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568 T H E  NEW ENGLAND JO URNA L OF MEDICINE Feb. 22, 1990

Table 1. Avorage Practice Expenses and Net Incomes of Sell- 
Employed Phystaans in Ontario and the United Slates in 1986, 

According to Specialty. •
S r t c u i r r  O h t a u o  U * r r tD  S t a t u

i x n n o m a u n urtN sas iNctnu

M m taO iafU S. M ian

General practice 54.6 78.6
119 .9 t 84 .j t

Family practice 54.9 74.7

Internal medicine 57.3 121.9 110.5 118.6

Anesthesia 24.4 106.4 96.7 160.6
Psychiatry 35.0 91.0 46.7 98.3

Pediatrics 63.9 103.4 93.2 90.8

General surgery 63.3 109.7 112.3 152.8

Orthopedic surgery 68.4 130.4 210.3 212.8

Urology 28.2 136.1 125.5 136.6

Ophthalmology 90.6 116.4 152.3 163.5

Otolaryngology 80.2 132.5 159.6 154.2

Obstetrics and gynecology 75.7 114.9 149.5 144.5
Patholojy 100.0 106.1 67.8 177.8

T h e  lourccs of (h u e  dux ire  (he O nuno  Medical A u o lu d o o , •%> j  bases iu  d tu  on 
informal** provided by Revenue Canada, and (he Amencac Medical \ u a  uikmm Socioeco­
nomic Momtonof System. Income figures for O nuno mt based on d au  fo r; hysicians »to*e 
income is derived soiefy flora self-cmpkrymenL U.S. pfcyuciarj cued air r^v  federal patient 
care pracuciooen.

^Figures for jenexal practice and family practice are combined in (he AMA daca.

Frederick  H . Lowy, a professor o f  psych ia try  a t the 
U niversity  o f  T o ro n to  an d  form er d ean  o f  its faculty 
o f  m edicine, w ho recen tly  chaired  the P harm aceu tica l 
In q u iry  o f  O n ta rio , a  com m ission estab lished  by the 
O n ta rio  M inistry  o f H ea lth  to study the rap id  rise in 
the cost o f p rescrip tion  d rugs, sum m arized  the sen ti­
m en t in an interview :
My physician colleagues are increasingly dissatisfied. Medical in­
comes are really quite good, that's net the central problem. It is 
more psychological. Physicians feel they are being increasingly con­
scripted by administrators and government. The cost containment 
methods allow government to negotiate from great strength. The 
playing field is quite unequal. There are significant restrictions on 
the availability of technology and hospital beds. Physicians are 
being asked to make unusual sacrifices compared to other segments 
of society.

A survey in 1989 o f 608 physicians random ly  select­
ed from all parts  o f O n ta rio , conducted  for the O n ta r ­
io M edical A ssociation, agreed w ith Low y's view. 
W hen the physicians w ere asked w hether they a p ­
proved o f the provincial governm en t’s hand ling  o f  ris­
ing costs, 94 percen t sa id  they d isapproved , and  only 
3 percent approved . H a lf  the physicians polled said 
th a t they were finding it increasingly  difficult to have 
pa tien ts  adm itted  to hospitals; in O n ta rio , hospitals 
have an average occupancy  rate  o f 90 percent.

C o n c l u s io n
In  1986, I reported  th a t C a n a d a 's  provincial health  

insu rance p lans resem bled a p ressure cooker bu ild ing  
up  steam  on a hot stove .18 T h re e  and a h a lf years later, 
the analogy holds, bu t the hea t has been tu rned  up. 
C a n a d a ’s health  care  system  is buffeted by conflicting 
forces —  its strong  com m itm en t to universal access, of 
w hich C anad ians are ju stifiab ly  proud; the acce lera t­
ing efforts o f the provinces to control costs w hile they 
continue to expand  the scope of covered benefits; and

the increasing  fru stra tio n  o f  p racticing  physicians and 
hospital stew ards w ho are caugh t in the m iddle. U ntil 
recently, these tensions have rem ained  w ith in  m an ­
ageable bounds th ro u g h o u t C an ad a , bu t w hether th a t 
will con tinue, w ith o u t u new accom m odation , p a rticu ­
larly  if  the n a tio n a l econom y slows, is an  open  ques­
tion. M ost o f  the provinces have created  b lue-ribbon 
w orking g roups in th e  past several years to seek so lu­
tions to identified problem s, and these exercises have 
eased som e o f  the tension tem porarily . B ut it seems 
inev itab le th a t C a n a d a  will eventually  reopen the 
question  o f  how care  is financed. T h e  provinces will 
jeo p ard ize  the ir cap ac ity  to su p p o rt o the r social p rio r­
ities if  they con tinue  to rely on tax revenues to finance 
unlim ited  access to m ost hea lth  services, an d  to p ro­
duce m ore physic ians than  can  be accom m odated . A t 
the sam e tim e, p riv a te  investm ent could endanger the 
ega litarian  n a tu re  o f  C a n ad ian  health  care. Revis­
ing the cu rren t fo rm ulation  o f  policy will require 
a m ore m eaningful d ialogue th an  exists a t present 
am ong the federal an d  provincial governm ents, o rg an ­
ized m edicine, an d  o ther m ajo r stakeholders in the 
svstem . W ithou t such  d ia logue, C a n ad ian s  place at 
i . ik  the fu tu re o f the ir provincial hea lth  insurance 
plans, social en terp rises th a t are  adm ired  th roughou t 
the W estern  w orld. T h e  m edical profession faces an 
add itiona l challenge: to exam ine m ore rigorously the 
app rop ria teness an d  efficacy o f  the clinical care it 
ren d e rs .19
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CSHB 581 (FIN)
FISCAL NOTE CALCULATIONS AND ASSUMPTIONS 

uJ/tS 
P E R S O N N E L ^
RAIII 20“'months 
RA II 16^ months 
CTIII 1 ̂ m o n t h s  

Total personnel

= $ 84,740 
54,912 
39,564 

8179,216

April 18, 1990 

$
FY 91 

$ 33,896 
2^ . r>24
15,386 

cI3^0 3/ $ 73 , 30o

FY 92 
50,844 
30,888 
24,178 

$105,910

TRAVEL
Task Force travel: h
8 meetings, 5 members, 3 days per di«sm 
Evenings will be jptfMric:meeting & discussion 
Next day is educAtiojg/wo^k session 
3 day s.stipend @~$l6b; avg. fare $400; misc. 
$30 total per meeti-ngr"^per member $850 

Staff travel for research and meetings:

FY 91 

$ 15,000

FY 92 

25,000

r-Y 92.

IC L . H7o

2. S’;  7s~c

7,000
Total travel 2_ Q> 2y o  $22,000 

FY 91

: 9,000 / ^ o o o
$34,000 £~o

CONTRA CTUAL 
Printing
3 X $5,000 for expert t r stimony & task f o r c e o o a lA ,000 
education 

A dvertizing  (display ads)
Telep h o n e  long distance calls 
Office Space 
Employe r survey (phone)
Characteristics survey

(phone, interview and observation)
Total contractual

1 ,'S ’ O o 3,500
350

j  7 S~ Q — 0 -
2 0 , 0 0 0  
50,000

FY 92
-0- /,oao
-0- /0 / OcPCj

6,500 2 / jo
650 
-0-

^ 6 0  0  $87,850 $ 7,150 2-3,/y:

SUPPLIES
Paper goods, office supplies 
Reference books 

Total supplies

FY 91 
1 $ 600 

■ 1 300 i $ 900

FY 92 
450

$ 450

EQUIPMENT
Personal Comiputer _

FY 91

f - W  -0-

FY 92 
-0-

T O T A L  FOR PROJECT PoS'lS'J $184,056
J

$147,510

Assumptions:
V n t l A j J cht-* - v o - w w&Sif/ - y y  

. /

g o . .

1. Written work of the task force in providing program descri p t i o n  and 
supportive documentat ion will be provided by legislative research 
agency, including any report printing.

2. Teleco n f e r e ncing of public meetings will be provided at no cost 
through the l e g i s l a tive network or other comparable arrangement.

3. Reimbursement for services of those appointed by the Gove r n o r  will 
be limited to $100 p er day plus travel and per diem.

4. Advis ory committee members will provide funding for travel and other 
costs for their participation from their respective b u d g e t s .

5. Office spacje to be provided within existing legislative offices or 
by other donated arr a n g e m e n t .

6. C omputer used for staff research work will be donated.



WE WERE ABLE TO REDUCE THE FISCAL NOTE FOR THIS BILL BY OVER $44,000 
• BY:

C A R E F U L L Y  REVIEWING THE 
REQUIRED FOR THE PROJECT:

NUMBER OF MONTHS THAT  PERSONNEL

FROM TO DIFFERENCE
RESEARCH ANALYST III 22 20 2 MONTHS
RESEARCH ANALY ST II 17 16 1 MONTH
CL E R K  T Y P IST III 20 18 2 MONTHS

PERSON NEL REDUCTIONS IN FY 91 SAVE A B O U T  $20,000 ON THE PROJECT.

REDUCING STAFF TRAVEL AND A D V I S O R Y  C O M M I T T E E  STIPENDS 
FROM $150 PER DAY TO $100 PER DAY 
KNOCKS OFF OVER:

FY 91 FY 92
$4,000 AND $5,000

W HILE A CERTAIN AMOUNT OF EXPERT T E S T I M O N Y  WILL BE N E C E S SARY WE T H I N K  
THE O RIGINAL $20,000 IS TOO MUCH AND HAVE REDUCED THAT BY $6,000.

AD D I N G  CONTRACTUAL COST OF A LMOST $16,000 FOR O FFICE SPACE WAS A 
REDICULOUS EXPENSE TH AT CAN BE HAND LED W ITHIN THE SPACE WE A L READY HAVE. 
THIS COST IS TOTALLY ELIMINATED.

WE DO NOT REQUIRE ANOTHER COMP U T E R  $4,500 FOR THIS PROJECT.

ALL OF THESE REDUCTIONS ADD UP TO A $44,000 REDUCED COST FOR T H 3 E  T O T A L  
PROJECT:

FY 91 FY 92 TOTAL REDUCTION IN FISCAL NOTE
$24,725 $19,310 $44,035



STATE OF ALASKA 
!990 LEGISLATIVE SESSION

' ■ .

BILL VERSION. CSHB 5 8 )  (F IN ) 
PUBLISH DATE: April 9 . 1 9 9 0

FISCAL NOTE
REQUEST:

Revision D ote : April 4 . 1 9 9 0_______________________________
Title: "An Act creating o universal health c o r :  t o s k BRU:
fo rc e  ond providing fo r  on e ffective dote ."___________________

Agency A ffectC ' DHSS______________________
A dm in is tra tiv e  Services

Sp on so r:
Requesto r:

by the HESS Comm ittee
by the HESS Comm ittee

EXPENDITURES/REVENUES:

Com ponen ts : 

(Thousa ids o f D o lla rs )

P lanning ond Developm ent

OPERATING FY 91 FY 9 2 FY 9 3 FY 9 4 FY 9 5 FY 9 6
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND Sc STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

7 3 .3 10 5 .9
2 2 .0 3 4 .0
8 7 .8 7 .2
0 .9 0 .5
0 .0 0 .0
0 .0 0 .0
0 .0 0 .0
0 .0 0 .0

TOTAL OPERATING 184 .0 1 4 7 .6 0 .0 0 .0 0 .0 0 .0

CAPITAL 0.0 0.0

REVENUE 0.0 0.0
FUNDING: (Thousands o f D o lla rs )
GENERAL FUND 184 .0 1 4 7 .6
FEDERAL FUNDS 0 .0 0 .0
OTHER 0 .0 0 .0
TOTAL 18 4 .0 1 4 7 .6 0 .0 0 .0 0 .0 0 .0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY 3 3

ANALYSIS: (A ttach a sep a ra te  page if n e ce ssa ry )

See  a ttach ed  a ssum p tion s and calcu la tion ana lysis . No fisca l im pact in FY 19 90 .

P repa red  by: D. Williams
Division:

v P

#lyXor
Div. o f  Admin. Svcs.. DHSS

Approved by T om m iss icne i' 
Agency: Dept, o f Ht j l th &: Soc . %?cs

Fhone :
Date:

Date:

4 6 5 - 3 0 1 5
April IS . 1 9 9 0

' / / i r b c

Distribution (by  p re p a re r ) :
Leg is la tive Finance 
Leg is la tive Sp on so r 
R eq ues to r
O ffice  o f M anagement and Budget 
Im pacted  A gency (ies) poge 1 o f 2



C S H B  581 (FIN)
F I S C A L  NOTE C A L C U L A T I O N S  AND AS SUM P T I O N S  April 18, 1990

P E R S O N N E L FY 91 FY 92
RAIII 20 months = $ 84,740 $ 33,896 $ 50,844
PvA II 16 m onths = 54,912 24,024 30,888
C T I I I  18 months = 39,564 15,386 24,178

T otal pe rsonnel $179,216 $ 73,306 $105,910

T R A V E L FY 91 FY 92
T a s k  Force travel:
8 meetings, 5 members, 3 days per diem $ 15,000 25,000
E v e n i n g s  will be p ublic meeting & discu s s i o n
Next day is e d u c a t i o n / w o r k  session *

3 days stipend @ $100; avg. fare $400; misc.
$30 total per meeting, per member $850

Staff travel for r e s earch and meetings: 7,000 9,000
T o t a l  travel $22,000 ;$ 3 4 ,000

C O N T R A C T U A L FY 91 FY 92
P r i n t i n g -0-
3 X $5,000 for expert testimony & task force 14,000 -0-
e d u c a t i o n

A d v e r t i z i n g  (display ads) 3, 500 6,500
T e l e p h o n e  long d i s tance calls 350 650
O f f i c e  Space -0- -0-
E m p l o y e r  s urvey  (phone) 20,000
C h a r a c t e r i s t i c s  s u rvey 50,000

(phone, i n t e r view and observation)
T o t a l  contractua l $87,850 $ 7,150

S U P P L I E S FY 91 FY 92
P aper goods, o f f i c e  supplies $ 600 450
R e f e r e n c e  books 300

T otal supplies $ 900 $ 450

E Q U I P M E N T FY 91 FY 92
Personal C o m p u t e r -0- -0-

T O T A L  FOR P R OJECT $184,056 $147,510

A s s u m p t i o n s :

1. W r i t t e n  work of the task force in p r o \ iding p r ogram d e s c r i p t i o n  and 
s u p p o r t i v e  d o c u m e n t a t i o n  will be provided by l e gislative research 
agency, including any report printing.

2. T e l e c o n f e r e n c i n g  of p ubli c meetings will be p r o v i d e d  at r cost 
t h rou gh the l e gislative netw ork or o ther c omparable arrangement.

3. R e i m b u r s e m e n t  for services of those appointed by the Gov er n o r  will 
be limited to $100 per day plus travel and per diem.

4. A d v i s o r y  c o m m i t t e e  members will provide funding for travel and other 
c o s t s  for their p a r t i c i p a t i o n  from their respe ctive budgets.

5. O ff ice space to be provided within e xisting l e gi slative o f fic es or 
by other d o nated arrangement.

6. C o m p u t e r  used for staff research work will be donated.



STATE OF ALASKA 
1990 LEGISLATE SESSION

BILL VERSION: CSHB 581 (HESS ) No. 1 
PUBLISH DATE: HOUSE 4 / 9 / 9 0 ________

FISCAL NOTE
REQUEST:
Revision Dam: April 4, 1990___________________     _ Agency Affecte DHSS
TiHe: ~'An Act creating a universal health care faskBRU:

effective date."
Administrative Services

providing 
by tne

or anforce a n d __________________
Sponsor: by tne HESS Committee

by tfie HESS Committee
Components: Planning and Development

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 91 FY92 FY93 FY94 FY 95 FY 96

PERSONAL SERVICES 93 .0 102.5
TRAVEL 26.3 40 .8
CONTRACTUAL 88 .6 23 .2
SUPPUES 0 .9 0 .5
EQUIPMENT 0 .0 0 .0
LAND & STRUCTURES 0.0 0 .0
GRANTS, CLAIMS 0 .0 0 .0
MISCELLANEOUS 0 .0 0 .0
TOTAL OPERATING 208.8 167 .0 0 .0 0 .0 0 .0 0 .0

CAPITAL 0.0 0.0
REVENUE 0.0 0.0

FUNDING: [Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

208.8 167.0
0 .0 0 .0
0 .0 0 .0

208.8 167.0 0 .0 0 .0 0 .0 0 .0  |

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY 3 3

ANALYSIS: (Attach a separate page if necessary)

See attached assumptions and calculation analysis. No fiscal impact in FY 1990.

Prepared by: D. Williams
Div. of Admin. Svcs., DDivision:

Approved by Commissioner: 
Agency: Dept, of Health

Phone:
Date:

Date:

465 -3015  
April 4, 1990

y/vV fo

Distribution (by preparer):
Legislative 'nnance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ios) page 1 of 2



F I S C A L  N O T E  CALCULA TIONS A ND A S S U M P T I O N S

P E R S O N N E L FY 91 FY 92
RA I I I  22 months = $ 93,214 $ 42,370 S 50,844
RA II 17 months = 58,327 30,879 27,448
C T I I I  20 months = 43,960 19,782 24,178

Total personnel $195,501 $93,031 $102,470

T R A V E L FY 91 FY 92
T a s k  Force travel:
8 meetings, 5 members, 3 days per diem $ 17,250 28,750
E v e n i n g s  will be p ublic m e e t i n g  & discus s i o n
N e x t  day is e d u c a t i o n / w o r k  s e s s i o n
3 days stipend ® $150; avg. fare $400; misc.
$30 total per meeting, per m e m b e r  $850

S t a f f  travel for r e s e a r c h  and meetings: 9,000 12,000
To t a l  travel $26,250 $40,750

C O N T R A C T U A L FY 91 FY 92
P r i n t i n g 1,000
4 X  $5,000 for expert t e s t i m o n y  & task force 10,000 10,000
e d u c a t i o n

A d v e r t i z i n g  (display ads) 1,500 2,500
T e l e p h o n e  long distance calls 350 650
O f f i c e  space (500 sq. ft. lease 9  1.50 per sq ft) 6,750 9,000
Em p l o y e r  s urvey (phone) 20,000
C h a r a c t e r i s t i c s  survey 50,000

(phone, interview and observation)
T o t a l  contractual $88,600 $23,150

SU P PL IES FY 91 FY 92
Paper goods, office s u p plies $ 600 450
R e f e r e n c e  b o c’‘s 300

Total supplies $ 900 $ 450

E Q U I P M E N T
Personal Computer = $ 4,5 00 valu e donated -0- -0-

T O T A L  FOR PROJECT S 2 0 8 ,781 $166,8 20

A s s u m p t i o n s :

1. W r i t t e n  work of the task force in p r o v idin g p r o g r a m  d e s c r i p t i o n  and 
s u p p o r t i v e  d o c u m e n t a t i o n  will be provided by l e g i s l a t i v e  r e s e a r c h  
agency.

2. T e l e c o n f e r e n c i n g  of p u b l i c  meetings will be p r o v i d e d  at no cost 
t h rou gh the legislative n e t w o r k  or other c o m p a r a b l e  arrangement.

3. Reimbursem ent for s e r v i c e s  of those a p p o i n t e d  by the G o v e r n o r  will 
be limited to $150 per d a y  plus travel and per diem.

4. Advisory committee m e m b e r s  will provide f u n d i n g  for travel and other 
costs Cor their p a r t i c i p a t i o n  from their r e s p e c t i v e  budgets.

5. Co mputer used for staff r e s e a r c h  work will be donated.
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DATE: 4/26/90 FURTHER:

DATE T U R N E D  INTO OFFICE: s y s h o

The F i nance C o m m i t t e e  c o n s i d e r e d  HB 584 am

Re v o lving loan fund in the Dept of H e a l t h  and Social Services

and recommended:

[ ] r e p l a c e  w i t h  
[ ] or a d o p t  ____

CS
CS

[ ] a t t a c h e d  a m e n d m e n t  i's )

[ ] ____________________________

[ J do p a s s  

[ ] do not pass  

[ ] no r e c o m m e n d a t i o n  

[ individual r e c o m m e n d a t i o n s  

[ ] f u rth er r e f e r r a l  t o  ________

l ette r of i n t e n t  a d o p t e d

[ ] same title. 
[ ] n e w  title
[ ] technical 

t itle change 
(HB only)

A T T A C H E S  N E W  F I S C A L  N O T E ( S ) : A P P R O V E S  PREVIOUS:
Dept/Date:

[ ] fiscal note(s) __________________  [ ] fiscal note(s)
Dept/Date:

[ ] zero fiscal note(s) [ ✓T'̂ zero fiscal n o t e

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

^  dec.
C  co-CITSlrs itfSSIgnatures

1 . 2.  ______
and R e c o m m e n d a t i o n s
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STATE OF ALASKA 

1990 LEGISLATIVE SESSION
BIU. VERSION: HB 584 N o . 1 
PUBLISH DATE: HOUSE 3/30/90

FISCAL NOTE
REQUEST:
Revision Data: _____________  __________
Title: Reloting to a revolving loon fund

Sponsor:
Requestor:

in the Department
Agency Affected: 

'BRU:
Health & Social Services

House HESS Components:

EXPENDITURES/REVENUES (Thousands of Dollars)
OPERATING FY 91 FY92 FY93 FY94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

CAPITAL 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
REVENUE 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

0 .0 0 .0 0 .0 ] 0 .0 0 .0 0 .0
0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
0 .0 0 0 0 .0 0 .0 0 .0 0 .0

AF4ALYSIS: (Attach a separate poge if necessary)
FY 9 0  fiscal impact is " 0 “ .

 - jd r r -
itthew Felix, Acting Director 

Alcohol and/Dfl>g Adus

Prepared by:
Division: MJconot onayurvg Moose

(J$)
Approved by Commissioner:  Myra M. i
Agency: Department of Hea

nyra m . Munson______
Ith and Sodal Services

Phone:
Date:

Date:

586-6201_____
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Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
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Int r o d u c e d :  3 / 1 6 / 9 0
R e f e r r e d :  HESS, and F i n a n c e

BY THE HESS COMMITTEE

1 IN THE HOUSE

2 HOUSE BILL NO. 584 am

3 IN THE L EGISLATURE OF THE STATE OF ALAS KA

4 SIXTEENTH L EGISLATURE •• SECOND SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to a revolving loan fund in the

7 Department of He al t h  and Social Services."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF A L A S K A :

9 * Section 1. AS 44.29 is amended by adding new sections to read:

10 ARTICLE 3. AL COH O L I S M  AN D DRUG ABUSE REVOLVING LOAN FUND.

. 11 Sec. 44.29.210. CREATION OF A N  A LCOHOLISM AN D DRUG ABUSE REVOLV-

12 ING LOAN FUND. (a) There is created in the department an alcoholism

13 and drug abuse revolving loan fund as required under 42 U.S.C. 300x

14 4a to qualify the state to receive block grant money from the United

15 States Department of Hei'.lch and H u m a n  Services under 42 U.S.C. 300x

16 2.

17 (b) The fund consists of m oney appropriated to it, payments of

18 principal on loans made from it, and money chargeable to principal

19 that is collected through liquidation by foreclosure or ether process

20 on loans made from it.

21 (c) Money in the fund may be used as required under 42 U.S.C.

22 300x - 4a to make loans to private nonprofit organizations for the

23 cost of establishing programs to help pay the living expenses of

24 individuals recovering from alcohol or drug abuse who may reside in

25 g r o u p s .

26 Sec. 44.29.215. SPECIAL ACCOUNT ESTABLISHED. (a) There is

27 established as a special account wi th i n  the alcoholism and drug abuse

28 revolving loan fund the foreclosure expense account. This account is

29 established as a reserve from fund equity.

•
HB0584B -1 -  HB 584 am



1 (b) The department may expend money credited to the foreclosure.

2 expense account when  necessary to protect the department's security

3 interest in collateral on loans made under AS 44.29.210 or to defray

4 expenses incurred during foreclosure proceedings after a default by an

5 obligor.

6 Sec. 44.29.220. POWERS AND DUTIES OF THE DEPARTMENT. (a) The

7 department may

8 (1) adopt regulations necessary to carry out its functions

9 under AS 44.29.210 - 44.29.230 and to administer the program required

10 under 42 U.S.C. 300x - 4a, including regulations to establish reason-

11 able fees for services provided, procedures for foreclosure proceed-

12 i n g s , and procedures for collecting delinquent accounts;

13 (2) establish amortization plans for the repayment of

14 l o a n s ;

15 (3) charge and collect the fees established under this

16 subsection; and

17 (4) contract for the servicing of loans made under AS 44.-

18 29.210.

19 (b) The commissioner of administration shall separately account

20 for all earnings, interest, fees, and collection charges that the

21 department deposits in the general fund. The annual estimated balance

22 in the account may be used by the legislature to make appropriations

23 to the department to carry out the purposes of AS 44.29.210 - 44.29.-

24 230.

25 Sec. 44.29.225. DISPOSAL OF PROPERTY ACQUIRED BY DEFAULT OR

26 FORECLOSURE. The department shall dispose of property acquired

27 through default or foreclosure on a loan made under AS 44.29.210.

28 Disposal shall be made in a manner that serves the best interests of

29 the state and may include the amortization of payments over a period

HB 584 am -2- HB058uB



1

2

3

HB0584B -3 -  HB 584 am

of years.

Sec. 44.29.230. DEFINITION. In AS 44.29.210 - 44.29.2.30, " d e­

partment" means the Department of Hea lt h and Social Services.
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PERSONAL SERVICES 
TRAVEL
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EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0 .0 0 .0 0 .0 0 .0 0 0

CAPITAL 0 .0  0 .0  0 .0  0 .0  0 .0 0 .0

REVENUE | 0 .0  0 .0  0 .0  0 .0  0 .0 0 .0

FUNDING: [Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
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FULL-TIME
PART-TIME
TEMPORARY

0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
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0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

ANALYSIS: (Attoch a separate page if necessary)
FY 90  fiscal impact is M0 “ .

Prepared by: Matthew Felix, Acting Director 
Division: Alcohol and/Djuq Abuse _

Apnroved by Commi: 
Agency:

Myra M. Munson______
Department of Health and Social Services"

Phone:
Date:

Date:

586-6201
’o

Distribution (by preparer): 
legislative Finance 
legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agencyfies) Poge 1 of 1



m'.;'

1

2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

Introduced: 3/16/90
Referred: HESS, a n d  Finance

6 - 2237A

BY THE H E S S  COMMI TTEE

IN THE H OUSE

MOUSE BILL NO. 584 

IN THE LEGISLATU RE OF T H E  STATE OF A L A S K A  

SIXTEENTH LEGx. \TURE - SECOND SESSION

A  BILL

Fo r  an A c t  entitled: "An Act relating to a re volving loan fund in the

Department of Health an d Social S e r v i c e s . "

3E IT E N A C T E D  B Y  T H E  L EGISLATURE OF THE STATE OF .ALASKA:

* S e c t i o n  I. AS 44.29 is amended by a dding new sections to read:

A R T I C L E  3. A L C O H O L I S M  AND DRU G A B U S E  REVO LVING LOAN FUND.

Sec. 4 4 . 2 9 . 2 JO. CREATION OF All A L C O H O L I S M  A N D  DRUG A B U S E  R E V O L V­

ING L O A N  FUND. (a) There i3 created in the department au a l c o h o l i s m  

and drug abuse revolving loan fund as re quired under 42 U.3.C. 300x - 

4a to q u a l i f y  the state to receive b lock  grant money  from the United 

States Depart ment of Health and H u m a n  Services under 42 -J.S.C. 300:t -

(b) Tile fund consists o f  m o n e y  a p p r o p r i a t e d  to it, payments of 

p r i n c i p a l  o n  loans aade from it, and m o n e y  chargeable to pr incipal 

chat is collected through liquidation b y  foreclosure or other process 

on loans made from it.

(c) H o n e y  in the fund m a y  be used as required u nder 42 U.S.C. 

300x - 4a to m a k e  loan3 to private nonprofit organisations for Che 

cost of establ i s h i n g  programs to p r ovide h o using  in w hich in dividuals 

r e c o v e r i n g  fr om alcohol or drug abuse may reside in groups.

Sec. 44.29.215. SPECIAL A C C O U N T  ESTABLISHED. (a) T h e r e  is 

es t a b l i s h e d  as a special account w i t h i n  the alcoho l i s m  and drug abusi 

revolving loan fund the foreclosure expe nse account. This account is 

e s t a b l i s h e d  as a reserve from iuad equity.

(b) The department may expend money credited to the forecl o s u r e

H B 0 5 8 4 A - 1- HB 584
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expense account o m e n  necessary to protect the department's security 

interact in collateral on loans made u n d e r  AS 44.29.2i0 or to defray 

expenses i ncurred during foreclosure proceedings after a default by an 

■obligor.

Sec. 44.29.220. POWERS Ai'TD D UTIES O F  THE DEPART! 12HT. (a) Tlie

department m a y

(]) idopt regulations necessary to carry out its functions 

under AS 4 4 . 2 9 . 2 iO - 44.29.230 and co a d a i n l s c o r  the program required 

under 42 iJ.S.C. 300>: - 4a, including regulations to establish reascm- 

aola fees for services provided, p rocedures fur foreclosure p r o c e e d­

ings, and procedure s for collecting delinq u e n t  accounts;

(2) e stablish amortization plans fMr the repayment of

loans j

(3) charge and collect the fees establ i s h e d  under this

subsection; and

(4) contract for the servicing  o f  loans made under AS 44.-

29.2 10.

Cb) The comm issioner of admin i s t r a t i o n  shall separately a c count 

for all earnings, interest, fees, and collection charges that the 

department deposits iu the general fund. The annual estimated balance 

in the account may be used by the legislat ure to make appropriations

to the department to carry out the purposes of AS 44.29.210 - 44.29.-

230.

Sec. 44.29.225. DISPOSAL OF P R O P E R T Y  A C Q U I R E D  3Y D E FAULT OR

FORECLOSURE. The department snail d i spose of property acquired 

through default or foreclosure on a loan made under A S  44.29.210. 

Disposal shalL be made iri a manner that serves the base interests of 

the state and m a y  include the a m o r t i z a t i o n  o f  payraencs over a p eri od 

of.' years.

- 2 -
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Sec. 44.29.330. DEFINITION. In A S  44.29.210 - 44.29.230, " d e­

partment" aeans the Department of Healt h a n d  3oci.il Services.
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STEVE COWPER, GOVERNOR

DEPT. OF HEALTH AAD SOCIAL SERVICES P 0 - B 0 X  H
JUNEAU, ALASKA 99811-0601

OFFICE OF THE COMMISSIONER
PHONE: (907) 465-3030

March 28, 1990

Honorable Johnny Ellis, Chair 
House Health, Education, and

Social Services Committee 
Alaska State House of Re presentatives 
P.O. Box V
Juneau, Alaska 99811

Re: Anal ysis of House Bill 584

Dear Representative Ellis:

HB 584 creates in the Departme nt of H e a l t h  and Social Services 
a revolving loan fund which  is r e q uired b y  F e d eral law as a 
condition of receipt of Federal Block grant funds. The legislation 
is necessary because the Office of the A t t o r n e y  General has 
determined that the Depar tment does not have a u t h ority under 
current statute to create the loan program.

The use of m o n e y  from the loan fund must c o n f o r m  to Federal
law (42 U£C 300x - 4a) w hich  provides that the State must agree to:

* Establish, d i r ectly  or t h rough the p r o v i s i o n  of a grant 
or contract to a non-pr ofit private entity, a revolv ing lean 
fund to make loans for the costs of establ i s h i n g  pro grams for 
the provision of h o u s i n g  in which individuals r e c o v e r i n g  from 
alcohol or d r u g  abuse may reside in groups of not less than 
4 individuals;

* ensure that programs  are carried  out in accordan ce with 
quidelines issued under this subsection;

* ensure that not less than $100,000 of federal funds will 
be available for the rev olving loan fund;

* ensure that each loan made from the revolving  fund does
not exceed $4, 000 and that each loan is r e p a i d  to the
revolving fund not later than 2 years after the date on which 
the loan is made; and

06-F38LH
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Honorable Johnny Ellis - 2 - Ma r c h  28, 1990

x ensure that such loans are made only co non-profit 
entities.

The administration of this loan fund will be a b s orbed within 
the Department's current budget so that the legislation will have 
no fiscal impact.

Sincerely,

M y r a  M. Munson 
Co m mi ssioner
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HOUSE B I L L  NO. 584

"An Act r e l ating  to a r e v o l v i n g  loan fund in the 
Depart ment of H e a l t h  and Social Services."

Background

HB 584 creates, within the D e p a r t m e n t  of H e a l t h  and Social 
Services, a revo l v i n g  loan fund as r e q u i r e d  under 42 USC 300x 
- 4a. M o n e y  from within this fund m a y  be used, in a cco rdance 
with federal law, to m a k e  loans to p r i v a t e  n o n - p r o f i t  
organ i z a t i o n s  for the cost of e s t a b l i s h i n g  p r o g r a m s  to p r o v i d e  
h o u s i n g  in w h i c h  individuals r e c o v e r i n g  from alcohol or d r u g  
abuse m a y  reside in a g r o u p  facility.

HB 584 also gives the D e p a r t m e n t  a u t h o r i t y  to adopt 
regula t i o n s  n e c e ssar y to a d m i n i s t e r  the program, e s t a b l i s h  
p l a n s  for the repayment of loans, charg e and collect fees 
as s o c i a t e d  w i t h  the loans and c o n t r a c t  for the servicin g of 
loans made from the loan program.

Analysis

Recently, Congress, t h r o u g h  the C o m p r e h e n s i v e  A l cohol Abuse, 
D r u g  A b u s e  and Mental H e a l t h  A m e n d m e n t s  of 1988, m a n d a t e d  that 
States, to be eligible for the Alcohol, D r u g  Abuse, M e n t a l  
H e a l t h  Blo ck Grants must e s t a b l i s h  a loan p r o g r a m  a c c o r d i n g  
to the provis i o n s  of 42 USC 300x - 2a. D urin g the next
federal fiscal year, the State expects to receive
ap p r o x i m a t e l y  $2.7 m i l l i o n  from this b l o c k  grant.

This l e gislation is n e c e s s a r y  b e c a u s e  t h e  A t t o r n e y  General has 
d e t e r m i n e d  that current law does n ot p r o v i d e  sufficient 
a u t h o r i t y  to the Depa rt m e n t  to e s t a b l i s h  the loan program. 
HB 584 will p r ovi de the D i v i s i o n  of A l c o h o l i s m  and Drug A b u s e  
(A/DA) with the n e eded a u t h o r i t y  to e s t a b l i s h  the loan p r o g r a m  
a c c o r d i n g  to the requ irements m a n a d a t e d  in federal law. If 
the loan p r o g r a m  is not c r e a t e d  w i t h i n  A/DA, future Alcohol, 
Drug Abuse a nd Mental H e a l t h  Block grant funds could be 
jeopardized.

- 1 -
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Position

The d e p a r t m e n t  of Health and Social s ervices supports HB 584

Recommended by:

Date:

A p p r o v e d  by:

Date:
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M a t t h e w  C. Feli - D  
A c t i n g  D i r e c t o r  
D i v i s i o n  of A l c o h o l i s m  and 

D r u g  Abuse

3 / W ‘Jo

M y r a  M. Munson, C o m m i s s i o n e r  
De p a r t m e n t  of H e a l t h  and 

Social Services

3  / 2 % / 7 o





Date Referred: A p r i l  2, 1990

Date of C o m m i t t e e  Action: ^
F U R T H E R  R E F E R R A L S

/ / s o ,/ 9<b •■a'--'-V-S’;-"
. . V ?VV:v-f •

Jr.*

The F I NANCE  C o m m i t t e e  considered:

HOUSE B I L L  NO. 589 PERMANENT FUND T E C H N I C A L  A M E N D M E N T S

' M  ■

HB 589

■ . ! ■ ' ■ . ... ...  • :

"An A c t  r e l a t i n g  t o  the p e r m a n e n t  fund, t h e  A l a s k a  Permanent Fund '" < 
Corporation, a n d  d i s p o s i t i o n  of income from the p e r m a n e n t  fund; and -
providing for a n  e f f e ctive date."
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STATE OF ALASKA 
1990 LEGISLATIVE SESSION

No. 1
BILL VERSION : CSHB 589(SA) 

PUBLISH D A T E : HOUSE 4/2/90

REQUEST:
FISCAL NOTE

Revision Date:_____________________
Title: Permanent Fund Technical 
Amendments 

Sponsor: House State Affairs 
Requestor:  __

Agency Affected:, 
B R U :_________

Components

C

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-
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-U- -U- -U- -u- -u— -u-
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FULL-UME
PART-TIME
TEMPORARY
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Prepared by: H o u s e  S t a t e  A f f a i r s
Division : ____________________/ .  /  /  ./p.___
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Date: March 28, 1990
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Original s p o n s o r ( s ) : State Affairs Committee

IN THE HOUSE BY THE FINA NCE COM MITTEE

CS F O R  HOUSE BILL NO. 589 (Finance)

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

S I X T EENTH  L E G I S L A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An Act relating to the per manent fund a n d  the Alask a

P e r m a n e n t  Fund Corporation; and p r o v i d i n g  for an 

effective date."

BE IT ENAC TED BY THE LEGISL A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 37.13.010(a) is amended to read:

(a) Under art. IX, sec. 15 of the state constitution, there is 

established as a separate fund the A laska p e r m ane nt fund. The [ALASKA 

PERMANENT] fund consists of

(1) 25 p e r c e n t  of all m i neral lease rentals, royalties,

ro yalty sale proceeds, net profit shares under AS 38.05.180(f) and 

( g ) , and federal m i n e r a l  revenue sharing payments r e c e i v e d  b y  the

state from min eral leases issued on or before D e c e m b e r  1, 1979, and 25 

percent of all bonuses r e c eiv ed by the state f r o m  m i n e r a l  leases 

issued on or before F e b r u a r y  15, 1980;

(2) 50 p e rcent of all mineral lease rentals, royalties,

royalty sale proceeds, net profit shares u n d e r  AS 38.05.180(f) and 

(g ) , and federal m i n e r a l  revenu e sharing payments r e c e i v e d  b y  the

state from m i n eral leases issued after December 1, 1979, and 50 p e r­

cent of all bonuses recei v e d  by the state from m i n e r a l  leases issued 

after February 15, 1980;

(3) interest e arned by the state on m o n e y  d e s c r i b e d  in (1) 

and (2) of this subsection  before that m o n e y  is depos i t e d  in the fund;

(A) any other m o n e y  appropriated to or o t h e r w i s e  a l l o c a t e d  

b y  law to the [ALASKA PERMANENT] fund.



.

§

1
2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

* Sec. 2. AS 37.13.020 is amended to read:

Sec. 37.13.020. FINDINGS. The people of the state, by c o n s t i t u­

tional amendme^ 1:, have r e q u i r e d  the placement of at least 25 p e rcent 

of all mineral lease rentals, royalties, royalty  sale proceeds, and 

federal m i n e r a l  reven ue sharing payments and bonuses r e c e i v e d  b y  the 

state into a p ermanent fund. T h e  le gislature finds w i t h  r e s p e c t  to 

the fund [ALASKA P E R M A N E N T  F U N D  CORPORATION] that

(1) the fund [CORPORATION] should prov ide a means of c o n­

serving a port ion of the state's revenue from m i n e r a l  r e s o u r c e s  to 

b e n e f i t  all generations of Alaskans;

(2) the fund* s [CORPORATION'S] goal sh ould b e  to m a i n t a i n  

safety of principal w h i l e  m a x i m i z i n g  total return;

(3) the fund [CORPORATION] should be u s e d  as a savings 

device m a n a g e d  to a l l o w  the m a x i m u m  use of disposable income from the 

fund [CORPORATION] for purposes d e s i g n a t e d  b y  law.

* Sec. 3. AS 37.13.030 is amended to read:

Sec. 37.13.030. PURPOSE. It is the p u rpose of this c h a p t e r  to 

p r ovi de a m e c h a n i s m  for the m a n a g e m e n t  and investment of those [ P E R M A­

NENT] fund assets b^; [ALLOCATED TO] the A l a s k a  Permane nt F u n d  C o r p o r a­

tion in a m anner consistent w i t h  the findings in AS 37.13.020.

* Sec. 4. AS 37.13.040 is amended to read:

Sec. 37.13.040. A L A S K A  P E R M A N E N T  FUND CORPORATION. T h e r e  is 

e stablished  the A l a s k a  Permanen t F u n d  Corporation. m e  c o r p o r a t i o n  is 

a public corporati on and g o v e r n m e n t  instrumentalit y in the D e p a r t m e n t  

of Revenue m a n a g e d  by the b o a r d  of trustees. The p u r p o s e  of the 

co rporation  [BOARD] is to m a n a g e  and invest the assets of the p e r m a­

nent fund and other funds d e s i g n a t e d  by law [CORPORATION] in a c c o r­

dance w i t h  this chapter.

* Sec. 5. AS 37.13.060 is amended to read:u u i v u u b u  u w  i. u a u  «

• V'vv • ••••; a1-' ' •1' :'v '• *2 '•W'fr%,•••;



Sec. 37.13.060. T E R M  OF OFFICE. The public members of the b o a r d  

shall b e  appointed for terms of six [FOUR] years, and they m a y  be 

reappointed. The terms of the p u blic  members shall be stagger ed so 

that n o  m o r e  than one term of a pu blic m e mber expires each year.

* Sec. 6. AS 37.13.110(b) is amended  to read:

(b) If a m e m b e r  of the b o a r d  or an employee of the c orp oration 

acquires, ownSj_ or controls an interest, direct or indirect, in an 

e ntit y or project in w h i c h  fund [CORPORATION] assets are invested, the 

m e m b e r  shall immediately disclose the interest to the board. The 

d i s c l o s u r e  is a m a t t e r  of public r e c o r d  and shall be included in the 

m i n u t e s  of the b o a r d  m e e t i n g  next fol lowing the disclosure.

* Sec. 7. AS 37.13.120(a) is amended to read:

(a) The p r u d e n t - m a n  rule shall be applied by the board in the 

m a n a g e m e n t  and investment of [ALASKA PERMANENT] fund assets. The 

p r u d e n t - m a n  rule as a p plied to investments of the fund [CORPORATION] 

m e a n s  that in m aking investments the b o a r d  shall exercise the j u d gment  

and care under the circumstances then prevailing that an institutional 

investor of ordinary prudence, discretion, and intelligence exercises 

in the m a n a g e m e n t  of large investments entrusted to it not in r e gard 

to specu l a t i o n  but in r e g a r d  to the permanen t disposition of funds, 

c o n s i d e r i n g  probable safety of capital as well as probable income.

* Sec. 8. AS 37.13.120(b) is amended to read:

(b) The fund [CORPORATION] assets shall only be used for income- 

p r o d u c i n g  investments.

* Sec. 9. AS 37.13.120(e) is amended to read:

(e) The corporati on m a y  not b o r r o w  money [FUNDS] or guarante e 

from principal of the [ALASKA PERMANENT] fund the obligations of 

o t h e r s .
i .

* Sec. 10. AS 37.13.120(g) is amended to read:
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(g) Subject to the limitations c o n t ained in this section, the 

b o a r d  m a y  invest fund [CORPORATION] assets at the competitive n a t i o n a l  

m a r k e t  rates or prices that are a p p l i c a b l e  to each investment only in

(1) obligations of, or obligations insured by or g u a r a n t e e d  

by, the U n i t e d  States or agencies or instrumentalities of the U nited 

S t a t e s ;

(2) obligations s e c ured by reserv^ paid in b y  the U n i t e d  

States or agencies or i n s trument alities of the U n ited States or o b l i­

gations of corporations in w h i c h  the U n i t e d  States is a shareholder or 

m e m b e r ;

(3) certificates of d e posit and term deposits of United

States domestic banks that are m e m b e r s  of the Federal Deposit I n s u r­

ance C o r p o r a t i o n  and that m a y  be r e a d i l y  sold in a secondary m a r k e t  at 

prices r efle cting fair value or that are fully secured at all times as 

to p a y m e n t  of principal and interest  as described in (m) of this

section;

(A) [CERTIFICATES OF D E P O S I T  A N D  TERM DEPOSITS OF F E D E R A L L Y

CHART E R E D  SAVINGS A N D  L O A N  A S S O C I A T I O N S  IN A L A S K A  THAT M A Y  BE R E ADIL Y 

SOLD IN A  SECONDARY M A R K E T  A T  PRICES R E F L E C T I N G  FAIR VALUE OR T H A T  ARE 

F U L L Y  SECURED AT A L L  TIMES AS TO PAYME N T S  OF PRINCIPAL AND I N T EREST AS 

D E S C R I B E D  IN (m) OF THIS SECTION;

(5) CERTIFICATES OF D E P O S I T  AND T E R M  DEPOSITS OF STATE

C H A R T E R E D  SAVINGS A ND L O A N  A S S O C I A T I O N S  IN A L A S K A  THAT M A Y  BE R E AD ILY 

SOI.D IN A  SECONDARY M A R K E T  A T  P RICES R E F L E C T I N G  FAIR VALUE O R  T H A T  ARE 

F U L L Y  SECURED A T  A L L  TIMES AS TO PAYM ENTS OF PRINCIPAL AND INTER E S T  AS 

D E S C R I B E D  IN (m) OF THIS SECTION;

(6) CERTIFICATES OF D E P O S I T  A N D  T E R M  DEPOSITS OF M U T U A L

SAVINGS BANKS IN A L ASKA THAT M A Y  BE R E A D I L Y  SOLD IN A  SECONDARY M A R K E T  

A T  PRICES REFL EC T I N G  FA IR VA LUE O R  T H A T  ARE FULLY SECURED AT A L L  TIMES



AS TO PAYMENTS OF PRINCIPAL A ND I N T ER EST AS D E S C RIB ED IN (m) OF THIS 

SECTION;

(7) F I X E D - T E R M  CERTIFICATES OF INDEBTEDNESS OF F E D E R A L L Y  

INSURED CREDIT UNIONS IN A L A S K A  THAT M A Y  BE R E A D I L Y  SOLD IN A  S E C O N­

DARY M A R K E T  A T  PRICES R E F L E C T I N G  F A I R  V A L U E  O R  THAT ARE FULLY SECURED 

AT  A L L  TIMES AS TO PAYMENTS OF P R I N C I P A L  A N D  INTEREST AS DESCR I B E D  IN 

(m) OF THIS SECTION;

(8)] domestic corporate debt securities that are r a t e d  A A  

or b e t t e r  b y  a nation a l l y  r e c o g n i z e d  r a t i n g  service, or n o ndo mestic 

corporate debt securities of comparable quality;

(5) [(9)] short-t erm

(A) domestic corporate p r o m i s s o r y  notes of the h i ghest  

ratings assig n e d  by a n a t i o n a l l y  r e c o g n i z e d  rating servic e^ [, ] 

or

(B) nondomesti c corporate p r o m i s s o r y  notes of c o m p a r a­

ble  quality, the interest on w h i c h  m a y  be payable in either

U n i t e d  States dollars or n o n d o m e s t i c  currencies;

(6) [(10)] bankers' acce ptances drawn on and a c c epted by 

U n ite d States banks each of w h i c h  has a c o m bined  capital and surplus 

aggregat ing at least $200,000,000;

(7) [(11)] repurcha se agreements, the securities u n d e r l y i n g  

the agreements being any of the items in (1) - (6) [(1) - (3) AND

(8) - (10)] of this subsection;

(8) [(12) THE GUARANTEE D P O R T I O N  OF F E DERAL SMALL BUSINESS

A D M I N I S T R A T I O N  L O A N S ;

(13) T HE PORTION OF F IRST L I E N  REAL ESTATE M O R T GAGES G U A R A N­

TEED B Y  THE F E DER AL VETERANS ADMINISTRATION;

(14)] the portions of b u s i n e s s  and industrial loans m a d e
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Farmers Home Administration;

(9) [(15)] the guaran t e e d  p o r t i o n  of Farmers Home A d m i n i s­

tration l o a n s ;

(10) [(16)] notes secured by mortgages granting  a first lien 

on [COMMERCIAL OR] reside n t i a l  real estate improved by completed 

buildings if the m o r t g a g e s  are insured b y  a private m o r t g a g e  insurance 

corporation that is a u t h o r i z e d  to do business in this state [ALASKA] 

and has combined capital and surplus aggregating at least $20,000,000, 

and if loa n-to-value ratios do not exceed [75 PERCENT F O R  COMMERCIAL 

M ORTGAGES AND] 90 p e rcent [FOR RESIDE N T I A L  M O R T G A G E S ]; however,

[(A) M O R T G A G E  INSURANCE IS NOT N E C E SS ARY FOR COMMERCIAL 

LOANS H A V I N G  L O A N - T O - V A L U E  RATIOS OF LESS THAN 50 PERCENT  AND THE 

M I N I M U M  COVERAGE  OF O T H E R  COMMER CIAL LOANS SHALL BE 10 PERCENT 

FOR THOSE H A V I N G  A  L O A N - T O - V A L U E  RATIO OF 50 - 60 PERCENT A N D  15

PERCENT  F O R  THOSE  H A V I N G  A  L O A N - T O - V A L U E  RATIO G R E A T E R  T HAN 60

PERCENT BUT NO M O R E  TH AN 75 PERCENT; AND

(B) ] m o r t g a g e  insurance is not n e c e s s a r y  for r e s i d e n­

tial loans h a v i n g  a loan-to-value ratio of less than 70 percent 

and the m i n i m u m  cove rage of other residen tial loans shall b e  10

percent for those h a v i n g  a loan-to-value ratio greater than 70

p e rcent but less than 90 percent and 20 percent for those having 

a loan-to-valu e ratio of 90 percent;

(11) [(17) NOTES SECURED BY M O R T GAGES G R A NTING A  FIRST LIEN

ON COMMERCIAL R E A L  E S T A T E  IMPROVED BY COMPLETED BUILDINGS IF THE 

ORIGI N A T I N G  F I N A N C I A L  INSTI T U T I O N  RETAINS A T  L E A S T  25 P E R C E N T  O F  THE 

M O R T GAGE UNTIL MATURITY;

(18)] p r e f e r r e d  and common stock of corporations i n c o r p o­

rated in the United States;

(12) [(19)] certific ates of deposit, term deposits, or

CSHB 5 8 9 (Fin) -6-



bankers' acceptances, that are issued  b y  a U n i t e d  States or n o n d o m e s­

tic b a n k  or trust company located  outside of the U n i t e d  States and are 

denominated in U n i t e d  States or n o n d o m e s t i c  currency, if either (A) 

they m a y  be r e adily sold in a secon dary m arket at prices reflecting 

fair value, or (B) the issuing b a n k  or trust company has capital, 

surplus, and r e t ained earnings at the date of issue equaling at least 

$500,000,000; investments m a d e  u n d e r  this paragra ph are n o t  subject to 

the collateral r e q uire ments for domestic certificates u nder (m) of 

this section;

(13) [(20)] e q u i t y  interests in, and debt obligations

secured  by mortg ages g r a n ting a first lien on, real estate imp roved by 

completed and s u b s tantially r e n t e d  buildings and located in the U n ited 

States, if these investments are made

entity in which, at the c onclusi on of each investme nt t r a n s­

a c t s  n, at lease 60 p e rcent of the benef icial ownership interests 

are h e l d  by other i n s t i t u t i o n a l  investors, and w h i c h  is organized 

and operated for the p u r p o s e  of m ak ing real estate investments by 

a bank, insurance company, or other m a n ager of institutio nal 

funds that has. h a d  at least five years of experien ce in the 

manag e m e n t  of real es tate investments of institution al investors; 

or

tities in which, at the c o n c l u s i o n  of each investment t r a n s­

action, at least 60 p e r c e n t  of the beneficial ownership interests

in the co-investi ng entity or entities as a w h o l e  are h e l d  by

institutional investors, if

(i) at the time of investment the fund has no

more than a 40 percent b e n e f i c i a l  ownership interest in the

(A) in a corporation, partnership, trust, or other

(B) w i t h  corporations, partnerships, trusts, or en-

CSHB 5 8 9 (Fin)
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real estate invested in as a whole;

(ii) the r ights and obligations of the fund are

substantially similar to those of the other institutional

investors, except for the p e r c e n t a g e  interest in the p r o p e r­

ty; and

(iii) the p r o p e r t y  is m a n a g e d  and o p e rated b y  an

entity that has h a d  at least five years of experi ence in the

m anage m e n t  of real estate investments of instituti onal

investors [IN C O N J U N C T I O N  W I T H  A N D  ON SUBSTANTIALLY THE SAME 

TERMS AS AN E N T I T Y  D E S C R I B E D  IN (A) OF THIS P A R A G R A P H ] ;

(14) [(21)] securities of non -do m e s t i c  governments and

n o n - d o m e s t i c  government agencies, the princip al of, or interest on,

w h i c h  is p a yable in either U n i t e d  States dollars or n o n - d o m e s t i c

c u r r e n c i e s ;

(15) [(22)] securities of n o n - d o m e s t i c  corporations, i n c l u d­

ing common and preferred stock, w h o s e  dividends, if any, m a y  b e  p a y­

able in either United States dollars or n o n - domestic currenciesj_

(16) taxable m u n i c i p a l  or state debt securities that are

r a t e d  "AA" or better by a n a t i o n a l l y  recog n i z e d  rating s e r v i c e .

* Sec. 11. AS 37 .13.120(i) is a m e n d e d  to read:

(i) The [ALASKA PERMANENT] fund m a y  at no time own m o r e  than

five p e r cent of the v o t i n g  st ock of a corporation. Do mestic stocks, 

except for b a n k  and insurance c o mpany stocks, must be listed at the 

date of pu rchase on an exchang e r e g i s t e r e d  w i t h  the Securities and 

E x c h ange Commission. A t  the time of each investment, the a g g r e g a t e  

investme nt of the fund in each stated category of investment m a y  not 

exceed the following stated p e r c e n t a g e  of the total investments of the 

fund:

(1) mortgages u n d e r  ( g ) (10) [ ( g ) (16)] of this secti on - 15

CSHB 5 8 9 (Fin)
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p e r c e n t ;

(2) real estate investments u n d e r  ( g ) (13) [( g)(20)] of this 

se c t i o n  - 15 percent;

(3) certificates of deposit, t e r m  deposit, or bankers'

accep t a n c e s  under (g)(12) [ ( g ) (19)] of this section - 20 percent;

(4) securities of n o n d o m e s t i c  governments, n o n d o m e s t i c

go v e r n m e n t  a g e n c i e s , and n o n d o m e s t i c  corporatio ns under ( g ) (4), (14),

and (15) [(g)(8), (21), AND (22)] of this section, domestic corporate 

stocks and debt securities u n d e r  ( g ) (4) [(g)(8)] and (11) [(18)] of

this section, and short-term n o n d o m e s t i c  c orporate p r o m i s s o r y  notes 

u n d e r  (g)(5)(B) [(g)(9)(B)] of this secti on - 50 percent.

* Sec. 12. AS 3 7 . 1 3 . 120(j) is a m e n d e d  to read:

(j) The assets of the [ALASKA PERMANENT] fund m a y  not b e  u s e d

for the p u r c h a s e  of bonds of a corporation, u p o n  w h i c h  any r e g u l a r  

interest payment has been defaulte d w i t h i n  five years before purchase, 

except bonds n e v e r  in default but w h i c h  h a v e  been ou tstanding for less 

than five years.

* Sec. 13. AS 3 7 . 1 3 . 1 2 0 (k) is a m ende d to read:

(k) The board shall e s t a b l i s h  and from time to time as n e c e s s a r y  

m o d i f y  guidelines for the invest ment of the assets of the fund [CORPO­

RATION] . Before adoption of any g u i d e l i n e s  the guidelines shall be 

re p o r t e d  to the L egis lative Budget and A u d i t  Committee for r e v i e w  and 

c o m m e n t .

*  Sec. 14. AS 37.13.120(1) is a m e n d e d  to read:

(1) The board shall invest the assets of the fund [CORPORATION] 

in in-state investments to the extent in-state investments are a v a i l­

able if the in-state investments

(1) have a risk level and expected yield compar a b l e  to 

a l t e r n a t e  investment opportunities; and
. - •' ’ - • 1 '■> * "iii
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(2) are included in the list of p er missible investments in 

(g) of this section.

Sec. 15. AS 37.13.120(m) is amended to read:

(m) Certificates of deposit or the equivalent instruments that 

are not of a quali ty that m a y  be r e a d i l y  sold in a secondary m a r k e t  at 

prices r e f l e c t i n g  fair v alue must be secu red by a pledge as collateral 

of

(1) investments authorized for the [ALASKA PERMANENT] fund 

under (g)(1), (2), (4), or (8) - (10) [(8), OR (12) - (17)] of this

section ^

(2) [OR BY A  PLEDGE AS C O L L A T E R A L  OF] obligations of the 

state or instrument alities of the state that are rated at least "A" by 

a m a j o r  b o n d  r ating service and have a d e m o n s t r a t e d  secondary market, 

w h i c h  investments or obligations have v a l u e  at least equal to the face 

v alue of the certificate of deposit^

(3) the guaranteed p o r t i o n  of Federal Small Business A d m i n­

istration loans;

(4) the portion of first lien real estate mortgages g u a r a n­

teed by the federal Veterans Adm inistration; or

(5) notes secured by m o r t g a g e s  granting a first li en on 

commercial or residential real estate i m p r o v e d  by completed b u i l dings 

if the o rigin a t i n g  financial i n s t i t u t i o n  retains at least 25 p e rcent 

of the m o r t g a g e  until m a t u r i t y . [THE BOARD M A Y  REQU IRE SUBSTI T U T I O N  

OF COL LA T E R A L  IN ORDER TO ENSURE C O N T I N U E D  SATISFAC TION OF THE R E­

QUIREMENTS SET OUT IN THIS SUBSECTION.]

Sec. 16. AS 37.13.120 is amended by a d d i n g  a n e w  subsection to read: 

(n) The b o a r d  may require s u b s t i t u t i o n  of collateral in order to 

ensure continued satisfaction of the r e q u i r e m e n t s  set out in (m) of 

this section.

5 8 9 (Fin) -10-
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* Sec. 17. AS 37.13.140 is amended to read:

2j: Sec. 37.13.140. INCOME. Net income of the fund includes income

!i "

3 H of the earnings reserve  account establ i s h e d  u n d e r  AS 37.13.145. Net
j]

4 'i income [CORPORATION] shall be computed a n n u a l l y  as of the last day of

5!; the fiscal year in accordance w i . h  g e n e r a l l y  accepted accounting

ji
principles, exclud ing any u nreal i z e d  gains or losses. Income avail-

• j
7 able for d i s t r i b u t i o n  equals 21 percent of the net income of the fund

31; [CORPORATION] for the last five fiscal years, including the fiscal

9 year just ended, or [BUT M A Y  NOT EXCEED] net income of the corporation

for the fiscal year just ended plus the b a l a n c e  in the er.rnings re- 

111 serve a c c o u n t , w h i c h e v e r  is less [DESCRIBED IN AS 37.13.145].

12 * Sec. 18. AS 37.13.150 is amended to read:

13 Sec. 37.13.150. C ORPORATION BUDGET. The revenue g enerated by

14 the fund's [CORPORATION'S] investments m u s t  be identified as the

source of the op erating budget of the c o r p o r a t i o n  in the state's 

161 operating b udget u n d e r  AS 37.07 (Executive Budget  Act). The unexpend-

17 ' ed balan ce of the corporation's annual o p e r ating b ud get does not lapse

at the end of the fiscal year b ut shall b e  treated  as income under 

AS 37.13.140.

* Sec. 19. AS 37.13.160 is amended to read:

Sec. 37.13.160. AUDITS. The L e g i s l a t i v e  Budget and A udit Com-
iJi

22 mittee m a y  p r ovide  for an annual post audit and annual o perational and

23 performance eva luations of the f u n d 's [CORPORATION'S] investments and

2i|: investment programs.

25 * Sec. 20. AS 37.13.170 is amended to read:
i)

26ii Sec. 37. 13.170. REPORTS AND PUBLICATIONS. By September 30 of
I

27 each year, the b o a r d  shall p u b lish a report of the fund [CORPORATION]

for d i s tribution to the governor, legislature, and the public. The 

report shall be w r i t t e n  in easily u n d e r s t a n d a b l e  language. The report

-11- CSHB 5 8 9 (Fin)
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must include financial statements audited by in d-* "indent outside 

auditors, a statement of the amount of m o n e y  r e c e i v r Dy the [ALASKA 

PERMANENT] fund f r o m  each investment during the p e r i o d  covered, a 

statement of investments of the fund [CORPORATION] including an a p­

praisal at m ark et value, a description of fund [CORPORATION] i n v e s t­

ment activity during the period covered by the report, a comparison of 

the fund [CORPORATION] p e rformance w i t h  the intend ed goals contained
]

in AS 37.13.020, an examin a t i o n  of the impact of the investment c r i­

teria of this chapter on the fun! [CORPORATION] p o r t folio w i t h  r e c o m­

mendations of any n e e d e d  c h a n g e s , and any other i nformatio n the board 

believes w o u l d  be of interest to the governor, the legislature, and 

the public. The annual income statement and b a lance sheet of the fund 

[CORPORATION] shall be p u b l i s h e d  in at least one n e w s p a p e r  in each :
I

judicial district. The income statement and b a lan ce sheet for the two j 

fiscal years prece d i n g  the publicat ion of the election  p a m p hlet under
i

AS 15.58 shall be included in that pamphlet.

* Sec. 21. AS 37.13.180 is amended to read:

Sec. 37.13.180. T A X  EXEMPTION. The c o r p o r a t i o n  and the fund 

are [IS] exempt f r o m  all taxes and assessments in the state. All 

security instruments issued by the corpor a t i o n  or the f u n d , their 

transfer, and their income are exempt from all taxes and assessments 

in the state.

* Sec. 22. AS 37.13.190 is amended to read:

Sec. 37.13.190. P O L I T I C A L  ACTIVITIES. The resources of the 

corporation or the fund m a y  not be used to finance or influence p o l i t­

ical activities.

* Sec. 23. AS 37.13.210 is amended by adding a n e w  p a r a g r a p h  to read:

(3) "fund" means the Alas ka permanent fund e stablished 

under art. IX, sec. 15, C o n stitution of the State of Alaska.
■ f'r'.t '• ■ .1 '• ;■ •• » .'S. - '« . . . . .  v' .va...- V: 1 1 .
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* Sec. 24. N o t w i t h s t a n d i n g  AS 37.13.060, as amended in sec. 5 of this 

Act, the members of the b o a r d  of the A l a s k a  Permanent Fund C o r p o r a t i o n  in 

office on the effective date of this A c t  serve only the p e r i o d  of the term 

of office to w h i c h  they w e r e  appointed.

* Sec. 25. This Act takes effect July 1, 1990.



SECTIONAL A N A L Y SIS  OF CS FOR HOUSE B IL L  5 8 9  (STATE A F F A IR S )

"An Act relating to the permanent fund, the Alaska Permanent 
Fund Corporation, and disposition of income from the 
permanent fund; and providing, for an effective date."

Section 1: TECHNI C A L / P O L I C Y  —  W o u l d  ensure that the
interest e a r n e d  on funds p l a c e d  in escrow 
during royalty l itiga t i o n  would  be deposited 
in Fund p r i n c i p a l  and t r e a t e d  as principal. 
This is c i t e d  here as technical because it 
represents no c h an ge in current policy. That 
is the way the C o r p o r a t i o n  has always treated  
such m o n e y  —  i n c l u d i n g  fiscal 1988 when the 
Corpora tion d e p o s i t e d  into principal all $146 
m i lli on r e c e i v e d  as p a r t i a l  settlement of the 
Dinkum Sands case. Nonetheless, by approving 
this section of the bill, the legislature 
w ould be m a k i n g  its first clear policy 
statement on the issue.

Section 2; TECHNICAL —  R e p l a c e s  [ALASKA PERMANENT FUND
CORPORATION] w i t h  fund. In this case (and in 
all subsequent sections in which similar 
changes are m a d e ) , the p u r pose  is simply to 
clarify what was i n t end ed when the Alaska 
Permanent Fund C o r p o r a t i o n  Act was originally 
enacted in 1980. Specifically, the change 
makes clear the d i s t i n c t i o n  between the 
"Alaska P e r m anent Fund" w h i c h  comprises 
assets owned b y  the State of Alaska, and the 
"Alaska P e r m anent F u n d  Corporation" w h i c h  is 
the government i n s t r u m e n t a l i t y  created to 
manage and invest those assets.

Section 3; TECHNICAL —  See Section 1.

Section 4: TECHNICAL —  Reco gn i z e s  that the purpose of
the c or poration is to m a nage and invest the 
assets of the p e r m a n e n t  fund "and other funds 
d e s i g n a t e d  by law"; for example, the Science 
ana Tec hnology Fund.



Sectional Analysis 
April 4, 1990 
Page 2

Section

Section

Section

Section

Section

Section

Section

Section

Section

Section

Section

5: P OL ICY —  Extends the term of office for
public  members of the Boar d from [FOUR] years 
to six years.

6: TECHNICAL —  See Section 1.

7: TECHNICAL —  See Section 1.

8: TECHNICAL —  See Section 1.

9: TECHNICAL —  See Section 1.

10: TECHNICAL —  (1) See Section 1. (2) Replaces
a sub-section relating to equity real estate 
investment which had little real meaning with 
language which clearly spells out current 
Co rporation  policy.

POLICY —  [1) Removes from the Fund's list of 
a uthorized investments those investments 
w h i c h  are not c onsi dered by the Corporati on 
to be of trust-grade quality and which have 
never been made by the Corporation. These 
include: Certificates of Deposit issued by 
A l a s k a  Savings & Loan Associations, Mutual 
Savings Banks and Credit Unions for w h i c h  a 
readily-available secondary market exists; 
the guaran t e e d  portions of Small Business 
Admini s t r a t i o n  (SBA) and Veterans 
A d m i n i s t r a t i o n  (VA) loans; and commercial 
m o r t g a g e s .

(2) Adds taxable munic i p a l  or state debt 
securities that are r ated "AA" or better b y  a 
n a t i o n a l l y - r e c o g n i z e d  rating service to the 
list of authorized investments.

11: T ECHNICAL —  (1) See Section 1. (2)
Confor m i n g  amendments.

12: TECHNICAL —  See Section 1.

13: TECHNICAL —  See Section 1.

14: TECHNICAL —  See Section 1.

15: TECHNICAL —  (1) See Section 1. (2)
Confor m i n g  amendments. (3) Clarifies that 
the investments w hich are removed from the 
authoriz ed list in Section 9 above may still



Sectional Analysis 
April 4, 1990 
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Section 16: 

Section 17:

Section 18:

Section 19 

Section 20 

Section 21 

Section 22 

Section 23

be u s e d  as collateral under the A laska Bank 
Certific ate of Deposit program.

TECHNICAL —  C o n f o r m i n g  amendment.

TECHNICAL —  (1) See Section 1. (2)
Clarifies that income of the F u n d  includes 
income of the earnings reserve account as 
well as income of the principal.

TECHNICAL —  Rewrites AS 37.13.145: (1) to 
clarify original legislative intent and 
Corpor a t i o n  practi ce r e g a rding the annual 
dispos i t i o n  of F u n d  income; (2) to bring 
(without substantive change) the section of 
law addre ssing the annual Permanent F u n d  
Divid e n d  transfe r from AS 43.23 into AS 
37.13; (3) to spell out the procedure use d by 
the Corporatio n in the annual inflation- 
p r o o f i n g  transfer.

POLICY —  (1) Provides that the annual 
i n f l a t i o n-pro ofing t r a nsfer shall be made 
from the earnings reserve account rather than 
from current year income as p r o v i d e d  for in 
ex i st ing law.

(2) Adds a new section p r o v i d i n g  "cumulative" 
inflation-proofing. Under this provision, if 
there is a shortfall in inf lat i o n - p r o o f i n g  in 
any one year, at the e n d  of the next or 
subsequent year, —  after p r o v i d i n g  for that 
year's dividend and i n f l ation-proof ing 
transfers —  the C o r p o r a t i o n  shall transfer 
from the b a l ance r e m a i n i n g  in the earnings 
reserve account, the amount neces s a r y  to 
fully offset the effect of inflation on Fund 
p rincipal since and inc luding the shortfall.

TECHNICAL —  See Section 1.

TECHNICAL —  See Section 1.

TECHNI CAL —  See Section 1.

TECHNICAL —  See Section 1.

TECHNICAL —  See Section 1.

Section 24: T ECHNICAL —  C o n f o r m i n g  amendment.



S ectional Analysis 
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Section 25 

Section 26 

Section  27

TECHNICAL —  Confo r m i n g  amendment.

TECHNICAL —  Conformin g amendment.

TECHNICAL —  Provides transitional language 
for the change in B oard members' terms.

Section  28: EFFECTIVE DATE —  July 1, 1990.

—  P r e p a r e d  by the A l a ska Permanent Fund Corporation on 
A p r i l  4/ 1990.



PROPOSED AMENDMENTS TO 
CS FOR HOUSE BILL NO. 589 (STATE AFFAIRS)

Submitted to the House Finance Committee by the 
Alaska Permanent Fund Corporation on April 5, 1990

Amendment #1: A m e n d  Sec. 7 (Page 3, Lines 14-16) to read as
f o l l o w s :

(a) The prudent investor [MAN] -rule shall be applied by the 
corporation [BOARD] in the manageme nt and investment of [ALASKA 
PERMANENT] fund assets. The prudent investor [MAN] -rule as 
applied to investments of the fund [CORPORATION] means that in 
m aking investments the corporation [BOARD] shall exercise the 
judgement etc.

Amendment #2: A m e n d  Sec. 17 (Page 11, Lines 8-13) to read as
f o l l o w s :

... Income available for distrib ution equals 21 percent of the 
net income of the fund [CORPORATION] for the last five fiscal 
years, including the fiscal year just ended, but may not exceed 
net income of the fund [CORPORATION] for the fiscal year just 
ended plus the b a lan ce in the earnings reserve account [DESCRIBED 
IN AS 37.13.145].



P.O. Box 4-1000 Juneau, Alaska 99802-4100 
(907)465-2047 Telex 09946-323

Alaska Perm anent Fond Corporation

March 23, 1990

Honorable H. A. "Red" Boucher 
Chairman, House State Affairs Committee 
P.O. Bax V
Juneau, Alaska 99811

Dear R e p r e s e n t a t iv e  B o u c h e r :
I as writing regarding the Permanent Fund bill which you 
have drafted to make certain technical and policy changes to 
the Alaska Permanent Fund Corporation enabling act, AS
37.13.

At our Board meeting of March 21, the Trustees reviewed a 
draft of the legislation and the following motion was 
adopted by a vote of 4 to 1:

“It is resolved that the Board of Trustees of the Alaska 
Permanent Fund Corporation agrees with the technical changes 
proposed in this bill os well as the general intent of the 
policy changes, and directs Corporation staff to work with- 
the Committee and assist the members in their efforts to 
advance the legislation. In addition, staff is directed to 
keep the Trustees informed on a timely basis of the progress 
of this bill and any substantive changes.*

Red, let me make clear the Board*j position:

First, the Board supports timely legislative action on 
the recommendations of the Commission on the Future of the - 
Permanent Fund. We supported the process that the 
Commission used to come up with their recommendations, and 
we wish to be responsive to the legislature as it attempts 
to accomplish thoso recommendations.

Second, regarding this particular piece of legislation, 
there is full support for the technical changes being- 
proposed. Although in our view, post Corporation practices 
have in every instance conformed to legislative intent, ue 
agree that existing statutory language con be improved to 
make that conformity perfectly clear.
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Third, reoardino the policy changes, there ore three 
points ir. ^articular I would like to moke on behalf of my 

colleagues on the Board:

1) the Board supports "cumulative" inflotion-proofino 
os an effective means to ensure that the purchasing power of 
Permanent Fund principal is fully preserved over the long
term;

2) adoption of the sections amending the current list • 
of authorized investments would not adversely affeet•either 
the Board’s current asset allocation or its Investment 
policies; and

3) the Board neither supports nor opposes the extension 
of the terms of Board members from four years to six years.

We would be pleased to provide additional testimony as 
requested.

With warm regards,

John T. Kelsey Lj> 
Chairman,
Board of Trustees

p ~ -

cc: Members of the Board



SECTIONAL ANALYSIS

’An Act r«lotlno to the pffancnt find, the Alaska Permanent 
Fund Corporation, and disposition of Inco—  from the 

fond; and providlno for an effective data.*

Section 1: TECHNICAL —  Replaces [ALASKA PERMANENT FUND 
CORPORATION! with fund. In this case (and in 
all subsequent sections in which similar 
changes are made), the purpose is simply to 
Clarify what was intended when the Alaska 
Permanent Fund Corporation Act was originally 
enacted in 1960. Specifically, the change 
makes clear the distinction between the 
'Alaska Permanent Fund' which comprises 
assets owned by the State of Alaska, and the 
"Alaska Permanent Fund Corporation" uhich is 
the government instrumentality created to 
manage and Invest those assets.

Section 2: 

Section 3:

TECHNICAL —  See Section 1.

TECHNICAL —  Recognizes that the purpose of 
the corporation is to manage and Invest the 
assets of the permanent fund "and other funds 
designated by law"; tor example, the Science 
and Technology Fund.

Section A: POLICY Extends the term of office for 
public members of the Board from [FOUR] years 
to six years.

Section 5: TECHNICAL —  See Section 1.

Section 6: TECHNICAL —  See Section 1.

Section 7; TECHNICAL —  See Section 1.

Section 8: TECHNICAL —  See Section 1.

Section 9: TECHNICAL —  (l) See Section 1 (2) Replaces 
a sub-section relating to equity real estate 
investment which hod little real meaning witn



Sectional 
March 23, 
Pace 2

Section 10

Section 11 

Section 12 

Section 13 

Section 14.

Analysis
1990

language which clearly spells out current 
Corporation policy.

POLICY — (1) Removes from the Fund's list of 
authorized Investments those investments 
which are not considered by the Corporation 
to be of trust-grade duality and which have 
never been made by the Corporation. These 
Include: Certificates of Deposit issued by 
Alaska Savings & Loan Associations, Mutual 
Savings Banks and Credit Unions for which a 
readily-available secondary market exists;- 
the guaranteed portions of Small Business 
Administration (SBA) and Veterans 
Administration (VA) loans; and commercial 
mortgages.

(2) Adds taxable municipal or state debt 
securities that are rated *AA" or better by a 
nationally-recognized rating service to the 
list of authorized investments.

TECHNICAL —  (1) See Section 1. C2)
Conforming amendments.

POLICY —  Mould prohibit the Corporation from 
making any more Alaska home mortgages. The 
Board's current investment policy already 
excludes making any more of this type of 
investment.

TECHNICAL —  See Section 1.

TECHNICAL —  See Section 1.

TECHNICAL —  See Section 1.

TECHNICAL —  (1) See Section 1. (2)
Conforming amendments. (3) Clarifies that 
the investments which are removed from the 
authorized list in Section 9 above may still 
be used as collateral under the Alaska Bank 
Certificate of Deposit program.

Section 15: TECHNICAL —  Conforming amendment.



Sectional Analysis 
March 23, 1990 
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Section 16:

Section 17:

Section 18: 

Section 19: 

Section 20: 

Section 21: 

Section 22:

TECHNICAL —  (1) See Section 1. (2)
Clarifies that income of the Fund Includes 
income of the earnings reserve account as 
well as Income of the principal.

TECHNICAL —  Rewrites AS 37.13.145: (1) to 
clarify original legislative intent and 
Corporation practice regarding the annual 
dispoaition of Fund income; (2) to bring 
(without substantive change) the section of 
law addressing the annual Permanent Fund 
Dividend transfer from AS 43.23 Into AS 
37.13; (3) to spell out the procedure used by 
the Corporation in:the annual inflation- 
proofing transfer.

POLICY 4-  (1) Provides that the annual 
inflation-proof lr  “r ai .
from the earning* reserve account rather 
'f pia-- <w'f  ili'Vt' year  income asprovi cted: fo r 
existing latjj.

/
than
In

(2) Adds a new section providing ’cumulative' 
inflation-proofing. Under this provision, if 
there Is a shortfall in inflation-proofing in 
any one year, at the end of the next or 
subsequent year, —  after providing for that 
year's dividend and inflation-proofing 
transfers —  the Corporation shall transfer 
from the balance remaining in the earnings 
reserve account, the amount necessary to 
fully offset the effect of inflation on Fund 
principal since and including the shortfall.

TECHNICAL —  See Section 1.

TECHNICAL —  See Section 1.

TECHNICAL —  See Section 1.

TECHNICAL —  See Section 1.

TECHNICAL —  See Section 1.
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Section 23 

Section 24 

Section 25 

Section 26

Section 27:

TECHNICAL —  Conforming amendment.

TECHNICAL —  Conforming amendment.

technical —  Conforming amendment.

TECHNICAL —  Provides transitional language 
for the change in Board members* terms.

EFFECTIVE DATE —  July 1, 1990.

Prepared by the Alaska Permanent Fund Corporation.



Alaska State Legislature
House of Representatives 

C o m m it t e e  o n  S t a t e  Af f a ir s

MEMORANDUM

TO: House Finance Committee! Mdmbers

FROM: Representative H .A ^  e d /B u c h e r

DATE: April 10, 1990

RE: HB 589 Disposition of Permanent Fund Income;
Technical Amendments

HB 589 is one of three bills (HB 511, HB 563, HB 589) 
sponsored by the House State Affairs Committee which 
addresses the recommendations of the Commission on the 
Future of the Perm anent Fund.

HB 589 is the result of extensive work by a  number of 
individuals representing the Permanent Fund Corporation, 
the Departm ent of Revenue, the Office of Management and 
Budget, Legislative Research, and others who have been 
involved with Permanent Fund issues over the last few years.

The above working group's goals and objectives were to carry 
out three of the recommendations of the Commission on the 
Future of the Permanent Fund. The most im portant 
recommendations were:

• preserve the value of the Permanent Fund;

• retain the dividend program; and

• clean up the statutory language.

Room 102 Capitol Building, P.O. Box V, Juneau, Alaska 99811 (907)465-4931



Considerable discussion and debate took place by the working 
group. There were those who initially supported reversing the 
priority between inflation-proofing and dividends. Others felt 
tha t a new procedure for calculating earnings was in order.

The result of 6 weeks of meetings by the working group is 
before you in HB 589. This bill represents a consensus 
between the many viewpoints tha t were pu t forward th a t HB 
589 was a way to accomplish the goals and objectives tha t were 
set out.

The attached provides a  sectional analysis of HB 589. You 
should note tha t there are a num ber of technical changes and 
policy changes. The most im portant policy change is the 
intrr Juction of a new concept - "Cumulative Inflation Proofing" 
- which provides dividend payment stability and allows for full 
inflation-proofing over time.

Under Cumulative Inflation Proofing, if an  inCation-proofing 
shortfall occurs in any year, then in the next or subsequent 
year, the Corporation is authorized to transfer from the 
earnings reserve account to the principal to make up that 
shortfall. To summarize:

1) the current year's dividends would always be paid first;

2) inflation-proofing for the current year would then be 
provided for, to the extent that funds are available in the 
earnings reserve account; and

3) any inflation-proofing deficiency outstanding from a 
previous year would then be transferred from the 
earnings reserve account to principal.

In addition to strengthening the current provision for 
inflation-proofing, HB 589 clears up a num ber of technical 
ambiguities which exist under current law.

Attached you will find a sectional analysis of HB 589, a letter of 
support from John  Kelsey. Board of Trustees, Permanent 
Fund Corporation, and a copy of two minor technical 
am endm ents offered by the Perm anent Fund Corporation.



A laska Perm anent F on d  Corporation
P.O. Box 4-1000 Juneau. Alaska 99802-4100

(907)465-2047 Teie i C9946-323

March 23, 1990

Honorable H. A. 'Red* Boucher 
Chairman, House State Affairs Committee 
P.O. Box V 
Juneau, Alaska 99811

Dear Representative Boucher:

I am writing regarding the Permanent Fund bill which you 
have drafted to make certain technical and policy changes to 
the Alaska Permanent Fund Corporation enabling act. AS
37.13.

At our Board meeting of March 21, the Trustees reviewed a 
draft of the legislation and the following motion was 
adopted by a vote of A to 1:

"It is resolved that the Board of Trustees of the Alaska 
Permanent Fund Corporation agrees with the technical changes 
proposed in this bill as well os the general intent of the 
policy changes, and directs Corporation staff to work with 
the Committee and assist the members in their efforts to 
advance the legislation. In addition, staff is directed to 
keep the Trustees informed on a timoly basis of the progress 
of this bill and any substantive changes."

Red, let me make clear the Board’s position:

First, the Board supports timely legislative action on 
the recommendations of the Commission on the Future of the * 
Permanent Fund. Ue supported the process that the 
Commission used to come u p  with their recommendations, and 
we wish to be responsive to the legislature as it attempts 
to accomplish those recommendations.

Second, regar-ding this particular piece of legislation, 
there is full support for the technical changes being 
proposed. Although in our view, post Corporation practices 
have in every instance conformed to legislative intent, ue 
agree that existing statutory language can be improved to 
make that conformity perfectly clear.
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Representative Boucher 
March 23, 1990 
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Third, r< rding the policy changes, there are three 
points in particular I would like to-moke on behalf of my 
colleagues on the Board:

1) the Board supports “cumulative" inflation-proofing 
as an effective means to ensure that the purchasing power of 
Permanent Fund principal is fully preserved over the long 
term;

2) adoption of the sections amending the current list • 
of authorized investments would not adversely affect either 
the Board’s current asset allocation or its investment 
policies; and

3) the Board neither supports nor opposes the extension 
of the terms of Board members from four years to six years.

We would be pleased to provide- additional'testimony as 
requested.

With warm regards.

i.

John T. Kelsey 
Chairman,
Board of Trustees

T

cc: Members of the Board



PROPOSED AMENDMENTS TO 
CS FOR HOUSE BILL NO. 589 (STATE AFFAIRS)

Submitted to the House Finance Committee by the 
Alaska Permanent Fund Corporation on April 5, 1990

Amendment #1; A m e n d  Sec. 7 (Page 3, Lines 14-16) to read as 
f o l l o w s ;

(a) The prudent investor [MAN] -rule shall be applied by the 
corporation [BOARD] in the m a n a g e m e n t  and investment of [ALASKA 
PERMANENT] fund assets. The p r u d e n t  investor [MAN] -rule as 
applied to investments of the fund [CORPORATION] means that in 
m a k i n g  investments the corporation [BOARD] shall exercise the 
judgement etc.

Amendment #2: Amend Sec. 17 (Page 31, Lines 8-13) to read as
f o l l o w s :

Income available for d i s t r i b u t i o n  equals 21 percent of the 
net income of the fund [CORPORATION] for the last five fiscal 
years, including the fiscal year just ended, but may not e xceed 
net income of the fund [CORPORATION] for the fiscal year just 
ended plus the balance in the e a r nings reserve account [DESCRIBED 
IN AS 37.13.145].



SECTIONAL ANALYSIS OF CS FOR HOUSE BILL 589 (STATE AFFAIRS)

"An Act relating to the permanent fund, the Alaska Permanent 
Fund Corporation, and disposition of income from the 
permanent fund; and providing for an effective date."

Section 1: TECHNICAL/POLI CY —  W o u l d  ensure that the
interest e a rned on funds p l a c e d  in escrow 
during royalty l i t i g a t i o n  w o u l d  be deposited 
in Fund prin cipal a nd t r e a t e d  as principal. 
This is cited here as technical because it 
represents no change in current policy. That 
is the way the C o r p o r a t i o n  has always treated 
such money —  i n c l u d i n g  fiscal 1988 when the 
Corporation d e p o s i t e d  into principal all $146 
million r e c eived as p a r t i a l  settlement of the 
Dinkum Sands case. Nonetheless, by approving 
this section of the bill, the legislature 
would be m a k i n g  its first clear policy 
statement on the issue.

TECHNICAL —  Replaces [ALASKA PERMANENT FUND 
CORPORATION] w i t h  fund. In this case (and in 
all subsequent sections in which similar 
changes are m a d e ) , the purpose  is simply to 
clarify what was i n t ended when the Alaska 
Permanent F u n d  C o r p o r a t i o n  Act was originally 
enacted in 1980. Specifically, the change 
makes clear the d i s t i n c t i o n  between the 
"Alaska Permanent  Fund" w h i c h  comprises 
assets owned by the State of Alaska, and the 
"Alaska Permanent F u n d  Corporation" which is 
the government i n s t r u m e n t a l i t y  created to 
manage and invest t hose assets.

TECHNICAL —  See Section 1.

Section 4; TECHNICAL —  Recog n i z e s  that the purpose of
the cor poration is to m anage and invest the 
assets of the p e r m a n e n t  fund "and other funds 
design ated by law"; for example, the Science 
and Technology Fund.

Section 2:

Section 3:
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Section

Section

Section

Section

Section

Section

Section

Section

Section

Section

Section

5: POLICY •—  Extends the te rm of office for
public members of the Board from [FOUR] years 
to six years.

6: TECHNICAL —  See Section 1.

7; TECHNICAL —  See Section 1.

8: TECHNICAL —  See Section 1.

9: TECHNICAL —  See Section 1.

10: TECHNICAL -- (1) See Section 1. (2) Replaces
a sub-section relatin g to equity real estate 
investment which h a d  little real meaning with 
language which clearly spells out current 
Corporation policy.

POLICY —  (1) Removes from the Fund's list of 
authoriz ed investments those investments 
w h i c h  are not c o n s i d e r e d  by the Corporation 
to be of trust-grade quality and which have 
never been made by the Corporation. These 
include: Certificates of Deposit issued by 
A l a s k a  Savings & Loan Associations, Mutual 
Savings Banks and Credit Unions for which a 
r eadily-available secondary market exists; 
the g uaranteed portio ns of Small Business 
Administrati on (SBA) and Veterans 
A dmini s t r a t i o n  (VA) loans; and commercial 
m o r t g a g e s .

(2) Adds taxable municipal or state debt 
securities that are rated "AA" or better by a 
n ation a l l y - r e c o g n i z e d  rating service to the 
list of authorized investments.

11: TEC HNICAL —  (1) See Section 1. (2)
Confor ming amendments.

12: TECHNICAL —  See Section 1.

13: TECHNICAL —  See Section 1.

14: TECHNICAL —  See Section 1.

15: TECHNICAL —  (1) See Section 1. (2)
Confor ming amendments. (3) Clarifies that 
the investments w h i c h  are remo ved from the 
a uthorized list in Section 9 above may still
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be u s e d  as collateral under the Alaska Bank 
Certificate of Deposit program.

Section 16: TECHNICAL —  C onf orming amendment.

Section 17: TECHNICAL —  (1) See Section 1. (2)
Clarifies that income of the Fund includes 
income of the earnings reserve account as 
well as income of the principal.

Section 18: TECHNICAL —  Rewrites AS 37.13.145: (1) to
clarify original legislative intent and 
Corpora tion practice rega rding the annual 
d isposition of Fund income; (2) to bring 
(without substantive change) the section of 
law addressing the annual Permanent Fund 
Dividen d transfer from AS 43.23 into AS 
37.13; (3) to spell out the procedure used by
the Corporation in the annual inflation- 
proof i n g  transfer.

POLICY —  (1) Provides that the annual 
inflat ion-proofin g transfer shall be made 
from the earnings reserve account rather than 
from current year income as p r o vi ded for in 
existin g law.

(2) Adds a new section p r o v i d i n g  "cumulative" 
inflation-proofing. Under this provision, if 
there is a shortfall in inflation-proofing in 
any one year, at the e n d  of the next or 
subsequent year, —  after providing for that 
year's dividend and i nflation-proofing 
transfers —  the C o rporatio n shall transfer 
from the balance remaini ng in the earnings 
reserve account, the amount necessary to 
fully offset the effect of inflation on Fund 
p rincipal since and incl uding the shortfall.

Section 19: TECHNICAL — See Section 1.

Section 20: T ECHNICAL — See Section 1.

Section 21: TECHNICAL — See Section 1.

Section 22: TECHNICAL — See Section 1.

Section 23: TECHNICAL — See Section 1.

Section 24 TECHNICAL —  C onfor m i n g  amendment.



)

TECHNICAL —  Conforming amendment.

TECHNICAL —  Con for m i n g  amendment.

TECHNICAL —  Provides transitional language 
for the change in Board members' terms.

EFFECTIVE DATE —  July 1, 1990.

P r e p a r e d  by the Alaska Permanent Fund Corporati on on 
April 4, 1990.

i





(11)
Date Referred: A p r i l  11, 1990

Date of C o m m i t t e e  Action: *7,

F U R T H E R  REFERRALS:

T h e  F I NANC E C o m m i t t e e  considered: HB  590

H O U S E  B I L L  NO. 590 A P P R O P : I N H O L D I N G S , T I M B E R  R T S / K A C H E M A K  BAY
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Of f e r e d :  4 /1 1 /9 0  go0550hE
R e f e r r e d :  F i n a n c e

C
 Funding Information: General Fund $20,000,000

Other Funds -0-

$2 0,0 0 0 ,0 0 0

Original sponsor(s): Rules/Covernor

1 IN THE H OUSE B Y  THE RESOURCES COMMITTEE

2 CS FOR HOUSE BILL NO. 590 (Resources)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - SECOND SESSION

5 A  BILL

6 For an Act entitled: "An Act making a special appropriation to the Depart-

7 raent of Natural Resources for the purchase of the

8 inholdings of the Seldovia Native Association, and

9 the timber rights of the Timber Trading Company,

10 wi t h i n  the Kachemak Bay State Park; and pr oviding for

11 an effective date."

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

Q 13 * Section 1. LEGISLATIVE FINDINGS. (a) The legislature finds that the

14 K ac he mak  Bay State Park is an important s ce ni „ and recreational area and

15 that the inholdings wi t h i n  the park, if developed, would seriously compro-

16 mise the integrity of the existing park land. The legislature finds,

17 therefore, that it is in the interest of the state to acquire the inhold-

18 ings of the Seldovia Native Association, and the timber rights of the

19 Timber Trading Company, wi th in  the Kachemak Bay State Park.

20 (b) The legislature further finds that the value, to the state, of

21 the Seldovia Native Association's inholdings, and the timber rights of the

22 Timber Trading Company, w it h i n  Kachemak Bay State Park is $20,000,000.

23 * Sec. 2. The sum of $20,000,000 is appropriated from the general fund

24 to the Department of Natural Resources for the pu*"_hase of the inholdings

25 of the Seldovia Native Association, and the timber rights of the Timber

26 Trading Company, w i t h i n  the Kachemak Bay State Park  as identified in the

27 Preliminary Exchange Agreement dated June 30, 1989, as amended as of the

28 effective date of this Act, between the state, the Seldovia Native Asso-

29 ciation, and the Timber Trading Company.
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c r r i c r  z f  t h e  : o v c a . v c s  

J  C X  E A C

The H o no rable Tim K e l l y  
P r e s id en t  of the S e n a t e  
Alaska State L e g i s l a t u r e  
P.O. B ox V 
Juneau, A K  99811

Dear Mr. President:

Under the aut h or it y of art. Ill, sec. 18, of the Alaska 
C onstitution, I am t ra ns m i t t i n g  a bill that enables the 
state to acquire 37 square miles of inholdings within 
K a c h e m a k  Bay State Park. The bill appropriates 517,820,000 
to the D e p a r t m e n t  of N a t u r a l  Resources (DNR) to pu rc h as e all 
of S e l d o v i a  N a ti ve  A s s o c i a t i o n ' s  l.tnd and T i m b e r  Trading 
C o m p a n y ' s  timber on this land in the park.

For 15 years the st at e  has been working on v a r i o u s  land 
e xchange pr op osals to acq ui re  Seldovia Native A s s oc i at io n' s 
(SNA) 24,000 acres of inholdings that are w i t h i n  Kachemak 
Bay S ta t e Park. T he land was state-owned when the park was 
e s t a b l i s h e d  in 1970, b u t  then it was sub se qu en tl y  acquired 
by S NA u nd e r the A l a s k a  Native Claims Se t tl e m e n t  Act of 
1971. In 1S87, the t imber on a portion of SNA's land was 
sold to T i mb er  T r a d i n g  C o m p an y (TTC), a subsid ia ry  of Koncor 
Forest Products.

This 24 ,000-acre p a r c e l  lies south and east of C h i n a  Poot 
Bay, e x t e n d i n g  s ou th  to Sadie Cove. This land is in the 
c enter of Kac h em ak  B a y  State Park. China Poot Bay  has high 
fish an d w i l d li f e h a b i t a t  values. The land o w ne d by SNA has 
high r e c r e a t i o n  and sc enic values and lies d i r e c t l y  across 
K a c h e m a k  Bay from Homer.

C o m m e r c i a l  r e c r e a t i o n  d e v e l o p m e n t  and timber h a r v e s t  have 
been p r o p o s e d  on this land. Acquisition of SNA's land is 
cru c ia l to p r o t e c t  the public recreation, wildlife, and 
scenic va lues of the park. Since October 1988, DNR, SNA and 
TTC h a v e  been a c t i v e l y  involved in d e v e l o p i n g  a land 
exchange. DNR w as w o r k i n g  towards separate e x c h a n g e s  with 
SNA for the land a n d  TTC for the timber rights. Co ns is t e n t  
with A l a s k a  St at ut es  38.50, we had intended to submit a 
final exc ha n ge  a g r e e m e n t  to the Legislature for approval 
this session. E f f o r t s  to develop a final e x c h a n g e  agreement 
w e r e  sl owed b e c a u s e  of significant d i s a gr ee m en ts  over the 
a p p r a i s e d  value of the land.



T h e  H o n o r a b l e  T i m  K e l l y P a c e  2

An a p p r ai se r h i r e d  by SNA a r r i v e d  at two d i f f e r e n t  values 
of SNA's land in the par k —  S22.7 m i l l io n and 5 25 .6
million. We d i s a g r e e d  w i t h  b o t h  appraisals because the 
a p p r a i s e r  used o n l y  p a r k l a n d  as comparable p ro pe r t i e s  to 
set the value of SNA land. The appraiser made few 
a dj us t m e n t s  to c o m p a r a b l e s  to address d if ferences in size, 
location, and d a t e  of sale. D N R  contracted for an in­
de p e n d e n t  a p p r a i s a l  that v a l u e d  the land at 512 million, 
w h i c h  SNA d i s a g r e e d  with.

In February, DNR e s t a b l i s h e d  a n  appraisal r e v i e w  panel to 
r e n d e r  their o p i n i o n  of the v a l u e  of SNA's land. The panel 
c o n c l u d e d  the v a l u e  of SNA's land, with the t i mb er  still in 
place, is $17,820,000. A s s u m i n g  that the timber was cut on 
a p o r t i o n  of the land, the p a n e l  arrived at v a lu es  for SNA.'s 
land that ranged f r om  S11.62 to $15.49 million.

On F e b r u a r y  28, a f t e r  an e x c h a n g e  of offers, D N R  offered SNA
$15.49 million, the h i g h e s t  v a l u e  the panel arrived at 
a s s u m i n g  the t i m b e r  was h a r v e s t e d  on a portion of the land. 
SN A r e j ec te d this v a l u e  unless the state was w i l l i n g  to pay 
the full value in cash. SNA  w o u l d  agree to a land exchange 
o nl y if the state ag reed to p a y  a higher v a lu e for SNA's 
land. D N R  refus ed  to co ns i d e r  an exchange that v alued SNA's 
land h i g h e r  than $15.49 m i l l i o n  because appraisals have not 
s u b s t a n t i a t e d  a h i g h e r  value.

We a gr ee  that $ 1 7. 8 2 m i l l i o n  is an acceptable value for 
SNA's land. Th is  is at the hig h  end of the appraised 
values, but this is a d i f f i c u l t  parcel to appraise. This 
v a l u e  should be the same w h e t h e r  SNA's land is a cquired by 
e x c h a n g e  or t h r o u g h  a cash purchase.

I s u p p o r t  a ca s h p u r c h a s e  re c og n i z i n g  that pas t  land trade
e f f or ts  failed, in part, due to differing op in io ns  of the 
v al ue  of SNA's land. SNA w i l l  not negotiate an exchange 
th a t is based on fair m a r k e t  value, but is w i l l i n g  to sell 
its land for cas h at fair m a r k e t  value.

I r e q u e s t  that the l e gi sl a t u r e  appropriate the funds to 
p u r c h a s e  SNA's lan d and TTC's timber. The a m o u n t  of time, 
effort, and m o n e y  spent by the state, SNA, and the people of 
A l a s k a  over fift ee n years d em o ns t r a t e s  that there is public 
s u p p o r t  for m a k i n g  K a c h e m a k  Bay  State Park whole. The 
l e ng th  of time f u r t h e r  d e m o n s t r a t e s  how d i f f i c u l t  it has 
b e e n  to reach an ag r ee m e n t  s u ^ T ^ s  the one r e p r e s e n t e d  by 
this bill. I ur ge  your prortjfft and favorable a c t i o n  on this 
m e a s u r e .

I
ihcered

Cowper 
^Governor
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Referred: Resources, and finance

Funding Information: General Fund §17,820,000
Other Fundr -0-

§17,820,000

BY THE RULES COMMITTEE BY REQUEST Oh VMfc OOVERNOR

1 IN THE HOUSE

2 HOUSE B ILL NO. 590

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act making a special appropriation to the Depart-

7 ment of Natural Resources for the purchase of the

8 inholdings of the Seldovia Native Association, and

9 the timber rights of the Timber Trading Comoany,

10 within the Ka ch ema k Bay State Park; and pro vi di ng  for

11 an effective date,"
■

12 BE IT ENACTED BY THE L EGISLATURE OF THE STATE OF ALASKA:

13 * Section 1. L EGISLATIVE FINDINGS. (a) The legislature finds that the

14 Kache .ak Bay State Park is an important scenic and recreational area and

15 that the inholdings w it h i n  the park, if developed, would seriously compro-

16 mise the integrity of the existing park land. The legislature finds,

17 therefore, that it is in the interest of the state to acquire the inhold-

18 ings of the Seldovia Native Association, and the timber rights of the

19 Timber Trad in g Company, wit hin  the K ach em ak  Bay State Park.

20 (b) The legislature further finds that the value, to the state, of

21 the Seldovia Native Association's inholdings, and the timber rights of the

22 Timber T r a di ng  Company, wi th in  Ka ch em ak  Bay State Park is §17,820,000.

23 * Sec. 2 .  The sura of §17,820,000 is appropriated from the general fund

24 to the Department of Natural Resources for the purchase of the inholdings

25 of the Seldovia Native Association, and the timber rights of the Timber

26 Trading Company, w it h i n  the K ach em ak  Bay State Park as identified in the

27 Preliminary Exchange Agreement dated June 30, 1989, as amended as of the

28 effective date of this Act, between the state, the SeldovJa Native

29 Association, and the Timber Trading Company.

HB0590A -1- HB 590
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History:
Kachemak Bay State Park was created by the Alaska Legislature in 1970. The following 

year, the U.S. Congress passed the Alaska Native Claims Settlement Act (ANCSA), which entitled 
Alaska Natives to receive land as settlement of aboriginal land claims (including federal lands 
that had already been transferred to the state).

SNA selected and received title to over 29,000 acres of its .*NCSA settlement from lands 
within Kachemak Bay State Park. The SNA selections included key coastline and other high 
public use areas, including lands near China Poot Bay, one of the most beautiful and accessible 
sites within the park.

in 1979, a Memorandum of Understanding between SNA and the state Department of 
N atural Resources (DNR) was executed. Among other things, the memorandum committed the 
state and SNA to exchange SNA’s park inholdings for state land of equal value.

In 1983 and again in 1985, the state and SNA successfully completed two small land 
exchanges. Two larger exchange attem pts were unsuccessful, and further negotiations waned. At 
this writing, SNA still owns 23,642 acres within the park.

Recent Developments:
Roughly two years ago, it was disclosed that SNA had sold timber cutting rights on 15,400 

acres of its park inholdings as .well as othpr nearby SNA land to Koncor Forest Products Com­
pany, through its subsidiary Timber Trading Company (TTC).

With a twelve year timber harvest contract (from May 30,1987 until April 30, 1999), TCC 
planned to begin logging operations in the near future. These plans dismayed a number of people 
who appreciate the recreational and scenic values of Kachemak Bay State Park, and who want to 
see the integrity of the park preserved.

Almost immediately, a statewide grass roots effort to revive the trade started, and a new 
round of negotiations began. Participants included representatives from DNR, SNA, TTC, mem­
bers of the Kachemak Bay Citizen’s Coalition, and local representatives.

The first step in the revived exchange process was to assemble a pool of state land to offer 
SNA. Once DNR completed this, the next step was an appraisal of SNA’s land within the park.

An independent appraiser, under contract to SNA, arrived at two different values for 
SNA’s property within the park, depending on the potential for timber harvest was treated: $22.7 
million and $25.6 million. Market value of timber was considered in addition to this, and at one 
point, itie total value of the inholdings was estim ated to be in the area of $32 million.

DNR officials disagreed with the methods used by SNA’s appraiser, maintaining that these 
values were not substantiated. DNR then contracted for its own independent appraisal, which 
placed the land values a t $12 million. SNA disagreed with this value.

In February, an aihitration panel of three independent appraisers was selected by DNR 
and SNA to review the appraisals and render an opinion of the ’'alue of SNA’s property. Though 
SNA agreed to the panel, it did not agree ,o be bound by the panel’s results.

After some deliberation, the panel concluded that the value of SNA’s land, .vith the timber 
left in place, was $17.82 million. If timber on a portion of those lands were harvested, the value



for the land alone ranged from $11.62 to $15.49 million, depending on what assumptions were 
made rf ;rarding the impact of any potential timber harvest. SNA still felt these values were too 
low, but agreed to negotiate.

After an exchange of offers and counter-offers, an agreement was reached on February 28, 
1990. Under the terms of this accord, the state declared its willingness to purchase the balance of 
SNA’s lands within Kachemak Bay State Park for $15.49 million. Though the figure is a t the 
high end of the arbitration panel’s valuation, DNR concedes that it is a very difficult parcel to 
appraise. SNA has assented to this price only if the state makes an outright purchase of the 
property, not an exchange of land.

Timber:
TCC's timber within the park has been recently appraised as having a market v a  ue of $6.4 

million, and the DNR has been working on state acquisition of TTC’s timber within the park 
through an equal value timber exchange. State timber available for an exchange is limited. After 
considerable effort, TTC and the state agreed on two suitable parcels for an exchange: one near 
Thorne Bay on Prince of Wales Island, and the other a t Frederick Point on Mitkof Island, near Pe­
tersburg.

The Thorne Bay timber is primarily red cedar (44%) and western hemlock (41%), with 
some Sitka spruce (11%). At this time, market prices for red cedar are dropping, and it is ex­
pected this trend will continue. This price drop has affected negotiations between the stale and 
TCC. Additionally, there is some objection by Thome Bay residents to harvest in this area, 
though such objection may be lessened if harvest would result in construction of a road to T olstr 
Bay.

The Mitkof Island parcel is composed mainly of western hemlock (61%) and Sitka sprua 
(36%). The timber values are high, and the m arket for hemlock & spruce appears to be relativeL 
stable. However, substantial portions of Mitkof Island have already been harvested, and there is 
s tro n g  objection by Petersburg residents to any further harvest.

In light of the political reality that without approval from area residents, any exchange of 
timber (and subsequent harvest by TTC) of the Thome Bay and Mitkof Island areas will be very 
difficult to accomplish, another option has been chosen: the cash purchase of TTC’s timber within 
Kachemak Bay State Park.

Legislation:
House Bill 590 (and a Senate companion bill, Senate Bill 536) was introduced by the Gov­

ernor on March 28,1990. The measure provides an appropriation of $17.82 million tor the out­
right purchase of both land and timber inholdings within Kachemak Bay State Park.

What the State will Gain:
Seldovia Native Association's 23,642 acres are in the center of Kachemak Bay State Park, 

lying south and east of China Poot Bay, and extending southward to Sadie Cove. This comprises 
the "heart" of the park, and is noted as one of the most beautiful scenic areas in the state. Be­
cause of its high recreational values as well, state acquisition of these inholdings will protect and 
preserve the integrity of the park for generations to come.



Scenic and Recreational Values
A  la r g e  p o r t io n  o f  S N A ’s p a rk  in h o ld in g s  a r e  h ig h ly  v i s i b l e  from  H o m e r  and th e  K o m e r  S p it ,  w i t h  

C h in a  P o o t  B a y  b e in g  t h e  c e n t e r p ie c e  for  t h is  b r e a t h t a k in g  t a b le a u .  A  p h o t o g r a p h  o f  C h i n a  P o o t ,  t a k e n  
f r o m  t h e  H o m e r  s i d e ,  w a s  u s e d  b y  t h e  N a t i o n  G e o g r a p h i c  S o c i e t y  i n  i t s  1990 c a l e n d a r ,  “ S e a s h o r e s  
o f  t h e  W o r l d . ”  T h e  p ro p o sed  t im b e r  h a r v e s t  w o u ld  in c lu d e  m o s t  o f  t h e s e  s cen ic  u p lan d s .

S c e n ic  f l ig h ts  a n d  f ly - in  f i s h in g  t r ip s  are  co n ­
d u cted  b y  a t  l e a s t  t w o  H o m e r  b a s e d  f l ig h t  s e r v ic e s ,  
an d  t h e r e  a re  n u m e r o u s  c h a r t e r  b o a t  o p e ra to r s  o f fe r ­
in g  s c e n ic  an d  f i s h in g  t o u r s  o f  t h e  a r e a .  A  m a jo r  c o m ­
m e r c ia l  lod g e  is  lo c a ted  a t  C h in a  P o o t  B a y ,  d ir e c t ly  
a c ro s s  from  S N A ’s lan d , an d  th e  C e n t e r  fo r  A la s k a  
C o a s t a l  S t u d i e s  is  lo c a t e d  on t h e  I s la n d  P e n in s u la  
b e t w e e n  P e t e r s o n  b a y  a n d  C h in a  P o o t  B a y .  T h e r e  are  
s m a l l e r  lod g es ,  p r i v a t e  r e s id e n c e s  a n d  c a b in s  lo c a ted  
a lo n g  P e t e r s o n  B a y ,  N e p t u n e  B a y ,  S a d i e  C o v e  an d  
H a l ib u t  C o v e .  M o s t  p a r k  u s e r s  f e e l  s t r o n g ly  t h a t  a n y  
lo g g in g  o f  th is  p r is t in e  a r e a  w o u ld  t h r e a t e n  th e  p r i ­
m a r y  u s e s  o f  t h e  p a r k ,  w h ic h  a r e  b a s e d  on f i s h in g  and 
t o u r is m .  T h e  co m m on  fo cu s  o f  th e  H o m e r  and K a c h e ­
m a k  B a y  c o m m u n it ie s  is  to e n h a n c e  an d  e n c o u r a g e  
g r e a t e r  r e c r e a t io n a l  o p p o r t u n i t i e s ,  w h i l e  r e t a in in g  th e  
w i l d e r n e s s  v a l u e s  o f  t h e  p a rk .

«M o s t  r e c r e a t io n a l  u s e  o f  K a c h e m a k  B a y  S t a t e  
P a rk  is  c o n c e n t r a t e d  on or a d ja c e n t  to w a t e r  - p le a s u r e  
b o a t in g ,  sp o r t  f is h in g ,  c la m  d ig g in g ,  k a y a k in g ,  c r a b ­
b ing , s h r im p in g ,  b e a c h c o m b in g ,  p h o to g ra p h y ,  s c u b a  
d iv in g  a n d  w i ld l i f e  o b s e r v a t io n .  V i s i t o r  u se  f ig u r e s  for 
K a c h e m a k  B a y  S t a t e  P a r k  a r e  h a rd  to d e t e r m in e ,  and 
a r e  in c o m p le te ,  b u t  a n n u a l  v i s i t o r  u s e  d a y  co u n ts  
t a k e n  d u r in g  p e r io d s  fro m  1982 to  1989 r a n g e  from  
21,444 ( s e v e n - m o n t h  p er io d  in  1982) to  27,134 ( four- 
m o n th  p er io d  in 1987). A  v i s i t  to  th e  b a y  on a n y  
s u m m e r  d a y  m a k e s  i t  o b v io u s  t h a t  th e  p a rk  is  o n e  o f  
t h e  m o s t  h e a v i l y  u s e d  r e c r e a t io n a l  a r e a s  in s o u t h c e n ­
tra l  A la s k a .

S in c e  m a n y  b e a c h  a r e a s  p ro v id e  f ire w o o d ,  t e n t  
s i t e s ,  a n d  o c c a s io n a l  d r in k in g  w a t e r ,  t h e y  a r e  im p o r ­
t a n t  fo ca l  p o in ts  for  r e c r e a t io n a l  a c t i v i t i e s ,  in c lu d in g  
p ic n ic k in g ,  c a m p in g  a n d  h ik in g .  M a n y  o f  th e  e x is t in g  
t r a i l h e a d s  in th e  p a r k  ( s e e  F ig .  2) a r e  lo c a te d  on 
b e a c h e s ,  a n d  t h u s  a r e  e n t r y  p o in ts  fo r  o th e r  u p lan d  a c ­
t i v i t i e s  - h u n t in g ,  b a c k p a c k in g ,  m o u n ta in e e r in g  an d  
sk ng. A s  th e  tra i l  s y s t e m  im p r o v e s ,  b a c k p a c k in g  is  
b e c o m in g  m o re  p o p u la r ,  an d  im p r o v e d  a c c e s s  h a s  
s p u r r e d  an  i n c r e a s e  in  m o u n t a in e e r in g  an d s k i in g  on 
t h e  p a r k 's  m a n y  s n o w f ie ld s  an d  g la c ie r s .

N a t u r a l  f i s h  r u n s ,  co m b in e d  w i t h  D ep t ,  o f  F i s h  
&  G a m e  e n h a n c e m e n t  p r o g r a m s ,  p ro v id e  f i s h in g  op­
p o r tu n i t i e s  t h a t  a t t r a c t  la r g e  n u m b e r s  o f  b o th  sp o r t  
and c o m m e r c ia l  f i s h e r m e n  to K a c h e m a k  B a y  w a t e r s .
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Time to deal
State should buy Kachemak park inholdings

To appreciate how Komer-area residents feel about 
Kachemak Bay S tate Park, consider an analogy to 
Anchorage’s Bicentennial Park. Several proposed 
developments in the city's midtown wilderness park 
have stirred  angry opposition. But imagine the outcry 
if a private company owned Bicentennial P ark ’s 
tim ber and wanted to turn  loose the chainsnws.

That gives some sense of how people near Homer 
feel about the possibility that the jewel of a park 
across the bay will be logged. And that prospect is no 
i d l e  threat. Seldovia Native Association o w l s  -.-'me 
25,000 acres in the park. The firm has already sold 
tim ber rights on one-sixth of the lands.

The state would like to protect the park. To do so. 
It’s been trying to work a land exchange with the 
Seldovia firm for some 13 years without success,

But now comes hope a deal can be done. The state 
has dropped the idea of a land trade in favor of 
paying cash. A new state estim ate of what Seldovia’s 
land Is w orth has brought the two sides closer 
together than ever.

There’s just one large hurdle left: The legislature 
must agree to fund the park purchase. Lawmakers 
should seize the moment.

Gov. Cowper is asking for $17.8 million. That’s not 
as much as the Seldovia firm and its tim ber partner 
want, but i t ’s more than the land Is worth as tim ber 
property. The three parties can fine-tune the price as 
the legislature reviews the funding proposal.

F a ilin g  to  s tr ik e  a deal w ill have b i t te r  
consequences. Any logging will disrupt China Poot 
Bay, one of the area’s most popular and sensitive 
ertuaries. A ugly scar will sit for all to see on the 
Homer side of the bay. As state parks director Neil 
Johannsen points out, the inevitable backlash could 
jeopard ize public support for m ore app rop ria te  
logging projects.

But the situation needn't become so poisoned. Both 
sides agree the land's highest and best use is a park. 
The state is w illing to pay a price that reflects that 
fact.

The legislature should give the parks division 
e n o u g h  money to show the state is serious about a 
deal. If the two sides will then quit haggling over the 
price, Seldovia Native Association will have a solid 
deal for its shareholders and Kachemak Bay State 
Park will get the protection it deserve*.
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ANALYSIS

Section 1 of this bill would give AIDEA the authority to issue up to $50 million 
in bonds for the acquisition, design and construction of a multi-bay aircraft 
maintenance facility located at Anchorage International Airport to be owned by 
the authority.

Preliminary cost estimates range from $25 million to $50 million, with the final 
cost depending on the number of users and their requirements.

o Development Schedule

The project development sequence is as follows:

Phase I - obtain airline consensus and commitments

Phase It - design de' dlopment and permitting

Phase m  - construction

It is expected that Phases I and II would be completed in 1990 
and Phase ID in 1991.

Section 2 of this bill would exempt AIDEA from the competitive bidding 
r equirements of the state procurement code (AS 36.30) for contracts related to 
airport construction. The exemption would give the project the same status 
under the procurement code as other airport projects undertaken by the 
Department of Transportation and Public Facilities (see AS 36.30.850(b)(8)).

This would allow the delegation to users the responsibility for the design and 
construction facilities that are intended for a special airport use. This approach 
recognizes that the state and primary users are partners in the project and that 
the facility should h 3 designed with the special needs of the user in mind. The 
state also benefits by extracting indemnification from the user for any liability 
related to the performance under the delegation.

No separate legislative appropriation is required for AIDEA to issue tbe revenue 
bonds; therefore, the fiscal note is zero.

6663D/040290a
Page 2 of 2



Referred: Transportation, and Finance . .

BY THE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

c

1 IN THE HOUSE

2

3

4

5

HOUSE BILL  NO. 594 

IN THE LEGISLAT UR E OF THE STATE OF AL AS KA 

SIX TEENTH L EG IS LATURE - SECOND SESSION 

A  BILL

6 For an Act entitled: "An Act authorizing the Al ask a Industrial Development

7 and Export Auth or it y to issue bonds for an aircraft

8 m ai nt enance facility located at the Anchorage Inter-

9 n at ional Airport; granting the authority an exerption

10 ’ from the state procurement code for contracts

11 re lating to airports; and providing for an effective

12 date."

13 BE IT ENACTED BY THE L E G I S LAT UR E OF THE STATE OF ALASKA:

14 * Section 1. The A l a s k a  Industrial Development and Export Au thority may

15 issue bonds to finance the acquisition, design, and construction of a

16 m ulti-bay aircraft ma int en an ce  facility located at Anchorage International

17 Airport, to be owned by the authority. The principal amount of the bonds

18 may not exceed 950,000,000. This section grants the legislative approval

19 required by AS 44.88.090 and 44.88.172(c).

20 * Sec. 2. AS 36.30.850(b)(8) is amended to read:

21

22

23

24

25

(8) acquisitions or disposals of property or other contracts 

relating to airports u nder AS 02.15.070, 02.15.090, [AND] 02.15.091^ 

and AS 4 4 . 8 8 ;

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

<L
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TO: S e n a t o r  J o h n e  Binkley, C o - c h a i r m a n
S e n a t o r  R i c k  Uehling, C o - c h a i r m a n  

'"'Finance Committee

FROM: N a n c y  Quint o
S e c r e t a r y  cf the S e na te

RE: E x e c u t i v e  O rd er  No. 72

T h e  P r e s i d e n t  h a s  r e f e r r e d  E x e c u t i v e  O r d e r  No. 72 
( t r a ns fe r ri ng  the r a t e - s e t t i n g  a n d  som e  o t h e r  relat ed  
f u n c t i o n s  of t he M e d i c a i d  R a t e  C o m m i s s i o n  to the D ep ar tm en t  
of h e a l t h  a nd Social Services) t o  y o u r  committee.

S e c t i o n  23, A r t i c l e  III of t h e  C o n s t i t u t i o n  states:

T h e  g o v e r n o r  m a y  mak e c h a n ge s in t h e  o r g a n i z a t i o n  
of t h e  ex ec ut iv e  b r a n c h  o r  in t h e  a s s i g n m e n t  of 
f u n c ti o ns  among the e x e c u t i v e  b r a n c h  or in the 
a s s i g n m e n t  of functions a m o n g  its u n i t s  w h i c h  
h e  c o n s i d e r s  n e c e s s a r y  f o r  e f f i c i e n t  
admini st ra ti on . W h e r e  t h e s e  c h a n g e s  r e q u i r e  the 
f o rc e of law, t he y shall b e  set f o r t h  in ex ec ut i ve  
orders. T h e  legis la tu re  shall h a v e  s i x t y  da ys  of 
a r e g u l a r  session, or a full s e s s i o n  if of shor te r  
duration, to di sa pp ro ve  t h e s e  e x e c u t i v e  orders. 
U n l e s s  d i s a p p r o v e d  by r e s o l u t i o n  c o n c u r r e d  in b y  a 
m a j o r i t y  o f  the m e m be rs  in j o i n t  session, these 
o r d er s b e c o m e  effective at a d a t e  t h e r e a f t e r  to be 
d e s i g n a t e d  b y  the governor.

A t t a c h m e n t



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 O  N E A 0

J a n u ar y 9, 1989

T h e  H o n o r a b l e  T i m  K e l l y  
P r e s i d e n t  of the S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
Juneau, A K  99811

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

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 23, of the A l a s k a  C o n s t i­
tution, I am t r a n s m i t t i n g  E x e c u t i v e  O r d e r  No. 72, tr an sf e r r i n g  
the r a t e - s e t t i n g  function, and some o t h e r  r e l a t e d  functions, r e­
g a r d i n g  h o s p i t a l s  a nd l o n g - t e r m - c a r e  f ac il i t i e s  u nder the 
m e d i c a i d  a nd g e n e r a l  r e l i e f - m e d i c a l  p r o g r a m s  fro m the M e d i c a i d  
R a t e  C o m m i s s i o n  to the D e p a r t m e n t  o f  H e a l t h  and Social Services. 
In line w i t h  that t ra nsfer, and in r e c o g n i t i o n  t h a t  the c o m m i s­
sion w i l l  b e  p r o v i d i n g  a d vi ce  to the d e p a r t m e n t  on rate-setting, 
t he E x e c u t i v e  O r d e r  c h a n g e s  the name o f  the c o m m i s s i o n  to the 
M e d i c a i d  R a t e  A d v i s o r y  Commission.

T h e  O r d e r  r e a s s i g n s  t he fun ct io n of r a t e - s e t t i n g  to the d e p a r t­
ment, to link it w i t h  the d e p a r t m e n t ' s  p o l i c y - s e t t i n g  and b u d g e t­
ing f u n c t i o n s  for the t wo programs, thus i n c r e a s i n g  o v e ra ll  e f f i­
ci e n c y  in the a d m i n i s t r a t i o n  of t h e s e  c l o s e l y  in te gr a te d 
f u n c t i o n s .

T h i s  t r a n s f e r  w i l l  a l l o w  the state to t a k e  e f f e c t i v e  m a n a g e m e n t  
c o n t r o l  so th a t r at e s set, in the a gg re ga t e,  m e e t  federal s t a n­
dards, thus a s s u r i n g  tha t the  r e c e i p t  o f  fed er al  m o n e y  u n d e r  the 
m e d i c a i d  p r o g r a m  is n o t  put in q u e s t i o n  b y  the r a t e - s e t t i n g  p r o­
cess. A d d i t i o n a l l y ,  this t r a n sf er  w i l l  e n a b l e  b e t t e r  m a n a g e m e n t  
of the r e s o u r c e s  t h a t  A l a s k a  a ll ocates to the in s ti t u t i o n a l  care 
o f  its n e e d y  c i t i ze n s and for bet-* er e v a l u a t i o n  of the e f f e c t i v e­
ness of t h o s e  services.


