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March 28, 2004

Honorable Governor Frank Murkowski 
State of Alaska

RECEIVED'
APR -  5 2004

PO Box 110001
Juneau, AK 99811-0001 GOVERNOR'S OFFICE

Dear Governor Murkowski:

In February 2004, the ATIA board of directors met in Juneau to.discuss long-term 
funding and our proposed legislation. We also met with our state legislators at our 
annual industry fly-in to obtain support for the assessment from our elected leaders.

During the board meeting significant discussion took place to identify a context for 
supporting the assessment that addresses other significant concerns for your 
administration and all Alaskars. To that end, the ATIA board approved a motion to 
support:

(1) The Administration and Legislature's efforts to identify and implement a long-term 
fiscal plan for the state with continued focus on budget discipline; and

(2) The appropriation of a portion of the earnings from the Permanent Fund'to help 
support state services. Furthermore, we strongly support the creation of a 
"percent of market value" structure for the Permanent Fund. Using some of the 
Permanent Fund earnings for state government should not preclude the Alaska 
Permanent Fund Dividend program from continuing and growing.

ATIA, as the official statewide tourism-marketing arm for Alaska, carries a continuing 
obligation to its membership to promote their businesses and the industry. The 
assessment is the most likely means to fulfilling that mandate by making our state's 
tourism marketing efforts competitive with other major destinations.

The revenue generated from the assessment is significant for marketing purposes but 
falls short of closing the fiscal gap. It is our belief that implementing the POMV structure 
to the Permanent Fund, combined with sound budget discipline, wiil provide both you 
and the legislature with a meaningful way to address our state's current budget situation.

Ron Peck 
President & COO

RP:jf 2600 Cordova Sited, Suilo 201 
Andicxogo, AK 99503-2745 

' ! 907-929AHA |2042|
l-,v. 907-561-5727 
ATIA®olostolla.otg 
www.alaitalia otg

http://www.alaitalia
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State Hospital & Nursing Home Association

Were helping people carefor people! 'S
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April 15, 2004

Honorable Frank Murkowski 
Governor, State of Alaska 
Office of the Governor 
P.O. Box 110001 
Juneau, Alaska 99811

Dear Governor Murkowski:

RECEIVED

APR 1 6 200*t
GOVERNOR’S OFFICE,

The Alaska State Hospital and Nursing Home Association membership wishes to go on record 
supporting your call for the Alaska Legislature to find a workable solution to the fiscal imbalance 
confronting the State. We stand ready to assist you and the Legislature in crafting a revenue 
solution that will serve Alaska well in the years ahead, and that will insure a quality of life that all 
Alaskans can agree is important to preserve for future generations.

Alaskans hav>-. wn a strong commitment to provide safety net programs that help low income 
families. Alasku.is have also shown a long standing commitment to providing world class 
education to our children so they may compete more effectively in a global economy, and to 
provide a workforce that will attract employers to our State. Alaskans have supported state 
policies that ensure rural Alaskans have access to quality health care in hospitals and nursing 
homes close to home and family.

All of these programs directly impact quality of life, overall economic viability, and employment 
opportunities in our communities. We believe as an Association that the State cannot continue 
to ignore the revenue realities facing it. The recent Conference of Alaskans identified various 
solutions for addressing this problem. Conference participants and other Alaskans have 
advanced many good ideas for balancing the budget including use of permanent fund earnings, 
tobacco tax increases, and a host of other measures. We believe that some combination of these 
can be agreed upon by all to close the revenue gap that the State is now facing.

Unless bold and timely action is taken by the Legislature to work with your office to address this 
issue, we can only expect to see more erosion of critical state services and programs in the years 
ahead. The need for strong leadership is more critical than ever to chart the economic future of 
Alaska and we look forward to helping you and the Alaska Legislature accomplish that.

Sincerely,

Ij&!|

t e a

Charlie Franz, Chairman 
Board of Directors

426 M a in  Street, Juneau, A laska 99801
nlmno. 007 1700 • Uw 0n7-/iA3-at>73 • AY/pL ■ ncl-mlio rnm
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June 18,2004

The Honorable Frank Murkowski 
Office of the Governor
PO Box 11001 
Fax 907-465-3532 
Juneau, AK 99811-0001

Dear Governor Murkowski:

I am writing in support of the POMV and a Community Dividend.

1 endorse the proposed 50:45:05 split, or hopefully a somewhat higher percentage being 
designated to municipal support,

It is my sincere hope that the upcoming Legislative Special Session will be very positive, 
and that our legislators approach the issues with the best interests of the state in their 
hearts and minds.

I want to personally thank you for your exemplary leadership in attempting to solve our 
state’s financial crises.

Sincerely,

Robert S. Prunella 
City Manager
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F r a n k  H . M u r k o w s k i 
G o v e r n o r

P.O. BOX I 10001 
J u n e a u , A l a s k a  9981 1-0001 

(907) 4 6 5 -3 5 0 0  
Fa x  (907) 4 6 5 -3 5 3 2  

WWW.GOV.STATE.AK.US
GOVERNOR@GOV.STATE.AK. US

S t a t e  o f  A l a s k a
O f f ic e  o f  t h e  G o v e r n o r  

J u n e a u

J u n e  21, 2004

The H onorable Gene T herriau lt 
P residen t of the  Senate 
A laska S tate Legislature 
S ta te  Capitol, Room 111 
J u n e a u , AK 99801-1182

D ear P resident T herriault:

U nder the  au thority  of article III, section 18, of th e  A laska  C onstitu tion , I 
am  tran sm ittin g  a  resolu tion  re la ting  to an  appropria tion  or “sp en d in g ” limit. 
This resolu tion  gives voters the  chance  to directly voice th e ir  op in ion  on a  
spend ing  lim it a t  the  ballot box. A spend ing  lim it is an  in teg ral p a r t  of the  
tran s itio n  to a  long-range fiscal p lan  for A laska.

I have u se d  as a m odel for th is  reso lu tion  the final S ena te  version  of 
H ouse Jo in t R esolution 9 (HJR 9), w hich w as rejected by the  S ena te  d u rin g  the  
la s t regu la r session  of the  L egislature (SCS CS H JR 9(FIN)(fld S)). T his jo in t 
reso lu tion  differs from SCS CS H JR  9(FIN)(fld S) in th a t it co n ta in s  som e 
techn ical changes th a t were recom m ended  by the  D epartm en t of Law. In the  
list of app ropria tions excluded from  th e  appropria tion  lim it, re fe rences to “sta te  
lease  debt” have been  changed to “cap ita l leases” to m ore accu ra te ly  reflect the 
descrip tion  of th ese  obligations in  governm ental accounting . O ther techn ica l 
language changes were m ade to m ore clearly provide th a t  the  “excluded” 
app rop ria tions are  to be excluded from  th e  appropria tion  lim it itse lf a s  well a s 
from  calcu lation  of tire app rop ria tion  limit.

The reso lu tion  p resen ts  th e  pub lic  w ith th e  opportun ity  to approve a  
spend ing  lim it w ith “teeth” in it. If approved by the L egislature a n d  p a sse d  by 
the  voters, it will control governm ent spending. A leaner an d  m ore efficient 
s ta te  governm ent will be produced . Passage of the  reso lu tion  se n d s  th e  signal 
the  Legislature h as heard  the  p u b lic ’s m essage an d  will allow A lask an s to vote 
on th e  issue.

http://WWW.GOV.STATE.AK.US
mailto:GOVERNOR@GOV.STATE.AK
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I urge your p rom pt a n d  favorable action on  th is  resolution.

Sincerely you rs,

Governor

E nclosure
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Ju n e  21, 2004

The Honorable Pete Kott 
Speaker of the House 
Alaska State Legislature 
State Capitol, Room 208 
Juneau , AK 99801-1182

Dear Speaker Kott:

Under the authority of article III, section 18, of the Alaska Constitution, I am 
transmitting a resolution relating to an appropriation or “spending” limit. This 
resolution gives voters the chance to directly voice their opinion on a spending limit at 
the ballot box. A spending limit is an  integral part of the transition to a  long-range 
fiscal plan for Alaska.

The model for this resolution is the version of Committee Substitute House 
Jo in t Resolution 9 (CS HJR 9) as it passed the House in the regular session (CS HJR 
9 (FIN) am). There are some technical changes, which were recommended by the 
Department of Law. Specifically, in the list of appropriations excluded from the 
appropriation limit, references to “state lease debt” have been changed to “capital 
leases” to more accurately reflect the description of these obligations in governmental 
accounting. Other technical changes were m ade to more clearly provide th a t the 
“excluded” appropriations are to be excluded from the appropriation limit itself as well 
as from calculation of tire appropriation limit.

The resolution presents the public with the opportunity to approve a spending 
limit with enough "teeth” in it to be effective. If approved by the Legislature and 
passed by the voters, it will prevent government spending from growing too large, too 
fast. Alaskans want spending controlled to produce a  leaner, more efficient, effective 
state government. Passage of the resolution sends the signal the Legislature has 
heard the message and will allow Alaskans to vote on the issue.

I urge your prompt and favorable action on this resolution.

Sincerely yours

-Pfank H. Murkowski 
Governor

Enclosure

http://WWW.GOV.STATE.AK.US
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HOUSE JOINT RESOLUTION NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-THIRD LEGISLATURE - FIRST SPECIAL SESSION

BY THE HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced:
Referred:

A RESOLUTION

Proposing amendments to the Constitution of the State of Alaska relating to an  

appropriation limit.

BEIT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

t-

* Section 1. Article IX, sec, 16, Constitution of the State of Alaska, is repealed and 

readopted to read1

Section 16. Appropriation L im it (a) • Appropriations made for a current 

fiscal year shall not exceed the average amount appropriated for the earliest three o f 

the four fiscal years immediately preceding that current fiscal year, increased or 

decreased by the lesser of

(1) seventy-five percent of the sum of the following:

(A) the percentage rate of change in the cost of living for the 

three calendar years preceding the calendar year during which the immediately 

preceding fiscal year began; plus

(B) ihe percentage rate of change in the State population for the 

three calendar years preceding the calendar year during which the immediately
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23-GH2167VA

preceding fiscal year began; or

(2) the percentage rate of change in the personal incomes of State 

residents for the three calendar years preceding the calendar year during which the 

immediately preceding fiscal year began.

(b) The legislature shall implement (a) of this section by law.

(c) An appropriation that exceeds the limit under (a) o f this section by not 

more than two percent may be made for any public purpose upon affirmative vote of at 

least two-thirds o f the members of each house of the legislature. An appropriation that 

exceeds the limit under (a) of this section by not more than four percent may be made 

for any public purpose upon affirmative vote of at least three-fourths of the members 

of each house. However, the total amount of appropriations under this subsection 

made for a fiscal year may not exceed the limit under (a) of this section by more than 

four percent. A bill making one or more appropriations under this subsection must be 

confined to appropriations made under this subsection.

(d) The following are excluded from the appropriation limits in (a) and (c) of
*

this section and from the calculations made under (a) of this section:

(1) an appropriation to the Alaska permanent fund established in 

Section 15 of this article;

(2) an appropriation for payments of permanent fund dividends to State

residents;

(3) an appropriation to meet a state of natural disaster declared by the 

governor as prescribed by law;

(4) an appropriation to a separate fund or account in the general fund 

from which expenditures may not be made without an additional- appropriation from 

that separate fund or account;

(5) an appropriation of State general obligation and revenue bond 

proceeds or an appropriation of capital lease financing proceeds;

(6) an appropriation required to pay' obligations under revenue or 

general obligation bonds issued by the State or payments owed by the State under a 

capital lease;

(7) an appropriation of money received from the federal government;

- 2-
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(8) a reappropriation of money already appropriated under an 

unobligated appropriation tbat is not void under Section 13 of this article;

(9) an appropriation of money for expenditure by a S tate agency to 

provide services to part of that same agency or to another State agency if the other part 

or the other agency has also received an appropriation of the same money;

(10) an appropriation of money held in trust by the State for a 

particular purpose;

(11) an appropriation of money from tuition of the University of

Alaska;

(12) an appropriation of money received by the state from a source 

other than the state or federal government that is restricted to a specific use by the 

terms of a gift, grant, bequest, or contract;

(13) an appropriation of money deposited into the budget reserve fund 

under Section 17(d) of this article back to the funds and accounts from which (he 

money came;

(14) an appropriation of dedicated funds.

(e) An appropriation made under (c) of this section is excluded from the 

calculations made under (a) of this section.

* Sec. 2. Article XV, Constitution of the State of Alaska, is amended by adding a new 

section to read:

Section 30. Application, Transition, and Repeal of A ppropriation Limfr.

(a) The 2004 amendment relating to an appropriation limit (art. IX, sec. 16) first 

applies to appropriations made for fiscal year 2006; however, for purposes o f making 

calculations under the appropriation limit for fiscal years 2006 through 2008, it shall

be assumed that, excluding appropriations listed under Section 16(d) o f Article IX, the

amount appropriated for

(1) fiscal year 2004 equals $3,300,000,000; and

(2) fiscal year 2005 equals $3,400,000,000.

(b) Section 16 of Article IX (appropriation limit) is repealed July 1, 2009.

* Sec. 3. The amendments proposed by this resolution shall be placed before the voters of 

le state at the next general election in conformity with ait. XDI, sec. 1, Constitution of the

-3 -
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State of Alaska, and the election laws of the state.

-4-
MgwTexfc UndcrUnnrl (DELETED TEXT BRACKETED]



SENATE JOINT RESOLUTION NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - FIRST SPECIAL SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced:
Referred:

A RESOLUTION

Proposing amendments to the Constitution of the State of Alaska relating to an 

appropriation limit.

BE IT RESOLT $0  BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 Section 1. Article IX, sec. 16, Constitution of the State of Alaska, is repealed and 

readopted to read:

Section 16. Appropriation Limit, (a) Subject to (b) of this section, 

appropriations made for a current fiscal year shall not exceed the average amount 

appropriated for the earliest three of the four fiscal years immediately preceding that 

current fiscal year, increased or decreased by the lesser of

(1) seventy-five percent of the sum of the following:

(A) the percentage rate of change in the cost of living for the 

three calendar- years preceding the calendar year during which the immediately 

preceding fiscal year began; plus

(B) the percentage rate of change in the State population for the 

three calendar- years preceding the calendar year during which the immediately

- 1-
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23-GS2186\A

preceding fiscal year began; or

(2) the percentage rate of change in the personal incomes of State 

residents for the three calendar years preceding the calendar year during which the 

immediately preceding fiscal year began.

(b) The legislature shall implement (a) of this section by law. If the 

appropriation limit calculated under (a) of this section, as implemented by law, for a 

current fiscal year is less than the appropriation limit amount calculated for the 

immediately preceding fiscal year, the appropriation limit amount for the immediately 

preceding fiscal year shall apply to the current fiscal year.

(c) An appropriation that exceeds the limit under this section by not more than
#

two percent may be made for any public purpose upon affirmative vote of at least two- 

thirds of the members of each house of the legislature. An appropriation that exceeds 

the limit under this section by not more than four percent may be made for any public 

purpose upon affirmative vote of at least three-fourths of the members of each house. 

However, the total amount of appropriations under this subsection made for a fiscal 

year may not exceed the limit under this section by more than four percent. A bill 

making one or more appropriations under this subsection must be confined to 

appropriations made under this subsection.

(d) The following are excluded from the appropriation'limits in (a) and (c) of 

this section and from the calculations made under (a) of this section:

(1) an appropriation to the Alaska permanent fund established in 

Section 15 of this article;

(2) an appropriation for payments of permanent fund dividends to State

residents;

(3) an appropriation to meet a state of natural disaster declared by the 

governor as prescribed by law;

(4) an appropriation to a separate fund or account in the general fund 

from which expenditures may not be made without an additional appropriation from 

that separate fund or account;

(5) an appropriation of State general obligation or revenue bond 

proceeds or an appropriation of capital lease financing proceeds;

- 2-
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(6) an appropriation required to pay obligations under revenue or 

general obligation bonds issued by the State or payments owed by the State under a 

ci nital lease;

(7) an appropriation of money received from the federal government;

(8) a reappropriation of money already appropriated under an 

unobligated appropriation that is not void under Section 13 of this article;

(9) an appropriation of money for expenditure by a State agency to 

provide services to part of that same agency or to anothc State agency if the other part 

or the other agency has also received an appropriation of the sank money;

(10) an appropriation of money held in trust by the State for a 

particular purpose;

(11) an appropriation of money received as tuition, fees, contract 

receipts, or from other sources apart from the general fund by the University of 

Alaska;

(12) an appropriation of money received by the state from a source 

other than the state or federal government that is restricted to a specific use by the 

terms of a gift, grant, bequest, or contract;

(13) an appropriation of money deposited into the budget reserve fund 

under Section 17(d) of this article back to the funds and accounts from 'which, the 

money came;

(14) an appropriation of dedicated funds.
i

(e) An appropriation made under (c) of this section is excluded from the 

calculations made under (a) of this section.

* Sec. 2. Article XV, Constitution of the State of Alaska, is amended by adding a new 

section to read:

Section 30. Application, Transition, and Repeal of A ppropriation Limit,

(a) The 2004 amendment relating to an appropriation limit (ait. IX, sec. 16) first 

applies to appropriations made for fiscal year 2006; however, for purposes of making 

calculations under the appropriation limit for fiscal years 2006 through 2008, it shall 

be assumed that, excluding appropriations listed under Section 16(d) o f Article IX, the 

amount appropriated for

-3 -
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(1) fiscal year 2004 equals $3,150,000,000; and

(2) fiscal year 2005 equals $3,250,000,000.

(b) Section 16 of Article IX (appropriation limit) is repealed July 1,2009.

* Sec. 3. The amendments proposed by this resolution shall be placed before the voters of 

the state at the next general election in conformity v?ith art. XIH, sec. 1, Constitution of the 

State of Alaska, and the election laws of the state.

-4 -
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FISCAL NOTE
STATE O F ALASKA
2004 LEGISLATIVE SESSION

Fiscal Note Number: 
Bill Version:
() Publish Date:

Law Log No. 0167

OOG
Title Constitutional amendment relating RDU Elections
to spending limits. Component Elections
Sponsor Rules
Requester Governor Component No. 21

Expenditures/Revenues (Thousands o f Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual 1.5
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 1.5 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 1.5
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 1.5 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0 *

Mark this box (X) If funding for this bill is Included in the Governor’s FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if  necessary)

This figure includes the cost o f providing information about this issue in the Official Election Pamphle t, as 
required by AS 15.58. If this measure requires the printing of an 8-1/2 by 18 inch ballot, the cost w ill 
increase by $22.0.

Prepared by: 
Division

Approved by: 
Agency

Lauri Allred Phone 465-5347
Division of Elections Date/Time 6/7/04 2:46 PM
Laura A. Glaiser. Director Date 6/7/2004
Office of the Lt. Governor, Division of Elections

(Revised 12/2003 OMD) Page 1 of 1



FISCAL NOTE
STATE OF ALASKA
2(1(14 LEGISLATIVE SESSION

Fiscal Note Number: 
Bill Version:
() Publish Date:

Dept. Affected:

Law Log 01B6

Title Constitutional amendment relating to an RDU Elections
appropriation limit. Component Elections
Sponsor Rules
Requester Governor Component No. 21

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2008 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual 1.5
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 1.5 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 1.5
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do no! abbreviate)

TOTAL 1.5 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY20n4) cost: 0.0
Mark this box (X) If funding for th is olll Is Included in the Governor's FY 2005 budget proposal:

POSITICJS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page i f  necessary)

This figure includes the cost o f providing information about this issue in the Official E lection Pamphlet, as 
required by AS 15.58. If this measure requires the printing o f an 8-1/2 by 18 inch ballot, the cos t will 
increase by $22.0.

Prepared by: Lauri Allred________
Division Division of Elections

Approved by:
Agency

Phone 465-5347
Date/Time 6/18/04 8:57 AM

Laura A. Glaiser, Director Date 6/18/2004
Office of the Lt. Governor. Division of Elections

(R«vl»«d 12/3003 OMO) Page 1 of 1





S e c tio n a l A n a ly s is  

Section  1. A rtic le  IX , A ppropriation  L im it
Repeals and  rep laces th e  existing A ppropriation Limit in Article IX, Section 16 
of the  A laska C onstitu tion  with the following:

(a) E stab lish es  a  moving three-year average as the  base  for the  
application  of the  lim it. The in ten t is to sm ooth o u t year-to -year 
varia tions to provide a  m ore pred ictab le  lim it for long-range p lann ing .

The base  is tied to actual appropria tions, which are generally  available 
two years prio r to th e  fiscal year being considered. T h u s th e  m oving 
average is based  on the  earliest th ree  of the  previous four fiscal years. 
E ach y e a r’s lim it is com puted separa te ly  from the previous y ear lim it.

(1) The ra te  of allowable a n n u a l change in the  lim it is 
de term ined  by adding  the two variab les (inflation p lu s  popu la tion  
growth) m ultip lied  by 0.75.

(A) E stab lishes the  average of the A nchorage C onsum er 
Price Index (CPI) as one of th e  variables for de te rm in ing  the 
a n n u a l change in the spending. Like the  b ase , th e  CPI u se d  
is a  th ree-year average derived from the  ca len d a r years 
co rresponding  to the fiscal y ears  upon  w hich the  b ase  is 
determ ined .

(B) Sets the  second variab le  in calcu lating  th e  change  in 
th e  spending  lim it as the  average ra te  of a n n u a l popu lation  
change for the sam e ca len d a r years a s  the  CPI variable.

(2) F u rth e r  res tric ts  the  ra te  of allowable change in the  lim it to 
be no t m ore th a n  a n n u a l growth in personal incom es of s ta te  
res id en ts .

(b) Provides th a t  the  Legislature will im plem ent by law the  lim it’s 
calcu lation  s tipu la ted  in (a).

(c) Allows the lim it to be exceeded by:
■ Up to two percen t th rough  an  affirm ative vote of two th ird s  of 

the  m em bers of each house  of the  legislature; an d
■ Up to four percen t with a  th ree -fo u rth s vote.

Spending Limit -  Proposal to  the  House
Based on CSHJR 9 (FIN) am

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t

J u n e  2 3 ,  2 0 C M

P a g e  1



(d) Allows certa in  ap p rop ria tions to rem ain  exem pt from the  b ase  lim it 
calculation:
(1) ap p ro p ria tio n s to the  P erm anen t F u n d
(2) ap p ro p ria tio n s of P erm anen t F u n d  dividends
(3) ap p ro p ria tio n s  for a  n a tu ra l d isa s te r  declared by the  Governor
(4) dup lica ted  expend itu res
(5) GO and  revenue bond proceeds a n d  cap ita l lease financing  

proceeds
(6) GO and  revenue bond deb t service an d  capital lease  finance 

obligations
(7) federal fu n d s
(8) reap p ro p ria tio n s
(9) re im b u rsab le  services ag reem en ts an d  in teragency  tra n s fe rs
(10) m onies held  in tru s t
(11) U niversity of A laska tu ition  receip ts
(12)gifts, g ran ts , bequests  or co n trac ts
(13)deposits to the  CBR and  reverse sw eep of GF a cc o u n ts
(14) dedicated  funds

(e) E xcludes from  th e  lim it’s calcu lation  th e  am o u n t by w hich  the 
lim it w as overridden by a  superm ajo rity  of the  leg islatu re  as 
provided in Section 1, Subsection  2 (c) above.

Section  2 . Am ends A rtic le  XV . S chedu le  o f  T ran sition a l M easures.
(a) Specifies th a t  th e  constitu tiona l lim it first applies to FY 2006 
ap p rop ria tions an d  estab lish es artificial b a se  y ear lim its of $3 .3  billion in 
FY 04 an d  $3 .4  billion in FY 05 to feed in to  th e  3 year average for 
p u rp o ses  of ca lcu la ting  the FY 06 app rop ria tion  limit.

(b) Sets a  Ju ly  1, 2009  su n se t d a te  for th e  am endm en t.

Section  3 .
Provides for th e  am en d m en t to go before voters in  th e  2004 general election.

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t

J u n e  2 3 , 2 0 0 4
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Spending Limit -  P roposal to  th e  Senate
Based on SCS CSHJR 9 (FIN) (fid S)

Sectional A nalysis 
Section  1. A rtic le  IX . Appropriation  L im it
Repeals an d  rep laces the  existing A ppropriation  Limit in Article IX, Section  16 
of the A laska C onstitu tion  w ith the following:

(a) E stab lish es a moving th ree -year average a s  the base for th e  
application  of the  limit. The in te n t is to sm ooth  o u t year-to -year 
varia tions to provide a more p red ictab le  lim it for long-range p lann ing .

The base  is tied  to ac tu a l app ropria tions, w hich are generally available 
two years p rio r to the  fiscal year being considered . T hus th e  m oving 
average is based  on the earliest th ree  of the  previous four fiscal years. 
E ach y e a r’s lim it is com puted separa te ly  from the  previous y ear lim it.

(1) The ra te  of allowable a n n u a l change in  the  lim it is 
de term ined  by adding the  two variab les (inflation p lu s popu la tion  
growth) m ultiplied by 0.75.

(A) E stab lishes the  average of the  Anchorage C on su m er 
Price Index (CPI) a s  one of the  variables for de term in ing  the  
a n n u a l change in the  spending . Like the  base, the  CPI u sed  
is a  th ree-year average derived from  the ca lendar years 
corresponding  to the  fiscal years u p o n  w hich the  b ase  is 
determ ined.

(B) Sets the second variab le  in calcu lating  the change in 
the spending  lim it a s  the  average ra te  of a n n u a l popu la tion  
change for the sam e c a len d a r y ears  a s  the CPI variable.

(2) F u rth e r  restric ts th e  ra te  of allowable change in the  lim it to 
be no t m ore th an  a n n u a l grow th in personal incom es of s ta te  
res iden ts .

(b) Provides th a t the  Legislature will im plem ent by law the  lim it’s 
calcu lation  stipu la ted  in (a).

Provides a "no ratchet-doiun” clause that stipu la tes i f  the  calculated  
appropriation limit is less than  the previous y e a rs ’ appropriation  
level, the default limit will be the previous year's  appropriation level.

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  P a g e  1

J u n e  2 3 , 2 0 0 4
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(c) Allows the limit to be exceeded by:
■ Up to two percen t th ro u g h  an  affirmative vote of two th ird s  of

the  m em bers of each  h o u se  of the legislature; and
■ Up to four pe rcen t w ith  a  th ree-fourths vote.

(d) Allows certain  app rop ria tions to rem ain exem pt from  the base  limit
calculation:
(1) appropria tions to the  P erm anen t Fund
(2) appropria tions of P e rm an en t Fund dividends
(3) appropria tions for a n a tu ra l d isaster declared  by the  Governor
(4) duplicated  expend itu res
(5) GO and  revenue bond proceeds and cap ita l lease financing 

proceeds
(6) GO and  revenue bond deb t service and  capital lease finance  

obligations
(7) federal funds
(8) reappropria tions
(9) reim bursab le  services agreem ents and  in teragency tran sfe rs
(10) m onies held  in tru s t
(11)University of A laska tu itio n  receipts, fe e s , contract receipts, or 

other non-General F und sources
(12)gifts, g ran ts , b eq u ests  or con tracts
(13) deposits to the  CBR a n d  reverse sweep of GF acco u n ts
(14) dedicated funds

(e) E xcludes from the lim it’s calcu lation  the am o u n t by w hich the 
lim it was overridden by a  superm ajority  of the  leg islature  as 
provided in Section 1, S ubsection  2 (c) above.

S e c tio n  2 . Am ends A rticle XV. S chedu le  o f  Transitional M easures.
(a) Specifies th a t the  co n stitu tio n a l limit first app lies to FY 2006  
ap p rop ria tions and  estab lishes artificial base year lim its of $ 3 .1 5  billion 
in FY 04 and  $ 3 .25  billion in  FY 05 to feed into the  3 y ear average for 
p u rp o ses  of calculating  the FY 06 appropria tion  limit.

(b) Sets a Ju ly  1, 2009 s u n s e t  da te  for the am endm ent.

S e c tio n  3 .
Provides for the  am endm en t to go before voters in the 2004 general election.

Office of Management and Budget I’age 2
June 23, 2004

Indicates am endm ents made in the Senate
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F r a n k  H . M u r k o w s k i 
G o v e r n o r

p.o, BOX 1 10 0 0 1  
Jun eau , A la s k a  9981 i-o o o i 

(907) 465-3500 
FAX (907) 465-3532 

WWW.GOV.STATE.AK.US
GOVERNOR0GOV.STATE.AK.US S t a t e  o f  A l a s k a

OFF ICE OF THE GOVERNOR 
J u n e a u

Ju n e  21, 2004

The Honorable Pete Kott 
Speaker of the House 
Alaska State Legislature 
State Capitol, Room 208 
Juneau , AK 99801-1182

Dear Speaker Kott:

Under the authority of article III, section 18, of the Alaska Constitution, I am 
transm itting a joint resolution proposing am endm ents to the Alaska Constitution 
relating to and limiting appropriations from the Alaska Perm anent Fund based on an 
averaged Percent of Market Value (POMV) approach. The quesdon presented to 
legislators by the jo in t resolution is w hether to allow Alaskans to decide if 
management of the Alaska Perm anent Fund should be modernized to a POMV 
approach. The POMV approach limits annual spending to five percent of the Alaska 
Perm anent Fund’s m arket value.

If adopted by the voters, the constitutional am endm ents in this joint resolution 
would change the way in which am ounts available for appropriation from the Alaska 
Perm anent Fund are determined. The jo in t resolution contains the same provisions as 
CS House Jo in t Resolution 26(FIN), which passed the House of Representatives during 
the  second session of this Legislature. Under the provisions of th is joint resolution, 
the  Legislature could appropriate an am ount th a t would not exceed live percent of the 
averaged m arket values of the Alaska Perm anent Fund for the first five of the six fiscal 
years immediately preceding the fiscal year in which the money is appropriated. The 
provisions do not allocate the am ount available for appropriation for a specific 
purpose.

I remain convinced tha t Alaskans expect u s to resolve the sta te’s long-ierm 
fiscal problem this year. This resolution is an im portant part of what m ust be a  bi- 
partisian solution to the s ta te ’s fiscal gap.

I urge your prom pt and favorable action on this m easure.

Sincerely yours,

F rank  H. Murkowski 
Governor

http://WWW.GOV.STATE.AK.US
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HOUSE JOINT RESOLUTION NO. I 0 |

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-THIRD LEGISLATURE - FIRST SPECIAL SESSION

BY THE HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced:
Referred:

A RESOLUTION

Proposing amendments to the Constitution of the State of Alaska relating to and lim iting 

appropriations from the Alaska permanent fund based on an averaged percent of the 

fund market value.

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

* Section 1. Article IX, sec. 15, Constitution of the State o f Alaska, is amended to read:

Section 15. Alaska Permanent Fund, {a} At least twenty-five per cent o f all 

mineral lease rentals, royalties, royalty sale proceeds, federal mineral revenue sharing 

payments and bonuses received by the State shall be placed in a permanent fund. 

Except as appropriated under fbl of this section, money in the perm anent fund [, 

THE PRINCIPAL OF WHICH] shall be used only for those income-producing 

investments specifically designated by law as eligible for permanent fund investments. 

[ALL INCOME FROM THE PERMANENT FUND SHALL BE DEPOSITED IN 

THE GENERAL FUND UNLESS OTHERWISE PROVIDED BY LAW.]

* Sec. 2. Article IX, sec. 15, Constitution of the State of Alaska, is amended by adding a 

new subsection to read:

- 1-
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(b) Appropriations from the permanent fund for a fiscal year may not exceed 

five percent o f the average of the market values of the fimd on June 30 for the first 

five of the six fiscal years immediately preceding that fiscal year.

* Sec. 3. Article XV, Constitution of the State of Alaska, is amended by adding a new 

section to read:

Set. ion 30. Transition, (a) On the effective date of the 2004 amendment 

relating to the Alaska permanent fund (art. IX, sec. 15), the unencumbered, 

unappropriated balance of the earnings reserve account established under 

AS 37.13.145(a) is added to the balance in the Alaska permanent fund.

(b) The 2004 amendment relating to the Alaska permanent fund first applies to 

appropriations for fiscal year 2006. Appropriations from the permanent fund for fiscal 

year 2005 are subject to Section 15 of Article IX as that section read on June 30, 2004.

* Sec. 4. The amendments proposed by this resolution shall be placed before the voters of 

the state at the next general election in conformity with art. XHI, sec. 1, Constitution of the 

State of Alaska, and the election laws of the state.

23-GH2168VA
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FISCAL NOTE

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Fiscal Note Number 
Bill Version:
() Publish Date:

LL# 0168

Revision Date/T ime (Note If correction): 
Title Constitutional Amendment

Permanent Fund Income

Dept. Affected:___  Revenue__________
"RDU AK Permanent Fund Corporation*
'Component AK Permanent Fund Corporation

Sponsor
Requester

Rules
Governor Murkowski

Expenditures.. Revenues_______________ ___________
Note: Amounts do not Include Inflation unless otherwise noted beloWr

Component No. 

(Thousands o f Dollars)

109

OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES | | |

| CHANGE IN REVENUES ( ) ! | i | |
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) If funding for this bill Is Included In the Governor’s FY 2005 budget proposal:

POSITIONS -

Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page If necessary)
This resolution would ask voters In the next general election whether to approve a constitutional 
amendment that would limit annual appropriations to no •— ire than 5% of the average year-end market 
value of the Fund for the proceeding five years.

This resolution would not affect the budgeted costs to manage and Invest the Permanent Fund, nor would 
It change the amount of Income earned by Permanent Fund Investments.

See the attached schedule for financial projections of the Fund comparing the "Status Quo" to a 5% 
POMV spending limit.

Prepared by: 
Division

Approved by: 
Agency

Robert D. Storer, Executive Director Phone 465-2047
Alaska Permanent Fund Corporation Date/Time 6/19/2004/11:43:00 AM
Steve Porter. Deputy Commissioner Date 6/19/2004
Department of Revenue

(RtvtMd 12/2003 OMB) Page 1 of 2



henresk
Alaska Permanent Fund Corporal\
Financial projection comparison of theTQfska Pcnnanent Fund under 
current statutes versus POMV 5% lump sum payout, median case. All 
dollars In millions except per person dividend.

Current Statutes
FY05 FY06 FY07 FY08 FY09 Em  FYU FY12 EC13 E114 EQ5

Contributions & appropriations (principal) 
Unrealized appreciation/depreciation on assets 

Realized earnings account ( REA, after payouts) 
Total market value end of year (after payouts)_

Total lump sum dividend appropriation 
Per person dividend under current statute

Transfer status quo Inflation-proofing (REA to Principal)

24,452
1,683
1,297

27,433

25,383
1,913
1,879

29,176

512
790

620

576
890

643

28,278
2,180
2,375

30,814

750
1,160

666

27,189
2,425
2,778

32,393

924 
$ 1,420

689

28,120
2,702
3,185

34,007

1,002 
$ 1,530

29,077 
2,993 
3,617 

35,688

1,058 
$ 1,600

713 737

30,053
3,304
4,074

37,431

1,114
1,670

762

31,049
3,824
4,568

39,241

1,170 
$ 1,740

32,061
3,965
5,092

41,118

1,228 
8 1,810

787 812

33,090
4,317
5,658

43,065

1,288
1,880

939

34,139
4,884
8,263

45,087

1,350
1,950

865

FY05 FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13 FYU FY15

POMV - 5% (beginning in FY05)
Contributions & appropriations (principal) 

Unrealized appreciation/depreciation on assets 
Realized earnings account ( REA, after payouts) 

Total market value end of year (after payouts)_

23,840
1,683
1,173

26,695

24,128
1,892
1,687

27,707

24,358
2,103
2,243

28,703

o year average market value lagged one year 25,851 25,902

Total 5 % lump sum average market value available
for appropriation 1,293 1,295

26,508

1,325

24,580
2,322
2,809

29,712

27,614

1,381

24,800
2,548
3,382

30,730

28,846

1,442

25,021
2,781
3,965

31,768

25,237
3,026
4,561

32,824

25,447
3,274
5,179

33,900

25,648
3,532
5,811

34,991

25,841 26,026
3,793 4,059
6,465 7,139

36,099 37,224

30,012 31,066 32,140 33,234 34,344 35,472

1,501 1,553 1,607 1,662 1,717 1,774

FY05-FY15
Totals

45,087

10,972 
$ 16,440

8,132

FY05-FY15
Totals

37,224

16,549

Assumptions:
Callsn Associates 2004 Capital Market Assumptions, APFC 2004 asset allocation, Spring 2004 revenue forecast, ilnanclsl statements through 
06/30/03. All payouts are assumed to happen at fiscal year end, all dollar valuas In millions.
POMV payout assumes calculation methodology Is 5% of the end'ng market value (pre payout) for the flrat five of the last six flacal years.

FD* FIVmomI Ejum4 AWRudĝ _SlekW|B\APFC Matoi 9JO_«$_31 JM_Mo_4«jtb 1Mf AM, 0/11/2004, LmI Dpd*d M/1 MM



FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):___________
Title Constitutional amendmenl relating to and

Fiscal Nole Number:
Bill Ver Ion:
() Publish Date:

Dept. Affected;_______
RDU Elections

Law Log 0168

limiting appropriations from the APF based on an averaged 
percent of the fund market value._______________________

Component Elections

Rules
Requester Governor Component No. 21

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual 1.5
Supplies
Equipment
Land &. Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 1.5 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 1.5
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 1.5 0.0 0.0 0.0 0.0 0.0

Estimate o f any current year (FY2004) cost: 0.0
Mark this box (X) If funding for this bill Is included In the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page i f  necessary)

This figure includes the cost o f providing information about this issue in the Official Election Pamphlet, as 
required by AS 15.58. If this measure requires the printing of an 8-1 /2 by 18 inch ballot, the cost will 
increase by $22.0.

Prepared by: 
Division
Approved by: 
Agency

Lauri Allred Phone 465-5347
Division of Elections

Laura A. Glaiser. Director
Date/Time 6/18/04 B:44 AM 

Date 6/18/2004
Office of the Lt. Governor, Division of Elections

(Revmd 12/2001OMB) Page 1 of 1





Alaska Perm anent Pund C orporation
801 West 10lh Street, Suite 302 Juneau, AIC 99801 

Tel: (907) <165-2047 Fax: (907) 586-2057

Sectional Analysis of WD 0168

Overview
The Resolution proposes changes to tine Alaska Constitution Article IX, Section 15,
which governs the Alaska Permanent Fund.

Summary of Changes
1) Page 1, line 9. Adds a reference to the new subparagraph (b) being added to 

tire constitution.

2) Page 1, line 10. Removes tire words "the principal of which" from the 
constitution. This change removes the distinction between the principal and 
tire earnings reserve. The Fund becomes one pool of money versus two.

3) Page 1, lines 12 & 13. Deletes tire guidance for where income of the Fund 
should be deposited. The intent is for all income to remain in the Fund until 
appropriated by the Legislature.

4) Page 2, lines 1-3. Adds a new subparagraph (b) drat establishes air annual 
payout limit of 5% of the total market value of dre Fund. The m arket value 
will be based on a five-j^ear average. Hus is to protect the Fund from 
inflation and preserve dre real value over the long term. Additionally, dris 
provision allows dre legislature and dre administration to know one year in 
advance the amount available for appropriation.

5) Page 2, lures 6-9.  Adds a transitional provision drat makes clear dre balance 
in dre Fund's earnings reserve remains in the Permanent Fund. Some have 
argued drat dre earnings reserve belongs in dre General Fund.

6) Page 2, lines 10 -12 . States that d e  changes first apply to appropriations for 
fiscal year 2006.

7) Page 2, lines 13 -15 . States that the amendnrents will be placed before the 
voters at the next general election.

[Click here ami type eleciioiilcfile path)
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Alaska Permanent Fund

A Fund overview 

and discussion of POMV

ACCOUNTABIL ITY
TO ALASKANS, FOR ALASKANS



"To benefit all generations..."

AS 37.13.020 (1)

...the Fund should provide 
a means of conserving a portion 

of the state's revenue from mineral resources 
to benefit all generations of Alaskans.

ACCOUNTABIL ITY
TO ALASKANS, FOR ALASKANS
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-U Permanent Fund market value
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What is POMV?

POMV is a spending limit for the Permanent Fund.

Under POMV, no more than five percent of the 
Fund's market value may be withdrawn each 
year.

Under the current system, all realized earnings 
are available for spending from the Fund.

A C C O U N T A B I L I T Y  s
TO ALASKANS, FOR ALASKANS



FY94 to FY03 FY05 to FY14

Total return 7.8% 7.6%

Inflation rate 2.5% 2.6%

Real rate of return 5.3% 5.0%

If no more than 5% is withdrawn from the Fund each 
year, the gains that result from inflation will remain in 
the Fund. This will preserve the Fund's purchasing 
power for future generations.

ACCOUNTABIL ITY
TO ALASKANS, FOR ALASKANS



Realized income v. market value

Volatility
Realized income vs. market value
(percent change in value from year to year)

I Annual market value 

' Realized income - status quo

Periods ending June 30

A C C O U N T A B I L I T Y
TO ALASKANS, FOR ALASKANS



• Overspending in good years means there will be no 
cushion for down years, and funds may not be available 
for distribution.

• Overspending in the present decreases a fund's benefit 
to future generations.

• Overspending can cause recipients to become 
dependant on an inflated income stream. This will cause 
hard decisions in the down years, when income isn't as 
high.

ACCOUNTABIL ITY 8
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 •  •
The dangers of overspending

25,000

24.000

23.000

22.000

(/> c
I 21,000
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*/*

20,000

19.000

18.000 

17,000
Jun-00 Oct-00 Feb-01 Jun-01 Oct-01 Feb-02 Jun-02 Oct-02 Feb-03 Jun-03 Od-03 Feb-04

Fiscal years

Assumption: June 30, 2000 all available earnings are paid out, total Fund value 
equals  principal,  all realized earnings are paid out in distributions and inflation 
proofing when possible.

TO ALASKANS, FOR ALASKANS

ACCOUNTABIL ITY

Alaska Permanent Fund



Who uses POMV?

Anchorage, Fairbanks, North Slope Borough and Sitka 
residents voted to use POMV for municipal trust 
accounts.

Private foundations such as the Rasmuson Foundation 
and the Ford Foundation are required by the IRS to pay 
out at least 5% of their market value.

83% of colleges and universities polled by the National 
Association of College and University Business Officers 
use some form of a POMV payout method.

A C C O U N T A B I L I T Y  10
TO ALASKANS, FOR ALASKANS



Why do we need POMV?

For the present
Ensure the option of an annual payout

Make payout amounts more stable from year to year

Make payout method compatible with investment strategy

For the future
Prevent overspending in the good years 

Maintain purchasing power for the entire Fund

A C C O U N T A B I L I T Y  n
TO ALASKAN S, FOR ALASKANS



*,) What are Alaskans asking?

• Will this change leave the principal 
unprotected?

• How will POMV affect my dividend?

• Is POMV a raid on the Permanent 
Fund?

Why fix the Permanent Fund if it isn't 
broken?

ACCOUNTABIL ITY 12
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F r a n k  H . M u r k o w s k i 
G overnor

P.O. BOX I 10001 
J u n e a u . A la s k a  99811-0001

(907) 465-3500 
FAX (907) 465-3532 

WWW.GOV.STATE.AK.US
GOVERNOR@GOV.STATE.AK.US

S t a t e  o f  A l a s k a
OFF ICE OF THE GOVERNOR 

JUNEAU

J u n e  21, 2004

The Honorable Pete Kott 
Speaker of the House 
A laska S tate Legislature 
S ta te  Capitol, Room 208 
J u n e a u , AK 99801-1182

D ear Speaker Kott:

U nder the au tho rity  of article  III, section  18, of th e  A laska C onstitu tion , I 
am  transm itting  a  bill re la tin g  to the  incom e of and  ap p ro p ria tio n s  from  the 
A laska perm anen t F und  u n d e r  article IX, section 15(b), C onstitu tion  of the  
S ta te  of Alaska, and  m ak ing  conform ing am endm en ts. T h is bill is substan tia lly  
the  sam e as CS House Bill 298(FIN) am , w hich p assed  th e  H ouse du ring  the  
second regular session, b u t  w ith  a  few new  provisions.

I have separately  tra n sm itte d  to you a  jo in i reso lu tion  proposing  a  
"Percent of M arket Value" (POMV) am en d m en t to the  A laska  C onstitu tion . This 
bill would m ake conform ing a m e n d m e n ts  to the  enab ling  a c t of th e  A laska 
P erm anen t Fund C orporation  n ecessa ry  to im plem ent th a t  am endm en t. This 
bill also would m ake a lloca tions of the  am o u n t available for app ropria tion  from 
the  A laska Perm anent fu n d  a fte r the  POMV am en d m en t is adop ted . These 
allocations m ake provision for aid to m unicipalities an d  o th e r  com m unities, 
public  education, and  th e  P e rm an e n t F u n d  dividend. The a llocation  provisions 
w ould give moral force to  th e  L egislature 's in ten t to pay for these  im p o rtan t 
public purposes. A new provision h a s  been  adc id  th a t  w ould a d ju s t the 
allocation of am ounts availab le  for app ropria tion  from th e  A laska P erm anen t 
F und  so th a t the dividend will be kep t a t  $1 ,000  or m ore each  year. The bill 
also con ta ins provisions th a t  will conform  the M ental H ealth  T ru s t fund 
revenue availability and  a cc o u n tin g  provisions to those  proposed  for the  A laska 
P erm anen t Fund. The M ental H ealth  T ru s t fund is invested  by the  A laska 
P erm anen t Fund C orporation  a n d  it will be m ore efficient if the com putation  of 
revenue available for a p p ro p ria tio n  is c o n s is ten t for bo th  funds.

http://WWW.GOV.STATE.AK.US
mailto:GOVERNOR@GOV.STATE.AK.US


The Honorable Pete Kott 
Ju n e  21, 2004 
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I believe th a t th is  bill provides a  vehicle th e  Legislature can  u se  to resolve 
how the POMV am en d m en t would be im plem ented. By p lacing the  
im plem enting provisions in  s ta tu te , the Legislature re ta in s  the  pow er to m ake 
necessary  ad ju stm en ts  to m eet unforeseeable events.

I urge your p rom p t an d  favorable consideration  of th is  bill.

Sincerely 3',ou rs,

■Ffank H. M urkow ski 
Governor

Enclosure
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HOUSE BILL NO. f GO 3
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - FIRST SPECIAL SESSION

BY THE HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced:
Referred:

ABELL 

FOR AN ACT ENTITLED 

"An Act relating to the income of and appropriations from the Alaska perm anent fund 

under art. IX, sec. 15(b), Constitution of the State of Alaska, and m aking conforming 

amendments; relating to perm anent fund dividend payments of at least S I,000; relating 

to the determination of net income of die mental health trust fund; and pA oviding for an 

effective date."

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

* Section 1. AS 09.20.050(b) is amended to read:

(b) The jury list shall be based on a list prepared by the Department of 

Revenue of all persons who filed an application for a [DISTRIBUTION OF 

ALASKA] permanent fund dividend [INCOME] under AS 43.23 during the current 

calendar year that shows an Alaska [ALASKAN] address, and of all persons -who 

volunteer for jury duty under (d) of this section. If  considered necessary by the 

administrative director of the Alaska Court System, the jury list shall incorporate a list

- 1-
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prepared by the Department of Administration of all persons who hold a valid Alaska 

driver's license. The departments shall submit their respective lists to the Alaska 

Court System not later than September 30 of each year. To the extent that it is 

available, the departments shall include on the lists they submit the following 

information for each person: first name, middle initial, and last name; mailing address, 

including the zip code; and birth date. The lists shall be recorded on magnetic tape 

compatible with Alaska Court System data processing equipment.

* Sec. 2. AS 24.20.206 is amended to read:

Sec. 24.20.206. Duties. The Legislative Budget and Audit Committee shall

(1) [REPEALED

(2)] annually review the long-range operating plans of all agencies of 

the state that perform lending or investment functions;

(21 [(3)] review periodic reports from all agencies of the state that 

perform lending or investment functions;

(31 [(4)] prepare a complete report of investment programs, plans, 

performance, and policies of all agencies of the state that perform lending or 

investment functions and notify the legislature within 30 days afbr the convening of 

each regular session that the report is available;

(41 [(5)] in conjunction with the finance committee of each housei 

recommend annually to the legislature the investment policy for the general fund 

surplus and for the [INCOME FROM THE] permanent fund;

(51 [(6)] provide for an annual post audit and annual operational and 

performance evaluation of the Alaska Permanent Pund Corporation investments and 

investment programs;

(61 [(7)] provide for an annual operational and performance evaluation 

of the Alaska Housing Finance Corporation rmd the Alaska Industrial Development 

and Export Authority; the performance evaluat'on must include, but is not limited to, a 

comparison of the effect on various sectors of the economy by public and private 

lending, the effect on resident and nonresident employment, the effect on real wages, 

and the effect on state and local operating and capital budgets of the programs of the 

Alaska Housing Finance Coiporation and the Alaska Industrial Development and

-2-
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Export Authority;

(1) [(g)] provide assistance to the trustees of the trust established in 

AS 37.14.400-37.14.450 id  carrying out their duties under AS 37.14.415.

* Sec. 3. AS 37.13 is amended by adding a new section to read:

Sec. 37.13.143. Appropriations from the fund, (a) The total amount 

available for appropriation from the fund for a specific fiscal year is determined under 

art. IX, sec. 15(b), Constitution of the State of Alaska. I-Iowever, if the annualized real 

rate of return of the fund during the first 10 of the 11 fiscal years immediately 

preceding the specific fiscal year was less than five percent, the amount available for 

appropriation for that specific fiscal year may not exceed that 10-year annualized real 

rate of return multiplied by the average of the fiscal year-end market values of the 

fund for the first five of the six fiscal years immediately preceding that specific fiscal 

year. For purposes of this subsection, "real rate of return" means the total rate of 

return of the fund's investments for the period measured, minus the ram of inflation for 

that period, stated on an annualized basis.

(b) The legislature may appropriate from the fund for each fiscal year the 

amount for costs of the corporation associated with operating and investing the fund.

(c) After the appropriation under (b) of this section, appropriations by the

legislature for a specific fiscal year are limited as follows, based on the total amount

remaining available for appropriation under (a) of this section:

(1) not more than five percent may be appropriated for municipalities 

and other communities;

(2) not more than 45 percent may be appropriated for public education;

(3) not more than 50 percent may be appropriated to the dividend fund 

established under AS 43.23.045.

(d) Notwithstanding (c) of this section, the amount of a dividend payment for 

residents of the state shall be no less than $1,000 each year. If  the appropriation made 

under (c)(3) of this section would be insufficient to pay that amount, the percentages 

specified in (c)(1) and (2) of this section are decreased for the applicable year, and the 

percentage specified in (c)(3) of this section is increased, by the amount necessaiy to 

fund the shortfall.

-3-
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(e) The corporation shall transfer money appropriated under this section from 

the fund within 14 days after the effective date of the appropriation.

(f) For purposes of (a) of this section, the corporation shall calculate the rate 

of inflation using the annual year over year change in the Consumer Price Indexfor all 

urban consumers for the time period specified.

* Sec. 4. AS 37.13.145(d) is amended to read:

(d) Income [NOTWITHSTANDING (b) OF THIS SECTION, INCOME] 

earned on money awarded in or received as a result of State v. Amerada Hess, et al. 

1JU-77-847 Civ. (Superior Court, First Judicial District), including settlement,

. summary judgment, or adjustment to a royalty-in-kind contract that is tied to the 

outcome of this case, or interest earned on the money, or on the earnings of the money 

shall be treated in the same manner as other income of the Alaska permanent fund, 

except that it is not available for distribution to the dividend fund [, AND SHALL BE 

ANNUALLY DEPOSITED INTO THE PRINCIPAL OF THE ALASKA 

PERMANENT FUND].

* Sec. 5. AS 37.13 is amended by adding a new section to read:

Sec. 37.13.148. Market value of the fund. For the purposes of art. IX, sec. 

15(b), Constitution of the State of Alaska, the corporation shall determine the market 

value of the fund annually as of the close of business on June 30 in accordance with 

generally accepted accounting principles for the determination of fair value.

* Sec. 6. AS 37.13.150 is amended to read

Sec. 37.13.150. Corporation budget The [REVENUE GENERATED BY 

THE FUND'S INVESTMENTS MUST BE IDENTIFIED AS THE SOURCE OF 

THE] operating budget of the corporation shall be included in the state's operating 

budget under AS 37.07 (Executive Budget Act). [THE UNEXPENDED BALANCE 

OF THE CORPORATION'S ANNUAL OPERATING BUDGET DOES NOT LAPSE 

AT THE END OF THE FISCAL YEAR BUT SHALL BE TREATED AS INCOME 

UNDER AS 37.13.140.]

* Sec. 7. AS 37.14.031(c) is amended to read:

(c) The net income of the fund shall be determined by the Alaska Permanent 

Fund Corporation annually as of the last day of the fiscal year in accordance with

-4-

23-GH2175VA

N cw  T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



23-GH2175\A

generally accepted accounting principles [IN THE SAME MANNER THE 

CORPORATION DETERMINES THE NET INCOME OF THE ALASKA 

PERMANENT FUND UNDER AS 37.13.140],

* Sec. 8. AS 43.23.025(a) is amended to read:

(a) By October 1 of each year, the commissioner shall determine the value of 

each peimanent fund dividend for that year by

(1) determining the total amount available for dividend payments,

which equals

(A) the amount of money appropriated from [INCOME OF]

the Alaska permanent fund [TRANSFERRED] to the dividend fond under

AS 37.13.143 [AS 37.13.145(b)] during the current year;

(B) plus the unexpended and unobligated balances of prior 

fiscal year appropriations that lapse into the dividend fund under 

AS 43.23.045(d);

(C) less the amount necessary to pay prior year dividends from

the dividend fund in the current year under AS 43.23.005(h) and under

AS 43.23.055(3) and (7);

(D) less the amount necessary to pay dividends from the 

dividend fund due to eligible applicants who, as determined by the department, 

filed for a previous year's dividend by the-filing deadline but who were not 

included in a previous year's dividend computation;

(E) less appropriations from the dividend fund during the 

current year, including amounts to pay costs of administering the dividend 

program and the hold harmless provisions of AS 43.23.075;

(2) determining the number of individuals eligible to receive a 

dividend payment for the current year and the number of estates and successors 

eligible to receive a dividend payment for the current year under AS 43.23.005(h); and

(3) dividing the amount determined under (1) of this subsection by the 

amount determined under (2) of this subsection.

* Sec. 9. AS 43.23.028(a) is amended to read:

(a) By October 1 of each year, the commissioner shall give public notice of

-5-
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the value of each permanent fund dividend for that year and notice of the information 

required to be disclosed under (3) of this subsection. In addition, the stub attached to 

each individual dividend check and direct deposit advice must

(1) disclose the amount o f each dividend attributable to [INCOME 

EARNED BY THE PERMANENT FUND FROM] deposits to that fund required 

under art. IX, sec. 15, Constitution of the State of Alaska;

(2) disclose the amount of each dividend attributable to all [INCOME 

EARNED BY THE PERMANENT FUND FROM] appropriations to that fund plus 

[AND FROM] amounts added to that fund before January 1, 2005, to offset the 

effects of inflation;

(3) disclose the amount by which each dividend has been reduced due 

to each appropriation from the dividend fund, including amounts to pay the costs of 

administering the dividend program and the hold harmless provisions of 

AS 43.23.075;

(4) include a statement that an individual is not eligible for a dividend

when

(A) during the qualifying year, the individual was convicted of

a  felony;

(B) during all or part of the qualifying year, the individual was 

incarcerated as a result of the conviction of a

(i) felony,- or

(if) misdemeanor if the individual has been convicted of 

a prior felony or two or more prior misdemeanors;

(5) include a statement that the legislative purpose for making 

individuals listed under (4) of this subsection ineligible is to

(a ) obtain reimbursement for some of the costs imposed on the 

state criminal justice system related to incarceration or probation of those 

individuals;

(B) provide funds for services for and payments to crime 

victims and for grants for the operation o f domestic violence and sexual assault 

programs;

23-GH2175VA
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(6) disclose the total amount that would have been paid duriug the 

previous fiscal year to individuals who were ineligible to receive dividends under 

AS 43.23.005(d) if they had been eligible;

(7) disclose the total amount appropriated for the current fiscal year 

under (b) of this section for each of the funds and agencies listed in (b) of this section.

* Sec. 10. AS 37.13.140, 37.13.145(a), 37.13.145(b), 37.13.145(c), and 37.13.300(c) are 

repealed.

* Sec. 11. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

CONDITIONAL EFFECT. This Act takes effect only if an amendment to art. IX, sec.

15, Constitution of the State of Alaska, relating to and limiting appropriations from the Alaska 

permanent fund based on an averaged percent of the fund market value, is approved by the 

voters during the 2004 general election and takes effect.

* Sec. 12. If this Act takes effect under sec. 11 of this Act, it takes effect January 1, 2005, 

except as provided in sec. 13 of this Act.

* Sec. 13. Sections 1 and 2 of this Act take effect immediately under AS 01.10.070(c).

23-GH2175NA
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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
Title Dist. Of Approps from PermFund

Fiscal Note Number: 
Bill Version:
() Publish Date:

L L # 0 4 -0175

RevenueDept. Affected;______________________________
"RDU AK Permanent Fund Corporation
"Component AK Permanent Fund Corporation

Sponsor
Requester

Rules
Governor

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

109

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

□CAPITAL EXPENDITURES

mCHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other {Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) If funding for this bill is Included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page If necessary)
This bill would change the Alaska statutes that address distributions from the Permanent Fund to conform 
to a Percent of Market Value payout limit. It would not change the management or the cost of operations of 
the Fund.

See the attached schedule for financial projections of the Fund comparing the "Status Quo" to a 5%
POMV spending limit.

Prepared by: 
Division
Approved by: 
Agency

Robert D. Storer. Executive Director Phono 465-2047
Alaska Permanent Fund Corporation Date/Time 6/19/2004/1:09 PM
Steve Porter, Deputy Commissioner Dato 6/19/2004
Department of Revenue

(Rov-wd 12/3003 cun) Page 1 of 3



Alaska Permanent Fund Corporation
Financial projection comparison of the Alaska Permanent Fund under 
current statutes versus POMV 5% lump sum payout, median case. All 
dollars In millions except per person dividend.

Curren t S ta tu tes
FT 05 FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY05-FY15

Totals
Contributions & appropriations (principal) 

Unrealized appreciation/depreciation on assets 
Realized earnings account ( REA, after payouts) 
Total market value end of year (after payouts)

24,452
1,683
1,297
27,433

25,383
1,913
1,879
29,176

26,278
2,160
2,375
30,814

27,189
2,425
2,773
32,393

28,120
2,702
3,185
34,007

29,077
2,993
3,617
35,688

30,053
3,304
4,074
37,431

31,049
3,624
4,568
39,241

32,061
3,965
5,092
41.11B

33,090
4,317
5,658
43,065

34,139
4,684
6,263
45,087 45,087

Total lump sum dividend appropriation 
Per person dividend under current statute

512 
$ 790

576 
$ 890

750 
$ 1,160

924 
$ 1,420

1,002 
$ 1,530

1,058 
$ 1,600

1,114 
$ 1,670

1,170 
$ 1,740

1,228 
$ 1,810

1,288 
$ 1,880

1,350 
$ 1,950

10,972 
$ 16,440

Transfer status quo Inflation-proofing (REA to Principal) 620 643 666 689 713 737 762 787 812 839 865 3,132

POMV - 5% (beginning in FY05)
FY05 FY06 FY07 FYOB FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY05-FY15

Totals
Contributions & appropriations (principal) 

Unreallzod appreciation/depreciation on assets 
Realized earnings account ( REA, after payouts) 
Total market value end of year (after payouts)

23,040
1,683
1,173
26,695

24,128
1,892
1,687
27,707

24,358
2,103
2,243
28,703

24,580
2,322
2,809
29,712

24,800
2,548
3,382
30,730

25,021
2,781
3,965
31,768

25,237
3,026
4,561
32,824

25,447
3,274
5,179
33,900

25,648
3,532
5,811
34,991

25,841
3,793
6,465
36,099

26,026
4,059
7,139
37,224 37,224

5 year average market value lagged one year 25,851 25,902 26,508 27,614 28,846 30,012 31,066 32,140 33,234 34,344 35,472

Total 5 % lump sum average market valuo available
for appropriation 1,293 1,295 1,325 1,381 1,442 1,501 1,553 1,607 1,662 1,717 1,774 16,549

Assumptions:
Callan Associates 2004 Capital Market Assumptions, APFC 2004 asset allocation, Spring 2004 revenua forecast, financial statements through 
06/30/03. All payouts are assumed to happen at flecal year and, all dollar valuea In millions.
POMV payout assumes calculation methodology Is 5% of the ending market value (pre payout) for the first five of the last alx flecal years.

ll Excil FII«iVBudg»L8titu«fjo\APFC 8t»tu« quo_05_Jf J)4_No_4t.xl« 3:58 PM, 6/18/2004, L*t( Update



Alaska Permanent Fund Corporation
POMV payout, split 50% to the Dividend, 45% to public services and 5% to the municipal dividend

FY05 FY06 FY07 FYOB FY09 FV10 FY11 FY12 FY13 FYU FY15

POMV - 5% (beginning In FY05)
Contribution* & appropriations (principal) 23,840 24,128 24,358 24,580 24,800 25,021 25,237

UnrealliariapprDclatlnn/doproclatlon on assets 1,683 1,892 2,103 2,322 2,540 2,781 3,026
Realized earnings account (REA, after payouts) 1,173 1,687 2,243 2,009 3,382 3,965 4,5d1
Total morkol value end of year (after payouts) 26,695 27,707 28,703 29,712 30,730 31,768 32,824

25,447 25,648 25,841 26,026
3,274 3,532 3,793 4,059
5,179 5,811 6,465 7,139
33,900 34,991 36,099 37,224

5 year averago market value lagged one year 25,851 25,902 26,508 27,614 28,846 30,012 31,066 32,140 33,234 34,344 35,472

Total available for appropriation 1,293 
AFPC management costs (43)

payout 50% after APFC costs - lump sum dividend 625 
payout 45% after APFC costs for government

services 562
payout 5% after APFC costs for municipal

dividend 62

_________________________ Por person dividend $990

1,295
(44)

620

5G3

63

1,325
(45)

640

576

64

1,381
(47)

f 07 

600 

67

1,442
(48)

697

627

70

1,501
(50)

726

653

73

1,553
(51)

751

676

75

1,607
(53)

777

699

78

1,662
(54)

804

723

80

1,717
(56)

831

748

83

1,774
(57)

858

772

86

$990 $1,000___$1,040___$1,090 $1,130 $1,160 $1,200 $1,230 $1,270 $1,310

Total available for appropriation 1,293 1,295 1,325 1,381
AFPC management costs (43) (44) (45) (47)

payout 50% after APFC costs - lump sum dividend 628 631 640
payout 45% after APFC costs for govommont

services 559 558 576
payout 5% aftor APFC costs for municipal

dividend 62 63 64

Guarantee $1,000 minimum rllvldond $1,000 $1,000 $1,000

667

600

67

1,442
(48)

697

627

70

$1,040 $1,090

1,501
(50)

726

653

73

$1,130

1,553
(51)

751

676

75

1,607
(53)

777

699

78

1,662
(54)

804

723

80

1,717
(50)

831

748

83

$1,160 $1,200 $1,230 $1,270

1,774
(57)

858

772

86

$1,310

FY05-FY15

Totals

37,224

16,549
(547)

8,001

7,201

800

$12,410

16,549
(547)

8,009

7,193

800

$12,430

fn* F.Varton*! E*c*l nteaVOudgalBtelvi’tolAPrc Btatua qw.01_ll_B4.Ho_4l.thi S IS PM. 1/11/1004. La.I Updated 04/70/04
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J u n e  21, 2004

The H onorable Pete Kott 
S p eak er of th e  House 
A laska S ta te  Legislature 
S ta te  Capitol, Room 208 
J u n e a u , AK 99801-1182

D ear S peaker Kott:

U nder th e  au thority  of artic le  III, section 18 of the A laska  C onstitu tion , I 
am  tran sm ittin g  a  bill th a t  in c reases  th e  cigarette excise ta x  by $1 .00  a  pack  
an d  m akes o th er changes in  o u r c u rre n t s ta tu te s . The ta x  on “o ther tobacco 
p ro d u c ts” su ch  a s  sm okeless tobacco w ould be in c reased  from  75 p e rcen t to 
100 p e rcen t of the  wholesale cost.

Passage  of these  tax  in c reases  is supported  by the  h e a lth  benefits alone. 
Tobacco is th e  num ber one preven tab le  cause  of d ea th , d isab ility , and  chronic  
illness in A laska. It is public  h e a lth  enem y n u m b er one. I w a n t these  tax  
in c reases  to reduce  consum ption  of tobacco p ro d u c ts  in  A laska. Such  a  
d ecrease  will benefit a d u lt sm okers who decide to qu it, tee n ag e rs  an d  p re -teen s 
w ho decide to qu it or n o t s ta r t  sm oking, and  A laskans th a t  choose n o t to 
sm oke b u t suffer the ill effects of second h an d  sm oke.

C u rren t estim ates are  th a t  passage  of the  c igarette  ta x  shou ld  re su lt in a  
15 p e rcen t d rop  in  illegal teen  sm oking. A 15 p e rcen t d rop  in y o u th  sm oking 
ra te s  from  c u rre n t levels tra n s la te s  in to  1,800 lives saved  fvom p rem atu re  
d ea th  d u e  to tobacco addiction . My hope is th a t  even m ore  A laska teen s decide 
n o t to try  sm oking or b reak  th e ir  addiction  to c igarettes.

Among c u rren t a d u lt sm okers, 3 ,500  will q u it sm oking  becau se  of the 
tax , an d  of those, 800 will be saved from  a  sm ok ing -caused  d ea th . Sm oking 
am ong expec tan t m others w ould also be reduced significantly ; resu lting  in 850 
bab ies being spared  from exposure  to m atern a l sm oking  p rio r to delivery 
d u rin g  the  nex t five years.

A laska Natives shou ld  pa rticu la rly  benefit from  red u ced  sm oking. While 
sm oking  ra te s  are declining w ith in  the U.S. general p o p u la tio n , the  ra te  of 
sm oking  is unchanged  am ong A laska Native a d u lts  an d , a t  44  percen t, is
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alm ost double th a t of non-N atives. C urrently , 44 p e rcen t of A laska Native high 
school s tu d e n ts  sm oke a lm ost four t 'm es th e  ra te  am ong  non-Native s tu d e n ts . 
Lung cancer, the  leading cause  of cancer d ea th s , is increas in g  a t an  a larm ing  
ra te  am ong A laska Natives of both sexes. C ard iovascu lar d isease, includ ing  
h e a rt d isease  and  stroke, is also linked w ith tobacco u se , and  kills 
approxim ately 120 A laska Natives each year.

In o rder to en su re  we achieve these  hea lth  benefits, I have included 
language th a t earm arks p a rt of the tax  revenues for th e  sm oking education , 
tobacco u se  prevention, and  tobacco control p rogram . At the  level I have 
included, A laska would become one of five s ta te s  th a t  fu n d  tobacco cessa tio n  
program s a t  or above th e  level recom m ended by the  C en te rs for D isease 
Control.

I have also included a  significant increase  in th e  tax  on sm okeless 
tobacco. O ther forms of tobacco such as chew or cigars also p resen t se rious 
r isk s  to the  hea lth  of u se rs . For exam ple, sm okeless tobacco u se rs  m ay be u p  
to tw e e  as likely as n o n -u se rs  to die from h e a rt d isease  an d  o ther 
card iovascu lar conditions due to increased  blood p ressu re .

There is also an  im p o rtan t fiscal benefit in th is  bill. The new revenues 
generated  by the tax increases will help re im burse  a  portion  of the  
approxim ately  $270 million in an n u al costs for d irec t m edical expenses an d  
lost productivity  a ttr ib u ted  to tobacco u se  in A laska. The financial b u rd en  all 
A laskans are s tu ck  w ith because some A laskans sm oke shou ld  be reduced .
This bill ta rge ts  u se rs  an d  ask s them  to pay a  b it m ore of the  costs they  im pose 
on all A laskans. I believe m any A laskans w ould a rgue  they  shou ld  n o t be 
s tu ck  w ith any  costs for som eone else’s v o lu n ta iy  choice to u se  a  dangerous 
product.

Given the  health  im pact, cost savm gs, an d  revenue to be generated  fron 
the proposed tobacco tax, I urge your su p p o rt for th is  legislation.

Sincerely yours,

F ra n k  H. M urkow ski 
Governor

E nclosure



0 1  L i -



1

2

3

4

5

6

8

9

10 

11 

12 
13

23-GH2170\A

HOUSE BELL NO. (

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-THIRD LEGISLATURE - FIRST SPECIAL SESSION

BY THE HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced:
Referred:

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to taxes on cigarettes and tobacco products, to tax stamps on. 

cigarettes, to forfeiture of cigarettes and of property used in  tlie m anufacture, 

transportation, possession, or sale of unstamped cigarettes, to accounting for and use of 

part of the proceeds of the additional cigarette tax, a rd  to licenses and licensees under 

the Cigarette Tax Act; relating to unfair cigarette sales; and providing for an effective 

date."

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

* Section 1. The uncodified law of the State o f Alaska is amended by adding a new section 

to read:

INTENT. It is the intent of the legislature to provide aggregate funding to meet the 

minimum amount of tobacco control programs recommended by the United States 

Department of Health and Human Sendees, Centers for Disease Control and Prevention, from 

tobacco taxes and other revenue sources accounted for in the tobacco use education and
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cessation fund established in AS 37.05.580.

* Sec. 2. AS 43.50.030(a) is amended to read:

(a) For each license issued to a manufacturer, and for each renewal, the fee is 

$50 f$51.

* Sec. 3. AS 43.50.030(c) is amended to read:

(c) For each license issued to a vending machine operator, and for each 

renewal, the fee is $50 [$25],

* Sec. 4. AS 43.50.030(d) is amended to read:

(id) For each license issued, to a direct-buying retailer, and for each renewal, 

the fee is $50 [$25].

* Sec. 5. AS 43.50.035 is repealed and reenacted to read:

Sec. 43.50.035. Wholesaler-distributor license, (a) A person outside of this 

state who sells or distributes cigarettes into this state and is not required to be licensed 

under AS 43.50.010 may apply for a wholesaler-distributor license.

(b) A person outside of this state who sells or distributes cigarettes into this 

state, who is not required to be licensed under AS 43.50.010, and who wishes to 

purchase stamps under this chapter is reouired to be licensed as a wholesaler- 

distributor.

(c) rhe department shall adopt reasonable regulations necessary for the 

collection of cigarette taxes on cigarette sales or distributions made by a wholesaler- 

distributor licensee into this state and standards for

(1) application and issuance of the license; and . .

(2) refusal to issue the license.

* Sec. 6. AS 43.50.090(a) is amended to read:

(a) There is levied an excise tax of 38 mills on each cigarette imported or 

acquired in the state. The tax shall be paid through the use of stamps as provided in 

AS 43.50.500 - 43.50.700. A person who imports or acquires cigarettes in the 

state upon which a stamp required by this chanter has not been affixed in 

accordance with AS 43.50.500 - 43.50.700, who fails to apply to purchase stamns 

as required by AS 43.50.540(al, and who fails to nay tlic tax through the use of 

stamns is not relieved [THE FAILURE TO PAY THE TAX THROUGH THE USE

-2-
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OF STAMPS DOES NOT RELIEVE A PERSON] of the obligation to pay taxes due 

under this chapter. The person shall still pay the tax, and the tax is clue on or before 

the end of the month following the month in which cigarettes were manufactured, 

imported, acquired, or sold in tins state. Cigarettes upon which the excise is imposed 

are not again subject to the excise when acquired by another person.

* Sec. 7. AS 43.50.090(d) is amended to read:
I

(d) The tax imposed under (a) of this secLon does not apply to the first 400 

cigarettes personally transported info the state by an ind ' .idual for th a t 

individual's personal consumption [100 CIGARETTES IMPORTED BY AN 

INDIVIDUAL FOR PERSONAL CONSUMPTION] during the calendar month.

* Sec. 8. AS 43.50.105(g) is amended to read:

(g) A person who violates the provisions of this section is guilty of a

(1) class A misdemeanor if the person unlawfully ships, causes to be 

shipped, or transports at least one but fewer than 5.000 [1,000] cigarettes;

(2) class C felony if the person unlawfully ships, causes to be shipped, 

or transports 5.000 [1,000] or more cigarettes.

* Sec. 9. AS 43.50.105 is amended by adding a new subsection to read:

(i) A person who violates the provisions of this section is jointly and severally 

liable for the taxes imposed by AS 43.50.090 and 43.50.190. To the fullest extent 

permitted by the Constitution of the United States, a person who violates the 

provisions of this section is required to collect the taxes and pay them to the 

department.

* Sec. 10. AS 43.50.170(1) is amended to read:

(1) "buyer" means a person who imports or acquires cigarettes for the 

person's own consumption from any source other than a manufacturer, distributor, 

direct-buying retailer, [OR] retailer, or wholesaler-distributor;

* Sec. 11. AS 43.50.170(3) is amended to read:

(3) "direct-buying retailer" means a person who is engaged in the sale 

of cigarettes at retail in this state, and who brings cigarettes or causes cigarettes to be 

brought [CIGARETTES] into the state that arc not purchased from a wholesaler- 

distributor;

-3-
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* Sec. 12. AS 43.50.170(4) is amended to read:

(4) "distributor" means a person who brings cigarettes that are not 

purchased from a wholesaler-distributor. or has cigarettes that arc not pnrchased 

from a wholesaler-distributor brought into the state, and who sells or distributes at 

least 75 percent [PER CENT] of the cigarettes to others for resale in the state;

* Sec. 13. AS 43.50.170(12) is amended to read:

(12) "wholesaler-distributor" means a person outside this state who 

sells or distributes cigarettes into this state* [AND] who is not required to be licensed 

under AS 43.50.010, and who is licensed tinder AS 43.50.035.

* Sec. 14. AS 43.50.190(a) is amended to read:

(a) There is levied an excise tax of 62 [12] mills on each cigarette imported or 

acquired in this state.

* Sec. 15. AS 43.50.190(c) is amended to read:

(c) The tax imposed under (a) of this section does not apply to the first 400 

cigarettes personally transported into the state by an individual for that 

individual's personal consumption [100 CIGARETTES IMPORTED BY AN 

INDIVIDUAL FOR PERSONAL CONSUMPTION] during the calendar month.

* Sec. 16. AS 43.50.190 is amended by adding anew subsection to read:

(d) Notwithstanding (b) of this section, a portion of the annual proceeds of the 

tax levied under (a) of this section equal to 8.9 percent of the total proceeds of the tax 

shall be deposited into the tobacco use education and cessation fund established in 

AS 37.05.580. This deposit shall be in  addition to any sums deposited into the fund 

under AS 37.05.580(a).

* Sec. 17. AS 43.50.300 is amended to read:

Sec. 43.50.300. Excise tax levied. An excise tax is levied on tobacco 

products in the state at the rate of 130 [75] percent of the wholesale price of the 

tobacco products. The tax is levied when a person

(1) brings, or causes to be brought, a tobacco product into the state 

from outside the state for sale;

(2) makes, manufactures, or fabricates a tobacco product in the state 

for sale in the state; [OR]

-4-
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(3) ships or transports a tobacco product to a retailer in the state for 

sale by the retailer or to an individual for personal consumption; or

(4) brings, or causes to be brought, a tobacco product into the state  

from outside the state for personal consumption.

* Sec. 18. AS 43.50.320(a) is repealed and reenacted to read:

(a) Except as provided in (g) of this section, a person engaging in an activity 

described in AS 43,50.300(1) - (3) must be licensed by the department as a distributor, 

and a person engaging in an activity described in AS 43.50.300(4) must be licensed as 

a buyer.

* Sec. 19. AS 43.50.320(b) is amended to read:

(b) The department, upon application and payment c f a fee of $50, shall issue 

a license for one year to a person who applies for a distributor license [UNDER (a) 

OF THIS SECTION]. Die department, upon application and payment of a fee of 

S25. shall issue a license for one year t  a person who applies for a bn ver license.

* Sec. 20. AS 43.50.320(d) is amended to read:

(d) A distributor license issued uoder this section must include the name and 

address of the licensee, the type of business to be conducted, and the year for which 

the license is issued.

* Sec. 21. AS 43.50.320(e) is amended to read:

(e) The department may renew a distributor license issued under this section 

for a fee of $50. The department may renew a buyer license issued under this 

section for a fee of S25.

* Sec. 22. AS 43.50.330(a) is amended to read:

(a) On or before the last day of each calendar month, a licensee shall file a 

return with the department. The return must state the number or amount o f tobacco 

products sold or imported for personal consumption by the licensee during the 

preceding calendar month, the selling price or purchase price of the tobacco 

products, and the amount of tax imposed on the tobacco products.

* Sec. 23. AS 43.50.390(1) is amended to read:

(1) "distributor" means a person who

(A) brings, or causes to be brought, a tobacco product into the

-5-
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state from outside the state for. sale;

(B) makes, manufactures, or fabiicates a tobacco product in the 

state for sale in the state; or

(C) ships or transports a tobacco product to a retailer in the 

state for sale by the retailer or to an individual for personal consumption;

* Sec. 24. AS 43.50.390(2) is amended to read:

(2) "licensee" means a distributor or buyer who is

(A) licensed under AS 43.50.320; or

(B) exempted by AS 43.50.320(g) from licensing under 

AS 43.50.320; .

* Sec. 25. AS 43.50.390 is amended by adding a new paragraph to read:

(6) "buyer" means a person who imports tobacco products for the 

person's own consumption from any source other than a licensee.

* Sec. 26. AS 43.50.540(f) is amended to read:

(f) Title to the stamps passes immediately to the licensee at the time the 

stamps are obtained in person or, if the stamps are shipped or transported, at the time 

the stamps are placed in the United States mail or received by the common or private 

carrier. The licensee bears all costs associated with shipping or transporting the 

stamps. The department may replace stamps lost or damaged in transit if the 

licensee provides proof acceptable to the department verifying that the loss or

23-GR2170\A

damage occurred while the stamps were in the possession of the shipping 

company and the shippL.g company substantiates the loss or damage. Damaged

stamps must be returned to the department before the department may replace 

them [AND ALL RISKS OF POSSIBLE LOSS OR DAMAGE WHILE IN 

TRANSIT].

* Sec. 27. AS 43.50.550(b) is amended to read:

(b) A license* who submits an application for the purchase of stamps on a 

deferred-payment basis shall, as a condition of approval of the ..pplication, post a 

bond acceptable to the department in an amount equal to

m  200 percent of the maximum dollar amount of allowed monthly 

purchases under this section; or

-6-
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100 percent of the maximum dollar amount of allowed monthly 

purchases under this section if the licensee

(A) holds a license issued under AS 43.50.030 for a physical 

location i this state; and

fB) has been in full compliance with the provisions of this 

title and regulations adopted under this title during the preceding 60 

months [AS A CONDITION OF APPROVAL OF THE APPLICATION],

* Sec. 28. AS 43.50.580(b) is amended to read:

(b) A licensee may possess unstamped cigarettes in this state if

(1) the licensee posts a surety bond in an amount satisfactory to the 

department to ensure performance of its duties under this chapter, and

(2) unstamped cigarettes are necessary for the conduct o f the licensee's 

business in making sales or distributions

(A) to an instrumentality of the federal government or an 

Indian tribal organization authorized by law to possess cigarettes not taxed 

under this chapter: or

fB) to customers outside the state and the licensee provides 

proof acceptable to the department that the licensee is properly licensed in 

the jurisdictions outside the state where the sales or distributions are 

made.

* Sec. 29. AS 43.50.590(a) is amended to read:

(a) The department shall adopt procedures for a refund or credit to a licensee 

in the amount of the denominated value, less the discount given under AS 43.50.540,

^ I

(1) unused or damaged stamps; [OR]

(2) stamps affixed to cigarette packages that have become unfit for use 

or sale, are destroyed, or arc returned to the manufacturer for credit or replacement if 

the licensee provides proof acceptable to the department that the cigarettes have not 

been and will not be consumed in this state: or

f3) stamps affixed to cigarette packages that are sold or 

distributed outside the state if the licensee provides proof acceptable to the

-7-
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department that the cigarettes have not been and will not be consumed in this
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. state and the licensee is properly licensed in the jurisdictions outside the state 

where the sales or distributions are made.

* Sec. 30. AS 43.50 is amended by adding anew section to read:

Sec. 43.50.625. Forfeiture of other property, (a) Upon a showing of 

probable cause that a person has committed the crime of misconduct involving 

unstamped cigarettes or stamps in the first degree under AS 43.50.640, the following 

are subject to forfeiture:

(1) material and equipment used in the manufacture, sale, offering for 

sale, or possession for sale of cigarettes in this state in violation of AS 43.50.500 -

43.50.640 or 43.50.660 - 43.50.700;

(2) aircraft, vehicles, or vessels used to transport or facilitate the 

transportation of cigarettes manufactured, sold, offered for sale, or possessed for sale 

in this state in violation of AS 43.50.500 - 43.50.640 or 43.50.660 - 43.50.700;

(3) money, securities, negotiable instruments, or other things of value 

used in financial transactions derived from activity prohibited under AS 43.50.500 -

43.50.640 or 43.50.660 - 43.50.700.

(b) Property subject to forfeiture under this section may be actually or 

constructively seized under an order issued by the superior court upon, a showing of 

probable cause that the property is subject to forfeiture under this section. 

Constructive seizure is effected upon posting a signed notice of seizure on the item to 

be forfeited, stating the violation and the date and place of seizure. Seiz>ure without a 

court order may be made if

(1) the seizure is incident to a valid arrest or search;

(2) the property subject to seizure is the subject of a prior judgment in 

favor of the state; or

(3) there is probable cause to believe that the property is subject to 

forfeiture under (a) of this section; property seized under this paragraph may be held 

for not more than 48 horns unless an order of forfeiture is issued by the court before 

the end of that time period.

(c) Within 30 days after a seizure under this section, the Department of Public

-8-
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Safety shall make reasonable efforts to ascertain the identity and whereabouts of any 

person holding an interest, or an assignee of a person holding an interest, in the 

property seized, including a right to possession, or a lieu, mortgage, or conditional 

sales contract. The Department of Public Safety shall notify the person ascertained to 

have an interest in the seized property of the impending forfeiture, and, before 

forfeiture, the Department of Public Safety shall publish, once a week for four 

consecutive calendar weeks, a notice of the impending forfeitur e in a newspaper of 

general circulation in the judicial district in which the seizure was made, or if a 

newspaper is not published in that judicial district, in a newspaper published in the 

state and distributed in that judicial district.

(d) Property subject to forfeiture under (a) o f this section may be forfeited

(1) upon conviction of a person for a violation of AS 43.50.640; or

(2) upon judgment by the superior court in a proceeding in rem  that the 

property was used in a m ann er subjecting it to forfeiture under (a) of this section.

(e) The owner of property subject to forfeiture under (a) o f this section is 

entitled to relief from the forfeiture in the nature o f remission of the forfeiture if, in an 

action under (d) of this section, the owner shows that the owner

(1) was not a party to the violation;

(2) did not have actual knowledge or reasonable cause to believe that 

the property was used or was to be used in violation of the law; and

(3) did not have actual knowledge or reasonable cause to believe that 

the person committing the violation had, within the last 10 years,

(A) been convicted of violating this chapter; or

(B) committed other violations of this chapter.

(f) The cr may allow the owner of property that is subject to forfeiture 

under (a) of this section to redeem the property by paying an amount determined by 

the court to be the fail- market value of the property.

(g) A person other than the owner holding, or the assignee of, a hen, 

mortgage, or conditional sales contract on, or the right to possession of property 

subject to forfeiture under (a) of this section is entitled to relief from the forfeiture in 

the nature of remission of the forfeiture if, in an action under (d) of this section, the

-9-
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person shows that the person

(1) was not a party to the violation subjecting the property to

forfeiture;

(2) did not have actual knowledge or reasonable cause to believe that 

the property was used or was to be used in violation of the law; and

(3) did not have actual knowledge or reasonable cause to believe that 

the person committing the violation had, within the last 10 years,

(A) been convicted of violating this chapter; or

(B) committed other violations of this chapter.

(h) It is not a defense in an in rem forfeiture proceeding brought under (d)(2) 

o f this section that a criminal proceeding is pending or has resulted in conviction or 

acquittal, of a person charged with violating AS 43.50.640.

(i) Property forfeited under this section shall be placed in the custody of the 

commissioner of public safety for disposition according to an order entered by the 

court. The court shall order destroyed any property forfeited under this section that is 

harmful to the public and may order any property forfeited under this section that was 

seized in a municipality to be transferred to the municipality in which the property was 

seized or to another municipality affected by the crime for which the property was 

forfeited. The Department of Public Safety shall notify all municipalities affected by 

the crime of the forfeiture proceeding. Other property shall be ordered sold and the 

proceeds used for payment of expenses of the proceedings for forfeiture and sale, 

including expenses of seizure. • custody, and court- costs. The remainder of the 

proceeds shall be deposited in the general fund.

(j) The title to a vehicle or vessel forfeited to the state under this section may 

be transferred by the state to a municipality or the local governing body of a village 

for official use by the municipality or village, on condition that the vehicle or vessel 

not be available for use by the defendant.

* Sec. 31. AS 43.50.640(a) is amended to reach

(a) A person commits the crime of misconduct involving unstamped cigarettes 

or stamps in the first degree if the person

(1) with reckless disregard that the cigarettes arc unstamped
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