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October 2, 1988

,Governor Steve Cowper 
P.O. Box A
Juneau, Alaska 998 il

r -Dear Mr. Cowper,•i
. • * •

I'd like to thank you for taking the time to meet with 
:the members of the Curriculum Cabinet on September 30 and 
’for sharing with us your proposal for using a portion of the 
,permanent fund interest earnings to create an educational 
.endowment. You asked for the support of the associations 
:represented at the cabinet meeting, and I think I can speak 
for all of us that you will certainly have that support.

I'm pleased that you are willing to take steps now to 
assure adequate funding for education in the years to come 
when our state budget will most likely be further depleted 
and more tightly stretched.

Again, thank you for your attendance at the Curriculum 
Cabinet meeting and for your determination to provide for 
quality education in Alaska's future.

• • 'Yours trul y

iLois Petersen
"j Alaska Association of School Librarians, Representative 
’P.O. Box 7
'Metlakatla, Alaska 99926



November 16,1988

A LA SK A  ASCD
Association for Supervision and Curriculum Development

The Honorable Steve Cowper 

Governor, State of Alaska 

c/o 3601 C Street 
Anchorage, AK 99503

Dear Governor Cowper:

The Board of Directors of the Alaska Association for Supervision and 

Curriculum Development discussed your proposed endowment for education 

at our recent board meeting, and voted unanimously to commend you in this 

effort.

AASCD is the state affiliate of a national organization with 110,000 

members who represent all professional levels and jobs in education. In 

Alaska, we have 150 state and over 500 national members. In our recent 

newsletter, I reported on your speech to the Cabinet of Professional 

Associations, and hope that this publicity aids you in your effort to secure 

a sound financial future for Alaska's school districts.

ordially,

Nancy A. Buell, Ed.D.

President, AASCD 

c/o University of Alaska Anchorage 

3211 Providence Drive 

Anchorage, AK 99508

NOV 2 1 198B 
GOVERNOR'S OFFICE



ALASKA BLACK CAUCUS

G iven curren t co n d itio n ':, th is  session  c e rta in ly  appears to be an appropria te  
tim e ' to a s se s s  the ' e f fe c tiv e n e s s  o f  the  P e rm a n e n t Fund  as p r e s e n ts  
c o n s t i tu te d .

The C aucus h as been  s tead fas t in its  su p p o rt fo r the  e s tab lish m e n t o f  an 
e d u c a tio n a l e n d o w m e n t fund fo r K -12 . W h ile  the G o v e rn o r now  seem s 
recep tive  to such  a co n cep t, our o rg an iza tio n  d iffe rs  w ith  his ap p ro ach . To 
endow  the fu nd  th ro u g h  fu tu re  y ea rly  c o n tr ib u tio n s  from  th e  u n d is tr ib u ted  
incom e o f the e x is tin g  Perm anen t F und , w e su p p o rt a v o te r 's  re fe ren du m  on 
sp littin g  the ex is ting  fund  into two funds o f  app ro x im ate ly  five b illio n  dollars 
each . O ne fu nd  w ou ld  servo -the sam e p u rp o se  it now  se rv e s . T he only 
m o d ifica tio n  w ou ld  be  that a d es ig na ted  am oun t o f the  u n d is tr ib u ted  incom e 
w o u ld  be e a rm a rk e d  fo r la rg e  s c a le  c a p i ta l  p ro je c ts  and  l ifc /c v c lc  
m ain tenan ce  co s ts  fo r p rev iou sly  com ple ted  cap ita l p ro jec ts .

The second fund w ould  be fo r the express purpose o f  p rov id ing  a stab le  source 
o f revenue from  the fund fo r K th rough  12 education  by u sin g  the interest 
e a r n i n g s .



ALASKA CONFERENCE OF MAYORS

PRESIDENT 1989 
John J. Williams 
Mayor City of Kenai 
283-7539

JUNEAU. ALASKA 99801 
586-1325 

Fa* 463-5480

VICE PRESIDENT 
Willie Goodwin Jr. 
Mayor City of Kotzebue 
442-3401 February 23, 1989

SECRETARY/TREASURER 
Harry E. Gieseler 
Mayor City of Seward 
224-3331

MEMORANDUM

TO: The Honorable Lyman Hoffman, Co-Chair, House Finance Consnittee

The Honorable Ron Larson, Co-Chair, House Finance Committee 

Members of the House Finance Committee 

and
The Honorable Johne Binkley, Co-Chair, Senate Finance Committee 

The Honorable Rick Uehling, Co-Chair, Senate Finance Committee 

Members of the Senate Finance Committee

FROM: Alaska Conference of Mayors

SUBJECT: Presentation before' a Joint Session of the House and Senate

Finance Committees of the State of A1iska by the Alaska Conference 

of Mayors.

The Alaska Conference of Mayors is pleased to offer for your consideration 

the following programs that we hope will help to enhance revenue to the 

State, create a more stable situation within the government in future years, 

and help to promote a balanced budget within the very near future. In 

addition, some programs will help develop infrastructure and insure quality 

education for generations to come. The results presented comprise the 

efforts of the Mayors over the last three months as they have studied the 

issues and are the result of a statewide survey conducted during the last 

21 days. Sources of information were obtained from the Office of the 

Governor, members of the legislature and their staff, the Departments of 

Revenue, Labor, and Commerce. We wish to thank all of those who responded 

with time, information, and assistance in helping to complete this work. 

Included in our response is a compilation of the data and results of the 

survey. The Alaska Conference of Mayors, during their regularly scheduled 

meeting February 23, 1989, concurred in the findings and have declared it 

to be their official position regarding these issues.



Memorandum - House Finance Committee 

and Senate Finance Committee 

February 23, 1989 

Page Two

1  Recommend that a management audit should be performed to indicate the

appropriateness of state services and the most effective method of 

* delivering them.

• 2  Modify the Economic Limit Factor a c c e d i n g  to House Bill No. 118 now

before the First Session of the Sixteenth Legislature.

 3 Reinstate the State Income Tax allowing for maximum capture of revenue

from non-resident employees working within the State.

 4 Increase the motor fuels tax from eight (8) cents to sixteen (16) cents

a gallon with appropriate rebates for boating and off road fuel use as 

recommended by the Governor’s Task Force on Transportation Facilities.

5....EDUCATION SHORT-TERM

Reinstate the state school tax at a rate of $50.00 per year per 

Alaska wage earner.

EDUCATION LONG-TERM

Support of the Governor’s proposal to identify a portion of the surplus 

earnings of the Permanent Fund to establish an account within the 

Permanent Fund which would totally fund the school funding formula. 

(Requires placement on the ballot.)

6....Use a portion of the surplus earnings account of the Permanent Fund to 

establish a Revolving Loan Fund with guaranteed pay back provisions for 

capital projects that benefit local governments and which will have a 

long-term economic development component. Local government shall 

assist in and have maximum input whan establishing program criteria.

7....Maintain the Rail be!t Energy Fund for use in the railbelt area, with 

priority given to energy-related projects.

In making these revenue enhancement recommendations, the Alaska Conference 

of Mayors requests that the Governor and the Legislature recognize the 

importance of municipalities to the health of the state, and the 

disproportionate cuts to state aid to municipalities since FY 1986. The 

Governor and the Legislature should address the budget imbalance this year

l of fair cuts and revenue measures.

Secretary/T reasurer 

Alaska Conference of Mayors
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A L A S K A  N AT I V E  SISTER HOO D A N D  BROTHERHOOD 

76TH ANNUAL C O N V E N T I O N  

JUNEAU, A L A S K A  

NO VE M B E R  14-19, 1908

R E S O L U T I O N  NO. 34

TITLE: TH E ESTABL IS HME NT  O F  A PER MA NEN T E D U C A T I O N  FUND

WHEREAS, the highest p r i o r i t y  for the A l a s k a  N a t i v e  Bro th erh oo d and S isterhood

Grand Camp is education, and

WHEREAS, one in three of Al aska's people is u n d e r  the age of 18, g iv i n g  the

state the y o u n g e s t  population in th e nation, and

WHEREAS, the right to a free ed ucation for e v e r y  c h i l d  has b e e n  universa ll y 

recognized, a n d  in Alaska m a n d a t e d  b y  the  State Constitution, and

WHEREAS, education pro vi de s the op por tu ni ty  for r ea ching p ersonal fulfillment 

and  economic self-sufficiency, and

W H E R E A S , to fail to p r o v i d e  that op p o r t u n i t y  p e n a l i z e s  not o n l y  the individual 

child, but also  the society as a whole, and

WHEREAS, volatile an d u n p r e d i c t a b l e  oil rev en u e s  have resulted in de c r e a s e d  

state f u n din g for education over  t he  last few years, and

WHEREAS, future state oil revenues are p r o j e c t e d  to decline w i t h  the gradual 

decline of P r u d h o e  Bay production, m a k i n g  general fund  support of 

public e d u c a t i o n  more di fficult a n d  uncertain, and

WHEREAS, fluctuating local p r o p e r t y  values hav e  al s o  c o n t r ib ute d to 

educational fu n d i n g  uncertainty, a n d

WHEREAS, federal f u n d i n g  for education has a lso b e c o m e  incr eas in gl y more 

unpredictable, no w

T H E R E F O R E  BE IT R E S O L V E D  that the G r a n d  C a m p  of the Alaska Nat ive  B r o t he rh ood  

and  S i s t e r h o o d  a s s e m b l e d  in J u n e a u  d u r i n g  the week of N o v e m b e r  14- 

19, 1988 s upp or ts  and  endorses the establ ish me nt  of an e d u c at ion  

fund that g u a r a n t e e s  adequate fi n a n c i a l  support for el eme n t a r y  and 

secondary scho ols  in the state: a n d

B E  IT F U R T H E R  RE SO LVE D that this resolution be  d i r e c t e d  to .the Governor, the 

State's C o m m i s s i o n e r  of E ducation a n d  t he  State Legislature.

FEB 0 6 198SLUlC KLANHllNka



R E S O L U T I O N  NO. 34 

Page 2 of 2

ATTEST:

I c e r t i f y  t hat this r es ol u t i o n  

was a d o p t e d  b y  the A N B - A N S  

G r a n d  C a m p  in C o n v e n t i o n  at 

Juneau, A l a s k a  d u r i n g  the week  

of N o v e m b e r  14-19, 1988.

OJJjlUr ______
Albert Kookesh, G r a n d  Secretary



.ASSOCIATION OF ALASKA SCHOOL BOARDS
316 W 11th St. • Juneau. Alaska 99801-1510 • (907)586-1083

POSITION PAPER 

HJR 13 

EDUCATION ENDOWMENT
«

The Association of Alaska School Boaras actively supportsthe efforts of Governor Cowper to secure 
a constitutional am endm ent to create an Educational Endowment.

The opportunity and the need to solidify the future of Alaska's public education system is upon us. 
In terms of resources, Alaska has the opportunity and ability to provide a  long term commitment to 
the education of its people with nominal effort. The need. In view  o f Alaska's econom ic situation, 
requires forsight and a  bold approach if w e are to insure a quality educational program for future 

generations of Alaskans.

The use of Permanent Fund earnings will continue to provide the security of a rainy day account 
while providing a sound foundation for the future cost of education.



CITY OFKAKTOVIKRESOLUTION NUMBER 89-01
A RESOLUTION OF THE CITY OF KAKTOVIK, ALASKA SUPPORTING THE PLACEMENT OF GOVERNOR COWPER'S EDUCATION FUNDING AMENDMENT ON THE NEXT BALLOT.WHEREAS, education is of the highest priority to the City of Kaktovik, andWHEREAS, uncertain education funding has been a continuing source of anxiety for the City of Kaktovik, andWHEREAS, the proposed account within the Permanent Fund would totally fund the school funding formula in Alaska,NOW. THEREFORE BE IT RESOLVED, that the City of Kaktovik supports the placement of the Education Funding Amendment upon the next State ballot.PASSED AND APPROVED BY THE CITY COUNCIL OF KAKTOVIK, ALASKA THIS  day of January 1989.

George Tagarook, MayorATTEST:
________Mary Soplu, City Clerk



KETCHIKAN GATEWAY BOROUGH 
SCHOOL DISTRICT

Resolution No.216 
Ketchikan Gateway Borough School District

GOVERNOR'S EDUCATIONAL ENDOWMENT PLAN

WHEREAS, the school districts of the State have h a d  to cope 
w i t h  the rising and falling price of oil and its impact upon the 
State's revenues and ultimately upon the foundation formula; and,

WHEREAS, the school districts of the State in 1986 endured 
revenue shortfalls after approval of their respective budget; and,

WHEREAS, the Governor of the State of Alaska has, with 
vision and foresight, proposed an amendment to the State's 
Constitution that would create an educational endowment fund; and,

WHEREAS, the 10/6/88 draft of the proposed amendment with 
suspension provision added would be in the best interest of the 
students of the State; and,

WHEREAS, the endowment would b e g i n  payment to the school 
district of the state in the year 2000; and

WHEREAS, the suspension provision w o u l d  protect the state in 
a time of serious revenue decline b y  not requiring payment to the 
fund;

T H E R E F O R E  B E  I T  RESOLVED, that t h e  Ketchikan G a t e w a y  
Borough School District Board of Education lends its full support 
to the concept of an educational endowment fund to be used for 
Public Elementary and Secondary Education and urges the passage of 
this amendment.

P A S SED, A P P R O V E D ,  A N D  A D O P T E D  B Y  T H E  B O A R D  OF E D U C A T I O N  OF 
T H E  K E T C H I K A N  G A T E W A Y  B O R O U G H  S C H O O L  D I S T R I C T  O F  
K E T C H I K A N ,  A L A S K A  T H I S  1 5 D A Y  OF Fphrnarv________ , 1989.

521A l
CLERK-TRSASURER OF THE BOARD

POUCH Z •  KETCHIKAN, ALASKA 9 9 9 0 1 - 5 0 2 6  • (9 0 7 )2 2 5 -2 1 1 8



ANCHORAGE REGIONAL OFFICE

1411 W 33RD AVENUE 
ANCHORAGE. ALASKA 99503 -  

(907) 274 0536

NEA-ALASKA .
a ff ilia te d  w ith  the nationa l EDUCATION ASSOCIATIf)^, J J 2 i  13o9

fa i r b An  k 9 i^e (j }o  n’/O? o f f ic e ^JUNEAU OFFICE

105 MUNICIPAL WAY. SUITE 302 
JUNEAU. ALASKA 99801 

(907) 586-3090
2118 CUSHMAN STREET 

FAIRBANKS. ALASKA 99701 
1907) 456-4435

January 20, 1989

To: Rep. J o hnny Ellis, Chair 
Members, House HESS Committee

Re: House Joint Resolution No. 13? "Proposing 
an amendment to the Constitution of the 
State of Alaska, establishing a p e r m anent 
endowment for education in Alaska."

N E A - A l a s k a  supports and encourages the passage of HJR 13.

Public education in Alaska is such an important and vital 
part of o u r  long range future that removing its funding 
source from the annual "competition" within the budget 
p r ocess is essential for the stability which is necessary if 
we are to improve upon the programs and services which are 
a v a i l a b l e  to students.

H J R  13 is a sound, long range solution to p u blic school 
funding needs.

M o r e  importantly, • it provides the opportunity for the 
g e neral public to affirm its support for the funding source.

U t i l i z a t i o n  of permanent fund earnings to establish a basis 
for funding public education is consistent with the original 
intent and purpose of the permanent fund itself.

We encourage that the legislative discussion and 
d e l i b e r a t i o n  also acknowledge that earnings from the 
e n d o w m e n t  account m a y  require periodic supplemental 
approp r i a t i o n s  from other sources until the earnings from 
the a c c o u n t  itself are sufficient to fully fund public 
education.

Finally, w e  also encourage that the Administration, the 
A l a s k a  S tate Legislature, and the entire education community 
join t o g e t h e r  in articulating the need for HJR 13 when it is 
on the b a l l o t  in 1990.T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  o u r  p o s i t i o n ,  p

JAN. 30 m

s t r a t e g i c  P L A N N I N i



Re s p e c t f u l l y  submitted, 

■■— — ^

Bob M a nners 
E x e c utive Secretary

ccf G o v e r n o r  Steve Cowper
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HEWS CUPPINGS IN

Fairbanks 
Daily News M iner

E d U o H al O pin ion  a n i l  C o m m e n t o t
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D a i s y  N e w s  -  W i n e r
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I Until earnings are withdrawn from the oduca- 
tion account in tho year 2001, dividend projections 
with the account and without it are the same. The 
governor's proposals to use 20 percent of the fund's

I
Education endowment 

deserves close look
One of the most interesting proposals from Gov. 

Steve Cowper this session is one for e constitutional 
amendment to set aside up to 40 percent of future 
perm anent fund earnings for savings In a special 
education endowment account.

The governor has assigned It his No. 1 priority 
for the Legislature to pass, which means we are 
likely to hear a lot about It this year, and probably 
next year as well, before it goes on the ballot.

Problems may arise as the proposal is debated, 
but for the moment, at least, it seems to make a 
great deal of sense.

About 25 percent of the state 's budget—nearly 
,00 million—goes to costs of elem entary and aecon 

dary  education. Under the governor’s proposal, 
eam lngs from the permanent fund would bo placed 
in an account dedicated to education and invested 
with the rest of the fund. In the year 2001, when 
earnings in the education account are  projected to 
reach $167 million, they could be withdrawn to pay 
for costs of education.

The chief debate is likely to be over how the 
education endowment would affect dividends. In the 
short term , however, It’s hard to see how it would 
affect dividends a t alb .

At present dividends are figured on a base of the 
fund’s earnings over the previous five years. Half 
tho eam ings are used for dividends and the rest is 
added to the principal as inflation-proofing or placed 
In the undistributed Income account, which is alBo 
invested in the fund. Gov. Cowper would like to use 

| the earnings placed In the education account as infla­
tion-proofing, cut dividends to 40 percent, and use 

I the other 20 percent for operation of state govern­
ment.t

Office of Ihe Governor

more immediate Impact on dividends.
The education endowment would have the effect 

of forcing tho state to reinvest 40 percent of the 
permanent fund's earnings into the fund. The prin­
cipal thereby created, and its eamlngs , would not be 
available for dividends, but would be money saved 
by the state. The proposed constitutional amend­
ment would allow the Legislature to extend, revise 
or cancel the account in the year 2010.

Some people argue that no use should be made of 
the permanent fund except to have it grow larger 
and pAy dividends. This Is not the purpose for which 
the fund was created, however, ih e  education en­
dowment would guarantee that the fund will grow 
larger and could eventually remove a major cost of 
etate government from current operating expenses.

The governor’s proposal to create an education 
endowment has many long-term ramifications, and 
some of them may not yet be clear. The prii -iple 
seems sound, however, and we urge the Legislature 
to give it a sympathetic hearing.

\

Fairbanks, Alaska



Fund for
education
When you get right down to it, there aren’t all 

that many jobs a  state has to do. Public • 
safety and transportation come to mind, 

but the most important is education.
Under the Alaska Constitution, the state has the 

responsibility for seeing to it that young Alaskans get a 
proper education. That requirement is not contingent. 
upon whether the state has enough money, nor does it 
m atter where a child lives. An Aniak child has the 
sam e rights to an education as an Anchorage child.

Doing that is not easy -  or cheap. Each year, a huge
portion of the state operating budget -  more than $400
million -  goes to school -
districts around the state, i c e i i i : .  r 'A w « m « r  

The abrupt end of ISSUE. Governor
plentiful oil money has o f f e r s  D lan  f o r
shaken awake many r  •
state leaders, who now f u n d i n g  SChOOIS
realize Prudhoe Bay oil  —
wealth is a  finite and not very reliable source of 
income.'By the end bf the Century, it won’t be a major 
source of income at all. . .................

' Keeping that in mind, the state’s leaders would be 
wise to establish some sort of mechanism to pay for 
education. •

That’sexactly  what Gov. Steve Cowper is proposing. 
>He is asB ng le^sla tors to  forward to Voters^ - -  

constitutional amendment to set aside 40 percent of th e  
earnings of the state’s oil wealth savings account, the 
Alaska Perm anent Fund. That money would be allowed i 
to grojv until the year 2000, when it would be worth $6.3 j 

Vbirnon and produce $500 million in interest annually .;
../The fund would have a 20-year lifespan.but couldbe . .... .. 

extended/"'.: >ut<v imtniv. ; -'*•••■ -vena is:Mjoc.« ^:-r ..\ : iy.
E ither through Gov. Cowper’s plan or taxes, 1 ,y'”

. Alaskans will have topay.for education during the 
years to come. Aside from a reduction in their 
perm anent fund dividends, this plan is as painless as 
any to pay Qur obligation to the children or Alaska.

Weigh that against the positive effect rif reducing the \ 
s ta te’s budget requirements by more than $400 miludn " 
each year, and the argument in favor of Gov. Cowper’s
plan quickly gains favor. 

■ It m ay not be pe:perfect, but until we hear a  better idea, 
we’re  for Gov.'Cowper’s education fund. ....

T * A’
JUNEAU EMPIRE
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January 16, 1989

The Honorable Sam Cotten 
Speaker of the House 
A l a s k a  State L egislature 
P.O. Box V  
Juneau, A K  99811

Dear Repres e n t a t i v e  Cotten:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a joint resolution proposing 
a const i t u t i o n a l  amendment to establish an education endow­
ment in the principal of the A l a s k a  permanent fund. The 
pu rpose of the amendment is to provide a stable, long-term, 
and c r i t i c a l l y  important source o f  funding for public 
elemen t a r y  and secondary schools in Alaska.

Over the last few years, Alaska's public school funding has 
be e n  subject to increasing uncertainty due to volatility of 
oil revenue, f l uctuation of local property value, and d e­
cre asing federal support. This funding uncert a i n t y  endan­
gers the a b i l i t y  of the public schools to offer quality e d u­
cation to children. To ensure a bright future for our c h i l­
dren and our state, we m u s t  provide a stable financial base 
for education.

By p l a c i n g  the e d u c a t i o n  endowment w ithin the principal of 
the A l a s k a  p e r m a n e n t  fund, the endowment will enjoy the 
trust m a n a g e m e n t  and high earnings of the fund. The 
p e r m a n e n t  fund w i l l  gain the increased support of a notable 
c o n s t i t u e n c y  —  A l a skans who care for our children's future. 
Under the p r o p o s e d  amendment, no less than 40 p e r c e n t  of the 
annual income o f  the p e r m a n e n t  fund will be safeguarded for 
education. D i v i d e n d s  and the permanent fund assets will 
c o n t i n u e  to grow.

Because this m e a s u r e  proposes a constitutional amendment, it 
m u s t  b e  p laced b e f o r e  the voters for their approval at the 
next g e n e r a l  election, in 1990.I  u r g e  y o u r  f a v o r a b l e  c o n s i d i  i o n  o f  t h i s  r e s o l u t i o n





DATE: 5/8/90 FURTHER:

DATE T U R N E D  INTO OFFICE: *£>/* / & 4

The F i n a n c e  Committee considered CSHJR 13 (Finance)

Amendments to the Constitution of the State of A laska creating a 
permanent endowment for education

and recommended:

[ ] r e place w i t h  
[ ] or adopt ____

[ ] a t t a c h e d  amendment(s)

C ] ________________________________

[ ] d o  pass 

[ ] d o  n o t  p a s s  

[ ] n o  r e c o m m e n d a t i o n  

[fc^lndividual recommendations 

[ ] f u r t h e r  referral to ________

[ ^  same title
  CS _________________  [ ] n e w  title

CS 7 > e / 3  fyZTj  [ ] technical
y  t i t l e  change 

(HB only)
letter of intent a d o pted

A T T A C H E S  N E W  F I S C A L  NOTE(S) :
Dept/Date:

[✓J fiscal note(s)

C ] zero fiscal note(s)

[ ] a p p r o p r i a t i o n - n o  fiscal note 

PASS:

A P P R O V E S  PREVIOUS: 

[ ] fiscal n o t e ( s’
Dept/Date:

[ ] zero fiscal note(s)

O M M E N D A T I Q N S :

-

•— C o H C h a i r ^ / S i g n a t u r e s  and 

L £~r Dfrcioe-,  x t s  W o n e y .

/  f  /,a?i &&&> v*/ui
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. "  ■ V  ^ BILL VERSION: S C S C S H JR  1 3  ( J u d )  
PUBLISH DATE:  ___________________
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1 IN THE HOUSE B Y  THE JUDICIARY COMMITTEE

2 SENATE CS FOR CS FOR HOUSE JOINT R ESOLUTION NO. 13 (Judiciary)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - SECOND SESSION

5 Proposing amendments to the Constitution

6 of the State of Alaska creating a perma-

7 nent endowment for education.

8 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 *  Section 1. Article IX, Constitution of the State of Alaska, is amend-

10 ed by adding a new section to read:

11 SECTION 17. EDUCATION FUND. There is established an education

12 fund to endow public education. The education fund shall be invested

13 as required by law for permanent fund investments. Income from the

14 education fund may be appropriated only to finance public elementary

15 and secondary education in the State. Notwithstanding Section 7 of

16 this article, annual income that is not appropriated shall be retained

17 in the principal of the education fund.

18 * Sec. 2. Article XV, Constitution of the State of Alaska, is amended

19 by adding new sections to read:

20 SECTION 29. EDUCATION FUND DEPOSITS. After January 1, 1991,

21 forty percent of the incor j f  the permanent fund shall be placed

22 annually in the education rund. Deposits shall be made annually

23 throuph December 31, 2005. Deposits made u nder this section are not

24 subject to the prohibition on d edicated funds under Section 7 of

25 Article IX.

26 SECTION 30. RECONSIDERATION OF EDUCATION FUND DEPOSITS. If the

27 1990 amendment establishing education fund deposits (art. XV, sec. 29)

28 is adopted, the lieutenant governor shall cause the ballot proposition

29 for the amendment to be placed on the ballot again at the general

H J R 0 1 3 f -1- SCS CSHJR 1 3 (Jud)



1 e le ct ion  in 1994. If the amendment is rejected by a majority of those

2 vot ing  on the proposition in 1994, the amendment shall be repealed.

3 * Sec. 3. The amendments proposed by this resolution shall be placed

4 before the voters at the next general election in conformity with art.

5 XIII, sec. 1, Constitution of the State of Alaska, and the election laws of

6 the state.

SCS CSHJR 1 3 (Jud) -2 HJR013f



S TE VE  C OW PE R
G O V E R N O R I

i I

S t a t e  o f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R .

J  C X  E  A. U

January 16, 1989

The Honorable Sam Cotten 
Speaker of the House 
A laska State Legislature 
P.O. B o x  V  
Juneau, AK 99811

Dear Repres e n t a t i v e  Cotten:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I a m  transmitting a joint resolution proposing 
a c o n s titutional amendment to establish an education endow­
ment in the principal of the A laska permanent fund. The 
purpose of the amendment is to provide a stable, long-term, 
and critic a l l y  important source of funding for public 
elementary and secondary schools in Alaska. ,

Over the last few years, Alaska's public school funding has 
been subject to increasing uncertainty due to volatility of 
oil revenue, fluctuation of local property value, and d e­
creasing federal support. This funding uncertainty endan­
gers the ability of the public schools to offer quality edu­
cation to children. T o  ensure a bright future for our chil­
dren and our state, we m u s t  provide a stable financial base 
for education.

By p l a c i n g  the education endowment w ithin the principal of 
the A l a s k a  p e r m anent fund, the endowment will enjoy the 
trust m a n a g e m e n t  and h i g h  earnings of the fund. The 
pe r m anent fund w i l l  gain the increased support of a notable 
constituency —  A l a skans w h o  care for our children's future. 
Under the p r o p o s e d  amendment, no less than 40 percent of the 
annual income of the permanent fund will be safeguarded for 
education. Dividends and the permanent fund assets will 
continue to grow.

Because this m e a s u r e  proposes a constitutional amendment, it 
must be p laced b e f o r e  the voters for their approval at the 
next general election, in 1990.I  u r g e  y o u r  f a v o r a b l e  c o n s id <  i o n  o f  t h i s  r e s o l u t i o n .
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HJR 13 
HOUSE 1/17/89

FISCAL HOVE FOR EDUCATION ENDOWMENT

The attached fiscal note dated January 6, 1989 was prepared by the 
Executive Director of the Alaska Permanent Fund Corporation.

The Investments of the endowment will Incur costs. These costs would 
normally be appropriated from the earnings of the endowment Itself.

If this Is done, no costs would be paid by the general fund or by the 
Alaska Permanent Fund.

j
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Relating to the increase in federal m o t o r  fuel taxes and the u s e  of fuel 
taxes t o  reduce t h e  federal b udget deficit.
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IN THE HOUSE BY CATO

HOUSE JOINT RESOLUTION NO. 15 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION

Re lating to the increase in federal

motor fuel taxes and the use of fuel

taxes to reduce the federal budget

d e f i c i t .

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

WHEREAS the United States Congress is looking for effective means to

11 reduce the federal budget deficit in the immediate future; and

12 WHEREAS several proposals being considered for deficit reduction would

13 increase the existing federal fuel taxes by various sizable increments; and

14 WHEREAS the United States Department of Energy has stated that a motor

15 fuel tax will create n  economic loss that is greater than the possible

16 benefits of the tax; and

17 WHEREAS motor fuel taxes are regressive taxes and their increase would

18 affect the poor to a greater extent than persons of other income levels;

19 and

20 WHEREAS states would not receive direct revenue benefits from in-

21 creased federal fuel taxes, but would incur substantial increases in their

22 public assistance costs; and

23 WHEREAS United States residents in the south, midwest, and west pay

24 more fuel taxes because they must travel greater distances by personal

25 vehicles than residents of other regions and, therefore, would bear a

26 disproportionate burden of deficit reduction; and

27 WHEREAS since a great need exists to rehabilitate and reconstruct the

28 nation's transportation system infrastructure, motor fuel taxes should

29 continue to be dedicated to transportation purposes; and

HJR015A HJR 15



1 WHEREAS the tourism industry, one of the top three employers in 80

2 percent of the states, would be adversely affected b> the proposed fuel tax

3 increases; and

4 WHEREAS the gross national product, the consumer price index, and

5 employment all w ould be severely and negatively affected by the proposed

6 fuel tax hikes; and

7 WHEREAS raising the motor fuel taxes and using the taxes for deficit

8 reduction purposes would not only undermine the highway trust fund, but

9 would severely and negatively affect the nation's transportation system;

10 BE IT RESOLVED that the Alaska State Legislature urges the United

11 States Congress to oppose an increase in the federal motor fuel taxes and

12 the use of the taxes to reduce the federal budget deficit.

13 COPIES of this resolution shall be sent to the Honorable George Bush,

14 President of the United States; the Honorable Dan Quayle, Vice-President of

15 the United States and President of the U.S. Senate; the Honorable Jim

16 Wright, Speaker of the U.S. House of Representatives; to the Honorable

17 Samuel K. Skinner, the Secretary of the U.S. Department of Transportation;

18 and to the Honorable Ted Stevens and the Honorable Frank Murkowski, U.S.

19 Senators, and the Honorable Don Young, U.S. Representative, members of the

20 Alaska delegation in Congress.

HJR 15 -2- HJR01 5A



Dept.of Transportation & Public Facilities
POSITION PAPER

bill n o : h j r  15 

t i t l e :

A '
$

Relating to the increase in federal motor

APPROVED: Hark S. H a c k e y  
Co m missioner

d a t e :
February 16, 1989

fuel taxes and the use of fuel taxes to reduce 
the federal budget deficit

The Department strongly supports the passage of this 
resolution for all the reasons stated in the resolution. For 
several years at the national level the U.S. Congress has 
considered proposals to impose a new federal gasoline tax of 
20 to 30 cents per gallon to increase general revenues. 
Revenues from the existing federal tax of 9 cents per gallon 
are dedicated to the Highway Trust Fund.

The department has paid close attention to these proposals 
because of their potential impact on the, federal-aid highway 
program. We anticipate that Alaska will receive at least $140 
to t ;0 million annually in federal highway funds for the next 
three years; this funding pays for almost all of our current 
highway construction budget. State transportation officials 
have been adamant in their opposition to these proposals 
because of the importance of using gas tax revenues to pay for 
highway construction.

The department believes it is the state's and the nation's best 
interest to support a strong federal-aid highway program 
financed through federal taxes on gasoline and diesel fuel 
purchase. Proposals to create an additional federal tax on 
gasoline purchase could endanger this successful financing 
mechanism and reduce significantly the amount of federal 
dollars Alaska receives each year.



POSITION PAPER 

A.G.C. of ALASKA 

TO THE 

HOUSE FINANCE COMMITTEE 

ON 

HJR 15

INCREASE IN FEDERAL MOTOR FUEL TAXES AND THE USE OF FUEL TAXES

TO REDUCE THE FEDERAL BUDGET DEFICIT.



THANK YOU MS. CHAIRMAN. FOR THE RECORD, MY NAME IS RESA 

JERREL AND J AM THE DIRECTOR OF GOVERNMENTAL RELATIONS FOR THE 

ASSOCIATED GENERAL CONTRACTORS OF ALASKA (A.G.C. OF ALASKA).

ON BEHALF OF OUR OVER 600 MEMBER FIRMS WE APPRECIATE THE 

OPPORTUNITY TO TESTIFY IN FAVOR OF HJR 15.

THE PROPOSAL TO INCREASE THE FEDERAL GASOLINE TAX FOR 

DEFICIT REDUCTION WOULD SEVERELY HAMPER THE NATIONS ABILITY TO 

MEET ITS TRANSPORTATION NEEDS AND WOULD ADVERSELY AFFECT THE 

NATION'S PRODUCTIVITY AND COMPETITIVENESS. SUCH A TAX WILL 

SURELY DESTROY THE NATIONS SUCCESSFUL HIGHWAY PROGRAM. NOT 

ONLY WILL IT BREACH THE USER FEE CONCEPT OF THE GAS TAX, IT 

WOULD COME AT A TIME WHEN WE SHOULD BE INCREASING OUR 

INVESTMENT IN HIGHWAYS.

A.G.C. OF ALASKA OPPOSES A FUEL TAX INCREASE FOR DEFICIT 

REDUCTION FOR THE FOLLOWING REASONS i

HIGHWAY AND BRIDGE NEEDS - RAISING THE GAS TAX FOR 

DEFICIT REDUCTION WOULD DIVERT BILLIONS OF DOLLARS ANNUALLY 

FROM THE HIGHWAY TRUST FUND WHILE THE CONDITION OF OUR 

HIGHWAYS AND BRIDGES CONTINUE TO DECLINE. FURTHERMORE, IT 

WOULD COME AT A TIME WHEN WE SHOULD BE INCREASING OUR 

INVESTMENT IN HIGHWAYS.

BREACH USER FEE CONCEPT - SUCH A TAX WOULD BREACH THE

USER FEE CONCEPT OF THE GAS TAX WHICH HAS BEEN CRITICAL TO THE

PUBLIC'S SUPPORT OF THE HIGHWAY PROGRAM.

EBIiMPIi STATE TAXES - THE TAX WOULD UNDERMINE STATE

EFFORTS TO FINANCE THEIR OWN TRANSPORTATION NEEDS THROUGH USER 

FEE TAXES.

UMEBIB IfiXQIIQN - AMERICAN MOTORIST WOULD BE SINGLED OUT 

TO SHOULDER THE BURDEN OF REDUCING THE DEFICIT.



ItJE fiU IIIE S  - MOTORIST IN THE WESTERN STATES, IN 

PARTICULAR, WHERE DRIVING DISTANCES ARE GREATER, WOULD BE HIT 

ESPECIALLY HARD BY THE TAX.

fcliefcjwaxs IdEIE way - THE NATION'S HIGHWAY TRANSPOR­

TATION SYSTEM HAS NOT CONTRIBUTED TO THE NATIONAL DEFICIT.

THE FEDERAL HIGHWAY TRUST FUND IS REQUIRED BY CONGRESS ALWAYS 

TO HAVE ENOUGH FUNDS TO COVER EXPENDITURES.

WE URGE ALL OF YOU TO SUPPORT HJR 15 AND HELP IN 

EXPEDITING IT'S PASSAGE.

THANK YOU FOR THIS OPPORTUNITY SPEAK OUT IN FAVOR OF THE 

RESOLUTION.



February 9,1939 Route to

Volume 41, Number 6 ______

A coalition ofgroups opposed to a gas tax for deficit reduction 
is holding meetings at AGC of America.

GAS TAX FOR DEFICIT 
REDUCTION-AGC CONTINUES ITS 
OPPOSITION

AGC continues its efforts to protect the nation’s high­
way program from the threat of a gasoline tax increase 
for deficit reduction.

As part o f its continuing efforts, a coalition o f industry 
groups opposed to such a tax met again at AGC of 
America on February 6 to outline a strategy to defeat any 
such proposal and to show our concern to House of 
Representatives staff. At an earlier meeting, Rep. Bud 
Shuster (R-Pa.) said the possibility o f a gas tax  for 
deficit reduction  is the greatest th rea t he’s ever seen 
to the nation’s highway program.

House Resolution 41-introduced by Rep. Glenn 
Anderson (D-Calif.), Public Works and Transportation 
Committee Chairman, Rep. John Paul Hammerschmidt

(R-Ark.), the committee’s Ranking Republican mem­
ber, and Rep. Shuster, Ranking Republican on the Sub­
committee on Surface Transportation, has 13 new 
cosponsors, bringing the current total to 124.

The new cosponsors arc:
Richard Stallings (D-Ida.) 
Philip Crane (R-Ill.)
Peter Visclosky (D-Ind.) 
Richard Baker (R-La.)
Ron Marlenee (R-Mont.) 
George Hochbrueckner (D- 

N.Y.)

Mickey Edwards (R-Okla.) 
John Tanner (D-Tenn.) 
William Lipinsky (D-Ill.) 
Don Ritter (R-Pa.)
Robert Walker (R-Pa.)
Bill Sarpalius (D-Tcx.) 
Richard Arne; (R-Tex.)

CO N TA CT YOUR SENATORS AND R EPR E­
SENTATIVE — Let your Senators and Representative 
know your opposition to any proposals to increase the 
gas tax for deficit reduction. Address your letters to:
The H on._________, United States Senate, Washington,
DC 20510 or The Hon. ________ , U.S. House of
Representatives, Washington, DC 20515. The phone 
number for the Capitol switchboard is (202) 224-3121.

NEW A G C GAS TAX PUBLICATION -  AGC has 
prepared a brochure detailing the case against raising the 
gas tax for deficit reduction. The brochure, which is in 
question and answer format, will be available for use by 
chapters shortly.
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Rx FORPRODUCTIVITY:BUILDINFRASTRUCTURE
BY DAVID ASCHAUER,

SENIOR ECONOMIST AT THE 
FEDERAL 

RESERVE BANK OF 
CHICAGO

David Aschaver is senior economist at 
the Federal Reserve Bank of Chicago and 
author of landmark studies on the link be­
tween capital investment and productivi­
ty. His work has been featured in Busi­
ness Week and Engineering News 
Record. Mr. Aschauer has uncovered 
striking evidence that the recent fall-off in 
public works—or infrastructure—invest­
ment is at the core of the current slowdown 
tn U.S. productivity. What follows are ex­
cerpts from a speech Mr. Aschauer gave 
before the AGC explaining his findings.

S.mce 1982 the United 
States has staged a truly impressive 
economic performance. An expansion of 
output lasted longer than in any other 
peacetime period in American history; an 
addition of over 13 million workers to the 
ranks of the employed; a fall in the 
unemployment rate from 9.5 percent of 
the labor force to less than 6 percent; an 
inflation rate seemingly under control and 
minute in comparison with the double­
digit rates of price increase which burst 
out in the 1970s—all are signs of a 
robust, vital economy.

Still, some troubling clouds have been 
gathering on the horizon. The growth in 
output that is not directly attributable to 
increased levels of private capital stock

"Our ability to compete with other nations 
has been eroded by the low level of public in­
vestment in the United States. ”
and employment—or what economists 
call "total factor productivity” growth— 
has slumped during the last decade and 
a half in the United States. A few specific 
numbers: the annual growth rate of total 
factor productivity in the private business 
economy has plummeted from 1.5 per­
cent during the 1950s and 1.8 percent 
throughout the 1960s to .8 percent in the

1970s and a dismal .7 percent in the first 
half of the present decade.

Not only has productivity growth fallen 
over time, but relative to the experience 
of our major international competitors as 
well. The growth in Gross Domestic 
Product per employed person in the 
United States has been the lowest in the 
Group of Seven major industrialized 
countries. While Japan has achieved pro­
ductivity growth in excess of 3 percent 
per annum and West Germany some 2.4 
percent, the United States lags far 
behind at less than one percent.

Economists have offered several ex­
planations of the decline in productivity 
growth in the United States. A surge in 
aggregate productivity can be expected 
whenever resources—labor and 
capital—are shifted from less to more 
productive sectors of the economy. The 
migration of labor from farm to nonfarm 
occupations had such an effect, but most­
ly came to a halt by the mid 1960s. Thus 
from then on productivity growth was 
slower than before. Zvi Griliches of Har­
vard University has emphasized a 
general slowing of expenditures on 
research and development and a related 
slowing of technological change. John 
Tatom and Robert Raasche have pointed 
a finger at higher energy prices. Finally, 
a lower level of capacity utilization also 
may explain some of the reduction of

78 Jonuory 1989/CONSTRUCTOR



productivity.
But there are problems with each of 

these explanations. For example, while 
the usual dating of the onset of the pro­
ductivity slump is in early 1973, the first 
oil shock did not occur until October of 
that year. Also, while total R&D spend­
ing has fallen, this is due to a decline in 
government R&D and not private R&D, 
which instead has risen. And the com­
bination of all these factors does not go 
far enough. The Bureau of Labor 
Statistics—the government productivity 
watchdog—estimates that these factors 
account for only about one-fourth of the 
slower productivity growth in the private 
economy.

Usually, concern about the infrastruc­
ture centers on questions of safety, con­
venience, and "quality of life." These 
concerns are legitimate. But there are 
deeper implications in the national 
neglect of our public facilities for the 
health of the United States economy. In­
deed, I have uncovered striking evidence 
that the recent fall-off in public works 
spending is at the very core of the pro­
ductivity slowdown.

Since the framing of the Constitution 
in the hot Philadelphia summer of 1787, 
the American populace has been suspi­
cious of government, its individualistic 
spirit looking first to the free market for 
the proper conduct of economic affairs. 
Ronald Reagan’s Inaugural assertion that 
"Government is not the solution to our 
problem" but rather “government is the 
problem" landed on sympathetic ears 
during the early 1980s. "Big govern­
ment" brings with it intrusive and 
burdensome regulations, raising the 
costs of doing business through increas­
ed paperwork and forced expenditures 
on nonproductive items such as pollution 
control, safety devices, and health 
facilities. "Big government" involves 
transfer payments which often require in­
dividuals to halt productive activities just 
so as to qualify to receive welfare 
payments. Big government ultimately 
must be financed with higher taxes on 
labor, capital, or both, which diminish the 
incentives to produce on the market. 
Simply put, a large government sector 
acts as a drag on the process of economic 
growth. Indeed, a number of academic 
scholars have begun to estimate the 
economic effect of government spending

on the supply side of the economy. An 
expanding body of empirical evidence 
supports the hypothesis that there is a 
significar.* negative relationship between 
government spending levels and eco­
nomic growth rates.

I am not an advocate of "big govern­
ment." However, it must be admitted 
that on net a host of government ac­
tivities must enhance rather than detract 
from the productivity of the private sec­
tor, particularly when it is recognized 
that what lowers unit production costs 
also increases private productivity. It 
goes nearly without saying that much 
private sector production is critically 
dependent on the availability of public 
services of a collective or quasi-collective 
sort such as transportation, water supp­
ly, and waste disposal, components of a ' 
basic public infrastructure.

Consider a New York firm producing 
clothing for distribution and sale 
throughout the United States and the 
world. The availability of mass transit 
lowers the commuting cost of the 
employees which, in turn, pushes down 
the wages the firm must offer to attract 
workers. The close proximity of fire and 
police stations reduces insurance 
premiums. An uninterrupted water sup­
ply allows for the washing and drying of 
fabrics; an unclogged sewer system 
clears away the tainted water for treat­
ment. Uncongested city streets serve 
double duty. Materials can be brought in 
daily, thereby paring inventory levels and 
saving on inventory management costs. 
Trucks move finished clothing to in­
terstate highways and to airports for na­
tional and international distribution.

Table 1 depicts the pattern of govem-

• TABLE 1 : •• • • 

TRENDS IN GOVERNMENT SPENDING AS A PERCENTAGE OF GNP
PuWk 

. Hooinlitoiy .. 
Total InrastaMt *•

Not
lotonst

1950-55 25.0 3.2 - • • 4 .7  •-» 1.3
1956-60 26.3 3.2- 5. •: 1.2 .
1961-65 27.7 3.4 6.0 1.2
1966-70 30.0 3.4 7.0. 1.2
1971-75 3)7  2.9 9.9 1.1
1976-80 31.8 2.4 11.1 v. 1.3
1981-85 34.4 .. •. 2.0 12.3 2.1
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Rx FOR PRODUCTIVITY: BUILD INFRASTRUCTURE
BY DAVID ASCHAUER,

SENIOR ECONOM IST AT THE 
FEDERAL 

RESERVE BANK OF 
CH IC A G O

ment spending over the period 1950 to 
1985. Total government expenditure- 
consisting of outlays on goods and serv­
ices, net interest, and transfer payments 
to individuals such as Social Security, 
AFDC (Aid to Families with Dependent 
Children), and Food Stamps—has steadi­
ly risen as a percentage of Gross National 
Product, from 25 percent during the ear­
ly 1950s to 34.4 percent by the early 
1980s. Of this total, the component in­
creasing at the fastest rate has been 
transfer pavments to individuals, from 
4.7 percent of GNP during the first half 
of the 1950s to 12.3 percent by 1980-85. 
At the same time, government spending 
on nonmilitary capital goods—infra­
structure expenditures—has fallen from 
3.2 percent of GNP to a mere 2 percent. 
Statistically, it is clear that increased 
government transfer payments to 
individuals—accelerating after 1965—are 
largely responsible for both increased 
total government spending and a shift in 
budget shares away from public invest­
ment in infrastructure. The welfare state 
has squeezed out expenditures on more 
traditional government services such as 
roads, police services, fire protection, 
and waste disposal.

This shift in the composition of govern­
ment spending has adversely affected 
private sector productivity. Chart 1 
shows the tight relationship between 
productivity in the private business 
economy and the level of the nonmilitary 
public capital stock. Productivity clipped 
along at a 2 percent annual rate during 
1950 to 1970 while the net public capital 
stock expanded by 4.1 percent per year. 
However, after 1970 the rate of increase 
in the public capital stock fell to a mere 
1.6 percent per year, bringing with it a 
slump in productivity growth to a miser­
ly .8 percent annual rate.

That there is a strong correlation be­
tween productivity and public capital ap­
pears beyond doubt. I have conducted 
various statistical tests to verify that low 
public investment causes the sluggish 
productivity growth, rather than vice 
versa. To prove this, we might isolate 
a particular sector of the economy and 
a particular type of public capital where

we would be very comfortable in ascrib­
ing a productivity interpretation to the 
relationship. As it turns out, the level of 
output per hour in the trucking and 
warehousing industry is highly positive­
ly related to the net stock of streets and 
highways, with a one percent increase in 
the stock of highways inducing an in­
crease in trucking output per hour at .8 
percent. Trucking is only one component 
of the process of moving people and 
goods in the United States, the total cost 
of which amounts to some 18 percent of 
Gross National Product. Extrapolating 
from this result then suggests how im­
portant an adequate and well-maintained 
transportation network is to an economy 
so dependent on the speedy distribution 
of goods and services from factory to 
market. As Nancy Rutledge, Executive 
Director of the National Council on Public

CHART 2. BACK OF THE G -7  PACK
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Works Improvement, has warned, 
"there’s another, more subtle and 
powerful effect of this deterioration in our 
capital works projects that is silently 
undermining our nation’s ability to com­
pete in the world market. It’s not a 
dramatic bridge collapse or water shor­
tage, but by virtue of the fact that we’re 
not able to produce goods or get to the

market as quickly, we may be putting a 
stranglehold on our economic future.”

Indeed, this warning should be heed­
ed. Our ability to compete with other na­
tions has been eroded by the low level 
of public investment in the United States. 
Chart 2 shows that the U.S. lies at the 
back of the G-7 pack both in terms of 
growth in output per hour—labor produc­
tivity growth—and in the level of public 
investment relative to Gross Domestic 
Product. On the other hand, Japan has 
sustained higher levels of public invest­
ment and has achieved higher productivi­
ty growth.

That public capital augments private 
productivity as suggested above then 
leads directly to a policy proposal that the 
United States should dramatically in­
crease its level of public investment 
spending. I adhere to the proposal of the 
National Council on Public Works Im­
provement that spending on infrastruc­
ture facilities should be boosted to some 
$90 billion or $100 billion a year.

The evidence presented suggests that 
more attention should be paid to the com­
position of the government’s expen­
diture, and particularly the effects such 
composition may have on the macro­
economy’s profitability and productivity. 
While total government spending mounts, 
investment in public works slides. In­
deed, the share of total government 
outlays dedicated to public investment 
declined from nearly nine percent in 1965 
to a mere six percent in 1985. By 
reorienting our public spending priorities 
so as to upgrade and expand the public 
capital stock, we can be confident we will 
heighten the productivity of our work­
force and improve our position in the 
increasingly competitive international 
marketplace.

— B y  D a v id  A tc h a u t r ,  sen io r econom ist, federal 
Rese rv e  Bonk o f  C h ic ag o
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WASHINGTON. D.C. 29006 • (202) 393-2040

FOR IMMEDIATE RELEASE FEBRUARY 2, 1989

AGC PRESIDENT SUPICA SALUTES 110 COSPONSORS OF H.RES. 41 OPPOSING 
A GAS T A X HIKE FOR DEFICIT REDUCTION

WASHINGTON. D.C. -  Associated General Contractors of America 
(AGC) President Jim Supica saluted the 110 cosponsors of House
Resolution 41 which opposes proposals to increase the nation’s 
fuel tax for deficit reduction.

"Many members of the House Public Works Committee, and other 
representatives deeply involved in the nation’s vital 
transportation programs, understand the devastating effect such a 
tax would have on our highways and bridges," Mr. Supica said.
"They are showing their concern, in part, by cosponsoring H.
Res. 41 opposing a federal gas tax increase for deficit 
reduction."

In a recent letter to all members of Congress, President Supica 
explained that such a tax “would severely hamper this nation’s 
ability to meet its transportation needs and would adversely
affect this nation’s productivity and competitiveness." He urged 
Congress to reject any such proposal.

Mr. Supica pointed to a recent study by the American Association 
of State Highway and Transportation Officials which estimates 
that the nation's annual highway capital needs over the next 30
years are nearly double current investment levels. "In light of
this study," Mr. Supica said, "a tax on gasoline for deficit 
reduction will surely destroy the nation’s successful highway 
program. Not only will it breach the user fee concept of the gas 
tax...it would come at a time when dearly we should be 
increasing our investment in highways."

-more-

AGC is .. .8,500-plus General Contracting Firms. ..112 Nationwide Chapters.. 22,000 Affiliate Firms. 3.500,000-plus 
Employees... $150 Billion-plus Market. AGC member perform more than 80 percent of America's contract constriction of 

commercial buildings, highways, heavy engineering, industrial, utility and municipal facilities, and more than 50 percent
nf ths construction performed overseas by American firms.
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The nation's highway program is financed through user fees, in 
the form of state and federal gasoline taxes, Mr. Supica
explained. "Taxing gasoline for deficit reduction will surely
preempt any state’s ability to avail of this key revenue source 
to meet ever increasing needs." Mr. Supica also reiterated his
call for the $15 billion Highway Trust Fund balance to be used
for its intended purpose rather than for masking the deficit.

Mi. Supica explained that AGC opposes a fuel tax increase for
deficit reduction for the following reasons:

Highway and bridge needs-Raising the gas tax for deficit 
reduction would divert billions of dollars annually from the 
Highway Trust Fund while the condition of our highways and 
bridges continues to decline. Furthermore, it would come at a 
time when we should be increasing our investment in highways.

Breach user fee concept-Such a tax would breach the user fee 
concept of the gas tax which has been critical to the public’s 
support of the highway program.

Preempts state taxes-The tax would undermine state efforts to 
finance their own transportation needs.

Unfair taxatlon-American motorists would be singled out to 
shoulder the burden of reducing the deficit.

Regional Inequlties-Motorists in Western states, in particular, 
where driving distances are greater, would be hit especially hard 
by the tax.

###



January 12,1989 Route to.

Volume 41, Number 2
AGC PRESIDENT SUPICA TO 101ST 
CONGRESS: PROTECT AMERICA’S 
TRANSPORTATION SYSTEM -  REJECT A GAS 
TAX HIKE FOR DEFICIT REDUCTION

Despite published reports to the contrary, a fuel tax 
increase for deficit reduction is a very real possibility, 
and a very real threat to the nation's transportation 
network, according to AGC 
President Jim Supica- In a let­
ter to all members of Congress,
President Supica explained this 
week that such a tax "would 
severely hamper this nation's 
ability to meet its transportation 
needs and would adversely af­
fect this nation's productivity 
and competitiveness." He 
urged Congress to reject any 
such proposal. Mr. Supica 
pointed to a recent study by the American Association 
of State Highway and Transportation Officials which 
estimates that the nation's annual highway capital 
needs over the next 30 years are nearly double current 
investment levels. "In light of this study," Mr. Supica 
said, "a tax on gasoline for deficit reduction will surely 
destroy the nation's successful highway program- Not 
only will it breach the user fee concept of the gas tax...it 
would come at a time when clearly we should be in­
creasing our investment in highways."

The nation's highway program is financed through 
user fees, in the form of state and federal gasoline taxes, 
Mr. Supica explained. ’Taxing gasoline for deficit 
reduction will surely preempt any state's ability to avail 
of this key revenue source to meet ever increasing 
needs." Mr. Supica also reiterated his call for the $15 bil­
lion Highway Trust Fund balance to be used for its in­
tended purpose rather than for masking the deficit.

Pagel

CONTACT YOUR SENATORS AND 
REPRESENTATIVE

Let your Senators and Representative know your 
opposition to any proposals to increase federal fuel 
taxes for deficit reduction. Address your letters to:
The Hon. ________ , United States Senate,
Washington, DC 20510 or The H on.________ , US.
House of Representatives, Washington, DC 20515. 
The phone number for the Capitol switchboard Is 
(202)224-3121.

WHY AGC OPPOSES A GAS TAX INCREASE 
FOR DEFICIT REDUCTION

■  Highway and bridge needs-Raising the gas 
tax for deficit reduction would divert billions of 
dollars annually from the Highway Trust Fund 
while the condition of our highways and 
bridges continues to decline. Furthermore, it 
would come at a time when we should be in­
creasing our investment in highways.

B Breach user fee concept-Such a tax would 
breach the user fee concept of the gas tax which 
has been critical to the public's support of the 
highway program.

■  Preempts state taxes—The tax would under­
mine state efforts to finance their own transpor­
tation needs.

■  Unfair taxation-American motorists would be 
singled out to shoulder the burden of reducing 
the deficit

B Regional inequities-M otorists in Western 
states, in particular, where driving distances are 
greater, would be hit especially hard by the tax.

o  *GC • SECONOdASS KXVGt * /0  N VASHNCTON. OC • COST SI0CWTAI NONMEMMB • WtEWY I X J "  ONE WHS IN AUGUST AM) ONE WEEK IN OCOMSEI • >SSN 0161-1121
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January 19,1989 R o m  to.

Volume 41, Number 3 ____________________

G A S  TAX FO R  DEFICIT tion, media coverage opposing such a tax has grown. In
R E D U C T IO N -M A JO R  THREAT TO  T H E  a recent column in the Washington Times, for instance,
NATION’S  HIGHWAY PRO G RA M  former Federal Highway Administrator Ray Barnhart

AGC continues its efforts to protect the nation's high- said that "While deficit reduction is clearly a worthy na- 
way program  from a very real possibility and threat—a tional priority, it should not blind us to the overwhelm- 
gasoline tax increase for deficit reduction. ingly negative impact this tax would have" on

D uring a January 18 meeting of industry groups op- America s deteriorating road infrastructure, 
posed to such a tax, held at AGC of America, Rep. Bud 
Shuster (R-Pa.) said that the possibility of a gas tax for 
deficit reduction is the 
greatest threat he's ever seen to 
the nation's highway program.

Explaining that the federal 
government is not even spend­
ing badly needed dollars which 
have accumulated in the High­
way Trust Fund, Rep. Shuster 
said adding a gas tax for deficit 
reduction would further harm 
efforts to improve the highway 
system. Rap. Shuster, Rep.
Glenn Anderson (D-Calif.), Public Works and

"IT IS IMPERATIVE THAT AGC MEM­
BERS URGE THEIR REPRESENTATIVE 
TO COSPONSOR HOUSE RESOLUTION 
41 OPPOSING A GAS TAX FOR DEFICIT 
REDUCTION"-AGC PRESIDENT SUPICA

A FUEL TAX IN C R E A S E  FO R  DEFICIT 
R E D U C T IO N -N O  SO L U TIO N

With pressure m ounting to reduce the federal budget
deficit, the threat of an increase in the federal fuel tax
for deficit reduction has never been greater.

Some have embraced the idea as the "easy solution"
_  _ , _  . to the federal deficit But w hat looks like an easy sohi-
Transportation Committee Chainnan, and Rep. John Bon *  really n0 soluUon at aU. fact, the t a x  would
Paul Hammerschmidt (R-AriO, the committee's Rank- t a w  xveIe  consequences on America's transportation

Rep. Bud Shuster

ing Republican member, today introduced a  resolu­
tion, H JL  41, opposing any efforts to Increase the gas 
tax fo r deficit reduction. The resolution has 61 original 
cosponsors. Last week, AGC President Jim Supica 
called on  Congress to reject a gas tax increase for deficit 
reduction. In a letter to all members of Congress, Presi­
dent Supica said such a tax "would severely ham per this 
nation's ability to meet its transportation needs and 
would adversely affect this nation's productivity and 
competitiveness."

G rowing Opposition To Gas Tax For Deficit Reduc­
tion-, A s  many industry and consumer groups have 
mobilized opposition to a gas tax for deficit reduc-

system, the economy, and  freedom of mobility. 
continued on page 2
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A gas tax Increase for defidt reduction would:
B Only reduce the federal defidt by 27 cents for 

every dollar of tax raised.
B Threaten the nation's highway program by 

destroying the user fee concept of the gas tax,
B Divert billions of dollars annually from high­

ways at a time when increased infrastructure in­
vestment is desperately needed.

B Single out the nation's motorists to shoulder the 
burden of reducing the defidt.

B Derail many state initiatives for increasing 
funding for state highway and bridge improve­
ments.

B Drive up  the cost of doing business/ increase in­
flation and harm  American businesses in the 
world marketplace. • ■ -

B Take away from infrastructure investment, thus 
further harming the economy.

H Place the heaviest burdens on rural Americans 
and  on the poor.

■  Undo many beneficial aspects of tax reform.

GAS TAX from page 1

A  Coalition of industry groups opposed to a gas tax Increase for 
deficit reduction mapped strategy during a recent meeting at AGC 
headquarters. Rep. Bud Shuster is speaking. The meeting was 
also addressed by AGC Legislative Committee Chairman Doug 
Pltcock.
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[MEDICAL BENEFITS F O R  VETERANS] 
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Introduced: 1/25/89
Referred: Health, Education &
Social Services and Finance

6-0503AA

IN THE HOUSE

BY FOSTER, GRUENBERG, NAVARRE, 
GRUSSENDORF, SHARP, ZAWACKI, GOLL, 
MENARD, SH’.'LTZ, M.DAVIS, C.DAVIS, 
COLLINS, HUDSON, BOUCHER, CATO, 
ULMER, BARNES AND KOPONEN

HOUSE JOINT RESOLU TI ON  NO. 16 

IN THE LEGISLATURE OF THE STATE OF ALA SKA  

SIXTEENTH LEGISLATURE - FIRST SESSION

Relating to medical benefits for v e t e r­

ans .

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

WHEREAS comprehensive health care is a benefit that veterans have 

earned through their service to our country; and

WHEREAS comprehensive health care benefits for veterans have histor-

11 ically included coverage for the costs of heart transplants when  me dically

12 necessary or desirable; and

13 WHEREAS the federal Veterans Administration is currently reviewing its

14 policy of covering heart transplants for veterans under their hea lth  bene-

15 fits, and this coverage may be restricted or eliminated; and

16 WHEREAS restricting or denying heart transplant coverage to veterans

17 would unfairly deny to them their right to comprehensive health care;

18 BE IT RESOLVED by the Alaska State Legislature that heart transplant

19 coverage should remain part of the comprehensive health care package that 

£0 is available to veterans.

21 COPIES of this resolution shall be sent to the Honorable Dan Quay-e,

22 Vice-President of the United -tates and President of the United States

23 Senate; the Honorable Jim Wright, Speaker of the United States House of

24 Representatives; Edward J. Derwinski, Administrator of Veterans Affairs;

25 and to the Honorable Ted Stevens and the Honorable F rank Murkowski, U.S.

26 Senators, and the Honorable Don Young, U.S. Representative, members of the

27 Alaska delegation in Congress.

HJROibA -1- H J R  16



Official Business

Alaska State Legislature
House

P .O . BOX V 
S t a t e  C a p i t o l  

J u n e a u ,  A la s k a  99811

M E M O R A N D U M :

TO:

FROM:

DATE:

RE:

Health, Education, and Social Services Coimuttee 

Rep. Richard Foster !

April 13, 1989

HOUSE JOINT RESOLUTION NO. 16

Thank you for scheduling HJR 16. Either I or one of my staff will be 
available for the ccmnittee meeting. This problem was first brought to my 
attention by a constituent who had a heart transplant in Salt Lake City last 
year. Added information concerning proposed cuts in spending for veteran 
medical benefits was highlighted in the 'Vet's Forum", Volume 3, Number 1, 
page 3, January/February 1989; Division of Veterans' Affairs, State of Alaska. 
See the attached copy of the referenced page.



"A man who is g o od  enough to shed his blood 
fo r  his country is good enough to be giuen a 
square deal afterwards. More than that no 
man is entitled to, and less than that no man 
shall haue." —Theodore Rooseuelt

★ * * WHAT’S NEW & ON THE HORIZON FOR VETERANS * ★ *

VA Budget Plan Draws 
Congressional FIRE

(From the
H o u s e  V e te ra n s  Affairs C om m ittee  n e w s  Jan .  1989)

WASHINGTON — T h e  R e a g a n  Administration p r e s e n te d  
Capitol Hill with a p r o p o s e d  sp e n d in g  plan for v e te r a n s ’ 
p ro g ra m s  tha t  w ould  cu t nearly 9.000 VA health  c a re  
e m p lo y e es ,  r e d u c e  m ed ica l  facility construc tion , a n d  deny  
m edica l c a r e  to th o u s a n d s  of ve te rans .

"This  is sho ck in g .  W h o ev e r  p la n n e d  this bu dg e t  certainly 
isn't paying  c lo s e  a t ten tion  to  the  real world." r e m a rk e d  Rep. 
G. V. “S o nn y"  M o ntgom ery  (D-MS), C h a irm an  of th e  H o u se  
V e te ra n s ’ Affairs C om m ittee .  "It m a rks  a  continuation  of 
OMB’s  [Office of M a n a g e m e n t  a n d  B uuget]  pa tte rn  of back  
door  a p p r o a c h e s  to kill v e t e r a n s ’ heaitii  c a r e  p rog ram s. 
T h ey  c o n t in u e  to c u t  e m p lo y e e s  a n d  hold ba ck  re s o u rc e s  
a n d  naturally, few e r v e te r a n s  will r e c e iv e  c a re .  T h e n  they 
b a s e  the ir  p ro jec t io ns  on  th is  reduction, a n d  s o  on, a n d  so  
on. It’s  a  cy c le  th e y ’v e  p layed  to the  hilt, a n d  this C om m ittee  
is fed up  with it."

T h e  V e te ra n s  Administration, in r e c e n t  m onths ,  h a s  b egu n  
to te rm ina te  health  c a r e  p rog ram s,  ta k e  hospital b e d s  out of 
s e rv ic e  (in addition to t h o u s a n d s  a lready  c lo sed ) ,  a n d  deny  
to ce r ta in  g ro u p s  of v e te ra n s ,  c a r e  a t  virtually every  v e te ­
r a n s ’ hospita l  in th e  country. H o u s e  V e te ra n s ’ Affairs C o m ­
m ittee staff fo recas t ,  conservatively , a  m ed ica l  budge t  s h o r t ­
fall ov e r  th e  nex t  two y e a r s  of $1.1 billion be low  th e  am o u n t  
n e e d e d  to deliver th e  level of s e rv ic e s  provided in FY ’88. 
T h e  Administration p ro jec ts  w h a t  M ontgom ery  calls  "u n re a l ­
is tic” d e c l in e s  in th e  n u m b e r  of v e te ra n s  utilizing VA health 
c a r e  s e rv ic e s .  Fund ing  c u ts  a r e  c a lc u la te d  o n  t h e s e  s a m e  
pro jec tions . A cco rd in g  to th e  Administration, (an d  their 
u p s id e -d o w n  crys ta l  ball.) th e re  will b e  (FY 9 0  c o m p a re d  to 
FY 89): 17 .516  few e r  pa t ie n ts  t re a te d  in VA hospita ls ; a  
23.8% (6,269) d e c r e a s e  in th e  n u m b e r  of domiciliary patients; 
& a  23 .7%  (7 ,983) d e c r e a s e  in nurs ing  h o m e  c a r e  pa tients .

" T h e s e  n u m b e r s  fly in th e  fa c e  of all fa c ts  a n d  logic. 
Eligible v e t e r a n s  a r e  literally s ta n d in g  in line for c a r e  th a t  this 
bu dg e t  s e e k s  to d e n y  the m ."  s a id  Montgomery. T he Admin­
istration a lso  p r o p o s e d  to cu t th e  n u m b e r  of full-time m edica l 
a n d  r e s e a r c h  e m p lo y e e s  by 8 ,957  — from 199,852  to 
190,895. T h e  Adm inistra tion r e q u e s t e d  m ed ica l  facility c o n ­
struc tion  funding tha t  falls sho rt  of pub lish ed  VA r e c o m m e n ­
da tions  for FY 90  by at leas t  $180.3 million.

M edical c a r e  is not t h e  only p ro g ra m  tha t would b e  a d v e r ­
se ly  a ffec ted  if th e  b u d g e t  p ro p o s a ls  v .ere  im plem ented . 
U nder  th e  A dm in is tra t ion’s  FY 9 0  blueprint, funding for the  
D e p a r tm e n t  of V e te r a n s ’ B enefits , w hich  is r e s p o n s ib le  for 
th e  ad jud ica t ion  of c la im s  for c o m p e n s a t io n ,  p e n s io n  a n d  
e d u c a t io n  benefi ts  a s  well a s  h o m e  loap g u a ra n te e s  a n d  
burial benefits , is $ 3 0  million sho rt  of a  cu rren t  s e rv ic e s  level.

T h e  D e p a r tm e n t ’s  em ploy m en t  level would fall 6%  from 
th e  1988  level of 12,872. This, d e sp i te  th e  fact tha t,  s in c e  
1979, m o re  th a n  one-th ird  of th e  DVB (benef i ts  c o u n s e lo r s )  
w ork fo rc e  h a s  b e e n  cut. w hich h a s  re s u l te d  in a  co n tinu ing  
de te r io ra t ion  in t im elin ess  a n d  quality of s e rv ic e  to  v e te ra n s .  

O ther  Administration re c o m m e n d a t io n s :
- i n c r e a s e  from 1 % to 3.8% th e  or igination f e e  c h a r g e d  a 

v e te ra n  for a  V A -gu aran tee d  h o m e  loan; rep e a l  t h e  recen t ly -  
re in s ta te d  travel a l lo w a n ce  eligibility prov is ions  to  allow only 
v e t e r a n s  in n e e d  of s p ec ia l  t ran sp o r ta t io n  or t h o s e  w h o  live 
100  miles or m o re  from a VA m edica l  facility to r e c e iv e  th e  
benefit;  a n d

- r e d u c e  m e d ica l  a n d  p ros th e t ic  r e s e a r c h  by $12 .9  million. 
T h e  H o u s e  V e te ra n s '  Affairs C o m m it te e  h a s  s c h e d u le d

b u d g e t  h e a r in g s  in early February.
NOTE: T h e  im p a c t  of th e s e  p ro jec ted  shortfalls  a n d  r e d u c ­

tions  of s e r v i c e s  would b e  a  s e v e r e  blow to  v e t e r a n s ’ en ti­
t l e m e n ts  — vour en t it lem ents  a n d  th e  s e r v ic e s  you  m a y  
n e e d .  D rop  a letter to  your  c o n g re s s io n a l  r e p re s e n ta t iv e s  
a n d  e n c o u r a g e  th e m  to he lp  p r e s e rv e  v e te r a n s  be n e f i ts  a n d  
e n t i t lem en ts .  L isted  below a r e  A l a s k a s  S e n a to r s  a n d  
R e p resen ta t iv e .

S e n a to r  T e d  S te v e n s  
U.S. S e n a t e  
5 2 2  Hart Building 
W ash ing ton , D.C. 20510  
Local P h o n e  ff: 9 0 7 -2 7 1 -5 9 1 5

S e n a to r  Frank Murkowski 
U.S. S e n a t e  5 2 2  Hart Building 
W ash ing ton ,  D.C. 20510  
Local P h o n e  ##.907-271-3735

R e p re s e n ta t iv e  Don Young 
H o u s e  of R e p re s e n ta t iv e s  
2331 R ayburn  Building 
W ash ing ton , D.C. 2 0 51 5  
Local P h o n e  ##:907-271 -5978

i',

DID YOU KNOW? ★ DID YOU KNOW?

Burial in a  N ational C e m e te ry  is av a ilab le  to a  v e t e ­
r a n 's  widow, minor children, unm arr ied  ch ild ren  u n d e r  
t h e  a g e  of 23  a t ten d in g  s c h o o l  a n d  u n d e r  ce r ta in  
co n d it io n s  to u n m arr ied  adult children.
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Official Business

H ouse
P .O . BOX V 

S t a t e  C a p i t o l  
J u n e a u ,  A la s k a  99811

H E M O R A N U M :

TO:

FROM:

DATE:

RE:

House Finance Conmittee 

Rep. Richard Foster 

April 20, 1989

HOUSE JOINT RESOLUTION NO. 16

Thank you for scheduling HJR 16. Either I or one of my staff will be 
available for the conmittee meeting. This problem was first brought to 
my attention by a constituent who had a heart transplant in Salt Lake 
City last year. Added information concerning proposed cuts in spending 
for veteran medical benefits was highlighted in the "Vet's Forum",
Volume 3, Number 1, Page 3, January /February 1989; Division of Veterans' 
Affairs, State of Alaska. See the attached copy of the referenced page.

The issue of veterans' benefits will become more important in future 
years as the large number of WW II veterans retire and move from private 
health care plans provided by employers. At the same time they are 
approaching the age where there will be a dramatic increase in the need 
for health care.

In rural Alaska there is a large group of veterans who do not have 
private health care. They depend upon the Indian Health Service (IHS) 
for health care. President Bush and Congress have also proposed 
substantial cuts in IHS as well.





The FINANCE Committee considered: H J R  21

HOUSE JOINT R E S O L U T I O N  NO. 21
[DISAPPROVE FBNKS. N. S T A R  BORO ANNEXATION] 

Disapproving the Local Boundary Commission r e c o m m e n d a t i o n  for annexation of 
territory to the Fairbanks North Star Borough.

R E C O M M E N D S :

[ ] replacing w i t h  ______________

[ ] the attached amendment(s)

[ ] do pass

[ ] do not pass

[_■ no recommendation

individual recommendations 

[ ] additional referral to the

[ ] the same title
[ ] a new title

Committee

A D O P T S : letter of intent

ATTACHES N E W  F I SCAL NOTE(s):

[ ] fiscal impact

zero fiscal note ETcL a.6. 

[ ] zero w i t h  analysis

SIGNING DO PASS:

A PPROVES PREVIOUS:

[ \ < ^ f i s c a l  nojte(s) published:^  a. n sq
zero fiscal notes(s) published: a - l n  g q _________________________

SIGNING O T H E R  T H A N  DO PASS:
(Do Ngt^^kss, ^No J^eqojraipendation, Amend)

$ L q J $ lc  .

A/0 jPjlc.

^ C ^ o n o f V A S S

. /i/o  J & r

'rC.. ____
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Introduced: 2/3/89
Referred: Community & Regional
Affairs and Finance

6 - 0 6 1 5 A

1 IN THE HOUSE BY WALLIS

2 HOUSE JOINT RESOLUTION NO. 21

3 IN THE LEGISLATURE OF TH E STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 Dis app ro vi ng  the Local Boundary Commis-

6 sion recommendation for annexation of

7 territory to the Fairbanks North Star

8 Borough.

9 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 WHEREAS, under art. X, sec. 12, Co ns titution of the State of Alaska,

11 the Local Boundary Commission has pr esented to the legislature its rec-

12 ominendation dated January 18, 1989, entitled "Annexation to the Fairbanks

13 North Star Borough"; and

14 WHEREAS a recommendation of the Local Boundary Commission presented to

15 the legislature becomes effective 45 days after p re se ntation or at the end

16 of the session, whichever is earlier, unless disapproved by a resolution

17 concurred in by the majority of the members of each house;

18 BE IT RESOLVED by the Alaska State L egislature t.iat the recommendation

19 of the Local Boundary Commissin- dated January 18, 1989, and entitled

20 "Annexation to the Fairbanks North Star Borough" is disapproved.

H JR 0 2 1 A -1- HJR 2 1



STATEMENT O N  H J R  21 
BY

REPRESENTATIVE N I I L O  K O PONEN

I a m  s u b m i t t i n g  this statement in o p p o s i t i o n  to H J R  21 
d i s a l l o w i n g  the Fairbanks North S t a r  Borough's proposed 
an n e x a t i o n  of Pump Station 7 for insertion into the w r itten 
re c o r d  since I note that no one h a s  w r i t t e n  from personal 
i n t erest in and knowledge of the area in question.

M y  w i f e  a n d  I resided on the E l l iott H i g h w a y  in the early 
1950's and k n e w  nearly all of the "old-timers" w h o  lived along 
a n d  t r a v e l e d  on that road. A t  that t i m e  t h e  entire area u p  to 
and i n c l u d i n g  Livengood was an integral p a r t  of the social and 
e c o n o m i c  u n i t  that constituted the Fairbanks M i n i n g  District. 
A s  m i n i n g  decli n e d  (and people aged) m a n y  m o v e d  their 
r e s i d e n c e s  into Fairbanks itself.

W i t h  t h e  "oil boom" economic activity expanded, b u t  Fairbanks 
r e m a i n e d  t h e  core of the area. W h e n  w e  o r g a n i z e d  the Chena 
G o l d s t r e a m  V o l u n t e e r  Fire Department, w e  u n d e r t o o k  to provide 
e m e r gency m e d i c a l  services along t h e  E l l i o t t  H i ghway from 
CGVFD S t a t i o n  #1 located on G o l d s t r e a m  R o a d  east of Fox. 
Indeed, t h e  CGVFD w e n t  o n  one r ecord b r e a k i n g  r u n  up the Haul 
R o a d  itself - a 385 mile run to A t i g u n  Pass and b a c k  to rescue 
an injured t r u c k  driver, when the w e a t h e r  d i d  n o t  permit a 
h e l i c o p t e r  rescue. This service w a s  p r o v i d e d  b y  a combination 
of v o l u n t e e r  effort b y  Borough residents, grants and insurance 
b i l l i n g  and ended for the area u n d e r  c o n s i d e r a t i o n  w h e n  our 
insurance c a rrier refused to cover us for areas b eyond the 
B o r o u g h  boundary. The CGVFD c u r r ently will go u p  to the 
B o r o u g h  line, b u t  any pump station employee injured further 
o ut w i l l  h a v e  t o  crawl b a c k  o n  their o w n  as A l yeska Pipeline 
S e r v i c e  C o mpany will only provide e m e r g e n c y  m e dical assistance 
t o  c o m p a n y  personnel injured on c o m p a n y  p r o p e r t y  during their 
workshift. M y  authority for that statement is fellow Chena 
G o l d s t r e a m  v o l u n t e e r  Bob Betts, formerly e m p l o y e d  b y  Alyeska 
as a p a r a m e d i c / s e c u r i t y  guard who c u r r e n t l y  resides in Juneau. 
S h o u l d  the annexation proceed, emerg e n c y  service will be 
r e s u m e d  along that h i l l y  and dangerous stretch of road.

T h e  area t o  be annexed is not large. The pump station is 
about t e n  m i l e s  north of the current b o u n d a r y  and it's 36 
e m p l oyees reside within the c u rrent B o r o u g h  boundaries. The 
original direc t i v e  to the Boundary C o m m i s s i o n  after statehood



p r o v i d e d  t h a t  p roper planning a n d  control of river  drainages 
should  b e  a priority: the Tatalina R i v e r  flows into the
Bo rough a n d  is f ed by O'Brien, State and Glob e Creeks w i t h i n  
the p r o p o s e d  annexat ion area.

I h o l d  t h a t  the w e i g h t  of historical, social, economic and 
land u s e  p l a n n i n g  information supports this annexation and 
that it s h o u l d  be allowed to proceed. I was involved in 
s u p p o r t i n g  the v e r y  beginning o f  the A l aska N a t i v e  Land Claims 
m o v e m e n t _and ha ve continued that support. I k n o w  of no w a y  in 
w h i c h  this annexation  is counter to the interests or 
aspira t i o n s  of Alas ka's rural residents.
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Alaska State Legislature

Please enter Into the record my testimony to the
committee name

committee on „—  , dated —/$ /
bill/subject

Signed:
Testifier

Representing (Optional) v s / t y

Address
* / s r &  y c z r / t  ______________________

Phone No.
ijtt  Logislatlv* Information Offleo
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W R I T T E N  T E S T I M O N Y  R E  H O U S E  J O I N T  R E S O L U T I O N  21 T O  B E  I N C L U D E D  

W I T H  M I N U T E S  O F  C O M M U N I T Y  & R E G I O N A L  A F F A I R S  C O M M I T T E E  2 / 1 6 / 8 9

M y  n a m e  is P h y l l i s  T a t e .  I h a v e  b e e n  l i v i n g  a t  L a k e  M i n c h u m i n a  o f f  a n d  

on s i n c e  1951. L a k e  M i n c h u m i n a  is in  E l e c t i o n  D i s t r i c t  2 4 —  a b o u t  1 50 

m i l e s  s o u t h w e s t  of F a i r b a n k s .  M y  h u s b a n d  and I c u r r e n t l y  o w n  a h o m e  a nd

b u s i n e s s  at  L a k e  M i n c h u m i n a  a nd h a v e  f o r  s e v e r a l  y e a r s .

T h e r e  ar e  m o r e  t h a n  50 p r o p e r t y  o w n e r s  at L a k e  M i n c h u m i n a — m a n y  of  w h o m  a r e  

y e a r - r o u d n  r e s i d e n t s .  L a k e  M i n c h u m i n a  is w i t h i n  the T a n a n a  C h i e f s  C o n f e r e n c e  

a r e a  of  i n t e r e s t .  W e  a r e  n o t  l o c a t e d  w i t h i n  the p r o p o s e d  n e w  F a i r b a n k s  N o r t h  

S t a r  B o r o u g h .

I c a n  t e l l  y o u  w i t h o u t  a n y  d o u b t  if th e  T a n a n a  C h i e f s  w e r e  to p r o p o s e  a 

b o r o u g h ,  t he r e s i d e n t s  at  L a k e  M i n c h u m i n a  w o u l d  p r o b a b l y  b e  l e a d i n g  the 

o p p o s i t i o n  a g a i n s t  a n y  s u c h  m o v e .  T h e y  h a v e  n o  d e s i r e  to be  e n c o m p a s s e d  

b y  a n y  b o r o u g h .

I f i n d  it h a r d  to b e l i e v e  t h a t  M i n c h u m i n a  is t h e  o n l y  r u r a l  c o m m u n i t y

w i t h  r e s i d e n t s  w h o  f e e l  t h i s  w a y .  I d o n ' t  t h i n k  t h e  f a c t  t h a t  s o m e o n e  e l s e

m i g h t  w a n t  to  f o r m  a b o r o u g h  s o m e d a y  is r e a s o n  to p a s s  H J R  21.

P L E A S E  V O T E  A G A I N S T  T H I S  R E S O L U T I O N .

Thank you.
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The Tanana Chiefs Conference, Inc. (TCC) is the regional Native 

non-profit for the Interior of Alaska serving 43 villages from 

Holy cross to Eagle. To date, T C C  has not been involved in the 

c o n siderat ion of the proposal by the Fairbanks North Star Borough 

(FNSB) to annex 216 square miles of land north of its present 

borders. W e  apologize for our late entry into this issue, 

however, the FNSB's proposal has only recently come to our 

attention. The full impact upon the region could not have been 

foreseen in light of the draft b o r ou gh studies released by the 

Department of Community and Regional A f f a i r s  this month. Thus 

w h i l e  o u r  intervention in this m a t t e r  is late, it could not be 

avoided. Again  we apologize to the Commission.

PART I

N E W  INFOR MATION N O T  AVA ILABLE AT T H E  T I M E  O F  THE N O V E M B E R  18th 

HEARING REQUIRES RE CONSIDERATION OF THE FNSB PROPOSAL.

In S e p t e m b e r  of this year, the Fa irbanks North Star  Borough 

s u b m itted  a petition for annexation of 216 sq. mil es of land 

w i t h i n  the Yukon Flats REAA. A  h e aring w as h e l d  on N o v e m b e r  18, 

1988. Based on that hearing, t h e  p e t i t i o n  was a p p r o v e d  on 

Decembe r 2. On December 28, the LBC v o t e d  to r e c o n s i d e r  the 

issue, d e n i e d  the requesty rescinded the denial, and approved the 

p e t i t i o n  setting  a h e aring on the m a t t e r  for J a n u a r y  3, 1989 and 

invited T C C  to offer comments.

D u r i n g  this summer, however, collateral d e v e l o p m e n t s  o c c urred 

w h i c h  r aised new issues. Last year, the l egislature c onsid e r e d  

S.B. 1, w h i c h  p roposed i ncorporation of the u n o r g a n i z e d  borough. 

W h i l e  t h e  bill d i d  not pass, a series of studies w e r e  c o m m i s­

sio n e d  b y  the D epartment of C o m m unity and R e g i o n a l  A f f a i r s  as to 

the f e a s i b i l i t y  of bor ough incorporation. S t u d y  areas included 

the Y u k o n - K o y u k u k  REAA, Denali, Delta- G r e e l y  and t h e . C o p p e r  R i v e r  

areas. T h o s e  studies have not y e t  b e e n  finalized, however, 

w i t h i n  the last month, the Departmen t has r e l e a s e d  d r a f t  copies,
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which w e  ha ve only hurriedly reviewed. A  prior study of a Yukon 

Flats b o r o u g h  was completed in 1979.

In response to these actions, some of our subregional Boards, 

w h i c h  ha ve been meeting, requested that we study t h e  issue and 

report b a c k  to them this winter. W e  are cur rently in the process 

of doin g this.

Essentially, the 1979 report on the Yukon Flats suggested that a 

borough w o u l d  not be feasible. The Yukon Flats has a t ax base 

w hich is roughly equal to that of the Y u k on-Koyukuk REAA. 

However, t he draft study released this m o n t h  by t h e  Department of 

C o m m u n i t y  a n d  Regional Affairs suggest that the Y-K REAA could 

support a m i n imal borough government, similarly, the Department 

draft stud ies concl ude that the C o p p e r  R iver and D e l ta-Greely 

areas sim ilarly could support mini mal boroughs, w h i l e  the Denali 

area could not.

O u r  p r eliminary re view of the studies leads us to a conclusion 

that the proposed areas of inc orporation a r e  too small. Large 

areas of the TCC region would be o u tside any borough and have no 

tax base to support future organization. T hese inclu de the U pper  

Tanana, U p p e r  Kusko k w i m  and Lower Yukon. F o r  these areas, 

b o r o u g h  g o v e r n m e n t  w o u l d ~ n o t  be feasible with in the foreseeable 

future. On the o ther hand, the Yukon-Koyukuk, and Yu kon Flats 

areas w o u l d  have small populations w i t h  a large t a x  base of which 

the p i p e l i n e  amounts to about 98% of a s s e s s a b l e  property. As 

n o t e d  in the Departments report on the p r o p o s e d  annexation, the 

e ffect of the state tax cap on p i p e l i n e  p r o p e r t y  w o u l d  c r eate  

s u r plus t a x a b l e  va lue in the pipeline w h i c h  these b o r o ugh' s could 

not l e g a l l y  tax. The effect of the tax cap w o u l d  s u b s t a n t i a l l y  

limit the size of these boroughs and does not take into c o n s i d­

era t i o n  the relativel y high costs of service in t h e  area.

O u r  p r e l i m i n a r y  investigations suggest that if b o r o u g h s  are to be 

o r g a nized  in the Interior, it w o u l d  be b e t t e r  to o r g a n i z e  the
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entire TCC region (excluding Delta-Greely) as a single borough. 

Accor d i n g  to the TCC Long Range H e a l t h  Plan completed in 1988, 

there are 17,319 people within the TCC re gion (excluding Delta- 

Greely) . W e  estimate that the pipeline  w i t h i n  this area amounts 

to about $1.4 b i llion in assessed valuation, w h i c h  presently 

gener a t e s  about $28 million a y e a r  in tax revenuesL (20 mil) . 

Based u p o n  the recent DCRA reports, w e  also estimate that the 

pipeline cons titutes 98%+ of taxable p r o p e r t y  in the region. A 

tax rate equivalent  to the FNSB mill, ra te of 12.243 would yield 

about $17 m i l l i o n  in tax revenue. Out of these proposed r e v e­

nues, w e  e stimate that the local contribut ion to education in the 

p r o posed b o roug h would be about $11 million. Which would be 

equiva l e n t  to about 7.85 m i l l s . 1

T h e s e  b a s i c  facts w e r e  not available p r i o r  to our analysis of the 

DCRA reports w h i c h  'were intended to p r o m o t e  a discussio n of 

b o r o u g h  formation. While we cannot s u pport the p r o p osals to 

b r e a k  up the TCC region into weak and powerless boro ughs with 

limited tax bases, we believe that a single T C C  region b o r ough 

deserves serious consideration. This informat ion was not a v a i l­

able at the N o v e m b e r  18th hearing, and t h e  LBC should reconsider 

the FNSB pr oposal in light of this new information. The e m e r­

genc e  of a proposal for a single T C C  r egi on b o r o u g h  raises 

q u e s tions  r e g a r d i n g  constitutional,, legislative, and a d m i n i s t r a­

tive s t a n dard s not previo usly con sidered b y  the LBC.

1This is b a s e d  upon the assumption of e d u c a t i o n a l  services 
for five R E A A ' s  and three city operated school districts.



PART II

THE FNSB P R O P O S A L  IS CONTRARY TO THE LEGISLATIVE  S T A NDARD C O N ­

T AINE D IN LEGISLATIVE RESOLVE NO. 52

Legislative Resolve No. 52, passed d uring  the last legislature 

provid ed that:

Be It R e s o l v e d  b y  the Alaska State L egislatur e that the 
Local Boundary Commission is reque s t e d  to take into 
full c o n s i d e r a t i o n  the desire of residents of an area 
in the unorgani zed borough to be self-g o v e r n i n g  and 
gi v e  t h e m  reasonable time to study  the conce pt of 
self-government; and

Be It F u r t h e r  R e s olv ed that the Local Boundary C o m m i s­
sion is requested  to postp one b o r o u g h  annexation  
p roced u r e s  until after De cember 1, 1989, in an area
w h e r e  t h e  formation of an o r g a n i z e d  b o r o u g h  is being 
s t udi ed if a person residing in the area p r o p o s e d  to be 
a n n e x e d  and involved in the o r g a n i z a t i o n  effort 
r e q u ests the delay.

W hile t h e  t e r r i t o r y  to be annexed is not w i t h i n  the areas whi ch 

were the subject of the DCRA studies, the t e r r itory is surrounded 

and i mmedia tely adjacent to the Y u k o n - K o y u k u k  a n d  Denali study 

areas. The s t u d y  area boundaries w e r e  n o t  fixed in c o n c r e t e  and 

are subject t o  adjus tment after the "full c onsideratio n" c o n t e m­

plated in the Legislative Resolve. As the L e g i s l a t i v e  Resolve 

indicates, t h a t  full consideration was not c o n t e m p l a t e d  to be 

finished until D e c e m b e r  1989, and a m o r a t o r i u m  on thes e types of 

annex a t i o n s  w a s  intended.

T h e  e f f e c t  o f  the Res olve is to e s t a blish a l e g i s l a t i v e  s t a ndard 

to g u i d e  the LBC in con si d e r i n g  b o r ough a n n e x a t i o n s  of t e r r it ory 

in the u n o r g a n i z e d  b o rough before the r e s i d e n t s  of the u n o r g a­

nized b o r o u g h  could g i v e  full c o n s i d e r a t i o n  of t h e i r  o r g a n i z a­

tional options. T h e  p r o ces s c o n t e m p l a t e d  by the L e g i s l a t u r e  is 

only h a l f  completed. The DCRA s t u dies c o m m i s s i o n e d  b y  the 

legisl a t u r e  h a v e  not b e e n  finalized, and o n l y  d r a f t  reports have
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been released. It is o n l y  n o w  that the residents of the u norg a­

nized b o roug h have h a d  a first oppor t u n i t y  to p r ovide input into 

the s e l f - governm ent study. It c a n  h a r d l y  be said that there has 

been reasonable  time to stud y and ad just the proposals. For the 

FNSB to seek to a nnex a ta x base w h i c h  gen erates $2 million a 

year, and w i t h d r a w  the area from the new borough(s) is obviously 

contrary to the language and intent of the legislative resolve.

There has b e e n  some attempt to suggest that the Legislative 

Resolve was intend ed t o  apply to limited  local controversies. 

This is simply not the case, and is c o n t r a r y  t o  pl ain m e a n i n g  of 

the language used. T h e  LBC was re quested to p o s t p o n e  all a n n e x­

ation p r o c e d u r e s  in areas where  b o r o u g h  o r gani zation is being 

studied w h e n  requested. It is fairly obvio us that T C C  represents 

the va st m a j o r i t y  of res idents of the r e g i o n  and that the FNSB is 

seeking to a n n e x  an “‘importan t  part o f  the region. Considering 

the Legislative Resolve, we b e l i e v e  t h a t  t h e  L B C  should postpone 

c o n siderat ion of the annexation until D e c e m b e r  1989 and that a 

failure to do so w o u l d  v i o l a t e  legislative standards.

A one y e a r  p o s t p o n e m e n t  to allow the T C C  region to fully consider 

borough formation w i l l  not signif i c a n t l y  impact the FNSB with 

respect to t h e i r  s t ated need. As n o t e d  in the LBC findings, the 

greatest inequity  which' the F N S B  s e e k s  to a v o i d  relates to the 

reduction in the S t a t e  e d u c a t i o n  f ounda t i o n  p r o g r a m  w h i c h  will 

begin in 1992. T h e  goal of the FNSB is to o ff set this reduction 

by the r e v enues g e n e r a t e d  b y  annexation. However, if the  a n n e x­

ation is a p p r o v e d  now, the FNSB will b e g i n  c o l l e c t i n g  revenues 

from the a n nexed area in 1990, a full two y e a r s  in a d v a n c e  of the 

r e d u ction  in s tate  e d u c a t i o n  foundati on funding for w h i c h  FNSB 

seeks compensation. By contrast, if the a n n e x a t i o n  proceeds, the 

proposed T C C  r e g i o n  b o r o u g h  w o u l d  b e  p e r m a n e n t l y  d e n i e d  this

2
D e c i s i o n  at p. 2.
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revenue source, and m a y  result in the proposal provi ng to be 

financially unsound. Postponement, as contem p l a t e d  by the 

Legislative Resolve No. 52 is clearly warranted.

PART III

THE DE CIS I O N  IS INCONSIST ENT WITH  THE A D M I N I S T R A T I V E  STANDARDS 

A R T I C U L A T E D  BY THE LBC W H E N  A  SINGLE BOROUGH IN THE TCC REGION IS 

CONSID E R E D

As stated in the DC RA report to t he LBC r e g a rding this matter,

Essentially, t h e  a n n e x a t i o n  proposal boi ls d o w n  to an 
a t t e m p t  by the FNSB to e xpand its tax base in support 
of the above servi ces w h i c h  it p r o vides to t h e  e s t i­
ma t e d  73,540 individuals r e s iding w i t h i n  its 
boundaries.

DCRA R e p o r t  p. 6.

W hile the L B C  d e c i s i o n  finds that revenue e n h a n c e m e n t  of the FNSB 

is not s u f f i c i e n t  to j u s t i f y  annexation, the LBC c o m p a r e d  the 

c o n d ition  of the F N S B  w i t h  o t h e r  m u n i c i p a l i t i e s  and found e q u i­

ties f a v or ing the FNSB proposal. Moreover, the LBC only c o n s i­

dered a s c e n a r i o  of a Y uk on Flats b o r o u g h  a n d  found no harm. 

Given t h e s e  c o m p a r i s o n s  and assump t i o n s  a b o u t  t h e  c ours e of 

borough f o r m a t i o n  in t h e  Interior, the d e c i s i o n  w o u l d  seem 

ra t i onale g i v e n  t he s t a t e d  goals.

However, t h e  b a s i c  a s s u m p t i o n  about  the c o u r s e  of b o r o u g h  f o r m a­

tion in t h e  I n t e r i o r  is i n c o n s i s t e n t  w i t h  g o v e r n i n g  c o n s ti tu-
3

tional d o c t r i n e s  a n d  p r u d e n t  r e s p o n s e  to the r e c e n t l y  released 

DCRA reports. S p e c ifically, the c o n s i d e r a t i o n  of a single 

bo rough in the r e g i o n  w o u l d  a f f e c t  the LBC f i n di ngs in the 

following ways:

3P l e a s e  see d i s c u s s i o n  of c o n s t i t u t i o n a l  d o c t r i n e s  in i n f r a.
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A. Annexation Would Not Equitably Enhance The Tax Base of 

The FNSB

T h e r e  is no question that annex ation of the area would 

enhance the FNSB t a x  base, however, the relative loss to the TCC 

r egio n borough's tax b a s e  w o u l d  be substantially d i s p r o p o r t i o n­

ate. it i s  no te d  t h a t  tfea- ttsxttfrT# pWSjpitrfcy' in vta«:-

t h a  sfcatewida -awa r a g a .4 * Based upon, our data respecting 

popula t i o n  and e s t i mated assessed v a l u a t i o n  (see a b o v e ) , we 

calcula te that the per  capita asses sed v a l u a t i o n  w ithin the TCC

region, including the subject area, to be 3.1% b e l o w  the state- 
5

wide average. However, if the subject area w e r e  to be excluded 

from th e T C C  region by annexation  to the FNSB, the per capita 

a s s e s s e d  v a l u a t i o n  w i t h i n  the T C C  region w o u l d  drop to 17% below 

the s t a t e w i d e  a v e r a g e . 6

&K9 0 MW-- pcopaicfcr- t f t *  PtfSB b y  5 . 2 % knrir l w o r  tbtt.i.-Bqpafrlje
p ray r fey. w i t h i n  the p n o p o t M  T C C  b o r o u g h  fty 12%., Thus, by t rying 

to c o rrec t a p e r c e i v e d  in equity w i t h  respect to the tax b a s e  of 

the FNSB, the LBC will c r e a t e  a g r e a t e r  ineq uity w i t h  r e spect to

T h i s  e ff ect c an be d e m o n s t r a t e d  m o r e  clearly in comparing 

relat i v e  changes in mill rates for e d u c a t i o n a l  services. C u r­

rently, the FNSB mill rate for local c o n t r i b u t i o n  to educat ion is
7

8.1 mills. T h e  p r o p o s e d  T C C  regional b o r o u g h  w o u l d  require a 

mill rate of 7.85 m i l l s  if the s u b j e c t  area were w i t h i n  the tax 

base. (supra) However, if the area  w e r e  excluded from its tax 

base, t h e  m ill rate for e d u c a t i o n  w o u l d  rise to 9.166 mils, or an 

i n c r e a s e  of 1.69 mils. The reven ue e n h a n c e m e n t  a n t i c i p a t e d  by 

the F N S B  w o u l d  o n l y  bo a r e d u c t i o n  of the m ill rate by .6 mills. 

Thus, f o r  local c o n t r i b u t i o n  to e d u c a t i o n a l  servi c e s  alone, the

4T h i s  is b a s e d  u p o n  the a v e r a g e  s t a t e w i d e  p e r  capita 
a s s e s s e d  v a l u a t i o n  figure of $ 8 3 ,4 3 0 .

5 $ 8 0 , 8 3 6 .

6 $ 6 9 , 2 8 8 .

7See p. 11 of DCRA Report.
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relative benefit anticipated by the FNSB is less than half the 

d e t r iment to be inflicted u p o n  the pro posed T C C  region borough.

Th e r e  is no question that the prop osed TCC borough will

s uffe r disproporti onate h a r m  relative to the bene fit sought by 

FNSB if th e annexation is approved.

 T h e  Annexation Is C o n trary To Public Policy As A r t i c u­

lated By  The Commission And Prior Judicial Decisions Respecting

The Alaska C o n s t i t u t i o n .

The LBC Decision contains a finding that the annexat ion

r epresents sound publ ic policy. That finding does not consider 

the impacts u pon formation of a TCC region borough. C o n s i d e r­

ation of the p r o p o s e d  T C C  regional b o r o u g h  s u b s t a n t i a l l y  alters 

an analysis of the artic u l a t e d  p o l i c y  goals and raises a c o n s t i­

tutiona l issue not c o n s i d e r e d  by the LBC.

1) The LBC Did Not C o n s i d e r  Art. X. Sec. I o f  the

Alaska C o n s t i t u t i o n .

T h e  Local G o v e r n m e n t  A r t i c l e  of the A la ska Constit ution

p r o v i d e s  that,

T h e  p u r p o s e  of this article is to p r o v i d e  for m a x i m u m  
local s e l f - g o v e r n m e n t  w i t h  a m i n i m u m  of local g o v e r n­
m e n t  units, and to p r e v e n t  d u p l i c a t i o n  of t a x - l e v y i n g  
jurisdictions. A  liberal c o n s t r u c t i o n  shall be given 
to the p owers of local g o v e r n m e n t  units.

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

C o u r t s  as e s p o u s i n g  a p o l i c y  of e n c o u r a g i n g  the c r e a t i o n  of 

b o r o u g h  g o ve r nm en ts. S e e  Mobil oil Corp. v Local B o u n d a r y  

C o m m i s s i o n . 518 P . 2d 92 (Ak. 1982). M o r e  specifically, the 

p o l i c y  favors t he c r e a t i o n  of a m i n i m u m  n u m b e r  of local g o v e r n­

men t  units.

T h e  p r o p o s a l  for a T C C  r e gio n b o r o u g h  w o u l d  m a x i m i z e  the 

local s e l f - g o v e r n m e n t  a v a i l a b l e  to the r e g i o n  as n o t e d  above, if 

the Y u k o n - K o y u k u k  and Yuk on Flats o r g a n i z e d  separately, the other 

a reas o f  the I n t e r i o r  w o u l d  lack  a s u f f i c i e n t  t a x  b a s e  to support 

b o r o u g h  g ove rnment. A  s i n g l e  b o r o u g h  w o u l d  p r o v i d e  a suffic ient



I
I «
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p opulation base to allow full local taxation of the regions 

taxable  p r o p e r t y  under existing state law. Additionally, a 

single borough w o u l d  meet the second constitutional goal of 

c r e ating a m i n i m u m  number of local government units. Considering 

the a v a i la ble scenarios for borough organization in the region, 

the single borough option most closely reflects the standard 

articu l a t e d  in Art. X, Sec. I of the A laska Constitution.

T h e  A l a s k a  Constitution, provides for the LBC to decide 

b o u n d a r y  q uestions based upon state-wide considerations rather 

than local political decisions. Fairview Public U t i l ities v City 

of A n c h o r a g e . 368 P . 2d 540 (Ak. 1962); Oesau v Citv of D i l l i n g h a m . 

439 P . 2d 180 (Ak 1968); Citv of DouGlas v  Citv and Borough of 

J u n e a u . 484 P.2d 1040 (Ak. 1971). It is clear that the LBC 

p o l i c y  r e s p e c t i n g  tax base equity reflects a statewide p e r s p e c­

tive. However, the mandate to encourage m a x i m u m  local self- 

g o v e r n m e n t  w i t h  a m i n i m u m  of local governmen t units p r e s e n t s  a 

c o n s t i t u t i o n a l  issue w hich takes p r ecedence over the Com missions 

e f for ts to deal w i t h  transitory inequities in t a x  bases. As 

noted above, the v i a b i l i t y  of borough organization for a large 

part of the state will be adversely impacted and p o s s i b l y  frus­

trated. Moreover, the effort to giv e equity  to FNSB creates 

g r e a t e r  i n e quity respecting the TCC region borough. T h e  b a l­

ancing of s uch c o n s iderations  sharply tip a g a i n s t  a n n e x a t i o n  when 

the c o n s t i t u t i o n a l  imperative to encoura ge o r g a n i z a t i o n  of the 

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

2) T h e  Financial Gain To The T C C  Borough is Not 

E x c e s s i v e  o r  Unwarranted.

In it« p o l i c y  considerations, the LBC found that the gain to 

F N S B  w a s  n o t  e x c e s s i v e  o r  unwarranted. This was b a s e d  upon a 

c o m p a r i s o n  o f  t h e  p e r  capita revenues from "non-local s o u r c e s " 3

T h e  c h a r a c t e r i z a t i o n  of local p r o p e r t y  taxes on pipeli nes 
as " n o n - l o c a l  sources" is r a ther curious. Clearly, direct

(Footnote Continued)
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received by other boroughs. Examples offered by the LBC ranged

from $27,198 to 1,062 per capita. Th e FNSB w o u l d  receive $116

p e r  capita. T h e  p e r  capita receipts from pipeline revenues for

the p r o posed T C C  region borough, would also not be excessive
9

a m o u nting  to about $981 per capita , which w o u l d  be less than the

examples of excess used by the LBC.

Moreover, while t h e  net gai n to FNSB t h r o u g h  annexation 

w o u l d  be $27 per c a p i t a 1 0 , the net loss to the proposed TCC 

b o r ough would be $115 p e r  capita, almost four times the gain to 

FNSB. Thus, in considering the per capita gain  to FNSB relative

to the p e r  capita loss to the T C C  region borough, it is clear

that it the FNSB g a i n  is excessive and u n w a r r a n t e d . 11

(Footnote Continued)
i n t e r g o v ernmental transfers of revenue t h r o u g h  m u n i cipal  
a s s i s t a n c e  and revenue sharing p rograms are "non-local funds" 
since th ey come from the State's general fund. Direct p r o perty 
taxes on local p r o p e r t y  w ithin a municipal b o u nd ary u n d e r  a 
c o o r d i n a t e d  intergovernmental taxing p r o g r a m  is obvio u s l y  locally 
g e n e r a t e d  revenues. U n d e r  the p r o pose d d e f i n i t i o n  of 
"non-local", a n y  p r o p e r t y  tax could not be c o n s i d e r e d  locally 
g e n e r a t e d  g i v e n  the federal income tax system. For example, 
p r o p e r t y  taxes on homes and b usiness m a y  be c r e dited  against 
federal income taxes. Consequently, it can b e  argued that all 
such taxes result in an indirect t r a ns fer of federal r evenues to 
local g o v e r n m e n t  and are th erefore "non-local" revenue. 
Similarly, local m unicipal bond revenues are t a x  e x e m p t  and 
r esul t in a s i m ilar indirect transfer of r e venue from the federal 
government. Consequently, the only revenues  w h i c h  c o u l d  be truly 
c o n s i d e r e d  "local" are sale t a x  revenues and t a x a b l e  e n t e r p r i s e  
revenues, si nce n e i t h e r  revenue s ou rce results in a t a x  c redit 
u n d e r  S t a t e  or federal t ax law. The FNSB has no such revenue 
since it d o e s  n o t  levy a sales tax and has no t a x a b l e  e n t e r p r i s e  
income. Consequently, under the d e f i n i t i o n  of "non-local" used 
by the LBC, 100% of the revenues of the FNSB are "non-local." As 
a p p l i e d  b y  t h e  LBC in its decision, the d i s t i n c t i o n  c an only 
c o n s i d e r e d  t o  b e  arbitrary.

9 . . . .
T h e  S t a t e m e n t  of Decis ion is in error o n  this  point. It

s t ate s that the net gain w o u l d  b e  $76.99, h o w e v e r  the correct  
c a l c u l a t i o n  is $1,980, 712 * 73, 540 = $27.07.

10T h i s  a s s umes a mil rate equal to FNSB.

11The use of p e r  capita figures is not a d j u s t e d  for cost
(Footnote Continued)
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3) The Effe_gt_of! The Annexation on the TCC R e g i o n

Borough Is Inconsistent With The Commission's Statement o n  

Borough G o v e r n m e n t .

The Commission's Statement on Borough Government advocates 

for reassessment of State financial aid to m u n i c ipa lities to 

provide g r e a t e r  e quity to all municipalities. The decisional 

statement asserts that:

Ce r t ainly this Commission w o u l d  not v i e w  in the same 
re g a r d  an an nexation proposal of this nature by a 
munici p a l i t y  whose tax base was g r e ater than the 
av erage of other boroughs.

at p. 3.

The LBC furth er noted that even after a n n e x a t i o n  the FNSB 

will have a w e a k  t a x  b a s e  which will remain 12% b e l o w  the s t a t e­

wide average. However, an nex a t i o n  wi ll r e nder  the p r o p o s e d  TCC 

region b o r o u g h  - w h i c h  w o u l d  c u r r e n t l y  be only s l i ghtly b e l o w  

av e r a g e  (i.e., 3% below) - to be at a g r ea ter inequity then

c u r r e n t l y  e x p e r i e n c e d  by the FNSB (i.e., 17% b e l o w  average), see 

s u p r a . Consequently, t h e  mea ns selected by the LBC to provide 

e quity to the FNSB is not r a t i o n a l l y  related to its goal of 

ac h i e v i n g  s t a t ewide e q uity since it w i l l  r esult in imposing 

g r e a t e r  r e l a t i v e  inequity  u p o n  the p r o p o s e d  TCC regional borough.

4) The A n n e x a t i o n  Will D i m i n i s h  The v i a b i l i t y  o f  a 

Poten t i a l  Boroug h _ i n  the A d j a c e n t  R e g i o n

T h e  LBC c o n c l u d e d  that the a n n e x a t i o n  w o u l d  not a dversely 

ciffect the f o r m a t i o n  of the Y u k o n  Flats R E A A  b o r o u g h  since that 

ar e a  h a d  s u r p l u s  t a x a b l e  p r o p e r t y  as a result of the State tax

(Footnote Continued)
d i f f e r e n t i a l s  of d o i n g  b u s i n e s s  b e t w e e n  rural and urban Alaska. 
W h i l e  the r e l a t i v e  p e r  c a p i t a  net loss to the T C C  is g r e a t e r  in 
a b s o l u t e  dollars, t h e  d i f f e r e n t i a l s  w i t h  r e s p e c t  to the cost of 
d o i n g  b u s i n e s s  in t h e  rural areas e x a c e r b a t e  the disparity. This 
sh o u l d  b e  r e m e m b e r e d  w h e n  c o m p a r i n g  all p e r  c a p i t a  figures used 
in this statement.

1283-206.11



cap on pipeline p r o p e r t y . 12 However, as noted above, the forma­

tion of a single borough in the TCC region w o u l d  be more c o n s i s­

tent w i t h  t h e  directive of the Alaska Constitution, and such a 

borough w o u l d  n o t  be affected by the State tax cap. C o n s e­

quently, there is no surplus assessed v a l u ation in a regional 

borough proposal, and any dimin ishment of the regions t ax base 

w o u l d  d i m i n i s h  t he v i a b i l i t y  of the potential borough in the

adjacent region.

5) The Haines Annexa tion Is Not A Precedence For This

Annexa t i o n

The LBC found a prece d e n c e  in the H aine s Annexatio ns of the 

1970s. The p r e c e d e n c e  is h igh ly questionable. First, as the

findings p o i n t  out, H a i n e s  provides  educational services to the 

a n n e x e d  area t h rough correspondence. In this case, the B o r o u g h  

does not intend to p r o v i d e  a n y  a r e a w i d e  services. T h e  only 

s e r vice p l a n n e d  is non-areawide, i.e., fire service. T h e r e  is no 

ev i d e n c e  that the FNSB p lans to include the Pump S t a t i o n  in a 

fire service area. In fact, A l y e s k a  P i p eline S e r vice C o m p a n y

pr o vi des its own fire service, w h i c h  is e m i n ently b e t t e r  than any

re s p o n s e  w h i c h  F NSB m i g h t  offer. In fact, for FNSB to p r ovide or 

i n clu de the Pump Station w i t h i n  a fire service area, A l y e s k a  

w o u l d  h a v e  to c o n s e n t  and pay additional n o n - a r e a w i d e  taxes. 

T h e r e  is no e v i d e n c e  t h a t  A l y e s k a  intends to d o  so.

12
T h o  LBC n o t e d  t h a t  r ecen t e s t i m a t e s  p r o p e r t y  v a l u e  in the 

r e g i o n  to k w  a b o u t  805 mil. A  r e v i e w  of D C R A  v a l u a t i o n  estim a t e s  
u s e d  in t h a  1988 R e g i o n a l  G o v e r n m e n t  S t u d y  b y  DCRA sh ow gross 
e r r o r s  in v a l u a t i o n  m e t h o d s  in this region. T h e  v a s t  m a j o r i t y  of 
p r i v a t e  l a n d  in t h e  T C C  r e g i o n  is s u bject to r e s t r i c t i o n s  on 
t a x a t i o n  b y  o p e r a t i o n  of the N a ti ve T o w n s i t e  Act, N a t i v e  
A l l o t m e n t  Act, A N C S A  (as r e c e n t l y  a m e n d e d ) , S t a t e  e x e m p t i o n s  for 
e l d e r l y  a n d  h o u s i n g  a u t h o r i t y  projects, etc. T h e  1988 r e p o r t  did 
not fully a c c o u n t  for t h e s e  exemptions.  Moreover, r ecent  s t udies  
by D N R  a n d  BIA a l l o t m e n t  a p p r a i s a l s  s u g g e s t  a subst a n t i a l  
d e v a l u a t i o n  in the m a r k e t  v a l u e  of rural p r o p e r t y  v a l u e s  which 
w e r e  n o t  r e f l e c t e d  in t h e  1988 study.
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Secondly, the annexations did  not occur at a time when the 

adjac e n t  area was c onsiderin g borough  formation. There is no 

evidenc e that the adjacent area has e v e r  cons id e r e d  borough 

formation.

Thirdly, the p r o posed annexations reflected expansion of the 

Haines b o rou gh to natural g eographic  boundaries  taking into the 

borough the entire  eastern slope of the Chilkat Range located on 

the Chilkat Peninsula.

Such parallels do not exist with regard to ’the pr esent 

pr o po sed a n n e x a t i o n  and any com pa r i s o n  is t r a ns pa r en t ly  

suspicious.

6) R e venue E n hancement  Is Not A J u s t i f i c a t i o n  For 

E x p a nsion Of Borough B o u n d a r i e s .

It is a g r e e d  that revenue e n hancement is not a j u s t i f i c a t i o n  

for annexation.

PART V

THE S T A T U T O R Y  A N D  A D M I N I S T R A T I V E  REQUIR E M E N T S  HAVE N O T  BEEN MET

As n o t e d  in page s 9-14 of t he DCRA report, one of the first eight 

s t a n dards and all of the rem ai n i n g  listed s t a n d ards m u s t  oe met.

Of t h e  first eight, o n l y  n u m b e r s  3, 7 (both r e l a t i n g  to services) 

and 8 (policy) c o u l d  b e  p o s s i b l y  met. The area is uninhabited, 

and as n o t e d  above, t h e  FNSB does, not intend to r e a l i s t i c a l l y  

p r o v i d e  a n y  services. In fact, the p r o p o s e d  area immedi a t e l y  

a b u t s  the p r i v a t e  p r o p e r t y  o f  the c l o s e s t  inhabitants, the H o o p e r  

family, w h i c h  r e c eiv es educat i o n a l  s e r vic es from the Y u k o n  Flats 

REAA. T h e  p r o p o s a l  is g e r r y  m a n d e r e d  to o b v i o u s l y  avoid p r o v i d­

ing m u n i c i p a l  services. As to number 8, (policy) t h e  p o l i c i e s  

c o n s i d e r a t i o n s  o u t l i n e d  above s t r o n g l y  m i l i t a t e  a g a i n s t  approval.

As to s t a n d a r d s  9-14, t h e  s e r v i c e  r e q u i r e m e n t s  e x p r e s s e d  in those 

s t a n d a r d s  are v e r y  qu estionable, for the a b o v e  s tated reasons.
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PART VI

T H E  C O M M I S S I O N  FAILED TO APPLY THE STANDARDS AS PROVIDED IN 19 

A A C  10.200

The r eg ulations gov erning annexation procedures provide that:

19 A A C  10.200. APPLICATIO N OF STANDARDS. The c ommis­
sion will not approve an annexation unless the annexing 
o r g a n i z e d  borough demonstrates to the sat isfaction of 
t he c o m m i s s i o n  that it is capable of e x t e ndi ng and 
w i l l i n g  t o  extend services to the annexed area in 
a c c o r d a n c e  with this subsection. If possible, areawide 
a n d  n o n - a r e a w i d e  borough services shall be extended to 
t h e  a n n e x e d  area immediately. If the immediate e xten­
sio n  of serv ices is not possible, the c ommissio n must 
be s a t i s f i e d  th at the services not immediately extended 
w i l l  b e  e xten d e d  as soon as possible and that reason­
able  plans have been formulated for the capital e xpan­
sion  n e c e s s a r y  for the e x t e n s i o n  of services.

T h e  d e c i s i o n  of the LBC failed to a pply the service standards as 

p r o v i d e d  in this section. U n d e r  this regulation, the FNSB was 

r e q u i r e d  to d e m o n s t r a t e  that b o t h  areawide and non-areawide 

s e r v i c e s  will b e  ex tended to the annexed area immediately. The 

p e t i t i o n e r  admits, and the LBC found tha t e d u c a tion services 

(areawide) w o u l d  not be extended. Additionally, the only non- 

a r e a w i d e  s e rvice d i s c u s s e d  b y  the LBC was fire service, and it 

w a s  found t h a t  fire s e r v i c e  w a s  not needed b e c a u s e  of the private 

s e r v i c e s  p r o v i d e d  by Alyeska. Thus, it was implicitly  found that 

s e r v i c e s  w o u l d  not b e  immediately e x t e n d e d  to t h e  area. The wide 

v a r i e t y  of s e r v i c e s  o f f e r e d  b y  the b o r o u g h  and t h e i r  e x t e nsion to 

the ar ea w e r e  not even considered.

In s u c h  a n  event, the regula t i o n  r equires that the FNSB d e v e l o p  a 

r e a s o n a b l e  p l a n  for c a pital  e x p a n s i o n  n e c e s s a r y  for e x t e n s i o n  of 

s u c h  s e r v i c e s  a n d  that the C o m m i s s i o n  b e  s a t i s f i e d  as to the 

a d e q u a c y  of such plans. Th e FNSB o f f e r e d  no such plans and the 

C o m m i s s i o n  f aile d to make any finding  o n  this issue.
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The failure to comply wit h an a d m i n istrative requirement renders 

the decis i o n  defective. SSfi Po rt Valdez Co. v  city nf v a l d e * - 

522 P . 2d 1147 (AJc. 1974). T h e  p e t i t i o n  should therefore returned 

to the FNSB for resubmission.

CONCLU SION

In summary, w e  w o u l d  request th at the decision  be delayed to 

allow the Interior to c o n side r b o r o u g h  incorporation. We again 

apologize for our lateness in r e s p o n d i n g  to the issue. Given the 

g r a v i t y  of the proposal, and the o n goin g borough study in the 

Interior, we b e lieve the C o mmission should not p r o c e e d  further at 

this time.
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Fairbanks N orth  Star Borough
2 5  t h  S i l v e r  A n n i v e r s a r y

t l

J a n u a r y  2 4 , 1 9 8 9  

D e a r  Representative,

Th is  p a c k a g e  of material is for y o u r  information regar di ng  the annexation 

petition of the F a i r b a n k s  N o rt h  Star B o r o u g h .

In c o ns id e ri n g o u r  a n n e x a t i o n  I h o p e  y o u  k e e p  in m i n d  s o m e  general points 

a b o u t  o u r  c o m m u n i t y .  This brief s y n o p s i s  of o u r  b o r o u g h ’s d e v e l o p m e n t  

h a s  precipitated this proposal:

H F o r m e d  1 9 6 4  m a n d a t o r y  b o r o u g h  a c t

H O r i g i n a l l y  f o l l o w e d  e l e c t i o n  D i s t r i c t  1 9  b o u n d a r i e s  t o  C a n a d a

H W e  s u p p o r t  e d u c a t i o n  w i t h  6 0 . 9 %  o f  o u r  t o t a l  b u d g e t

9  W e  p r o v i d e  m a n d a t e d  a s  w e l l  a s  o t h e r  s e r v i c e s

H S p e c i a l  t a x  a s s e s s m e n t s  a r e  a d d e d  i n  R o a d  a n d  F i r e  S e r v i c e  A r e a s

H O u r  c o m m u n i t y  i s  b e h i n d  t h i s  a n n e x a t i o n

H D C R A  p r e p a r e d  a  p o s i t i v e  r e c o m m e n d a t i o n



ANNEXATION

»YUKON- 
KOYUKUK

NOME

DENALI

DELTA
GREELY

NCHORAGE

GULF OF ALASKA

BARROW BOROUGH 
STUDY AREAStCAUFORT St A

NORTON SOUND

l.wUinU Nnilh si.il Ihvotî l)
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Special Issue/Concerns 
and 

Response

T h e  F a i r b a n k s  N o r t h  S t a r  B o r o u g h  ( F N S B )  w i l l  n o t  h a v e  t o  p r o v i d e  s e r v i c e s  t o  t h i s  a n n e x  
a r e a .

The FNSB provides the Title 29 mandated services to all of the existing Borough. 
These same services are automatically extended to this area upon approval.

The FNSB has many unpopulated areas where some of our services are not presently 
required but to manage growth and development these areas are included within our 
boundaries.

T h e  r e s i d e n t s  o f  t h e  F N S B  w i l l  n o t  t a x  t h e m s e l v e s  e n o u g h .

The FNSB has gradually increased the mil rate over the past eight years. It is 
expected, as property values drop, the mil rate will need to increase again in 1989.
(See Annexation Petition mil rate fact sheet)

Over 100 road service areas exist that self-impose over $440,000 of property taxes to 
help support themselves. In addition, over $L5 million self-imposed property taxes are 
levied for fire protection.

T h e  F N S B  d o e s  n o t  p r o v i d e  e n o u g h  s c h o o l  s u p p o r t .

The FNSB continues to increase local contribution to education and school debt 
retirement, currently accounting for over 60% of the budget

T h i s  a n n e x a t i o n  w i l l  d e p r i v e  t h e  v i a b i l i t y  o f  p o s s i b l e  f u t u r e  b o r o u g h s .

As proven by the North West Arctic Borough, boundaries can be readjusted when a 
new borough is formed. Existing DCRA documents show it would not be necessary 
since the Doyon/Tanana Chiefs Conference borough has plenty of oil and gas related 
assets. The Yukon Flats borough by itself, also could exist without the annexation 
area assets.

W h y  s h o u l d  t h e  F N S B  g e t  t h e  e s t i m a t e d  $ 1 3  m i l l i o n  i n s t e a d  o f  t h e  S t a t e  o f  A l a s k a ?

Boroughs were formed under the Mandatory Borough Act to force communities like 
ours to provide state services at a local level. By allowing the FNSB to gain this added 
tax base we are able to increase and ensure services are provided without widening 
the inequity gap between those of us trying to provide needed public services.

T h e  f i n a l  i s s u e  h a s  b o i l e d  d o w n  t o ",h o w  a p p r o p r i a t e  i s  i t  t o  p r o v i d e  t h e  F N S B  w i t h  t h i s  t a x  
b a s e  t o  t h e  d e t r i m e n t  o f  t h e  r e s t  o f  t h e  s ta te ? " .

If the FNSB were being proposed as a new borough today an evaluation of the tax 
base would be required. Our tax base would naturally include the assets in this 216 
square mile area. It is good public policy to support something that would made good 
sense if this were being proposed as an original borough.


