recornncndaticns 
on how it should be changed. These proposals vould be the subject then 
of public hearings to be held around the State where we could , nt that 
time, receive input from the public in general and from particular interested 
groups, ouch as the chambers of commerce and other businessmen. This 
approach, I think, is a good one since there is a great deal of dis­
illusionment among the general public on the fairness of our taxing 
systems. Particular notaricty has recently been paid to the large 
corporations and wealthy individuals who, in the mind of the public, 
aren't paying their fair share of the tax. Although it may be difficult 
• to distill come of the complexities of the income tax system to a point 
where they can be publicly debated and discussed, I think this attempt 
should be made and that the public should be brought into the discussion 
at an early stage and as fully as possible. By receiving all of this 
input and coming up with some kind of legislation which has in it contributions 
from each of these sources, we have I think the best opportunity to 
develop a corporate structure that will be publicly acceptable and will 
accomplish the revenue raising and equity objectives that we might have.

At the outset, of course, we should realize that there are certain restraints 
on our ability to tax corporate net income. I won't go into all the 
technicalities at this point, since I believe that that should be the 
Bubjcct of initial meetings on this study. Suffice it to say that there 
is federal overriding legislation which places limitations on a state's 
jurisdictional reach to impose a corporate income tax and there is 
legislation pending in Congress at this time which would go further in the 
area of taxation of interstate businesses. Furthermore, the Multistate 
Tax Compact, of which î e are aacember, and which seeks to develop a 
uniform means of t,.nation by cooperative effort amount the states, is 
being sued by the .itcd States Steel Corporation and others in the Federal 
Court in the Southern District of New York. The plaintives seek Co have 
the Commission disbanded on the grounds that it constitutes a compact 
in violation of the provisions of the U.S. Constitution which requires 
that compacts among states be approved by Congress. At this point in 
tine, Congress has not acted at all in this area. Our attorney believes 
that the non-action of Congress implies consent 3ince many agreements 
do exist between and among states that have not had Congress's official 
blessing. In these instances, and in our particular case, the compacts 
do not usurp any authority of Congress or pretend to. At any tine Congress 
could override any of these compacts or agreements by taking positive 
action on it. However, we are in the situation now where we have to 
defend ourselves in thi3 lawsuit. - .

Tiie cost of the proposed study from the Department of Revenue's standpoint 
is, I think, relatively minor. We do have a research analyst in the 
Department at the present time who has been doing a great deal of work in 
putting together various types of data bases and in doing some analytical 
work for us in various areas, lie is in the process now of hiring an 
assistant to help him in setting up the analytical framework. The next



• | .

thing we need to do, is develop a data base on Corporate Income Tax 
• returns by pulling off a great deal of information from the returns.
Due to the many different ways in which returns are filed with us, it is 
really impossible for us to merely send a return to a key punch operator 
and expect her to accurately abstract the correct information. Further­
more, some of these corporate returns are hundreds of pages long. Therefore, 
the returns themselves must be analyzed and the pertinent data abstracted 
by individuals who are fanilar with the corporate tax returns. Me envision 
at this time, that that information could be abstracted and placed on 
some sort of data coding sheets which would then be keypunched and entered 
into a data processing system. In order to give us a reasonable data 
.base, it would probably be necessary to abstract this information from 
all of our returns for the last three years. This would involve the 
detailed analysis of some ten thousand corporate returns and the 
abstraction of pertinent data onto the coding sheets. I estimate that 
it would take four people about four months to pull off all of this 
information. I think that this work could he handled by clerical personnel 
on a temporary basis if they vere under proper supervision. Personal 
Services costs therefore would run about twelve thousand dollars for these ’ 
people. In addition, we would need funds for systems analysis work to set 
up the data processing system for capturing and recording the data and 
analyzing it in a meaningful manner. Also we. would need programming v;ork 
and keypunch. After consulting with our research analyst, we have decided 
that such work would probably involve no noi*o than $25,000 to $30,000 in 
Contractual Services funds to do the necessary analysis, programming, 
keypunch, computer tine, etc. Therefore, I think wc can safely place 
the cost to the Department of Revenue of this program at between $37,000 
nnd $42,000. ,

Once we have all of the pertinent data, entered into the computer file and 
the ability to analyze this data in several different ways, we can proceed 
to see what the effects of various changes in the corporate tax lav; might 
be in terms of the revenues produced and the distribution of the tax 
burden. I know that there are economists nt the University of Alaska and 
I believe in the Department of Economic Development who vould not only be 
very belpful to us in this endeavor, but vho are probably eager to get 
into such a data base and subject it to various analytical tools that they 
have at their command. It is concicvablo that such information could be 
run through existing economic models of the State of Alaska in order to 
determine the effects of a changing corporate tax structure on the onorrry 
and on State revenues. I think that these avenues of research shou 
explored in the formative stages of this study.

/
As I stated earlier, this study should probably he viewed as a pilor study. 
While it io certainly involved in an area that is very critical in terms of 
overall state tax policy and revenues, there is no doubt in my nind that 
other tax areas need to be studied in a similar manner. Certainly the - 
individual income tax which is also tied to the federal code, the gross 
business tax, the fish taxes, the school tax, the. whole range of excise 
taxes and so forth should be reviewed on an ongoing basis. This study 
could certainly be very beneficial to the state in setting up n research

Jay llogan, Director -3- • March 13, 1974



Jay Hop,an, Director “4- . March 13, 1974

methodology hv which we can conduct such ongoing studies Oi. our state 
tax structure and develop a taxing system that 1g responsive to the 

changes in our economy and our.30cicty.

I very greatly aporeciatc the interest that tiie legislature has shown 
in thin project and will be very happy to contribute to its success in 

any way that X can.

Best regards, -

Frederick P. Boetsch, CPA
Director
Audit Division
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JAY S. HAMMOND, GOVERNOR

POUCH S A - JUNEAU 99811

A p r i l  2 ,  1975

The H o n o rab le  B i l l  Ray 
C ha irm an
S e n a t e  F i n a n c e  Committee 
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  
J u n e a u ,  AK 99811

Dear S e n a to r  R ay :

House B i l l  No. 3 0 4 ,  an  A ct  r e l a t i n g  to  b o r r o w in g  i n  a n t i c i p a t i o n  o f  
r e v e n u e s  was in t r o d u c e d  i n  t h e  S e n a t e  on A p r i l  3 ,  1975 and  was 
r e f e r r e d  to th e  S e n a t e  F i n a n c e  Com m ittee .

At th e  r e q u e s t  o f  J i m  F e n n e l ,  I  am e n c l o s i n g  a  copy  o f  a . l e t t e r  d a t e d  
M arch 25 ,  1975 from  L aw rence  E p p e n b a c h ,  D eputy C o m m is s io n e r ,  T r e a s u r y  
D i v i s i o n ,  D epartm ent o f  Revenue  to  t h e  H o n o rab le  Hugh M a lo n e ,  C h a irm an ,  
House F i n a n c e  Com m ittee , A l a s k a  S t a t e  L e g i s l a t u r e  c o n c e r n in g  t h e  s u b j e c t  
l e g i s l a t i o n .

The i n t e r e s t  r a t e  o f  no t to  exceed  f i v e  p e r c e n t  a y e a r  f o r  th e  i s s u a n c e  
r e v e n u e  a n t i c i p a t i o n  n o t e s  p r e s e n t l y  i n  th e  s t a t u t e s  was p u r s u a n t  to  th e  
p r o v i s i o n s  o f  C h ap te r  5 3 ,  SLA 1964 a t  w h ic h  p e r io d  o f  t im e  i n t e r e s t  r a t e s  
on s h o r t  term  f i n a n c i n g  were c o n s i d e r a b l y  lo w er  t h a n  f i v e  p e r c e n t .

Fo r  yo u r  i n f o r m a t i o n ,  th e  o n l y  s a l e  o f  r e v e n u e  a n t i c i p a t i o n  n o te s  was 
h e ld  i n  O ctober o f  .1965 when $ 1 0 ,0 0 0 ,0 0 0  o f  n o te s  were s o l d  w i t h  a 
m a t u r i t y  d a t e  o f  J u n e  .15, 1 9 6 6 .  T hree  b i d s  were r e c e i v e d  a t  p u b l i c  
s a l e  w i t h  i n t e r e s t  r a t e s  tl ieri o f  2 .8 3 % ;  2 .8 9%  and  3 .0 0 % .

The p ro po sed  r e m e d ia l  l e g i s l a t i o n  i s  needed to  meet c u r r e n t  or l a t e r  
m a rk e t  c o n d i t i o n s  t h a t  do or may e x i s t  i n  th e  e v e n t  th e  S t a t e  were to 
i s s u e  re ve n u e  a n t i c i p a t i o n  n o t e s  a s  a p o s s i b l e  f i n a n c i a l  o p t io n  i n  o rd e r  
to  a d j u s t  t h e  c a s h  f lo w  i n  a n y  g i v e n  f i s c a l  y e a r .

r e  House B i l l  No. 304



Honorable Bill Ray - 2- April 2, 197:

The o p e r a t i n g  e x p e n se s  o f  t h e  S t a t e  f lo w  on a m o n th ly  b a s i s  w h i l e  some 
m a jo r  r e v e n u e  s o u r c e s  i f  l e v i e d  on an  a n n u a l  b a s i s  c a n  c a u s e  tem po rary  
i n  b a l a n c e s  o f  c a s h  f lo w  i n  th e  S t a t e  -T re a su ry .

I f  you  or  a n y  o f  t h e  members o f  t h e  S e n a t e  F i n a n c e  Committee h a v e  an y  
q u e s t i o n s  on t h e  m a t e r i a l  s u b m i t t e d ,  p l e a s e  c a l l  the  w r i t e r  a t  4 6 5 -2 3 9 7  
and  I  w i l l  c o n t a c t  M r . L aw ren ce  E p p e n b a c h ,  D eputy  C o m m iss io n e r ,  D epartm ent 
o f  R evenue  f o r  f u r t h e r  m a t e r i a l  or t e s t im o n y .

RDS: sp  
E n c lo s u r e s

c c  L aw rence  Epp en b ach
D epu ty  C om m iss ioner  o f  T r e a s u r y  
D epartm ent o f  Revenue

V e ry  t r u l y  y o u r s ,
.  / I  . — ,

R . D. S t e v e n s o n  
S p e c i a l  A s s i s t a n t



H J E J P A O f i T J i K a n r  W  /

OFFICt OF 1IIF COMMISSIONER /  POUCH S-IUHFM 9S801
M a r c h  2 5 ,  1975

The H o n o r a b le  Hugh M a lo n e  
C h a ir m a n
H ouse  F i n a n c e  C om m ittee  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a

D ear  M r .  M a lo n e :

T h e r e  a r e  no f i s c a l  e f f e c t s  i n  H ouse  B i l l  304 t h a t  c a n  b e  r e a s o n a b l y  
e s t i m a t e d .

T h i s  m e a s u r e  rem o ves  t h e  i n t e r e s t  r a t e  c e i l i n g  on r e v e n u e  a n t i c i p a t i o n  
n o t e  b o r r o w in g s .  S u c h  b o r r o w in g  w ou ld  o n l y  b e  u s e d  i n  a s i t u a t i o n  w here  
i t  w as  i m p e r a t i v e  to  a d j u s t  i n  t h e  y e a r  r e v e n u e  f l o w s  to  m eet e x p e n d i ­
t u r e s .  I t  i s  n o t  p o s s i b l e  to  f o r e c a s t  t h e  u s e  o f  s u c h  b o r r o w in g s  n o r  
t h e  i n t e r f e r e n c e  i f  a n y ,  o f  t h e  c e i l i n g .  The  r e m o v a l  o f  th e  c e i l i n g  i s  
a  p r e c a u t i o n a r y  move i n  t h e  e v e n t  i n t e r e s t  r a t e s  move h i g h e r  f r o m  t h e  
p r e s e n t  l e v e l s .  •

No a d d i t i o n a l  p e r s o n n e l  o r  o t h e r  i t e m s  c a u s i n g  e x p e n s e s  w ou ld  be  
r e q u i r e d  to  im p le m e n t  H ouse  B i l l  3 0 4 .  I n t e r e s t  p a y m e n t s  f o r  t h e s e  n o t e s ,  
i f  a n y ,  w ou ld  b e  fu n d e d  b y  t h e  S t a t e  a n n u a l  d e b t  s e r v i c e  a p p r o p r i a t i o n .

V e r y  t r u l y  y o u r s ,

L a w r e n c e  E p p e n b a c h
D epu ty  C o m m is s io n e r ,  T r e a s u r y

L E :  eh

c c :  C o m m is s io n e r  S t e r l i n g  G a l l a g h e r
D e p a r tm e n t  o f  R e venue

R . D. S t e v e n s o n  \y/
S p e c i a l  A s s i s t a n t
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An Act relating to the legal m a x i m u m  amount of assistance to families 
u n d e r  Aid to Families w i t h  ident C h i l d r e n , |e

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

5/3/75 H O U S E

M r . S p e a k e r :  D a t e

X

The  C o m m i t t e e  on  PlMA'iCE ha s  had  SP 309 am

u n d e r  c o n s i d e r a t i o n .  A M a j o r  i t y  o f  t h e  me mb e r s  o f  t h e  C o m m i t t e e  

( ) r e c o mme n d s  i t  DO PASS

( ) r e c omme n d s  i t  DO NOT PASS

( ) r e c omme n d s  i t  DO PASS WI TH ATTACHED AMENDMENT( S )

( ) r e c o mme n d s  i t  BE REPLACED WI TH CS FOR _____________________________  AND THAT

CS F O R _________________________________________DO PASS

( ) " a n d "  r e c omme n d s  i t  BE REFERRED TO THE ___________________________________________________

COMM I TTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r 11

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

n—^ •-> A.2   -----* * *.x> t * ■ . <___________ ___ __________________________

--------------------------

Me mb e r s  NOT c o n c u r r i n g  i n  t h e  M a j o r ?  t y  r e p o r t :

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

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

_______________________________________________ r e c ommend  s :

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

■ -r'y . :

________________  recommends:



I

2

3

.1

5

6

/

0

•>

IO

11

12

13

14

15

16

1/

18

19

VO

21

22

23

24

25

26

27

28

29

- 1 - S B  30 9  am



I n t r o d u c e d :  3 / 2 4 / 7 5
R e f e r r e d :  H e a l t h ,  E d u c a t i o n

and  S o c i a l  S e r v i c e s  and  
F i n a n c e

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

SENATE B I L L  NO. 309

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  F IR S T  SESSION

A B I L L

F o r  a n  A ct  e n t i t l e d :  "An A c t  r e l a t i n g  t o  t h e  l e g a l  maximum am ount o f

a s s i s t a n c e  to  f a m i l i e s  u n d e r  A id  to  F a m i l i e s  w i t h  

D ependen t  C h i l d r e n . "

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

* S e c t i o n  1 .  AS 4 7 • 2 5 . 3 2 0 ( a ) ( 2 ) (A ) i s  am ended  to  r e a d :

(A ) f o r  a  p a r e n t  a n d  one c h i l d  u n d e r  1_8 [ 1 3 ] ,  a  maximum 

o f  $300 [ $ 2 5 0 ] ;

* S e c .  2 .  AS 4 7 . 2 5 . 3 2 0 ( a ) ( 2 ) ( C )  i s  am ended t o  r e a d :

(C) f o r  e a c h  a d d i t i o n a l  c h i l d  u n d e r  a g e  1 8 ,  $50 a  

m onth p e r  c h i l d  [ ,  UP TO A MAXIMUM OF $520 A MONTH].

* S e c .  3 .  AS 4 7 . 2 5 . 3 2 0 ( a ) ( 2 ) ( B )  1 b r e p e a l e d .

- 1 - SB 309



POSITION PAPIiR 
ON

SENATE BILL 509

An act relating to the legal maximum amount of assistance to families under 
/lid to Families with Dependent Children.

This bill was introduced at the request of the Governor to correct legislation 
passed last year which changed the legal maximum payment amounts effective 
July 1, 1974 in the Aid to Families with Dependent Children (APDC) Program. 
Corrective action is necessary because of a compliance issue the Federal Social 
and Rehabilitation Service (SRS) lias issued the State concerning tiie maximum 
payment amounts.

At issue is tho different maximum amounts the State pays to two person families 
which include one adult and one child. At present, the State pays an adult and
(1) child the maximum amount of $250 per month when the child is under the age 
of 13, and $500 per month when the child is age 13 through IS. Also at present, 
the State'pays up to $300 per month where two children, regardless of age, are 
living with an adult whose needs are not included in the AFDC payment.

The Federal government has taken exception to these conflicting payment levels 
and contends that payment differentials based on age present an unreasonable 
classification. In order to continue collecting full Federal Financial Partici­
pation in the AFDC program, the maximum AFDC payment amounts must be consistent 
for all groupings of two eligible persons, be it an adult and 1 child, or no 
adult and 2 children. Thus, the State has the options of 1) lowering the payment 
of $250 or 2) raising it to $500 for all two person AFDC families.

Section 1 of Senate Bill 309 proposing to amend AS 47.25.520 (a) (2) (A), would 
satisfy the compliance issue by increasing the legal maximum payment to $300 for 
all two person AFDC families.

Approximately 1,000 persons per month will be included in the group covered by 
the compliance issue. FY76 costs arc thus calculated as follows:

1. I_f payment levels are increased to $500 per month:

e FY76 budget request.

2. If payment levels arc decreased to $250 per month:

1,000 X $50 X 12 = ($600,000)

This amount could be subtracted from the FY7G request.

Section 2 of this bill proposing to amend AS 47.25.520 (a) (2) (c), is no 
longer necessary and should ho dnlclnd^ At one time tho unncr limit 1ef,al maximum 
payment of $520 for any family, regardless of site, was also a co.iiplwince issue. 
However, this issue has since been resolved and the corrective legislation sought 
in Senate Dili 309 is no longer required.



Position Paper on Senate Bill 309 - Page

Section 3 of this bill proposing to remove AS 47.250 (a) (2) (B) from the Alaska 
Statutes, should be retained, if Section 1 of Senate Bill 509 is passed, AS 47.
(2) (B) becomes redundant and is no longer necessary in the statutes.

Departmental Recommendations

1. Recommend the passage of Section 1 of Senate Bill 509.

2. Recommend that Senate Bill 309 be amended to remove Section 2 of the bill.
Section 2 is no longer necessary.

3. Recommend the passage of Section 3 of Senate Bill 309.

$600,000 needed to cover costs of bill is not included in FY76 Budget request. 
If bill is passed, recommend funds be appropriated to cover new costs.

Recommended by:
(Acting Director) (Date)

Approved by:

Comments by Governor's Office

By:
(Date)

ro
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M a r c h  24, 1975

T h o  h o n o r a b l e  C h a n c y  C r o f t  
P r e s i d e n t  o f  t he S en at e 
/JLasko. St at e  L e g i s l a t u r e  
Juneau, A l a s k a  9VGil

D e a r  Mr. President:

Ir>. a cc o rd a n c e  v/ith 7*.C 2>t. 30. 060 (J.) and tiie U n i f o r m  Pules 
o f  the A l a s k a  S t a t e  L e g i s l a t u r e , I am t r a n s m i t t i n g  a bill 
to a me nd  ?*S 47.25.320, w h i c h  pr ovides for the a m o u n t  of 
a s si st a n c e  u n d e r  tho 'Lid to ramilir-s v/ith D e p e n d e n t  
C h i l d r e n  A c t”. This v/ill c hange suluiarngrnph (a)(2)(A) 
b y  raising tho m a x i m u m  a m o u n t  of a s s i s t a n c e  for a p a r e n t  
and o ne c h il d u n d e r  13 from. $250 to $300 and, since a paren t 
n n d  o ne c h il d ace 13 to 18 a l r e a d y  m a y  r e c e i v e  u p  to $300, 
s e c ti on  1 of tho bill c h a n g e s  "13" to r o a d  ''IB" and section 
3 r e p ea ls  the p r e s e n t  13 to IS category. In addition, 
s ection 2 o f  tho b i ll  a m e n d s  A S  47.25.320 (i\) (2) (C) b y  
d e l e t i n g  the phrase, "up to a M a x i m u m  of 5 920 a M o n t h "  from 
the pr ov ision g r a n t i n g  u p  to $50 p e r  m o n t h  for each a d d i­
tional child u n d e r  1G living v/ith a parent. T h e  federal 
admini.strntors of the M ’pC p r ogr a m m a i n t a i n  that our 
p r e s e n t  s t a t u t o r y  a r r a n g e m e n t  in A S  4 7. 25.320 is in equi­
table and th at  A l a s k a  is t h e r ef or e not. in c o m p l i a n c e  w i t h  
the Socia l S e c u r i t y  Act. Th is  bil l w i l l  r em ov e  that 
c o m p l i a n c e  issue.

S i n c e r e l y ,

J  ay S . \ 1 amnond
G o v e r n o r



First Session - Ninth Legislature

The Legislature o.' che State of Alaska
FISC .L NOTE

Bill No. Senate ion “oo 
Title:

I . REQUEST

i r- ; m * r:r

Return Date Requested:________
A g e n c y : Health n:: 1 ‘t-cl.-.l w'ry>p-;

_Date: s.,.; i 11 in-̂ q

Programi sr-^ni - ,w. p

I I .  FISCAL DETAIL
Budget Request Unit(s) Affected: Assistance Payments
A. E X P E N D I T U R E S : (Thousands of dollars)

OBJECT FY 75 FY 76 FY 77 FY 78 7Y 7°
100 PERSONAL SERVICES
200 TRAVEL
3 0 0 CONTRACTUAL I
900 COMMODITIES
5 0 0 rn <-

> c: Hi

600 LAND h STRUCTURES
700 OR iNTS, I 'nA iM S . r'i'C . 600.0 650.0 661.5 na.1.6 729.:

t o t a l
600.0 650.0 661.5 604.6 729.:

B. F U N D I N G : (Thousands of dollars)

GENERAL FUND 1 ~r,n n " 1 ” -
FEDERAL FUNDS 1 -r\r\ n t i : r. --n 0 1
OTHER I 1 1 1 1 ”  ’

C. POSITIONS:

PERMANENT/TEMPORARY 1 / 1 / / 1 / 1 / /
MAN MONTHS ( F . / S . ) 1 / / / .  . . . I / j . . .  / /

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

Estimate 1000 recip ien ts  w i l l  he e l ig ib le  tor $50 nor month add ition al 
AFDC h eretics .

All exver M r ;-. ' ~v  'V  Coral Funds.

i v .  attacrm :-::

.  /. /
V . D A T E :

/
PREPARED BY:

Original: Legislative Finance 
cc : i 'uigi't and Managemerit

Prime Sponsor (First Legislator Named)
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CERTI

I ,  the undersigned, an employee of the State of Alaska, do hereby certify 

that the m icrofilm  images on this m icroform are accurate reproductions 

of the original records o f 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 m icrofilm  its records and to dispose of the original records 

after m icrofilm  reproductions have been made.

I  m L a d
Date



S E N A T E
V  - / f

M r .  P r e s i d e n t :  D a t e __ ________________________________________________

T h e  C o m m i t t e e  on _____________________________   h a s  had  '•'.•I- ____________________________

/r.axii-um arvmnt of > •»I staraie *o "gmllie3 tnUcr Aid of Families with
u n d e r  c o n s i d e r a t i o n .  A M a j o r  i t y  o f  t h e  me mb e r s  o f  t h e  C o m m i t t e e

( ) r e c o mme n d s  i t  DO PASS

( ) r e c o mme n d s  i t  DO NOT PASS

( ) r e c o mme n d s  i t  DO PASS WI TH ATTACHED AMENDMENT(S)

( ) r e c o m m e n d s  i t  BE REPLACED WI TH CS FOR _____________________________  AND THAT

CS FOR _______________________________ DO PASS

( ) " a n d "  r e c o mme n d s  i t  BE REFERRED TO THE _____________________________________________

COMMITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Me mb e r s  s i g n i r g  t h e  Ma j  o r i t y  r e p o r t :

- r « •. / / /

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

Me mb e r s  NOT c o n c u r r i n g  i n  t h e  M a j o r  i t y r e p o r t :

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

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

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

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

__________________  recommends:
C h a i r m a n



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

S E N A T E
4/23/75

M r . P r e s i d e n t :  D a t e

The  C o m m i t t e e  on ?.IMATICE has  had

legal maximum.amount of a s s i s t a n c e  to families under Aid of F a m il ie s  with
u n d e r  c o n s i d e r a t i o n .  A Ma j  o r i t y  o f  t h e  me mbe r s  o f  t h e  Comm i t t e e  D e p e n d e n t

children
( ) r e c o mme n d s  i t  DO PASS

( ) r e c o mme n d s  i t  DO NOT PASS

( ) r e c o m m e n d s  i t  DO PASS WITH ATTACHED AMENDMENT( S )

( ) r e c o m m e n d s  i t  BE REPLACED WITH CS F O R _______________________________ AND THAT

CS FOR _______________________________ DO PASS

( ) " a n d "  r e c o mme n d s  i t  BE REFERRED TO THE _____________________________________________

COMM I TTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

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

______  • . • ' •• / F t__________________

Me mb e r s  NOT c o n c u r r i n g  i n  t h e  M a j o r i t y  r e p o r t :

__________________________________________________ r e c ommend  s :

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

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

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

J ■' f y" ' -

________________________ ■ c / . __________________________C ha i r ma n

_________________  recommends:

( i



I n t r o d u c e d :  3 / 2 4 / 7 5
R e f e r r e d :  H e a l t h , E d u c a t ! on

an d  S o c i a l  S e r v i c e r ,  and
F i n a n c e

BY THE RULES COMMITTEE BY

fj 1 IN  THE SENATE REQUEST OF THE GOVERNOR

'1 2
SENATE B I L L  NO. 309

| 3 IN THE LEGISLATURE OF THE STATE OF ALASKA

■! 4 NINTH LEGISLATURE -  F IR S T  SESSION

5 A B IL L

t  6 Fo r  an  A ct e n t i t l e d :  "An A ct r e l a t i n g  to  t h e  l e g a l  maximum amount o f

i"- 7 a s s i s t a n c e  to  f a m i l i e s  u n d e r  A id  to  F a m i l i e s  w i t h

]} 8 D ependen t C h i l d r e n . "

i 9 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

f'j 10 * S e c t i o n 1 .  AS 4 7 • 2 5 . 3 2 0 ( a ) ( 2 ) (A)  i s  amended to  r e a d :

• 11 (A) f o r  a  p a r e n t  and  one c h i l d  u n d e r  18  ̂ [ 1 3 ] ,  a  maximum

t! 12 o f $300 [ $ 2 5 0 ] ;

1 13 * S e c .  2 . AS 4 7 . 2 5 . 3 2 0 ( a ) ( 2 ) ( C )  i s  am ended to  r e a d :

i M (C) f o r  e a c h  a d d i t i o n a l  c h i l d  u n d e r  a g e  18 , $50 a

j 15 month p e r  c h i l d  [ ,  UP TO A MAXIMUM OF $520 A MONTH].

;! 16 * S e c .  3 . AS 4 7 . 2 5 . 3 2 0 ( a ) ( 2 ) ( B )  i s  r e p e a l e d .

.j 17

tj 18

t 19

;] 20 !
»

j  21

:i 22

■t ?3

; 24

) 25

i 26

 ̂ 27

1 28

*] 29

- 1 -  SB 309
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I n t r o d u c e d :  3 / 2 4 / 7 5
R e f e r r e d :  H e a l t h ,  F ,duca t  J on

a n d  S o c i a l  S e r v i c e s  and  
F i n a n c e

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

SENATE B I L L  NO. 309

IN  THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  F IR S T  SESSION

A B I L L

F o r  a n  A ct  e n t i t l e d :  "An A c t  r e l a t i n g  to  t h e  l e g a l  maximum amount o f

a s s i s t a n c e  to  f a m i l i e s  u n d e r  A id  to  F a m i l i e s  w i t h  

D ependen t  C h i l d r e n . "

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

* S e c t i o n  1 .  AS 4 7 . 2 5 . 3 2 0 ( a ) ( 2 ) (A)  i s  am ended to  r e a d :

(A ) f o r  a  p a r e n t  a n d  one c h i l d  u n d e r  18  ̂ [1 3 ]>  a. maximum 

o f  $300 [ $ 2 5 0 ] ;

* S e c .  2 .  AS 4 7 . 2 5 . 3 2 0 ( a ) ( 2 ) ( C )  i s  am ended to  r e a d :

(C) f o r  e a c h  a d d i t i o n a l  c h i l d  u n d e r  a g e  1 8 ,  $50 a  

m onth p e r  c h i l d  [ ,  UP TO A MAXIMUM OF $520 A MONTH].

* S e c .  3.  AS 4 7 . 2 5 . 3 2 0 ( a ) ( 2 ) ( B )  i s  r e p e a l e d .



T h e  L e g i s l a t u r e  of che S t a t e  o f  A l a s k a  
F I S C A L  N O T E

First S e s sion - N i n t h  L e g i s l a t u r e

Bi l l  N o .__5emte_LtiH_3Q£L______________________________________________________________
T i t l e : ____ An net rolntin*7 to mnvimin A;:i;r___________________ ______
R e q u e s t e d  b y :Senator Cro f t  ’ Date: April l/t̂  1077__________
R e t u r n  Date R e q u e s t e d :    _

A g e n c y : Health and Social Services_________ P r o g r a m :Socinl p.-n^nn

I. R E Q U E S T

II. F I S C A L  D E T A I L
B u d g e t  R e q u e s t  Uni t(s) A f f e c t e d :  Assistance Payments
A. EXPEND I T U R E S : ( T h o u s a n d s  of d o l l a r s )

O B J E C T FY 75 FY 76 FY 77 FY 78 FY 79 1 yv
100 P E R S O N A L  S E R V I C E S
200 T R A V E L
300 C O N T R A C T U A L
i| 00 C O M M O D I T I E S
500 E Q U I P M E N T
600 L A N D  ft S T R U C T U R E S

1
700 G R A N T S ,  CLAI MS , ETC. 600.0 650.0 661.5 694.6 729.5

T O T A L
600.0 650.0 661.5 694.6 729.5

B.  FUNDI NG:  ( T h o u s a n d s  of d o l l a r s )

G E N E R A L  F U N D  i CCcK

71 ” n 77n 7 7/17 3 7/1/1 g
F E D E R A L  F U N D S 7 nn n 717 n 770 <1 747 7 "64 7
O T H E R  ;

C.  P O S I T I O N S :

P E R M A N  E N T / T E M P  0 RA R Y / / / / / /
MA N M O N T H S  (P./T.j / / / / / /

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

Estimate 1000 recipients Kill be eligible for S50 per month additional 
AFDC benefits.

inon ij - cfino.O

All e x p e n d i t : " uy y’' Federal Funds.

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

' , / / .  / ' <  f  , / ■ :
V. DATE: P R E P A R E D  BY: .. w

O r i g i n a l :  l . e g . 1 s l a t i v e  F i n a n c e
c c  : B u d g e t  a n d  M a n a g e m e n t

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



POSITION PAPER 
ON

SENATE BIJT 309

An act relating to the legal maximum amount of assistance to families under 
Aid to Families with Dependent Children.

This bill was introduced at the request of the Governor to correct legislation 
passed last year which changed the legal maximum payment amounts effective 
July 1, 1974 in the Aid to Families with Dependent Children (AFDC) Program. 
Corrective action is necessary because of a compliance issue the Federal Social 
and Rehabilitation Service (SRS) has issued the State concerning the maximum 
payment' amounts. ' V A . 1 ", ‘ ” '*
At issue is the different maximum amounts the State pays to two person families 
which include one adult and one child. At present, the State pays an adult and 
(1) child the maximum amount of $250 per month when the child is under the age 
of 13, and $300 per month when the child is age 13 through 18. Also at present, 
the State pays up to $300 per month where two children, regardless of age, are 
living with an adult whose needs are not included in the AFDC payment.

• * *4

The Federal government has taken exception to these conflicting payment levels 
and contends that payment differentials based on age present an unreasonable 
classification. In order to continue collecting full Federal Financial Partici­
pation in the AFDC program, the maximum AFDC payment amounts must be consistent 
for all groupings of two eligible persons, be it an adult and 1 child, or no 
adult and 2 children. Thus, the State has the options of 1) lowering the payment 
of $250 or 2) raising it to $300 for all two person AFDC families.

Section 1 of Senate Bill 309 proposing to amend AS 47.25.320 (a) (2) (A), would 
satisfy the compliance issue by increasing the legal maximum payment to $300 for 
all two person AFDC families.

Approximately 1,000 persons per month will be included in the group covered by 
the compliance issue. FY76 costs are thus calculated as follows:

1. If payment levels are increased to $300 per month:

1.000 X $50 X 12 = $600,000

Tliis amount is not included in the FY76 budget request.

2. Tf payment levels are decreased to $250 per month:

1.000 X  $50 X  12 = ($600,000)

This amount could be subtracted from the FY76 request.
.i *

Section 2 of this bill proposing to amend AS 47.25.320 (a) (2) (c), is no 
longer necessary and should be deleted. At one time the upper limit legal maximum 
payment of $520 for any family, regardless of size, was also a compliance issue. 
However, this issue has since been resolved and the corrective legislation sought 
in Senate Bill 309 is no longer required.



Position Paper on Senate Bill 309 - Page 2

Section 3 of this bill proposing to remove AS 47.250 (a) (2) (B) from the Alaska 
Statutes,, should be retained. If Section 1 of Senate Bill 309 is passed, AS 47,250 (a)

- (2) (B) becomes redundant and is no longer necessary in the statutes.
• -> ’

’■ i..
Departmental Recommendations .. :.'•'■V:‘

1. Recommend the passage of Section 1 of Senate Bill 309.

2. Recommend that Senate Bill 309 be amended to remove Section 2 of the bill.
Section 2 is no longer necessary.

■/?(< W 's; V ;? ) - d J d  J  ■/' #
(Acting Director) (Date)

-
'  . / « y V

3. Recommend the passage of Section 3 of Senate Bill 309.

$600,000 needed to cover costs of bill is not included in FY76 Budget request.
If bill is passed, recommend funds be appropriated to cover new costs.

Recommended by:
(Acting Directo

Approved by: ^ / /  j  /
•^commissioner) (Date/ ' ■ • ■ .

Comments by Governor's Office ..


