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V. RIVERS: | move and ask unanimous corsenl rhat we adopt that amendment.
PRESIDENT EGAN: Mr. Victor Rivers moves that the proposed amendment be adopted.

JOHNSON: | object.

V. RIVERS: I'so move.

SMITH: 1 second the motion.

PRESIDENT EGAN: The question is open for discussion. Mr. Victor Rivers.

V. RTVERS: Mr. President, it seems to me in view of the geographical distribution of the country and in

view of the varied
Interests, economic and otherwise, that we would be defeating practically the purpose of the initiative and

referendumm i
require two- t[]y\gso f the districts to be represented on this petition. | think that half is a fair figure. It seems

to me that if
Were going tg%ave an initiative or referendum on mining matters that in ail probability it would be very

hard to gef votes far tht
|n|t|at|vg In two- t[nr s of the districts where their main interests perhaps would lie in fish, or fur, or timber.

| put this amendmen
”p In aq Il sincerity, %ecause | think it will make the initiative anu referendum more workable and more fair if

we allow it to go
through.

PRESIDENT EGAN: Mr. Sundborg.

SUNDBORG: | would like to say that we are talking not about urecincts here, which at the present time

there are something
like 400 inthe Terfitory, but about election districts under the constitution, and my understanding is that the

Committee on
Apportionment will bring in a proposal which will specify there will be 24 election distnets. That would

mean if we leave it
way It Is that It wou Qe require at least one person's signature only from 16 of the districts to be among either

ten or fifteen pe
cent as we ng/ vote tomorrow on Mr. McNealy's motion to reconsider. The way Mr. Rivers would propose

to change it, it
woqu necessary to get signatures from only 12 different distrir s, that is 12 signatures would be

Qecessa% ne from each
Istrict, making up a total of a ound 4,000 at the present lime. | feel that as it is it is not at all cumbersome

or difficult. |f we had
requ{red tﬁat a large number had to be obtained from the districts, it might be, but all that is necessary is

one lone smgnature from
each distric

PRESIDENT EGAN: Mr. Kilcher.

KILCHER FeIIow delegates, | hope that most of you arc more aware of this issue that is getting more and

more confysed than
I'am. As | have shown on the last vote, and | want to be well aware that those among you who are in favor

of the ipitiative in
rlnmpFe S ou?d see that any other attempt to emasculate the initiative as such should be voted down, and |

seet t Mr, Rivers'
amendment Is In favor of reinjecting some strength in the initiative. Since Section 3 has been amended to

take more rights away
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from the people, since the first sentence will give the legislature the right to prescribe procedures, it is only

fair that we reduce
the 'two-thirds" to onehalf' because if those that are opposed now and in the future to the initiative will

have their way. they will
have the legislature immediately to go about and have strict procedures established, for instance that in

two-thirds of all the
election districts we will have to have the full 15 per cent of signatures prorated in each district. | think the

legislature will try to
do that, and if they try to do it. if it is unconstitutional, it will have to be the people who go to the court and

prove that such an
act by the legislature would be unconstitutional. | think the legislature would get away with it and |

wouldn't blame them for
trying. Itis not true that it will take only eleven signatures, one signature from each of the other eleven

districts, and the one that
tries to “railroad" something, | have no doubt whatsoever that those elements opposed to the initiative in the

legislature will
circumscribe the necessary procedure where we would end up by having two thirds of all the election

districts required to
furnish 15 per cent of the signatures. They would not rest quiet before they have that. Consequently, they

will make the initiative
unworkable. Consequently I'am in favor of Mr. Rivers' amendment that only half of the election districts be

required to furnish
signatures. | have no doubt that before long they will be required to furnish each 16 per cent of the

signatures, and be well
aware of that, that attempt will be made, and all in favor of thn initiative in principle should vote in favor of

Mr. Rivers'
amendment.

PRESIDENT EGAN: The question is- Mr. Victor Rjvers. V,

RIVERS: Il ask that the roll be called.

PRESIDENT EGAN: The question is, "Shall the proposed amendment offered by Mr. Victor Rivers be

adopted by the
Convention?” The Chief Clerk will call the roll.

(The Chief Clerk called the roll with the following result;

Yeas: 26 - Awes, Coghill, Doogan, Emberg, H. Fischer, Gray, Harris, Hermann, Hilscher, Hinckcl. Hurley,

Kilcher. King.
Knight, Lee, McNees, Marston, Nordale, Peratrovich. Riley, R. Rivers, V. Rivers, Smith, Stewart Taylor,

VanderLeest.

Nays: 26 - Armstrong, Barr, Boswell, Buckalew, Collins. Cooper. Davis. V. Fischer. Hellenthal. Johnson,

Laws. Londborg.
McLauer\1lIin, McNealy, Metcalf, Nolan, Poulsen, Reader, Robertson, Rosswog, Sundborg. Sweeney.

Walsh, While, Wien,

Mr. President.
Absent; 3 - Cross. McCutcheon. Nerland.)
CHIEF CLERK: 26 yeas, 26 nays and 4 absent.

PRESIDENT EGAN: So the motion has failed of adoption. Mr. Buckalew



R. RIVERS: I now move the adoption of the amendment in the form presently presented and before you.

PRESIDENT EGAN: The Chief Clerk will read the proposed amendment.

CHIEF CLERK: "Page 1, Section 4, strike lines 13 to 18 inclusive, and lines 1to 5 inclusive, on page 2 and

?u?stit_ute the . L ey
ol owm%: Section 4. Prior to general circulation, an initiative petition containing a draft of the proposed
|

law in bill form shall s .
signed % ten ?uall?{ege electors as sponsors and have its sufficiency as to form certified by the attormey

encjal. Denial of " iy .
gertn]lcatlon S a?l be rcviewable by the court. If certified to be sufficient the initiative or referendum

g?tition %ontainin asummar

the subject matter prle{)arecy by the attorney general may then be circulated and must be signed by
0

(iualified electors equ _ : : :
5% ot the number ot votes cast for governor in the preceding general election at which the governor was

chosen. The petition . o .
shall contain S|%natures from at least two-thirds of the election districts of the State. The petition may be

filed with the attorney . . - iy
general who shall prépare a ballot title or proposition designating and summarizing the substance of the

roposed law which
groBosition shall go upon the ballot as hereinafter provied.

PRESIDENT EGAN: Is there a second to the motion by Mr. Ralph Rivers?

BARR: | second the motion.
PRESIDENT EGAN: It has been moved and seconded, and the motion is open for discussion. Mr. Taylor.

TAYLOR: I have an amendment to offer. It is on the desk, an amendment changing "15" as a percent in

the unnumbered lines . _
here, but it is the last word in the original proposal, changing the 15%" to "10%".

PRESIDENT EGAN: Your amendment is out of order at this time. This motion is before us. A new
atn}ﬁnd{nent Is on the floor
at this time.

TAYLOR: Amending the amendment though.

PRESIDENT EGAN: Amending the "15%" to " 10%"? Mr. Taylor then offers an amendment to the

amendment seekmg to
change to read "10%". IS there a second?

MARSTON: | second the mation.

SWEENEY: | object.

PRESIDENT EGAN: The question is on the amendment to the amendment seeking to make it ten per cent

of the number of
votes cast. Mrs. Sweeney.

SWEENEY: This matter was voted on in the Committee of the Whole last night, and in coming into the

plenary session we _ _ ,
adopted the oral report of the Committee. Now | don't feel that we can vote on that issue again any mere
than we can vote on

the 19 or 20 years again.



PRESIDENT EGAN: Mrs. Sweeney, the Chair does not recall that we ever voted on ten per cent. But

anything that happened
in the Committee of the Whole session would just come to the plenary session as a recommendation. That

isall. Mr. Sundborg.

SUNDBORG: Mr. President, | believe Mrs. Sweeney's recollection is perhaps incon-cct and that we did in

plenary session
amend from the figure eight to fifteen per cent. | don't believe we discussed that matter at all in Committee

of the Whole.

PRESIDENT EGAN: No one could again offer the amendment and be in order to make it eight per cent,

Mrs. Sweeney, but
the Chair will have to rule that the particular amendment to the amendment offering ten per cent as the

figure is in order. Mr.
Taylor.

TAYLOR: I'would like to speak briefly. I think this has been argued pro and con at the time that the

original proposal was eight
per cent. | think a number of the Committee have spoken against the fifteen per cent on the grounds that it

would positively
make it impossible or so difficult to circulate a petition for an initiative that it would render the law

inoperative. Now as Mr.
Londborj, said, this moming he was reading some statistics in Missouri, and to initiate a law it only

requires five per cent. Now,
of course, we realize that in Missouri it is much easier to get petitions circulated. The transportation

problem is nothing. The
people who circulate them can drive around different places and counties and get them signed. Here with

the vast distances and
the difficulties of transportation, it would be a little bit difficult. So that would leave us, if we adopt the ten

percent, still twice as
high as the State of Missouri where transportation is very easy. So | think ten per cent would be a good

compromise.
PRESIDENT EGAN: Mr. Londborg.

LONDBORG: I think if we read the Missouri Constitution carefully we will find that it is "five per cent of

the qualified electors".
We arc only asking for a certain per cent of the governor's vole. There is a lot of difference because I don't

think half or maybe
a third of the people who can vote go out and vote. So actually five per cent in Missouri would be

equivalent to maybe fifteen or
twenty per cent here. Not only that, they also require five per cent of the electors in each of two-thirds of

the voting precincts.
We are saying that they can get all but fourteen, | believe it is, in one precinct and then just go out and spot

enough so that they
qualify in the two-thirds in the other.

PRESIDENT EGAN: Mrs. Sweeney.

SWEENEY: I don't go along with Mr. Taylor that this is going to be such a difficult task to get the fifteen

per cent. Every
petition will have at least ten sponsors, and if they know it is going to have to come from two-thirds of the

legislative districts,
those ten sponsors will in all likelihood come Irom ten different districts or maybe five. If you have 4,000

votes to get it requires
each sponsor to secure -GO votes, and | believe it should be left at fifteen per cent.



MARSTON: The 19 states who have the initiative aiJ referendum laws have averaged a little below eight

per cent requirement.
We went over this document and this figure with the experts here. It was in keeping with their thinking, and

eight per cent is
higher than the average of the 19 states who have this, and it is the right number. | want to warn the people

here of one thing |
see coming up. The person or persons who are issuing most of these amendments are people against

initiative and referendum. |
know that.

PRESIDENT EGAN: The Chair will have to hold from here on that the Chair will have to declare any one

out of order if they
allude to the motives behind any delegate.

MARSTON: Can I say who i: for and against? It has been said on the floor.

PRESIDENT EGAN: This dees not particularly refer to your statements, but the Chair is going to have to

hold firm on allusions
as to what might be the motives of other delegates on the floor.

MARSTON: Eight per cent is above the average required. I1fyou want the initiative and referendum to

work, if you want the
people of Alaska to have a chance to initiate and recall laws, keep it at eight per cent. That is the right

figure. Ten per cent
would be plenty high. Fifteen per cent rules it out. It is not effective.

PRESIDENT EGAN: Mr. Harris.

HARRIS: I am both in agreement and in disagreement with Mr. Taylor's proposal. Ten percent at the

present time with our
present voting population perhaps would be a little low. Also, I have an amendment on the desk, and if Mr.

Taylor would adopt
the latter part of my amendment, ! think maybe we would straighten this situation out. 1 would go ten per

cent provided however
that no petition shall have less than 5,000 signatures.

SUNDBORG: Question.
COOPER: I move the previous question.
PRESIDENT EGAN: Mr. Cooper moves the previous question.

BUCKALEW: | second the motion.

PRESIDENT EGAN: The question is, "Shall the previous question be ordered?" All those in favor of

ordering the previous
question will signify by saying "aye", all opposed "no". The ayes" have it and the previous question has

been ordered. The
question is, "Shall Mr. Taylor's proposed amendment to the amendment be adopted by the Convention?

JOHNSON: Roll call.
PRESIDENT EGAN: The Chief Clerk will call the roll.

(The Chief Clerk called the roll with the following result:



ma?] 29KC0 EI” Colllns Davis, Doogan, Emberg, H. Fischer, Harris, Hermann, Hinckel, Hurley,
iicher, King. Kni

McLau hlngMcN%aly, McNees, Marston, Metcalf, Nordale, Peratrovich, Riley, R. Rivers, V. Rivers,
Smith, Stewart

Sundborg, Taylor, VanderLecst.

Nays; 21 - Armstrong, Awes, Ban, Boswell, Buckalew, Cooper, Gray, Hellenthal, Johnson, Laws,
Longborg glolan Poulsen,
Reader, Robertson, Rosswog, Sweeney, Walsh, White, Wien. Mr, President,

Absent: 5 - Cross, V. Fischer, Hilscher, McCutcheon, Nerland.)
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LONDBORG: I have an amendment. It is the one | submitted before the recess. | would like to resubmit it.

PRESIDENT EGAN: The Chief Clerk may read the proposed amendment. The amendment was not voted
upon, is that right?

LONDBORG: It was not voted upon. | had asked that it be withdrawn.

CHIEF CLERK: This was to Section 4, is that right?

LONDBORG: | believe so. It is in the Ralph Rivers amendment. | think you will find it better on page 2,

line 8 of the changed
copy, although Ican't legally attach it to that.

CHIEF CLERK: "After the word 'signatures' in the next to the last sentence of the Ralph Rivers

amendment, delete the rest of
the sentence and substitute the following: 'from each of two-thirds of the election districts of the State with

signatures equalling
not less than 395; of the number of voters casting ballots for governor in each such district in the preceding

general election at
which a governor was elected"."

PRESIDENT EGAN: What is your pleasure. Mr. Londborg?
LONDBORG: I move the adoption of the amendment.

JOHNSON: | second the motion.

PRESIDENT EGAN: The question is open for discussion and the Chief Clerk might read the proposed
amendment once more.

CHIEF CLERK.: You can find it on page 5 of the journal of the 42nd day, next to the last paragraph, it is
the bottom of the
page.

PRESIDENT EGAN: Is there discussion of the proposed amendment? Mr. Londborg.

LONDBORG: The reason for this proposed amendment is to make it a little more clear that there should be

at least more than
one signature in each of these two-thirds of the districts. As the proposal now reads, they are to obtain

signatures in at least
two-thirds of the election districts of the state. Now, as | take it, that would mean that a person wanting to

start an initiative, if
he would get ten per cent of the total votes cast in one city, then he could send out or go out, cither way,

and just get one
signature in each of two-thirds remaining districts and that would make the petition valid. Probably he

would gel two or three to
play safe, but he would only have to get one. He would get a signature in each of (he two-thirds districts

and | believe that when
we have such an important thing as an initiative and if the legislature has failed to the great extent that

initiative is necessary, then
that initiative should be a vital interest over all the state and notjust in one area, and | believe that that

interest will be best shown
if we have at least three per cent of the voters in each of those two-thirds districts signing. Now three per

cent is not very high. |
put that purposely low so that it would not make it hard to get the signatures in any one of those areas, but

at least it should be



more than one signature in two-thirds of the election districts. That is not going to make the initiative, |

don't believe, any harder
to work but it will at least show and prove that that proposed bill or that proposed law is gaining interest

over the whole stale,
notjust a local affair that the ten per cent would indicate if they were taken from one city Ol one locality

and just go out and get
one signature to comply with our initiative.

PRESIDENT EGAN: Mr. Ralph Rivers.

R. RIVERS: lam going to support the amendment because | think it makes good sense.

PRESIDENT EGAN: Mr. Hurley.

HURLEY: I am going to vote against the amendment because I don't think it makes good sense. The

reasoning behind it sounds
perfectly logical but I call attention to the fact that in this proposal that we have so far, wc have at least

three types of initiative
which are not possible. Wc have put safeguards on it as far as the people are concerned so that the

Territorial legislature will not
be faced with a law they do not want. | think wc also should remember that the initiative petition is just the

beginning, that it will
still be referred to the people for a vote throughout the Territory of Alaska, and | am sure by that time there

will be sufficient
discussion of it so it will be taken up, but I have the feeling we have gone to too large an extent in

legislating this matter of
initiative and referendum in the first place. We are continually getting into numbers. We are getting into

things that are subject to
critical glances from the people that are trying to get the job done, and I think generally that the less

restrictions that we put on
this thing the better off we are going to be, and | don't think the amendment will serve the purpose that the

proposer thinks it
will.

PRESIDENT EGAN: Mr. Victor Rivers.

V. RIVERS: Mr. Chairman, | believe |agree with Mr. Hurley's position on this. Even though the signatures

originate in one area
| want you to note that in Section 5 it states. "Neither the initiative nor referendum may be used as a means

of making or
defeating appropriations of public funds or earmarking of revenues nor for local or special legislation."

Well, if there is no special
local interest in the legislation, even though the signatures should come from a local area, if it is an overall

general legislation, it
would be my assumption that they would probably try to get as widespread number of signatures as

possible to get as
widespread interest as possible. I sec no reason to impose some other percentage figure now. I don't see we

gain a thing by it. |
think it is an extra handicap and does not add to but detracts from the initiative and referendum as wc now

have it.

PRESIDENT EGAN: Mr. Londborg.

LONDBORG: I would like to close this short debate. In answer to the last objection, | don't believe Section
5 is a safeguard at



all. 1tjust merely says that they may not be used for means of earmarking revenues, etc., but there still may

be a law that one
locality might particularly want, maybe it isn't pertaining to them, but it may pertain to the whole state, but

the state may not be
particularly interested in it, and the initiative may spring out of a populous area and they could get the ten

per cent injust an
overnight campaign and get the one signature out around, and then in answer to the former cbjection where

we should not make
it hard or things of that nature, let us remember that the initiative is not enacting laws by an apportionment

representation. We
are enacting laws by popular vote, and we have set up a machinery in the legislature to make our laws and

they are sitting
representing the various areas of the country, but when it comes to a popular vote, then you will find that it

is where the people
are that is going to count, and | think as a safequard, and again | say itis nota high safeguard but very low,

if you get three per
cent of the qualified voters in these two-thirds districts you will have a good indication of whether it is of

statewide interest.

PRESIDENT EGAN: The question is, "Shall the proposed amendment as offered by Mr. Londborg be

adopted by the
Convention?"

LONDBORG: Mr. President, | request a roll call.
PRESIDENT EGAN: The Chief Clerk will call the roll on the proposed amendment.
(The Chief Clerk called the roll with the following result:

Yeas: 17 - Barr, Boswell, Cross, Hinckcl, Johnson, Kilcher, Laws, Londborg, McNealy, Metcalf, Nerland,

Poulscn, Reader,
R. Rivers, Stewart, Sweeney, Walsh.

Nays: 31 - Barr, Coghill, Collins, Cooper, Doogan, Emberg, H. Fischer, V. Fischer, Gray, Harris,

Hellcnthal, Hermann.
Hilschcr, Hurley, King, Knight, Lee, McCulcheon, McLaughlin, McNees, Marston, Nordale, Riley, V,

Rivers, Rosswog,
Smith, Sundborg, VanderLeest, White, Wien, Mr. President.
Absent: 7 - Armstrong, Buckalew, Davis, Nolan, Pcratrovich, Robertson, Taylor.)

CHIEF CLERK: 17 yeas, 31 nays and 7 absent.

PRESIDENT EGAN: The "nays" have it, and the proposed amendment has failed of adoption. Mr.
Sundborg.



PRESIDENT EGAN: The Chief Clerk will please read Mr. Johnson's amendment.

CHIEF CLERK: "Page I, Section 4, line 18. Strike word 'eight' at the end of the line and insert in lieu

thereof the word
fifteen"."

JOHNSON: I move the adoption of the amendment

PRESIDENT EGAN: Mr. Johnson moves the adoption of the proposed amendment.

MCNEALY: | second the motion.

GRAY: I would like to ask the mover how he arrived at the figure "fifteen”. I had in mind "twenty-five" but
| doD't know what

the difference is between eight, ten, or fifteen per cent.

JOHNSON: Lsuppose Il arrived at my fifteen like you arrived at your twenty-five. It was simply an estimate

of what | thought
would be a far better percentage of the electorate needed to initiate a proposal under this act. It seemed to

me that eight per
cent was a little bit low.

SUNDBORG: I think wc should all be clear that all that this figure refers to is the percentage of the electors

or of those voting at
the last election who would have to sign a petition in order to get it voted upon. It docs not mean that eight

or fifteen percentage
means it goes into effect. Itjust puts it on the ballot I venture if we change this to fifteen there would be

very few initiative
measures would ever get on the ballot. That is quite a high percentage to get when you carry petitions

around.

LONDBORG: Ifyou can't get fifteen per cent to put it on the ballot they certainly would not get enough to

pass it when it does
come out. | think it should be a little bit higher than eight per cent because its not eight per cent of the

qualified electors, it's only
eight per cent of the ones (hat voted . and 1think we ought to have it a little bit higher to preclude any

possibility of throwing in
legislation that might also call for special elections and a lot of expense.

PRESIDENT EGAN: Mr. Barr.

BARR: Mr. President, I am not an authority on the subject, but | understand there arc other states who have

as high a
percentage as 15 and | believe one has as high as 20 per cent. | can't quote the number of states. | would

like to hear from
some of the Committee that has investigated that.

MARSTON: Mr. Chairman, the average requirement is eight per cent of the states that have this form of
law. The average is
eight per cent.

PRESIDENT EGAN: Mr. Kilcher, did you want the floor?

KILCHER: Yes. I advise that this amendment be defeated. It is exorbitantly high and | intend to suggest an
amendment at a



much lower figure than this. The average is slightly less than eight percent, as for as my figures show.

Considering the distance
and geography of Alaska, we should rather have a figure lower than eight or leave it as it is. That defeats

the purpose of the
measure.

GRAY: | feel that this is an important figure. | feel that this is the one place, if this is a constitutional

measure, to insure that the
people want the measure rather than some small

group in one locality. 1believe that this figure should be sufficiently high. Under u republican form of

government we are going to
legislate through our legislature. Wc want to keep the principle of the law ultimately belongs to the people,

and | think the figure
should denote and be used only at a time that the legislature is not conforming to the wishes of the people,

and that is why |
believe this figure is very important, and by this figure 1 think we save the initiative for the constitution or

we lose it due to the
cumbersome expenses of practice of possibly poor legislation.

PRESIDENT EGAN: If there is no further discussion - Mr. Barr?

BARR: Mr. President, as | stated before, | am against the basic idea of an initiative but | realize it has some

value if it is in the
constitution. In fact it may be a deterrent on the actions of legislature if they know it is there and could be

used, but my main fear
was it would be used too often for no good purpose. | may change my mind and vote for it if this figure of

fifteen per cent is
adopted.

PRESIDENT EGAN: Mr. Vicicr Rivers.

V. RIVERS: Mr. President. | think that possibly the adoption of this 15 per cent motion would make the

p.ugram of the
initiative unworkable. I notice mat the states that used the initiative for statutory purposes, there arc none of

them that are above
ten. Now | will grant that for purposes of amending the constitution there arc some states that go as high, |

believe, as thirty. |
think it would be an error to adept this fifteen per cent because of the fact it would be practically

impossible to gel that number
of signatures on the petition required to initiate an initiative.

PRESIDENT EGAN: Mr. Taylo.

TAYLOR: Mr. President, now they call this a petition by the voters, how to get a certain per cent of it. Now

in looking at it
another way, it is a motion by a certain percentage of the electors that they would like to have something

voted on. Now you
say eight per cent is loo much, but as important as this session is, less than two per cent of the body of this

house can initiate
anything they want to before this body and have it voted on. so why should you have to have the electors,

eight per cent or
fifteen per cent more. Eight per cent I think is a fair compromise. We discussed that considerably in the

Committee, but when
you figure that less than two per cent in here can start something, all a man has to do is to make a motion.

That one man is less
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than two per cent and everybody considers it, so | think if we have eight per cent on this initiative, that is
plenty.

PRESIDENT EGAN: Mr. Marston.

MARSTON: Eight per cent is a little, higher than the average state that uses this law. Now we know how

hard it was to go out
and gel 250 names on a paper to get the chance to run for this Constitutional Convention. It was a lot of

work for most of us to
go out and do it ourselves. To get one of these initiative measures before the people it takes over 2,000

people to sign up. You
would not getany place if you had to get 2,000. You would not be here and neither would I. It’s a hurdle

high enough if they
feel that 2,000 votes to get on the ballot is what you have to get, they have a cause and then the people have

a chance to say
"yes or "no". | think eight per cent is right.

BOSWELL: Iwondered if the Committee had studied the statistics of voting and about what eight per cent

would require. Is
that the figure - 2,000?

MARSTON: My recollection is 27,000 votes here all over Alaska. Eight per cent of that is 2,160.

BOSWELL: I'would speak in favor of a higher figure than eight per cent. It seems to me that one of the

things, one of the
abuses is that a number of bills could get introduced with a few voters and with only 2,000 it seems to me

that it would be very
easy for one locality to get 2,000 votes on a particular issue. That is why | would favor a higher figure, and

| think fifteen per
cent is about right.

PRESIDENT EGAN: Mr. Hurley.

HURLEY: If Alaska had a static population | would be inclined to agree, but | feel we have an expanding

population, and by
the time we become a stale, the people that are concerned with introducing proposals, our population and

our voting population
will be such that eight per cent will be a reasonable figure.

PRESIDENT EGAN: Mr. Barr.

BARR: Mr. President, talking about the difficulty of getting that number of signatures to a petition, |

maintain it is pretty easy to
gel a petition signed. | know of one candidate to this Constitutional Convention who merely typed up some

petitions and mailed
them to friends and he got 800 signatures with no effort on the part of himself.

PRESIDENT EGAN: Mr. Gray.
GRAY: : | have to rise a second time because of that 200-vote

deal. The gentleman on that pointed directly at me. | wish to cite right now the principle of (lie thing. On

the extraneous,
unimportant matters, we don't care what the percentage is, two per cent, but on these important matters we

must raise it to a
higher value.



PRESIDENT EGAN: Mr. Sundborg.

SUNDBORG: Mr. President, | would just like to say that the effect of the amendment, if it is adopted,

would be that in Alaska
right now in order to get any measure up before the people on an initiative basis, it would require 4,05"

signatures on petitions.
That is a lot of signatures to try to go out and get in Alaska. That is what fifteen per cent 0f 27,000 is. This

is not going to carry
the proposition. This is what is required to simply gel it on the ballot so the people can have a chance to

vote on it. The eight per
cent now in there, as Mr. Marston said, would require slightly over 2,000, so that is what we are voting on.

ROSSWOG: Mr. Chairman, | would like to say a few words.

PRESIDENT EGAN: Mr. Rosswog.

ROSSWOG: I think it should be hard to get these petitions out and have them filled out, and | would be in

favor of a little higher
figure than the eight per cent.

PRESIDENT EGAN: Mr. Buckalew.

BUCKALEW: | am recalling the other arguments that have been made prior to this particular question.

And if you will recall
various people stated "Well, when the legislature fails to enact some necessary legislation die people can

pul the blocks to them.
If the legislature has fallen down that much, it is not going to be any trouble at all to get fifteen per cent

because they are all going
to be up in arms. If the legislature has fallen down that much and they have to resort to the initiative, I think

you can get fifteen
per cent, if it's that important.

PRESIDENT EGAN: Mr. Londborg.

LONDBORG: | take my second turn here. I still believe it should be a lot higher. If that small percentage

can throw the wheels
in motion and perhaps calls for a special election and have S40.000 every time a few people get together

and want it if it docs
not happen to fall on a primary or general election, | think it should be relatively hard to do it because if it

is something that that
many people want, | am sure you.can get the signatures. There have been various experiments performed

on the idea of getting
people to sign their names, and they say in cities that one out of ten will refuse to sign their signatures on a

petition and perhaps
not even look at the petition.

COOPER: I'would like 'o point out that the figure fifteen per cent as used in the proposal, the figures that

were presented on the
floor were fifteen percent of 27,000 votes, and the last general election, as I recall I am not letter perfect on

these figures —was
over 40,000. Is that correct? Might Iask if any of the delegates know?
PRESIDENT EGAN: Twenty seven thousand the Chair believes, or something like that.

COOPER: Of the general election?



PRESIDENT EGAN: Twenty seven thousand, six hundred and something.

COOPER: ljust wanted to point out in argument that the delegate that was elected at large with the greatest

number of votes,
Territory wide, received 7,000 votes, which in effect would be a signature. The 15 per cent of the 27,000

votes then would be
over 4,000 signatures. | believe it is a little high.

R. RIVERS: That delegate was running in a Held of seven candidates. The 27,000 reflects the number of

votes cast per
delegate, | believe.

HILSCHER: According to the report of PAS slightly less than eight per cent seems to be the average in the

states where this
provision applies. Those states have a far more static population than we have. They are closely allied

through transportation,
through numerous radio stations, telephones, and it is much easier to get your message across. Here in

Alaska where we have
such a large area, the great distances between our towns md communities, our lack of communications

comparable to those in
the states places an additional penalty upon our people. So if we are to adopt the fifteen per cent, we might

in essence from the
standpoint of inconvenience, be setting it up almost at 25 per cent. | am in favor of the figure as it stands at

the present time in
Section 4, at eight per cent.

HINCKEL: I originally proposed or composed an article in which I set forth fifteen per cent. In Committee

they changed my
mind and | agreed to the eight per cent. In view of the fact that we have now removed all restrictions on the

voters, a voter does
not have to be able to read, etc., the qualified elector who would be permitted to sign this petition, | now

favor that we raise the
percentage hack to ahigher figure than eight - possibly as high as fifteen.

UNIDENTIFIED DELAGATE: Question.

TAYLOR: I'would like to say too that some of the states don't favor too large petitions. New York with

three or four million
voters, you can't present a petition that has more than 50,000 .signatures, so it is a very small percentage of

the voters that are
on the petition because they are too bulky, there is too much trouble checking them. So in New York State

you can't get more
than 50,000 people on which would be a small percentage.

MCNEALY: I had not intended to speak on this, but everybody is taking a turn. The point is that | have

some amendments to
offer here which if the fifteen per cent went through I would be inclined to go along with the initiative and

not offer my proposed
amendments. Mr. Taylor speaks of New York. I think there arc others here in the body who talked with

Congressman O'Brien
from New York. He said in one of his last words of parting from a little meeting, he said, "Don't get stuck

like the State of New
York with an initiauvc system or you will be spending out a good percentage of the Territory’s money. You

will find that your



initiative elections will cost you far more than your regular elections. As a Congressman from New York 1

sincerely hope you
do not write the initiative into the constitution." 1 think this fifteen per cent would be somewhat of a

safeguard against too many
elections at least.

PRESIDENT EGAN: The question is, "Shall the proposed amendment as offered by Mr. Johnson be

adopted by the
Convention?" That is changing "eight per cent" to read "fifteen per cent”. All tho™e in favor of the adoption

of the amendment will
signify by saying "aye", all opposed by saying "no".

SWEENEY: Roll call.

PRESIDENT EGAN: The Chief Clerk will call the roll.

(The Chief Clerk called the roll with the following result:

Yeas: 25 - Armstrong, Awes, Barr, Boswell, Buckalew, Cross, Doogan, V. Fischer, Gray, Hinckel,
Johnson, Laws, Londborg,

McCutcheon, McNcaly, Nerland, Nolan, Poulsen. Reader, Rosswog, Sweeney, Walsh, White, Wien, Mr.
President.

Nays: 23 - Coghill, Collins, Cooper, Davis, Emhrrg, Harris, Hermann, Hilscher, Hurley, Kilcher, Knight,
Lee, McLaughlin,

McNees, Marston, Metcalf, Nordalc, Pcralrovicn. R. Rivers, V. Rivers, Smith, Stewart, Taylor-

Absent: 7 - H. Fischer, Hcllenlhal, King, Riley. Robertson, Sundborg, VanderLeest.)

CHIEF CLERK: 25 yeas, 23 nays and 7 absent.

PRESIDENT EGAN: And so the motion has carried and the amendment is ordered adopted.

V. RIVERS: It takes a majority of all of the members to which the body is entitled for final action.

PRESIDENT EGAN: The Chair will declare a f*o-minule recess.



PRESIDENT EGAN: The Chief Clerk will please read Mr. Johnson's amendment.
CHIEF CLERK: Do you want this one taken up next?

JOHNSON: Yes, please.

CHIEF CLERK: "Page 2, line 3. Section 4, after word 'chosen' add new sentence, The petition shall be

from two-thirds of the
voting precincts."

JOHNSON: Mr. President, I move the adoption of the amendment.

PRESIDENT EGAN: "The petition shall be from two-thirds of the voting precincts" - where, Mr. Johnson,
of the Territory?

JOHNSON: Ofcourse it would be from the state.
PRESIDENT EGAN: The Chair stands corrected.
CHIEF CLERK: Do you want to add that?

JOHNSON: Itis not necessary.

PRESIDENT EGAN: Do you move the adoption of the proposed amendment?

JOHNSON: Ido.

ROBERTSON: Isecond the motion.

JOHNSON: I might explain. Mr. President, that it occurs to me that under the present wording that a

petition could be
circulated in one large population area and the required number of signatures be obtained from that one

population area, and |
believe that it would be better or equitable to have the petitions circulated in at least two-thirds of the

voting precincts and
signatures obtained all around the state rather than just in one locality.

PRESIDENT EGAN: Mr. Marston.

MARSTON: We went all through this, and in this big land of Alaska we said die other day one voting

precinct was bigger than
40 of the states, and we concluded it was not fair if wc want the initiative to work, to chase them all over

the great land of
Alaska to get these petitions, You nullify it. Here is one man with five petitions here. It is not improving

this thing. If you want to
nullify it, this is one way to do it. We worked on it for about four weeks, good men, even if I was on there,

the rest of them
anyway, and wc decided that some of these people —wc had it in there. We took it out. It was too big a

land to chase them
over the mountains and across the rivers and the oceans to get this scattered vote, so | wish if you want this

initiative and
referendum you would hold back on a lot of these amendments. They are no: improving it. That is the

reason we did not put it in
there. We considered Mr. Johnson's amendment carefully. | would like to hear some of the other

Committees on this.
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PRESIDENT EGAN: The question is,"Shall Mr. Johnson's proposed amendment be adopted by the
Convention?” Mr. Davis.

DAVIS: May lask Mr. Johnson a question ? If I understood your explanation correctly, Mr. Johnson, what

you intended was
that the petition should be circulated or that signatures should be secured from at least two-thirds. It seems

to me the form does
not quite carry out what you are trying to do. I am in favor of the suggestion that I think you are trying to

make there.

JOHNSON: We could add the words "shall be circulated in at least two-thirds of the voting precincts.” |

will accept Mr. Davis'
suggested amendment, and insert, "The petition shall contain signatures from at least two-thirds of the

election districts of the
State."

PRESIDENT EGAN: Mr. Davis, do you offer that proposed amendment?

DAVIS: Yes.

PRESIDENT EGAN: Is there objection to Mr. Davis's proposed amendment to the amendment? Mr.
McLaughlin.

MCLAUGHLIN: Arc you substituting the word "circulating” and do not require signing, Mr. Davis?

DAVIS: Either "circulated™ or "signatures should be secured

from™. Either one would be all right from my standpoint. But as it reads it says, "it shall be from™ and |
think it is meaningless.

MCLAUGHLIN: Iam just anxious to know what the amended amendment is.
DAVIS: I will say "circulated" as an amendment.

PRESIDENT EGAN: Mr. Cooper.

COOPER: Mr. President. | have the same question in mind, and in my mind it would have been at least

two-thirds of the voting
precincts that would be represented, and that would indicate at least one vote from at least two-thirds of the

voting precincts in
Alaska.

PRESIDENT EGAN: Mr. Londborg.

LONDBORG: Ican certainly sec a value in having signatures from that many of the precincts. That would

be one of the best

ways to gel the people all over the State of Alaska acquainted with what is coming up, otherwise many
people will have to

depend on radio or newspapers, etc., to find out and first thing you know there is a special election and a lot

of them will have
the initiative before them to vote and come to the polls and probably have not had a chance to talk it over

and can't read, and
wc are going to have a lot of confusion, but if it can be circulated around I think it is going  stimulate a lot

of interest and a lot
of study on the initiative.



PRESIDENT EGAN: Mr. Metcalf.

METCALF: Iam partially in favor of Mr. Johnson's motion, and I am against it for the use of the

phraseology "of all the voting
precincts", which would be a difficult job. | would like to amend the motion and make it similar to the

Missouri Constitution,
what they say on the matter. | would like to amend the motion and say "the major political subdivisions"

and put the word "each™
before that. In other words, you have Nome, Fairbanks, Anchorage, and Juneau, and you have to get two-

thirds of your
signatures from those major areas, and you won't work a hardship on the people with the initiative.

PRESIDENT EGAN: Mr. Metcalf, at the present time the particular motion cannot be further amended in

its present state.
There has already been an amendment to the proposed amendment offered and an amendment to the

amendment to the
amendment the Chair would hold would be out of order at this time. Mr. Stewart.

STEWART: Mr. President, just one question of information. Would the word "circulating include posting
in a public place?

DAVIS: Mr. President, in order to get away from the confusion which I caused here, 1 would like to

withdraw the proposed
amendment, putting it back to Mr. Johnson's amendment, then we can start over again.

PRESIDENT EGAN: If there is no objection, Mr. Davis asks unanimous consent to withdraw his proposed
amendment to the
amendment.

MCNEALY: | object.
PRESIDENT EGAN: That will take j motion before we can discuss it further. Mr. Davis.

DAVIS: | move that | be allowed to withdraw my proposed amendment to Mr. Johnson's amendment.

JOHNSON: I second.
MCNEALY: I withdraw my objccticn.

PRESIDENT EGAN: The proposed amendment to the amendment was withdrawn. M\ Metcalf.
METCALF: Ishould like to read the amendment to Mr. Johnson's motion here.

PRESIDENT EGAN: Ifyou could get it in writing. The Convention will sit at case for a minute or two.

The Convention is at
ease. The Convention will come to order. Mr. Johnson.

JOHNSON: Mr. President, | ask leave by unanimous consent to withdraw my original amendment and

substitute in lieu thereof
a different wording which 1 have placed on the Secretary's desk.

PRESIDENT EGAN: Mr. Johnson asks unanimous consent that he be allowed to withdraw his original

amendment and
substitute another amendment. Is there objection? If there is no objection it is so ordered, and the Chief

Clerk may read the
proposed amendment,



CHIEF CLERK: "Page 2, line 3, Section 4, after word ‘chosen' add a new sentence, The petition shall

contain signatures from
at least two-thirds of the election districts of the State.

JOHNSON: I move the adoption of the amendment as read.

ROBERTSON: I second it.

PRESIDENT EGAN: The motion is open for discussion. Mr.

Smith.

SMITH: Mr. President, my recollection of the Committee discussion on this question was that under

Section 3 the legislature
would have the authority to require that signatures be obtained from as many legislative districts as they

might deem necessary.
The Committee felt, that is my version of the Committee feeling was, that due to the changes which will

inevitably come, that the
legislature could safely make those requirements. They could change those requirements to meet changing

conditions and,
therefore, 1 am opposing the amendment.

TAYLOR: | would just like to substantiate the remarks of Mr. Smith. We went over this quite carefully.

We argued pro and
con as to whether we should put anything in about where the petition was to be circulated, how many

names to it, studied the
other states' provisions along these same lines, and we felt due to our geographical limits that it would be

better to leave that to
the legislature. Now that is an untried thing in Alaska, and if we put this in here the legislature then would

be unable to change it.
It would take a constitutional amendment to make any change in the method of getting the signatures or

where you got them
from. So we thought we would leave this thing in the fluid stage so if there was an attempt to initiate

legislation by this method,
and they found out that the provision by law pursuant to the article was unwieldly, cumbersome, and made

it practically
impossible to get a measure through, that the legislature could change it at the first session if they realize it

should be done. So
we purposely left that out. V/e felt it would be better to leave it fluid so by trial and error we can find out

what is the best
manner to handle this, so | would think that the amendment should be defeated.

PRESIDENT EGAN: Mr. Hinckel.

HINCICEL: I was going to state for the advocation of the delegates that the original wording wc had in

there was that not over
25 per cent of the signatures on a petition should come from any one political subdivision, and we all

agreed that it would
probably be adequate but as Mr. Taylor has said, we finally decided diat we might be wrong and it would

be better to leave it
to the legislature so it could be amended or changed without all the trouble of going through constitutional

amendment.

PRESIDENT EGAN: Mr. Cooper.



COOPER: Line 25 on page 2, actually Section 5, says this measure of the initiative shall not pertain to local

or special
legislation. Therefore, I don't think the amendment is in any way, shape or form out of order. If the people

of the state at-large
are to be affected by eventual legislation, then | believe that petition should be distributed within at least

two-thirds of the voting
precincts.

PRESIDENT EGAN: Mr. Londborg.

LONDBORG: There seems to be a feeling here that this is making it too hard to get an initiative. | would

like to call the
attention to the initiative provision in the State of Missouri where they not only ask that it be circulated in

two-thirds of the
congressional districts of the state, but that it be signed by a certain per cent of the legal voters. Now in the

case of the
constitutionality amendment it is eight per cent. In case of the law it is five per cent, which I think would

compare to our fifteen
per cent of those who voted. This is five per cent of the legal voters and it shall be signed by five per cent

of the voters in each
of two-thirds of the districts, so they certainly have their initiative a lot harder than we are proposing here.

PRESIDENT EGAN: Mrs. Hermann.

HERMANN: Mr. President, | think we arc losing sight of one of the main things to be considered in

connection with this
proposal. These amendments and others that have already been adopted, as well as some of the sections

themselves, are clearly
attempts to replace fundamental law with statutory law, and I think that the whole thing of setting up the

procedure for initiative
and referendum, which is now being cumbersome!)' done by the body, should be left in the hands of the

legislature. | have said
once on this floor, if | have said it once | have said it a dozen times and probably will say it that many

more, we have got to
leave things to the legislature that belong among the legislature's functions, and instead of trying to write

statutory law into the
constitution of the State of Alaska let's get down to brass tacks and write the fundamental law on which the

legislature may base
its actions. | am against the amendment.

SUNDBORG: I have to take a view opposite to that of Mrs. Hermann's, something which 1 do not often do,

for the reason that
this provision would cover not only initiative petitions but referendum petitions, and 1do not believe it

proper to leave in the
hands of the legislature the writing of basic provisions on how petitions which would override and defeat

actions which the
legislature has taken would have to be handled. Now under your view it is open here if wc don't mention it,

and it is open to the
legislature to put up any kind of a provision it wants, it could require that there would have to be signatures

from cvely voting
precinct in the stale which would defeat it because it would be impossible to get such signatures, and 1don't

believe that if we
are going to have the referendum at all which is the process for the people to say,"""Wc don't want this law

which the legislature
has just passed. Wc don't want to leave it to the legislature to set up the ground rules of how those things

are going to be



handled. | think that the amendment as now submitted does not require very much. All it says is that the

petition shall contain
signatures from at least two-thirds of the election districts of the state. The Apportionment Committee is

bringing out a report
which is going to set up 24 election districts in the state. This would require that anyone who wants to get a

matter on the ballot
would only have to have signatures from 16 of those election districts. Say that we need 4,000 as it is in

Alaska today, he could
have 3,985 signatures from the City of Anchorage and he could get one each from the other 16 election

districts and he's on the
ballot. Now | don't think that is going to restrict very many initiative or referendum petitions.

PRESIDENT EGAN: Mr. Buckalew.

BUCKALEW: Icertainly agree with Mrs. Hermann. It seems to me a lot of delegates, and | have had the

same idea myself up
to this point, that you can't write into the constitution provisions that are going to take care of every

imaginary evil that might
come up. | think you can trust the legislature. We are going to trust the judges. We have created judges. We

have given to the
judges the power to incarcerate people and even hang them, and it is not any more illogical to trust the

legislature. | might say
that | offered an amendment which 1think will cure all of this discussion, and I don't mean any reflection

on Mr. Collins or his
Committee, but I certainly agree with Mrs. Hermann. Now you can see the hassle wc have gotten into over

whether it is going
to be ten or fifteen per cent, and it is all legislation, and if it proves to be unworkable you have got to

amend the constitution to
change it, and Mrs. Hermann is absolutely right.

MCLAUGHLIN: Without committing myself either way, | am just a little bit puzzled. Under Mrs.

Hermann's suggestion it
would all be left to the legislature. If the legislature exercises its authority under Section 3 prescribing the

procedures to be
followed in the exercise of powers of initiative and referendum, it makes itan emergency act, and you can't

have a referendum
on your referendum.

PRESIDENT EGAN: Mr. Smith.

SMITH: Mr. President, the only value for the initiative and referendum procedure is if there is a clear

channel for enactment of
legislation by the people. That is, if it goes directly from the people bypassing the legislature. If you give

(he legislature the power
to block that channel, then you just as well as have no initiative and referendum at all. Now this is the

second time 1have had to
change my mind on the question that is concerned with this, but I will now support the amendment offered.

PRESIDENT EGAN: Mr. Taylor.

TAYLOR: | think, in answering Mr. Smith's objections, he possibly loses sight of the fact that this

Convention, if wc adopt this
proposal would be bound by it, as it says "No law shall be enacted to hamper, restrict or impair the exercise

of powers
reserved herein...by the people.” They have got to pass the legislation. It his got to be introduced. It has got

to be implemented



by the proper legislative measure. Let us trust the legislature. Let us leave this just as much as basic law as

we possibly can.
Otherwise, we are coming out of here with a constitution that the voters will not ratify. Maybe some of

these amendments are
put in for the purpose of defeating the constitution.

PRESIDENT EGAN: Mr. Davis.

DAVIS: Mr. President, | want to say that | agree, smnge as it may seem, with what Mrs. Hermann has said

here. | think a
good deal that is in this bill as written is legislation. The amendment which Mr. Johnson offered and which

I supported was a
matter to amend something that is legislation in my opinion to make the thing clearer and more nearly

responsive to the will of
the people of the whole rather than one section. Thai was the reason for offering the amendment. I would

agree right off that if
this part of Section 4 could be stricken as legislation.

PRESIDENT EGAN: Mr. Johnson.

JOHNSON: Mr. President, I resent the implication that | have offered any amendments for the purpose of

defeating this
constitution. 1 don't believe that Delegate Taylor had any right to make such an inference. | think that any

delegate here has the
right to offer amendments as long as they feel they are justified and it is part of the subject matter at hand.

Now certainly in this
instance, the constitutions that have been read to us. rlearly indicate that this provision which is now before

us b> way of
amendment is not unusual. There is nothing strange about it, and as Delegate Sundborg points out, it is not

an impractical
proposition because you can get, as he says, 3,995 signatures in Anchorage and gel the rest of them, one

signature from the
other 15 voting precincts, so it is not an impractical proposition. Itstill acts as an additional safeguard on

the misuse of the
initiative. Yesterday | was opposed to the initiative principle, but the delegation in the Committee of the

Whole voted to support
the principle, and it is now in our constitution and be I assume, but I still think that we have the right to

make it as strong as
possible because certainly it can be very easily misused as has been pointed out, and a special election

under the initiative could
cost the taxpayers 540,000 and you might have a number of those special elections every year, and it runs

into money, and |
don't think wc are going to have any loo much monc\ after wc become a state, at least not for awhile, so |

beliese itis a
reasonable safeguard and that the amendment should be passed.

PRESIDENT EGAN: Mr. McNcaly.

MCNEALY: Mr. President, | am a strong advocate of leaving matters to the legislature, but | want to point

out that when you
start writing legislation into the constitution then you have got to write more legislation in order to

supplement the legislation that
you already have written in, and | too wunt to call attention to Section 3, the last line where it states, 'No

law shall be enacted to
hamper, restrict, or impair the exercise of powers reserved herein by the people. If this is left blank, the

percentage of the voters



who must sign the petition, and :: it is left in the blank about what districts thc> shall be signed in, then |

can foresee and very
clearly there will be untold litigaaon, because if the legislature attempted to pass a bill and required fifteen

per cent of the
signatures, the people, or a small segment, would attack it on the grounds that it was hampering or

restricting or impairing the
voters. If the legislature attempted to say that the petitions had to be secured in certain districts they could

always refer back to
this clause here of hampering, restricting, or impairing. | think as long as wc started writing legislation into

this, unless the matter
is clearly spelled out in the bill sad left up to the legislature, then we must spell out these things in order to

protect against future
court action.

PRESIDENT EGAN: The Chair s going to adhere to the rule, Mr. Taylor, that each delegate is allowed

two times around. Mr.
Kilcher.

KILCHER: Point of information. 1 would like to address a question to Mr. Johnson. If Mr. Johnson's

amendment should be
adopted, would that leave enough power to the legislature later on to determine the percentage of signatures

required in each of
the two-thirds of the legal subdivisions?

JOHNSON: Offhand, | would say no, but it seems to me that it might be construed that if the legislature

should determine later
that each voting precinct would have to produce a proportionate share of the signatures, that might be in

contravention of the
constitutionality. 1 am not enough of a constitutional lawyer to know, but my offhand opinion is that this

provision as it is now
before us would make it flexible, and if the legislature attempted to put any restrictions on that flexibility,

that it would not be
improper.

PRESIDENT EGAN: Mr. Kilcher.

KILCHER: Personally I think that the legislature would be entitled to make funher specifications that are

not limited by any of
the constitutional sections, and | hope that it will, and provided that I am right in my assumption, I am in

favor of Mr. Johnson's
amendment.

ARMSTRONG: If Section 4 is  stay in the act, it seems to me that we have to have this provision. | want

to revert back to
the thing that Mr. Marston constantly talks about, the people. Lhave a feeling so often that when | vote on

the wrong side of an
issue that | am voting against the people because that word has been underscored so emphatically. I think

that to eradicate
sectionalism and provincialism from Alaska wc must have an expression from as many sections of the slate

as possible. I think
one of the great things that is hampering us now is the feeling that one area wants to dominate another .

area, and 1 will vote for
this amendment because of my ir.ner feeling that this is bridging all of these depressions of sectionalism. It

is asking for a
widespread opinion on a piece c: legislation. If folks say "Well, wc are not intelligently" enlightened on

this enough so that we



can sign ihis petition, then let them dig into it before they sign It will probably give a wider base of

opinion when it comes to a
vote. We car. probably vote on it more intelligently. I will support this amendment if we arc keeping in

Section 4.
BOSWELL-1 move the previous question.

HERMANN: Isecond the motion.

PRESIDENT EGAN: The question is, ""Shall the previous question be ordered?" All those in favor of

[he'question will signify by
saying "aye", all opposed by saying no . The "ayes have it and die previous question is ordered. The

question is, "Shall Mr,
Johnson's proposed amendment be adopted by the Convention?" All diose in favor --

TAYLOR: Roll call.
PRESIDENT EGAN: The Chief Clerk will call the roll. Will the Chief Clerk please read the amendment.

CHIEF CLERK: "Page 2, line 3, Section 4, after the word 'chosen’ add a new sentence, 'The petition shall

contain signatures
from at least two-thirds of the election districts of the State."™

PRESIDENT EGAN: The question is, "Shall the proposed amendment be adopted by the Convention?"
The Chief Clerk will
call the roll.

(The Chief Clerk called the roll with the following result:

Yeas: 38 - Armstrong, Barr, Boswell, Coghill, Collins, Cooper. Davis, Doogan, H. Fischer. Gray, Ham's,

Hellenthal, Hilscher,
Johnson. Kilcher, Knight, Laws, Lee, Londborg, McLaughlin. McNealy, McNces, Marston, Nolan,

Poulsen. Reader. R.
Rivers, Robertson, Rosswog, Smith, Stewart. Sundborg, Sweeney, VanderLecst, Walsh, White, Wien, Mr.

President.

Nays: 13 - Awes, Buckalew, Etnbcrg, Hermann, Hinckel, Hur.ev, King, Metcalf, Nordale, Pcratrovich,
Riley, V. Rivers.
Taylor.

Absent: 4 - Cross, V. Fischer, McCutchcon, Norland.)
CHIEF CLERK: 38 yeas, 13 nays and 4 absent.

PRESIDENT EGAN: The "ayes" have it and the proposed amendment is ordered adopted. Mr. Hellenthal.
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CHAIRMAN R. RIVERS: Mrs. Sweeney.

SWEENEY: I would like to ask Mr. Taylor a question. On Section 4, the last line on page 1and going to
the top of page 2 it

provides that you will have eight per cent of the number of votes cast for governor in the preceding general

election, at which the
governor was elected. I am wondering if your Committee considered the possibility of a restriction in there

similar to the one
that is in the model constitution requiring that only a certain percentage of those sigr.-tures .can come from

a certain district. That
is, that the petition must represent a large area rather than a restricted area.

TAYLOR: We did talk that over. We gave it consideration. We felt that with the geographical limitations

of the state of Alaska,
we felt that in view of the size of Alaska, the geographical size of it in proportion to the population, that if

we puta limitation
upon the number of voters that could come from any political subdivision or of any particular area, that it

would make it very
difficult up here by reason of the great sparsely populated areas, we did not hold that up. We felt it would

make it very difficult if
25 per cent of, say 25 or 30 per cent of the petitions had to be from one division or one part of a division.

Well, you could go in
there and get those all right, but it is so difficult to circulate those petitions in the outlying precincts.

SWEENEY: On the other hand, | feel that, ifju,,. speaking of divisions now, if one division, for instance

the Southeast, had a bit
of legislation they wanted passed, they could get the eight per cent of the votes very easily and yet we

would be imposing, if the
legislature then passed whatever it was we wanted, we would be imposing our will on the whole of Alaska,

and it seems to me
that a portion should be required to come from another division, perhaps a third or even half from another

section.

CHAIRMAN R. RIVERS: The Committee will be at ease for a moment while our guests pass out. (Guests

left gallery.) The
Committee will come to order.

TAYLOR: Mr. Chairman, | would like to answer Mrs. Sweeney's question in this way. Although as she
states the eight per cent

of the voters, of the number of voters that cast their votes for the governor at the previous election was
secured in one division,

that does not make it a law because that then is submitted, if they get the sufficient number of signatures on
there, then it is

submitted to the entire electorate and then it can be defeated by the voters of other divisions or political
subdivisions whichever

they might be, because the entire electorate then votes upon what eight per cent of the electorate initiated.
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February 3, 2000

MEMO TO FILE

TO: Finance Committee
BILL7RES. NO.: CS HJR 7(FIN) am
ATTENTION: Heidi, Vicki

Senate Secretary’s Office

This bill/resolution has not yet received a do pass recommendation.

Please leave this note in the file.

Thank you.



Coalition for the Alaskan W ay of life
P.0. Box 60954

Fairbanks, AK 99706
Ben Hopson/Chairman Pete Buist/ Co-Chair Gabe Sam/ Co-Chair

March 30, 2000

Dear Senator Torgerson,

The Coalition for the Alaskan Way of Life (CAWL) was formed two years
ago to oppose Proposition 9, the Wolf Snaring Ban. The CAWL effort was able to
accomplish a feat many thought impossible. We united sportsmen and Alaska
Natives to work together. Groups as diverse as The Alaska Outdoor Council and
the Tanana Chiefs Conference put aside their differences and united to defeat
Proposition 9. This unity proved to be one of our greatest strengths and a key

reason for our victory in 1998.

As sweet as that victory was, it came at a high price in money and
manpower. The campaign raised and spent over $250,000, an absurd amount of
money to defend Alaska’s Native and cultural heritage of wolf snaring.

_ Truthfully, Enough & Enough!
“It’s time for Rural Alaskans to draw a line in the Snow!”

Rural Alaskans should never have to face another ballot initiative like
Proposition 9 that directly attacks our cultural heritage. There are so many other
important issues for the Native community to address we cannot afford to squander
our hard earned resources on issues like wolf snaring. Now is the time to use the
momentum of our Proposition 9 victory and go on the offensive and stop this

craziness once and for all.

Representative Bill Williams of Saxman working with CAWL has
introduced legislation, which will protect rural Alaska from these frivolous
initiatives. That bill, I-1JR7, is now before your committee. As you know, it is a
Constitutional Amendment Resolution that, if passed by the legislature, will insure
that rural Alaska will have a voice in Alaska’s initiative process and can stop

initiatives like Proposition 9 before they get started.

Let us explain our reasoning for supporting HIR7:



Alaska’s population distribution is much different now than when our
Constitution was written. Today, initiative supporters can collect signatures in
densely populated districts in and around Anchorage and get almost any question
on the ballot they desire. Whether it is English only, same sex marriage or animal
rights sponsored initiatives like wolf snaring, our initiative system plays right into
the hands of large, well funded Outside special interest groups from the Lower 48.
It is far too easy to abuse the Alaska initiative process by buying a place on the
ballot. Here’s how the system works now;

Alaska’s constitutional laws governing the placing of initiatives on the ballot
require signatures to be gathered equal to 10% of those who voted in the last
general election or, approximately 21,000 signatures must be gathered to qualify an
initiative. A small number compared to other states in the U.S. In addition, those
signatures must come from at least 2/3rd's or 27 of the 40 state House districts. We
believe it was the clear intention of the framers of the Alaska Constitution that
those signatures were to be gathered equally from those 27 House districts.
Unfortunately, due to a loose interpretation of the law, that’s not what is
happening. Since the Alaska Constitution does not specifically require a specified
number of signatures to be gathered from each of the 27 house districts virtually all
the signatures (in most cases almost 90%) are gathered in the highly populated
suburban areas in and around Anchorage. Only a small number of signatures are
gathered in a few rural districts to meet the minimum requirements. Rural Alaska

is effectively ignored and shut out of the process.

The Alaska initiative system is so loose that signatures could be gathered,
the initiative approved by the Lieutenant Governors office and placed on the ballot,
approved by voters, and never have a single signature gathered from rural Alaska.
We think that is a travesty.

But, fortunately Representative Bill Williams’ bill, HIR7, will even the
playing field for rural Alaskans and will insure that rural Alaska has a voice in the

initiative process.

The original language of HJR7 as introduced by Rep. Williams calls for the
total number of signatures required to place an initiative on the ballot be equal to
15% (currently 10%) of those who voted in the last general election. Those
signatures must be gathered from a minimum 3/4Ih's (currently 2/3rds) of Alaska’s
election districts; equal to 30 of the 40 House districts. In addition, to ensure
representation from rural Alaska, HIJR7 requires these signatures be equal to 15%

of those who voted in the proceeding election In each of those 30 house districts.



As you know the version of HJR7 before your committee has been severely
amended and it is our opinion that in its present state does little to rectify the
problems inherent in Alaska’s initiative process.

We respectfully request that your committee review the attached information
and consider restoring HIJR7 to its original form as introduced with one exception.
We recommend that your committee raise the required number of districts from
which signatures must be gathered to qualify an initiative from the current
requirement of 2/3rd, and beyond HIJR7’s requirement of 3/4UI, to a total of 7/8th
or 35 House districts.

The reason for our request is as follows: Obviously, the current 2/3d
requirement is insufficient to grant any representation to rural Alaska, but even
increasing the number to 3/4lh or 30 House districts will only guarantee marginal
representation. Of Alaska’s 40 House districts only 10 arc truly rural districts.
Anchorage, Fairbanks and Juneau alone comprise a total of 30 House districts.
Theoretically at the 3/4threquirement rural Alaska could still be excluded from the
signature gathering process. Requiring signatures to be gathered in 7/8th or 35
house districts will guarantee rural Alaska will be represented in the initiative

process.

In addition to this request we feel it is critical that attention be given to
making sure the number of signatures required from each House district be
increased to between 10% and 15%. Please take a moment and refer to the HIR7
Comparison spreadsheet attached to this letter. As you will notice at the bottom, of
the page, at 4% (the current amended version of HIJR7) all the initiatives in 1998
would have still qualified. However, at 10 % or above none of the three initiatives,
Wolf snaring, English only, or the Marijuana would have qualified because they
would not have received the needed support from rural Alaska.

CAWL strongly believes that if rural Alaska must live under the laws
created by the initiative process they should also have a say in the ballot questions

that are put on the ballot. We sincerely ask for your assistance and the assistance of
your committee in restoring our voice to the Alaska initiative process.

Sincerely,

Ben Hopson, Jr. Pete Buist Gabe Sam



District Votes Cast 98 Wolf English Marijuana HJR7-4% HJIR7-7% HJIR7-10% HJIR7-15%

1 Ketchikan * 5025 45 24 34 201 352 503 754
2 Sitka * 5890 475 27 50 236 412 589 884
3 Juneau 7198 1354 36 798 288 504 720 1080
4 Juneau 6712 1226 36 823 268 470 671 1006
5 S'East Islands * 4924 224 25 100 197 345 492 739
6 Kodiak * 4025 144 115 520 161 282 403 602
7 Kenai * 6832 438 504 314 273 478 683 1025
8 Kenai * 5917 418 855 385 237 414 592 887
9 Kenia * 5223 243 588 254 209 366 522 783
10 Anchorage 6932 1027 1090 957 277 485 693 1040
11 Anchorage 5299 1095 1003 1070 212 371 530 795
12 Anchorage 5791 1027 980 1046 232 405 580 867
13 Anchorage 6331 1440 1013 1136 253 443 633 950
14 Anchorage 3258 821 645 685 130 228 326 489
15 Anchorage 4292 1432 1077 1147 172 300 429 644
16 Anchorage 3162 1403 1099 1369 126 221 316 474
17 Anchorage 5328 1253 1228 1327 213 373 533 799
18 Anchorage 7814 1201 1096 1132 313 547 781 1173
19 Anchorage 5573 1227 1163 1238 223 390 557 836
20 Anchorage 5332 1181 1142 1068 213 373 533 800
21 Anchorage 4973 1138 1027 1130 199 348 487 719
22 Anchorage 6666 1106 995 972 267 466 667 1000
23 Anchorage 2964 640 614 608 108 207 269 445
24 Eagle River 5666 977 871 932 227 397 567 850
25 Eagle River 6103 863 1006 974 244 427 610 915
26 Wasilla 6401 765 1033 895 256 448 640 960
27 Palmer 7868 691 1053 940 315 550 787 1180
28 Talkeeetna 7772 919 998 1070 311 544 777 1165
29 Fairbanks 6931 302 407 280 277 485 693 1039
30 Fairbanks 4751 193 393 174 190 332 475 713
31 Fairbanks 4688 205 425 180 188 328 469 703
32 Wainwrighl 3618 151 284 73 145 253 362 542
33 Faii-anks 6308 198 465 166 256 447 639 946
34 North Pole 4650 153 312 108 186 325 465 698
35 Valdez * 5015 227 271 236 201 351 502 752
36 Tanana * 4762 202 136 214 i90 333 476 714
37 Kotzbue * 4059 180 124 186 162 284 406 608
38 Nome * 4412 146 87 162 176 308 441 662
39 Bethel * 4708 217 152 161 188 329 471 706
40 Aleutians * 2556 145 125 173 102 179 256 409
Total 215,539 27,210 24,524 25,087 8,662 15,087 21,555 32,331
‘Indicates Rural AK
Total Suburban (27)  152,101-71% 24,061-88% 21,491-88% 22,298-88% 70% 70% 70%
Total Rural (13) 63.348-290  3,149-11% 3,033-12%  2,789-11% 30% 30% 30%

Total Anch/MatSu (19) 107525-71% 20,296-84% 19,133-89% 19,786-89%

Wolf English Marijuana
How Districts 30@4% 32@4% 27@ 4%
Would Have 22@ 7% 25@ 7% 23@7%
Qualified in 1998 20010% 21@10% 22@10%

Under HIR7 20@ 15% 21@15%  22@15%



Senate Judiciary Committee Hearing - 1/25/00
Alaska Outdoor Council Testimony on HJR 7
Ballot Box Biology and the Initiative Process

Richard Bishop, Vice President

M. Chairman, Committee members,

Thank you for this opportunity to testify. |am Dick Bishop, Vice President of the Alaska
QOutdoor Council, a statewide umbrella organization comprised of over 40 user-conservation
outdoor groups plus now up to nearly 2000 individual members. Our total membership is 10 to

11,000 Alaskans and a few interested Outsiders.

M. Chairman, the Outdoor Council opposes the use of “Ballot Box Biology" in the management
offish and waldlife. Nationally, the initiative process has been used ina number of the 24 states
where it’s available to circumvent a rational public process for the management of fish and
wildlife. It has become fashionable for animal protection and anti-hunting groups. It has also
been effective, because an emotionally charged message can be marketed effectively on today’s

electronic media.

There is no law requiring truth in advertising. Fish and waldlife management policy can be flip-
flopped by a barrage of 30-second sound bites influencing the “majority of the moment” - even
though the sound bites misrepresent the issue.

e saw that in Alaska with proposed bans on same-day aerial shooting of wolves, where the
Issue Was portrayed as aerial shooting, already illegal, and then a proposed ban on wolf snaring.
The Legislature had to correct the first one with SB74. Fortunately, the Coalition for the Alaska

Way of Life, which we support, beat the anti-snaring proposal.

|f the initiative process continues to be so susceptible to irresponsible use, we expect more
attacks on scientifically sound fish and wildlife management and on Alaskan's traditional values.
“Ballot Box Biology™ thumbs it’s nose - or worse - at the most open, democratic fish and game

management process in the world.



These attacks demonstrate no tolerance of, and no respect for, traditional Alaskan values that
depend on sound management and responsible human uses of fish and game.

Yet to cope with these attacks drains the energies and pocketbooks of Alaskan fishers, hunters,
and trappers across the state, not to mention the possibility of taking food from their tables and
warm clothes from their closet.

The Outdoor Council has advocated a Constitutional amendment making fish and wildlife
management ineligible for the initiative process. There is no real bar to public participation in
fish and wildlife management. There is more opportunity for public participation in Alaska’s
fish and wildlife management through the Board and Advisory’ Committee process than has ever
been fully used. But it is a deliberate, rational process, not easily derailed by the emotional,

disinformation tactics usually employed by its detractors.

The Alaska Outdoor Council strongly recommends taking fish and wildlife off the initiative
eligibility list.

if the Legislature is unable or unwilling to do so, then we urge you to beef up HIR 7 by requiring
petition signatures of 15% of previous voters in each House district, from 2 or more (7/8) of the
Districts, and with total signatures equaling at least 15% of the number of previous voters in
order for the petition to be accepted. HB45 should, of course, be modified accordingly.

At least this would ensure the broader public participation that Rep. Williams set out to ensure,
and hopefully it would require more people to give any proposal serious thought.
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FISCAL NOTE

STATE OF ALASKA
1999 LEGISLATIVE SESSION

Titde: NO FED. CLAIM ON STATE TOBACCO
SETTLEMENT ~
Sponsor: Rep. Harris

Requestor . H FIN

EXPENDITURES/REVENUES: (THOUSAMDS OF DOLLARS)
OPERATIC" FY 00

Personal Services
Travel

Contractual
Supplies
Equipment

Land & Structures
Grants, Claims
Miscel laneous

CAPITAL 00 00
REVENUE ~ Qg 00|

FUNDING: (THOUSANDS OF DOLLARS;
General Fund

Federal Fund

Other

TOTAL Lo 0.0 0.0
POSITIONS:

Fhﬂﬂne 8

Part-Time

Temporary 0

ANALYSIS: (ATTACH A SEPARATE PAGE IFNECESSARY)

BILL NO. HJR 12

Dept. Affected: Law
BRU: Gl Division
Components: Fair Business Practices

Serial # 2206
00 0.0 0.0
001 0 001
0.0 0.0 0.0
Q Q 8

00

0.0

OOO

This resolution has a zero fisal impact. However, iFfederal law isnot enacted to prevent HCFA from asserting mtsclaim
against the settlement money, the result could be a loss 1o the State of Alaska of $400 millian over 25 years.

Prepared by:  House Finance Committee J,/ 1] ;
Representative ENdon Milder
Representative GeneT  h e r 1

Date: 2/16/99
y -Phone: 465-2647
a  Phone: 465-4797
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PRESENTATION ON TOBACCO ISSUES
and HJR 12

Alaska Department ofLaw
to
House Finance Committee
February 16, 1999

INTRODUCTION

During the past two years, the Knowles administration, with the help ot the Alaska
Legislature, has addressed the problems caused by tobacco and the challenge of
limiting access on a number of fronts. Our joint efforts have included legislation to
increase taxes on tobacco products, measures to limit youth access to tobacco, and
stepped-up enforcement activities, and, of course litigation and participation in the
national settlement with the industry. The Department of Law's efforts have been
closely coordinated with the Alaska Departments of Health and Social Services and

Revenue, local tobacco control groups, and other state attorneys general.

ENFORCEMENT OF TOBACCO VENDOR AND TAX LAWS

> TOBACCO VENDOR ENFORCMENT (STING OPERATIONS): During
1997 and 199S, the Department of Law (“Law”) worked closely with the
Anchorage and Juneau Police Departments to coordinate enforcement and
prosecution of tobacco vendors that sold tobacco products to persons under 19.
Law plans to work with the Fairbanks Department of Public Safety and
Fairbanks City Attorney’s Office to enforce state tobacco laws during the early

spring.

. Today, Law will announce a settlement related to tobacco business
licensing litigation with 9 vendors operating a total of 11 stores (5 in
Anchorage and 6 in Juneau). The vendors agreed to a settlement that
requires: (1) a three-day suspension of their tobacco licenses, (2) that they
re-train all of their tobacco sales clerks in stores where violations
occurred, and (3) that vendors make contributions totaling more than
$50,000 to a statewide youth tobacco prevention television campaign.
This television campaign will air statewide for a month this spring.



STATE SALES TAX ENFORCEMENT: State law requires any person who
causes cigarettes to be brought into the state for personal consumption or resale
to obtain a license from the Alaska Department of Revenue and pay the
appropriate taxes. A federal law known as the “Jenkins Act” requires persons
shipping cigarettes into Alaska to provide the state with a list identifying the
recipients. With the growth of Internet sales, the Alaska Departments of Law
and Revenue have worked closely with the federal Alcohol, Tobacco and
Firearms investigators and U.S. Attorney’s Office to vigorously pursue illegal
cigarette shipments. Investigations are cuirently underway, and additional

investigations are likely,
LITIGATION AND THE NATIONAL SETTLEMENT

ALASKA’S LITIGATION: In April, 1997, Alaska filed suit against the major
tobacco manufacturers based on state consumer protection and antitrust laws.
The suit was scheduled to go to trial in February, 2000.

NATIONAL SETTLEMENT: On November 23, 199S, after extended
negotiations the State of Alaska and \5 other states reached a final settlement of
litigation with the tobacco industry - Mississippi, Texas, Florida, and Minnesota
had already settled their lawsuits. The settlement, which was approved by the
Juneau Superior Court on , ends the State’s litigation with the industry. The
settlement will mean payments of nearly $670 million to Alaska over the next 25

years, starting in FY 2000.

PUBLIC HEALTH TERMS: The significant public health terms of the
settlement require: bans on marketing to youth; changes in corporate culture;
disbanding trade associations; lobbying restrictions; opening industry research;
and creation of a national teen smoking foundation and public education fund.
The full settlement agreement is available at www.naag.org on the Internet.

THE PAYMENT STREAM: The State of Alaska does not need to pass any
legislation to receive payments under the settlement. However, legislation is
required to protect Alaska’s payments from the rather remote possibility of a
nonparticipating manufacturer reduction, which is discussed in more detalil
below. The State also needs protection against attempts by HCFA (the federal
Health Care Finance Administration) to recoup a portion of the state’s funds, as

will also be discussed below.


http://www.naag.org

Under terms of the settlement agreement, Alaska will receive the following
payments:

PAYMENTS TO ALASKA
under
SETTLEMENT OF TOBACCO LITIGATION

Amountof
Date of Pnymcnt

Payment
Up-front Payment between April 1999
and Juno 2000
(depending on $8,194,049.54
actions of other
states)
Annual Payments between April and
Y e 2000 $21,890,915.46
April 2001 $23,638,672.09
April 2002 $28,383,145.58
April 2003 $28,651,761.36
April 2004 $23,912,967.90
April 2005 $23,912,967.90
April 2006 $23,912,967.90
April 2007 $23,912,907.90
April 2008 $24,357,539.93
April 2009 $24,387,539.93
April 2010 $24,357,539.93
April 2011 $24,387,539.93
April 2012 $24,387,539.93
April 2013 $24,387,539.93
April 2014 $24,387,539.93
April 2015 $24,387,539.93
April 2016 $24,387,539.93
April 2017 $24,387,539.93
April 2018 $27,327,155.20
April 2019 $27,327,155.20
April 2020 $27,327,155.20
April 2021 $27,327,155.20
April 2022 $27,327,155.20
April 2023 $27,327,155.20
April 2021 $27,327,155.20
April 2025 $27,327,155.20

TOTAL  $668,903,056.53



> TIMING OF UP-FRONT PAYMENT: On December 28, 1998, the tobacco
companies paid an up-front payment into escrow as part of the agreement. No
legislation is required for Alaska to receive its up-front payment, which will be
disbursed to Alaska only when 80 percent of tne states’ lawsuits are dismissed
without any appeal, or on June 30, 2000, whichever comes first. Right now,
there are appeals in California and New York, so the anticipated receipt of the
up-front payment will probably come closer to June 30, 2000.

> TIMING OF ANNUAL PAYMENTS: The first annual payment will be
available no later than June 30, 2000. No legislation is required for Alaska to
receive its annual payments. Alaska’s first annual payment could come as early
as April 2000, if 80 percent of the states’ lawsuits are dismissed without any
appeal, but in any case will be made no later than June 30, 2000. Beginning in
2001, the annual payments will be made to the state on April 15 each year.

> ATTORNEY'S’ FEES: The State of Alaska was represented in the tobacco
litigation by the law firm of Hagens & Berman, which represented all the
Northwest states. The settlement agreement allows the state’s outside counsel to
seek payment from the tobacco companies without affecting Alaska’s share of the
settlement. Hagens & Berman requested reimbursement directly from the
tobacco companies, which agreed to pay $10 million as full payment for the
firm’s representation of Alaska. This payment did not affect Alaska’s share of
the settlement. However, when compared to the state’s settlement of
$668,903,056.53, the Hagens & Berman fee is approximately 1.5 percent.

THREAT TO SETTLEMENT FROM HCFA

> FEDERAL RECOUPMENT: The U.S. Health Care Finance Administration
(HCFA) has taken the position that as much as half of the funds recovered
through the national settlement are subject to the agency’s right of recoupment.
HCFA apparently bases its position on an interpretation of §1903(d)(2)(A-B) of
the Social Security Act, which states that reimbursements to a state by a third
party are “overpayments” from which HCFA may claim a pro-rata share.

» The agency’s position is based on the assumption that the state was
specifically suing to collect state and federal dollars under a Medicaid
reimbursement theory. One estimate shows that HCFA'’s interpretation of
81903(d) could result in a loss to the State of Alaska of $400 million over 25
years. The Department of Law is working through Alaska’s congressional
delegation and other states to solve this problem, and it will defend the
state’s right to settlement funds in court if necessary. HCFA has represented



that it will assert its claim against annual state payments beginning after
the Year 2000 payment.

> ALASKA’'SRESPONSE TO THREAT: Alaska’s Objectives - The State hac!
four primary objectives when it brought suit against the tobacco industry: (1) to
end the industry’s targeting of Alaska’s children as new consumers for its
products; (2) to force the industry to disclose the harmful effects of smoking and
decades of research demonstrating that tobacco kills; (3) to thwart the industry’s
apparent efforts to prevent the development of a safer product; and (4) to require
the industry to pay for the harm it already has caused and, in the future, fund
public health programs directed at alleviating the related public health concerns.

Alaska Sued to Protect Alaskans: Alaska brought suit to protect
Alaskans and to protect the fiscal integrity of the state’s Medicaid program
against future smoking-related treatment costs. Unlike other states, Alaska
did not specifically plead a federal Medicaid recoupment claim in state
superior court. Collecting federal dollars is the responsibility of HCFA and
the U.S. Department of Justice. The U.S. Department of Justice declined to
sue the t)bacco industry on behalf of HCFA, and HCFA provided no support

to the states during the litigation.

First Proposed Settlement and Congress vs. State Settlement: The first
settlement was signed by the states and tobacco industry on June 20, 1997. It
called for the tobacco industry to make payments to the states and fund federal
enforcement programs totaling $368.5 billion over 25 years. This settlement
also required congressional approval, which did not occur. Accordingly, the
states returned to litigation and resumed negotiations with the industry on
their own. The litigation and resumed negotiations resulted in the second state
settlement of November 23, 199S. HCFA could have acted along with the
states to protect its rights during the second settlement process, but chose not

to.

Use of Settlement Funds: A key provision of the McCain Bill in the 105th
Congress provided that if states directed 50 percent of the settlement money (of
the proposed 1997 settlement) to supplement but not supplant existing health
care programs, HCFA could not assert its claim for recoupment. While the
states take the position that all settlement dollars are state funds, many states
are abiding by the provisions of the McCain Bill (spending no less than 50
percent to supplement health care-related programs) to protect against

recoupment by the federal government.

Recent Development: SB 346: On February 3, 1999, U.S. Senator Frank
Murkowski and U.S. Senator Kay Bailey Hutchinson co-sponsored SB 346. SB

5



346 would protect all the states’ settlement dollars from HCFA'’s attempted
recoupment.

LEGISLATION

> MODEL STATUTE: The state is not required to pass the model statute included in
the settlement to receive settlement payments. However, if the stale does not pass
the model statute, the state will risk a possible reduction in payments under the
nonparticipating manufacturers’ payment (NPM) reduction formula of the settlement.
The settlement provides for an adjustment to the state’s payments if the participating
manufacturers experience a disadvantage and lose market share for sales of their
tobacco products to other nonparticipating manufacturers as a result of the marketing
restrictions, payments, and other restrictions in the settlement agreement.

* NPM Risk Low In Alaska - At this point, the risk to Alaska of a non-
participating manufacturer reduction is minimal, given that many of the very
small tobacco product manufacturers have decided to sign on to the settlement,
which reduces the risk that they will take market share away from the largest
companies. The risk is further lowered bj' the fact that the small tobacco products
manufacturers only represent 1-2 percent of the U.S. market, making it unlikely
that sales of their products will trigger the nonparticipating manufacturer

reductions.

* NPM Risk Can Be Eliminated - The risk of nonparticipating manufacturer
reductions can be eliminated by passage of the model statute. Under the terms of
the settlement agreement, if the state passes the model statute and enforces it, the
state will be exempt from any payment reductions even if the settlement was a
significant factor contributing to the participating manufacturers’ loss of market

share.

CONCLUSION

In the upcoming months, Law will be working closely with the Alaska Departments of
Revenue and Plealth and Social Services, and the federal Alcohol, Tobacco and Firearms
investigators to assure full compliance with state tax laws. Law is also working closely
at the direction of the governor with members of Alaska’s congressional delegation to

protect the state settlement from HCFA.

Prepared by Alaska DeparLinent of Law
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CS FOR HOUSE JOINT RESOLUTION NO. 12(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - FIRST SESSION
BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): REPRESENTATIVES HARRIS, Rokcbcrg, Green

A RESOLUTION

Relating to federal claims against funds obtained by settlement of state tobacco

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

WHEREAS the State of Alaska, taking all of the risks inherent in litigation, brought
suit against major cigarette and smokeless tobacco manufacturers based on state antitrust and
consumer protection claims solely to collect the state’s smoking-related expenditures; and

WHEREAS none of the claims asserted by the state were based on a Medicaid
recoupment statute or included the assertion of claims based on federal law for the federal
government's tobacco-related Medicaid expenditures; and

WHEREAS the State of Alaska entered into a settlement agreement in state court
based on state antitrust and consumer protection law claims with cigarette and smokeless
tobacco companies for $669,000,000 on November 23, 1998; and

WHEREAS the federal government, through the Health Care Finance Administration,
has asserted that it is entitled to a significant share of the state settlement on the basis that it
represents the federal share of Medicaid costs; and

WHEREAS the federal government declined to bring its own action to assert a claim

- CSHJR 12(FIN)
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for the federal money it spent for the treatment of smoking-related illnesses in Alaska and
provided no assistance to the state during the litigation or during settlement negotiations; and

WHEREAS the federal government asserts that it is authorized and obligated, under
the Social Security Act, to collect its share of any settlement funds attributed to Medicaid; and

WHEREAS the state tobacco lawsuit was brought for violation of state law under state
law theories and the state lawsuit did not make any federal claims; and

WHEREAS the state bore all the risk and expense in the litigation brought in state
court and settled without any assistance from the federal government; and

WHEREAS the state is entitled to all of the funds negotiated in the tobacco settlement
agreement without any federal claim;

BE IT RESOLVED that the Twenty-First Alaska State Legislature respectfully
requests the Congress to enact and the President to sign legislation to prohibit any federal
claim against money obtained by settlement of state tobacco litigation; and be it

FURTHER RESOLVED that the Twenty-First Alaska State Legislature respectfully
urges the President of the United States to direct the Health Care Finance Administration to
review the facts related to the tobacco settlement with the State of Alaska and refrain from
taking steps to pursue recoupment of dollars to which the federal government is not entitled.

COPIES of this resolution shall be sent to the Honorable Bill Clinton, President of the
United States; the Honorable Al Gore, Jr., Vice-President of the United States and President
of die U.S. Senate; the Honorable Donna E. Shalala, Secre.ary of the U.S. Department of
Health and Human Services; the Honorable Trent Lott, Majority Leader of the U.S. Senate;
the Honorable J. Dennis Hastert, Speaker of the U.S. House of Representatives; and to the
Honorable Ted Stevens and the Honorable Frank Murkowski, U.S. Senators, and the
Honorable Don Young, U.S. Representative, members of the Alaska delegation in Congress.

CSHIR 12(FIN) 2-
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FREQUENTLY ASKED QUESTIONS

1. Who are the parties to the Tobacco Settlement? -The parties to the settlement include 46 states (Florida,
Minnesota, Mississippi, and Texas had previously settled with the tobacco manufacturers), Puerto Rico, the U.S.
Virgin Islands, Guam, American Samoa, the Northern Mariana Islands and the District of Columbia, Brown &
Williamson Tobacco corporation, Lorillard Tobacco Company, Philip Morris Incorporated, R.J. Reynolds Tobacco

Company, Commonwealth Tobacco, and Liggett & Myers.

2. What is the effective date of the tobacco settlement? The parties signed the Master Settlement Agreement
(MSA) on Monday, November 23,1998, the Master Settlement Agreement Execution Date. States that sued the
tobacco manufacturers must go to state court and file a motion for the approval of the settlement agreement by
December 11,1998. States that had not filed a suit, must go to state court to file suit and to make a motion to
approve the settlement agreement by December 23,1998. The effective dates for the non-economic provisions
of the MSA vary, but many are related to the MSA Execution date (e.g. 60 days after the MSA Execution date).
There are two important effective dates related to the economic provisions of the MSA: the State Specific
Finality Date and the Final Approval Date. The State Specific Finality Date is the date when a state court
gives final approval to the settlement and the consent decree. The Final Approval Date is the earlier of June 30,
2000 or the date when 80 percent of the states have obtained State Specific Finality and those states represent

80% of the payments.

3. When do the settlement funds become available to the states? No funds can be dispersed to the states
until Final Approval is attained. If the requisite number of states have not reached State Specific Finality before
June 30,2000, the funds will become available to all states that have reached State Specific Finality on June 30,
2000. If a state fails to obtain State Specific Finality by December 31,2001, its participation in the

settlement is terminated.

4. lunderstand that tobacco manufacturers will begin making payments in December 1998. Where will
these funds go if they are not available to states until June 30,2000? The payments made by the tobacco
manufacturers will be deposited into an escrow account. When a state obtains State Specific Finality, the funds
that are to be allotted to that state will be moved from the general escrow account into a state specific escrow
account, where the funds will accrue interest and will become available to the state on the Final Approval date.

5.  What must states do to attain State Specific Finality? States must get the settlement approved by a state
court. This includes approval of the consent decree. In addition, all opportunities for appeal of the approval

must have expired, so that the court’s approval is final.

6. What will state legislatures need to do to implement the tobacco settlement agreement? State
legislatures will need to enact the model statute included in the Master Settlement Agreement (See question
#12), regarding the treatment of non-participating manufacturers, before the state begins receiving its allotment
from the settlement. In addition, if there is any question about the legislative appropriation of the settlement
funds, legislatures may want to enact laws to clarify' the treatment of the funds under state law. The settlement
agreement is silent on that issue. Finally, the legislature should probably review the state's consent decree, the

document that implements the settlement agreement in the state.

7. Whal! is the purpose of the model statute included in the Master Settlement Agreement? What happens
if my state fails to enact the statute? The model statute creates a reserve fund for non-participating
manufacturers to pay future claims, establishing a level playing field between participating and non-participating
manufacturers. The model act must be enacted by states exactly as it is drafted in the MSA (Exhibit T) and
as a stand-alone piece of legislation or the state must enact a “Qualifying statute," as determined by a
firm jointly retained by the settling states and the original participating manufacturers. The ruling of the



10.

11

13.

firm is final. A “qualifying statute” is defined in the MSA as a settling state's statute, regulation, law
and/or rgle (applicable everywhere the state has authority to legislate) that effectively and fully
neutralizes the cost disadvantages that the participating manufacturers experience (as opposed to the
non-participating manufacturers) experience as.a result of the MSA. If a state fails to enact the model
statute or if a state enacts the model and a court subsequently overturns it. the state allotment will be

reduced by no more than 65 percent.

When the Final Approval Date arrives and the funds become available to the states, who controls the
funds? The Master Settlement Agreement is silent on the matter; therefore the general belief is that the funds

will be appropriated according to state law.

How are the amounts each state will receive determined? Are the state allotments listed in the Master
Settlement Agreement the actual amounts each state will receive? The state allotments were established
by a formula developed by the Attorneys General. These allotments are subject to a number of adjustments,
reductions and offsets. In addition, the federal government is laying claim to more than half the settlement
dollars. The exact amount a state will receive is the net of the listed allocation minus any adjustments,
reductions and offsets and may also be subject to recoupment of any settlement funds attributable to Medicaid.

What is the basis of the federal claim on state tobacco settlement funds? The U.S. Department of Health
and Human Services (DHHS) contends tint existing Medicaid law (Section 1903(d) of the Social Security Act)
compels it to recover its share (federal Medicaid matching percentage) of third party payments, collected by
states on behalf of Medicaid clients, and argues further that state tobacco settlement funds are third-party
recoveries under the provisions of the Medicaid statute. DHHS has “recouped" some funds from states that
reached an earlier settlement agreement with the Liggett Group, but temporarily suspended the collection of
state tobacco settlement funds pending comprehensive federal tobacco legislation. An amendment to the
Medicaid statute that would exempt tobacco settlement funds from recoupment musl be enacted to
prevent the seizure of state tobacco settlement funds when they become available to states in 2000.

Does the Master Settlement Agreement restrict or earmark the settlement funds? No. States will

determine how the funds will be spent.

if the federal government adopts an excise tax on tobacco products, will my state receive less money
from the tobacco settlement? Maybe. Under the provisions ol the settlement, if the federal government
enacts a tax or fee on tobacco products, and uses the proceeds to provide either unrestricted funds to states or
funds earmarked for health care or tobacco-related health care, these funds would be subtracted from the state
allotment on a dollar-for-dollar basis. The federal legislation offset would not apply if the funds were
earmarked for assistance to tobacco growers or impacted communities.

Aside from determining funding priorities and enactment of the model statute, are there other legislative
actions related to the tobacco settlement state legislators might consider? Yes. The settlement
agreement prohibits the sale and manufacture of cigarettes in packages of less than 20 cigarettes. This
prohibition sunsets December 31,2001. The settlement agreement also prohibits tobacco manufacturers from
opposing state legislation prohibiting the sale and manufacture of these small cigarette packages. If a state
wants to continue the ban, considered a key provision to discourage youth access to cigarettes, state legislation
would be required. In addition, the settlement agreement identifies areas of state legislation, law and
administrative rule related to youth access to tobacco products, that the tobacco industry is prohibited from
opposing. That list provides a starting point for considering future legislation. Finally, there is a wide range of
youth access issues that are not addressed in the settlement agreement that could be the subject of state

legislative initiatives.
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The Honorable Bill Clinton wlllamlT)iound

President of the United States
1500 Pennsylvania Avenue, NW
Washington, DC 20500

Dear Mr. President:

We are writing to urge you to enact legislation early in the 106th Congress that will ensure that
states retain all of their tobacco settlement funds. These funds result from the historic accord
reached on November 23, 1998 between 46 states, U.S. territories and commonwealths and the
District of Columbia and tobacco industry representatives. These funds result from the effort put
forth by state attorneys general in which states solely assumed enormous risks and displayed
determination to initiate a settlement that will lead to reduced youth smoking and reduced access
to tobacco products. These accomplishments mirror similar efforts put forth by four states,
Florida, Minnesota, Mississippi and Texas, that settled tobacco-related suits in 1997-98 Having
displayed admirable leadership on this matter, states should not have these settlement funds
compromised in any way. Furthermore, states are now in the midst of finalizing the settlement,
carrying out the terms of the settlement agreement and making initial fiscal determinations about
how to most responsibly apply settlement funds to public health and other needs. We cannot and
should not be threatened with the seizure of these funds by any entity.

In the fall of 1997, states were notified by the U.S. Department of Health and Human Services
(HHS) of its intention to "recc ip" the federal match from funds states received through suits
brought against tobacco manufacturers, citing a provision in existing Medicaid law. Since then,
HHS has suspended recoupment activities. NCSL believes that suspension should be converted
into an outright prohibition. States initialed the suits and the federal government played no role in
these suits or the subsequent settlement agreement. Additionally, the settlement agreement makes
no mention of Medicaid. Itis clear to us that the federal government has no claim to these funds.
We urge you to further clarify this through legislation.

The nation's state legislators have made recoupment prohibition a top state-federal priority for
1991 We urge its enactment as expeditiously as possible. States are carrying out the directives
of thi sett’ement agreements and cannot tolerate any uncertainty as to the status of settlement
funds t rany other related matter. We also believe that swift enactment of a recoupment
prohibh»on is critical to our mutual efforts to reduce youth smoking, abate youth access to

[ :ter Washington
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tobacco products and address the economic impactof anticipated demand for tobacco products.
We look forward to resolving this issue with you in the 106th Congress.

Sincerely,

Representative Dan Blue Senator Richard Finan

House Democratic Majority Leader, North Carolina Senate President, Ohio

President, NCSL Immediate-PasrtPresident, NCSL
Representative Paul Mannweiler Senator Jim Costa

House Republican Leader, Indiana State Senator, California
President-Elect, NCSL Vice-President, NCSL

Speaker of the House, Texas
Chair. Assembly on Federal Issues, NCSL









SENATE finance committee report

DATE: 3/16/99

Finance Committee considered

FURTHER-
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DATE TURNED
IN TO OFFICE:

CS FOR HOUSE JOINT RESOLUTION NO. 12(FIN)

Relating to federal claims against funds obtained by settlement of state tobacco litigation.

and recommends:
[ ] bereplaced with CS
[ ] adopt previous CS

[ ] attached amendment(s)
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) same title
technical title
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Committee
Committee
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Co-Chair:
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Bill Version: CSHIR 12 (FIN)

STATE OF ALASKA it NO (H) Publish Date:

1999 LEGISLATIVE SESSION

Dept. Aflected: Law
Title: NO FED. CLAIM ON STATE TOBACCO BRU: Civil Division

2117199

T cTTLEMENT Components: Fair Business Practices

Sponsor: 1-iap. Harris

Requestor: HFIN Serial # 2206

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)
OPERATING PY 00 FY 01 FY 02 FY 03 FY 04

Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants, Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL 0.0 0.0] 0.0] 0.0 0.0

REVENUE 0.0 0.0 0.0 0.0 0.0

FUNDING: (THOUSANDS OF DOLLARS
General Fund
Federal Fund

Other
TOTAL 0.0 0.0 0.0 0.0 0.0

POSITIONS:

Full-Time 0 0
Part-Time 0 0
Temporary 0 0

o
o
o

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)

FY 05

0.0

0.0

0.0

0.0

o

This resolution has a zero fiscal impact. However, if federal law is not enacted to prevent HCFA from asserting its claim

against the settlement money, the result could be a loss to the State of Alaska of $400 million over 25 years.

Prepared by:  House Finance Committee i . Date: 2/16/99
Representative Eldon Mulder /.|__", ) A Phone: 465-2647
Representative Gene Them atAAAAANEA Phone: 465-4797

PAGE 1 OF
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SENATE FINANCE COMMITTEE

SIGN-IN

HJR 12-NO FED. CLAIM ON STATE TOBACCO SETTLEMENT

Sub./Bill No: EI A 17

NAME: Aw kr

Co./Dept./Title: fjb J—Oaj M Phone:

Address: i ialv(aa™A (AW,S Zip: . M\A O a"
Do you wish to testify?  Yes No  Respond to Questions

NAME: .Sub./Bill No:.
Co./Dept./Title:_ Phone:.

Address: Zip:

Do you wish to testify?  Yes No  Respond to Questions

NAME: .Sub./Bill No:..
Co./Dept./Title:. Phone:.

Address: Zip:

Do you wish to testify?  Yes No  Respond to Questions

NAME: .Sub./Bii; No:.
Co./Dept./Title:. Phone:.

Address: Zip:

Do you wish to testify? ~ Yes No  Respond to Questions

SFC-99 -1- 26 Mar 1999










HOUSE COMMITTEE REPORT

Bé)te Referred to Committee: March 8, 1999

Date of Committee Action:
The FINANCE Committee considered:
HOUSE JOINT RESOLUTION NO. 13

FURTHER REFERRALS:

HTR 13
UNIVERSITY ENDOWMENT FOR RESEARCH

Relating to using oil spill settlement funds to create an endowment for the sciences at the University of Alaska.

recommends it be replaced
with the following committee substitute

CD HJIK iJ

[ Jthe same title

(rIN) [ ] anew title

( Jadditional referral to Committee
[ Jattached amendments)
ADOPTS: Letu of Intent

ATTACHES NEW FISCAL NOTE(S): (B>

[ ] fiscal note(s)

[ Jzero fiscal note(s)

SIGNING WITH RECOMMENDATIONS
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(BB

APPROVES PREVIOUS:

[ ] fiscal note(s)
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STATE OF ALASKA
1999 LEGISLATIVE SESSION

Revision Data: 3 /3 [/ I*1
Sponsor:"
Requester:
OPERATING EXPENDITURES
Personal Services 0.0
Travel
Contractual
Supplies
Equipment
Land & Slruclures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0
CAPfTAL EXPENDITURES
ICHANGE IN REVENUES [ 1
FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/MantaJ Health
1091 Designated Program Receipts
TOTAL 0.0
Estimate ol any current year (FY98) cost:
Full-time
Part-time
Temporary
ANALYSIS: (Allach a separate page ifnecessary)

Prepared by

COMM/ncE copy

No:
nil Version. CSHJR 13(HES)
(H) Publish Date: 3/8/99

Dept. Affected /WO q
BRU

Component

FISCAL NOTE

Component Serial No.

FY 01 FY 02 FY 03 FY04 FY 05
0.0 0.0 00 0.0 0.0

0.0 0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0 0.0

Phone_

Phone_

Dale
Page 1 ol |



STATE OF ALASKA
1999 LEGISLATIVE SESSION

Hevlslon Data: 3 *f

Sponsor:
Requester:

~TH fjftfll O VI-T

Expenditures/Revenues

FISCAL NOTE

OPERATING EXPENDITURES FY 00 FY 01
Personal Services 0.0 0.0
Travel
Contractual
Supplies
Equipment
Land A Structures
Grants A Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0
ICAPfTAL EXPENDITURES 1
[CHANGE IN REVENUES [ 1 | -
FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Menlal Health
1091 Designated Program Receipts

TOTAL 0.0 0.0
Estimate of any current year (FY98) cost:
POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Allach a separate page it necessary)
Prepared by )
House I-rESS
Page 1 ol

comMM 111 e£ cCc o Py

Version:
(H) Publish Date:

No:

CSKJR 13(HES)

3/8/99

1

Dept. Affected Non <
BRU
Component
Component Serial No.
"Thousands of Dollars)
FY 02 FY 03 FY 04
0.0 00 0.0
0.0 0.0 0.0
1 |
| |
Thousands of Dollars)
0.0 0.0 0.0

Phone

Phone _

Dale

FYOS
0.0

0.0

QocC



Alaska legislature Wile ingesion
Stale Capitol

REPRESENTATIVE
Jooeau. Alaska

GENE THERRIAULT

Mailing Address: 99801-1 182
119 N. Cushman, Suite 101 (907) 465-4797
Fairbanks. Alaska 99701 Fax: (907) 465-3884
(907) 488-0857
Fax: (907) 488-4271 House District 33

"Mnuse (®f "Representatives

CS HJR 13 (HES)

Sponsor: Representative Gene Therriault

Sponsor Statement

House Joint Resolution 13, “Relating to using oil spill settlement funds to create a long-
term reseaich and monitoring endowment,” supports the recent action of the Exxon
Valdez Oil Spill Trustees to create a long-term research and monitoring endowment using

$115,000,000 of the expected reserve.

The EVOS Trustee Council allocates money obtained from settlement of the Exxon
Valdez spill litigation. Over the years, EVOS funds have largely been used to purchase
land for habitat preservation, and have been lacking in the area of research. | believe this
has left a critical gap in our understanding of this spill and how to respond in the future.
Endowing scientific chairs at the University will help increase available baseline data,
enhance the biological resources of the northern Gulf of Alaska, and significantly
improve spill-related technology, restoration methods and ecosystem preservation. For
example, it is widely understood that many aspects of the Exxon Valdez oil spill
response, such as high-pressure washing of beaches and rock washing, may have caused
more long-term harm than benefit. We also need to know if types of marine ecosystems
are extra sensitive to certain cleanup activities, and if so, how we should respond to a

spill in those areas.

An endowment of this nature will fulfill the intent of the Exxon Valdez oil settlement and
the mission of the Trustee Council, which is to restore, rehabilitate, replace, enhance, or
acquire equivalent resources and services in the oil spill region.
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NAlaska Jitate Mlegislature
REPRESENTATIVE State Capitol

GENIE THERRIAULT Junca-i. Alaska
Mailing Address- 99801-1132
119 N. Cushman. Suite 101 (907) -165-4797

Fairbanks, Alaska 99701 Pax. (9071 465-3834
(907) 488-0857
Fax: (907) 4E8-4271 House District 33

J™Ditsc OE)f JRcpreseniaitfres

MEMORANDUM
DATE March 3,1999
TO Members of the House Health, Education and Social Services Committee
FROM: Representative Gene Therriault

SUBJECT: House Joint Resolution 13

| would like to submit for consideration a possible Committee Substitute for House Joint
Resolution 13. The substitute is in response to a resolution passed earlier this week by

the Exxon Valdez Oil Spill Trustee Council.

The original HJR 13 urged the Trustee Council, which allocates money obtained through
settlement of the Exxon Valdez oil spill litigation, to establish a $100,000,000
endowment for the sciences at the University of Alaska. However, in a meeting March 1,
1999, the Trustee Council passed a resolution to set aside approximately $115,000,000,
and use the annual earnings to fund a combination of research, monitoring and general
restoration. Because the Council’s resolution encompasses the intent of HJR 13, the CS
for HIR 13 has been amended to support the Trustee Council resolution and to encourage
the Council to use a portion of the earnings to endow chairs at the University of Alaska in
relevant areas of research, instruction and public service.

The Substitute incorporates an additional resolve regarding the manner in which EVOS
funds can be invested. To provide a little background, the United States and the State of
Alaska settled civil claims against Exxon in October 1991 for damages caused by the oil
spill. Exxon agreed to pay $900 million over ten years to the governments jointly. The
United States required the trust funds, despite the fact that they were joint funds with
Alaska, to be kept in accounts in the US Treasury. By order of the US District Court for
the District of Alaska, all settlement funds have been paid into the Registry of the Court
and deposited in the Court Registry Investment System (CRIS). CRIS is a cash
management tool for handling court registry funds. It provides courts an easy and safe
way to manage case-related funds that arc periodically depositee with the court. CRIS
was not designed to actively manage funds.
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The federal law requiring EVOS funds to be deposited in CRIS causes two problems.
First, all funds deposited in CRIS are assessed a fee of ten percent of interest earnings.
Since 1991, the fund has been assessed more than $2 million in fees. These fees are in
addition to investment management fees. According to an independent auditor hired by
the Trustee Council, the fees basically cover the services of one individual who
determines what portion of funds are available for in\ estment and directs a commercial
bank to purchase government securities. The bank performs all record-keeping and
bookkeeping services. The auditors found that the “fees charged for this service are
clearly disproportionate to the costs incurred by the Court Clerk for this service.”

The second problem is the fund’s lo v rate of return. By law, funds deposited in Court
Registry accounts can only be invested in U.S. government Treasury securities. The
twelve month average rate of return for the period ending June 30, 1997 for the CTIS
Fund was 5.12%, before fees. In contrast, the twelve month average rate of return ending
June 30, 1997 for the State of Alaska Employees Retirement Fund, which consists of
multiple asset classes, was 18%.

In its March 1resolution the Trustee Council is seeking flexibility to move the joint funds
out of the Registry of the Court and invest funds in appropriate accounts to maximize the
revenues while maintaining the safety of the investments. The CS for HJR 13 supports
this effort and urges the Alaska Congressional delegation to work with the Trustee

Council to achieve this.



»

| of2

January 13. 1999

Voice of The Times
Anchorage Daily News
"Public support needed for spill endowment"
bv Grant C. Baker
[1.12]

The 10th anniversary of the 19S9 Exxon Valdez Qil Spill (EVOS) is approaching soon. A spill symposium
will be held from March 23-26 at the Egan Civic and Convention Center to commemorate the event.

Status of restoration programs will be presented. The programs are funded by the $900 million settlement
Alaska made with Exxon in 1991. Each year, a payment is made. The last settlement payment will be

receivt d from Exxon in 2001.

A portion of the settlement payments have been set aside each year to create a restoration reserve fund.
The reserve is expected to be worth about $140 million in 2002.

As the final payment grows near, the EVOS Trustee Council has the problem of deciding how to spend the
reserve. Oil-damaged areas still need to be restored. Work is needed to fix sporadic and depressed fishery
stocks, oiled seabed contamination and the lack of effective oil cleanup methods.

During the same time period since the spill, the financial woes of the University of Alaska have also been
heard. The recent low price of oil worsens the problem for the University.

There s°ems to be a mutual solution to their problems. The needs of the EVOS Trustee Council mesh very
well with the mission of the university. Thus, the reserve represents a rare opportunity for both to solve
their problems by creating a university research endowment.

Universities across the country have recognized the importance of endowments for their future survival.
An Internet search turns up hundreds of Web sites about university endowments.

In 1997, the top 300 university endowments ranged from about $11 billion to a low of $67 million. In
comparison, the University of Alaska has an endowment worth abouv$30 million.

How do university endowments work? First, an initial amount of money is placed into an account. The
account earns interest or a rate of return from investments each year. Over the past four years, the average
rate of return for 500 university endowments has been about 15 percent.

Part of the earnings is used each year to support things such as research and technology development. This
iscommonly about 5 percent of the endowment fund. Earnings that remain are left in the account. Each
year the account grows and so does the annual amount that can be used. In many ways, an endowment for
the University of Alaska would be like the Alaska Permanent Fund.

For example, suppose a $100 million EVOS endowment is established today for the university. Assume
for the sake of discussion that a 15 percent rate of return is used. Over the next 20 years, the endowment
will increase nearly six-fold and be worth about $600 million. An additional $300 million would have

been generated to conduct research.

However, the greatest benefit of an endowment may be the snowballing of opportunities it creates.

2/MW 519F



Earnings from a S 100 million endowment ¢ . :und about 25 permanent endowed research chairs.
World-class experts are selected to do the work funded by the endowed chairs. Twenty-five experts in
fields such as fisheries, biology, chemistry, and environmental engineering would create a very special

university.

World-class experts attract funding from many sources including private industry, and state and federal
agencies. Relationships with existing funding sources are enhanced and new funding sources are
established. Additional income can be generated from patents and other intellectual properties. For
example, Stanford University received about $120 million from patents and special programs in 1997.

Thus, a broad funding base is generated with long lasting stability for the university and the community.
An outstanding environment of teaching and learning is established. That is a natural attraction for

students.

An endowment may be structured to do whatever the Trustee Council needs done. As a cooperative effort
between the university and the Trustee Council, a customized endowment can be constructed to superbly
fulfill the purpose of the EVOS settlement funds.

Public support for an endowment is growing. Resolutions of support have come from the Anchorage
Assembly and the Greater Fairbanks Chamber of Commerce. Anchorage Mayor Rick Mystrom,
Republican and Democratic legislators, students, and many others have submitted letters of support.

But, the Trustee Council is not yet convin”™d. Tt has not committed to the endowment idea.

An endowment can be the k'-y to getting the University on track to become self-supporting. University
officials and the Trustee Council need to be shown how well an endowment matches their needs. They

need to be urged to get together and make an endowment happen.

Public comments of support are needed soon. The Trustee Council is scheduled to meet on January 21-22
to discuss how the Restoration Reserve will be spent.

The mailing address for the Trustee Council is 645 G St. Suite 401, Anchorage, AK 99501. Addresses and
phone numbers for individual Trustee Council members, legislators, and university officials may be
obtained from the Internet WEB site at:

http://www.alaska.net/~baker/evos.htm

As the 10th anniversary of the spill approaches, the Trustee Council would serve itself and Alaskans well
by making sure a university endowment happens as part of the spill legacy.

Dr. Grant C. Baker is afaculty member ofthe University ofAlaska Anchorage, an alumnus of the
University ofAlaska Fairbanks, and a Prince William Sound commercialfisherman.
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Wildlife
still hurt

by spill

y dFJ)to m
Recov\3ry slow
for mai :y species

By MAUREEN CLARK
The Associated Press

Ten years after the tanker
Exxon Valdez spilled 11 mil-
lion gallons of crude oil into
Prince William Sound, only
two of the nearly two dozen
species hurt by the disas-
trous spill are fully recov-
ered, according to the state-
federal panel overseeing
restoration of the spill area.

The Exxon Valdez Oil Spill
Trustee Council on Tuesday
updated the official status of
the birds; fish and marine
mammals hurt by the spill.

The council added river ot-
ters to its list of species con-
sidered recove-ed. They join
bald eagles, which were de-
dared recovered 2V2 years
ago.

The March 24, 1989, spill
fouled 1,300 miles of shore-
line and killed hundreds of
thousands of seabirds and
thousands of otters, seals and
other animals. It also disrupt-
ed salmon and herring fish-
eries for several years. '

Environmentalists used
the tr 'tees’ update as an op-
portune/ to call for Washing-
ton lawmakers to oppose
Exxon Corp.’s $77.2 billion
takeover of Mobil Corp.

"We're having trouble
bolding Exxon accountable,”
said Rikki Ott, a biologist and
activist from Cordova

Exxon should be required
to pay a $5.2 billion jury ver-
dict resulting from the spill
before the company gets any
bigger, Ott said. Exxon’s ap-
peal of the 1994 award is be-
fore the 9th U.S. Circuit
Court of Appeals.

Exxon officials in Irving,
Texas, had no comment Tues-
day on the trustees’ findings
or on calls to halt the
takeover, spokesman Ed Bur-
well said.

The trustee council had
been considering adding pink
salmon to the list of recov-
ered species, but decided
against that, said Stan Sen-
ner, science coordinator for
the council.

“There is a great deal of
concern about lingering ef-
fects of oil in subtidal areas,”
Senner said. Scientists study-
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ing the effects of the spill have
found that even small quantities of
oil can damage salmon eggs.

Along with pink salmon in the
"recovering" category are mus-
sels, red salmon, and the common
murre, a small seabrd. About
20,000 oiled murrcs were found
dead in the months after the spfl
— three-fourths of all the dead
birds recovered in the period.

The trustees voted Tuesday to
boost the status of several species
from "not recovering” to "recov-
ering." They include clams. Pacif-
ic herring, sea otters, black oyster
catchers, and marbled murrelets.
The marbled murrelet is listed as a
threatened species In Washington.
Oregon, Califomv. and British Co-
lumbia.

Several species continue to
show little or no clear improve-
ment since the spill, the council
said. They include the common
loon, cormorants, harbor seals,
harlequin ducks, killer whales and
pigeon guillemots.

Very little is known about some
species hurt by the spill, so the sta-
tus of their recovery is unknown.
Senner said. Those include cut-
throat trout, Dolly Varden. Kit-
tlitz’'s murrelet and rockfish.
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University of Alaska President

Mark R. Hamilton

Support for Creating Endowed Chairs and Research Endowment
with the EVOS Restoration Reserve

[He ]

September 28. 1998

Exxon Valdez Oil Spill Trustee Council

645 "G" Street
Anchorage. AK 99501

Dear Trustees:

Beginning in 1993, the University of Alaska, along with a significant portion of the Alaska public,
has been requesting the Trustee Council maximize the long-term impact of the Exxon settlement through
the establishment of a research endowment and the creation of University endowed chairs in appropriate
disciplines. Now, in 1998, with over 85% of the EVOS Restoration Reserve expended, no research
endowment in place, and no endowed chairs established, 1urge you to seriously reconsider these proposals.

Although significant research projects have been supported by the Council, many :mportant areas of
inquiry remain thru can only effectively be addressed over an extended period of time. Additionally, there
are significant areas of applied endeavor relating to spill technology, restoration methods, and ecosystem
preservation that have been learned from work thus far that now needs to be pursued and extended for

maximum public benefit.

The establishment of an endowment with a major portion of the remaining Reserve will provide a
modest annual flow of funds that will allow, through direct grants and leveraging of additional state,
federal and private funds, the continuation of important basic and applied research on the coastal
ecosystem of the EVOS impacted area. Additionally, the establishment of selected endowed chairs in
relevant instructional, research and/or public service programs would further assure that the lessons
learned from the Exxon tragedy will continue to be explored and discussed in classrooms, laboratories,
public seminars, and community outreach programs.

Although, it seems mos; appropriate for the EVOS endowment to be established through the
University of Alaska, it would be my recommendation that proposals for annual funding be accepted from
all sources, including federal and state government. To secure the maximum benefit for the state and
particularly the EVOS impacted area, the earnings of the endowment should support priorities established
by the advisory group representing regional inierests, including those of major industries, state and federal
government, scientific representatives, and regional fisheries and aquaculture associations.

| have tremendous respect for the difficult and controversial task that you have performed on behalf
of Alaska and the magnificent region that was impacted by the Exxon oil spill. I urge you now to give your
support to the proposal for establishment of a permanent endowment to assure that the spill response
technology, environmental restoration and monitoring programs, and public education projects that you
have initiated and supported will continue long into the future.

Sincerely,
Mark R. Hamilton

President
POSITION STATEMENT 2/|S;»»i



Representative Eric Croft
Letter of Support for University Endowment
from EVOS Restoration Reserve Fund

October 15, 1998

Ms. Molly McCammon, E.D.

Exxon Valdez Oil Spill Trustee Council
645 G. Street, Suite 401

Anchorage, AK 99501

Dear Molly,

It was a pleasure speaking with you following the Legislative Budget and Audit Committee meeting earlier
this month. I'm glad you viewed the committee’s rejection of the Afognak purchase as a victory, and plan
to proceed with executive approval despite the committee's disapproval.

I'm also interested in another proposal proffered to the Trustee Council: establishing endowed research
centers and chairs at the University of Alaska with EVOS Restoration Reserve Funds.

Such endowment would greatly assist the council in accomplishing its mission to "effectively restore the
environment injured by the spil to a healthy, productive ecosystem, while taking into account the

importance of quality of life and need for viable opportunities to establish and sustain a reasonable
standard of living." Every dollar would provide a return investment for our students, researchers, business

and industry, impacted communities and our environment.

Please tell me what consideration the council has given to this proposal, and how inclined they are to
support it. Thanks for all your efforts.

Sincerely,

Representative Eric Croft

POSITION STATEMENT maﬂJ



Willam R. Wood

President Emeritus
University of Alaska
Support for creating a University Endowment
with EVOS funds

[till]

Festival Fairbanks
A non-profit Community Service Organization

September 16, 1998

EVOS Trustee Council
Restoration Office

645 G. Street, Suite 401
Anchorage, AK 99501

Having spent a good many years working with, listening to, and learning from scientists and long-time
residents of Alaska and other polar regions, | share their concern about the future of the North. Now past
ninety-one, my own interest in the work of the Exxon Valdez Oil Spill Commission is more than casual.

Your assignment is of critical importance to the future of the North, its people, and the proper direction of
the region's potential special contribution to the rest of the world. You represent the major opportunity to
assure that something genuinely meaningful and long-lasting is undertaken.

What to try and why? There is no simplistic, one-shot solution that will make much difference, if any.
Many "nice to have" proposals will be advanced; few are apt to be fundamental and long term. Obviously,
however, there is a continuing need to know, to learn ail that is possible about the many facets of the
macro- and micro-environments of the North and their relationships.

Such an educational undertaking to succeed must reach out to future generations. The process should be
one to stimulate the intellect rather than centered only on emotion. It should provide endless occasions to
observe, to analyze, to weigh and consider, to cope with problems practically, to make reason-based
decisions to do or not to do. The e -.ercise is long-term and vital.

| strongly endorse, therefore, suggestions that the EVOS Restoration Plan include adequate provision for
establishing a sound future-oriented program of research and top-level instruction of a few who would be
in key positions to accumulate and spread knowledge of the North to the many.

This might best be done through "endowed chairs" at a major university located in the region to be
understood, protected, and utilized wisely.

The endowed chairs could be in various disciplines. Mostly scientific, but not all. The creative arts that
focus on natural forms add an essential dimension to full understanding an lappreciation.

Of course, botany, chemistry, zoology, geology, physics, mathematics, and all of the geophysical, marine
and oceanography disciplines, so important in Alaska.



Wood - University (‘resident bmeruus

Bill more. Work in anthropology, art, architecture, music, drama, dance, creative writing all have a
contribution to make. The opportunity should provide for a multi-dimensional thrust. A cluster of six or
seven such endowed chairs for associated programs would build a concentration of talent, an essential
critical mass, each unit strong enough to compliment the others and together make a major difference in
perception and understanding toward accomplishing the basic goals of the Commission.

For this assemblage of the "top of the best for the top of the world,” I suggest the University of Alaska, a
land-grant, space-grant institution, with some very special tools in place: a world scale library, a
state-of-the-art supercomputer, a rocket launching range, a synthetic aperture radar facility, a research
vessel, coastal laboratories, and research stations with considerable remote monitoring capability.

There is no other institution quite like the University of Alaska. It is becoming a well-recognized
international research center and a source of information specializing in knowledge of the arctic and
sub-arctic. It is the right place at the right time for the endowed chairs suggested to carry on the mission of

the Commission.
Respectfully,
Wm. R. Wood

President (Emeritus)
University of Alaska

POSHION STATEMENT 2ns 2!
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Anchorage Mayor Rick Mystrom
Lclter of Support for establishing a University Endowment
from EVOS funds.

flinl
September 11, 1998

EVOS Trustee Council
645 G Street. Suite 401
Anchorage, Alaska 99501

Dear Trustees:

[ concur with UAA Chancellor Lee Gorsuch and the Anchorage Assembly and wish to add my support for
establishing a research endowment from the EVOS funds within the University of Alaska.

There are numerous benefits to be gained for both the Trustee Council and the City of Anchorage from
such an endowment. Our mutual interests and needs mesh very well with the purpose and capability of

UAA.

Anchorage is centrally located near two main areas damaged by the spill. Cook Inlet and Prince William
Sound are known spill damaged areas continuing to recover. The road to Whittier will soon be completed
and will make Prince William Sound much more accessible. Anchorage is a logical choice for spill-based
operations since logistics and other costs associated with research and other spill related work could be
minimized. Also, several Native Corporations have offices located in Anchorage that over-see spill

damaged areas.

| am pleased to endorse the concept of the establishment of a University endowment. It promises
numerous benefits for the people of Anchorage and all Alaskans and also serve the mission of the Trustee

Council.
Sincerely,

Rick Mystrom
Mayor
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Letter of Support from
Alaska Senator Frank H. Murkowski
for creating a University of Alaska endowment
from the EVOS Restoration Reserve fund

\ U2 |

United States Senate
Committee on Energ) and Natural Resources
Washington, DC

Senator Frank H. Murkowski
Chairman

September 22, 1998

Ms. Molly McCammon
Executive Director
EVOS Trustee Council
645 G. Street, Suite 401
Anchorage, Alaska 99501

Dear Molly:

| strongly believe it is time to focus attention of the remaining Exxon Valdez Oil Spill (EVOS) funds
toward a long term understanding of the Prince William Sound ecosystem and not on a short term goal of
habitat acquisition. Therefore. | want to voice my strong support for creating an endowment for the
University of Alaska from EVOS Restoration Reserve funds. The creation is an excellent way to combine

the goals of the Trustee Council with the capabilities of the University.

In this regard, | am very proud of the efforts by Alaskans to create an endowment. Recent resolutions
passed by the cities of Anchorage and Fairbanks show that Alaskans understand the value of their
University in meeting the needs of Alaskan communities. Letters of support from UAA Chancellor Lee
Gorsuch, UAF Chancellor Joan Wadlow. UAF Alumni, and University faculty and students show that the
University wants to serve the public and has the capability to do so. The many of other letters of support
from Mayor Mystrom, and the Voice of the Times provide further confirmation that creating a Universil}

endowment is the right thing to do.

| hope you will consider the growing numbers of Alaskans who are expressing their opinion in support
of endowed chairs and centers within the University of Alaska at your earliest convenience.

Thank you for consideration of this request.

Sincerely,

Frank H. Murkowski
Chairman
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