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Investment From Japan essential 

to Diversification of State Economies
—A Report on Keidanren Investment Mission 

to the U.S. (Alaska, Hawaii)—
By H ideo Ishihara

Leader of Keidanren Investment Mission to the U.S.Managing Director. Industrial Bank of Japan

1. Background and  Purpose
Japanese direct investm ent in the 

United States has increased sharply 
in the past few years against a 
background o f the rap id  and steep 
appreciation o f  the yen. In fiscal 
1987, such investm ent reached $14.7 
billion, accounting fo r 44 percent o f 
Ja p a n ’s to ta l overseas direct invest­
m ent, according to  the  statistics 
com piled on  the basis o f  reports 
subm itted by investing entities, 
although the rate o f  grow th fell to 
45 percent from  88 percent in fiscal 
1986.

Keidanren has been m aking ef­
fo rts  over the years to  prom ote 
overseas direct investm ent, in the 
belief that such investm ent will help 
to  correct trade im balances in the 
long run and m itigate trad e  frictions 
w ith the U .S . and  o th e r countries. 
A s part o f  these e ffo rts , this 
organization sent investm ent m is­
sions to  23 states o f  A m erica in 
1984, to  16 states in  1986 and to  five 
in  1987. In addition , we have m ade 
consistent efforts to  seek abolition 
o f  the worldwide u n ita ry  tax , a  m a­
jo r  im pedim ent to  d irect investm ent 
in  the U .S . Substantial progress was 
m ade tow ard the reso lu tion  o f  this 
problem  in 1986 w hen the state 
legislature o f  C al fom ia  passed an 
am endm ent bill.

The rapid rise in investm ent in the 
U .S ., however, is causing concern 
ab o u t possible frictions related to 
investm ent, such as lack o f  harm ony 
between investing co rpora tions and

local com m unities. In these cir­
cum stances, the Council for Better 
Investm ent in the U.S. was created 
in A pril this year by succeeding to 
the W orldw ide Unitary Tax C oun­
cil. T h e  new council aims to  deal 
w ith th e  rem aining problems related 
to  the un itary  tax and to  identify 
problem s related to  U .S. investment 
and  study  ways to  cope with such 
problem s.

T he la test m ission visited A laska 
and  H aw aii from  Septem ber 4 to 
Septem ber 13 to  obtain firsthand in­
fo rm atio n  on  the investment climate 
in  the tw o  states and on  problem s 
related  to  investm ent in these states. 
A n o th e r purpose o f  the mission was 
to  find  o u t how these states perceiv­
ed the grow ing concerns o f  Japanese 
investm ent in the U.S. generally — a 
sen tim ent th a t had intensified since 
the  year before .

2. Im pressions o f  the States 
V isited

(1) G eneral Im pressions
T he sta tes o f  Alaska and Hawaii 

a re  very d ifferen t, when com pared 
in  term s o f  the  level o f  Japanese 
d irect investm ent. In Alaska, only a 
sm all n um ber o f  investments have 
been m ade in  the field o f  natural 
resources. In H aw aii, by contrast, a 
considerab le  num ber o f  investments 
have been m ade, particularly in the 
a rea  o f  tourism .

W e w ere impressed during the 
visits, how ever, by the fact that the 
tw o s ta tes have a num ber o f  ex­

trem ely im portant th ings in com ­
m on. F irst, both  sta tes are 
geographically separated  from  the 
o ther 48 states. Second, b o th  are the 
newest states o f  A m erica, A laska 
being the 49th state an d  H aw aii the 
50th. People in A laska call the 48 
states the  “ lower (sou thern ) 48 
s ta tes.”  In Haw aii, these sta tes are 
collectively called the  “ m a in lan d ."  
These characteristics o f  A laska  and 
H aw aii have had  significant effects 
o n  econom ic activities in  these 
states. In  particu lar, they have a 
strong desire to  expand  econom ic 
exchanges not only w ith the  o th e r 48 
states bu t also with coun tries in the 
Pacific econom ic reg ion , especially 
Ja p a n . The w arm  w elcom e we 
received in the tw o sta tes w as an  ex­
pression o f  this desire. W e believe 
th a t now  is the tim e fo r Ja p a n  to 
strengthen its econom ic relations 
w ith bo th  states.

Industrial developm ent needs to 
be prom oted both  in  A laska  and 
H aw aii by taking advantnge o f  their 
geographical characteristics. A laska 
is situated at an alm ost equal
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distance from  T o kyo , New York 
and  m ajo r citjes in E urope, while 
H aw aii is located in the  center o f  the 
Pacific. To cite a specific example. 
Federal Express has decided to  use 
A nchorage as the h u b  o f  its interna­
tional parcel delivery services. In ad ­
d ition , a plan to  open  a securities 
m arket in Hawaii is being studied 
since such trading can  be conducted 
on  the basis o f  tim e differences be­
tween T okyo an d  New York. 
Hawaii also has the  potential to 
develop an education  industry since 
it can serve as the cultural bridge 
between East and W est.

Both states are aim ing to “ diver­
sify”  their econom ies — an im por­
tan t fact which should  be taken into 
account when J a p a n ’s economic 
relations with them  are  considered. 
A laska, whose econom ic structure is 
trad itionally  o rien ted  tow ard oil and 
o th e r natural resources, has been hit 
hard  by the fall in  c rude  oil prices. 
C onsequently , a  m a jo r challenge for 
th a t state is to  correct the excessive 
dependence on oil an d  o ther natural 
resources. A laska’s efforts tow ard 
econom ic diversification are evident 
in , for exam ple, th e  fact that the 
governor o f  the s ta te  is taking the 
initiative iu  review the worldwide 
un itary  tax and  thereby  facilitate 
foreign direct investm ent in the 
s ta te .

In  H aw aii, a lthough  the im por­
tance o f  p rom oting  the tourism  in­
dustry  is recognized, effo rts  are be­
ing m ade to  streng then  the eco­
nom ic structure  th ro u g h  diversifica­
tio n  o f  the econom y, specifically 
th ro u g h  developm ent o f  high- 
technologies such as oceanic 
technologies, in ligh t o f  the sta te ’s 
geographical and o th e r advantages. 
A lthough investm ent in  real estate 
has elicited som e criticism , we ob ­
ta ined  the im pression th a t the sta te  
governm ent believes th a t investm ent 
from  Jap an  has a large ro je  to  play 
in  the developm ent o f  the H aw aiian 
econom y, and  th a t continued ex­
pansion  o f  such investm ent is to  be

welcomed.
(2) Impressions in Each S tate

Som e o f the im pressions we gain­
ed during our visits to  tlie tw o states 
will be described in m ore detail on a 
state-by-state basis:
1) Alaska

T he purpose o f our visit to  A laska 
was to  conduct a survey on the in­
vestm ent climate there, including 
the worldwide unitary tax problem .

Regarding the w orldwide unitary  
tax , we were encouraged by the fact 
that the state government, from the 
governor on down, is very positive 
about reviewing it. In fact, the 
governm ent is already d rafting  an 
am endm ent bill. At a luncheon he 
hosted, G overnor Cow per stated 
tha t Alaska has m ade efforts to  ex­
pand  trade and investm ent relations 
with Jap an  ever since it becam e the 
first state o f  Am erica to  open  a 
representative office in Jap an  in 
1964. As for the w orldwide unitary  
tax , he expressed an  in ten tion  to  
review it by taking in to  account the 
views o f  Japanese business leaders 
including M r. A kio M orita , Vice 
C hairm an o f Keidanren and  C h air­
m an o f  the Council for B etter In ­
vestm ent in the U .S.

How ever, the situation  su rro u n d ­
ing this tax problem does no t w ar­
ra n t optim ism  since som e m em bers 
o f  the  state legislature are  said to  be 
reluctan t to  change the curren t 
system . In  the background o f  such 
negative attitudes is the  fact th a t the  
cu rren t unitary tax system  m akes it 
possible fo r oil com panies m aking 
large profits in the sta te  to  reduce 
th e ir tax burden. The sta te  govern­
m ent w ants to  lure m ore investm ent 
from  abroad by in troducing the  
w ater’s edge m ethod. A t the sam e 
tim e, however, it is concerned abo u t 
the possible impact o f  a  tax change 
on  the oil industry, which is playing 
a  key role in the state econom y. 
U nder the present circum stances, 
the governm ent is studying a revi­
sion  on  the condition tha t the tax 
w ould apply to  the oil industry as an

exception to the rule. Since the 
am endm ent bill now  in the works is 
likely to come up for debate in the 
sta te  legislature opening in January  
next year, we need to  keep a close 
watch over fu ture developm ents 
concerning the bill.

During the discussions on the 
unitary tax, the following question 
was often asked: Will Japanese in­
vestm ent in A laska increase if  the 
tax is changed? O u r answ er to  the 
question was tha t no t only the tax 
system but also various o ther fac­
to rs are taken in to  account in the 
m aking o f  investm ent decisions. We 
believe that the A laskan side 
understood our position , at least to 
som e extent. H ow ever, since a 
change in the unitary  tax would 
cause a d rop  in tax revenue, it is 
necessary for us to  w ork ou t a m ore 
convincing answer to  this question, 
which is expected to  be asked time 
and again in fu tu re  discussions on 
this problem .

In the past, econom ic relations 
between Japan  and  A laska have 
centered on trade in m ineral and 
fishery resources, fo restry  p roducts, 
paper and  pulp. T he only  notable 
case o f  Japanese d irect investm ent is 
A laska Pulp. C urren tly , there are 
several Japanese investm ent p ro j­
ects in the fields o f  coal exploration 
and  resort developm ent, an d  there 
are  great expectations fo r these 
projects.

However, close a tten tio n  m ust be 
paid  to  the question o f  environm en­
tal regulation in  the im plem entation  
o f  these pro jects since loca1 
residents have a  keen in terest in the 
protection o f  the n a tu ra l env iron­
m ent, one o f  the g rea t physical 
assets o f  the sta te . O n this po in t, 
M s. Brady, the com m issioner for 
natural resources, s ta ted  th a t no 
developm ent pro ject can  be initiated 
w ithout the consent o f  local 
residents. In o rder to  o b ta in  such 
co.. at, the sta te  governm ent hold 
public hearings. O nly  a fte r the 
understanding o f  residents is ob ta in -
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ed, can the legislature proceed to  
take action. This process o f  building 
a consensus naturally takes time.

D uring the visit to Alaska the m is­
sion conducted a tou r o f  the A laska 
Pulp  plant in Sitka, a small coastal 
city. The p lant, a pioneering exam ­
ple o f  Japanese direct investm ent in 
the U .S .. has been in operation since 
1959. The com pany has as m any as 
360 local people on its payroll and  
thus m aintains close relations with 
the local com m unity. H owever, it 
experienced a labor dispute and 
learned valuable lessons in the p ro ­
cess. We also had much to  learn 
from  its experience regarding labor 
problem s, relations with the local 
com m unity and other relevant m a t­
ters. The knowledge we obtained 
during the tour will help greatly, we 
believe, to  prom ote activities o f  the 
C ouncil For Better Investm ent in 
the U .S.
2) Hawaii

Hawaii has deep historical re la­
tions with Japan , as shown by the 
factor that about one-fourth  o f  the 
s ta te ’s population (about I m illion)

, are o f  Japanese descent. A lso , one 
in five tourists from  outside Ha waii 
is Japanese, and Japanese visitors 
account for one-third o f  the  total 
revenue from  tourism .

T hus Japan  m aintains a con­
spicuous presence in H aw aii, as 
com pared with o ther state* o f  
A m erica. Regarding Japanese in ­
vestm ent in the sta te , the reaction  
was generally favorable except in a  
few cases, and  m ost people wr: m et 
expressed hope th a t investm ent 
w ould be expanded. G overnor 
W aihee, stated  during  a m eeting 
with us tha t H aw aii always 
welcomes foreign investm ent and  
tha t investm ent from  Jap an  is m ak ­
ing a  m aterial con tribu tion  to  
econom ic developm ent in the sta te . 
C oncerning real estate investm ent 
aim ed a t speculation, the governor 
stated, that ii is a  mail er o f  concern, 
as in Jap an , and expressed hope tha t 
investm ent would increase in  ways

that w ould prom ote the develop­
m ent o f  th e  state econom y.

Japanese  enterprises, including 
their affilia tes, already occupy an 
im portan t position in the Haw aiian 
econom y, an d  they have paid close 
a tten tion  to  relations with the local 
com m unity  since they expanded into 
the sta te . W e were inform ed that the 
Japan  C lub  was m aking greater con­
tribu tions to  the local com m unity, 
including a  S500.000 donation  m ade 
last year to  the A loha U nited W ay, 
the H aw aiian  branch o f  the United 
W ay, a nonprofit organization 
whose business it is to collect d o n a­
tions from  across the U.S. The visit 
to  Haw aii was o f  great significance 
to the activities o f the Council For 
Better Investm ent in the U .S . since 
m aintain ing harm onious relations 
with local com m unities is one o f  the 
key objectives o f  the council.

The s ta te  o f  Hawaii welcomes 
foreign d irect investm ent in a range 
o f  fields from  the point o f  view o f  
prom oting the  diversification o f  the 
local econom y. For exam ple, 
Hawaii is prom oting projects to 
build com m unications facilities ta k ­
ing advan tage o f  its geographical 
position as the sta te  situated  in the 
center o f  the  Pacific , to  construct a 
base for space facilities on  Hawaii 
Island an d  to  develop oceanic 
technologies on O afu  and  M aui 
islands.

In  ad d itio n , a w aterfron t re­
developm ent project is under way in 
H onolulu  Bay and  adjacent areas. 
M em bers o f  the  mission had  the op­
portun ity  to  observe som e o f  the  
redevelopm ent w ork in progress on 
a boat to u r  o f  the bay. T he pro ject 
is designed to  develop a bay area o f  
1,550 acres stretching along a  6-mile 
coastline by  1989 with the  state 
governm ent taking the initiative.

It needs to  be noted, however, 
tha t developm ent projects in H aw aii 
are subject to  various restrictions as 
In A laska. T o  take the w aterfron t 
developm ent project as an  exam ple, 
efforts are  being m ade to  o b ta in  the

understanding o f  the local com ­
m unity. We learntrd that because of 
stringent restrictions, new develop­
ment projects a re  avoided and ac­
quisitions o f  existing areas and 
facilities are preferred  in many 
cases.

The education  industry is another 
area tha t seems to  hold out much 
prom ise. In this connection , the 
m ission visited the  Jap an  America 
Institu te o f  M anagem ent- Science 
(JA IM S), which is m anaged with 
the support o f  Fujitsu L td . The in­
stitu te is conducting a Japanese 
language program  fo r Americans 
and scholarship students from 
Southeast A sia, in add ition  to a 
reorien tation  program  for 
employees taking up overseas 
assignm ents. C onsidering that 
H aw aii is a cross-cultural center 
w here people from  th e  East and 
W est m ingle, it is expected th a t such 
global educational activities will 
produce highly satisfac to ry  results.

3. F u ture  P rospects
The grow th o f  Japanese direct in­

vestm ent in  the  U .S . has elicited 
criticism  from  som e Am ericans 
since late last year. A t the level of 
individual sta tes, how ever, such in­
vestm ent is generally welcom ed. In 
A laska, as described above, foreign 
investm ent, particu larly  from 
Ja p a n , is being encouraged as an 
essential m eans o f  achieving 
econom ic d iversification. In 
H aw aii, to o , Jap an se  investm ent is 
appreciated  generally from  the same 
s tan d p o in t, a lthough there have 
been som e undesirable cases of 
speculative real estate investm ent. 
Id th e  case o f  A laska, how ever, in­
fo rm atio n  o n  the  sta te  as host to 
foreign investors is no t yet suffi­
ciently available since it is relatively 
recently th a t the  sta te  showed a 
positive a ttitude  tow ard  foreign in­
vestm ent. T he m ove to  revise the 
un itary  tax is a m anifestation  o f the 
positive a ttitu d e  which the state 
governm ent takes tow ard  Japanese
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visited is a good example o f  global '  
educational institutions where peo­
ple from various parts o f  the world 
can learn about the economics and 
cultures o f  .the U .S. and Japan.

4. Acknow ledgem ents
In sending the mission to Alaska 

and Hawaii we received generous 
cooperation  and support from the 
governors o f  the  two states, o ther 
officials o f  the sta te  and municipal 
governm ents, private econom ic 
organizations, the Japanese C o n ­
sulate G eneral, Japanese co rpo ra­
tions in the two states and their 
representative offices in Japan. We 
also ob tained  the cooperation of 
representatives from  member co m ­
panies w ho participated actively and 
enthusiastically in the mission 
th roughou t the tightly scheduled 
trip . I w ould like to  express my deep 
gratitude for the  cooperation and 
support extended to  us and look fo r­
ward to  continued guidance and 
support.

co rpo ra tions. We believe th a t 
A laska will be cited m ore often  as a 
candidate  for Japanese investm ent 
if  a tax change leads to a b e tter 
understanding  o f  the investm ent 
clim ate on the part o f  Japanese 
co rpora tions.

O ne thing notable about A laska is 
th a t the sta te  is rich in undeveloped 
tourism  resources as well as in 
na tu ra l resources. W ith the 
Japanese people becom ing increas­
ingly aw are o f  the need to  im prove 
the quality  o f  life, the natu ra l en ­
vironm ent in A laska is a great a t ­
trac tion . A plan to  hold various in ­
ternational conferences in the state 
is worth considering, since it is 
located at an alm ost equal d istance 
from  Jap an , the continental U .S . 
and  E urope. Through such moves 
th e  Japanese will have a deeper 
understanding  o f  and a greater sense 
o f  affin ity  tow ard A laska an d , as a 
resu lt, possibilities fo r investm ent in 
a  variety o f  fields will likely 
increase.

As for H aw aii, possibilities for in­
vestment in areas o th e r than  tourism 
have tended to  be overlooked 
because the im age o f  the state as a 
tourist resort is to o  strong. One in­
teresting possibility is the establish­
ment o f a securities m arket in 
Hawaii, which is situated  between 
Tokyo and New Y ork. Given such 
prospects, it is im portan t, we 
believe, for the sta te  to  select certain 
priority areas and  publicize their 
strong points to  w ould-be foreign . 
investors.

There is also a grow ing need to 
m aintain harm onious relations with 
local com m unities, at a tim e when 
Japanese direct investm ent in the 
U.S. is expanding rapidly. Hawaii 
has an im portant role to  play in this.
If Japanese businesses learn from 
their experience in this friendly state 
and apply the lessons they have 
learned to  their activities in other 
parts o f the U .S ., then  such efforts 
will produce useful and  beneficial 
results. In this sense, the JA1MS we

Japan Travel-Phone
When you need English-language 
assistance or travel information, 

call the Travel-Phone
Tokyo 
Kyoto

WHAT IS THE TRAVEL-PHONE?
While traveling In Japan, you might have torn* dilllcutty in 
communicating with local paopta or need more detailed 
Information on tha places or attractions you want lo  sao. The 
Japan Traval-Phona is your helping hand to an English- 
speaking travel eipert. ready to  help you solve a language 
problem or olfer any travel In formal Ion.
SERVICE HOURS: MO urn. Birewgh MO pm  EVERY DAY 
THROUGHOUTTHEYEAR

HOW TO USE THE TRAVEL-PHONE 
Traref Phona can ba uaad In two ways — as a ton-free service 
anywhere In Japan outside Tokyo or Kyoto, and by regular 
phone charge (T10 per 3 minutes) wHhln Tokyo and Kyoto

Outside Tokyo or Kyoto
Travel-Phone I t  toll-free outside these two major centers. All 
you have to do la dial 10S and tall the operator, in English. 
''Collect Call. T.I.C." (pronouncad "Tee-Aye-See"). Pteaaa 
speak a lowly and daarly.
* Travel-Phone is available through the yellow or blue public 

phonos (not the red phones) and through private 
telephones.

* W h «  ysing « public phone. Inssrt a * t0  coin and dial t06. 
The coin w ill be returned to you alter your caii.

502-1461 
371-5649

In Tokyo or Kyoto Arses
While you are m Tokyo or Kyoto areas, a t indicated on me 
maps (upper right), please dial the appropriate number You 
will be connected directly lo  T.I.C.

Tokyo Area — S02-14S1 tor Tokyo TIC 
Kyoto Area -  371 544$ lor Kyoto TIC

Remarks:
- When you use s public phone, the charge is *  10 per three 

minutes.

TOURIST INFORMATION CENTERS(TtC)
The Tourisl Information Camara shown below oiler various 
services ranging from travel information on Japan. Irae 
literature and arrangements for home visiting to suggestions 
on tour itineraries. They are open Irom 9 am . lo  5 p.m. on week­
days and from 9 am. to 12 noon on Saturdays. Closed on 
Sundays and national holidays.

Tokyo Otfle*
Koiani B log.M . 
Yurakucho 1-choma. 
Chiyodeku, Tokyo 
Tel. 103) 502-1441

Kyoto OtUcc
1st II.. Kyoto Tower Bldg..
Higashi-Shiokoiicho.
Shtmogyo-ku. Kyoto
Tel.(075)37t-5449

japan National Tourist Organization
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M R P i -'l- . .
Japan's direct investment m the United States has been rapi­

dly expanding since the early 1980s, far outpacing the high 
growth of its global overseas investment The United States has 
always been ranked as the number one host of Japan's direct 
investment. According to the figures released annually by the 
Wmistry of Finance. 1,816 cases of direct investment, amounting 
to $14 7 billion(44.1% of Japan's global investment of the year), 
in the United States were made by Japanese companies in fiscal 
year 1987 This registered a vigorous 44.7% increase over 4.5 
billion of the previous fiscal year. The cumulative (FY1951-87) 
total of Japan's direct investment in the U.S. now amounts to 
50 2 billion dollars.

Keidanren believes Japanese direct investments into the U.S. 
will contribute to the economic development of both the.U S. 
and Japan, ai.d has helped its member companies explore in­
vestment opportunities.

In this context. Keidamen sent three investment study missi­
ons covering 23 states m order to obtain firsthand information 
on economic and social environment of the respective state in 
June 1984. For the same purpose Keidanren sent similar missi­
ons to 16 states in 1986. and to 5 states in 1987. These missi­
ons exchanged views with the Governors, members of the state 
legislature. Mayors, leaders of the state and municipal govern­
ments. business community, os well as Japanese companies 
who already operate locally and visited maior industrial sites as well.

With the fast increasing direct investment. Japanese com­
panies are bound to face various new problems caused by their 
direct investment in the U.S.. including such issues as fostering 
better community relations and avoiding, movements towards 
greater investment restriction. In order to cope with these pro­
blems. a new council named “Councrl for Better Investment in 
the U.S." (CBIUS) was established on April 6. 1988.

Following these activities, another investment expansion mi­
ssion was organized to visit the State of Alaska and the State 
of Hawaii from September 4 to 13.

The Mission will report its findings to the member companies 
of Keidanren and CBIUS and other Japanese corporations for 
reference in their future investment plans.

Though this mission will not engage in immediate business 
talks on investment, we are convinced that the visits by the 
mission, composed of representative corporations of major in­
dustrial sectors in Japan, will lead to a smooth expansion of 
Japan's direct investment, taking into account various social 
and economic concerns in the United States.

Keidanren 
Investment Mission 

to
The United States 

of
America
A l a s k a ,  H a w a i i

. . . .  .. -  ' • • •

Septem ber 1 9 8 8
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Hideo ISHiHARA
Managing Director
The Industrial Bank of Japan. Ltd.

Satoshi OGIHARA
Manager, Business Planning Dept. 
International Operations 
Fujitsu Limited
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61. Marunooehi 1-chome, Chiyoda-ku. Tokvo 
100. Japan

3-3. Marunouchi l-chome. Chiyoda-ku. Tokyo 
100. Japan

Membari:

Y o sh im i M IZ U K A M I - Alaska only

Chairman of the Board 
Hasegawa Komuten Co., Ltd.
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32*1 . Shiba 2-chome. Minato-ku. Tokyo 
105. Japan

Takeh iko  S U Z U K I
General Manager (Planning)
General Planning Dept
The Tokyo Electric Power Co., Inc.
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1*3.1’chisaiwaicho 1-chome. Chiyoda-ku. 
Tokyo 100. Japan

K u n io  U C H IN O
General Manager 
Business Development Dept 
Building Construction Div.
Kajima Corporation
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2* 7. Moto-Akasaka 1-chome, Minato-ku, 
Tokyo 107, Japan

Yoshihiko S H O Y A M A
Manager
Project Dept
Systems Engineering Div.
Hitachi, Ltd.
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6. Kanda-Surugadai 4-choroe, Chiyoda-ku, 
Tokyo 101, Japan

M itsu rn  M IS A W A , P h . D .
General Manager 
Internationa) Headquarters 
General Manager
International Investment Services Div.
The Industrial Bank of Japan, Ltd.
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3*3, Marunooehi 1-chome, Chiyoda-ku, Tokyo 
100,Japan

J i r o  H A Y A S H I 1 Alaska only)

Director
General Manager, Energy Development Dept 
Idemitsu Kosan Co.. Ltd.
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1-1, Marunouchi 1-chome, Chiyoda-ku. Tokyo 
100. Japan

K a ts u z o  F U R U D A T E
Director Accounting, Finance and 
Informatinn & Communication Systems Dept 
Taiyo Fishery Co., Ltd.
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1-2 .Otemachi 1-chome, Chiyoda-ku, Tokyo 
100.Japan

H iroyuki H O TTA
Vice President
Associated Business Administration
and Development
Japan A ir Lines Co, Ltd.
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7*3. Marunouchi 2-chome, Chiyoda-ku 
Tokyo 100, Japan



■
SlKttO  M IY A K A W A  'a.— w 
General Manager
Energy Group Administration Office M  '̂ r
Nissho Iwai Corporation 7

Hajtm e M O R I Ai.sk. only, 
President
Nippon Express Travel I  SA, Inc

WKIHiajKf M i x

49 Gears- St. San Francisco. 
CA 94132.1'.S.A.
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4 5. .\Kasaka 2-chome. Minato-ku. Tokyo 
107. Japan

H e iji U E D A
General Manager 
International Finance 
Shimizu Corporation
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16-1. Kvobashi 2-chome. Chuo-ku. Tokyo 
104.Japan

S h in ic h iro  F U K U D A
Deputy General Manager 
Business Development Division I 
Chiyoda Corporation
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31*19, Shiba 2-chome. Minato-ku. Tokyo 
105. Japan

Sad am i (C h ir is ) W A D A
Alaska only,

Senior Vice President 
Sony Corporation of America
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9 West 57th Street, 43rd FI, New York. 
N.Y. 10019. U.S.A.

Yoshim ich i O H A R A
Executive Vice President 
Nippon Steel U .S.A, Inc.
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611 West 6th Street, Suite 2900, 
Los Angeles CA 90017, U.S.A.

M akoto SU N A G A W A  (Alaska only) 

Chief Representative 
Representative Office in Washington 
The Export-Import Bank of Japan
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1707 HSL.N .W , #801,
Washington, D.C, U .SA

K a ts n a k i  T A T O B E
General Manager 
International Dept.
Kowa Real Estate Investment Co, Ltd.
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12*24, Nishi-Azibu 4-chome, Minato-ku, 
Tokyo 106, Japan

iro h isa  M IT S U C H I
Ueputy General Manager 
Overseas Dept.
Sumitomo Corporation
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2*2, Hitotsubashi 1-chome, Chiyoda-ku. Tokyo 
100,Japan

9*4, Otemachi 1-chome, Chiyoda-ku, Tokyo 
100,Japan

Yoshio N A K A M U R A  (Coordinator)
Senior Assistant Director 
International Economic Affairs Dept 
Keidanren



Atenshi YAMAKOSHI
Staff Economist
International Economise Affairs Dept. 
Keidanren

K eid an ren  (Jap an  F ed eratio n  o f  E co n o m ic
•u m

Y u k ito  N A G A TA N I
International Travel Div. 
Tokyo A ir Service Branch 
Nippon Express Co, Ltd.
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O rgan izatio n s) is  a  p riv a te , n o n -p ro fit e co n o m ic  o rgan izatio n  representin g v irtu a lly  a ll branches 
o f  eco n o m ic activ itie s in  Ja p a n . K eid an ren , m ain tain in g  d o s e  c o n ta c t w ith  b o th  p u b lic  an d  p rivate  secto rs a t hom e an d  a b ro a d , endeavors n o t  o n ly  to  fin d  p ra c tica l so lu tio n s to  e co n o m ic p rob lem s b u t also  to  co n trib u te  to  th e so u n d  d evelo p m en t o f  the eco n o m ies o f  Ja p a n  an d  co u n tries a ro u n d  the w orld.T hrough the m erger o f  several e co n o m ic  an d  in d u stria l o rgan ization s a ctiv e  sin ce p rew ar d a y s, K eid an ren  was estab lish ed  in  A u g u s t 1946.Sin ce  then K eid anren has grow n in to  a n a tio n ­w ide b o d y  w ith  120 asso ciatio n  a n d  915 co rp o ­rate m em bers as o f  A u g u st 1988.H ead ed  b y  in te rn a tio n a lly  ack n o w led g ed  leaders o f  th e Ja p a n ese  business co m m u n ity , K eidanren p la y s  an  a ctiv e  a n d  in flu e n tia l ro le in  th e  ach iev em en t o f  h arm o n io u s e co n o m ic p ro sp erity  fo r  a ll m an k in d .

KEIDANREN 
Jap an  F e d e ra tio n  o f  E c o n o m ic  O rg an iza tio n s

9 -4 , O h te m a c h i 1 -chom e, 

C h iy o d a -k u , T o k y o  1 00 , Ja p a n  
T el. (0 3 )2 7 9 -1 4 1 1  
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w J* 11
New v0 fk New York 10019 
Telephone (212) 418-9419 
W ash.noton D C  (202)775-1831

Sadaml (Chris) Wada
Senior Vice President 
G overnm ent Alta rs

F e b r u a r y  2 2 ,  1 9 8 9

T e s t i m o n y  i n  s u p p o r t  o f  
S B - 1 1 9
O f  A l a s k a  S t a t e  S e n a t e  
T o  m o d i f y
T h e  W o r l d w i d e  U n i t a r y  T a x  
T o  W a t e r ' s  E d g e  M e t h o d

By

S a d a m i  ( C h r i s )  W a da  
S e n i o r  V i c e  P r e s i d e n t  
S o n y  C o r p o r a t i o n  o f  A m e r i c a

U . S .  A d v i s o r  t o
T h e  C o u n c i l  f o r  B e t t e r
I n v e s t m e n t  i n  t h e  U . S .
O f  KEIDANREN



My n a m e  i s  S a d a m i  ( C h r i s )  W a d a ,  S e n i o r  V i c e  P r e s i d e n t  o f  
S o n y  C o r p o r a t i o n  o f  A m e r i c a  a n d  I  am a l s o  U . S .  A d v i s o r  t o  
t h e  C o u n c i l  f o r  B e t t e r  I n v e s t m e n t  i n  t h e  U . S .  o f  KEIDANREN.

KEIDANREN i s  a  J a p a n e s e  n a m e  f o r  J a p a n  F e d e r a t i o n  o f  E c o n o m i c  
O r g a n i z a t i o n s .  I t  i s  a  p r i v a t e ,  n o n - p r o f i t  e c o n o m i c  o r g a n i ­
z a t i o n  r e p r e s e n t i n g  v i r t u a l l y  a l l  b r a n c h e s  o f  e c o n o m i c  
a c t i v i t i e s  i n  J a p a n .  I t  i s  c e r t a i n l y  a  n a t i o n - w i d e  b o d y  
w i t h  1 2 0  a s s o c i a t i o n  m e m b e r s  a n d  9 2 1  c o r p o r a t e  m e m b e r s  a s  
o f  S e p t e m b e r  1 9 8 8 .

KEIDANREN h a s  s e n t  a  s e r i e s  o f  i n v e s t m e n t - r e l a t e d  m i s s i o n s  t o  
v a r i o u s  s t a t e s  s i n c e  1 9 8 4 ,  c o v e r i n g  23 s t a t e s  i n  t h e  f i r s t  
y e a r ,  l b  s t a t e s  i n  1 9 8 6 ,  5 s t a t e s  i n  1 9 8 7  a n d  A l a s k a  a n d  
H a w a i i  i n  S e p t e m b e r  1 9 8 8 .

L a s t  S e p t e m b e r  t h e  2 1 - m e m b e r  KEIDANREN i n v e s t m e n t  s t u d y  
m i s s i o n  t o  A l a s k a  v i s i t e d  a  n u m b e r  o f  p l a c e s  a n d  h a d  a  n u m b e r  
o f  i m p o r t a n t  m e e t i n g s  i n  t h e  s t a t e .  T h e  m e e t i n g s  i n c l u d e d  
t h e  s t a t e  l e g i s l a t u r e  l e a d e r s h i p s ,  b u s i n e s s  l e a d e r s h i p s ,  
t h e  A d m i n i s t r a t i o n  l e a d e r s h i p s  a n d  r e p o r t e r s  f r o m  m e d i a  
w o r l d .

We w e r e  v e r y  m u c h  i m p r e s s e d  b y  t h e  b e a u t y  o f  A l a s k a  a n d  i t s  
s h o r t  d i s t a n c e  f r o m  J a p a n .  I t s  a b u n d a n t  n a t u r a l  r e s o u r c e s  
a l s o  i m p r e s s e d  u s .  E v e n  t h o u g h  t h e  s t a t e  l o s t  c o m p e t i t i o n  
f o r  1 9 9 4  w i n t e r  O l y m p i c  s i t e ,  t h e  s t a t e  i s  r i c h  i n  s i t e s  f o r  
s k i i n g  a n d  o t h e r  w i n t e r  s p o r t s .

H o w e v e r ,  w e  w e r e  v e r y  m u c h  d i s a p p o i n t e d  t o  l e a r n  t h a t  t h i s  
r i c h  a n d  b e a u t i f u l  s t a t e  h a s  t h e  n o t o r i o u s  w o r l d w i d e  u n i t a r y  
t a x  s y s t e m .  T h e  B r i t i s h ,  D u t c h  a n d  o t h e r  E u r o p e a n  n a t i o n s  
u n i t e d  t h e i r  e f f o r t s  t o  a p p e a l  t o  t h e  U n i t e d  S t a t e s  w i t h  
t h e i r  s t r o n g  o p p o s i t i o n  a g a i n s t  t h i s  u n f a i r ,  u n r e a s o n a b l e  
a n d  i n t e r n a t i o n a l l y - r e j e c t e d  t a x  s y s t e m .  P r i m e  M i n i s t e r  
M a r g a r e t  T h a t c h e r  r e p e a t e d l y  u r g e d  t h e n  p r e s i d e n t  R o n a l d  
R e a g a n  o f  t h e  U . S .  t o  s t o p  t h e  p r a c t i c e  o f  t h e  u n i t a r y  t a x  
o n  a  w o r l d w i d e  b a s i s .

We a l s o  f o u n d  o u t  t h e  u n f o r t u n a t e  n a t u r e  o f  t h i s  w o r l d w i d e  
u n i t a r y  t a x  s y s t e m ,  t h a t  r e s u l t s  m  u n f a i r  d o u b l e  t a x a t i o n  
a n d  i n  m o s t  o n o r o u s  a d m i n i s t r a t i v e  b u r d e n  t h a t  i n  m o s t  
c a s e s  d o  n o  g i v e  a n y  j u s t i c e  i n  t h e  f i n a l  t a x  a s s e s s m e n t .
We t h o u g h t  t h i s  i s  v e r y  i r o n i c  f o r  A l a s k a ,  b e c a u s e  t h i s  
b e a u t i f u l  s t a t e  w a s  t h e  f i r s t  s t a t e  t o  o p e n  i t s  o f f i c e  i n  
T o k y o ,  J a p a n  i n  o r d e r  t o  i n v i t e  o u r  i n v e s t m e n t s  i n  t h e  s t a t e ,  
b u t  n o w  i t  i s  t h e  l a s t  s t a t e  t o  e l i m i n a t e  i t  i f  i t  w a n t s  
t o  s e e  i t s  T o k y o  o f f i c e  s u c c e e d  i n  i n v i t i n g  J a p a n e s e  i n v e s t m e n t s  
i n t o  t h e  s t a t e .

W a d a  T e s t i m o n y / S B - 1 1 9  P a g e  ^



I n  1 9 8 4  t h e  f o l l o w i n g  1 2  s t a t e s  h a d  t h e  w o r l d w i d e  u n i t a r y  
t a x  s y s t e m .  T h e y  w e r e  A l a s k a ,  C a l i f o r n i a ,  C o l o r a d o ,  F l o r i d a ,  
I d a h o ,  I n d i a n a ,  M a s s a c h u s e t s ,  M o n t a n a ,  New H a m p s h i r e ,  N o r t h  
D a k o t a ,  O r e g o n  a n d  U t a h .  A l l  e x c e p t  A l a s k a  c h a n g e d  t h e i r  t a x  
s y s t e m .  T h e  m o s t  i m p o r t a n t  w o i l d w i d e  u n i t a r y  t a x  s t a t e ,  
C a l i f o r n i a  w i t h  i t s  l a r g e s t  t a x  e x p o s u r e  a m o n g  t h e  1 2  s t a t e s ,  
p r o v i d e d  t h e  w a t e r ' s  e d g e  c h o i c e  b y  i t s  s t a t e  l e g i s l a t u r e  
a n d  t h e  g o v e r n o r ' s  s i g n a t u r e  i n  1 9 8 6 .  T h e  g o v e r n o r  o f  C a l i ­
f o r n i a  d i d  s u p p o r t  t h e i r  w a t e r ' s  e d g e  a n d  s i g n e d  i t  i n t o  t h e  
l a w  f o r  t h e i r  e c o n o m i c  g r o w t h  t h r o u g h  g r e a t e r  i n t e r n a t i o n a l  
i n v e s t m e n t  p a r t i c u a l a r l y  i n  m a n u f a c t u r i n g . A l l  o f  t h o s e  s t a t e s  
t h a t  m o d i f i e d  t h e i r  t a x  s y s t e m  d i d  s o  i n  t h e  s a m e  t h o u g h t  a s  
C a l i f o r n i a .

KEIDANREN, S o n y  a n d  o t h e r s  f r o m  J a p a n ,  f o r  g r e a t e r  i n v e s t m e n t s  
i n  A l a s k a  a r e  a l l  p l e a s e d  t o  s e e  S B - 1 1 9  b e f o r e  t h e  s t a t e  
l e g i s l a t u r e ,  a n d  w i s h  v e r y  m u c h  t o  s u p p o r t  t h e  p a s s a g e  o f  
t h e  b i l l .  We a r e  v e r y  h a p p y  t o  k n o w  t h a t  G o v e r n o r  C o w p e r  
t o o k  t h e  i n i t i a t i v e  i n  t h i s  e f f o r t  w i t h  t h e  w i d e  s u p p o r t  
f r o m  t h e  A l a s k a  s t a t e  l e g i s l a t u r e .  T h e  w o r l d w i d e  u n i t a r y  
t a x  s y s t e m  p e n a l i z e s  i n v e s t m e n t .  W hen  o n e  m a k e s  a n  i n v e s t m e n t  
i n  m a n u f a c t u r i n g ,  i t  t a k e s  t i m e  i n  p u r c h a s i n g  l a n d ,  b u i l d i n g  
p l a n t  s t r u c t u r e s ,  m a c h i n e s ,  t r a i n i n g  w o r k e r s ,  o r g a n i z i n g  p l a n t  
o p e r a t i o n s  t o  b e  e f f i c i e n t ,  d e b u g g i n g  m a c h i n e  o p e r a t i o n s  a n d  
a l s o  i n  s e c u r i n g  a n d  t r a i n i n g  m a t e r i a l  a n d  p a r t s  s u p p l i e r s .
I t  t a k e s  e a s i l y  a  f e w  y e a r s  b e f o r e  y o u  c a n  h a v e  r e a l  p r o f i t  
o n  w h i c h  y o u  m a y  p a y  i n c o m e  t a : c .  U n t i l  y o u  m a k e  p r o f i t ,  y o u  
h a v e  n o t h i n g  t o  p a y  t a x  o u t  o f .  T h e  n o t o r i o u s  w o r l d w i d e  
u n i t a r y  t a x  d e m a n d s  s t a t e  t a x  p a y m e n t  o u t  o f  g l o b a l  i n c o m e  
f r o m  o t h e r  c o u n t r i e s ,  t h r o u g h  w h a t  t h e y  c a l l  w o r l d w i d e  
c o m b i n a t i o n  o f  i n c o m e .  I n c o m e  m a d e  i n  o t h e r  c o u n t r i e s  i s  
o f  c o u r s e  t a x e d  i n  e a c h  c o u n t r y .  Why s u c h  i n c o m e  s h o u l d  b e  
s u b j e c t e d  t o  a n o t h e r  t a x .  We o p p o s e  s u c h  d o u b l e  t a x a t i o n .
A f t e r  i n v i t e d  t o  i n v e s t  a n d  t o  c o n t r i b u t e  t o  t h e  e c o n o m i c  
a c t i v i t i e s  a n d  t o  t h e  e c o n o m i c  b a s e ,  w h y  o n e  s h o u l d  b e  
p e n a l i z e d  b y  s u c h  d o u b l e  t a x a t i o n .

F u r t h e r ,  t h e  w o r l d w i d e  u n i t a r y  t a x  s y s t e m  r e q u i r e s  c o m b i n i n g  
o f  p r o p e r t i e s ,  s a l e s  a n d  p a y r o l l  o f  t h e  w h o l e  w o r l d ,  i n  o r d e r  
t o  f i n d  o u t  w h a t  p e r c e n t a g e  o f  t h e  g l o b a l  i n c o m e  s h o u l d  b e  
a t t r i b u t e d  t o  a  c e r t a i n  s t a t e .  P r i c e s  o f  o n e  a c r e  i n  t h e  U . S .  
a n d  J a p a n  a r e  v e r y  d i f f e r e n t ,  p a r t i c u l a r l y  w h e n  t h e  o n e  a c r e  
i n  J a p a n  w a s  b o u g h t  t h r e e  h u n d r e d  y e a r s  a g o  w h i l e  t h e  o n e  i n  
t n e  U . S .  w a s  b o u g h t  1 9 8 9 .  T h o s e  o r i g i n a l  b o o k  v a l u e s  o f  t h e  
e a c h  a c r e ,  m a k e  n o  b a s i s  f o r  a p p o r t i o n i n g  g l o b a l  i n c o m e .  I t  
c r e a t e s  n o t h i n g  b u t  d i s t o r t i o n .  S a l e s  i n  l a r g e  a n d  t r a d i t i o n a l l y  
e s t a b l i s h e d  m a r k e t  a n d  i n  u n s t a b l e  a n d  r i s k y  m a r k e t  w o u l d  o f  
c o u r s e  h a v e  d i f f e r e n t  p r o f i t  m a r g i n ,  t h e r e f o r e ,  s u c h  p r o v i d i n g  
n o  r a t i o n a l  b a s i s  t o  a l l o c a t e  g l o b a l  i n c o m e .  W a g e  l e v e l s  a r e  
c l e a r l y  k n o w n  t o  b e  d i f f e r e n t  c o u n t r y  t o  c o u n t r y ,  o n c e  a g a i n ,  
p r o v i d i n g  n o  r e a s o n a b l e  b a s i s  f o r  a l l o c a t i n g  g l o b a l  i n c o m e .
I n  J a p a n ,  n o - l a y  o f f  m e a n s  v e r y  m u c h  b e y o n d  s o m e  w a g e  d i f f e r e n c e s  
a n d  i t  c a n  h a v e  i m p o r t a n t  v a l u e .  C o u n t r y  t o  c o u n c r y ,  f r i n g e
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b e n e f i t s  a r e  d i f f e r e n t ,  t h a t  i n c l u d e  h o u s i n g  i n  s o m e  c o u n t r i e s  
w h e r e  i t  c o u l d  m e a n  v e r y  m u c h  i n  v a l u e .  T h e r e f o r e ,  c o n t r i b u t i o n  
t o  i n c o m e  c r e a t i o n  c a n n o t  b e  d i r e c t  t r a n s l a t i o n  o f  w a g e s  o r  
s a l a r i e s .  T h e r e  a r e  i n  s o m e  c a s e s ,  v e r y  i m p o r t a n t  e l e m e n t s  
t h a t  e n a b l e s  c o n t r i b u t i o n  b y  e m p l o y e e s  t o  t h e  c o r p o r a t e  i n c o m e ,  
o u t s i d e  w a g e s  a n d  s a l a r i e s .

I  am s u r e  t h a t  s t a t e  t a x  a u t h o r i t i e s  a r e  r e s p o n s b i l e  t o  t a x  
c o r p o r a t i o n s  w i t h o u t  a l l o w i n g  t h e m  t o  h i d e  i n c o m e  a n d  e v a d e  
d u e  t a x e s .  T h e  F e d e r a l  G o v e r n m e n t  i s  v e r y  m u c h  r e s p o n s i b l e  f o r  
m a k i n g  s u r e  t h a t  t h e y  t a x  r i g h t  a n d  n o t  a l l o w  i n t e r n a t i o n a l  
c o r p o r a t i o n s  t o  e v a d e  t a x e s .  T h e i r  r e s p o n s i b i l i t i e s  m ay  b e  
e v e n  f a r  g r e a t e r ,  t h e  s t a k e  b e i n g  m u c h  l a r g e r  c o m p a r e d  t o  s t a t e  
l e v e l .  T h e  F e d e r a l  t a x  a u t h o r i t i e s  u s e  " a r m ' s  l e n g t h "  m e t h o d  
t o  t e s t  a n y  s u s p i c i o u s  t r a n s a c t i o n s .  I R S  C o d e  4 8 2  g i v e s  t h e  
S e c r e t a r y  o f  T r e a s u r y  s u c h  a n  a u t h o r i t y  t o  c a r r y  o u t  t h e i r  
r e s p o n s i b i l i t y  t o  t a x .  Why c a n n o t  a  s t a t e  u s e  t h e  s a m e  t e s t ,  
r a t h e r  t h a n  r e l y  u p o n  t h e  i m p o s s i b l e  w o r l d w i d e  u n i t a r y  t a x  
s y s t e m .

E x c h a n g e  r a t e s  a m o n g  n a t i o n s  t h a t  h a v e  b e e n  c h a n g i n g  s o  m u c h  
n o t  o n l y  o v e r  y e a r s  b u t  e v e n  w i t h i n  a  y e a r  o f  t w e l v e  m o n t h s .
W h a t  e x c h a n g e  r a t e  t o  u s e ?  W h a t  j u s t i f i c a t i o n  i s  t h e r e  f o r  
c h o o s i n g  a n y  e x c h a n g e  r a t e ?  W h a t  c o u l d  h a v e  b e e n  t h e  e x c h a n g e  
r a t e  o f  t h e  J a p a n e s e  c u r r e n c y  o f  t h r e e  h u n d r e d  y e a r s  a g o  t o  
t h e  U . S .  d o l l a r ?  S h o u l d  w e  c o m b i n e  t h e  r e s u l t ,  w h a t e v e r  i t  
m a y  b e ,  w i t h  t h e  v a l u e  o f  a n y  U . S .  p r o p e r t y  b o u g h t  t h i s  y e a r ?

J a p a n  h a s  m a d e  a b o u t  $ 5 0  b i l l i o n  d i r e c t  i n v e s t m e n t  i n  t h e  
U n i t e d  S t a t e s  s o  f a r .  A s  w e  m a k e  t r a d e  s u r p l u s  w i t h  t h e  U . S .  
w e  m u s V  g e t  t h e  m o n e y  b a c k  t o  U . S .  U n l e s s  wo d o  s o ,  t h e  
s h o r t a g e  o f  m o n e y  i n  U . S .  w i l l  d r i v e  t h e  i n t e r e s t  r a t e  h i g h e r  
a n d  e c o n o m i c  a c t i v i t i e s  l o w e r .  J a p a n  s h o u l d  i n v e s t  s u c h  U . S .  
m o n e y  i n  m a n u f a c t u r i n g  i n d u s t r i e s ,  r a t h e r  t h a n  n a t i o n l l  b o n d s ,  
c o n s i d e r i n g  p r o d u c t i v e  a n d  j o b - c r e a t i n g  i m p a c t .  G r e a t e r  
m a n u f a c t u r i n g  h a s  t r e m e n d o u s  r i p p l e  e f f e c t s  i n  e c o n o m i c  
a c t i v i t i e s .

I  am s u r e  a l l  t h e  p e o p l e  i n  t h e  w o r l d  f i n d  A l a s k a  b e a u t i f u l  
a n d  e x c i t i n g  w i t h  h e r  n a t u r a l  b e a u t y .  S h e  i s  r i c h  i n  r e s o u r c e s  
a n d  a t t r a c t i v e  f o r  r e c r e a t i o n a l  s p o r t s  o f  d i f f e r e n t  k i n d s .
T h e  KEIDANREN m i s s i o n  c a m e  a n d  f o u n d  t h i s  s t a t e  v e r y  a t t r a c t i v e  
b u t  w h e n  w e  l e a r n e d  t h a t  u n f o r t u n a t e l y  t h i s  s t a t e  s t i l l  k e e p s  
w h a t  w e  t h o u g h t  w a s  s o m e t h i n g  o f  t h e  p a s t ,  we  w e r e  s u r p r i s e d  
a h d  d i s a p p o i n t e d ,  b e c a u s e  t h e  w o r l d w i d e  u n i t a r y  t a x  m e a n s  
a  r e d  f l a g  f o r  i n v e s t m e n t .

S B - 1 1 9  e l i m i n a t e s  t h e  w o r l d w i d e  u n i t a r y  t a x  f r o m  A l a s k a  a n d  
r e m o v e s  f e a r  o f  u n f a r e  d o u b l e  t a x a t i o n  f r o m  i n v e s t i n g  i n  
A l a s k a .  i t  e n d s  t h e  m o s t  c u m b e r s o m e  a n d  o n o r o u s  t a x  s y s t e m .

W a d a  T e s t i m o n y / S B - 1 1 9  . P a g e  3



O n c e  t h e  n o t o r i o u s  w o r l d w i d e  u n i t a r y  t a x  i s  r e m o v e d  f r o m  
A l a s k a  a n d  t h e  i n t e r n a t i o n a l l y  a c c e p t e d  s y s t e m  i s  a p p l i e d  t o  
i n v e s t o r s  f r o m  U . K . ,  H o l l a n d ,  G e r m a n y  o r  a n y  o t h e r  c o u n t r y  
c e r t a i n l y  i n c l u d i n g  J a p a n ,  I  am s u r e  A l a s k a  i s  r e a l l y  r e a d y  
f o r  a n y  i n t e r n a t i o n a l  i n v e s t m e n t s .  KEIDANREN w i l l  r e m o v e  t h e  
r e d  f l a g  f r o m  A l a s k a  o n  t h e  i n v e s t m e n t  m a p .

I  w o u l d  l i k e  t o  e x p r e s s  h e r e  my s i n c e r e  a p p r e c i a t i o n  f o r  t h e  
o p p o r t u n i t y  t o  c o m m u n i c a t e  o u r  o p p o s i t i o n  a g a i n s t  t h e  w o r l d w i d e  
u n i t a r y  t a x  a n d  o u r  s u p p o r t  t o  t h e  S e n a t e  B i l l  S B - 1 1 9 .

.1 w o u l d  a l s o  l i k e  t o  e x p r e s s  h e r e  my a p p r e c i a t i o n  f o r  t h e  
J a n u a r y  2 5 ,  1 9 8 9  o p p o r t u n i t y  t o  t e s t i f y  v i a  t e l e p h o n e  i n  
s u p p o r t  o f  t h e  s a m e  S B - 1 1 9  b e f o r e  t h e  S e n a t e s ' s  C o m m i t t e e  
o n  I n t e r n a t i o n a l  T r a d e  a n d  T o u r i s m  u n d e r  t h e  c h a i r m a n s h i p  
o f  S e n a t o r  S z y m a n s k i .

* * * * * * e n d * * * * * *



D r a f t  L i s t  o f  P o s s i b l e  O p t i o n s

1 .  S e p a r a t e  a c c o u n t i n g  f o r  a l l  c o r p o r a t e  t a x p a y e r s .  T h i s  
i s  n o m i n a l l y  w h a t  t h e  J a p a n e s e  a r e  a s k i n g  f o r ,  a n d  w o u l d  r e m o v e  
t h e  p s y c h o l o g i c a l  b a r r i e r  s a i d  t o  d e t e r  f o r e i g n  i n v e s t m e n t . I t  
c o u l d  l o s e  u s  u p  t o  $ 2  m i l l i o n  a n n u a l l y  ( d e p e n d i n g  o n  how 
i m p l e m e n t e d )  i n  n o n - p e t r o l e u m  c o r p o r a t e  t a x  r e v e n u e ,  b u t  a t  
c u r r e n t  o i l  p r i c e s  w o u l d  i n c r e a s e  p e t r o l e u m  t a x  r e v e n u e  b y  a t  
l e a s t  $ 1 5 0  m i l l i o n .  U n d e r  s e p a r a t e  a c c o u n t i n g ,  p r o d u c t i o n  a n d  
p i p e l i n e  p r o f i t s  e a r n e d  i n  A l a s k a  w o u l d  b e  t a x e d  a t  t h e  f u l l  9.*) 
p e r c e n t  n o m i n a l  r a t e .  S e e  t h e  t a b l e  b e l o w  f o r  t h e  e f f e c t i v e  
r a t e s  u n d e r  c u r r e n t  l a w .

N e t  I n c o m e ,  T a x  P a i d ,  a n d  A v e r a g e  E f f e c t i v e  R a t e s  
P e t r o l e u m  C o r p o r a t e  I n c o m e  T a x  

-----------------------m i l l i o n s -------------------
A l a s k a  N e t  I n c o m e T a x  P a i d T a x  R a t e

1 9 8 3 $ 5 , 7 7 1 $ 2 3 6 4 .1 %
1 9 8 4 $ 6 , 6 3 9 $ 2 6 5 4 .0 %
1 9 8 5 $ 5 , 0 8 3 $ 1 6 9 3 . 3 %
1 9 8 6 - $ 3 , 4 5 2 $ 1 3 4 3 .9 %

Net  income c a l c u l a t e d  f r o m  d a t a i n  S o h io  a n n u a l r e p o r t s  and FI
f i l i n g s .

2 .  W a t e r ' s  e d g e  f o r  a l l  c o r p o r a t e  t a x p a y e r s . W o u l d  a l s o  
r e m o v e  t h e  p s y c h o l o g i c a l  b a r r i e r  s a i d  t o  d e t e r  f o r e i g n  
i n v e s t m e n t .  L i k e l y  t o  h a v e  l i t t l e  i m p a c t  o n  c u r r e n t  n o n ­
p e t r o l e u m  c o r p o r a t e  t a x  r e v e n u e  ( i . e .  ±  < $ 1  m i l l i o n  a n n u a l l y ) . 
T h e  e f f e c t  o n  p e t r o l e u m  r e v e n u e  c o u l d  b e  m u c h  l a r g e r ,  t h o u g h  
d i f f i c u l t  t o  p r e d i c t .  EXXON a n d  S t a n d a r d  w o u l d  p r o b a b l y  p a y  m o r e  
t a x ,  a n d  t h a t  ARCO w o u l d  p a y  l e s s ,  r e s u l t i n g  i n  a  n e t  i n c r e a s e  
o f  $ 1 0 - 4 0  m i l l i o n  i n  a n n u a l  c o r p o r a t e  p e t r o l e u m  i n c o m e  t a x  
r e v e n u e .

3 .  S t a t u s  q u o  f o r  o i l  c o m p a n i e s ,  s e p a r a t e  a c c o u n t i n g  f o r  
e v e r y o n e  e l s e .

4 .  S t a t u s  q u o  f o r  o i l  c o m p a n i e s ,  w a t e r ' s  e d g e  
e v e r y o n e  e l s e .

f o r

5 .  S t a t u s  q u o  f o r  o i l  c o m p a n i e s ,  s e p a r a t e  a c c o u n t i n g  o r  
w a t e r ' s  e d g e  f o r  e v e r y o n e  e l s e ,  w i t h  a  c o m p e n s a t i n g  r a t e  
c h a n g e  t o  m a k e  r e s u l t  " r e v e n u e  n e u t r a l . "  E u t  h a s  a n y o n e  
f i g u r e d  o u t  w h a t  we m e a n  b y  " r e v e n u e  n e u t r a l ? "

6 .  S e p a r a t e  a c c o u n t i n g  o r  w a t e r ' s  e d g e  f o r  e v e r y o n e ,  w i t h  
a  c o m p e n s a t i n g  r a t e  c h a n g e  t o  m a k e  r e s u l t  " r e v e n u e  
n e u t r a l . "  T h e o r e t i c a l l y ,  t h i s  c o u l d  g e t  t h e  s t a t e  t h e  s a m e



a m o u n t  o f  m o n e y  a s  i t  i s  c u r r e n t l y  g e t t i n g ,  w h i l e  c u t t i n g  t h e  
n o m i n a l  t a x  r a t e  r o u g h l y  i n  h a l f .  T h e  o i l  c o m p a n i e s  w o u l d  p a y  a  
t i n y  b i t  m o r e  t h a n  a t  p r e s e n t .  E v e r y o n e  e l s e  ( a t  l e a s t  e v e r y o n e  
c u r r e n t l y  p a y i n g  9 . 4  p e r c e n t )  w o u l d  h a v e  t h e i r  c o r p o r a t e  t a x  
r e d u c e d  b y  h a l f .  T h i s  w o u l d  u n e q u i v o c a l l y  h a v e  a  p o s i t i v e  
e c o n o m i c  d i v e r s i f i c a t i o n  e f f e c t ,  a  s t a t e m e n t  t h a t  c a n ' t  b e  m a d e  
a b o u t  a n y  o f  t h e  o p t i o n s  d e s c r i b e  a b o v e .  T h e  p r o b l e m ,  o f  c o u r s e ,  
i s  t h a t  t h e  r a c e  a d j u s t m e n t  r e q u i r e d  f o r  r e v e n u e  n e u t r a l i t y  t h i s  
y e a r  ( a s s u m i n g  we c o u l d  f i g u r e  t h a t  o u t  i n  a d v a n c e )  w o u l d  a l m o s t  
c e r t a i n l y  n o t  b e  r e v e n u e  n e u t r a l  i n  t h e  f o l l o w i n g  y e a r .

7 .  A b o l i s h  t h e  n o n - p e t r o l e u m  t a x ,  g o  t o  s e p a r a t e
a c c o u n t i n g  f o r  o i l  c o m p a n i e s  a n d  a d j u s t  t h e  r a t e  t o
a c h i e v e  " r e v e n u e  n e u t r a l i t y . "  We c o u l d  p r o b a b l y  r e d u c e  o u r  
n o m i n a l  9 . 4  p e r c e n t  r a t e  (n o w  p a i d  o n l y  b ^ o i l  c o m p a n i e s )  t o  5 . 5  
p e r c e n t  a n d  e x p e c t  t h e  r e s u l t  t o  a p p r o x i m a t e  t h e  r e v e n u e  f r o m  
o u r  c u r r e n t  c o r p o r a t e  t a x  s t r u c t u r e .  L i k e  o p t i o n  6 ,  t h i s  w o u l d  
p r o d u c e  a n  u n e q u i v o c a l  e c o n o m i c  d i v e r s i f i c a t i o n  i m p a c t .

8 .  A b o l i s h  t h e  n o n - p e t r o l e u m  t a x ,  g o  t o  s e p a r a t e
a c c o u n t i n g  f o r  o i l  c o m p a n i e s .  L i k e  o p t i o n  1 ,  a b o v e ,  t h i s
w o u l d  r a i s e  o i l  c o m p a n y  t a x e s  a n d  s t a t e  r e v e n u e .  U n l i k e  o p t i o n  
1 ,  t h i s  w o u l d  b e  c e r t a i n  t o  h a v e  a  p o s i t i v e  i m p a c t  o n  e c o n o m i c  
d i v e r s i f i c a t i o n .

9 .  G i v e  c o r p o r a t i o n s  a n  o p t i o n ,  a  l a  C a l i f o r n i a .  A n y  t i m e  
-we g i v e  t h e  o i l  c o m p a n i e s  ( o r  a n y  o t h e r  p r o f i t  m a x i m i z e r s )  a n  
o p t i o n ,  t h e y  w i l l  u s e  i t  t o  l o w e r  t h e i r  c o s t s .  W h e r e  t h e  a m o u n t s  
a t  s t a k e  a r e  l a r g e ,  a s  t h e y  a r e  w i t h  i n  t h e  c a s e  o f  A l a s k a  o i l ,  
t h e r e  i s  t h e  r i s k  o f  l o s i n g  b i g  b u c k s .

1 0 .  G i v e  n o n - p e t r o l e u m  c o r p o r a t i o n s  a n  o p t i o n ,  a  l a  
C a l i f o r n i a ,  b u t  r e t a i n  ( a n d  r e q u i r e )  w o r l d w i d e  u n i t a r y  
f o r  o i l  c o m p a n i e s .  B u t  s o m e  a u t h o r i t i e s  h a v e  s u g g e s t e d  t h a t  
o n c e  y o u  e s t a b l i s h  a n  o p t i o n ,  i t  m u s t  b e  m a d e  a v a i l a b l e  t o  a l l .

1 1 .  Do  n o t h i n g .  " S o r r y ,  g o v e r n o r .  I t  s e e m e d  l i k e  a  g o o d  i d e a  a t  
t h e  t i m e ,  b u t  f u r t h e r  s t u d y  s u g g e s t s  t h a t  i t  d o e s n ' t  m a k e  s e n s e .  
T h e  r e a s o n  i t  d o e s n ' t  m a k e  s e n s e  i s . . . . "

1 2 .  S t u d y  t h a  q u e s t i o n  u n t i l  i t  g o e s  a w a y .  A v a r i a t i o n  o n  
t h e  " d o  n o t h i n g "  o p t i o n ,  a b o v e .  An e a s y  o p t i o n  t o  j u s t i f y  
b e c a u s e  n o  m a t t e r  h o w  m u c h  a n a l y s i s  we d e v o t e  t o  a n y  p r o p o s e d  
c h a n g e ,  we w i l l  s t i l l  f a c e  c o n s i d e r a b l e  u n c e r t a i n t y  o n  t h e  
r e v e n u e  e f f e c t s  o f  t h e  c h a n g e .  A nd  w h i l e  i t  m a y  n o t  a l w a y s  b e  
t r u e ,  i t  c a n  a l w a y s  b e  a s s e r t e d  t h a t  a d d i t i o n a l  a n a l y s i s  w i l l  
r e d u c e  t h e  r e s i d u a l  u n c e r t a i n t y .
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T h e  c o r p o r a t e  t a x  i s  p l a y s  a  b i g g e r  r o l e  i n  A l a s k a  t h a n  i n  
m o s t  s t a t e s ,  t h o u g h  a  s m a l l e r  r o l e  t h a n  i t  d i d  b e f o r e  t h e  1 9 8 1  
t a x  a m e n d m e n t s  ( s e e  A t t a c h m e n t  D ) . A l a s k a  w o u l d  r a n k  a  l i t t l e  
l o w e r  i f  t h e  c o m p a r i s o n  w e r e  m a d e  a g a i n s t  " a l l  g e n e r a l  
r e v e n u e s , "  w h i c h  w o u l d  t h e n  i n c l u d e  o u r  r o y a l t y  i n c o m e  i n  t h e  
d e n o m i n a t o r .  T h i s  i s  U . S .  C e n s u s  d a t a .

O  <0 03 ^  <71
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ATTACHMENT C

A s  t h i s  r a n k i n g  s h o w s ,  A l a s k a  h a s  a  f a i r l y  h i g h  c o r p o r a t e  t a x  
r a t e .  L a r g e  m i n i n g  c o m p a n i e s  a n d  o t h e r s  w h i c h  h i s t o r i c a l l y  p a y  
v i r t u a l l y  n o  i n c o m e  t a x  m a y  n o t  c a r e .  F o r  s m a l l  t o  m e d i u m  
c o r p o r a t i o n s  ( a n n u a l  s a l e s  l e s s  t h a n  $ 5 0  m i l l i o n )  s t u d i e s  
s u g g e s t  t h a t  t h e  r a t e  m a y  b e  a  s i g n i f i c a n t  f a c t o r  i n  b o t h  
l o c a t i o n  d e c i s i o n s  a n d  b u s i n e s s  s u c c e s s .  T h e  d e s i r e  t o  r e d u c e  
t h e  n o m i n a l  r a t e  h a s  b e e n  a n  e l e m e n t  i n  t a x  " r e f o r m , "  b o t h  
f e d e r a l l y  a n d  i n  s t a t e s  l i k e  M i n n e s o t a  a n d  New Y o r k .  F o r  m a n y ,  a  
q u i c k  a n d  q u a n t i t a t i v e  m e a s u r e  o f  i n c o m e  t a x  " r e f o r m "  i s  t h e  
i n c r e a s e  i n  c o l l e c t i o n s  p e r  p e r c e n t a g e  p o i n t  o f  r a t e :  
( A c o l l e c t i o n s / 1 %  t a x / m i l l i o n  $ t a x  b a s e ) .
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GENERAL
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REVENUE

CORPORATE INCOME 
TAX REVENUE

N o n - p e t r o l e u m

.4
,0
.5
9
6
0

25  
48  
40  
68 ,  
7 1 ,
6 7 ,  
8 3 . 0
8 6 . 5
8 6 . 6  

1 1 2  . 7
1 1 2 . 4

1 0 6 7 . 3
2 2 0 . 4
2 1 9 . 2
2 0 8 . 2  
2 5 4  . 9
3 3 3 . 4  
7 0 9 . 8  
8 7 4  . 3  
7 6 4  . 9

1 1 3 3 . 0
2 5 0 1 . 2
3 7 1 8 . 2
4 1 0 8 . 4
3 6 3 1 . 0
3 3 9 0 . 1
3 2 6 0 . 0
2 6 7 9 . 4
1 7 4 1 . 3
1 7 1 6 . 1

0 . 1
0 . 1
0 . 4
0 . 9
1 . 2
0 . 9
1 . 2
2 . 5
4 . 9
5 . 0
8 . 4

2 3 2 . 6
5 4 7 . 5
8 6 0 . 1
6 6 8 . 9
2 3 6 . 0
2 6 5 . 1
1 6 8 . 6
1 3 5 . 0
9 5 . 0  
1 1 0

1
1
1
1,
2 ,
1 . 8
1 . 9
4 . 1  
3 . 5
3 . 8
4 . 2
4 . 9
5 . 2  
5 ;  3
5 . 9  
7 . 0

1 4 . 8  
2 6 . 2
3 0 . 8
2 5 . 1
2 4 . 8
1 7 . 9
3 4 . 8
3 4 . 8
3 0 . 1  
3 9 . 5
3 6 . 0
1 5 . 0
1 4 . 0  

15

* F o r e c a s t .



CORPORATE INCOME TAX REVENUES 
AS A SHARE OF TOTAL U.G.F. REVENUE

P E R C E N T

1965 1 9 7 0  1 9 7 5

F I S C A L  Y E A R

1 9 8 0

0

1 9 6 0 1 9 8 5
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G o v e r n o r

J a n u a r y  1 7 ,  1 9 3 9

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  o f  t h e  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 
J u n e a u ,  AK 9 9 8 1 1

D e a r  S e n a t o r  K e l l y :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a  b i l l  r e l a t i n g  t o  t h e  
m e t h o d s  o f  c o r p o r a t e  i n c o m e  t a x  r e p o r t i n g  f o r  c e r t a i n  
t a x p a y e r s .  T h i s  b i l l  r e q u i r e s  t h a t  c o r p o r a t i o n s  t h a t  a r e  
m e m b e r s  o f  a f f i l i a t e d  g r o u p s  o w n e d  b y  f o r e i g n  c o r p o r a t e  
p a r e n t s  f i l e  r e t u r n s  b a s e d  o n  t h e  " w a t e r ' s  e d g e "  m e t h o d ,  
i n s t e a d  o f  t h e  " w o r l d w i d e "  m e t h o d  o f  t a x  a c c o u n t i n g .  T h e  
" w a t e r ' s  e d g e "  m e t h o d  i s  a  t a x i n g  m e t h o d  t h a t  t a k e s  i n t o  
c o n s i d e r a t i o n  o n l y  t h e  d o m e s t i c  a c t i v i t i e s  o f  f o r e i g n  
c o r p o r a t i o n s  a n d  d o e s  n o t  c o n s i d e r  i n c o m e  f r o m  t h e i r  n o n -  
A m e r i c a n  o p e r a t i o n s .

T h e  " w o r l d w i d e "  m e t h o d  o f  t a x  a c c o u n t i n g  h a s  m a n y  v i r t u e s ,  
b u t  i t  i s  i n t e n s e l y  d i s l i k e d  b y  m o s t  p o t e n t i a l  i n v e s t o r s  
o v e r s e a s .  V i r t u a l l y  e v e r y  o t h e r  s t a t e  t h a t  u s e d  t h e  
" w o r l d w i d e "  m e t h o d  h a s  r e p e a l e d  i t  i n  r e c e n t  y e a r s  i n  o r d e r  
t o  i n c r e a s e  i n v e s t m e n t  a n d  t r a d e  o p p o r t u n i t i e s .  T h e r e  i s  
s i m p l y  n o  r e a s o n  w h y  A l a s k a  s h o u l d  k e e p  t h i s  b a r r i e r  t o  
i n v e s t m e n t  o n  t h e  b o o k s  w h e n  o t h e r  s t a t e s  h a v e  r e p e a l e d  i t .

T h e  n e x t  c e n t u r y ,  i t  i s  s a i d ,  w i l l  b e  t h e  e r a  o f  t h e  P a c i f i c  
R i m .  A l a s k a  i s  s t r a t e g i c a l l y  p l a c e d  t o  p a r t i c i p a t e  f u l l y  i n  
t h e  b o o m i n g  e c o n o m i e s  o f  t h e  r e g i o n .  I  b e l i e v e  t h a t  w e  m u s t  
t a k e  e v e r y  s t e p  p o s s i b l e  t o  e n c o u r a g e  t r a d e  a n d  i n v e s t m e n t  
i n  A l a s k a .  T h i s  b i l l  w i l l  r p m e v e  a  m a j o r  p s y c h o l o g i c a l  
b a r r i e r  t o  i n v e s t m e n t  i n  t h e  s t a t e  w h i l e  h a v i n g  o n l y  a  
m i n i m a l  f i s c a l  i m p a c t .  I  y f r g e  / y o u r  p r o m p t  a n d  f a v o r a b l e  
c o n s i d e r a t i o n  o f  t h i s  b i l l .
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A HEARST NEWSPAPER

.'. M alcolm  L ongair, th e  A stronom er Royal o f 
Scotland, h as  w ritten , w ith  respectful apologies to 
Lew is Carroll, a  w him sical (though highly 46* 
technical) book abou t th e  “w orld’s m o s t'. 
ex trao rd in ary  looking glass” and titled  i t  "Alice 
an d  th e  S pace  Telescope." H is Alice encounters 
H u m p ty  D um pty, w ho has been  p u t to g e th er \  
again. by:>ibe people atthe N ational A eronautics and 
S pace  A dm inistration . S h e 'ask s  him  wfiy the"-* 
telescope will revolutionize m ankind’s  uCsmu*. . ->■ - 
un d erstand ing .o f th e  universe. “T he an sw er is.

«*»t

U.S. taxcheat?
massive

^ ^ J E W  YORK -  A ....... .

import th is  w eek  th a t foreign

'/ •V . . . .  ' j *’»...
. S’i r

ie s  doing  b u s in e ss .com panies
irt'tfle U nited  S ta tes allegeidly 
hkve cheated  o n  th e ir  taxes
o a  A la rg e  scale strikes' m e 'as  'M  ̂- K " ~ ..Mil* M1a jn k jo r  scandal with, farit 
r a i l i n g  im plications fox;.
A m erican £uslriessi’;i«5&
. ;* As th e jh v es tig a tlo ri of ’ ■ ■ 
the charges.l>y the  In te rn a l . f  
R evenue §erv ice  proceeds,
I  Hope the jm edia  will give the*-’- 

clej

W.R.

story th e  a tten tion  it  clearly

Lc Pve always been in i^ r- , 
iavoj- o f  un restric ted  foreign

Hearst Jr.

Editor’s  Report'

investm ent in  th e  U nited  S tates, as long as
Axperican investors ab road  received reciprocal - a - 
trea tm en t a n d  th e re  w as fair play all a r o u n d . ^ ^  
ov T h e  a larm  expressed  in  recen t years thatTcStt" -

fjDjefeners a re  “buying u p " o u r country’s  assets-,.£F 
stru ck  m e as exaggerated  and  som ew hat • • • ' : 
hysterical in  tone. I t  still does, although I  fully., 
3greb th a t fa r too little  has been  done to  m a k e '3- 
the  Jap an ese  open u p  to  U.S. investm ent in  .the 
sam e w ay th a t w e’re  open  to  investm ent by • 
then).-V ’.,1, “'">[,*•

'th ro u g h o u t ou r history, ours h as  been  th e  • •'*' 
potion w here  o th e r people have been  able to  
invent, n o t only th e ir  capital, bu t also th e ir  . 
ideas an d  technology, w ith th e  greatest freedom  
grid th e  few est political o r bureaucratic  / 
obstacles. I t’s  a  policy th a t has paid  off-* 
handsom ely fa r  us — helping to m ake A m erica 
the  w orld’s m ost flourishing econom y for a  
cen tu ry  o r m ore  — an d  it shouldn’t  be 
changed .’ ’ u-'-r, -  ’ •

$ 5 4 4  b i l l i o n  i n  t a x  d e d u c ­
t i o n s  a g a i n s t  t o t a l  i n c o m e  o f  
$ 5 4 3  b i l l i o n  .  .. .  T h a t  l o o k s  
p r e t t y  f i s h y  t o  m e .  .

“  B u t th e  disclosure th a t foreign corporations 
seem  to  have engaged in  a  tax fraud  of huge 
proportions indicates th a t ou r hospitality has 
been badly abused . T h e  Japanese  m ake good cars, 
b u t A m ericans don’t  w an t to"be taken  for a  ride  
by th e ir  tax accountan ts. Vigii 
. A ccording to the  IR S, m ore th an  half of 
-36,800 foreign-ow ned com panies filling tax 
Ire lum s in  1986 repo rted  no  taxable incom e. A ll.' 
Jpld, foreign-ow ned firm s th a t y ea r — th e  la s t for,; 
w hich  th e ‘Complete figures are  available — 
took $544 billion in  tax  deductions against to tal 
Incom e o f $543 billion: - .

T h a t looks p re tty  fishy to  m e. ,
• - '.  IR S  o ^ o ^ U .w jfe  q u o t^ L b y .|h e  New Y ork ^  
T im es last w eek as estim ating  tn a tr in  th e  past' 10 
years, th e ;U.S. subsid iaries o f foreign 
com panies m ay have underpaid  th e ir  taxes by $12 . 
m ill*"

, H u b b l e  s p a c e  t e l e s c o p e  

p r o m i s e s  a s t r o n o m e r s  

r e v o l u t i o n a r y  f i n d i n g s

By John Noble Wilford

ny spacecraft th a t insp ires allusions to Alice”, 
of W onderland canno t be m ean t for some' 14 
o rd inary  excursion th rough  th e  h eav en s.::

T h e  H ubble  Space Telescope is, indeed, 
no t ju s t  any  spacecraft. Scheduled for launching th is 
spring, a f te r  five y ears  of delays, th e  spacecraft^ 
an d  its exquisitely  polished 94 1/2-inch-wide 
telescopic m irro r should  enable  astronom ers tofr 
see fa rth e r an d  10 tim es m ore  clearly th an  they.bave 
before, ou t tantalizingiy  close to  the  edge of th i;^  
un iverse  a n d  tow ard  the  very  beginning o f tim£> 

E xcited  astronom ers can  hard ly  believe th e ir , 
good fo rtune to  be living a t  a  m om ent so rich  in  th e
prom ise of revolutionary  discovery. One o f theifi ’
........................................... f t olikens the  an tic ip a ted  adven tu res in astronom y' 
Alice stepp ing  into W onderland.

Sunday? ,
February 25,1990 •

. - j >’ . j v  *̂i • ' . . i  «■-•••- • - .-.»>-ii.«.'-A* ' O** i # u.



iseditor in'chief of The
• -w ,’. . ,  » J  •’ V. .

’The Seattle Post-Intelligencer. Focus section 
^presents a. perspective on the news and the 
newsmakers. It offers analysis and background, 
debate and opinion, and is written and edited by 
the P-l staff. For views of the P-l Editorial Board, 
see the next page.

IR S
Tim es

com panies m ay have u n d erp a id  th e ir  taxes by $12 
billion. •! - j  !...

T he principal m ethod  of evading taxes ' >3S)w-,r( 
apparently  has been  for U.S. b ran ch  com panies to 
pay artificially in fla ted  “book", p rices for 
products an d  services- they, buy from  th e ir  p a re n t 
companies to sell here. In  th a t way, o f course, 
they’re able to  reduce  th e  am ount of th e ir  taxable 

• income. One such 'case , involving th e  U.S.
affiliate of Yam aha, th e  Jap an ese  m otorcycle 

’̂ m anufacturer, is-already pending  in  th e  U nited  
| S ta te s  Tax Court.

‘X  B u t indications th a t underpaym ents over 
’m any years have been w idespread and  system atic 
J suggests to me th a t w hat is involved isn ’t 
•Siftiply a  m atter of individual com panies try ing  to  
!pu t o n e  over on the tax  collector.
* . *. Scam s like this normally, requ ire  the  
participation  of a  lot of people in  o rd er to  be  
carried  off successfully over a long period.
Approval, alm ost certainly, has to  com e from a  
yqry h igh  corporate  level.

T h e  fact th a t m any com panies seem  to have 
Adopted the  sam e illicit strategy m ore o r  less 
sim ultaneously  raises additional questions 
which, I hope, the  IRS investigation an d  one 
announced  last week by a  subcom m ittee of the  
H ouse Ways and  M eans Com m ittee will find th e  
answ ers to.

W h a t ’s  a t  s t a k e  h e r e  i s  f a r  . .  
m o r e  t h a n  m a k i n g  s u r e  t h a t  a  
n u m b e r  o f  f f o r e i g n - c o n -  
t r o l l e d  c o m p a n i e s  c o u g h  u p  ’ 
w h a t  t h e y  o w e  t o  t h e  U . S .

Of course, the  IRS isn ’t everyone’s most 
beloved governm ent agency. A lready, cries o f 
‘hiritch h u n t"  have gone u p  from  com panies 
that expect to come u n d e r scrutiny. B u t before 
the IRS probe cam e to  light, Congress’s Joint:- 
Com m ittee on Taxation was on record  as \  
deploring the fact th a t " th e  level of tax  ‘
paym ents of foreign-owned businesses in  the  
United S tates is unusually  low." So it doesn’t 
look like a  question  o f over-zealousness by th e  
IRS, a tendency  o f w hich it is frequently  
accu sed ..-; •«,».. t  • V - *• —
- W hat’s a t stake  h e re  is far m ore th a n  

m aking.sure th a t a  n u m b er o f foreign-controlledi :j? 
com panies cough up  w hat they  owe to  th e  U.S. :"<i 
governm ent. . • . ; « ■ . - ■ •  ••--f

T ax evasion on th e  scale th a t’s being ta lked ' 
about d istorts th e  w hole com petitive system  an d , ry 
consequently,, th e  w orkings o f the  free rtiarket. ' -  
~1\  I t appears to  have given offending firm s a 
big advantage over th e ir  A m erican-ow ned rivals. IV 

Jam es W heeler, a  professor o f accountancy 
a t 'th e  U niversity  o f  M ichigan, told the  T im es th a t 
the  low level o f profits habitually  repo rted  by 
m any foreign-owned com panies is "unbelievable^"

“* As a  resu lt o f this s ta te  of affairs, h e  no ted ,
“on th e  average, foreign-owned U.S. corpora tions ,. , 
pay substan tially  less tax  . . .  th a n  the  / / /
A m erican firms w ith .which they  com pete." .

■" If th a t’s true, it is a n  into! ..-able situation. ' ^  "  
Som ething should be  d o n e 'a b o u tit  forthw ith.

    •* * —  —  — —
V  F. institu tions th a t  also ru n s  m ajor observatories ;--------------------------  j— ------------------------  h astronom y’s  premi<
-ff K i t  P e a k  in  A rizona an d  C erro  Tololo in  ChLle.Here - .H u b b le  shou ld  havV 1 a  i  i  ■ m  i b  a  C m im L I m ## Am . ■ a 1* am  a m

41 William Randolph Hearst Jr. 
Hearst Newspapers.

**4 —  .

people  a t.th e  N ational A eronautics a n d  I  
in istra tion . S h e a s k s  him  w hy the  **

telescope will revolutionize m ankind’s  »<-v: , , ^ - 4 ^  
u n d erstan d in g  of th e  universe. “T he an sw er is. j ' t  '* I 
very sh o rt,"  H um pty  D um pty replies. “S pace # ■}' ’- 

: 'T e lesco p e  will revolutionize m ankind’s  J  > 
u n d erstan d in g  of th e  U niverse because it cost a 
billion dollars.”  - i  .

Actually, since construction  began in  1977 $1.5 
billion have b een  sp en t on th e  space telescope, 
m ostly by th e  Unitc-d S tates, b u t w ith som e 
critical help  from  the  13-nation E uropean  S pace 
Agency. H ubb le’s costs escalated, in large part, 
because o f early  developm ent difficulties an d  the 
four-year launching  delay necessitated  by the  
explosion o f th e  space  shu ttle  C hallenger in  Jan u a ry  
1986. J u s t  opera ting  th e  H ubble, once it gets into 
space, will ru n  $200 million m ore a  year. * ■■■%

B u t astronom ers reckon  th e  alue o f th e ir  "• - /  
expensive eye in  the  sky no t by ..ost, tiie  cynical jr 
H um pty  D um pty  notw ithstanding, b u . by th e ir  f  
ow n vision o f im pending  discovery. O ver th e  next 15 
years o r  m ore, the  H ubble’s designed lifetime, the 
b read th  and  d ep th  o f view from  the telescope’s  380- 
m ile-high o rb it should open th e ir  m inds to realm s 
o f know ledge once denied  m ere m ortals. W ith it they 

.. expect to  le a rn  the age  and  size of th e  universe 
an d  to  probe its  origin, evolution an d  ultim ate  fate.

•.-T he telescope will search  for p lanets a ro u n d '' 
o th e r s tars , a  key to  th e  quest for ex tra terrestria l'life , 
an d  exam ine in te rs te lla r d ust and  gases ou t o f  I 
w hich s ta rs  a re  bom . I t  will con tribu te  to the  hekled 
d ispu te  over th e  ra te  o f  the  un iverse’s  expansioi^
— an d  thus over its age — one of the  m ost im portan t 
m easu rem en ts to  be  u n d ertak en  by astronom ers^ 
operating  th e  telescope. “In  W onderland, you get 
p rizes for ask ing  th e  questions, not for giving the 

’ answ ers," says L ongair’s  M ad H atter. “ It’s  ju s t  like 
extragalactic  astronom y."

, ; V-'  W ith the sp irit o f  Alice leading th e  way I  se ti1 ’.
. ou t on  my ow n w ide-eyed adventure , w hich.landed, 

m e in  B altim ore. Now, astrophysicists applying, j. 
E instein ’s genera l theory  of relativity to  three- 7* ’ 
dim ensional space believe th a t the  un iverse  is j 
cu rved  and  h as no cen ter. B u t try  telling th a t to  the  

- eng ineers an d  scientists established in  a  beige p . : 
b rick  build ing on  a  w ooded hillside on the cam pus o f 
Jo h n s  H opkins U niversity. T his is th e  Space - .. 
Telescope Science Institu te , financed by NASA and  
opera ted  by th e  A ssociation o f Universities fo r ,4; . , , . -  
R esearch  in  A stronom y, a consortium  o f 20 y  ’

a t  '

i i j  - n t t .  
in to  gal 
th e  galaxies' 
M oreover, 
aw ay  from 
re la tionsh ip  
v e lo c ity ' 
d is tan t objects^ 
conditions in  
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th a t  th e  age o f tlfie 

T h e  H ubble fc 
fu ller knowledge!: 
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V isible light,'J»hic' 
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• story . R adio,|fifiaj 
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{ v io len t u n iv e r s a l  
F h u m a n  vision riSc

N o t h i n g  <& 
p o t e n t i a l  ft 
t h a n  t h e  h i  
s c i e n t i s t s ,  
b o r d e r i n g  
a s k i n g  i t  t<

|t-f»
seren ity  oi th e  nig: 
astronom y lias dev 
for observing wave 
th e  eye. '

O ne o f  th e  mos 
astronom y has bee 
m u rk y  and  turbule 

•'V blocks o r  attenuate 
.i i.r«cl id ing  visible li| 
jjS iu passing  utility v 
\ point. Thus,, thoug: 
” size o f  th a t o f the  I 

P a lo m ar in  Califor.

g a s tro n o m e rs  a re  p u ttin g  the finishing touches on  : 
^ m is s io n  p lans an d  will be directing, by  rem ote V  V 
i-c o n tro l, w hat th e  telescope looks a t  .

• • • * ' . .  ' -  .i. '  ■ J : . .

///O V E R S E E IN G  THIS AMBITIOUS 
u n d ertak in g  is R iccardo Giacconi, a n  Italian-born 

/ /a s tro n o m e r  an d .th e  in stitu te’s  director. H e w as a 
: : p rofessor of astronom y a t  H arvard  an d  led the  

( in ternational scientific team s th a t developed and

N oth ing  .define; 
m d iscovery b e tte r 

1. ^  scien tists, w ith  "an ; 
i ^  a re  asking it  to adc 

A ustra lian  a n d  fqn 
I theoretical astroph 

to  th e  chalkboardvi 
big questions in. thi 
profession, -s.

/successfully  opera ted  th e  U huru  an d  E instein  X -ray .j HO h e  scra t
: - astronom y satellites in  the 1970s. F o r th e  la s t.J  H  (for H ubble)

h e  scratches
„   ------------------------------- nau

eight years he  has been  planning how  to m ake th e  ra te  o f  th e  universi
m ost of the  H ubble  telescope’s abilities. ...Jtd- 'p th a t no  one  can be 
i-' “We a re  in  a  period  of revolution in  /j* , estim ates a re  twice 
astronom y,” G iacconi says w ith  a heavy Ita lian  u n certa in ty  about v

- a c c e n t “A nything you really w ant to  know  abou t "  j ' .  cosm ic d istances ai 
th e  un iverse  w e’ve found ou t in the  la s t 50 o r  so . uni ver se  is as little 

/y e a r s . I f  you w an t to  know  how  stare form , s . . . billion years old.
p roduce th e ir  energy  and  th en  die — th a t w as ■ B y observing st

■ unknow n u n til  the  theory  o f general relativity  an d  ;; -especially th e  lumii 
. the  discovery o f n u c lea r fusion in th is cen tury . If  you i for surveying  astro: 

w ant to  know  how big  the  universe is an d  how  old . accurately  determ ii 
— vie s ta rte d  learn ing  th a t in  1930.” . m uch  fa rth e r away

It w as thfe A m erican astronom er Edw in P.. r - Analysis o f these di 
H ubble.w ho la id  the  groundw ork  for studying th e  /  the  galaxies are  ret 
age o f  th e  universe. In  the  1920s he m ade two ~/  shou ld  determ ine  c 

— th a t the  universe is organized expansion  o f  the  ur
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Prepared by:
Steven E. Kettel
Income and Excise Audit Division

Analysis

Legislation Affecting Alaska Corporate Taxpayers with Foreign Parent 
Corporations.

The proposed legislation would require corporate income taxpayers with foreign 
parents to file on a water's edge combined basis beginning 1n calendar year 
1989. The legislation would not affect taxpayers who currently file under AS 
43.20.072 (Oil and Gas Producers and Pipelines). Nor would 1t affect Alaska 
corporations which do not have foreign operations. The total number of 
taxpayers affected and the total tax liability of these taxpayers are smill.

In order to derive an estimate of the possible revenue Impact of the proposed 
legislation the Department analyzed tax returns filed for the most recent tax 
year available - 1986. For tax year 1986 staff identified the tax returns of 
taxpayers with foreign parents. This methodology was designed to determine 
the potential revenue impact form only those taxpayers currently operating 1n 
Alaska. The Department did not estimate the potential revenue impact of 
Incremental business activity 1n Alaska by corporations with foreign parents 
which may be induced by this proposed legislation.

Based on an analysis of the taxpayers which were identified as possibly being 
affected by the proposed legislation, the maximum tax liability decrease for 
tax year 1986 would have been no greater the $500,000.
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SB 119  ( a )  
1/17/89

Prepared by: John Larson and 
Steve Kettel
Alaska Department of Revenue

Fiscal Note Analysis: Legislation Afi 
with Foreign Parent Corporations

Alaskan Corporate Taxpayers

The proposed legislation would require corporate Income taxpayers with 
foreign parents to file on a water's edge combined basis beginning in 
calendar year 1989. The legislation would not affect taxpayers who 
currently file under AS 43.20.072 (011 and Gas Producers and Pipelines). 
Nor would 1t affect Alaska corporations which do not have foreign 
operations. The total number of taxpayers affected and the total tax 
liability of these taxpayers are small.

In order to derive an estimate of the possible revenue Impact of this 
proposed legislation the Department analyzed tax returns filed for the 
most recent tax year available - 1986. For tax year 1986 staff 
Identified the tax returns of taxpayers with foreign parents. This 
methodology was designed to determine the potential revenue Impact from 
only those taxpayers currently operating 1n Alaska. The Department did 
not estimate the potential revenue Impact of Incremental business 
activity 1n Alaska by corporations with foreign parents which may be 
Induced by this proposed legislation.

Based on an analysis of the taxpayers which were Identified as possibly 
being affected by the proposed legislation, the maximum tax liability 
decrease for tax year 1986 would have been no greater than $60,000.

Fiscal Analysis 
page 2 of 2
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STATE OF ALASKA
1989 LEGISLATIVE SESSION

Please note: 17.6 of FY 90 funding has already been requested in the Legislative Affairs Agency 
budget request. This fiscal note for FY 90 reflects the 17.6 plus the additional 33.5 to add additional 
staff months to support the Code Revision Commission.

Prepared By: Pamela Stoops, Director 
Division: Administrative Services

Phone: 465-3850 
Date: 4/5/89

Approved By: Warren Endicott, Executive Director
Agency: Legislative Affairs Agency________________________________________ Date: 4/5/89

DISTRIBUTION (BY PREPARER) 
LEGISLATIVE FINANCE 
LEGISLATIVE SPONSOR

REQUESTOR
OFFICE OF MANAGEMENT & BUDGET 
AGENCY (IES)

Page _ 1  of _2_

REQUEST:
Revision Date: __________________
Title: An Act extending the termination

Affecte Agency Legislative Affairs Agency
BRU: Legislative Council

date of the Alaska Code Revision Commission.
Sponsor Senator Sturgulewski Components Legal Services
Requestor Senate Finance

EXPENDITURES/REVENUES: (THOUSANDS O
OPERATING
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants, Claims
Miscellaneous
TOTAL OPERATING

FY 89
DOLLARS

FY 90

CAPITAL

REVENUE

FUNDING: (THOUSANDS OF DOLLARS)
General Fund 
Federal Fund 
Other 
TOTAL

POSITIONS:
Full-Time
Part-Time
Temporary

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)



CONTINUATION OF FISCAL NOTE - SB 128
..

. —
Funding for the Code Revision Commission has been under the Legal Services Division since 
FY 87.

Current FY 89 funding is as follows:

23.0 Travel
17.0 Contractual (3.6 contractual—phones, advertising, etc., 14.0 Title 2 rewrite)
1.0 Supplies

41.6

Senate Bill 12S extends the termination date of the Alaska Code Revision Commission.

A recent audit found the funding level of the Code Revision Commission to be inadequate 
to carry out their function.

The following funding is being requested to adequately support the Code Revision Commission 
within the Legal Services Division. Existing clerical and attorney time will be absorbed within 
the Division to provide year-round staff support for the Commission. The funding request for 
personal services will increase existing staff from 9 months to 12 months.

Personal Services:

3 months at 12A -  Admin Asst 
3 months at 23A - Attorney

Travel: Travel of 13.0 has already been requested in the FY 90
LAA budget request. An additional 2.0 is requested.

Contractual: Contractual of 3.6 has already been requested in the FY 90 
LAA budget request. An additional 5.0 is requested for 
professional services for special projects.

Supplies: Supplies of 1.0 has already been requested in the FY 90
budget request.

LAA
Request

Travel
Contr.
Supplies

SB 128
Fiscal Note

Pers Svcs 26.5
13.0

+
Travel 2.0

3.6 Contr. 5.0
1.0

Code Revision 
FY 90 Request

Pers Svcs
Travel
Contr.
Supplies ___

17.6 33.5

26.5
15.0 
8.6 
1.0

51.1

Page of



Introduced: 1/19/89
Referred: Judiciary
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1 IN THE SENATE

2
3

4

5

BY STURGULEWSKI

SENATE BILL NO. 128 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL

6 For an Act entitled: "An Act extending the termination date of the Alaska

7 Code Revision Commission; and providing for an effec-

8 tive date."

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

10 * Section 1. AS 44.66.010(a)(8) is amended to read:

11 (8) Alaska Code Revision Commission (AS 24.20.075) --

12 June 30, 1993 [1989];

13 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

SB012Pa SB 128



BOARD: CODE REVISION COMMISSION, ALASKA

TITLE: Alaska Code Revision Commission

DEPT: Legislature

AUTHORITY: AS 24.20.075

STATUS: 89/06/30

REQUIREMENTS:

PROHIBITIONS: Public members may not be employees of state government.

TERM: 6 years (public members and Bar Association member); terms of public
members and Board of Governor's designee begin July 1 and e.id June 30 six 
years later (even-numbered years).

DESCRIPTION: 8 members - 1 attorney employed by Executive Branch appointed 
by Governor; 3 public (not state government employees) appointed by 
Legislative Council; 1 legislator, appointed by each house's presiding 
officer; a designee of the Chief Justice of the Supreme Court, and a 
designee of the Alaska Bar Association Board of Governors appointed by the 
Board of Governors of the Alaska Bar; members may be reappointed or 
redesignated; commission selects chair.

SPECIAL FACTS: Serve at pleasure of appointing authority except 3 public
members and designee of Alaska Bar Association who serve 6-year terms; 
quorum - 4 members; summary report to each Legislative Council, the 
Governor, all legislators, and the Chief Justice; commission selects chair 
and vice-chair.

FUNCTION: Reviews/recommends changes in statutes, judicial decisions for
defects/anachronisms of the law; reviews/considers proposed changes in the 
law; receives/considers suggestions to review/remedy the law; may hold 
public hearings and other meetings throughout the state.

COMPENSATION: Standard travel/per diem for legislators.

MEETINGS: As determined by chair 10 times per year; 27 days maximum.

*F0R FURTHER INFORMATION CONTACT: Executive Secretary, Alaska Code
Revision Commission, P.O. Pox Y, Juneau, AK 99811 PHONE: 465-2450
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j ALASKA CODE REVISION COMMISSION f
1
I

1 MEMBER APPT TERM I

! John W. Abbott
. ; • ... • 1 

88/11/28 94/06/30 !
I P.O. Box 100588
1 Anchorage 99510
i 346-1039 1
| Public - Chair

j Dick L. Madson 88/04/26 92/06/30 |
i 712 8th Avenue 11 pi
! Fairbanks 99701
! (W) 452-4215
j (H) 452-4254

Leg/Public

Wilson L. Condon 84/10/23 90/06/30 1
1121 Hillcrest Drive
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Peter Froehlich 86/07/01 1
P.O. Box K
Juneau 99811
(W) 465-3600
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Attorney/Executive

Pat Rodey 89/01/23 |
P.O. Box V
Juneau 99811
(Cap. 113)
(W) 465-3/93
Legis/S

Mary K. Hughes 86/07/01 92/06/30 ' 1
509 West 3rd Ave.
Anchorage 99501
(W) 274-7522
Bar Association

Thomas B. Stewart
Pouch U
Juneau 99811
(W) 463-4747
Supreme Court

Fran Ulmer 89/01/30 1
P.O. Box V
Juneau 99811
(Cap. 421)
(W) 465-4947
Legis/H
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A PERFORMANCE REVIEW 

OF THE

ALASKA CODE REVISION COMMISSION

conducted by

ELGEE & REHFELD 
Certified Public Accountants

Audit Control Number 

30-1349-89-R

Members of the Alaska

Code Revision Commission

John W. Abbott, Chairman 
Dick L. Madson 
Wilson L. Condon 
Peter Froehlich 
Senator Rick Halford 
Mary K. Hughes 
Honorable Thomas B. Stewart 
Representative John Sund



AUDIT DIVISION 
RO. BOX W
JUNEAU, ALASKA 99811-3300

THE LEGISLATURE
BUDGET AND AUDIT COMMITTEE

October 25, 1988

Members of the Legislative Budget 
and Audit Committee:

According to the provisions of Titles 24 and 44 of the 
Alaska Statutes, the Division of Legislative Audit is 
required to conduct a "sunset" review of the Alaska Code 
Revision Commission.

Since this Division is part of the Legislative branch of the 
State, as is the Commission, we lack the apparent independ­
ence necessary to perform the review.

As a result, the audit of the Alaska Code Revision 
Commission was conducted, and this report has been prepared 
by Elgee & Rehfeld, Certified Public Accountants.

We feel this report discharges our responsibility under 
Titles 24 and 44. The report is submitted for your review.

Randy s/ Welker, CPA 
Legislative Auditor 
Division of Legislative Audit



S e p t e m b e r  26, 1 9 8 8

L E G I S L A T I V E  A U D I T  D I V I S I O N  
S t a t e  o f  A l a s k a  
P . O .  B o x  W
J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 3 0 0  

A t t :  R a n d y  S. W e l k e r ,  L e g i s l a t i v e  A u d i t o r

D e a r  Mr. W e l k e r :

In a c c o r d a n c e  w i t h  the C o n t r a c t  f o r  S e r v i c e s  b e t w e e n  t h e  
L e g i s l a t i v e  A u d i t  D i v i s i o n  a n d  o u r  f i rm, w e  h a v e  c o m p l e t e d  a 
p e r f o r m a n c e  r e v i e w  o f  t h e  A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  
u s i n g  g u i d e l i n e s  a n d  s t a n d a r d s  e s t a b l i s h e d  in A l a s k a  
S t a t u t e s  for s u c h  " s u n s e t "  r e v i e w s .

T h e  r e p o r t ,  e n t i t l e d  A  P E R F O R M A N C E  R E V I E W  O F  T H E  A L A S K A  C O D E  
R E V I S I O N  C O M M I S S I O N ,  is h e r e b y  s u b m i t t e d .

R e s p e c t f u l l y ,

G e o r g e  W. E l g e e ,  C P A  
P a r t n e r

CERTIFIED PUBLIC ACCOUNTANTS

9220 Lee Smith Drive, Juneau, Alaska 99801 (907) 789-1692

G W E / j b
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A s  r e q u i r e d  b y  A S  4 4 . 6 6 . 0 5 0 ,  t h i s  r e p o r t  s h a l l  b e  c o n s i d e r e d  

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

w h e t h e r  t h e  A l a s k a  Code- R e v i s i o n  C o m m i s s i o n  s h o u l d  b e  

c o n t i n u e d  or r e e s t a b l i s h e d  w i t h  c h a n g e s .  A s  c u r r e n t l y  

s p e c i f i e d  in A S  4 4 . 6 6 . 0 1 0 ( a ) ,  th i s  c o m m i s s i o n  w i l l  t e r m i n a t e  

o n  J u n e  30, 1989.

S c o p e

T h e  m a j o r  a r e a s  s t u d i e d  w e r e  the c o m m i s s i o n ' s  o p e r a t i o n s ,  

p o l i c i e s ,  a d m i n i s t r a t i o n  a n d  p r o c e d u r e s ;  a n d  t h e  

e f f e c t i v e n e s s  o f  t h e  c o m m i s s i o n  in a c c o m p l i s h i n g  i t s  

m a n d a t e d  o b j e c t i v e  of r e c o m m e n d i n g  c h a n g e s  n e e d e d  t o  b r i n g  

" t h e  l a w  i n t o  h a r m o n y  w i t h  c u r r e n t  n e e d s  a n d  c o n d i t i o n s . "  

(AS 2 4 . 2 0 . 0 7 5 ( c ) ( 4 ) ) .

T h e  r e v i e w  c o n s i s t e d  of e x a m i n a t i o n ,  r e s e a r c h ,  a n a l y s i s  a n d  

e v a l u a t i o n  o f  t h e  f o l l o w i n g ;

(1) A p p l i c a b l e  A l a s k a  S t a t u t e s  a n d  a m e n d m e n t s  t h e r e t o :

P u r p o s e

In a c c o r d a n c e  w i t h  A S  2 4 . 2 0 . 2 7 1 ( 1 )  a n d  A S  4 4 . 6 6  ( S u n s e t  

L e g i s l a t i o n ) ,  a r e v i e w  of t h e  A l a s k a  C o d e  R e v i s i o n  

C o m m i s s i o n  w a s  c o n d u c t e d  to e x a m i n e  t h e  c o m m i s s i o n ' s  

a c t i v i t i e s ,  o p e r a t i o n ,  p o l i c i e s  a n d  a c c o m p l i s h m e n t s .  T h e  

p u r p o s e  o f  t h e  r e v i e w  is to d e t e r m i n e  if t h e  s u b j e c t  

c o m m i s s i o n  h a s  o p e r a t e d  in a fair, e f f e c t i v e ,  e f f i c i e n t  a n d  

e c o n o m i c a l  m a n n e r  in t h e  p e r f o r m a n c e  of its s t a t u t o r y  

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

1



HISTORY, ORGANIZATION AND FUNCTION
T h e  C o d e  R e v i s i o n  C o m m i s s i o n  w a s  e s t a b l i s h e d  as a p e r m a n e n t  

c o m m i s s i o n  of t h e  l e g i s l a t u r e  by a n  a c t  of t h a t  b o d y  (CH 114 

S L A - 1 9 7 6 ) .  T h e  a c t  c r e a t i n g  the c o m m i s s i o n  e s t a b l i s h e d  its 

m e m b e r s h i p  as c o n s i s t i n g  of two l e g i s l a t o r s  (one f r o m  e a c h  

h o u s e  a p p o i n t e d  by the p r e s i d i n g  o f f i c e r ) ;  a p u b l i c  m e m b e r  

a p p o i n t e d  b y  t h e  g o v e r n o r ;  a d e s i g n e e  o f  the c h i e f  j u s t i c e  

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

g o v e r n o r s  of t h e  A l a s k a  B a r  A s s o c i a t i o n .  T h e  d i r e c t o r  of 

l e g a l  s e r v i c e s  for the L e g i s l a t i v e  A f f a i r s  A g e n c y  or h i s  

d e s i g n e e  s e r v e s  as e x e c u t i v e  s e c r e t a r y  for the c o m m i s s i o n .

T h e  c o m m i s s i o n  w a s  c r e a t e d  to:

( 1 ) e x a m i n e  the s t a t u t e s  o f  t h e  s t a t e  a n d  j u d i c i a l  

d e c i s i o n s  to d i s c o v e r  d e f e c t s  a n d  a n a c h r o n i s m s  in 

t h e  law;

(2 ) r e v i e w  a n d  c o n s i d e r  p r o p o s e d  c h a n g e s  in t h e  l a w  

r e c o m m e n d e d  by t h e  N a t i o n a l  L a w  I n s t i t u t e ,  the 

N a t i o n a l  C o n f e r e n c e  of C o m m i s s i o n e r s  o n  U n i f o r m  

S t a t e  L a w s ,  t h e  A l a s k a  J u d i c i a l  C o u n c i l ,  t h e  S u p r e m e  

C o u r t ,  the s t a t e  or l o c a l  b a r  a s s o c i a t i o n s ,  

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

c o m m i s s i o n s  of the e x e c u t i v e  or j u d i c i a l  b r a n c h ,  a n d  

c o m m i t t e e s  of t h e  l e g i s l a t i v e  b r a n c h ;

(3) r e c e i v e  a n d  c o n s i d e r  s u g g e s t i o n s  f r o m  t h e  A l a s k a  

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

i n d i v i d u a l s  as to a r e a s  of t h e  l a w  n e e d i n g  r e v i s i o n  

a n d  r e m e d y ;

(4) r e c o m m e n d  c h a n g e s  in l a w  n e e d e d  to e l i m i n a t e  a n t i ­

q u a t e d  a n d  i n a d e q u a t e  r u l e s  of l a w  a n d  to b r i n g  the 

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



THIS DOCUMENT  
HAS BEEN REPHOTOGRAPHED  

TO ASSURE LEGIBILITY



PURPOSE AND SCOPE OF THE REVIEW
P u r p o s e

In a c c o r d a n c e  w i t h  A S  2 4 . 2 0 . 2 7 1 ( 1 )  a n d  A S  4 4 . 6 6  ( S u n s e t  

L e g i s l a t i o n ) ,  a r e v i e w  of t h e  A l a s k a  C o d e  R e v i s i o n  

C o m m i s s i o n  w a s  c o n d u c t e d  to e x a m i n e  t h e  c o m m i s s i o n ' s  

a c t i v i t i e s ,  o p e r a t i o n ,  p o l i c i e s  a n d  a c c o m p l i s h m e n t s .  T h e  

p u r p o s e  o f  t h e  r e v i e w  is to d e t e r m i n e  if t h e  s u b j e c t  

c o m m i s s i o n  h a s  o p e r a t e d  in a fair, e f f e c t i v e ,  e f f i c i e n t  a n d  

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

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

A s  r e q u i r e d  b y  A S  4 4 . 6 6 . 0 5 0 ,  t h i s  r e p o r t  s h a l l  b e  c o n s i d e r e d  

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

w h e t h e r  t h e  A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  s h o u l d  be 

c o n t i n u e d  or r e e s t a b l i s h e d  w i t h  c h a n g e s .  A s  c u r r e n t l y  

s p e c i f i e d  in A S  4 4 . 6 6 . 0 1 0 ( a ) ,  t h i s  c o m m i s s i o n  w i l l  t e r m i n a t e  

o n  J u n e  30, 1989.

S c o p e

T h e  m a j o r  a r e a s  s t u d i e d  w e r e  the c o m m i s s i o n ' s  o p e r a t i o n s ,  

p o l i c i e s ,  a d m i n i s t r a t i o n  a n d  p r o c e d u r e s ;  a n d  t h e  

e f f e c t i v e n e s s  o f  t h e  c o m m i s s i o n  in a c c o m p l i s h i n g  i t s  

m a n d a t e d  o b j e c t i v e  of r e c o m m e n d i n g  c h a n g e s  n e e d e d  to b r i n g  

" t h e  l a w  i n t o  h a r m o n y  w i t h  c u r r e n t  n e e d s  a n d  c o n d i t i o n s . "  

(AS 2 4 . 2 0 . 0 7 5 ( c ) ( 4 ) ) .

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

e v a l u a t i o n  of t h e  f o l l o w i n g :

(1) A p p l i c a b l e  A l a s k a  S t a t u t e s  a n d  a m e n d m e n t s  t h e r e t o :



(2) M i n u t e s  of the c o m m i s s i o n  f r o m  A u g u s t  2, 1 9 8 4  to 
J u n e  17, 1 9 8 8  (>/ith e x c e p t i o n  o f  m i s s i n g  m i n u t e s ) .

(3) S u n s e t  r e v i e w  d a t e d  N o v e m b e r  6 , 1981.

(4) S u n s e t  r e v i e w  d a t e d  N o v e m b e r  8 , 1984.

(5) R e c o r d s  a n d  d o c u m e n t s  of t h e  c o m m i s s i o n ,

(6 ) C o n t r a c t s  b e t w e e n  t h e  c o m m i s s i o n  a n d  i t s  - 
c o n s u l t a n t s ,

(7) C o m m i s s i o n  b u d g e t s  for F Y  8 6 , F Y  87 a n d  F Y  8 8 ,

(8 ) I n t e r v i e w s  c o n d u c t e d  w i t h :
D i r e c t o r  of L e g a l  S e r v i c e s ,  L e g i s l a t i v e  A f f a i r s  
A g e n c y
M e m b e r s  o f  t h e  c o m m i s s i o n

(9) F i n a n c i a l  r e c o r d s

( l O ) R e l e v a n t  l e g i s l a t i v e  i n t e n t  a n d  b i l l  h i s t o r y .



HISTORY, ORGANIZATION AND FUNCTION
T h e  C o d e  R e v i s i o n  C o m m i s s i o n  w a s  e s t a b l i s h e d  as a p e r m a n e n t  

c o m m i s s i o n  of the l e g i s l a t u r e  b y  an a c t  of t h a t  b o d y  (CH 114 

S L A - 1 9 7 6 ) .  T h e  a c t  c r e a t i n g  t h e  c o m m i s s i o n  e s t a b l i s h e d  i t s  

m e m b e r s h i p  a s  c o n s i s t i n g  o f  t w o  l e g i s l a t o r s  (one f r o m  e a c h  

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

a p p o i n t e d  b y  the g o v e r n o r ;  a d e s i g n e e  o f  the c h i e f  j u s t i c e  

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

g o v e r n o r s  of the A l a s k a  B a r  A s s o c i a t i o n .  T h e  d i r e c t o r  of 

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

d e s i g n e e  s e r v e s  a s  e x e c u t i v e  s e c r e t a r y  for the c o m m i s s i o n .

T h e  c o m m i s s i o n  w a s  c r e a t e d  to:

(1 ) e x a m i n e  t h e  s t a t u t e s  of t h e  s t a t e  a n d  j u d i c i a l  

d e c i s i o n s  to d i s c o v e r  d e f e c t s  a n d  a n a c h r o n i s m s  in 

t h e  law;

(2 ) r e v i e w  a n d  c o n s i d e r  p r o p o s e d  c h a n g e s  in the l a w  

r e c o m m e n d e d  b y  t h e  N a t i o n a l  L a w  I n s t i t u t e ,  t h e  

N a t i o n a l  C o n f e r e n c e  o f  C o m m i s s i o n e r s  o n  U n i f o r m  

S t a t e  L a w s ,  t h e  A l a s k a  J u d i c i a l  C o u n c i l ,  t h e  S u p r e m e  

C o u r t ,  t h e  s t a t e  o r  l o c a l  bar a s s o c i a t i o n s ,  

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

c o m m i s s i o n s  o f  the e x e c u t i v e  or j u d i c i a l  b r a n c h ,  a n d  

c o m m i t t e e s  o f  the l e g i s l a t i v e  b r a n c h ;

(3) r e c e i v e  a n d  c o n s i d e r  s u g g e s t i o n s  f r o m  t h e  A l a s k a  

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

i n d i v i d u a l s  a s  to a r e a s  of the l a w  n e e d i n g  r e v i s i o n  

a n d  r e m e d y ;

(4) r e c o m m e n d  c h a n g e s  in l a w  n e e d e d  to e l i m i n a t e  a n t i ­

q u a t e d  a n d  i n a d e q u a t e  r u l e s  of l a w  a n d  to b r i n g  t h e  

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



T h e  c o m m i s s i o n  is e m p o w e r e d  to:

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

t h r o u g h o u t  t h e  s t a t e ,  a n d  to d e t e r m i n e  a n  a p p r o ­

p r i a t e  q u o r u m  for c o n d u c t i n g  b u s i n e s s ;

(2 ) e s t a b l i s h  o n e  or m o r e  s u b c o m m i s s i o n s  to a s s i s t  it 

in the p e r f o r m a n c e  o f  its d u t i e s .

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

f o r  t h e  c o m m i s s i o n ,  a n d  ( s u b j e c t  to a p p r o p r i a t i o n s  for t h e  

p u r p o s e )  c o n t r a c t s  w i t h  o t h e r  a g e n c i e s  or p e r s o n s  for t h e  

p e r f o r m a n c e  of n e c e s s a r y  s e r v i c e s  for t h e  c o m m i s s i o n .

F u n d s  c o n s i d e r e d  n e c e s s a r y  for t h e  c o m m i s s i o n  (per d i e m ,  

t r a v e l ,  c o n t r a c t  e x p e n s e s )  a r e  t o  b e  s o u g h t  in a f o r m a l  

b u d g e t  r e q u e s t  to t h e  l e g i s l a t i v e  c o u n c i l .  ( A p p r o p r i a t e d  

f u n d s  a r e  d i s p e r s e d  a n d  a c c o u n t e d  for u n d e r  p r o c e d u r e s  

r e q u i r e d  b y  t h e  L e g i s l a t i v e  A f f a i r s  A g e n c y ) .

A l l  b r a n c h e s  o f  s t a t e  g o v e r n m e n t  a r e  d i r e c t e d  to p r o v i d e  

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

n e c e s s a r y  to t h e  a c c o m p l i s h m e n t  o f  its w o r k .

T h e  c o m m i s s i o n  is d i r e c t e d  to s u b m i t  its r e p o r t s  a n d  

r e c o m m e n d a t i o n s ,  a n d  d r a f t  l e g i s l a t i o n  a s  to r e v i s i o n  of 

law, to t h e  L e g i s l a t i v e  C o u n c i l ,  a n d  s h a l l  d i s t r i b u t e  t h e m  

to t h e  g o v e r n o r ,  m e m b e r s  o f  the l e g i s l a t u r e ,  a n d  t h e  c h i e f  

j u s t i c e  o f  the s u p r e m e  c o u r t .

In 1 9 77, m e m b e r s h i p  o n  the c o m m i s s i o n  w a s  b r o a d e n e d  to 

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

e m p l o y e d  by t h e  e x e c u t i v e  b r a n c h  of t h e  s t a t e  g o v e r n m e n t . "  

( C H  57 S L A  1 9 7 7 ) .



T h e  e n a b l i n g  l e g i s l a t i o n  w a s  f u r t h e r  a m e n d e d  by C H  44 S L A  

1 9 8 0  to:

(1) c l a r i f y  the n a m e  o f  t h e  c o m m i s s i o n  as t h e  A l a s k a  

C o d e  R e v i s i o n  C o m m i s s i o n ;

(2 ) e s t a b l i s h  6 y e a r  t e r m s  for the p u b l i c  m e m b e r s

a n d  t h e  d e s i g n e e  of t h e  A l a s k a  B a r  A s s o c i a t i o n  B o a r d  

o f  G o v e r n o r s  , a n d  p r e s c r i b e  t h e  m a n n e r  in w h i c h  

v a c a n c i e s  a r e  f i l l e d ;

(3) c l a r i f y  t h e  p e r  d i e m  a n d  t r a v e l  a l l o w a n c e s  p r o v i d e d  

m e m b e r s  o f  t h e  c o m m i s s i o n ;

(4) p r e s c r i b e  the m a n n e r  in w h i c h  t h e  p u b l i c  m e m b e r s  a n d  

t h e  d e s i g n e e  of the B o a r d  of G o v e r n o r s  s h a l l  

d e t e r m i n e  t h e  l e n g t h  o f  t h e i r  r e s p e c t i v e  t e r m s  o f  

o f f i c e ;

(5) b r i n g  t h e  A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  w i t h i n  t h e  

p u r v i e w  of t h e  s u n s e t  l a w  (AS 4 4 . 6 6 . 1 0 1 )

I n  1 9 8 2 ,  f o l l o w i n g  c o n s i d e r a t i o n  o f  t h e  p e r f o r m a n c e  r e v i e w  

o f  t h e  A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  c o n d u c t e d  in 

a c c o r d a n c e  w i t h  the r e q u i r e m e n t s  of A S  4 4 . 6 6 ,  t h e  c o m m i s s i o n  

w a s  c o n t i n u e d  u n t i l  J u n e  30, 1 9 8 5 .  T h e  e n a b l i n g  l e g i s l a t i o n  

w a s  f u r t h e r  a m e n d e d  b y  ch 65 S L A  1 9 8 2  w h i c h  p r o v i d e d  for:

(1 ) t h r e e  p u b l i c  m e m b e r s  ( b r i n g i n g  t o t a l  c o m m i s s i o n  m e m ­

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

for t h e  a d d i t i o n a l  p u b l i c  m e m b e r s ;

(2) a d d i t i o n  of the A l a s k a  L e g i s l a t i v e  C o u n c i l  a n d  the 

A m e r i c a n  L a w  I n s t i t u t e  ( f o r m e r l y  N a t i o n a l  L a w  

I n s t i t u t e )  to t h o s e  o r g a n i z a t i o n s  w h o s e  p r o p o s e d  

c h a n g e s  in t h e  l a w  a r e  to b e  r ^ ' ^ e w e d  a n d  c o n s i d e r e d  

by the c o m m i s s i o n ;



' •
(3) a r e q u i r e m e n t  th a t  t h e  c o m m i s s i o n ' s  r e c o m m e n d a t i o n s  

a s  to r e v i s i o n s  of A l a s k a  l a w  s h a l l  b e  a c c o m p a n i e d  

b y  a s e c t i o n a l  a n a l y s i s  " u s i n g  l a n g u a g e  t h a t  is 

u n d e r s t a n d a b l e  to a l a y m a n . "

I n  1 9 8 6  A S  2 4 . 2 0 . 0 7 4  (b) w a s  a m e n d e d  t o  h a v e  t h e  t h r e e

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

o f  b y  t h e  g o v e r n o r .  A n  a d d i t i o n a l  c h a n g e  w a s  a l s o  m a d e  to 

c o n t i n u e  t h e  t e r m s  of c o m m i s s i o n  m e m b e r s  u n t i l  a m e m b e r ' s  

s u c c e s s o r  is a p p o i n t e d .



P o l i c y  I s s u e s

T h i s  r e v i e w  d i s c u s s e s  i s s u e s  r a i d e d  as a r e s u l t  o f  o u r  

a n a l y s i s  a n d  e v a l u a t i o n  o f  t h e  c o m m i s s i o n 's o r g a n i z a t i o n  a n d  

s t r u c t u r e ,  r e s p o n s i b i l i t i e s ,  o p e r a t i o n s  a n d  p r o c e d u r e s .  

R e s o l u t i o n  of t h e s e  p o l i c y  m a t t e r s  w i l l  r e q u i r e  l e g i s l a t i v e  

a c t i o n .  In d e b a t i n g  t h e s e  i s s u e s ,  t h e  l e g i s l a t i v e  o v e r s i g h t  

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

p r e s e n t e d  in t h i s  r e p o r t  in r e a c h i n g  t h e i r  d e c i s i o n .

R e p o r t  C o n c l u s i o n

In o u r  o p i n i o n ,  t h e  A l a s k a  L e g i s l a t u r e  s h o u l d  c o n t i n u e  the 

A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  a s  a p e r m a n e n t  c o m m i s s i o n  of 

t h e  l e g i s l a t u r e  s u b j e c t ,  h o w e v e r ,  t o  a n  i n c r e a s e  in t h e  

c o m m i s s i o n ' s  o p e r a t i n g  b u d g e t .  A d d i t i o n a l l y  s o m e  c h a n g e s  

s h o u l d  b e  m a d e  to t h e  s t a t u t e s  r e g a r d i n g  c o m m i s s i o n  

m e m b e r s h i p  a n d  a t t e n d a n c e .

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

is s u p p o r t e d  b y  the f o l l o w i n g  r a t i o n a l e :

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

is n o t  d u p l i c a t e d  b y  a n y  o t h e r  a g e n c y ;  i.e. 

s u b s t a n t i v e  r e v i e w  of e n t i r e  b o d i e s  o f  s t a t e  law.

( 2 ) T h e  c o m m i s s i o n  h a s  t h e  t i m e ,  o b j e c t i v i t y ,  e x p e r i e n c e  

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

c o mplex, a r e a s  of l a w  t h a t  it s e e k s  to i m p r o v e .
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( 4 ) T h e  c o m m i s s i o n  p r o v i d e s  a v a l u a b l e  s e r v i c e  to t h e  

l e g i s l a t u r e  b y  i t s  s t u d y ,  h e a r i n g s  a n d  r e s u l t i n g  

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

c o n c e r n i n g  i m p r o v e m e n t  o f  s t a t e  s t a t u t e s .

T h e  c o n c l u s i o n  r e c o m m e n d i n g  i n c r e a s e s  to t h e  c o m m i s s i o n ' s  

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

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

T h e  b u d g e t  of the C o m m i s s i o n  is n o t  a d e q u a t e  to 

p r o p e r l y  c o n d u c t  its a f f a i r s .  T h i s  is e v i d e n c e d  b y  t h e  

f a c t  t h a t  t h e  c o m m i s s i o n  h a s  n o t  k e p t  a d e q u a t e  m i n u t e s  

o f  i t s  m e e t i n g s  a n d  h a s  n o t  t a k e n  o n  a n y  s i g n i f i c a n t  

n e w  l e g i s l a t i v e  t a s k s  in f o u r  y e a r s .

A t t e n d a n c e  at m e e t i n g s  o f  t h e  c o m m i s s i o n  b y  s p e c i f i c  

m e m b e r s  of the c o m m i s s i o n  w a s  a s  l o w  a s  25% o v e r  t h e  

p e r i o d  u n d e r  r e v i e w .

( 3 ) T h e  c o m m i s s i o n  c o n d u c t s  a c o n t i n u i n g  f o r u m  w h e r e

i n t e r e s t e d  p a r t i e s  a r e  w e l c o m e  to p r o v i d e  t e s t i m o n y  

a n d  to p a r t i c i p a t e  in d e b a t e  w i t h  r e s p e c t  to a r e a s  

of the l a w  in n e e d  of a m e n d m e n t  or r e f o r m .
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T h e  A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  is a d e d i c a t e d  

o r g a n i z a t i o n .  T h e  m e m b e r s  of t h e  c o m m i s s i o n  for the m o s t  

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

c o m m i s s i o n ' s  m e m b e r s h i p  is s u c h  t h a t  t h e  S t a t e  o f  A l a s k a  

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

c o n s u l t a t i o n  f r o m  s o m e  of the b e s t  l e g a l  m i n d s  a v a i l a b l e .  

T h e  i n d i v i d u a l  m e m b e r s  a r e  so d e d i c a t e d  to t h e i r  m i s s i o n  

t h a t  e v e n  t h o u g h  t h e  c o m m i s s i o n ' s  b u d g e t  w a s  e l i m i n a t e d  in 

F Y 86 t h e y  s t i l l  m a d e  t h e m s e l v e s  a v a i l a b l e  to t e s t i f y  b e f o r e  

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

It w o u l d  n o t  be e q u i t a b l e  to u s e  the s a m e  c r i t e r i a  in 

j u d g i n g  the p e r f o r m a n c e  o f  t h e  C o d e  R e v i s i o n  C o m m i s s i o n ,  

w h o s e  j o b  is to m a k e  r e c o m m e n d a t i o n s  to t h e  l e g i s l a t u r e ,  as 

w o u l d  b e  e m p l o y e d  in the a u d i t  o f  a n  a g e n c y  or b o a r d  

d i r e c t l y  s e r v i n g  t h e  c i t i z e n s  of A l a s k a .  T h u s ,  t h e  f o c u s  of 

t h i s  r e v i e w  is not the n u m b e r  or i m p o r t a n c e  of the 

c o m m i s s i o n ' s  r e c o m m e n d a t i o n s  t h a t  h a v e  a c t u a l l y  b e e n  e n a c t e d  

b y  t h e  l e g i s l a t u r e —  b u t  r a t h e r ,  the f a i r n e s s ,  e f f e c t i v e n e s s  

a n d  e f f i c i e n c y  o f  the c o m m i s s i o n ' s  p r o c e d u r e s  in a r r i v i n g  at 

i t s  r e c o m m e n d a t i o n s  for i m p r o v e m e n t  o f  A l a s k a ' s  law s .

D i s c u s s i o n



E F F E C T I V E N E S S

T h e  c o m m i s s i o n 's w o r k  is c o n d u c t e d  u n d e r  t h e  o p e n  m e e t i n g s  

a c t .  T h e  c o m m i s s i o n  a c c e p t s  p u b l i c  t e s t i m o n y  at a l l  o f  i t s  

m e e t i n g s .  T h e  n a t u r e  o f  t h e  c o m m i s s i o n ' s  w o r k  d o e s  n o t  

a t t r a c t  p u b l i c  a t t e n t i o n  a n d  the w o r k  p e r f o r m e d  b y  t h e  

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

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

r e c o m m e n d e d  b y  the • c o m m i s s i o n  t o  m o d i f y  t h e  s p e c i f i c  

s t a t u t e s  u n d e r  r e v i e w .  A d d i t i o n a l l y ,  it m a y  be p r e c i e v e d  b y  

m a n y  t h a t  t h e  n e e d  to t e s t i f y  b e f o r e  t h e  c o m m i s s i o n  is n o t  

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

s u b m i t t e d  to t h e  L e g i s l a t u r e  for f u r t h e r  r e v i e w  a t  w h i c h  

t i m e  t h o s e  c o n c e r n e d  m a y  t e s t i f y .

T h e  e f f e c t i v e n e s s  o f  the c o m m i s s i o n  is n o t  i m p r e s s i v e  for 

t h e  p e r i o d  u n d e r  r e v i e w .  In the f o u r  y e a r s  s i n c e  t h e  l a s t  

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

e n a c t e d  i n t o  l a w  (see A p p e n d i x  A). T h e s e  t w o  b i l l s  w e r e  

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

y e a r s .  T h i s  l a c k l u s t e r  a c c o m p l i s h m e n t  c a n  be v i e w e d  in b o t h
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r

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

a s  w e l l  a s  t h e  d i l i g e n c e  o f  t h e  c o m m i s s i o n .  P r o b a b l y  no 

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

d e t e r m i n a t i o n  to p u r s u e  p a s s a g e  of t h e s e  b i l l s .  T h e

d o w n s i d e  is t h a t  it t o o k  t h e  c o m m i s s i o n  t e n  y e a r s  to g e t  

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

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

f o u r  y e a r  p e r i o d .

S i n c e  its l a s t  s u n s e t  r e v i e w ,  t h e  c o m m i s s i o n  i n c u r r e d  a 

s u b s t a n t i a l  .reduction to i t s  o p e r a t i n g  b u d g e t .  F r o m  1 9 8 2  

u n t i l  198 5 ,  t h e  c o m m i s s i o n  h a d  a n  a t t o r n e y  w i t h  s u b s t a n t i a l  

s t a t e  g o v e r n m e n t  e x p e r i e n c e  as i t s  r e s e a r c h  d i r e c t o r  a n d  a 

s e c r e t a r y .  T h i s  s t a f f  p r o v i d e d  t h e  c o m m i s s i o n  w i t h  an 

a b i l i t y  to c o n d u c t  its b u s i n e s s  in w h a t  a p p e a r s  to h a v e  b e e n  

a n  e x t r e m e l y  e f f i c i e n t  a n d  e f f e c t i v e  m a n n e r .

T h e r e  a p p e a r s  to be a d i r e c t  c o r r e l a t i o n  b e t w e e n  t h e  

c o m m i s s i o n ' s  b u d g e t  r e d u c t i o n  a n d  t h e  a m o u n t  o f  w o r k  

p r o d u c e d  b y  t h e  c o m m i s s i o n .  D u r i n g  t h e  p e r i o d  f r o m  1 9 8 2  to 

198 4 ,  w h e n  t h e  c o m m i s s i o n  h a d  fu l l  f u n d i n g ,  e i g h t  m a j o r
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p i e c e s  o f  c o m m i s s i o n  l e g i s l a t i o n  w e r e  e n a c t e d  b y  t h e  

l e g i s l a t u r e .  F r o m  t h e  p e r i o d  1 9 8 5  to 1988, o n l y  t w o  p i e c e s  

o f  c o m m i s s i o n  l e g i s l a t i o n  h a v e  b e e n  e n a c t e d .  It is 

i m p o r t a n t  to n o t e  that, t h e  w o r k  o n  t h e s e  t w o  p i e c e s  of 

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

c o m m i s s i o n  b e f o r e  1985. It a p p e a r s  the l a c k  of c o m m i s s i o n  

s t a f f  h a s  d r a m a t i c a l l y  a f f e c t e d  its a b i l i t y  to e f f i c i e n t l y  

d e a l  w i t h  its w o r k  loa d .

P e r  s t a t u t e ,  the s t a f f  o f  t h e  L e g i s l a t i v e  A f f a i r s  A g e n c y

s e r v e s  a s  s t a f f  for t h e  c o m m i s s i o n .  In p r a c t i c e ,  h o w e v e r ,

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

i n f r e q u e n t l y  b e e n  a b l e  to s e r v e  as s t a f f  for t h e  c o m m i s s i o n ;

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

t h e  c o m m i s s i o n s  b u d g e t  h a s  b e e n  r e d u c e d .

* * *

T h e  f i n d i n g s  a n d  r e c o m m e n d a t i o n s  c o n t a i n e d  in t h e  f o l l o w i n g  

s e c t i o n  of t h i s  r e v i e w  a r e  d e s i g n e d  to i m p r o v e  t h e  f a i r n e s s ,  

e f f e c t i v e n e s s  a n d  e f f i c i e n c y  w i t h  w h i c h  t h e  c o m m i s s i o n  

c o n d u c t s  its s e r v i c e  to t h e  l e g i s l a t u r e .
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F I N D I N G S  A N D  R E C O M M E N D A T I O N S

T h e  c o m m i s s i o n ' s  b u d g e t  s h o u l d  be i n c r e a s e d .  If t h e

c o m m i s s i o n ' s  b u d g e t  is n o t  a d e q u a t e l y  f u n d e d  t h e n  t h e  

c o m m i s s i o n  s h o u l d  n o t  b e  c o n t i n u e d .

T h e  d r a s t i c  r e d u c t i o n  o f  t h e  c o m m i s s i o n ' s  b u d g e t  a p p e a r s  to 

h a v e  h a d  a s u b s t a n t i a l  a f f e c t  o n  the c o m m i t t e e ' s  a b i l i t y  to 

p e r f o r m  i t s  f u n c t i o n .  T h e  c o m m i s s i o n  p r e s e n t l y  a p p e a r s  to 

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

c o m p l e t e d  b e f o r e  i t s  b u d g e t  w a s  cut. T h e r e  is n o  i n d i c a t i o n  

t h a t  t h e  c o m m i s s i o n  h a s  t a k e n  o n  or c o m p l e t e d  a n d  s e n t  to 

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

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

T h e  c o m m i s s i o n ' s  b u d g e t  a p p e a r s  to b e  b e l o w  e v e n  t h a t  o f  a 

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

p e r s o n a l  s e r v i c e s  a n d  i n s u f f i c i e n t  f u n d s  to c o n t r a c t  for a n y  

s i g n i f i c a n t  p r o f e s s i o n a l  s e r v i c e s .  T h e  f u n d s  a v a i l a b l e  to 

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

D u r i n g  t h e  p e r i o d  r e v i e w e d ,  t h e  c o m m i s s i o n  d i d  n o t  h a v e  

s t a f f  for b a s i c  d u t i e s  s u c h  as k e e p i n g  t h e  m i n u t e s  o f  t h e i r  

m e e t i n g s ,  t h e s e  d u t i e s  b e i n g  a s s i g n e d  to i n d i v i d u a l  

c o m m i s s i o n  m e m b e r s  o n  a m e e t i n g  b y  m e e t i n g  b a s i s .

Recom m endation N o .l



C o n s e q u e n t l y ,  s o m e  m i n u t e s  w e r e  n o t  k e p t  a n d  w e r e  not 

a v a i l a b l e  for r e v i e w .

It is r e c o m m e n d e d  t h a t  t h e  c o m m i s s i o n  be f u n d e d  a t  a l e v e l  

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

It is s u g g e s t e d  t h a t  at l e a s t  a h a l f  t i m e  p o s i t i o n  in b o t h  

t h e  a d m i n i s t r a t i v e  a n d  l e g a l  r e s e a r c h  a r e a s  b e  m a d e  

a v a i l a b l e  to t h e  c o m m i s s i o n .  T h e s e  p o s i t i o n s  m i g h t  b e s t  be 

p l a c e d  in the, l e g a l  s e r v i c e s  s e c t i o n  of t h e  L e g i s l a t i v e  

A f f a i r s  D i v i s i o n  a n d  b e  m a d e  a v a i l a b l e  to t h e  c o m m i s s i o n  o n  

a n  a s  n e e d e d  b a s i s .

If t h e  c o m m i s s i o n  d o e s  n o t  r e c e i v e  a d e q u a t e  f u n d i n g  t h e n  it 

is s u g g e s t e d  t h a t  t h e  c o m m i s s i o n  n o t  b e  c o n t i n u e d .  A n  

a l t e r n a t i v e  to t h e  c o m m i s s i o n  w o u l d  be to a p p o i n t  a s p e c i a l  

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

a n  a s  n e e d e d  b a s i s  a s  t h e  l e g i s l a t u r e  d e t e r m i n e s  n e c e s s a r y .



C o m m i s s i o n  m e m b e r s  w h o  a r e  e x c e s s i v e l y  a b s e n t  f '.om 

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

In a r e v i e w  o f  the a t t e n d a n c e  b y  i n d i v i d u a l  m e m b e r s  of t h e  

c o m m i s s i o n ,  it w a s  d i s c o v e r e d  t h a t  in s o m e  i n s t a n c e s  

a t t e n d a n c e  w a s  b e l o w  50%. T h e  L e g i s l a t u r e  h a s  r e c o g n i z e d  

t h e  i m p o r t a n c e  of a c o m m i s s i o n  w h o s e  m a k e u p  r e p r e s e n t s  a 

b r o a d  r a n g e  o f  l e g a l  a n d  p u b l i c  i n t e r e s t s .  If a c o m m i s s i o n  

m e m b e r  is n o t  a b l e  to a t t e n d e d  m e e t i n g s ,  t h e n  it is p o s s i b l e  

t h e  c o m m i s s i o n  is n o t  g e t t i n g  s u f f i c i e n t  i n p u t  f r o m  t h e  

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

b y  t h e  l e g i s l a t u r e .

It is r e c o m m e n d e d  t h a t  if a t t e n d a n c e  b y  a n  i n d i v i d u a l  

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

m e m b e r  b e  r e p l a c e d .

Recom m endation No. 2



L e g i s l a t i v e  m e m b e r s  o f  the c o m m i s s i o n  s h o u l d  be a l l o w e d  to 

d e s i g n a t e  a p e r s o n  to r e p r e s e n t  t h e m  at c o m m i s s i o n  m e e t i n g s  

s h o u l d  t h e y  not b e  a b l e  to a t t e n d .

A  r e v i e w  o f  a t t e n d a n c e  by l e g i s l a t i v e  m e m b e r s  o f  t h e  

c o m m i s s i o n  i n d i c a t e d  t h a t  t h e y  a t t e n d e d  l e s s  t h a n  25% of 

c o m m i s s i o n  m e e t i n g s .

I n  i n t e r v i e w s  w i t h  c o m m i s s i o n  m e m b e r s ,  it w a s  a g r e e d  t h a t  

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

b e n e f i c i a l .  L e g i s l a t i v e  m e m b e r s  t h a t  h a v e  b e e n  a c t i v e l y  

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

b e e n  q u i t e  h e l p f u l  in g e t t i n g  t h e  c o m m i s s i o n ' s  w o r k  e n a c t e d  

i n t o  law.

It is s u g g e s t e d  t h a t  i n s t e a d  of r e p l a c i n g  l e g i s l a t i v e  

m e m b e r s  w h o  h a v e  p o o r  a t t e n d a n c e ,  t h a t  t h e y  be a l l o w e d  to 

d e s i g n a t e  a p e r s o n  to r e p r e s e n t  t h e m  a t  c o m m i s s i o n  m e e t i n g s .  

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

Recom m endation No. 3



v i  - . . • v;v -  • • ' • •• • *:r ** . v. \  . ‘ . •; \  •.» .

T h e  p u b l i c  n e e d  f a c t o r s  d e f i n e d  in t h e  " S u n s e t "  l a w  p e r t a i n  

p r i m a r i l y  to r e g u l a t o r y  b o d i e s ,  or to c o m m i s s i o n s ,  b o a r d s  

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

T h e  f o l l o w i n g  a n a l y s i s  of t h e  A l a s k a  C o d e  R e v i s i o n  

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

p e r m a n e n t  c o m m i s s i o n  o f  t h e  l e g i s l a t u r e  t h a t  w e  w e r e  a b l e  to 

c o v e r  w i t h i n  t h e  s c o p e  of o u r  r e v i e w .

A  d e t e r m i n a t i o n  a s  to w h e t h e r  a b o a r d  or c o m m i s s i o n  or 

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

c o n t i n u e d  e x i s t e n c e  s h a l l  t a k e  i n t o  c o n s i d e r a t i o n  t h e  

f o l l o w i n g  f a c t o r s .

I . T h e  e x t e n t  to w h i c h  t h e  b o a r d ,  c o m m i s s i o n
or p r o g r a m  h a s  o p e r a t e d  in t h e  p u b l i c  i n t e r e s t ;

1. T h e  c o m m i s s i o n  h a s  r e c o m m e n d e d  r e v i s i o n s  

to A l a s k a  l a w  w h i c h  in its j u d g e m e n t  w e r e  in 

t h e  g e n e r a l  p u b l i c  i n t e r e s t .

II. T h e  e x t e n t  to w h i c h  t h e  o p e r a t i o n  o f  t h e
b o a r d ,  c o m m i s s i o n  o r  a q e n c y  p r o g r a m h a s  b e e n
i m p e d e d  or e n h a n c e d  b y  e x i s t i n g s t a t u t e s ,
p r o c e d u r e s ,  a n d  p r a c t i c e s  w h i c h  it has a d o p t e d  ,
a n d  a n y  o t h e r  m a t t e r ,  i n c l u d i n g b u d g e t a r y ,
r e s o u r c e ,  a n d  p e r s o n n e l  m a t t e r s ;
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1. T h e  c o m m i s s i o n ' s  b u d g e t  h a s  d r a m a t i c a l l y  

d e c r e a s e d  s i n c e  its l a s t  s u n s e t  r e v i e w .  In

F Y 8 6 , the c o m m i s s i o n ' s  b u d g e t  w a s  c o m p e t e l y  

e l i m i n a t e d ,  (see B u d g e t  I n f o r m a t i o n  A p p e n d i x  

B). Yet d e s p i t e  r e d u c e d  f u n d i n g  t h e

c o m m i s s i o n  h a s  c o n t i n u e d  to o p e r a t e .

H o w e v e r ,  if t h e  l e g i s l a t u r e  is n o t  g o i n g  to 

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

s h o u l d  be e l i m i n a t e d  (See R e c o m m e n d a t i o n

I I I . T h e  e x t e n t  to w h i c h  t h e  b o a r d ,  c o m m i s s i o n  or 
a g e n c y  h a s  r e c o m m e n d e d  s t a t u t o r y  c h a n g e s  w h i c h  a r e  
g e n e r a l l y  of b e n e f i t  to the p u b l i c  i n t e r e s t ;

1. T h e  c o m m i s s i o n  h a s  r e c o m m e n d e d  s t a t u t o r y  

c h a n g e s  w h i c h  in i t s  j u d g e m e n t  w a s  of b e n e f i t  

to t h e  p u b l i c  i n t e r e s t .

IV. T h e  e x t e n t  to w h i c h  t h e  b o a r d ,  c o m m i s s i o n  or 
a g e n c y  h a s  e n c o u r a g e d  i n t e r e s t e d  p e r s o n s  t o  report: 
to it c o n c e r n i n g  t h e  e f f e c t  o f  its r e g u l a t i o n s  a n d  
d e c i s i o n s  o n  t h e  e f f e c t i v e n e s s  o f  s e r v i c e ,  e c o n o m y  
of s e r v i c e ,  a n d  a v a i l a b i l i t y  of s e r v i c e  w h i c h  it 
h a s  p r o v i d e d ;

1. T h e  c o m m i s s i o n  h a s  a c c e p t e d  a n d  e n c o u r a g e d

t e s t i m o n y  o n  its r e c o m m e n d a t i o n s .

V. T h e  e x t e n t  to w h i c h  t h e  b o a r d ,  c o m m i s s i o n  or 
a g e n c y  h a s  e n c o u r a g e d  p u b l i c  p a r t i c i p a t i o n  in t h e  
m a k i n g  o f  its r e g u l a t i o n s  a n d  d e c i s i o n s ;



1. T h e  c o m m i s s i o n  h a s  c o n s i s t e n t l y  a t t e m p t e d  

to n o t i f y  a l l  p a r t i e s  of i n t e r e s t  in t o p i c s

t h a t  it w a s  s t u d y i n g ,  a n d  h a s  e n c o u r a g e d  

t h e i r  p a r t i c i p a t i o n  in its m e e t i n g s .

VI. T h e  e f f i c i e n c y  w i t h  w h i c h  p u b l i c i n q u i r i e s  or
c o m p l a i n t s  r e g a r d i n g  t h e  a c t i v i t i e s of t h e  b o a r d ,
c o m m i s s i o n  or a g e n c y  f i l e d  w i t h it, w i t h  the
d e p a r t m e n t  to w h i c h  a b o a r d  or c o m m i s s i o n  is
a d m i n i s t r a t i v e l y  a s s i g n e d ,  or w i t h the o f f i c e  of
t h e  o m b u d s m a n  h a v e  b e e n  p r o c e s s e d  a n d  r e s o l v e d .

1. N o  c o m p l a i n t s  h a v e  b e e n  f i l e d  w i t h  the 

o m b u d s m a n ' s  o f f i c e  in a f o u r  y e a r  p e r i o d .

V I I . T h e  e x t e n t  to w h i c h  a b o a r d  or c o m m i s s i o n  
w h i c h  r e g u l a t e s  e n t r y  i n t o  a n  o c c u p a t i o n  or
p r o f e s s i o n  h a s  p r e s e n t e d  q u a l i f i e d  a p p l i c a n t s  to 
s e r v e  t h e  p u b l i c ;

N o t  a p p l i c a b l e  t o  t h i s  c o m m i s s i o n .

V I I I .  
p r a c t i c e s ,

T h e  e x t e n t  to w h i c h  s t a t e  p e r s o n n e l
i n c l u d i n g a f f i r m a t i v e a c t i o n

r e q u i r e m e n t s ,  h a v e  b e e n  c o m p l i e d  w i t h  by the 
b o a r d ,  c o m m i s s i o n  or a g e n c y  to its o w n  a c t i v i t i e s  
a n d  t h e  a r e a  of a c t i v i t y  or i n t e r e s t ; a n d

N o t  a p p l i c a b l e  to t h i s  c o m m i s s i o n .

IX. T h e  e x t e n t  to w h i c h  s t a t u t o r y ,  r e g u l a t o r y ,  
b u d g e t i n g  or o t h e r  c h a n g e s  a r e  n e c e s s a r y  to e n a b l e  
t h e  a g e n c y ,  b o a r d  or c o m m i s s i o n  to b e t t e r  s e r v e  
t h e  i n t e r e s t s  of the p u b l i c  a n d  to c o m p l y  w i t h  t h e  
f a c t o r s  e n u m e r a t e d  in t h i s  s u b s e c t i o n .

P l e a s e  r e f e r  to F I N D I N G S  A N D  R E C O M M E N D A T I O N S  

s e c t i o n  of t h i s  r e p o r t .



APPENDIX A

L E G I S L A T I V E  E N A C T M E N T  O F  T H E  

R E C O M M E N D A T I O N S  O F  T H E  A L A S K A  

C O D E  R E V I S I O N  C O M M I S S I O N  1 9 8 5 ,  1 9 8 5 ,  1 9 8 7



L E G I S L A T I V E  E N A C T M E N T  O F  C O M M I S S I O N  R E C O M M E N D A T I O N S  1 9 85, 
1 9 8 6 ,  1 9 8 7 ,  A N D  1988

1 9 8 5
N O  C O M M I S S I O N  L E G I S L A T I O N  W A S  E N A C T E D

1 9 8 6
N O  C O M M I S S I O N  L E G I S L A T I O N  W A S  E N A C T E D

1 9 8 7
N O  C O M M I S S I O N  L E G I S L A T I O N  W A S  E N A C T E D

1 9 8 8

C O R P O R A T I O N  C O D E  
C H  1 6 6  - S L A 3 8

D O C U M E N T  R E C O R D I N G  
C H  1 6 1  - S L A  88

'7 1
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APPENDIX B

L E G I S L A T I O N  S U B M I T T E D  T O  T H E  L E G I S L A T U R E  A N D  W O R K  IN P R O C E S S  
B U T  N O T  S U B M I T T E D  T O  T H E  L E G I S L A T U R E  1 9 8 5 ,  1986, 1987,
198 8 .

1 4 T H  L E G I S L A T U R E  1 9 8 5 - 8 6 .

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

C O R P O R A T I O N  C O D E  
R E C O R D A B L E  D O C U M E N T S  (1)
S E C U R I T Y  I N T E R E S T  IN R E A L  P R O P E R T Y  (2)

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

A D M I N I S T R A T I V E  P R O C E D U R E  A C T  
C O O P E R A T I V E  C O R P O R A T I O N  C O D E  R E V I S I O N

1 5 T H  L E G I S L A T U R E  1 9 8 7 - 8 8

L E G I S L A T I O N  S U B M I T T E D  T O  L E G I S L A T U R E

D O C U M E N T  R E C O R D I N G  (1)
R E A L  P R O P E R T Y  S E C U R I T Y  I N T E R E S T  (2) 
C O R P O R A T I O N S  C O D E

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

A D M I N I S T R A T I V E  P R O C E D U R E  A C T
R E V I S I O N  O F  T I T L E  8 ( B U S I N E S S  & P R O F E S S I O N S )
O C C U P A T I O N A L  L I C E N S I N G

(1) S a m e  bil l ,  d i f f e r e n t  t i t l e s
(2) S a m e  bil l ,  d i f f e r e n t  t i t l e s



APPENDIX C

B U D G E T  O F  T H E  A L A S K A  

C O D E  R E V I S I O N  C O M M I S S I O N  

F Y 8 4 , F Y 8 5 , F Y 8 6 , F Y 8 7 ,  F Y 88



B u d g e t s  o f  t h e  A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n ;  F Y 8 4 ,  F Y 8 5 ,  
F Y 8 6 , F Y 8 7 , a n d  F Y 8 8 .

F I S C A L  Y E A R  84

A p p r o p r i a t i o n  r eceived,

P e r s o n a l  S e r v i c e s  
T r a v e l  a n d  P e r  D i e m  
C o n t r a c t u a l  S e r v i c e s  
M a t e r i a l  a n d  S u p p l i e s

$ 2 4 5 / 6 0 0

1 1 1 , 2 5 8
3 7 , 5 3 9
9 1 , 3 4 5
5 , 4 8 8

$ 2 4 5 , 6 0 0

F I S C A L  Y E A R  85

A p p r o p r i a t i o n  r e c e i v e d

P e r s o n a l  S e r v i c e s  
T r a v e l  a n d  P e r  D i e m  
C o n t r a c t u a l  S e r v i c e s  
M a t e r i a l  a n d  S u p p l i e s

$ 1 8 0 , 1 0 0

1 1 5 , 1 7 5
2 0 , 0 8 0
3 9 , 0 2 5
5 , 8 2 0

F I S C A L  Y E A R  86

$ 1 8 0 , 1 0 0

A p p r o p r i a t i o n  rece i v e d ,

F I S C A L  Y E A R  87

A p p r o p r i a t i o n  r e c e i v e d , $ 2 7 , 6 0 0

P e r s o n a l  S e r v i c e s  
T r a v e l  a n d  P e r  D i e m  
C o n t r a c t u a l  S e r v i c e s  
M a t e r i a l s  a n d  S u p p l i e s

$ - 0- 
2 3 , 0 0 0  
5 , 6 0 0  
1 ,0 0 0

$ 2 7 ,6 0 0
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APPENDIX C ( c o n t in u e d )

F I S C A L  Y E A R  88

A p p r o p r i a t i o n  r e c e i v e d .

P e r s o n a l  S e r v i c e s  
T r a v e l  a n d  P e r  D i e m  
C o n t r a c t u a l  S e r v i c e s  
M a t e r i a l s  a n d  S u p p l i e s
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P E T E R  FR O E H L IC H  

R IC K  H A LFO R D  
MARY H U G H E S  
D IC K  M AD SO N  

J U D G E  (R et .) TH O M A S  B. S T E W A R T  
JO H N  S U N D

ALASKA STATE LEGISLATURE  
P.O. BOX Y  • STA TE  C A P IT O L  

JU N E A U .  A LA SK A  S 9 B I I  
( 9 0 7 )  4 0 3 - 2 4 5 0

' ' '
. t e

EXECUTIVE XECETAHV
TAMARA B R A N D T  C O O K

D e c e m b e r  19. 1 9 8 3

R a n d y  S. W e l k e r  
L e g i s l a t i v e  A u d i t o r  

D i v i s i o n  of L e g i s l a t i v e  A u d i t  
S t a t e  of A l a s k a  
B u d g e t  a n d  A u d i t  C o m m i t t e e  
P . O .  B o x  W
J u n e a u ,  A l a s k a  9 9 3 1 1 - 3 3 0 0

.5t C  2  2  1338

R e :  A P e r f o r m a n c e
•for t h e  v e a r s

R e v i e w  o f  t h e  A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n  
1 9 3 5  t h r o u g h  1 9 3 3 :  R e s p o n s e  of t h e  C o m m i s s i o n

D e a r  M r .  W e l k e r :

T h i s  l e t t e r  w i l l  c o n s t i t u t e  t h e  r e s p o n s e  of t h e  A l a s k a  C o d e  R e v i ­
s i o n  C o m m i s s i o n  p u r s u a n t  to y o u r  l e t t e r  r e q u e s t  u n d e r  d a t e  of 
N o v e m b e r  3 3 ,  1 9 3 3 .  T h e  C o m m i s s i o n  met in f o r m a l  s e s s i o n  o n
D e c e m b e r  16, 1 9 3 3  a n d  t h e  f o l l o w i n g  r e s p o n s e  r e p r e s e n t s  t h e  c o n ­
s e n s u s  o f  t h e  C o m m i s s i o n  f o l l o w i n g  i t s  r e v i e w  of t h e  p e r f o r m a n c e  
r e v i e w  p e r f o r m e d  b y  E l g e e  I/. R e h f e l d .

T h e  C o m m i s s i o n  a g r e e s  w i t h  m o s t  o f  t h e  m a t t e r s  c o n t a i n e d  in t h e  
p e r f o r m a n c e  r e v i e w .  H o w e v e r ,  it is f e l t  t h a t  s o m e  c l a r i f i c a t i o n s  
s h o u l d  b e  m a d e  a n d  d i s a g r e e m e n t  w i t h  c e r t a i n  c o n c l u s i o n s  s h o u l d  
b e  s t a t e d .  T h e  f o l l o w i n g  a r e  c l a r i f i c a t i o n s  t o  t h e  r e p o r t :

1) At p a g e  3  ( R e p o r t  C o n c l u s i o n ) ,  t h e  r e v i e w  s t a t e s  
t h a t  n o  n e w  s i g n i f i c a n t  l e g i s l a t i v e  p r o j e c t s  h a v e  b e e n  t a k e n  u n ­
d e r  c o n s i d e r a t i o n  b y  t h e  C o m m i s s i o n .

In f a c t ,  t h e  C o m m i s s i o n  is c u r r e n t l y  p r e p a r i n g  a d r a f t  
b i l l  o n  O c c u p a t i o n a l  L i c e n s i n q .  T h i s  p r o j e c t  w a s  d r o p p e d  b y  t h e  

C o m m i s s i o n  d u r i n g  t h e  S h e f f i e l d  a d m i n i s t r a t i o n  w h e n  a r e p r e s e n t a ­
t i v e  o f  t h e  g o v e r n o r ' s  o f f i c e  r e q u e s t e d  th a t  t h e  C o m m i s s i o n  d r a f t  

b i l l  a n d  w o r k  p r o d u c t  b e  f o r w a r d e d  to t h e  G o v e r n o r  s o  t h a t  t h e  
e x e c u t i v e  b r a n c h  c o u l d  p u r s u e  l e g i s l a t i v e  u p d a t i n g  T i t l e  3. N o
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such a c t i o n  w a s  u n d e r t a k e n  and the C o m m i s s i o n  a g a i n  took u n d e r  
c o n s i d e r a t i o n  the c o m p l e t e  o v e r h a u l  of th i s  t i t l e .  B e c a u s e  o-f a 
new a d m i n i s t r a t i o n ,  a new d i r e c t o r  o-f O c c u p a t i o n a l  L i c e n s i n g  and 
n u m e r o u s  c h a n g e s  e n a c t e d  into law b y  the L e g i s l a t u r e .  a c o m p l e t e  
r e v i e w  of the O c c u p a t i o n a l  L i c e n s i n g  d raft bill h a s  b e c o m e  n e c e s­
s a r y  . S u b s t a n t i a l  w o r k  will b e  n e c e s s a r y  to p r o v i d e  a d r a f t  Dill 
that r e f l e c t s  r e c e n t  c h a n g e s  by the L e g i s l a t u r e .  S u c h  a r e v i e w  
h a s  b e e n  in p r o c e s s  s i n c e  1937.

T he s a m e  is t r u e  of the A d m i n i s t r a t i v e  P r o c e d u r e s  Act w h i c h  was 
e x p o s e d  to h o u r s  of p u b l i c  h e a r i n g s  and c o n s i d e r a b l e  w r i t t e n  
r e s p o n s e s  f r o m  a g e n c i e s  of the e x e c u t i v e  b r a n c h .  B e c a u s e  of the 
new a d m i n i s t r a t i o n .  it h a s  b e e n  n e c e s s a r y  to a g a i n  s o l icit
r e s p o n s e s  from all a g e n c i e s  a f f e c t e d  b y  a new A P A  title. T h i s
f r esh r e v i e w  of the A P A  b e g a n  in 1937 and is e x p e c t e d  to c o n c l u d e
with a d r a f t  bill w i t h i n  the next s i x  m o n t h s .

D u r i n g  the last l e g i s l a t i v e  s e s s i o n .  the S e n a t e  r e q u e s t e d  that 
the C o m m i s s i o n  r e v i e w  T i t l e  S in its e n t i r e t y ,  p r o v i n g  a d d i t i o n a l  
f u n d i n g  <$14 , 0 0 0 . 0 0 )  for the h i r i n g  of a c o n s u l t a n t  to a s s i s t  the 
C o m m i s s i o n  in its r e v i e w .  The C o m m i s s i o n  wi l l  be p r o v i d i n g  the 
L e g i s l a t u r e  w i t h  its r e v i e w  and r e c o m m e n d a t i o n s  for c h a n g e s  to 
t h i s  t i t l e .

2) The a u d i t  r e p o r t  r e c o g n i z e s  that the focus of the 
r e v i e w  s h o u l d  not be the " n u m b e r  or i m p o r t a n c e  of the
c o m m i s s i o n ' s  r e c o m m e n d a t i o n s  that h a v e  a c t u a l l y  b e e n  e n a c t e d  by 
the l e g i s l a t u r e  - but r a t h e r ,  the f a i r n e s s ,  e f f e c t i v e n e s s  a n d  e f­
f i c i e n c y  of the c o m m i s s i o n ' ; s  p r o c e d u r e s  in a r r i v i n g  at its 
r e c o m m e n d a t i o n s  for i m p r o v e m e n t  of A l a s k a ' s  laws". (Page 9  of 
a u dit r e p o r t ) .  H o w e v e r ,  the r e p o r t  g o e s  o n  to s t a t e  at c a g e  10 
that the e f f e c t i v e n e s s  of t h e  c o m m i s s i o n  is not i m p r e s s i v e  b e­
c a u s e  o n i v  two r e c o m m e n d e d  c h a n g e s  w e r e  e n a c t e d  into law.

T h e  C o m m i s s i o n  a g r e e s  that the n u m b e r  of b i l l s  p a s s e d  
sh Id not be u s e d  to d e t e r m i n e  the e f f e c t i v e n e s s  of its o o e r a -  
txoi . It is i m p o r t a n t  to n o t e  that o t h e r  s t a t e s  that h a v e  c o n­
c l u d e d  m a j o r  o v e r h a u l s  of t heir s t a t u t e s  h a v e  t a k e n  fr o m  J.0 to i.5 
y e a r s  f r o m  c o n s i d e r a t i o n  of a t o p i c  to e n a c t m e n t  by t h e  l e g i s l a­
ture. T e n  y e a r s  is p r o b a b l y  a n  a v e r a g e  a m o u n t  of time to e n a c t  a 
bill su c h  as the f o r — pro-fit. c o r p o r a t i o n s  c o d e .  A d d i t i o n a l l y ,  the 
C o m m i s s i o n  d u r i n g  the Iast l e g i s l a t i v e  s e s s i o n  w o r k e d  on c h a n g e s  
to the S e c u r i t y  I n t e r e s t s  b i l l  a n d  t h e  C o o p e r a t i v e  C o r p o r a t i o n s  
C o d e .  B e c a u s e  it is n e c e s s a r y  to p r i o r i t i z e  the i m p o r t a n c e  of 
its d r a f t  b i l l s .  e m p h a s i s  w a s  o l a c e d  on  t h o s e  b i l l s  most I ice 1. 
to l o  g i v e n  o c n s i d o r s t i o n  by- the L e g i s l a t u r e .  As such, the C o m­
m i s s i o n  e x p e n d e d  most of its e f f o r t s  on  the f o r — p r o f i t  c o r p o r a -  
■ions c o d e  and tne r e c o r d i n g  act.



3) O n  p a g e  12 of the r e p o r t  ( E f f i c i e n c y ) , t h e  r e p o r t  
s t a t e s  that " C t D h e r e  a p p e a r s  to be a d i r e c t  c o r r e l a t i o n  b e t w e e n  
the c o m m i s s i o n ' s  b u d g e t  r e d u c t i o n  and the a m o u n t  of w o r k  p r o d u c e d  
by  the c o m m i s s i o n " .  W h i l e  the C o m m i s s i o n  a g r e e s  w i t h  this 
p r o p o s i t i o n ,  it s h o u l d  a l s o  be  u n d e r s t o o d  that c h a n g e s  in the 
m e m b e r s h i p  of the L e g i s l a t u r e  and the E x e c u t i v e  b r a n c h  of the 
g o v e r n m e n t  n e c e s s i t a t e  a d d i t i o n a l  c h a n g e s  in the d r a f t  bill 
p r o d u c t  of the C o m m i s s i o n .  T h i s  is tr u e  of all b i l l s  s u b m i t t e d  
for L e g i s l a t i v e  c o n s i d e r a t i o n  and is u n a v o i d a b l e .  A l s o ,  as p r e­
v i o u s l y  s t a t e d ,  t h e  s c o p e  of l e g i s l a t i v e  c h a n g e  e n c o m p a s s e d  by 
the C o m m i s s i o n ' s  d r a f t  b i l l s  will a l w a y s  be r e f l e c t e d  in the 
a m o u n t  of ti m e  n e e d e d  for e n a c t m e n t  of su c h  l e g i s l a t i o n .  What 
w o r k  is not r e f l e c t e d  in the "bill p a s s a g e  r a t e "  i n c l u d e s  w o r k  on 
O c c u p a t i o n a l  L i c e n s i n g ,  A d m i n i s t r a t i v e  P r o c e d u r e s  Act, the n o n­
pr o f i t  and c o o p e r a t i v e  c o r p o r a t i o n s  c o d e s  and u p d a t i n g  the 
S e c u r i t y  I n t e r e s t s  in Real P r o p e r t y  b i l l .  R e l a t i v e l y  m i n o r  
l e g i s l a t i v e  c h a n g e s  h a v e  b e e n  m a d e  in the past on  a n u m b e r  of 
C o m m i s s i o n  b i l l s  w h i c h  tend to d i s t o r t  the "bill p a s s a g e  r a t e " .  
As such, it s h o u l d  be u n d e r s t o o d  that the s u b j e c t  m a t t e r  of the 
bill p l a y s  a s i g n i f i c a n t  r o l e  in h o w  m u c h  ti m e  is s p e n t  in 
c h a n g e s  u n t i l  e n a c t m e n t  and h o w  m u c h  t i m e  is r e q u i r e d  to get a 
pill p a s s e d  into law.

F i n a l l y ,  it is n e c e s s a r y  to f o c u s  on  c h a n g e s  to a n y  
d r a f t  bill n e c e s s i t a t e d  b y  a c h a n g e  in a d m i n i s t r a t i o n  or r e c e n t  
c h a n g e s  in law e n a c t e d  by  the L e g i s l a t u r e .  B e f o r e  a C o m m i s s i o n  
d r a f t  bill c a n  b e  i n t r o d u c e d ,  it is a l w a y s  n e c e s s a r y  to " u p d a t e "  
the d r a f t  ‘to c o r r e s p o n d  w i t h  l e g i s l a t i v e  c h a n g e s  m a d e  s i n c e  the 
bill w a s  last c o n s i d e r e d .  As s u c h ,  it is m i s l e a d i n g  to s p e a k  of 
c o m p l e t i o n  of " l e g i s l a t i o n "  p r i o r  to its e n a c t m e n t  by  the L e g i s­
lature. A n y  d r a f t  b i l l  is a c t u a l l y  c o m p l e t e  w h e n  c o n s i d e r e d  and 
e n a c t e d  by  the L e g i s l a t u r e .

F I N D I N G S  A N D  R E C O M M E N D A T I O N S

R e c o m m e n d a t i o n  N o . 1

F i r s t  P a r a g r a p h : T h e  C o m m i s s i o n  a q r e e s  that t h e r e  is a
r e l a t i o n s h i p  b e t w e e n  the s i z e  of its b u d g e t  a n d  the ti m e  f r a m e  
w i t h i n  w h i c h  a p a r t i c u l a r  d r a f t  bill is reaciy for i n t r o d u c t i o n  
into the l e g i s l a t i v e  p r o c e s s .  T h e  C o m m i s s i o n  d i s a g r e e s  w i t h  tne 
a n a l y s i s  c o n c e r n i n g  c o m p l e t i o n  of a p a r t i c u l a r  d r a f t  b i l l .  For 
the r e a s o n s  p r e v i o u s l y  s t a t e d .  and b e c a u s e  t h e  laws of the S t a t e  
are c o n t i n u a l l y  e h a n q i n a ,  it w i l l  a l w a y s  be n e c e s s a r y  to " u p d a t e "  
d r a f t  l e g i s l a t i o n ,  r e g a r d l e s s  of the s i z e  of the b u d g e t .  It is 
true, h o w e v e r ,  that an i n c r e a s e  in the o u d q e t  w o u l d  a l l o w  t h i s  
" u p d a t i n g "  p r o c e s s  to be  s p e e d e d  up c o n s i d e r a b l y .  It s h o u l d  also
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be n o t e d  that the C o m m i s s i o n  h a s  b e e n  p r o v i d e d  w i t h  a s u b s t a n t i a l  
am o u n t  of a s s i s t a n c e  by  the L e g a l  D i v i s i o n  of LAA, w i t h  the u n­
d e r s t a n d i n g  that w o r k  must b e  p r i o r i t i z e d  b y  L egal D i v i s i o n  to 
c a r r y  out its m a i n  f u n c t i o n  of s e r v i n g  the L e g i s l a t u r e .  E v e r y  
e f f o r t  has b e e n  m a d e  by L e g a l  D i v i s i o n  to p r o v i d e  the C o m m i s s i o n  
with a s s i s t a n c e  in p e r f o r m i n g  its f u n c t i o n .

S e c o n d  P a r a g r a p h : T h e  C o m m i s s i o n  g e n e r a l l y  a g r e e s  w i t h
this p a r a g r a p h  w i t h  the f o l l o w i n g  c o m m e n t s .  F i r s t ,  the C o m m i s­
s i o n  h a s  in the past o p e r a t e d  at a m a i n t e n a n c e  level b u d g e t  and 
has p e r f o r m e d  its s t a t u t o r y  m a n d a t e .  It is c o r r e c t  to s t a t e  that 
not all m i n u t e s  of the m e e t i n g s  h a v e  b e e n  kept ( a l t h o u g h  t h e r e  
are f e w  la p s e s  in the m i n u t e  r e c o r d s ) . All of the m e e t i n g s  h a v e  
b e e n  r e c o r d e d  on  t a p e  so that the a c t i o n s  of the C o m m i s s i o n  h a v e  
b e e n  m e m o r l a l i z e d  . The r e c e n t  p r a c t i c e  of h a v i n g  p e r s o n n e l  f r o m  
L e g a l  D i v i s i o n  a t t e n d  m e e t i n g s  and keep the m i n u t e s  h a s  h e l p e d  
the C o m m i s s i o n  c o n s i d e r a b l y  m e m o r i a l i z i n g  its a c t i o n s .

T h i r d  P a r a g r a p h :  T h e  C o m m i s s i o n  a g r e e s  that a half
time p o s i t i o n  in b o t h  a d m i n i s t r a t i v e  and legal r e s e a r c h  a r e a s  be 
m a d e  a v a i l a b l e  to the C o m m i s s i o n .  It a l s o  a g r e e s  that t h e s e  
p o s i t i o n s  s h o u l d  be i n c l u d e d  in the L e g a l  D i v i s i o n  (LAA) r a t n e r  
t h a n  c r e a t i n g  t h e s e  p o s i t i o n s  in t h e  C o m m i s s i o n .

F o u r t h  P a r a g r a p h : The C o m m i s s i o n  d i s a g r e e s  that it
s h o u l d  be  d i s c o n t i n u e d  if a b u d g e t  i n c r e a s e  is not f o r t h c o m i n g .  
It b e l i e v e s  that it c a n  c o n t i n u e  to p r o v i d e  a s e r v i c e  not 
p r e s e n t l y  p e r f o r m e d  in a n y  o t h e r  s e c t o r  of S t a t e  g o v e r n m e n t .  it 
a l s o  b e l i e v e s  that it c a n  c o n t i n u e  to p r o v i d e  d r a f t  l e g i s l a t i o n  
of h i g h  q u a l i t y  for c o n s i d e r a t i o n  b y  the L e g i s l a t u r e  e v e n  w i t h  a 
m a i n t e n a n c e  level b u d g e t  and a s s i s t a n c e  s u c h  as is c u r r e n t l y  
a v a i l a b l e  f r o m  L e g a l  D i v i s i o n .

R E S P O N S E  T O  R E C O M M E N D A T I O N  NO. 1

T h e  C o m m i s s i o n  a g r e e s  that its b u d g e t  s h o u l d  be in­
cr e a s e d :  that two h a l f - t i m e  p o s i t i o n s  s h o u l d  be a d d e d  to L e g a l
D i v i s i o n  for f u r t h e r  a s s i s t a n c e  to the C o m m i s s i o n .  T h e  C o m m i s­
sion d i s a g r e e s  w i t h  that part of the r e c o m n e n d a t i o n  that h o l d s  
that it s h o u l d  b e  d i s c o n t i n u e d  if a d d i t i o n a l  f u n d i n g  is u n a v a i l­
able. It a l s o  d i s a g r e e s  w i t h  that part of the r e c o m m e n d a t i o n  
r e l a t i n g  to the a p p o i n t m e n t  of a s p e c i a l  c o m m i s s i o n  to w o r k  ;r. 
Ieg 1 = I a t i o n  on an as n e e d e d  b a s i s .

T h e  C o m m i s s i o n  h a s  d e v e l o p e d  a. p a r t i c u l a r  e x p e r t i s e  in 
r e v i e w i n g  e x i s t i n g  laws and d r a f t i n g  n e w  laws. Its c o m p o s i t i o n  
is s u c h  that it r e p r e s e n t s  the v i e w s  of all t h r e e  b r a n c n s s  of 
S t a t e  g c . e r r m e n t .  F u r t h e r m o r e .  as the a u d i t  r e p o r t  r e c o g n i z e s .
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the m a n d a t e  ot the C o m m i s s i o n  i n c l u d e s  much m o r e  t h a n  just 
r e s p o n d i n g  to s p e c i f i c  l e g i s l a t i v e  r e q u e s t s .  T h e  v a l u e  of the 
C o m m i s s i o n  (and o t h e r  s i m i l a r  c o m m i s s i o n s  in o t h e r  states) is the 
a b i l i t y  of the b o d y  to d e t e r m i n e  on  its o w n  a r e a s  of t h e  law that 
r e q u i r e  r e v i e w .  T h i s  is p a r t i c u l a r l y  true in A l a s k a  w h e r e  mu c h  
of its s t a t u t o r y  law w a s  b o r r o w e d  f r o m  o t h e r  s t a t e s  in 1959. T h e  
L e g i s l a t u r e  d o e s  not n o r m a l l y  p e r f o r m  a r e v i e w  of e x i s t i n g  law 
e x c e p t  w i t h i n  the c o n t e x t  of d r a f t i n g  a n  a m e n d m e n t  to a p a r­
tic u l a r  s t a t u t e .  W i t h  the e x c e p t i o n  of T i t l e  11 (the c r i m i n a l  
code) and T i t l e  29  ( M u n i c i p a l  G o v e r n m e n t ) .  tha L e g i s l a t u r e  has 
n e ver u n d e r t a k e n  a w h o l e s a l e  r e v i e w  of a p a r t i c u l a r  title. P e r­
f o r m a n c e  of t h i s  f u n c t i o n  w a s  o n e  of the m a i n  r e a s o n s  for the 
c r e a t i o n  of the C o m m i s s i o n  in 1976. A d d i t i o n a l l y ,  the L e g i s l a­
tur e  d o e s  not n o r m a l l y  c o n s i d e r  or r e v i e w  the m a n y  a d d i t i o n a l  
s o u r c e s  for c h a n g e  e n u m e r a t e d  in A S  2 4 . 2 0 . 0 7 5  et_ seq . . A s p e c i a l  
c o m m i s s i o n  a p p o i n t e d  to .iust c o n s i d e r  a s p e c i f i c  l e g i s l a t i v e  r e­
quest  w o u I d  not be in a p o s i t i o n  to p e r f o r m  the a d d i t i o n a l  f u n c­
ti o n s  o u t l i n e d  in the e n a b l i n g  l e g i s l a t i o n  nor w o u l d  it m a i n t a i n  
the c o n t i n u i t y  that a p e r m a n e n t  c o m m i s s i o n  e n j o y s .  It is the 
C o m m i s s i o n ' s  b e l i e f  that w i t h o u t  a p e r m a n e n t  c o m m i s s i o n .  t h e r e  
will be l i t t l e  l i k e l i h o o d  that the w o r k  p r e s e n t l y  p e r f o r m e d  by 
the C o m m i s s i o n  will be  u n d e r t a k e n  b y  tne L e g i s l a t u r e  or bv a s p e­
cial c o m m i s s i o n .  The a b i l i t y  to c o n t i n u a l l y  r e v i e w  e x i s t i n g  laws 
to d e t e r m i n e  a need for c h a n g e  or a m e n d m e n t  is a f u n c t i o n  p a r­
t i c u l a r l y  u n i o u e  to a p e r m a n e n t  c o m m i s s i o n  and is not s o m e t h i n g  
that will b e  d o n e  by the L e g i s l a t u r e  e x c e p t  in r a r e  i n s t a n c e s .

T h e  C o m m i s s i o n  a l s o  d i s a g r e e s  w i t h  the u n d e r l y i n g  
p r e m i s e s  i m p l i c i t  in the r e c o m m e n d a t i o n s  c o n t a i n e d  in R e c o m m e n d a­
tion No. 1: that is, that the C o m m i s s i o n  s h o u l d  be d i s c o n t i n u e d
if it is u n a b l e  to p e r f o r m  at m a x i m u m  e f f i c i e n c y .  It is the 
C o m m i s s i o n ' s  p o s i t i o n  that it p r o v i d e s  a v a l u a b l e  s e r v i c e  not 
p r o v i d e d  by  a n y  b r a n c h  of S t a t e  g o v e r n m e n t .  i n c l u d i n g  the L e g i s­
lat u r e  (except in r a r e  i n s t a n c e s ) .  E v e n  tho u g h  the C o m m i s s i o n  
h a s  o p e r a t e d  w i t h  a d r a s t i c a l l y  s c a l e d - d o w n  b u d g e t .  it h a s  c o n­
ti n u e d  to c o n s i d e r  n e e d e d  c h a n g e s  in the law and h a s  in fact g o t­
ten two m a j o r  p i e c e s  of l e g i s l a t i o n  c o n s i d e r e d  by the L e g i s l a t u r e  
in the pa s t  s e s s i o n .  W h i t e  the C o m m i s s i o n  w o u l d  e n j o y  a r e t u r n  
to its 1984 level of f u n d i n g .  such funding is h i g h l y  u n l i k e l v  
g i v e n  the p r e s e n t  d e m a n d s  for l e g i s l a t i v e  f u n ding and the g r e a t l y  
r e d u c e d  s o u r c e s  of r e v e n u e  for the S t a t e .  T h e  C o m m i s s i o n  can 
c o n t i n u e  w i t h  a m a i n t e n a n c e  level b u d g e t  to ho l d  r e a u l a r  m e e t i n g s  
ana p r o v i d e  t e s t i m o n y  to t h e  L e g i s l a t u r e  d u r i n g  the c e s s i o n s .  
W i t h  the a s s i s t a n c e  now a v a i l a b l e  f r o m  L e g a l  D i v i s i o n ,  b o t h  a d­
m i n i s t r a t i v e  and legal d u t i e s  c a n  b e  f u l l y  o e r f o r m e a . In s h o r t ,  
the C o m m i s s i o n  c a n  c o n t i n u e  to f u n c t i o n  and to f u lly p e r f o r m  its 
l e g i s l a t i v e  m a n d a t e .  p r o v i d i n g  a s e r v i c e  not o t h e r w i s e  p r o v i d e d  
in the S t a t e .



R e c o m m e n d a t  ion N o . £

F i rst P a r a g r a p h : The C o m m i s s i o n  a g r e e s  w i t h  the c o n­
tent of this p a r a g r a p h .

S e c o n d  P a r a g r a p h :  The C o m m i s s i o n  a g r e e s  wi t h  the c o n­
tent of th i s  p a r a g r a p h .

R E S P O N S E  TO R E C O M M E N D A T I O N  NO. £

T h e  C o m m i s s i o n  a g r e e s  f u l l v  wi t h  this r e c o m m e n d a t i o n  
and will r e c o m m e n d  to the a p p r o p r i a t e  a p p o i n t i n g  a u t n o r i t y  that 
m e m d e r s  w h o s e  a t t e n d a n c e  -falls b e l o w  the 50*/. level os r e p l a c e d  
w i t h  a m e m b e r  w h o  will meet the a t t e n d a n c e  r e q u i r e m e n t s .  T h e  C o m­
m i s s i o n  will a l s o  a m e n d  its b y - l a w s  (which g o v e r n  the p r o c e d u r e s  
used b y  the C o m m i s s i o n ;  to r e f l e c t  a r e q u i r e m e n t  of 50'/. a t t e n­
da n c e  at C o m m i s s i o n  m e e t i n g s  ( e x c l u d i n g  l e g i s l a t i v e  m e m b e r s  who 
are c o n s i d e r e d  u n d e r  r e c o m m e n d a t i o n  no. 3 in t h i s  r e p o r t ) .

R e c o m m e n d a ti o n  No.

F irst P a r a g r a p h :  T h e  C o m m i s s i o n  a g r e e s  w i t h t h i s
p a r a g r a p h .

S e c o n d  P a r a g r a p h : T h e  C o m m i s s i o n  a g r e e s  w i t h  this
p a r a g r a p h .

T h i r d  P a r a g r a p h : T h e  C o m m i s s i o n  a g r e e s  w i t h  th i s
p a r a g r a p h . L e g i s l a t i v e  m e m d e r s  in the past h a v e  d e s i g n a t e d  p e r­
son s  to a t t e n d  C o m m i s s i o n  m e e t i n g s  w h e n  t h e y  w e r e  u n a b l e  to a t­
tend. T h e  p r a c t i c e  h a s  b e e n  help-ful to the C o m m i s s i o n .  It will 
add c o n s i d e r a b l y  to the d i a l o g u e  e s t a b l i s h e d  b y  the C o m m i s s i o n  if 
the d e s i g n e e s  c a n  a l s o  v o t e  o n  t h e  t o p i c s  u n d e r  d i s c u s s i o n .  The 
C o m m i s s i o n  wi l l  a m e n d  its b y - l a w s  to r e f l e c t  the new p r o c e d u r e  
r e c o m m e n d e d  by th i s  t h i r d  p a r a g r a p h .

R E S P O N S E  TO  R E C O M M E N D A T I O N  N O ■ 3

T h e  C o m m i s s i o n  a g r e e s  f u l l y  w i t h  t h i s  r e c o m m e n d a t i o n  
and r e l i e v e s  that the d e s i g n e e s  of l e g i s l a t i v e  m e m b e r s  c a n  c o n­
t r i b u t e  s i g n i f i c a n t l y  to the w o r k  of the C o m m i s s i o n  if t h e y  are 
sole to v o t e  on  m a t t e r s  b e i n g  c o n s i d e r e d  b v  the C o m m i s s i o n .

r .  ' 0 ■ M O t
3 i on .

e s p o n s s s  t o  Recommendat i o n s  and Act ion The Comm i s -



1. T h e  C o m m i s s i o n  will s u b m i t  a r e q u e s t  
i n c r e a s e  to L e g i s l a t i v e  C o u n c i l  to i n c r e a s e  the a m o u n  
a v a i l a b l e  to c o n t r a c t  for p r o f e s s i o n a l  s e r v i c e s .  Th 
will a l s o  r e q u e s t  that L e g i s l a t i v e  C o u n c i l  p r o v i d e  
f u n d i n g  for two h a l f - t i m e  p o s i t i o n s  to be i n c l u d e d  
D i v i s i o n  of the L e g i s l a t i v e  A f f a i r s  A g e n c y .  Whether 
tional f u n d i n g  is a v a i l a b l e  will be up to the L e g i s l a  
ina i n c r e a s e s  w o u l d  in all l i k e l i h o o d  not be a v a i l a b l  
next fiscal y e ar. T h e  L e g i s l a t i v e  C o u n c i l  w o u l d  prob 
quest a s u p p l e m e n t a l  a p p r o p r i a t i o n  o n  b e h a l f  of th 
and a d d i t i o n a l  f u n d i n g  w o u l d  b e  a v a i l a b l e  for the fol 
cal year.
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2. T h e  C o m m i s s i o n  will a d o p t  a m e n d m e n t s  to its b y - l a w s  
to r e q u i r e  a m i n i m u m  of 50*/* a t t e n d a n c e  at all m e e t i n g s  by the 
m e m b e r s .  T h e  a m e n d m e n t s  will a l s o  r e q u i r e  the C o m m i s s i o n  to 
n o t i f y  a n y  a p p o i n t i n g  a u t h o r i t y  of the f a i l u r e  of a m e m b e r  to 
meet this r e q u i r e m e n t  and will r e q u e s t  a r e p l a c e m e n t  for the 
n o n - p e r f o r m i n g  m e m b e r .  T h e s e  a m e n d m e n t s  wi l l  b e  c o n s i d e r e d  by 
the C o m m i s s i o n  at its next r e g u l a r l y  s c h e d u l e d  m e e t i n g  in J a n u a r y  
1939.

3. T h e  C o m m i s s i o n  w i l l  a d o p t  a m e n d m e n t s  to its b y - l a w s  
w h i c h  will p r o v i d e  that a n y  l e g i s l a t i v e  m e m b e r s  c a n  a p p o i n t  a 
d e s i g n e e  to a t t e n d  and v o t e  at all C o m m i s s i o n  m e e t i n g s .  T h i s  
a m e n d m e n t  will b e  c o n s i d e r e d  b y  the C o m m i s s i o n  at its next 
r e g u l a r l y  s c h e d u l e d  m e e t i n g  in J a n u a r y  1939.

S i n c e  the C o m m i s s i o n  h a s  a l r e a d y  a g r e e d  w i t h  the r e c o m­
m e n d a t i o n s  as set f o rth in t h i s  r e p o r t  ( e x c e p t i n g  t h e r e f r o m  t h o s e  
a r e a s  of d i s a g r e e m e n t ), it is a n t i c i p a t e d  that the b y - l a w s  
c h a n g e s  will be a c c o m p l i s h e d  at the C o m m i s s i o n ' s  J a n u a r y  1989 
meet i ng .

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

C U

Liia i r m a n  . A l a s k a  C o d e  K e v i s i o n  
C o m m o n  s s i o n
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