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J UN EAU.’V'Alaska *---;'<AP) -  
E ve ry  m an, w om an  and  child  w ho  

•J h a s  lived in A laska fo r s ix  m on th s 
j could p o ck e t S I,000 in  cash th is  

sum m er u n d e r a n ew  p lan  a im ed a t 
sh a r in g  th e  s ta te ’s oil w ea lth  w ith  
i t s  c itiz en s. .-'.-y- . ,

U nder th e  p lan ; a pp rov ed  by  th e  
s ta te  L eg is la tu re . $415 m illion in 
p a ym en ts  could  be m ailed  ou t b e ­
g in n in g  in m id-August. v- 

The s ta te  has a  p opu la tion  o f 
419,600, bu t o ffic ia ls say  som e re s b  
d en ts  w ill be ine lig ib le  and som e 
p ro b ab ly  w on 't fill ou t app lica tion s.

A p ro g ram  en ac ted  tw o  y e a rs  
ago  called  fo r annua l p aym en ts  to  
re s id en ts  o f S50 fo r each  y e a r  th ey  
had  lived in A laska  s in ce  s ta tehood  
in 1 P 5 9 . v T - y  "

But an  A ncho rag e 'co u p le ,” Ron 
and  P a tr ic ia  Zobel, filed  su it on 
g ro u n d s  th a t  th e  p ro g ram  discrim i- 

i n a te d  a g a in s t n ew com ers . The s ta te  
j S u p rem e  C ou rt re je c ted  th e ir argu- 
| m en ts, an d  they  have  ap p e a led  to  |
1 th e  U.S. S up rem e C ourt. - '• .

Faced w ith  th e  d e lay  cau sed  by 
th e  suit, th e  s ta te  L eg is la tu re  a p ­
p roved  G ov’. Jay  H am m ond ’s  “back- *  .........
s to p ” p ro g ram  to  la k e  e ffe c t if th e  -

.U.S. S u p rem e  C ou rt s tr ik e s  d ow n  
th e  f irs t p lan  o r if it fa ils to  ru le  by 
J u ly  15, an  a rb i t r a r y  deadline.- 

T he b a ck s to p  p lan  ca lls  fo r  th e  
$1,000 p aym en ts  th is  y e a r  a n d  fu ­
tu re  a n nu a l p aym en ts  to  a ll A la s ­
k a n s  re g a rd le s s  o f len g th  o f re s i­
d ency . T h e  size o f th e  p aym en ts  
w ou ld  d epend  on incom e ea rn ed  by 
th e  A lask a  P e rm an en t Fund, a sav ­
ing s a cco u n t th a t  co llec ts  ab ou t 10 
p e r  c en t o f th e  re v en u e  from  oil i 
p roducU on on s ta te  lan d s,
. S tate- o ff ic ia ls  e s tim a ted  p ay ­
m en ts  a t  $356 in 1983 and  $247 in 
1984: V V  WA**

T he fund , w h ich  n o w - s ta n d s  a t  
$3 billion, w a s  e s tab lish ed  by  v o te rs  |
In 1976. H a lf o f Its a n nu a l e a rn in g s  • 
a re  e a rm a rk s  1 fo r p aym ents., *

Sen. Bill Kay v o ted  a g a in s t th e  
b a ck s to p  p lan , say ing  it is' prema--’ , 
tu re  b ecau se  th e  c o u r t has y e t  to  
ru le . \ . •'•"'•■■‘-• jvz!. '
1 A no th e r oppon en t, Sen. T im  
Kelly, sa id , "E v e ry  A m erican  in  the 
L ow e r 48 s ta te s  w ho  is  in a  d e ­
p re ssed  zo n e  o r  a  h igh  uncm ploy- '
m en t zone is go ing to  re s e n t A las­
k a ’s  w e a l th  a n d  put- trem en d o u s  
p re s su re  on th e ir  co ng re ssm en  to  
ta k e  th a t  w e a lth  from  th e  s ta te  o f 
A la sk a ."  i  • : ’

i t o  s h a r e - ? -
* .1 y c , < .. r. '

; oil wealth;
i • • i •» • :

Each resident 
may get $1,000

M u x . ic i f d  P i a i  y y  j  J

JUNEAU, Alaska —  Every man, 
woman and child who has lived in 
Alaska for s ix  months could pocket 
$1,000 in cash this summer under a 
new plan aimed at sharing the state's 
oil wealth with its citizens.

Under the plan, approved Thurs­
day by the stafe legislature, S41S mil­
lion in payments could be mailed out 
beginning in mid-August.

The slate 's has a population of 419.- 
600, but officials say some residents 
will be ineligible and some probably 
won't fill out applications.

A program enacted two years  ago 
called for annual payments to resi­
dents of SS0 for each yea r  they had 
lived in Alaska since statehood in 
1959. But an Anchorage couple sued, 
arguing that the program discrimi­
nated against newcomers. The state 
Supreme Court rejected their argu ­
ments, and an appeal is pending be­
fore the U.S. Supreme Court.

Faced with the delay caused by the 
suit, the legislature approved Gov. 
J a y  Hammond's new program, which 
will take effect if the Supreme Court 
strikes down the first plan or if it 
fails to rule by-Ju ly  15......... •»_

Hammond's plan calls  for the $1,000 
parments this year and future annu- 
^ p a y m e n t s  to all Alaskans regard­
less of length of residency. The size 
of the payments would depend on 
income earned by the Alaska Perma­
nent Fund, a savings account estab­
lished by voters In 1976 that collects 
about 10 percent of the revenue from 
oil production on slate lands. It has 
about S3 billion in It.

State officials estimated payments 
at $356 in 1983 and $247 in 1984.

One opponent. Sen. Tim Kelly, said, 
"E ver  American in the Lower 48 
Istalesl who is in a depressed zone or 
a high unemployment zone is going 
lo resent Alaska's wealth and put 
tremendous pressure on their con­
gressmen to lake that wealth from 
the state of Alaska."
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D iv id e n d
(Continued from  Page One) 

violated equal protection prov i ­
sions o f  the U. S. Constitution. V- 

"T h i s  is the v^ay w e were ce r ­
tain it would  turn o u t , "  said the 
Z obc ls  who have put up w i th '  
such local d isapp rova l  as " Z o b e l s  _ 
Drop D e a d "  bum per st icke rs ! '  •• * 

" T h e  Constitution has been 
v ind ica ted ,”  said  Zo be l .  " A l a s k a  
is part o f  the United Sta tes and 
must start acting that w a y  . . .  
H opefu lly ,  the govern or  and the 
Leg is la tu re  will rea lize  there arc 
no loopholes in the equal p r o t e c ­
tion clause o f  the U. S. Constitur 
l i o n . "  •

The case w as  appea led  to the 
U. S. jSuprem e Court a f te r  the 
A la sk a  Supreme Court ruled 
against the Z o b c ls  3 -2.

Gov. J a y  H am m ond, who  con ­
ceived ‘ he plan, said  the ruling 
w as  " b y  far and a w a y  the g rea t ­
est d isappointment to me in my 
almost 20 yea r s  in political 
o f f ic e .”

Reluctantly , H am m ond said he 
would have to go  a long with the 
" b a c k s t o p  b i l l "  passed  by the 
19S2 legislature. Under that plan, 
aw ait ing  the go v e rn o r ’s s ign a ­
ture, each resident o f  at leas: 60 
d ay s  will receive  S I ,000, p iO vided : 
p roper  app l ica t ion  has beem
m ade . - ,   ......................................... -

Writing ,o r the m a jo r ity ,  ou : 
preme Court Chief Ju s t ice  W ar -  , 
ren Burger noted: “ I f  the stales/ , 
can m ake the am ount o f  a cash 
dividend depend on length o f  

% residence, . w h a t . would  preclude ., 
v a ry in g  un ive rs ity ’ tuition., on a", 
s liding sca le  Iv  scd on yea r s  o f  
r e s id e n c e ? "  ‘ • • * v  •

He added, ^ A l a s k a ’ s reason ­
ing could open the door j o  state 
apportionm ent o f  other rights, 
benefits  and serv ices accord ing to 
length o f  residency. It would per­
mit the states lo divide citizens 
into expanding num bers  o f  per­
manent c la sse s .  Such a result vl 
w ould  be c lear ly  im p e rm is s ib le . " ! )

A lone in d issent, Ju st ice  W i l - , 
l iam  Rehnquist -  a rgued , " A l a s - 1  
k a ’s distribution o f  ( its) wealth is 
in substance no d ifferent from 
an y  other s t a t e ' s  a l location o f  
econom ic b en e f i t s . "  - •'

Under another act o f  the 1980 
A la sk a  Leg is la tu re  on e -fou rth  o f  
the revenues ga ined from oil and 
mineral leas ing  is kept in a per ­
manent fund.

T he principal o f  the fund can ­
not be spent —  only  invested —  
and o n e -h a l f  o f  the earn ings from 
the investm ents  w ere to be paid to 
cit izens in the form o f  " d i v i ­
d en d s .”

M uch o f  the wealth  comes 
from the m illions o f  barrels  o f  oil 
pum ped out o f  the frigid P ru d -  
hoe Bay oil field, north o f  the 
A rc t ic  Circle.

I ' . : * C i-f

ismmd: A l a s k a  J'
j s a s g L  • >■ i-

IS : ! 
u

invalid - •. ()
W A SH IN G T O N  -  T h e  U 

ed  S ta te s  S u p rem e  C ou r t 
v o id e d  th e  S ta te  o f  AJijska.'s p 
to  d is t r ib u te  m illio n s  of'cioilar; 
s ta te  o il rev enue  d iv id en d s  to  t 
id c n ts  b a sed  u p o n  th e ir  len g th  
lim e  a s  re s id en ts . . L

T h e  ju s tic e s  ru le d  8-1 agaii 
th e  d is t r ib u tio n  p la n  a p p ro v ed  
th e  A la sk a  L eg is la tu re  in  19 
a n d  a im ed  a t g iv ing  re s id c r 
S130 m illio n  in o il a n d  m : ter 
w e a lth  revenues.

The amount an y  one A las l  
could receive from the progra  

, w as  d i r . : t l y  related to his time ( 
residence in the s ta le  dating froi 

I statehood in 1959. A residcr   m t y y y .  A rcsi
over 18 would receive a  d ivit 
o f  S50 for each yea r  in 
state up to  a m axim um  ante 
o r  S I .050. . \

In A nchorage ,  Ron and Pa 
c ia  Z o b e l ,  two a ttorneys  v 
cam e to  A la sk a  in 1978, brou; 
suit against the plan on ground

i (Continued on "Page 9, Coiumn 3)'
.; V j  . ■ •
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Backlash Seen on Alaska Oil Plan
M / A  ~:i:

JU N EA U , A laska; Ju n e  5 (AP)-A  new  p lan  *o 
p ay  $1,000 in s ta te  oil money to  every man, 
w r a t a  and  ch ild  who has lived in Alaska a t  least 
dx m on th s  could  spu r “very adverse pub licity” in 
ess fo r tu n a te  s ta tes, according to Gov. J a y  H am ­
mond. ' . ,-r-!: : ■ > . -.

“T h a t ’s th e  negative downside" o f try ing  to 
share A laska’s oil w ealth  w ith  residents, H am ­
m ond sa id  F rid a y  a f te r th e  leg isla ture passed a  
p lan  th a t  cou ld  p u t  the p aym en ts in to  pocke ts o f 
A laskans th is  sum m er.;/ ^  -‘ v  . y ' ■■'.i ~~ •’ 

T h e  'share-the-wealth p lan  was 'app roved  
Thursday a t  th e  u rg ing o f H am m ond, who argued 
' a t  if A lask a’s  419,600‘res id en ts have a  pe rsonal 

'in  th e  s ta te ’s wealth, they  will pay closer 
tion to  how  i t  is invested . ! :

H am m ond  sa id  the re  will be an .“enorm ous 
i — Jon" for s ta te 'o ff ic ia ls  to explain th e  pro-
t'L . o th e r Am ericans, because people 'in de-

^ .

pressed 'areas o f the coun try  may feel A laskans a r e i  
flaun ting  the ir s ta te ’s wealth. \

S ta te  Sen. Bill Ray,'who voted against the plan, ! 
also said he is worried abou t a backlash. “A laska’s 
image is th a t w e’re a bunch of spend th rift, Jblu*- 
fr;;ed Arabs,” he said. . . . \

T h e  $1,000 paym ents will be made if the U.S. • 
S up rem e C ourt s tr ik es down an  existing distribtA 'j 
tion program , or if the court has no t ru led by July/
15. I f  the h igh court has no t ruled, th e  progTart 
will 'begin Ju ly  15 w ith  a four-month period 
which .A laskans m ay apply  for the  paym en^- 
T h ey  may app ly  any  tim e during th a t period, pj* -■"-•" 
in o rd e r to be eligible for th e  money, they  nKjjJ 
have been residen ts for a t  least six m on th s vpe. 
they  apply.; • • ’ ' \  a4

T h a t  m eans only people who have lived hirejjf 
ka since M ay 15 would be elig-.'.'e for th $ w  
ments.'. •« • • . •.

v ; r »» *'«

• A/YT •Equa l  Bonuses r 
For A laskans

Longl ~ie Alaska residents may de­
serve something for sticking it out, 
but it’s r.oi e.nra money, the Supreme 
Court naid last week. The Court in­
validat'd Alaska’s plan to distribute. ...... .......
its oil icvenuc windfall among 
zens on the basis of how long they 
have lived ir. the state— £50 for each, 
yea. f residence retroactive to 1959, 
whe iska became the 49th state. '

B: ' on this schedule, 23 percent
of the state’s population of 416,000 
would receive the maximum $1,050
per person. Tne p... was challenged *    ■
by a couple who rr,.. 1 to the state in
1978. -. . •••■.•■ ,

AJaska’s rationale for such a re­
ward ’’was not a legitimate state pur­
pose.” the Court said, for "if the 
states can make the amount of a cash

• . V'•.*• ■. •••• * . • .“*/*• ’ .
• ’ •  * • * ' • • •  •  . f» 'U V  ;f . • •

dividend depend on length of 
deace, what would p.-eclude varying 
university tuition on a sliding scale • 
based on years of residence, or even 
limiting access to finite public facili- . 
ties, eligibility for student loans, for 
civil service jobs or for government 
contracts by length of domicile?"

Alaska now plans to grant $1,000 to 
anyone who has lived in the state at 
least six months, with no distinctions 
based on age or state scmority. .... • ^.-v. .

HOSTOK'. MASS. 
HERALD AMERICA
D. ,'225,000 S. 274,520

V7ii'
JU N E A U ,  A la s k a  (AP) —  E v e ry  

m an , w o m an  a n d  ch ild  w ho  h a s  liv ed  
in A la s k a  f o r  s ix  m o n th s  cou ld  p o c k e t  
$1,000 in  c a sh  th i s  s u m m e r  u n d e r  a 
n ew  p la n  a im e d  a t  s h a r i n g  th e  s t a t e ' s  
oil w e a l th  w i th  i ts  r e s id e n ts .

U n d e r  th e  p la n , a p p ro v e d  by  th e  
s t a t e  L e g is l a tu r e  on  T h u rsd a y ,  $415 
m illio n  in p a y m e n t s  cou ld  be m a ile d  
o u t  b e g in n in g  in  m id- A ugu s t.

T h e  s t a t e  h a s  a  p o p u l a t i o n  o f  
419,600, b u t  o f f ic ia l s  s a y  som e  r e s i ­
d e n t s  w ill b e  in e l ig ib le  a n d  som e  p ro b ­
a b ly  w o n ’t  fill o u t  a p p l ic a t io n s .

A p r o g r a m  e n a c te d  tw o  y e a r s  a g o  
c a lle d  f o r  a n n u a l  p a y m e n t s  to  r e s i ­
d e n t s  o f  $50 f o r  e a c h  y e a r  th e y  h a d  
l iv e d  in  A la s k a  s in c e  s t a t e h o o d  'in  

.1959. .> • • • ■. .’ •
B u t  an. A n c h o r a g e  coup le , Ron a n d  

P a t r i c i a  )bel, f i le d  s u i t  on  g ro u n d s  
t h a t  t h e  p r o g r a m  d i s c r im i n a t e d  
a g a i n s t  n e w c o m e r s .  T h e  s t a t e  S u ­
p r e m e  C o u r t  r e j e c t e d  t h e i r  a r g u ­
m e n ts ,  a n d  th e y  h a v e  a p p e a le d  to  th e  
U .S. S u p r e m e  Court.-

F a c e d  w i th  th e  d e la y  c au se d  b y  th e  
s u i t ,  th e  s t a t e  L e g is l a tu r e  on T h u r s ­
d a y  a p p ro v e d  Gov. J a y  H a m m o n d ’s 
" b a c k s to p "  p ro g r a m  to  ta k e  e f f e c t  i f  
th e  U .S. S u p re m e  C o u r t  s t r ik e s  d ow n  
th e  f i r s t  p la n  o r  i f  i t  fa i ls  to  ru le  by 
J u ly  15, a n  a r b i t r a r y  d e a d l in e .

T h e  b a c k s to p  p la n  c a l ls  f o r  th e  
$1,000 p a y m e n t s  th i s  y e a r  a n d  f u t u r e  
a n n u a l  p a y m e n t s  to  a ll A la s k a n s  r e ­
g a rd le s s  o f l e n g th  o f  re s id e n c y .



I $1,000 Checks 
Fail to Make Alaskans Happy

‘ L w  ,1 * * ** urrrL *'“1̂  11 L
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By Jay  M ethew s
'X-y. ■ •' WutimstonPosiSuifwnur "
"■•ANCHORAGE, A la sk a- O n  th is  

^ n o r th e rn m o s t  fron tie r o f Am erican 
poE tical science, a s ta te  governm ent 
has decided  to  see i f  m oney really 

“ will buy  happiness. 1
Y.'.One thou sand  do lla r checks have 
been  going o u t for a m on th  to every 
m an, w om an and  child  in th is  oil- 

. r i ch s ta te . So far few o f th e  rec ip i­
en ts have even bo th e red  to  say  

.l th a n k  you. . >V: •:••;- « .
;■ a lm o st feel th a t  I ’m  on welfare,” 

g rum b led  Ron Moore, a 36-year-old
rea lto r' from  Soldotna. " I ’ve lived h a rbo rs  or any  o f the o th e r pork b a r - 
Here 30 years and  I d o n ’t  see why I V. tel p ro jects W ash ing ton  is fam iliar

•should rely on' th e  s ta te  for subsis- 
' tence.” T h e  giveaway “was very  p o o r­

ly p lanned," said K a th y  P o tte r, an 
office supp ly  sales superv iso r here  
iwho p lan s to  buy d rapes w ith  her

LK "-L.} :•»••

w ith , b u t w ith  b lue and  yellow 
checks in s tan tly  cashab le  a t  any 

-bank.. T h ey  a re 'c a lle d  “pe rm anen t 
■ fund  d iv idends" and  A laska’s  expe- 
».'’• See CHECKS, A4, Col. 1

money. “T h e re  should  have been a  
b e tte r way to d o  i t ”

In  th e  s ta te  R evenue D ep a rtm en t 
a t  Ju n eau , Colleen B rown repo rted  
th e  givers a re  n o t b lessed by  the  re ­
ceivers, who on ly  call to  com plain if 
th e ir checks have n o t arrived. “W e 
have received en raged  and  ira te  calls 
from  ju s t  a b o u t everybody," Brown 
said . .“You’ve neve r seen  so m any 
g ieedy  people in  you r life." • . <  .• 
-• So  go d ie  early  d ay s o f A laska’s  
revo lu tionary  schem e to  sh a re  its oil 
.taxes and  royalties w ith  its people, 
•not th rough  ivew roads o r d eep e r .



T H E  W A SH IN G TO N  PO ST

.• '  have  benefited  from the  giveaway, in te re s t on the fund. •; •.
though  in som e cases not for lack o f "H am m o n d  w an ts to  give away 
try ing. „ . even more. H e has a rgued  th a t  ail o f
• T h e  F a irb ank s Env ironm en ta l th e  oil money, now  ab ou t S4 billion a
C en te r a sked  its  m em bers some tim e year, o u g h t to go in to  th e  p e rm anen t
ago to  d o n a te  all o r p a r t  o f . th e ir . ; ' f u n d . .  H e  said peop le o ugh t to  be 
checks to th e  center, b u t so far few er paid- from  th e  ^ in te re s t  ‘ and  .the 
th a n  10 co n tribu tion s have come in .'."/ am oun t o f th e ir . c h eck s^  reduced 
T h e  U n ive rsity  of A laska Foun'da- ’ w henever s ta te  rep resen ta tiv e s  voted
tion  e s tim a ted  i t  has received be- . fo r a large pork ba rre l p ro ject th a t  !
tw een  15 and  20 d iv idend  checks. ■* d ra in ed  money from  the  fund. Since

In s tead , w ith  each check in th e  th e  s ta te  income tax  has been nhn]- 1



;s isla tu re  decided to  go ah ead  and  give 
• ' the sam e am oun t to everyone who

V had been in th e  s ta te  a t  lea s t sis 
months;- adding, th e  d iv idends th a t 
.had n o t been paid  since 1980..T h a t 
b ro u g h t the p aym en t for everyone 

£ . th i s  year up  to  81,000. *>-} -7.
Hon Zobel said th a t  like m any  of 

Syhifl' fellow A laskans he was never 
'-very h appy  w ith  th e  idea o f th e  gov­
't-em inent giving aw ay cash.' B u t now 
id h a t  th e  checks are  arriv ing, th e  h a te  
•'•mail and th re a ten in g  phone calls 
..•that accom panied his o rig inal s u it  
>.bave tap e red  off. T h e  checks com ing 
-.to iiimself, h is wife, and  th e ir  15- 
month-old son will be invested  in 
A laska-oriented stock, h e  said.
'  P o litic ians here  worry ab ou t w hat 

th e  giveaway will do  to  th e  sta te's 
re la tionsh ip  w ith  the lower 48 states. 
T h e y  say they  fear a mass inflow  of 
Am erican jobless, a lready  a p roblem  
because o f the w idespread and  som e­
w h a t erroneous im pression ' th a t 
A laska is full of job  opportun ities.

U nder th e  cu rren t plan, A laskans 
will each ge t 9350 in 1983, $??' in 
1984, and then  th e  annua l p aym en ts 

V  "A; will begin increasing again  a t  an  un- 
j.vjj/ known ra te . N early  every po litic ian  

>n the  s ta te  expects the leg isla tu re to 
change the  p lan  in some w ay nex t 
year. B u t th e  R evenue D epartm en t's  

P  Brown said, ^They  m ay find i t  very
V 1 h a rd  to  ge t "people to  give up" the
\ ‘ yearly  d ividend, no m a tie r how  un*
. J gTateful m ost have seem ed for the
■ money. ^
\ T h e  checks have allowed a num-
• b e r o f peo.'le to  realize old dream s. 

Brown snia h e r office received a le t­
te r from  an e lderly  E sk im o m an liv­
ing in one o f the co ldest regions of 
th e  s ta te ’s n o rth e rn  bush. “A fter 
thank ing  us profusely," B rown said, 
“H e said th a t  he was going to  use th e  
m oney to  buy a re frigera to r. I d o n ’t  

•‘•Vf know if he was ribb ing us o r not."



isla tu re decided to  go ahead  an d  give 
• the same am oun t to everyone who 
: K h ad  been in "the s ta te  a t le a s t s ir  j 
.•> months;, adding, the d iv idends th a t 

h ad  no t been  pa id  since 1980,.Thflt 
.'j,. b ro ugh t th e  p aym en t for everyone 
£ . t h i s  year up  to  $1,000.
/ iv-.Ron Zobel said th a t  like m any  of 
b 'h is ' fellow A laskans he was never 
.ty e ry  h appy  w ith  th e  idea of th e  gov- 
•vem m ent giving away cash ; B u t now  
j' th a t  th e  checks are arriving, th e  h a te  
-mail and  th re a ten in g  phone calls 
- th a t accom pan ied  his orig inal s u i t  
r have tap e red  off. T h e  checks com ing 
-to himself, h is wife, an d  th e ir l b  
month-old son will be invested in 
A laska-oriented stock, he said.

’ ’’  Po litic ians here worry ab ou t w ha t 
th e  giveaway will do to th e  sta te 's 
re la tionsh ip  w ith th e  lower 48 sta tes. 
T h ey  say they  fear a mass inflow of 
A m erican jobless, a lready a p roblem  
because o f the w idespread and  som e­
w h a t erroneous im pression "  th a t  
A laska is full of job  o p p o r tu n i tie s . '
'■ U nder th e  a m e n t  plan, A laskans 

will each get $350 in 1983, $250 in 
1984, and then  the annua l paym en ts 

•jt will begin increasing again a t an un-
known rate. N early  every politicia ■. 
in th e  s ta te  expects the leg isla ture to 

^ change th e  p lan in some w ay nex t
y year. B u t th e  Revenue D epartm en t's
1 B rown said, “T hey  may find it very
i ( h a rd  to  get ’people to  give up" the
\ ' yearly  d ividend, no m a tte r how  un-
; j g ra te fu l m ost have seem ed for the
■ money. . .
\  T h e  checks have allowed a num-
’ ber o f people to  realize old dr.-ams, 

B rown said h e r office re< eived a le t­
te r from  an  e lderly  E skim o m an  liv­
ing in one of the co ldest regions of 
the  s ta te 's  n o rth e rn  bush. “A fter 
th ank ing  us p ro fuseh  ’ Brown said, 
“He sa id  th a t  he was going to use the 
money to  buy a refrigera to r. I don 't 

:V • know if he was ribb ing  us o r not."



W R I T T E N  T E S T I M O N Y  BY S E N ATOR FE RGUSCN 

P R E S ENTED TO H O U S E  F I N A N C E  AND 

STATE A F F A I R S  COMMITTEES 

C O N C E R N I N G  HOUSE B I L L  85 AND HOUSE BILL 11

T H E S E  BILLS WILL E L I M I N A T E  T H E  P E R M AN ENT FUND 

D I V I D E N D  PAYMENTS. 7. H A V E  C O N C E R N S  O V E R  H O W  THE 

FUND EARNINGS W I L L  BE D I S T R I B U T E D  IF T H E  D I V I D E N D  

P A Y MENTS ARE REPEALED.

T H E  INTENT OF THE P E R M A N E N T  FUND D I V I D E N D  LAW 

WAS A N D  CO NTINUES TO BE D I S T R I B U T I O N  OF I NDIVID UAL 

. 7: ■■■'. YMENTS TO A L L  R E S I D E N T S  OF A L A S K A . THE

A D M I N I S T R A T I O N  HAS D E S I G N E D  P R O P O S A L S’ TO U S E  THE 

P E R M A N E N T  FUND EARNINGS. THE A T T O R N E Y  G E N E R A L’S 

O F F I C E  HAS A T T E M P T E D  TO J U S T I F Y  THE 

A D M I N I S T R A T I O N ' S  P R O P OSALS BY I NDICA T I N G  THE VOT ER 

A P P R O V E D  SPENDING L I M I T  E X C L U D E D  PERMA NENT FUND 

D I V I D E N D S  AND THAT  D I V I D E N D S  M E A N  SOMETHING O THER



A D M I N I S T R A T I O N ' .. P ROPOSALS '-'ILL N O T  G I V E  DIVIDEND 

TO I N D I V I D U A L S  T H R O U G H  C A S H  PAYMENTS. L EGI SLATIVE 

INTENT OF THE L A W  CANNOT 3 E  C H A N G E D  THROUGH 

P E R S U A S I O N  O R  A N Y  OTHER MEANS. A S K  A N Y  A L A S K A N  

W H A T  THE D I V I D E N D  P A Y M E N T  K EANS TO T H E M  AND THE" 

W I L L  TELL Y O U  INDIVIDUAL  CASH P AYMENTS. OTHERWISE, 

WHY H A V E  T H E Y  F I L L E D  OUT FORMS FOR THE  LAST THREE 

YEARS TO R E C E I V E  THE PAYMENTS.

THE S P E N D I N G  LIMIT A P P R O V E D  BY T H E  VOTERS IN 

THE N O V E M B E R  2, 1983 ELECTI ON H A L  S EVEN EXCEPTIONS.

• ONLY S E V E N  SPECIFIC  ITEMS A R E  RESTR I C T E D  FROM 

THE S P E N D I N G  LIMIT.

1. A N  A P P R O P R I A T I O N  FOR A L A S K A  PERMANENT 

FUND DIVIDENDS;

2. AN A P P R O P R I A T I O N  O F  REVENUE BOND 

PROCEEDS;



3. A N  A P P R O P R I A T I O N  TO PAY P R I N C I P A L  AND 

I N T E REST ON STATE GENERAL O B L I G A T I O N  BONDS;

4. A N  A P P R O P R I A T I O N  OF M O N E Y  R E C E I V E D  F R O M  

N O N - S T A T E  SOURCES IN TRUST FOR S P E C I F I C  PURPOSES;

5. A N  A P P R O P R I A T I O N  TO THE A L A S K A  P E R M ANENT

FUND;

6. A N  A P P R O P R I A T I O N  FOR C A P I T A L  PROJECTS IF 

THE A P P R O P R I A T I O N S  BILL IS C O N F I N E D  TO PROJECTS O F  

THE SAME TYPE;

7. A N  A P P R O P R I A T I O N  TO M E E T  A  STATE OF 

DISASTER.

"THE E F F E C T  OF R E P E A L I N G  THE D I V I D E N D  PROGRAM 

W I L L  BE T H A T  A N O T H E R  P R O G R A M  W I L L  BE O F FE RED TO 

TAKE TTS P L A C E  IN ORDER TO R E T U R N  SOME OF THU 

EARNIN GS B A C K  TO T H E  PEOPLE.

W H E N  T H E  EARNINGS F R O M  T H E  D I V I D E N D  FUND' 

E XCEED THE A M O U N T  T H A T  CAN BE E X P E N D E D  F O R  CAPITAL
i

AND O P E R A T I N G  ITEMS U N D E R  THE V O T E R  A P P ROVED



S P E N D I N G  LIMIT, T H E N - T H A T  EXCESS A M O U N T  OF REV ENUES 

A V A I L A B L E  FOR A P P R O P R I A T I O N  MUST GO BACK TC- A  VOTE 

OF T H E  PEOPLE.

A L L  O P E R A T I N G  A N D  C A PITA L B U D G E T  ITEMS ARE 

I N C L U D E D  W I T H I N  THE S P E N D I N G  LIMITATION.

TH E  T E R M  " P E R M A N E N T  FUND DIVIDEND" WAS 

I N C L U D E D  W I T H I N  THE T E X T  OF T H E  C O N S T I T U T I O N A L  

AM E N D M E N T ,  AND WAS USED TO COVER T H E  P E R M ANENT FUND 

D I V I D E N D  P A Y M E N T S  PROGRAM.

IF T H E  D I V I D E N D  P A Y M E N T  P R O G R A M  IS REPEALED, 

T H E N  T H E  E A R N I N G S  F R O M  THE P E R M A N E N T  FUND CAN ONLY 

BE U S E D  FOR:

1. F U R T H E R  C A P I T A L I Z A T I O N  O F  THE FUND; O R

2. T R A N S M I T T A L  OF EARNIN GS TO THE G E N E R A L  

F U N D , W H I C H  IS T H E N  GOVERNED BY THE SPENDING 

LIMITATION.



A R G U M E N T S  AND O P I N I O N S  TO DA TE INDICATE T H A T  

THE L E G I S L A T U R E  CAN M A K E  D I R E C T  APPROP R I A T I O N S  F R O M  

THE E A R N I N G S  FROM T H E  P E R M A N E N T  FUND FOR SPECIFIC 

O P E R A T I N G  OR C A P I T A L  PURPOSES, T H E N  T H ESE 

E X P E N D I T U R E S  W O U L D  F A L L  W I T H I N  THE SPENDING LIMIT. 

TO I N D I C A T E  O T H E R W I S E  W O U L D  BE A CIRCU M V E N T I O N  OF 

THE C O N S T I T U T I O N A L  L I M I T A T I O N  AND THE V O T E  OF THE 

PEOPLE.
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DEPARTM ENT OF LAW
POUCH K - STATE CAPfTOL JUNEAU -At  A  c k /  q o o « « 

OFF/CE OF THE ATTORNEY GENERAL PHONE: (907) 46S&00

February 7, 1983

G e n e  Dusek, Director of Budget 
Off i c e  o f  M a n a g e m e n t  & Budget 
P o u c h  A M  .
Juneau, A K  99811 •

Re: Appropriation, l i m i t
questions
Our file: 3 6 6 - 3 7 4 - 8 3

D e a r  Mr. Dusek:

You have asked for our opinion conc e r n i n g  i s s u e s  r e l a t­

ing to the a p propriation limit imposed by A l a s k a  C o n s t i t u t i o n ,  

article IX, section 16. These issues are as follows:

(J) Are appropriations to reimburse a. m u n i c i p a l i t y  f o r  

p a y m e n t  of the p r i ncipal and interest on g e n e r a l  o b l i g a t i o n

1 . -I.-Jjl •*.- - - r t ~ ***+  ’ •• ***»' ' . * *.. . w .
‘ school construction bo n d s  subject: to the a p p r o p r i a t i o n  l i m­

it? W e  b e l i e v e  they are n o t *

(2) If the p e r m a n e n t  fund dividend l a w  <AS 43. 2 3 )  is 

a m e n d e d  or r e p ealed and a n o ther plan for the d i s t r i b u t i o n  o f  

p e r manent fund i n n m e  is enacted, w i l l  a p p r o p r i a t i o n s  t o  

f i n a n c e  the n e w  d i s t r i b u t i o n  p r o gram be i n c l u d e d  i n  the a p ­

pr o p r i a t i o n  limit or w i l l  those a p p r o p r i a t i o n s  b e  o u t s i d e  

the limit? Generally, w e  bexieve that o t h e r  d i s t r i b u t i o n  

plans could q u a l i f y - as dividends!' H o w e v e r c e r t a i n  l i m i t a­

tions should b e  o b s e r v e d  to m a k e  sure that t h e  n e w  p l a n  s a­

tisfies the intent o f  the appropriation limit.

(3) H o w  will the appropr i a t i o n  limit b e  i m p l e m e n t e d  if
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antic i p a t e d  state ^revenues' afe'“less_. t h a n’ t h e  l i m i t  f o r  a 

fiscal year? we assume that the a p p r o p r i a t i o n  l i m i t  w i l l  b e  ;

^applied w i t h  .common sense, to empower t h e  l e g i s l a t u r e  to act' 

^without’ r e g a r d  to' a l l o c a t i o n s i m p o s e d  b y  t h e  a p p r o p r i a t i o n  i
—  - w  •••   • f   V. .• ...... • • ... .... .

•limit w h e n  e c o nomic conditions deplete the s t a t e  treasury..'

(4) fHow. w i l l  m u l t i - y e a r  a p p r o p r i a t i o n s  b e  c o u n t e d - f o r
   • • rZ\ >. • .

N jgy-— ■ j, •• x>

purposes of the appropr i a t i o n  limit? W e  b e l i e v e  a  m u l t i­

year a p p r o p r i a t i o n  will be counted a g a i n s t  the a p p r o p r i a t i o n  

■ limit for the first year in w h i c h  it could b e  ex p e n d e d .

(5) What' is the definition o f  "capital* p r o j e c t 1.' as 

that term is u s e d  in the appropriation limit? T h e r e  is rsome
V ; r >

h i s t o r y  w h i c h  rsuppo ts .a -liberal i n t e r p r e t a t i o n  of t h e  term

. ■ . .     -  —•*£*
"capital project."

I. B A C K G R O U N D
m

The appropr i a t i o n  limit, A l a s k a  Const, art. IX, sec.

16, was d r a fted during a period of a n t i c i p a t e d  h i g h  r e v e n u e  

yields f r o n  oil and gas production. In June. 1981, the A l a s k a  D e­

part m e n t  o f  R e v enue forecast that the state w o u l d  e a r n  a p p r o x i­

ma t e l y  $4,895,3 0 0 , 0 0 0  during FY 82. Reve n u e  S o u r c e s . A l a s k a  D e ­

part m e n t  o f  Reve n u e  (June 1981). That f o r e c a s t  d i d  n o t  i n c l u d e
{C

the reve n u e  de d i c a t e d  to the Ala s k a  p e r m a n e n t  f u n d  u n d e r  A S  37.-

13.010.V- The revenue actually earned by the st a t e  d u r i n g  FY 82 A  '

less the p e r m a n e n t  fund contribution, was $ 4 , 1 0 8 , 4 0 0 , 0 0 0 .  Reve-

----------



n u e  S o u r c e s . A l a s k a  Department of Revenue (Jan. 1983). T h e  l e g­

isla t u r e  h a d  ex h i b i t e d  a p r o clivity for a p p r o p r i a t i n g  a l l  a v a i l­

able r e v e n u e  a n d  more. 1/ Former. G o v ernor J a y  S. H a m m o n d  i n t r o ­

duc e d  S J R  4 during the first session of the T w e l f t h  A l a s k a  L e g i s -
• •

lature. However, the legislature failed to en a c t  a  v e r s i o n  o f  

S J R  4 during the first r e g ular session and on J u n e  25, 1981, G o v -  

e m o r  H a m m o n d  called a special session of the l e g i s l a t u r e  to c o n­

sider S J R  4. In his address to the legislature, G o v e r n o r  H a m m o n d  

ci t e d  the f o l lowing circumstances w h i c h  r e q u i r e d  the er a c t m e n t  o f  

S J R  4:

(1) the FY 82 operating budget i n c r e a s e d  32 p e r c e n t  

over the FY 81 operating budget;

(2) the F Y  82 capital budget i n c r e a s e d  127 p e r c e n t  

over the FY 81 capital budget; and,

(3) for FY 82, the legislature a p p r o p r i a t e d  an a m o u n t  

equal to 59 percent of the total spent for c a p i t a l  p r o j e c t s  

since statehood. 1981 S. Jour., FSS Jour. Supp. No. 1, p .  3.

A  second free conference committee (FCC) i n i t i a l l y  a p ­

poi n t e d  during the regular session met to continue c o n s i d e r a t i o n  

of S J R  4 during the special session. 1981 S. Jour., p. 1744, A
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1/ The $1.8 b i l l i o n  contribution to the A l a s k a  p e r m a n e n t  f u n d  
Tsec. 2, ch. 61, SLA 1981 as amended by sec. 68, ch. 92, S L A  1981 
and sec'.’ 16, ch. 101, SLA 1982) is a c o ntinuing o p e r a t i n g  a p p r o­

p r i a t i o n  w h i c h  literally causes total u n o b l i g a t e d  a p p r o p r i a t i o n s "  
to txce e d  a v a ilable state revenues for each fiscal, y e a r  s i n c e  e n ­
actment. —  '



t r a n s c r i p t  of the o p e n  m e e tings of the FCC e x i s t s  a n d  f o r m s  a 

p a r t  of the h i s t o r y  of the appropriation a m e n d m e n t  (the t r a n­

script). However, evident.,from r e v i e w  o f  t h e  t r a n s c r i p t

S a g T o t h e r  _disjcussionsT; c o n c e r n i n g t h e  int e n t  o f  _ t h e  a m e n d m e n t

w e r e -" c o n d u c t e d  outside" of o p e n  committee m e e t i n g s .. W h i l e  t h e• --- — - *    *•> — • •• •* - • . W

. t r a n s c r i p t  is helpful, it "presents on^y a p a r t i a l  r e c o r d  o f  t h e  • 

" deliberations of the drafters of the amendment.

The FCC p u r p o r t e d  to adopt a letter of i n t e n t  to a c c o m­

p a n y  its report to the h o u s e  and senate. 1981 S. J o u r * , FSS, p.

5. However, the letter of intent is not set out in the j o u r n a l .

A  search of tne b i l l  files of the D e p a r t m e n t  o f  L a w  y i e l d e d  a

c o p y  of the m i s s i n g  letter o f  intent. See Ex. 1.

The campaigns for and agaii. "t a d o p t i o n  of t h e  a p p r o p r i­

at i o n  limit be g a n  in September of 1982. The A n c h o r a g e  D a i l y  N e w s  

c r i t i c i z e d  the p r o p o s e d  amendment for the f o l l o w i n g  r e a s o n s :
m

(1) the ceiling is too high, r e v e n u e s  w i l l  e x c e e d  the 

limit onlv once before the year 2000; and

(2) the o n e - t h i r d  reservation for c a p i t a l  p r o j e c t s  a n d  

loan appropriations w a s  included b e c a u s e  the l e g i s l a t u r e  

" f a i l e d  to make the distinction b e t w e e n  a w i s e  p u b l i c  a g e n d a

—  on w h i c h  capital projects and loans s u r e l y  w o u l d  a p p e a r

—  a n d  an effec t i v e l y  timeless state c o n s t i t u t i o n  —  i n  

w h i c h  no such spending demands should be di c t a t e d .

A n c h o r a g e  Daily News, Sept. 3, 1982, at A 1 4 , " o p i n i o n . " T h e
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D a i l y  News b a s e d  its o p i n i o n  concerning r e v e n u e  iforecasts o n  a 

re p o r t  m a d e  p u b l i c  b y  the legislative f i n a n c e  d i v i s i o n  r f  the 

L e g i s l a t i v e  B u d g e t  and A u d i t  Committee. A n c h o r a g e  D a i l y  News,'

Sept. 2, 1982, at 1. On S e p tember 17, 1982, t h e  D a i l y  N e w s  u r g e d  

G o v e r n o r  H a m m o n d  to oppose the adoption o f  the a p p r o p r i a t i o n  l i m­

it. The A n c h o r a g e  Times b a s i c a l l y  took n o  p o s i t i o n  o n  the a m e n d - 

ment. However, on O c t o b e r  19, 1982, the T i m e s  r e p o r t e d  the r e­

sults of a poll sp o n s o r e d  b y  supporters of the a m e n d m e n t .  The 

poll, conducted the w e e k  o f  September 16-23, 1982, s h o w e d  that 

the amendment was r e c o g n i z e d  and f a v ored b y  t h e  p u b l i c  as a 

" s p ending limit." The pollsters asked if the r e s p o n d e n t s  h a d  

h e a r d  of the p r o p o s e d  a m e ndment to the state c o n s t i t u t i o n  w h i c h  

sets a limit on increases on state appr o p r i a t i o n s .  B y  a thr e e -  

to-one margin, respondents said they w e r e  n o t  f a m i l i a r  w i t h  the 

a m e n d m e n t  w h e n  it was detcr5.bed as an "appropriation, l i m i t . "  A n ­

chorage Times, Oct. 19, 1982, at A - 4 . On O c t o b e r  26, 1982, the 

J u n e a u  Empire editori a l i z e d  in favor of a d o p t i o n  o f  the a m e n d­

ment. J u n e a u  Empire, Oct. 26, 1982, at 4.

During the w e e k  of October 24, 1982, t h e  m a j o r  d a i l i e s 

o f  the state p u b l i s h e d  articles on the amen d m e n t .  G o v e r n o r  H a m­

m o n d  r e c e i v e d  coverage in m o s t  of those s t o r i e s  b y  s a y i n g  "It
/?

[the a d o ption of the appropr i a t i o n  limit] m a y  b e  o u r  last c h a n c e  *  
to control the j u g g e r n a u t  w h i c h  otherwise w i l l  l i k e l y  c r u s h  us »\ '• 

into b a n k r u p t c y . 11 A n c h o r a g e  Daily News, Oct. 29, 1982 at B3

’  A c
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O n  Sunday, O c t ober 31, 1982, the D a i l y  News in its f o r u m  section, 

p u b l i s h e d  a n  article by Governor H a m m o n d  in w h i c h  h e  a g a i n  s t r o n g­

ly a d v o c a t e d  a d o ption o f  the a m e n d m e n t  b e c a u s e  r e v e n u e  p r o j e c­

tions a n d  the growing v u l n e r a b i l i t y  of the p e r m a n e n t  f u n d  c o m­

p e l l e d  h i m  to p l e a d  for the support of the people,. A n c h o r a g e  

D a i l y  News, Oct. 31, 1982, at K3. O n  the p r e c e d i n g  Friday, the 

D a i l y  News quot e d  P j v e m o r  H a m m o n d  as follows: " D o n ' t  let a n y o n e

tell y o u  that pass a g e  of P r o p o s i t i o n  4 w o n ' t  l i m i t  s p e n d i n g . "  

Under r e c e n t l y  revi s e d  revenue estimates, p a s s a g e  o f  the b a l l o t  

issue w o u l d  bar the legislature f r o m  a p p r o p r i a t i n g  b e t w e e n  $80 

m i l l i o n  a n d  $380 m i l l i o n  in fiscal 1984 alone. A n c h o r a g e  D a i l y  

News, Oct. 29, 1982, at B3. .

A t  the 1982 general election, the v o t e r s  a p p r o v e d  the 

a d o p t i o n  o f  SJR 4 by a vote of 110,669 f o r  the a m e n d m e n t  a n d  

70,831 o p p o s e d  to the amendment, State of A l a s k a  O f f i c i a l  

Returns b y  E l e c t i o n  Precinct General E l e ction Nov. 2, 1982, Div. 

of Elections, Office of the Governor.

II. EXC E P T I O N S  F R O M  THE LIMIT

The appropr i a t i o n  limit contains s e v e n  e x p r e s s  e x c e p­

tions. F i v e  of those exceptions are for a p p r o p r i a t i o n s  w h i c h  a r e  

c o m p l e t e l y  outside the limit and do not r e q u i r e  v o t e r  approval. < 

T h e y  include:

(1) an a p propriation for A l a s k a  p e r m a n e n t  fund div i -
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dends;

(2) an ap p r o p r i a t i o n  of revenue b o n d  p r o c e e d s ;

(3) an ap p r o p r i a t i o n  to p a y  pri n c i p a l  a n d  i n t e r e s t ,  o n  

g e n e r a l  obl i g a t i o n  bonds;

(4) an a p p r o p r i a t i o n  o f  m o n e y  r e c e i v e d  f r o m  n o n s t a t e  

sources in trust fo- a specific purpose, i n c l u d i n g  r e v e n u e s  

of a publ i c  corporation that issues revenue bon d s ;  a n d

(5) an a p p r o p r i a t i o n  to meet a state o f  d i s a s t e r  d e ­

clared by the governor.

Y o u  h a v e  r e q u e s t e d  our int e r p r e t a t i o n  of exceptions (1) a n d  (3) 

set out above.

A. A l a s k a  P e r manent Fund Dividend E x c e p t i o n "

The a p propriation limit provides: "Except: f o r  a p p r o­

pri a t i o n s  for A l a s k a  permanent fund dividends .. . a p p r o p r i a t i o n s  

f r o m  the state treasury m a d e  for a fiscal year s h a l l  n o t  e x c e e d  

$ 2 , 5 0 0 , 0 0 0 , 0 0 0 . . . . "  A  question obviously aris e s  as to w h e t h e r  

" A l a s k a  p e r m a n e n t  fund dividends" means only tho s e  c a s h  p a y m e n t s  

p r o v i d e d  to individuals un d e r  AS 43.23 or if the w o r d  " d i v i d e n d "  

e n c o m p a s s e s  other concepts for the distribution o f  i n c o m e  e a r n e d  

b y  the A l a s k a  p e r manent fund.

W e  believe the answer" to your q u e s t i o n  c o n c e r n i n g  a p ­

pro p r i a t i o n s  for permanent fund dividends depends o n  w h e t h e r  t h e  

e x ceptions w i l l  be construed strictly or libe r a l l y .  U s u a l l y ,



p r o v i s i o n s  in a state constitution are construed l i b e r a l l y  u s i n g

the same rules of c o n s t r u c t i o n  prescribed for ot h e r  laws V i t h  r e -
   ♦

vgard g i v e n  to the b r o a d e r  object a n d  scope of the c o n s t i t u t i o n  as 

a charter of p o p u l a r  government. Eghert v. D u n s e i t h . 24 N . W . 2 d  

907 (N.D. 1946); 168 A.L.R. 621. Professor S u t h e r l a n d  e x p l a i n s  

the m o d e r n  v i e w  for construing express exceptions as follows:

The older rule strictly interpreted b o t h  e x­
ceptions a n d  provisos b u t  today the p r e v a i l i n g  
v i e w  favors determining the effects o f  such p r o v i­
sions a c c ording to the usual criteria of d e c i s i o n  
applicable to other kinds of p r o visions as w e l l  
without the use of any artificial p r e s u m p t i o n s  to 
the effect that qualifying language s h o u l d  be 
strictly construed.

S U T HERLAND STATUTORY CONSTRUCTION § 47.11 (4th ed. 1 9 7 4 ) ( f o o t­

not e s  o m i t t e d ) . The FCC did not express an intent to l i m i t  this 

ex c e p t i o n  to only a p propriations to finance cash p a y m e n t s  to i n­

dividuals under AS 43.23.:-nrrtrf* .

The appropr i a t i o n  limit m u s t  be i n t e r p r e t e d  c o n s i s t e n t -
m

:ly w i t h  the p e r m a n e n t  fund amendment contain;-1 in a r t i c l e  IX, 

s e c t i o n  15. Section 15 provides that the l e g isxature m a y  d i s p o s e  

o f  the income of the A l a s k a  permanent fund "as p r o v i d e d  b y  la w . "  

E a c h  legislature m a y  reexamine existing law a n d  e n a c t  d i f f e r e n t  

laws p r o viding for the use of income earned by the A l a s k a  p e r m a n­

ent fund. 'If section 16 w e r e  interpreted so that t h e  e x c e p t i o n  

tc p e r manent fund dividends applied only to a p p r o p r i a t i o n s  to f i­

na n c e  ca^h dividends u n d e r  AS 43.23, the l e g islature w o u l d  e s s e n­

t i a l l y  be denied the flexibility to adjust to c h a n g i n g  p h i l o s o -
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,vphies. con c e r n i n g  the p r o p r i e t y  of m a k i n g  c a s h  p a y m e n t s  d i r e c t l y  

to residents w h i c h  section 15 e x p ressly r e s e r v e s  to it. 2/ In 

interp r e t i n g  and a p p l y i n g ,the constitution, it m u s t  b e  r e m e m b e r e d  

that the c o n s t i t u t i o n  is n o t  a lifeless o r  static i n s t r u m e n t  

w h o s e  i n t e r p r e t a t i o n  is confined to conditions a n d  o u t l o o k s  w h i c h  

p r e v a i l e d  at the time of its adoption. Yakus v. U n i t e d  S t a t e s . 

321 U.S. 414 (1944); W a r w i c k  v. S t a t e , 548 P . 2 d  384 ( A l a s k a

1976).

The w o r d  "dividend" has no p r e c i s e  legal m e a n i n g .  

Trustees o f  U n i v e r s i t y  v. North Carolina R. C o ., 13 W O R D S  A N D

PHRASES 107 (Permanent ed.); 22 Am. Rep. 671. W e b s t e r  d e f i n e s  

"dividend" as follows: "an individual share o f  s o m e t h i n g  d i s t r i­

bu t e d  am o n g  a n u m b e r  of recipients." W e  are n o t  a w a r e  o f  a n y  

legal pri n c i p l e  w h i c h  would preclude the c h a r a c t e r i z a t i o n  o f  o t h ­

er distri b u t i o n  p r o grams as "dividends." Rather, the w o r d s  u s e d

2/ The T h i r t e e n t h  Legislature m a y  reje c t  d i r e c t  c a s h  d i s t r i b u­
tion in favor of a plan w h i c h  it determines w i l l  p r o m o t e  p u b l i c  
purposes m o r e  effectively. During the p e r i o d  of c o n s i d e r a t i o n  
a n d  adoption of the a p p ropriation limit, the p e r m a n e n t  f u n d  d i v i ­
dend law w a s  u n d e r g o i n g  considerable s c r u t i n y  a n d  c h a n g e  by b o t h  
the legislature a n d  the courts. The l e g i s l a t u r e  a d o p t e d  the p r o ­
pos e d  a p p r o p r i a t i o n  limit amendment on J u l y  15, 1981. A t  t h a t  
time the q u e s t i o n  of the constit u t i o n a l i t y  of t h e  p e r m a n e n t  f u n d  
d i v i d e n d  p r o g r a m  as it was then structured w a s  on a p p e a l  to t h e  
U n i t e d  States Supreme Court. On June 14, 1982, the U n i t e d  S t a t e s  
Supreme Court issu e d  an opinion w h i c h  f b u n d  the m e t h o d  e s t a b -  *  
lisned for determining the amount of dividends u n d e r  that p r o g r a m  
v o i d  b e c a u s e  the m e t h o d  promoted d i s c r i m i n a t i o n  b a s e d  on l e n g t h  A  ' 
of res i d e n c e  in the state. On August 13, 1982, a m e n d m e n t s  to the 
divid e n d  law took effect. The people w e r e  u n d o u b t e d l y  a w a r e  t h a t  ‘ - * 
the dividend law in effect on election day in 1982 w a s  n o t  c h i s -  
eled in marble.



b y  the drafters- of the am e n d m e n t  aff o r d  b r o a d  l a t i t u d e  to t h e  

l e g i s l a t u r e  to enact n e w  d i stribution programs w h i c h  w i l l  n o t  b e  

i m p a i r e d  b y  the a p p r o p r i a t i o n  limit.

It is w e l l - s e t t l e d  law that a p r o v i s i o n  o f  a  s t a t e’s 

c o n s t i t u t i o n  m u s t  r e c e i v e  a liberal, p r a ctical c o n s t r u c t i o n  to 

m e e t  c h a n g e d  conditions a n d  g r o w i n g  needs of the p e o p l e .  C o u n t y  

of A l a m e d a  v. S w e e n e y , 312 P . 2d 419, 424 (Cal. 1957).' U n d e r  the 

p e r m a n e n t  fund amendment, the discretion g r a n t e d  to the l e g i s l a­

ture to enact, amend, or rep e a l  the present d i v i d e n d  p r o g r a m  u n­

der AS 43.23 to m e e t  the grow i n g  needs of the p e o p l e  is u n f e t­

tered. However, the op e r a t i o n  of exceptions f r o m  the a p p r o p r i a­

tio n  limit must be inte r p r e t e d  consistent w i t h  t h e  i n t e n t  of the 

framers of the organic law and of the people a d o p t i n g  it. State 

v. L e w i s , 559 P.2d 630, 637 (Alaska 1977).

'One important con s i d e r a t i o n  sho u l d  b e  c a r e f u l l y  ob-
m

served. rThe A l a s k a  S u p reme Court has found t h a t  t h e  p u r p o s e  o f  

the e x i s t i n g  dividend p r o g r a m  is to force the l e g i s l a t u r e  to con- 

"sider the r e i m p o s i t i c n  of taxes w h e n  the decl i n e  o f  o i l  r e v e n u e  

"encourages resort to pe r m a n e n t  fund income to f i n a n c e  s t a t e  g o v­

ernment^ W i l liams v. Z o b e l , 619 P.2d 448, 454 ( A l a s k a  1981), 

r e v ' d  451 U.S. 905 (1982). The people can be e x p e c t e d  to v i g i l­

ant l y  p r o t e c t  their dividends by forcing the l e g i s l a t u r e  to s e e k  

s o u r c e d 5 other than the p e r m a n e n t  fund to f i n a n c e  s t a t e  g o v e r n­

ment; If a substitute d i s t r i b u t i o n  p r o g r a m  a c c o m p l i s h e s  the same
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/

^purpose,"' it w i l l  m o r e  likely qualify u n d e r  t h e  e x c e p t i o n  i n

  . — . . . .  ^

"section 16. t h a n  if it fails to achieve that p u r p o s e .  If the

c o n s t i t u e n c y  b e n e f i t t e d  b y  a dividend is narrow, the d i v i d e n d  may'-

rnot|.\beV;a£^dividend_]_ iix_.’_the sense intended b y  the d r a f t e r s  ̂ o f

y s e c t i o n  1 6 ^ a n d  the p e o p l e  who' adopted it. P r o p o s a l s  s o o n  to b e

c o n s i d e r e d  b y  the l e g islature include r e p l a c i n g  t h e  e x i s t i n g

d i s t r i b u t i o n  to all r e s idents w i t h  a d i s t r i b u t i o n  of p a r t  of the

p e r m a n e n t  fund income to m u nicipalities and as a  s u b s t i t u t e  f o r

the e x i sting lon g e v i t y  bonus, and use of a part o f  t h e  i n c o m e  to

f i n ance large capital projects.

tlA  v a s t  m a j o r i t y  of the population of t h e  s t a t e  r e s i d e s

in or is serv e d  by m u n i c i p a l  governments. It is a l s o  a  f a c t  that

w e  all seek s e c urity f o r  our "golden years."-' T h e  c o n s t i t u e n t s  of

^these p r o p o s a l s  s e e m  b r o a d  enough to satisfy t h e  p u r p o s e  of the

current^ d i v i d e n d  law?! *The use of permanent f u n d  i n c o m e  to fi-

n a n c e  large c a p ital projects presents a c l o s e r  q u e s t i o n .  The

^character of each p r o j e c t  m u s t  be considered to d e t e r m i n e  i f  it

ser v e s  a state pub l i c  purpose, rather chan a l o c a l  s p e c i a l  p u r -
y , ;r

pose. Add i t i o n a l l y ,  if the p r o ject is v i e w e d  as m e r e l y  a n  a l t e r­

na t e  w a y  o f  fin a n c i n g  state government o p e rations, t h e  b a s i c  i n­

tent of the d i v i d e n d  l a w  mi g h t  n o t  b e  served.

W e  cannot advi s e  w i t h  certainty  ̂ w h e t h e r  t h e  f i n a n c i n g  

of larg4‘‘ capital p r o j e c t s  w i t h  permanent fund i n c o m e  w o u l d  c o n­

stitu t e  a d i v idend of the A l a s k a  permanent f u n d  for p u r p o s e s  of
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the a p p r o p r i a t i o n  limit. Some m a y  argue that the b e n e f i t s  p r o ­

v i d e d  by " p u b l i c  w o r k s "  projects are too l o c a l i z e d  to a p p r o x i m a t e  

the b e n e f i t s  p r o v i d e d  by the existing d i v i d e n d  law. H o w e v e r  * i n  

S t a t e  v. L e w i s , 559 P.2d 630 (Alaska 1977), the A l a s k a  S u p r e m e  

Co u r t  d e c i d e d  that " [1] egislation. n e e d  n o t  o p e r a t e  e v e n l y  in a l l  

parts o f  the state to a v o i d  b e i n g  c l a s s i f i e d  as l o c a l  or s p e -
— • *v- r«j „____

cial." Lewis at 643. A  definite answ e r  w i l l  c o m e  o n l y  w h e n  t h e  

courts i n t e r p r e t  article IX, section 16 of the A l a s k a  C o n s t i t u­

tion. H o w e v e r ,  w e  believe that if the l e g i s l a t u r e  e n a c t s  a d i s -
•■*••• • . . . . . . .  ,

tribution p r o g r a m  w h i c h  is. consistent w i t h  the i n t e n t  o f  t h e  p e r ­

ma n e n t  f u n d  d i v i d e n d  law, any a p p r o p r i a t i o n  to i m p l e m e n t  t h a t  

p r o g r a m  w i l l  b e  exempt from the a p p r o p r i a t i o n  limit.

B. A p p r o p r i a t i o n s  R e q uired to Pay .the P r i n c i p a l  a n d  I n t e r -  
est on General Obl i g a t i o n  Bonds ?______________________  .

U n d e r  AS 43.18.100 -- 43.18.133 the state, s u b j e c t  t o  

a v a ilable appropriations, reimburses m u n i c i p a l i t i e s  f o r  t h e  p a y ­

men t  of a p e r c e n t a g e  of principal and interest to r e t i r e  g e n e r a l  

o b l i g a t i o n  bonds issued by the m u n i c i p a l i t y  to f i n a n c e  s c h o o l  

c o n s t r u c t i o n  costs. A l t h o u g h  they h ^ v e  b e e n  a m e n d e d  f r o m  t i m e  t o

time, these statutes have b e e n  in effect since 1971.. Y o u  h a v e
* **. _  ,

a s k e d  w h e t h e r  appropriations to retire m u n i c i p a l  g e n e r a l  o b l i g a­

t i o n  debt are w i t h i n  the exc e p t i o n  stated to t h e  a p p r o p r i a t i o n  

v limit.;:?.:

T h e  e x c e p t i o n  reads as follows: " E x c e p t  f o r  ... a p p r o -
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priations r e q u i r e d  to pay the p r i ncipal and i n t e r e s t  o n  g e n e r a l  

o b l i g a t i o n  b o n d s . ..." ^ e 3 L o r d i n g " . o f  the. e x c e p t i o n  d o e s  n o t  s p e­

cify w h e t h e r  the bonds m u s t  be issued b y  the'state''to'’q u a l i f y ?  

L a t e r  in s e c tion 16, the drafters ca r e f u l l y  i d e n t i f i e d  " a p p r o p r i­

ations o f  m o n e y  r e c e i v e d  f r o m  a n o n s t a t e  s o u r c e . . . . "  fS i n c e  the. 

drafters c o u l d  easily h a v e  expressly l i m i t e d  t h i s  e x c ^ t i o n ^ t a ?  

state g e n e r a l  o l l i g a t i o n  bonds, an i m p l i c a t i o n  c a n  b e  d r a w n  t h a t  

a strict c o n s t r u c t i o n  limiting the e x c e p t i o n  to s t a t e  g e n e r a l  

obl i g a t i o n  bonds w a s  not intended;"'
/

The purpose of the exception r e c o g n i z e s  that a p p r o p r i a­

tions to reti r e  general o b l igation bonds m a y  b e  to t h e  s t a te's 

"great a d v antage." Governor's transmittal letter, 1 9 8 1  FS3 S. 

Jour., p. 16. P r e sumably the advantage accrues f r o m  the s t a t e ' s  

enhanced credit rating w h i c h  results in l o w e r  d e b t  s e r v i c e

charges for subsequent bond issues. It is p r o b a b l e  t h a t  the ex- 
*

istence of the school c o nstruction debt a s s i s t a n c e  p r o v i s i o n s  

of AS 43.18 have the same effect upon the b o n d  r a t i n g  a s s i g n e d  to 

municipalities. The identical purpose is a c h i e v e d  b y  a p p r o p r i a­

tions m a d e  to finance the r e imbursement program. Less state a s ­

sistance w i l l  be n e c e s s a r y  in the future if l o c a l  b o n d  r a t i n g s  

rema i n  favorable.

Th e r e  are some considerations w h i c h  w e i g h  a g a i n s t  t h i s  

construction. Debt service for general o b l i g a t i o n  b o n d s  is f i ­

na n c e d  b y  a continuing appropriation. AS 3 7 . 1 5 . 0 1 2 .  G e n e r a l
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obl i g a t i o n  bonds are debts of the state s e c u r e d  b y  c o n t r a c t s  

(trust indentures); the impairment of contracts i s  p r o h i b i t e d  b y  

the state and f e d e r a l  constitutions. The r e i m b u r s e m e n t  p r o g r a m  

u n d e r  AS 43.18 does n o t  t r a n s f o r m  m u n i c i p a l  g e n e r a l  o b l i g a t i o n  

bo n d s  into debts of the state. AS 4 3 . 1 8 . 1 3 0 ( a ) .  However, t h e  

financial b u r d e n  i m p o s e d  o n  municipalities, if t h e i r  local t a x  

effort w e r e  • i n c r e a s e d  to compensate for the l o s s  of a s s i s t a n c e  

u n d e r  AS 43.18, c o u l d  be devastating t v  the l o c a l  taxpayer. A c ­

cording to the D e p a r t m e n t  of Education, for f i s c a l  year 1984 the  

estimated total entitlement for school debt r e t i r e m e n t  is 

$36,900,000. This total is estimated to i n c r e a s e  to $ 4 4 , 3 0 0 , 0 0 0  

b y  fiscal y e a r  1988.

Accord i n g l y ,  we believe that a p p r o p r i a t i o n s  to r e t i r e  

mu n i c i p a l  gene r a l  obl i g a t i o n  school b o n d  i n d e b t e d n e s s  u n d e r  A S  

43.18 are " r e q u i r e d "  and qualify as an e x c e p t i o n  to the s p e n d i n g
m*

limit. We b e l i e v e  that the appropriation for s c h o o l  bond i n d e b t­

edness can be r e p r e s e n t e d  as a moral o b l i g a t i o n  o f  the state f o r  

the fol l o w i n g  reasons:

(1) the app r o p r i a t i o n  is m a d e  u n d e r  a statute of g e n­

eral application;

(2) the statute has been in effect s i n c e  197T; and

(3) the r e imbursement p r o g r a m  is h e a v i l y  r e l i e d  u p o n  

by imunicipalities w h e n  they establish the l o c a l  t a x  e f f o r t  

n e c e s s a r y  to s u p port local bonded i n d e b t e d n e s s .
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III. 'r e v e n u e ' s h o r t f a l l

Y o u  h a v e  also asked h o w  to i n t e r p r e t  the a p p r o p r i a t i o n  

limit if the amount of state revenues s u b j e c t  to t h e  l i m i t  is 

less than the amount d e t ermined to b e  the l i m i t  f o r  a f i s c a l  •

year, as p r o v i d e d  in section 16. Y o u  w i s h  t o  lav w s p e c i f i c a l l y  

h o w  the allo c a t i o n s  w i t h i n  the limit for o p e r a t i n g  e x p e n s e s  a n d  

capital p r o j e c t s  w o u l d  be interpreted. As w e  h a v e  i n d icated, 

section 16 imposes an a p propriation limit r a t h e r  t h a n  a s p e n d i n g  

limit. We h a v e  earlier advised that the l e g i s l a t u r e  m a y  mak® 

appropriations w h i c h  exceed available revenues. 1 9 8 1  Inf. Op. 

A t t ' y  Gen. (June 24; J77-159-81). However, oblig: tions m a y  n o t  

be paid u n d e r  those appropriations unless there is e n o u g h  s u r p l u s  

money av a i l a b l e  in the treasury.

v- should have no effect on the operation of the t p p r o p r i a t i o n  lim-

get m a y  not exce e d  estimated revenues for the s u c c e e d i n g  f i s c a l  

year. Aiso, the amount of surplus revenues a n t i c i p a t e d  to b e  

r e c e i v e d  b y  the state was an issue hotly p u b l i c l y  d e b a t e d  b e f o r e  

adoption of s e c tion 16. The newspaper a r t icles w r i t t e n  a b o u t  the 

a p p r o p r i a t i o n  limit b e f o r e  the election c o m m o n l y  r e f t r r e d  to the 

amendment as a "spending limit." These a r t i c l e s  w e r e  u n d o u b t e d l y

i n strumental in forming the voters' u n d e r s t a n d i n g  o f  the e f f e c t  '
V *

of the p r o p o s e d  amendment.

*T h e o r e t i c a l l y , the amou:.t of a n t i c i p a t e d  st a t e  r e v e n u e

it. However, u n d e r  AS 37.07.020(c), the g o v e r n o r ' s  p r o p o s e d  bud-
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. _
Section 16 provides, in part: " W i t h i n  t h i s  limit, at

l e a s t  o n e - t h i r d  shall b e  r e s e r v e d  for capital p r o j e c t s  a n d  1 nan
~     -• • “• J .  . '

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

y e a r  in w h i c h  revenue available for a p p r o p r i a t i o n s  f a l l s  s h o r t  of 

the a d j u s t e d  limit for that year. Under .those c i r c u m s t a n c e s ,  i t  

is not clear w h e t h e r  the r e s e r v a t i o n  f o r  _capital~ p r o j e c t s  a n d  

l o a n  appropriations is calculated b a s e d  o n  the t o t a l  a m o u n t  a c t u­

a l l y  a p propriated for that fiscal year (i.e., l e s s  t h a n  the l i m­

it) or on,,, the limit amount ($2.5 billion) f o r  that f i s c a l  y e a r  

a d j u s t e d  for population and inflation. A p p a r e n t  a m b i g u i t i e s  con- 

'tained in the state constitution m a y  be r e s o l v e d  b y  t h e  c o n t e m p o­

raneous construction b y  law or by the a d m i n i s t r a t i v e  a g e n c y  

'"charg’d w i t h  implementation of the p r o vision. A m a d o r  V a l i e v  

J oint U n i o n  High School District v. State B o a r d  of E q u a l i z a t i o n , 

583 P . 2d 1281 (Cal. 1978).
m

A  r e v i e w  of the FCC transcript r e v e a l s  no d i s c u s s i o n  of 

the intention of the drafters w h e n  they u s e d  t h e  p h r a s e  " w i t h i n  

this lir it." Revenue projections at the time p a i n t e d  a  r o s y  p i c­

ture for the future.- No h i s tory is a v a i l a b l e  to i n d i c a t e  that 

the F C C  even considered the effect of the a m e n d m e n t  i f  the s t a t e  

suffers a sharp decline in revenue. Former G o v e r n o r  H a m m o n d  w a s  

c l e a r l y  concerned by the possibility of a s p e n d t h r i f t  l e g i s l a t u r e  

w i t h  ail-overflowing treasury at its disposal.

Under the circumstances, we believe i t  w o u l d  be u n w i s e



t

b l i n d l y  apply the a l locations i m p osed b y  t h e  a p p r o p r i a t i o n  

fl i m i t  w h e n  .conditions i m p o s e  an- - e v e n  , m o r e  str i n g e n t  l i m i t  t h a n  

i n t e n d e d  b y  the FCC;! 3/ ^ e . ap p r o p r i a t i o n  l i m i t  d r a s t i c a l l y - a l ­

ters the m o s t  significant p o w e r  of the legislaturer:-’'the'power 

a p p r o p r i a t e ^  The po w e r  to enact general law is l a r g e l y  n u l l i f i e d  

u nl e s s  the money to finance enforcement or i m p l e m e n t a t i o n  o f  t h e  

law is appropriated. ’Consequently, w e  b e l i e v e  t h a t  a h  i n t e r p r e t  

*tation w h i c h  restricts the l e g i s l a t u r e’s p o w e r  to r e s p o n d  t o  t h e  " 

■"needs of the state during un a n t i c i p a t e d  p e r i o d s  o f  r e v e n u e  d e ­

cline w i l l  n o t  be endorsed by the courts. See S t a t e  e x  r e l . C o ­

lumbus v. K e t e r e r , 189 N.E. 252 (Ohio 1934). R a t h e r ,  w e  b e l i e v e  , 

. that the courts w i l l  re c o g n i z e  that the evil w h i c h  t h e  a p p r o p r i a - ; 

tion limit was designed to remedy does not e x i s t  w h e n  r e v e n u e s  

a r ' b e l o w  the limit; 'Under ’ those c i r c u m s t a n c e s a  c o u r t  w o u l d  

y ,bly a f f i r m  a n  i n terpretation that r e s t o r e s  the f u l l  lawmak-' 

ing powers of the legislature to m a k e  a p p r o p r i a t i o n s  i n  the b e s t  

interests of the state. We believe the b e s t  w a y  to r e s o l v e  t h e  

amb i g u i t y  is to d i s regard the one-third a l l o c a t i o n  r e s e r v e d  f o r
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3/ The r e s e r v a t i o n  for capital projects a n d  l o a n  a p p r o p r i a t i o n  
e f f e c t i v e l y  restricts appropriations to f i n a n c e  the* o p e r a t i n g  
b u d g e t  w i t h o u t  r e s t r i c t i n g  the relative sharo f o r  c a p i t a l  p r o j ­
ects. The operating budget finances all m a n n e r  o f  e s s e n t i a l  p r o -

frams for the p r e s e r v a t i o n  of the public heal t h ,  safety, a n d  w e l -  
are. 'Some of these expenditures are for s o - c a l l e d  e n t i t l e m e n t  

programs (aid for families w i t h  dependent c h i l d r e n ,  f o r  e x a m p l e )  
w h i c h  for fiscal y e a r  1982 comprised 42 p e r c e n t  of the o p e r a t i n g  
budget.



capital p r o j e c t s  au''. loan app r o p r i a t i o n s  w h e n  e c o n o m i c  c o n d i t i o n s  

impose a limit w h i c h  is more r e s t r i c t i v e  than t h a t  set out i n  

s ection 16. 4/ T h e  literal " l a n g u a g e o f  the c o n s t i t u t i o n  m a y  b e v

•S'iit 

22, ?
202 (1819). W h e r e  the general w e l f a r e  is involved, constitr.tion-

■ *■“ •'*'■••• *• .........• t
al questions s h o u l d  b e  appr o a c h e d  f r o m  the p r a gmatic, r a t h e r  t h u a ^

-.o/0 l . l ’.-'-.-Lir-T’. .: ■ ■■- - ' *v ’*

from  a l e g a l i s t i c  point of view. State v. B o a r d  o f  A d m i n i s t r a­

t i o n , 25 So. 2d 880 (Fla. 1946).

IV. A T T R I B U T I O N  OF CAPITAL A P P R O P R I A T I O N  T O  A  F I S C A L  Y E A R  

A n o t h e r  question y o u  h a v e  r a i s e d  is h o w  the w o r d s  " a p­

prop r i a t i o n  ... m a d e  for a fiscal year" sho u l d  b e  a p p l i e d  to a p­

propriations for capital projects. AS 37 . 2 5 . 0 2 0  p r o v i d e s  " A n  

ap p r o p r i a t i o n  m a d e  for a capital project is v a l i d  for the life o f  

the p r o ject and the u n e x p e n d e d  balance shall b e  c a r r i e d  f o r w a r d  

to subsequent fiscal years." This p r o v i s i o n  r e c o g n i z e s  t h a t  c a p­

ital projects oft e n  span m o r e  than one fiscal y e a r  b e f o r e  .comple­

tion. The b a l a n c e  of the a p p r o p r i a t i o n  remains a v a i l a b l e  in sub-
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4/ A n o t h e r  p o s s i b l e  interpre t a t i o n  w o u l d  li m i t  the o p e r a t i n g  
b u d g e t  a l l o c a t i o n  for a fisc a l  y e a r  to t w o -thirds o f  t h e  t o t a l  
limit ($2.5 billion) adjusted for i n f l a t i o n  a n d  p o p u l a t i o n .  T h i s  
i n t e r p r e t a t i o n  is consistent w i t h  our e a r l i e r  o b s e r v a t i o n  t h a t  
there m t y  be no r e l a t i o n s h i p  b e t w e e n  a p p r o p r i a t i o n s  a n d  revenue. 
However, e v e n  u n d e r  this interpretation, in a f i s c a l  y e a r  w i t h  
depressed revenues, the one - t h i r d  r e s e r v a t i o n  f o r  c a p i t a l  p r o j­
ects is meaningless.



sequent f i s c a l  years and is carried forward to those s u c c e e d i n g  

fiscal years. According''to' the D e p artment o f  A d m i n i s t r a t i o n ,  as
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of ~ u n e 3 0 ,  1982, the total of all "carry f o r w a r d "  capital, appro-'

' n r T ir r w if i i t i ^ i i  -  —
p r i a t i o n ^ J w a s : approximately^. $ 1 , 5 9 1 , 0 0 0 , 0 0 0 /  and  the t o t a l  o f  i

all " c a r r y .f o r w a r d "  operating-'appropriations :was, $1 :,862,0 0 0 , 0 0 0

The FCC debated the intent of the l i m i t  c o n c e r n i n g  this 

issue. T r a n s c r i p t  at 47-55. It is clear that t h e  F C C  w a s  a w a r e  

that m u l t i - y e a r  appropriations are made. There w a s  a n  a t t e m p t  b y  

R e p r e s e n t a t i v e  H u g h  Malone to am e n d  the p r o posal so that a  l e g i s­

lature c o u l d  n o t  appropriate for a fiscal year s u b s e q u e n t  t o  the 

u p c o m i r g ' f i s c a l  year. This amendment was not a d o p t e d .  S e n a t o r  

Bill ;(ay o b s e r v e d  that tha intent of the a m e n d m e n t  w a s  to i n c l u d e  

only those appropri a t i o n s  w h i c h  are e x p e n d e d  d u r i n g  t h e  f i s c a l  

year. A c c o r d i n g  to Senator Ray, appropriations w h i c h  r e m a i n  u n ­

expe n d e d  at the end of a fiscal year should lapse. T r a n s c r i p t  at 

52. R e p r e s e n t a t i v e  Rick Halford inter p r e t e d  t h e  p r o p o s e d  a m e n d­

me n t  to m a k e  multi-yr.ar appropriations count a g a i n s t  t h e  l i m i t  

each, y e a r  b e c a u s e  eael: succeeding legislature c o u l d  a m e n d  o r  r e ­

peal  these appropri a t i o n s  at will. D u r i n g  all o f  t h e s e  d i s c u s­

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

propriations. However, these comments p r o b a b l y  r e f e r r e d  o n l y  to 

m u l t i - y e a r  o p e r a t i n g  appropriations. See JTranscript at 65-6 6 .

v T h e  debate on this issue discloses that the F C C  w a s  

co n fused a b o u t  the operation of carry f o r w a r d  a p p r o p r i a t i o n s .



T h e y  f o r m u l a t e d  the $2.5 b i l l i o n  base b y  taking t h e  f i s c a l  y e a r  

1982 a p p r o p r i a t i o n  total and reducing that a m o u n t  b y  $60 m i l l i o n .  

T r a n s c r i p t  at 2-5. However, 1982 appropriations w e r e  m a d e  b a s e d  

on fo r e c a s t s  o f  anticipated surplus for that f i s c a l  year, r e d u c e d  

b y  e x p e c t e d  expenditures for "ca r r y  forward" a p p r o p r i a t i o n s .  W e  

assume, therefore, that the drafters d i d  n o t  i n t e n d  to c o u n t  

c a r r y  f o r w a r d  appropriations in the limit e s t a b l i s h e d  f o r  e a c h  

fiscal year.

W e  beli e v e  that a commonsense” w a y  to i n t e r p r e t  t h e  a p­

pr o p r i a t i o n  limit, w h i c h  is supported b y  p a s t  p r a c t i c e ,  is to 

‘"count a p p r o p r i a t i o n s . that are available for e x p e n d i t u r e  i n  a fis- 

'cal y e a r  only against the limit for the first f i s c a l  y e a r  d u r i n g  

w h i c h  they could be completely expended. This s h o u l d  b e  done 

e v e n  if an u n e x p e n d e d rbalance, is carried f o r w a r d  into the n e x t  

f is c a i  year. T h a t  b a l a n c e " m u s t  bo considered o b l i g a t e d  for the
mm

p u r p o s e s  of the appropriation limit;’. U n e x p e n d e d  b a l a n c e s  o f  a 

p r i o r  y e a r  a p propriation should not be counted w i t h  t h e  c u r r e n t 

y e a r  a p p r o p r i a t i o n s  in complying with the limit f o r  t h e  .current 

year. If the legislature provides that an a p p r o p r i a t i o n  m a y  n o t  

b e  e x p e n d e d  until a later fiscal year, the a p p r o p r i a t i o n  s h o u l d  

be c o u n t e d  o'.ily against the limit for that later f i s c a l  year.

■•v
VI* D E F I N I T I O N  OF THE T E R M  "CAPITAL P R O J E C T *

The approp iation limit amendment i n t r o d u c e s  the t e r m
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"capital project" to the g l o s s a r y  of words u s e d  i n  the A l a s k a  

Constitution. This n e w  term causes some c o n c e r n  b e c a u s e  a s i m i­

lar term, " c a pital improvement," is u s e d  in o t h e r  secti o n s  o f  a r­

tic l e  IX setting out the general obli g a t i o n  b o n d i n g  a u t h o r i t y  f o r  

loc a l  governments and the state. There are t w o  A l a s k a  -Supreme 

C o u r t  cases w h i c h  address the m e a n i n g  of " c a p i t a l  i m p r o v e m e n t ." 

See City of J u n e a u  v. H i x o n , 373 P . 2d 743 ( A l aska 1962) & W r i g h t  

v. City of P a l m e r . 468 P . 2d 326 (Alaska 1970). The s u p r e m e  c o u r t  

did not adopt an all-inclusive definition of c a p i t a l  i m p r o v e m e n t  

in those cases. Rather, the cou'.t concluded that there w a s  n o t h ­

ing in the h i s t o r y  of m u n icipal bonding in A l a s k a  or in the m i n ­

utes of the constitutional c o nvention that i n d i c a t e s  that the 

t e r m  "capital improvement" was intended to d e n o t e  p r o j e c t s  r a d i­

call y  different than those for w h i c h  m u n i c i p a l i t i e s  h a d  b e e n  p e r ­

mi t t e d  ̂ to incur b o n d e d  indebtedness in the past.
m

W h e n  former Governor H a m m o n d  first i n t r o d u c e d  S J R  4, 

the p r o posed amendment consistently used the t e r m  " c a p i t a l  i m­

prov e m e n t . "  It w a s  not until the second FCC t o o k  u p  c o n s i d e r a­

tion of the p r o p o s a l  that the term capital p r o j e c t  w a s  us e d . 

S e n a t o r  R a y  defi n e d  capital projects to be " w h a t  t h e  d e f i n i t i v e  

j u d g m e n t  of a m a j o r i t y  of the legislature d e t e r m i n e s  they a r e . "  

T r a n s c r i p t  at 22. This was in r e s ponse to an o b s e r v a t i o n  by R e p­

res e n t a t i v e  M a l o n e  that many appropriations d e s i g n a t e d  as c a p i t a l  

d i f f e r  little f r o m  items set out in the o p e r a t i n g  budget. T r a n -

G e n e  D u s e k ,  D i r e c t o r  o f  B u d g e t  F e b r u a r y  7 ,  1983
O f f i c e  o f  M a n a g em e n t .  & B u d g e t  P a g e  #21
366-374-83  5



script at 21. f F o r m e r  a s s i s t a n t  attorney g e n e r a l  R o d g e r  W. P e g u e s

e x p l a i n e d  to the FCC that " w e ' r e  using the t e r m  c a p i t a l 'p r o i e c t ~
_    "   ■ ..................................

w h i c h  p r e t t y  m u c h  means the capital b u d g e t  - a r e a s  w h e r e  y o u  a r e• 7 . . . • ...

d e a l i n g”: w i t h  capital inv e s t m e n t  or,, long-term, f i n a n c i n g  a n d  " t h e 1- 

b u l k  o f  . y o u r  s p e n d i n g . T h a t ' s a  b r o a d e r  t e r m  t h a n  ‘ * capital' im- 

provement.

There appears to be support in the h i s t o r y  f o r  a n  i n­

terpr e t a t i o n  of "capital p r o ject" w h i c h  includes m o r e  o b j e c t s  of 

e x p e n d i t u r e  than "capital improvement," w h i c h  t r a d i t i o n a l l y  has 

b e e n  limited to public works of a permanent n a t u r e .  5/ It':’is

possible, though, that the two terms will be c o n s t r u e d  to h a v e  

the same meaning. The supreme court left r o o m  f o r  the t e r m  " c a p­

ital improvements" to acquire n e w  meanings to a c c o m m o d a t e  the 

c h a n g i n g  activities of state government. However, the a p p r o p r i a­

tion limit implies that a g e n e r a l  o b l igation b o n d  m a y  b e  i s s u e dm
m

for c a p ital p r o j e c t .  6/ It is probable that a  c o u r t  w o u l d  f i n d  

that n o t  all capital improvements may be c h a r a c t e r i z e d  as c a p i t a l  r

G e n e  D u s e k ,  D i r e c t o r  o f  B u d g e t  F e b r u a r y  7 ,  1983
O f f i c e  o f  M a n a g e m e n t •& B u d g e t  P a e e  £22
366-374-83  6

5/ In recent years, opinions of the attorney g e n e r a l  h a v e  s o m e­
wh a t  b r o a d e n e d  this interpre t a t i o n  to permit t h e  u s e  o f  b o n d  p r o­
ceeds to finance some unique activities u n d e r  the V i l l a g e  S a f e  
W a t e r  Act, see Inf. Op. Att'y Gen. (April 2; J - 9 9 - 0 7 8 - 8 1 ) ; a n d  to 
r e h a b i l i t a t e  a leased jail facility. See Inf. Op. A t t ' v  G e n  
(Mar. 19; A66-398-78). m
6/ A r t i c l e  IX, section 16 provides: "The l e g i s l a t u r e  m a y  e x c e e d
this limit in bills for appropriations to t h e  A l a s k a  p e r m a n e n t  
f u n d  and in bills for appropriations in capital p r o j e c t s ,  w h e t h e r  
of b o n d  proceeds or o t h e r w i s e , ...." (Emphasis a d d e d . )   -------



projects?. ^^.distinguishing factor m a y  b e  that the c o n s t i t u t i o n  

•requires s o m e  p e r m a n e n t  thing o f  v a l u e  to s h o w  f o r  the public];: 

' d e b t  incurred. A  m o r e  l i b e r a l  c o nstruction m a y  b e  w a r r a n t e d  when., 

p u b l i c  debt is n o t  i n c u r r e d ^  .

G e n e  D u s e k ,  D i r e c t o r  o f  B u d g e t  F e b r u a r y  7 ,  1983
O f f i c e  o f  M a n a g e m e n t  & B u d g e t  P a g e  #23
366-374-83  ~ ~

VI. C O N CLUSION

The w o r d i n g  o f  the appropriation limit does n o t  b e g i n  V ( 

"to live up to the h i g h  standards of c l a r i t y  a n d  simplicity.' 

a d o p t e d  by the o r i ginal framers of the A l a s k a  Constitution., 

T h e r e  are m a n y  who w i l l  r e g a r d  this opinion as m e r e  j u s t i f i c a t i o n  

to exploit " l o o p h o l e s” w o v e n  into the fabric o f  t h e  a m e ndment. 

However, w e  h o p e  this o p i n i o n  w i l l  provide the i m p e t u s  to either,

a d o p t  amendments to clarify the ambiguities n o t e d  ’or . to ..enact
  ' .... . .

l e g i s l a t i o n  w h i c h  interprets the amendment so t h a t  the a m b i g u i­

ties are avoided. We hope this opinion has a n s w e r e d  y o u r  ques-
m

m

tions.

Sincerely yours, /]?

Norman C. Gorsuch 
Attorney General

—7
Jame^ L. Baldwin 
Assistant A t t o r n e y  G e n e r a l



L E T T E R  OF INTENT 

2nd F r e e  Conf e r e n c e  Co m m i t t e e  o n  S J R  4

T h e  b a s i c  p r o b l e m  f a c e d  by A l a s k a  is r u n a w a y  g r o w t h  

in s p e n d i n g  for state g o v e r n m e n t  ope r a t i o n s  a n d  f o x  c a p i t a l  

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

w h i c h  a r e  n o n r e n e w a b l e  and finite. Some l i m i t a t i o n  is t h e r e­

fore essential. T h e  con s t i t u t i o n a l  a m e n d m e n t  p r o p o s e d  b y  t h e  

2nd F r e e  C o n f e r e n c e  Co m m i t t e e  w i l l  p r o v i d e  a r e a l i s t i c  l i m i­

tation a n d  y e t  allow, by p o p u l a r  approval, f o r  e x p e n d i t u r e s  

in excess of the l i m i t a t i o n  for capital p r o j e c t s  a n d  for c o n­

tribu t i o n s  to the p e r m a n e n t  fund. Those w h o  f a v o r  s u c h  e x p e n­

ditures can h a v e  n o  r e a s o n a b l e  ob j e c t i o n  to the. v o t e r s  d e t e r­

m i n i n g  w h i c h  capital p r o j e c t s  and c o n t r i b u t i o n s  a r e  w o r t h w h i l e  

and w h i c h  are'not.

■The term.i.’capital p r o ject" is u s e d  r a t h e r  t h a n  t h e  

t e r m  " c a p i t a l  improv e m e n t "  in order to h a v e  a b r o a d e r  reach. 

Capital i m p r o v e m e n t s  are p r e t t y  m u c h  l i m i t e d  to p u b l i c  f a c i l­

ities h a v i n g  *. m o r e  or less pe r m a n e n t  nature. H i g h w a y s ,  a i r­

ports, b u i l d i n g s ,  and ferries are examples. C a p i t a l  p r o j e c t s
............ * •••»... . . • » s. *

i n c l u d e  c a p i t a l  improvements and _lso o t h e r  e x p e n d i t u r e s  w h i c h  

r e q u i r e  a multi-year, i n v e s t m e n t  or o t h e r w i s e  t e n d  t o  f a l l  i n t o  

t h e  c a t e g o r y  o f  capital costs as o p p o s e d  t o  d a y - t o - d a y  e x­

p e n s e s 1*' Computers, l a r g e - s c a l e  resources i n v e n t o r i e s ,  a n d  .
- —  .... • —  »

" hi g h - c o s t  spec i a l  e q u ipment and i n s t r u m e n t s  f o r  l i b r a r i e s , 

schools, and m u s e u m s  are some examples.

E x h i b i t  1 - p.l of 3



I n  a d d i t i o n  to l i m i t i n g  the excess a p p r o p r i a t i o n s  

to c a p ital p r o j e c t s  a n d  c o n t r i b u t i o n s  to t h e  p e r m a n e n t  fund, 

the p r o p o s e d  a m e n d m e n t  r e q u i r e s  bi l l s  for c a p i t a l  p r o j e c t s  t o  

b e  c o n f i n e d  to c a p i t a l  p r o j e c t s  of the s a m e  type. T h i s  is 

s o m e w h a t  m o r e  n a r r o w  than t h e  s i n g l e - s u b j e c t  ru l e .  I t  w i l l  . 

r e q u i r e  p r o j e c t s  i n  a bill to b e  parts o f  a n - o v e r a l l  system.'

This w i l l  i n h i b i t  t h e  p a c k a g i n g  of d i v e r s e  p r o j e c t s  i n t o  o n e  

bill. A s  a f u r t h e r  r e s t r a i n t  on logrolling, t h e  b i l l s  for e x­

cess a p p r o p r i a t i o n s  are s u b j e c t  to the i t e m  v e t o ,  i n c l u d i n g  

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

a r e  i n  excess o f  the limit. B o n d  p r o c e e d s  w h i c h  are n o t  i n  

excess of the li m i t  are n o t  subject to an i t e m  veto.

T h e r e  are three exc l u s i o n s  f r o m  the l i m i t a t i o n .

D e b t  s e r v i c e  is n e c e s s a r i l y  excluded. A n  a d d i t i o n a l  e x c l u­

sion is p r o v i d e d  for a p p r o p r i a t i o n s  for p e r m a n e n t  f u n d  d i v i­

dends . N o n - s t a t e  money, that is, m o n e y  r e c e i v e d  f r o m  t h e  

U n i t e d  States o r  others to. b e  u s e d  for s p e c i f i c  purposes,' is 

a l s o  excluded. This e x c l u s i o n  includes r e v e n u e  b o n d  p r o c e e d s ,  

the r e v e n u e s  g e n e r a t e d  b y  the i n t e r n a t i o n a l  a i r p o r t s , a n d  

o t h e r  p u b l i c  e n t erprises w h i c h  operate on r e v e n u e  bon d s .  T h e  

f i r s t  e x c l u s i o n  is r e q u i r e d  b y  the f e d e r a l  c o n s t i t u t i o n ' s  p r o ­

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

a r e  p r o v i d e d  b e c a u s e  the u s e  of the m o n e y  for t h o s e  p u r p o s e s K
is n o t  a p a r t  o f  the problem. ^ »*'

T h e  p r o p o s e d  a m e n d m e n t  requi r e s  the g o v e r n o r  to 

c a u s e  a n y  u n e x p e n d e d  and u n a p p r o p r i a t e d  b a l a n c e  to b e  i n v e s t e d  ?- 1



so as to y i e l d  comp e t i t i v e  rates to the treasury. The w o r d s  

"as p r e s c r i b e d  b y  law" w e r e  n o t  i n c l u d e d  so t h a t  t h e  clause 

w i l l  b e  s elf-executing. However, the g o v e r n o r  p e r f o r m s  all 

e x e c u t i v e  f u n c t i o n s  in the m a n n e r  p r e s c r i b e d  b y  law, and t h e
i

■ statu t e s  on l o a n  programs a n d  investments w i l l  c o n t r o l  h e r e  s o  

long as t h e y  a r e  c o n sistent w i t h  the c o n s t i t u t i o n ' s  r e q u i r e­

me n t s  .

A d d i t i o n a l l y ,  so as to e l i minate a n y  r e a s o n a b l e  

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

ital ,• th e  r e s o l u t i o n  includes a t r a n s i t i o n a l  m e a s u r e  to e x­

clude  r e l o c a t i o n  costs, if they are a p p r o v e d  a t  the 1982 g e n­

eral election, f r o m  the r e q u i r e m e n t  of a d d i t i o n a l  v o t e r  a p­

pr o v a l  u n d e r  the amendment. A n o t h e r  t r a n s i t i o n a l  m e a s u r e  

p r o v i d e s  for t h e  a m e ndment to take effect b e g i n n i n g  w i t h  t h e  

b u d g e t  for f i s c a l  y e a r  1984.

Finally, still a n o ther t r a n s i t i o n a l  m e a s u r e  plac e s  

the a m e n d m e n t  o n  the b a l l o t  a g a i n  at the 1986 g e n e r a l  e l e c t i o nm
m

to a l l o w  it to be r e p e a l e d  b y  the e l e c t o r a t e  s h o u l d  it p r o v e  

to be u n w o r k a b l e .  If it is unworkable, the p e o p l e  w i l l  r e­

peal, it. If it works, they w i l l  not.

Sen. B i l l  R a y Rep. R i c h a r d  W. H a l f o r d

Sen. D o n a l d  E. G i l m a nV' Rep. Robdrt H. B e t t i s w o r t h

Sen. F r a n k  R. F e r g u s o n Rep. -Hugh M a l o n e  

- 3 -
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Bill/Resolution No. HB H ______________ ___________________________________
, Title An act repealing the permanent fund dividend program 

Requested by House State Affair's & Finance*— -s Date 01-28-83

FISCAL NOTE

II. FISCAL DETAIL 
Agency Affected Department of Flevenue

Program Category Affected General_____
BRU, Program, Or Subprogram(s) Affected

Government________
Enforcement Division

(Note: If more than one budget component is affected, separate line-item 
amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

•

TOTAL ~o~ —  o —

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS

FULL TIME 
PART TIME 
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

IV. DATE 01-2G-5G PREPARED BY Mari 11a L. Gemmer, Director 
'AGENCY Department ot Revenue ’• ___

Original: Legislative Finance PHONE (907) ^65~236C~ 
ccr Budget and Management

Prii i Sponsor (First Legislator Named)

33-001 (Rev. 12/82) .

0MB Reviewed by: Glen P r ic e ^ |  ^



i1 1 1 e act Kepeanng the Permanent Fund Dividend Program 
Requested by______________________________________________ Date 1/21/83

II."'f i s c a l  d e t a i l  '*'*•••. -  *
Agency Affected Department of Administration__________ ____________
Program Category Affected General Government________________________
BRU, Program, or Subprogram(s) Affected_
(Note: ' If more than one budget component is affected, separate line- 
' item amounts and funding for each component in the analysis

section.) ..

' EXPENDITURES (Thousands of Dollars) - ' ...

V r  . FY 83 FY 84 V FY 85 FY 86 FY 87 FY 88

100 PERSONAL SERVICES
200 TRAVEL . ..

.300 CONTRACTUAL........
400 COMMODITIES-.......
500 EQUIPMENT--’.' * * ..

600 LAND & STRUCTURES----. -

700 GRANTS, CLAIMS, ETC. -

. • •• •

TOTAL . —. (11.0) (11.5) U2.1) '";r

FUNDING (Thousands of Dollars)

«

*-■

GENERAL FUND ( U . O ) (11.5) (12.1) '•
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

III, ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

IV. DATE 1/24/83 PREPARED BY _____________________
AGENCY Administration - Finance 
PHONE ^55-2240

cc: • Budget and Management
Original: Legislative Finance 

Budget and Managemer .
Prime Sponsor (First Legislator Named) y'

> s /ni _l
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F I S C A L  N O T E

l e g i s l 4 F ( e £ H W « c e  h b  u
B i l l / R e s o l u t i o n  N o . .

‘ T i t l e  r e p e a l i n g  t h e  p e r m a n e n t  f u n d  d i v i d e n d  p r o g r a m  
R e q u e s t e d  b y  H o u s e  S t a t e  A f f a i r s  C o m m i t t e e _____________ /■ate 1/21/83

I I .  F I S C A L  D E T A I L  
A g e n c y  A £ f e c t e d _ .Revenue

- R a v o a u e - O p e r a  t .-. o n sP r o g r a m  C a t e g o r y  A f f e c t e d ___________  ____________  _____
B R U ,  P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d  P u b l i c  S e r v i c e s !____________
( N o t e :  I f  m o r e  t h a n  o n e  b u d g e t  c o m p o n e n t  i s  a f f e c t e d ,  s e p a r a t e  l i n e - i t e r a  

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

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )

F Y  8 3 F Y  84 F Y  8 5 F Y  8 6 F Y  8 7 F Y  8 8

1 0 0  P E R S O N A L  S E R V I C E S
2 0 0  T R A V E L
3 0 0  C O N T R A C T U A L
40 0  C O M M O D I T I E S
5 0 0  E Q U I P M E N T
6 0 0  L A N D  &  S T R U C T U R E S
7 0 0  G R A N T S , C L A I M S , E T C .

T O T A L
- 0- - 0- -  ©  —

F U N D I N G  ( T h o u s a n d s  o f  D o l l a r s )

G E N E R A L  F U N D
F E D E R A L  F U N D S
O T H E R  ( S p e c i f y  S o u r c e )

P O S I T I O N S

F U L L  T I M E  
P A R T  T I M E  
T E M P O R A R Y

I I I .  A N A L Y S I S  ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  I I I )

R e p e a l  o f  t h e  p e r m a n e n t  f u n d  d i v i d e n d  p r o g r a m  i s  a l r e a d y  r e f l e c t e d  
i n  t h e  E x e c u t i v e  B u d g e t .

G o a ?
I V .  D A T E  1 / 2 7 / 8 3 __________________P R E P A R E D  B Y  P A  W a l l

A G E N C Y __________ R e v e n u e
O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E ____________ 4 6 5 - 2 3 9 3
c c :  B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )  
3 3 - 0 0 1  ( R e v .  1 2 / 8 2 )
0MB Reviewed by: Glen P r id



Bill/Resolution Number:   HB '11__________________________________ _ _ T_r̂ _
Title: "An act repealing the permanent fund dividend program; and providing"

Requested by:
for an effective date."______

House State Affairs Committee' Date: 1/27783"

II. FISCAL DETAIL
Agency Affected. Department of R e v e n u e ____________________
Program Category Affected: Revenue Collection and Management
BRU, Program,, or Subprogram(s) Affected': Administrative Services Div.
(Note: If more than one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands erf Dollars)
I FY 83 | FY 84 FY 85 FY 86 FY 87 FY 88

100 PERSONAL SERVICES 
200 TRAVEL 
300 CONTRACTUAL 
400 COMMODITIES 
500 EQUIPMENT 
600 LAND & STRUCTURES 
700 GRANTS,CLAIMS,ETC

- I
- I
-  I
-  i
-  I
- I
- I

-  I
- I
- I
-  !
-  I
- I

TOTAL -0- | -0- | -0-

FUNDING (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER (Specify Source)

- I - I

POSITIONS

FULL TIME 
PART TIME 
TEMPORARY

-0- I -o- I -o-
III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

The repeal of the Permanent Fund Dividend program has already been reflected in the 
Governor's FY84 Executive Budget.

IV. DATE: PREPARED BY:
I AGENCY: ____

Original: Legislative Finance PHONE: _____
cc:' Office of Management and Budget

Prime Sponsor (First Legislator Named) 

33-001 (Rev. 01/83)

0MB Reviewed by : Glen Price



I. REQUEST
Bill/Resolution Number: HB 11_______________________________________________
Title: An Act repealing the permanent fund dividend program.
Requested by: House State Affairs Committee Date: January 2 1 TT983

II. FISCAL DETAIL 
Agency Affected: Revenue
Program Category Affected: Permanent Fund, Dividend Fund
BRU, Program, or Subprogram(s) Affected:  _____________________
(Note: If more than one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)
|- FY 83 I FY 84 | FY 85 | FY 86 | FY 87 I FY 88

I I- I-
100 PERSONAL SERVICES 
200 TRAVEL 
300 CONTRACTUAL 
400 COMMODITIES 
500 EQUIPMENT 
600 LAND & STRUCTURES 
700 GRANTS,CLAIMS,ETC

- I
- I
- I
- I
- I
- I
- I

- I
- I
- I
- I
- I
- ! 
- I

- J
- I
-  I

- i
- I
- I
- I
- I
- I

- I
- I
- I
- I
- I
- I
- I

TOTAL - I - I - I

FUNDING (Millions of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER (Specify Source)

- I
-  I
-  I
-  I
-  I 
0

-  I
- I
- I
- I

- I -  I
- I
- I
- I

POSITIONS

FULL TIME 
PART TIME 
TEMPORARY

- ! - I
- I

- !

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

The aforementioned amounts reflect no impact since what is p r o p s e d  is, I am 
informed by Management and Budget, already implied in the gove nor's budget.

IV. DATE: January 24, 1983

,  ■

PREPARED BY:, Vincent Wright 7/

Original: Legislative Finance __
cc: Office of Management and Budget

Prime Sponsor (First Legislator Named) 

33-001 (Rev. 01/83)

0MB Reviewed by : Glen Price'
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Official Business

. t« * '.v r ̂ 5.' • ■••'’*• • - 'r'j.'**’

^Jagka J&ate ‘plejtelatare
House of Representatives

Committee on Slate Affairs Pouch v
State Capitol 

Juneau, Alaska 99811
AGENDA •

DATE: 1/28/83

TIME: 1:00 p.m.

I. Call meeting to Order

A. Note the committee members, present.

B. Welcome those observing the meeting.

C. Remind those who have not signed in to do so. And remind those 
giving testimony to speak up and state their name before talking.

II. Announce legislation under consideration:

EO 53 - Creating Office of Budget and Management 

HB 11 - Repealing the permanent fund dividend program.

h i
Other notes or reminders:

There is a note in vour file. iSmfe-. to ask Mr. MocDowell from DBM. Lj. < ^

HSA Form #004



23.085, and 43.23.095 as set out in seC/
tion of permanent fund dividends durlrt 

provisions of AS 43.23 and notwithjtans., 

not be enacted into law before the effit.

nont fund for fiscal year 1982 tranaf«~»- 

ed for payment of permanent fund dividers 

e dividend fund and be used for payrent t* 

83 along with the fiscal year 1983 earclrp 

ferred to the dividend fund, 

dend distribution under this section (r it 

AS 43.23 for the years 1979 - 1981.

SLA 1980, is repealed.

43.23.050(c) are repealed.

.014, 43.23.020, 43.23.030, 43.23.040, *:i.- 

.23.080, 43.23.090, and 43.23.100 are re-

, 13, and 14 of thio Act are repealed, 

applies only to the determination of the 

ad to be paid in 1983 and applies only l! 

trlbuted under sec. 19 of this Act on ot 

that date, the United States Supreme Ci’-r*

n t ra ry  p rov is ions  of AS 43.23.030, by 
o f revenue s h a l l  give pub l ic  no t ic e  of Is* 

dend t o  be paid i n  1983. The c a r e d sslcet*

ount of incase of the Ala ska permanent f- 1 
year 1983 transferred to the dividend f-r- 

-18- IICS CSSB 842(Fln) am H

% .
43.23.050(b),

( (2) determining the number of permanent fund dividends that would

n paid during 1982 if sec. 19 of this Act had not taken effect and an 

e,, aate of the number of permanent fund dividends for a prior year under 

’•V •I.SJ.014, and

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

stunt determined in (2) of this subsection.

N • S«c. 25. If secs. 2 - 5  and 14 of this Act take effect under the 

^•rutiloni of sec. 27 of this Act, then all other provisions of AS 43.23, as 

In ch. 21, SLA 1980 and as amended in secs. 8, 10 - 12, and 15 - 17 

fi' •*.!» Act, remain in effect.

• Sec. 26. Notwithstanding the provisions of AS 43.23.014(c), enacted in 

im i of this Act, tAilch require an individual to file an application for 

p . it year permanent fund dividends within one year after reaching 18 years

r>' H«. an individual may file a claim during 1983 for permanent fund dlvl- 

!>•.* for all prior years for which the individual is eligible if that 

l-i.rLiual has turned 18 years of age on or before the last day for filing an 

••■.’.ration durirg 1983.

* Sec. 27. Sections 2 - 5 ,  14, 23, and 25 of this Act take effect 60 days 

Ka r  the date that the United States Supreme Court decides that AS 43.23.010

i I* irnlld but also decides that AS 43.23.010 would not violate the United 

[]>*•• Constitution if the amount of a permanent fund dividend verc doter- 

by sccumilated years of residency in the state beginning on or a,fter 

1, 1979 .

^  * S«c. 28. Sections 1 and 22 of this Act take effect 60 days after the 

L*'f* C^c United States Supreme Court decides that AS 43.23.010 is in- 

; because the amount of a permanent fund dividend is determined by accu­

s e d  years of residency in the state whether those veers are counted 

or after January 1, 1979.

Chapter 102

-19- IICS CSSB 842(Fin) am II



,
h e s r c n s i b i l i t v  for R e c o m m e n d a t i o n s :

l  . w h i i j  ui i u u n L e i ; a  m .iv c ::;u jcx  Zi. , fj / *2  \

T h e  l e g i s l a t i v e  e n a c t m e n t  c r e a t i n g  the A l a s k a  P e r m a n e n t  For.d C o r p o r a t i o n  

m a n d a t e s  that the t r u s t e e s  in t he i r  a n n u a l  rep o r t  sub m i t  t heir " r e c o m m e n d a t i o n s  

o f  a n y  n e e d e d  c ha n g e s ,  an d  a n y  o t h e r  i n f o r m a t i o n  the b o a r d  b e l i e v e s  w o u l d  be of 

i n t e r e s t  to the G o v e r n o r , the L e g i s l a t u r e ,  and .the p u b l i c . "  (Sec. 37.13 170)

O n d c r  p r e s e n t  law, t his c o u l d  be the most i m p o r t a n t  c o n t r i b u t i o n  by the 

tru s t e e s.  F u r t h e r m o r e ,  u n d e r  e f f i c i e n t  trust a d m i n i s t r n t i r n  w h i l e  the g r a n t o r  

(the L e g i s l a t u r e )  ha s the r e s p o n s i b i l i t y  for d e t e r m i n i n g  the p o l i c y  and o b j e c t i v e s  

of a trust, the t r u s t e e s  (the board) h a v e  an o b l i g a t i o n  to d r a w  cn t h e i r  

c o l l e c t i v e  e x p e r i e n c e  a n d  sub m i t  o p t i o n s  a n d  consccuc-nces w i t h  dec i s io n ,  in 

this case, b y  the L e g i s l a t u r e .

C o n t r a s t  w i t h  P r o v i n c e  o f  A l b erta:

w h e n  the A l b e r t a  l e g i s l a t u r e  c r e a t e d  the A l b e r t a  H e r i t a g e  S a v i n g s  T r u s t  

Fund, they o p t e d  to c e n t r a l i s e  their o i l  e n d o w m e n t  in o n e  c o r p o r a t i o n  w i t h  

b r o a d  p o w e r s  a n d  r e s p o n s i b i l i t y  for al l  i n v e s t m e n t s  in b o t h  p r o f i t  an d  n o n - p r o f i t  

p r o j e c t s ,  r e s e a r c h ,  loans, etc. O u r  A l a s k a n  L e g i s l a t u r e  has m a d e  the d e c i s i o n  to 

use m u l t i p l e  c h a n n e l s  t h r o u g h  w h i c h  the oil r e v e n u e s  are directed. T h e s e  

c h a n n e l s  m i g h t  be b r o a d l y  c l a s s i f i e d  a s  follows:

1. O p e r a t i n g  b u d g e t

2. C a p i t a l  b u d g e t

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

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

4. Loa n  p r o g r a m s  (incl u d i n g  e q u i t y  p a r t i c i p a t i o n s )  for b u s i n e s s  and  housing.

5. P e r m a n e n t  F u n d  C o r p o r a t i o n

C o n s e q u e n c e s  of M u l t i p l e  C h a n n e l s :

T h e  fact t h a t  w e  in A l a s k a  h a v e  c h o s e n  the m u l t i p l e  route c o n c e p t  d o e s  not mean 

w e  c a n  e s c a p e  f r o m  the n e e d  for c o o r d i n a t i o n  and f o r w a r d  p l a n n i n g  of v a r i o u s  

o p e r a t i o n s  fu n d e d  b a s i c a l l y  from a s i n g l e  source. Else  w e  run the d a n g e r  of:

1. O v e r l a p p i n g ,  w.ith m o r e  than o n e  a g e n c y  t r e a t i n g  the s a m e  problem.

2. K i s s i n g  o b j e c t i v e s ,  w i t h  w o r t h w h i l e  p r o j e c t s  n o t  fur.rfed.

.3. E m p h a s i z i n g  the immed ia t e ,  w i t h  i n a d e q u a t e  a t t e n t i o n  to the l o n g - t e r m  

concerns.

4. S u b s t i t u t i n g  p u b l i c  f u n d i n g  for e x i s t i n g  p r i v a t e  s o u r c e s  of capital.

5. C o n c e n t r a t i n g  o n  s t a t e  fund in g  r at h e r  tha n  p u b l i c  l e a d e r s h i p  in g e t t i n g  

l ocal p a r t i c i p a t i o n .

In the a b s e n c e  o f  a l o n g - t e r m  plan, the L e g i s l a t u r e  has m a d e  a c o m m e n d a b l e  

e f f o r t  to c o o r d i n a t e  a n d  a r r a n g e  the r e l a t i v e  p r i o r i t i e s  d u r i n g  the course of. 

the s e s s i o n s .  H ow e v e r ,  the p o l i c y - m a k i n g  b o d y  w i l l  a l w a y s  perform, best w h e n  free 

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



■ ; , . , . - 
v ,A b r i e f  r e v i e w  of the Ferhihe.nt Fun d  as p r e s e n t l y  c o n s t i t u t e d  should,

not cr.lv i d e n t i f y  p o s s i b l e  m o d i f i c a t i o n s  in the F und itself, b u t  also

e v i d e n c e  w h y  the F u n d  n e e d s  to be c o o r d i n a t e d  w i t h  a l t e r n a t i v e  a v e n u e s  for 

d i s p o s i t i o n  o f  oil r e v e n u e s .

I n v e s t m e n t  P ro b l e m s :

1.- B e c a u s e  the i n v e s t m e n t  c r i t e r i a  p r o v i d e  onl y  for m o n e y  ins t ru m e n t s ,  

there is no h e d g e  a g a i n s t  i n f l a t i o n.

2. C l a r i f i c a t i o n  of  p o l i c y  r e g a r d i n g  d i s p o s i t i o n  o f  c u r r e n t  e a r n i n g s  of 

the F u n d  w o u l d  be b e n e f i c i a l .  The l a w  now p r o v i d e s  for a 50 p e r c e n t  d i v i d e n d

d i s t r i b u t i o n  to the p e o p l e  o f  Alaska. If the o t h e r  50 p e r c e n t  c o u l d  be r e t ained

in the Fund, t h e s e  b e n e f i t s  w o u l d  a c c r u e :

(a) L o n g e r  t e r m  i n v e s t m e n t s  c o u l d  be m a d e  w i t h  h i g h e r  returns.

(b) It w o u l d  f a c i l i t a t e  a p a r t i a l  o f f s e t  to inflation.

(c) A s s u m i n g  the r e s i d e n t  p o p u l a t i o n  of A l a s k a  will inc r e a s e ,  it w ould

h e l p  m a i n t a i n  the d i v i d e n d  irate as w e l l  as the p e r  c a p i t a  a ss e t  value-

o f  the Fund.

3. T h e r e  a p p e a r s  to be no i n v e s t m e n t s  in Al a s ka  f r o m  the Fund, c o n t r a r y  to 

the i n t e n t  of Sec. 3 7 . 1 3 . 1 2 0  (1) (1).

A l t e r n a t i v e  I n v e s t m e n t  C o n c e p t s :

T h e  L e g i s l a t u r e  has s t a t e d  that the Fun d  "Sho u ld  be u s e d  as a s a v i n g s  devi c e " 

and its a s s e t s  " only be us e d  for i n c o m e - p r o d u c i n g  i n v e s t m e n t s . "  It a l s o  m a n d a t e s  

the use o f  the " p r u d o n t - m a n  rule." H o w e v er ,  an i m p o r t a n t  fact, w h i c h  n e c e s s a r i l y  

affects i n v e s t m e n t  thinking, is the p r o s p e c t i v e  site of  the Fund. L a t e s t  D e p a r t m en t

o f  R e v e n u e  f o r e c a s t s  e s t i m a t e  the P e r m a n e n t  Fun d  to be $28 b i l l i o n s  by the year

2000. •

O n c e  the c o n c e p t  is a c c e p t e d  that the oil r e v e n u e s  p r o c e e d  f r o m  one source; 

that m a n y  of th e  p r o j e c t s  a u t h o r i z e d  b y  the L e g i s l a t u r e  ire in p r i n c i p l e  a type 

o f  p e r m a n e n t  f u n d i n g  for the b e n e f i t  o f  all A l a s k a n s ;  the n  t he r e  is no reason w h y  

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

r e s e r v e d  to the P e r m a n e n t  Fund.

F or example*, if a h y d r o - p o w c r  p r o j e c t  is d e e m e d  w o r t h y  f rom a c r e d i t  and 

p u b l i c  s t a n d p o i n t  to be f u n d e d  by the L e g i s l a t u r e  (oi t h r o u g h  its d e s i g n a t e d  agency) 

with 50 p e r c e n t  o f  the c o s t  as a grant, the o t h e r  50 p e r c e n t  c o u l d  be an i n v e s t m e n t  

by t ic • P e r m a n e n t  Fund. If th e  P e r m a n e n t  Fu id c h a r g e d  sa y  101,. the net cos t  to 

the p r o j e c t  w o u l d  be 5rt w h i c h  w r u l d  p r o b a b l y  m a k e  it v i a b l e  and e n s u r e  a p r of i t a b l e  

r e t u rn  to the Fund.



.
To o f f s e t  i n f l a t i o n ,  th e r e  m u s t  be a r e t u r n  to the Fun d t h a t  covers the 

C P I  ( C o n s u m e r P r i c e  Index) e s c a l a t i o n  p l u s  a n o r m a l  re t u r n  for th e  use o f  the 

funds. T h i s  c a n n o t  c c m o  f r o m  i n t e r e s t  a l o n e  h u t  r e q u i r e s  ar. e q u i t y  instrument.

E x a m p l e s  are:

(1) O w n e r s h i p  in real e s t a t e .  T h i s  can be in land w i t h  a r e s p o n s i b l e  

b u i l d e r  p u t t i n g  up th e  i m p r o v e m e n t s .  A good e x a m p l e  is the o w n e r s h i p  b y  the 

U n i v e r s i t y  o f  W a s h i n g t o n  o f  choice, c e n t r a l  c o r e  real e s t a t e  in Seattle. Or 

the s t a t e  c o u l d  lease, r a t h e r  tha n  sell, some o f  the lan d  r e c e i v e d  from the 

F e d e r a l  g o v e r n m e n t  w i t h  r e n t a l s  to the P e r m a n e n t  Fund. U n d e r  p r o p e r  s afeguards, 

and w i t h  m o s t  o f  the m o n e y  p u t  up by. s t r o n g  p a r t n e r s ,  the Fund c o u l d  take a 

p o s i t i o n  in i m p r o v e m e n t s  s u c h  as b u i l d i n g s ,  p a r k i n g  g a ra g e s ,  p o r t  facilities, etc.

(2) M a r k e t a b l e  stoc k s .  B e c a u s e  o f  the p r o s p e c t i v e  size or the Fund, some 

i n v e s t m e n t  m u s t  be o u t s i d e ' o f  Alaska. An y  c o m m i t m e n t  in s t o c k s  sh o u l d  be split 

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

e n s u r e  c o m p e t i t i o n  o f  p e r f o r m a n c e  a n d  r e d u c t i o n  in risk and r e g u l a r  g r a d i n g  of 

the results.

(3) O w n e r s h i p  in n a t u r a l  r e s o u r c e s  r e l a t e d  e n t e r p r i s e s .  If the ga s  line is 

built, it wil l  p r o b a b l y  i n v o l v e  f i n a n c i n g  by t h e  o w n e r  of  the gas, namely, the 

m a j o r  o il  c o mpanies. If th e y  p u t  t h e i r  m o n e y  in, t here s h o u l d  b e  little risk to 

the F u n d  by t a k i n g  a c o m b i n a t i o n  p o s i t i o n  of l i m i t e d  d e b t  ar.d equity. The same 

p r i n c i p l e  and  s a f e g u a r d s  can be a p p l i e d  w i t h  r e s p e c t  to f i n a n c i n g  the extraction.

o f  g a s  l i q ui d s  o r  an a d d i t i o n a l  ref i n e r y.  In a d d i t i o n  to the e q u i t y  features, there 

are c o l l a t e r a l  b e n e f i t s  of g e t t i n g  the p r o j e c t  u n d e r w a y  a n d  e n s u r i n g  c o n s i s t e n c y  

in s t a t e  p o l i c i e s  o f  t a x a t i o n ,  r e g u l a t i o n ,  etc.

(4) P u b l i c  s e r v i c e  pro j ec t s .

(a) It is w e l l  k n o w n  t h a t  i n t r a - s t a t e  c o m m u n i c a t i o n  r a t e s  are s u b st antial 1' 

h i g h e r  than i n t e r - s t a t e .  M a n y  a r ea s  h a v e  i n a d e q u a t e  service. W h i l e  the 

s t a t e  c o u l d  s u b s i d i z e  o p e r a t i n g  costs, as it h a s  wit h  r e s p e c t  to t e l e v is i o n  

the F u n d  c o u l d  m a k e  a l i m ; tcd e q u i t y  i n v e s t m e n t  in a s a t e l l i t e  wi t h-the 

l ead c o m p a n y  i.n this f ie l d  in Alaska.

(b) power-.-both h y d r o  a n d  fosil f u e l e d - - i s  n e e d e d  for p u b l i c  benefit.

If p u b l i c  ow n e d ,  c o n s i d e r  m a t c h i n g  f unds w i t h  loeai a u t h o r i t i e s .  If- 

p r i v a t e l y  o w n e d ,  the s ame f i n a n c i a l  s t r e n g t h  fro m  the p r i n c i p a l  owners 

s h o u l d  be rt .e;,' id as in the .d i s c u s s i on  of n a t u r a l  r e sources. Alrea d y

in thi s  m e m o r a n d u m  h a s  been p o i n t e d  ou t  h ow  a c o m b i n a t i o n  of g r an t  ar.d loan 

from the F u n d  c a n  h e l p  b o t h  the p r o j e c t  and the Fund.

(c) W a t e r  a u t h o r i t i e s .  W h i l e  A l a s k a  is b l e s s e d  w i t h  a t r e m e n d o u s  n a t u r a l



'
s f o r  i n d u s t r y ,  s u c h  as fish  p r o c e s s o r s  a n d  fu t ur e  m i n i n g

r e s i d e n t i a l .  Ag a i n,  the f i n a n c i n g  c a n  be b y  a f o r m u l a  u sing state

and i n c o m e  to' the Fund. F r e q u e n t ly ,  s u c h  w a t e r  p r o j e c t s  can be tied

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

(d) T r a n s p o r t a t i o n .  M a n y  c o m m u n i t i e s  in A l a s k a  n e e d  n e w  o r  e x p a n d e d

m a r i n a s ,  h a r b o r  i m p r o v e m e n t s ,  an d  a i r p o r ts .  W h i l e  the L e g i s l a t u r e

may w i s h  to fund t h e s e  p r o j e c t s  t h r o u g h  d i r e c t  a p p r o p r i a t i o n  or grants, 

local p a r t i c i p a t i o n  w o u l d  j u s t i f y  n e e d  a n d the F u n d  c o u l d  be used for 

r e v e n u e - p r o d u c i n g  p r o j e c t s .  T h i s  w a s  the t e c h n i q u e  u s e d  by both the 

c i t i e s  o f  A n c h o r a g e  a n d  K o d i a k  to finance c r a n e  i n s t a l l a t i o n s  at t h e i r  

r e s p e c t i v e  d o c k s ,  w i t h  u l ti m a t e  p a y m e n t  c o m i n g  f r o m  Se a  L a n d  Cor p o r a t i on .

A l a s k a  w i t h  s t r o n g  s a f e t y  f a ct o r s ,  an o f t - m e n t i o n e d  c o n c e r n  o f  the public. With 

the p r o s p e c t i v e  size o f  the P e r m a n e n t  Fund, a bold, n e w  a p p r o a c h  is n e e d e d  to 

h a v e  a n y  m e a n i n g f u l  i n v e s t m e n t  in Alaska. T h i s  ca n  be a c c o m p l i s h e d  thro u g h  real 

e stat e ,  i n c o m e - r e l a t e d  p r o j e c t s , and p u b l i c  s e r v i c e  p r o j e c t s .  Again, the size of 

the F u n d  will i n v o l v e  o u t s i d e  i n v e s t m e n t  and the b a s i c  p r i n c i p l e s  are e q u a l l y  

a p p l i c a b l e  to the b e n e f i t  o f  the Fund.

F r a n k l y ,  the F u n d  s h o u l d  be abl e  to follow the lea d  o f  o u r  n a t i o n a l  i n s u r a n c e  

c o m p a n i e s  and m a k e  p r i v a t e  p l a c e m e nt s .

S u m m a r y :

It is a p p a r e n t  t h a t  the investmc it r e s t r i c t i o n s  on the m a n a g e m e n t  of the 

P e r m a n e n t  Fund can be s a f e l y  an d  b e n e f i c i a l l y  m o d i fi e d .  In so doing, there should 

be c o o r d i n a t i o n  w i t h  o t h e r  a g e n c i e s  a n d  d i s b u r s e m e n t s  of th e Le g i s l a t u r e .  This 

w i l l  mobilize t h e  fu n d i n g  c a p a b i l i t i e s  of the s t a t e  an d  e n s u r e  l e a d e r s h i p  for 

b e t t q r  living.

T o  p u t  this in p e r s p e c t i v e :  if a n e w  a r r i v a l in A l a s k a  can s t e p  off the p l a n e

a nd a c q u i r e  a h o m e  w i t h  o v e r  $ 3 0 , 0 0 0  in s u b s i d y  by the s t a t e in interest d u r i n g  the 

life o f  the lca'n, s h o u l d  wc not s t i m u l a t e  p r o j e c t s  t h a t  p r o d u c e  income, an d  at the 

s a m e  time, b e n e f i t  a b r o a d  s e c t i o n  of the A l a s k a n  p o p u l a t i o n ,  m a n y  of w h o m  h ave 

l i v e d  h e r e  all t h e i r  l ife?

I n v e s t m e n t  in A l a s k a :

T h e  f o r e g o i n g  s u g g e s t i o n s  p r o v i d e  for e n l a r g e d ,  p r o f i t a b l e  i n v e s t m e n t  in



" :
* It w o u l d  s e r v e  as a n a t i o n a l  m o d el  a n d  s h o w  w e  are r e s p o n s i b l e  c u s t o d i a n s  o f

b o t h  o u r  lan d  a n d  o u r  w e a l t h .  T hus w o u l d  w e  b e s t  e s c a p e  b e i n g  d e s i g n a t e d  as the

" b l u e - e y e c  A r a b s "  o f  the North.

T h e  ver y  s u c c e s s  in the p u b l i c  m i n d  c f  o u r  h a n d l i n g  th e  P e r m a n e n t  F und in

c o o r d i n a t i o n  w i t h  o t h e r  a g e n c i e s  w i l l  in the lon g  run d e t e r m i n e  the am o u n t  p l a c e d

T h e  i n t e r r e l a t i o n s h i p  o f  all the a l l o c a t i o n s  of o il  m o n e y  s t r o n g l y  s u p p o r t s  

the p r i n c i p l e  o f  l o n g - r a n g e  p l a n n i n g  a n d  b u d g e t i n g .  We  n e e d  in t h e  state a f iv e - y e a r  

an d  t e n - y e a r  b u d g e t  .of c a s h  o u t flow, e s p e c i a l l y  c a p i t a l  e x p e n d i t u r e s .  T h i s  is not 

as d i f f i c u l t  as m a y  f i r s t  appear.

T h e r e  are m a n y  o b v i o u s  be n e fi t s :

1. D i s c i p l i n e  in t h i n k i n g  a n d  com p ut a t i o n .

2. A r a t i o n a l  b a s i s  for a l l o c a t i o n  o f  funds.

3. F r e e d o m  f r o m  p r e s s u r e s  on the L e g i s l a t u r e .by l o b b y i s t s  and s p e ci a l -  

i n t e r e s t  groups.

4. F u r n i s h  the e x t r a  time tlo the L e g i s l a t u r e  to e x e r c i s e  its p r i m e  p u b l i c  

p o l i c y  f u nction.

R e c o m m e n d a t i o n :

It is my s u g g e s t i o n  tha t  the L e g i s l a t u r e  m a k e  use o f  the B o a r d  of T r u s t e e s  of 

the A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n  to s erve in this c o n n e c t i o n  a s  a r e v i e w  bod y  

in a s t a f f  p o s i t i o n  to t h e  Legislature..

T h e  a d v a n t a g e s  are as follows:

1. The t r u s t e e s  a r e  c o m p l e t e l y  o b j e c t i v e  w i t h  no a u t h o r i t y  b u t  their ideas. 

All d e c i s i o n s  m u s t  be- m a d e  b y  the L e g i s l a t u r e .

2. Thi s  p r o c e d u r e  d o e s  n o t  d i s t u r b  e x i s t i n g  a g e n c i e s  no r  a l t e r  the m u l t i p l e  

a p p r o a c h  to d i s t r i b u t i o n  o f  the oil money.

3. It g i v e s  the t r u s t e e s  s o m e t h i n g  m e a n i n g f u l  to do. T h e y  c o u l d  t h e r e b y  

d i s c h a r g e  the r e s p o n s i b i l i t i e s  w h i c h  che p u b l i c  a s s u m e s  t h e y  have.

4. It is c o s t  e f f e c t i v e .  Th e r e  w o u l d  be n o  n e e d  to h i r e  e x p e n s i v e  o u t s i d e  

c o n s u l t a n t s .  T h e  facts a n d  c o n s i d e r a t i o n s  a r e  available . T he  t ask c o u l d  be • 

a c c o m p l i s h e d  t h r o u g h  e x i s t i n g  d e p a r t m e n t s  and p e r s o n n e l  w i t h  mininth1 aid and 

s e c r e t a r i a l  help.

in th e  P e r m a n e n t  Fund, e s p e c i a l l y  as the G e n e r a l  F u n d  m a v  run down.

E l m e r  R a s m u s o n



JAY S.{HAMMOND. GOVERNOR

D E PA R T M E N T  OF REVENUE
OFFICE OF W E  COMMISSIONER

POUCHS
JUNEAU, ALASKA 99811 
PHONE: (9071 465-2300

February 2, 983

The Honorable Mike M. Miller 
Alaska State Legislature 
House of Representatives 
Pouch V
Juneau, AK'99811

Dear Representative Miller:

During my talk last Friday, I alluded tc the fact that there would be 
over one billion dollars in bonds (both general obligation and revenue) 
sold this coming year. Below is a summary of anticipated sales by agency 
and attached is a breakdown of our statistics received from those 
agencies involved.

Agency
1/1/83 through 

6/30/83
7/1/83 through 

6/30/84

Alaska Housing Finance Corporation 350 million 840 million

Alaska Industrial Development Authority 90 million 250 million

Alaska Power Authority none 35 mi 11 ion

Municipal Bond Bank Authority 30 million 45 million

State Bond Committee 80 million none

Total estimated bond sales 550 million 1,170 million

You also asked whether or not the Governor's alternatives to the 
existing Permanent Fund Dividend program would be considered dividends 
for purposes of the constitutional State Spending Limit. Those 
alternatives, as set out in his Budget Address, are:

1. Alaska Investment Fund
2. Revenue Sharing and Municipal Assistance
3. Longevity Bonus program
4. Reinvestment in the Permanent Fund itself.



The Honorable Mike M. Miller 
February 2, 1983 
Page 2

The Department of Law is currently researching this matter. It is their 
unofficial advice that preliminary research suggests that items 2, 3, and 
4 will be considered a dividend. Research is still pending on the Alaska 
Investment Fund. As research has not been completed and the Department 
has not released an official opinion, you must consider this view 
unofficial.

If there is additional information you need, please do not ^estitate 
to contact me.

RDH:CB:ml1 

Attachments

cc: The Honorable Mitchel E. Abood, Chairman
and Committee members 
House State Affairs Committe 
w/attachments

Glen Price
Management and Budget 
w/attachments

S*

Robert D. Heath 
Commissioner of Revenue



Questions submitted to the agencies contacted:

1. How many millions of dollars of GO and revenue bonds do you estimate 
will be sold between 1/1/83 through 6/30/83?

2. How many millions of dollars of GO and revenue bonds do you estimate
will be sold during FY 84?

3. What was the interest rate at your last bond sale?

4. What is the total bonded indebtedness of your agency?



Alaska Housing Finance Corporation

Estimated between 1/1/83 and 6/30/83:

A. Taxable: 150 million dollars

B. Veteran's GO: 100 million dollars

C. Tax exempt: 100 million dollars

Estimated during FY 84:

A. Taxable: 500 million dollars (1st mortgage)
15 million dollars (2nd mortgage)

B. Veteran's GO: 225 million dollars
Note: Authorized to sell 400 million dollars by 12/30/84

C. Tax exempt: 100 million dollars

TOTAL estimated- bonds to be sold: 1,190 Million

A. Taxable: 11.6750 True interest cost
12.6700 Cast of funds

B. Veterans: 8.7273 True interest cost
9.4000 Gout of funds

C. Tax exempt: 10.550 True interest cost
11.220 Cost of funds

The Corporation's lending activities are: 

$2,490,125,000 issued in total 

$2,443,615,000 outstanding as of 1/1/83



ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY

Estimated between 1/1/83 and 6/30/83:

A. Revenue: 40 million dollars

B. GO: 50 million dollars

Estimated during FY 84:

A. Revenue: 100 million dollars

B. GO: 150 million dollars

TOTAL estimated bonds to be sold: 340 Million

A. Revenue: variable from issue to issue

B. GO: 11.23 True interest cost (average)

The Corporation's lending activities are:

GO: $101,325,000 issued in total
Revenue: $310,000,000 issued in total

GO: $ 90,000,000 outstanding as of 1/1/83
Revenue: unavailable at this time



ALASKA POWER AUTHORITY

Estimated between 1/1/83 and 6/30/33:

A. Variable demand rates: none

B. GO: none

Estimated during FY 84:

A. Variable demand rates: none

B. GO: 35 million dollars

TOTAL estimated bonds to be sold: 35 Million

A. VDR: Tax Exempt Mote Rate + 1/4 of 1% = approx 9% quarterly
Earned interest in investments estimated at 11%

B. GO: Variable rate not tax exempt
Earned interest in investments estimated at 13%

The Corporation's lending activities are:

Variable rate demand notes: $165 Million issued

GO: $35 mill ion i ssued



Municipal Bond Bank Authority

Note: FY 82 actual was $48,500,000 issued of both types

1. Estimated between 1/1/83 and 6/30/83:

A. Revenue: none

B. GO: 30 million dollars

2. Estimated during FY 84:

A. Revenue: 15 million dollars

B. GO: 30 million dollars

TOTAL estimated bonds to be sold: 75 Million

3 A. Revenue: 10.34 True interest cost

B. GO: 10.34 True interest cost

4. The r.orporationJs lending activities are: 

$130,000,000 issued in total 

$122,000,000 outstanding



STATE BOND COMMITTEE

Total State bonded indebtedness (debt to maturity): $1,435,716,090*
Interest Rate at next bond sale: calculate at 9% for 10 year period 
Anticipated Sales this year: 80 million dollars

interest rate at last bond sale ($185 M on 10/20/82) at 7.73%

1. Estimated between 1/1/83 and 6/30/83:

Tax exempt: 80 million dollars

2. Estimated during FY 84:

Tax exempt: none authorized excluding the Veteran's GO Bonds
mentioned in item 4 below.

TOTAL estimated bonds to be sold: 80 Million

3. Tax exempt: 8.73 True interest cost

4. The Corporation's lending activities are:

Authorized GO Bonds: $1,400,550,500
Issued GO Bonds: $1,319,057,000
Unissued GO Bonds: $81,493,500
Outstandi ng; $1,007,898,000

Note: The ,74 figures do not include the November, 1982 authorization of
400 million to purchase mortgages for qualifying vets as these are 
mortgage revenue bonds (see AHFC report) which are, however, 
unconditionally guaranteed as a general obligation of the State. $50 
million of these were sold 1/26/83





FISCAL NOTE

I .  R E O U E S T
B i l l / R e s o l u t i o n  M o .  H o u s e  B i l l  N o .  1 1 ____________________ _ _ _ _ _______________

• T i t l e  " A n  A c t  r e p e a l i n g  t h e  p e r m a n e n t  f u n d  d i v i d e n d  p r o g r a m ;  a n d  
R e q u e s t e d  b v  H o u s e  S t a t e  A f f a i r s  D a t e  1 - 1 6 - 8 3  " p r o v i d i n g

f o r  a n  '
I I .  F I S C A L  D E T A I L  e f f e c t i v e  d a t e

A g e n c y  A f f e c t e d  O f f i c e  o f  t h e  G o v e ^ n o - T - __________________________________________
P r o g r a m  C a t e g o r y  A f f e c t e d  D i v i s i o n  o f  E l e c t i o n s ______________________________
B R U ,  P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d  p - i y - i c - j o n  ~ f  r i g p t i o n s _________
( N o t e :  I f  m o r e  t h a n  o n e  b u d g e t  c o m p o n e n t  i s  a f f e c t e a ,  s e p a r a t e  l i n e - i t e m  

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

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

100 PERSONAL SERVICEL
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND -St STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL -0- -0- - 0- -0- -0- -0-

F U N D I N G  ( T h o u s a n d s  o f  D o l l a r s )

G E N E R A L  FUNL'
F E D E R A L  F U N D S
O T H E R  ( S p e c i f y  S o u r c e )

P O S I T I O N S  N o n e

FULL TIME
PART TIME
TEMPORARY

I I I .  A N A L Y S I S  ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  I I I )

No a d d i t i o n a l  f i s c a l  i m p a c t  is a n t i c i p a t e d .  T h e  D i v i s i o n  of  
E l e c t i o n s  a l r e a d y  p r e p a r e s  a m i c r o f i c h e  l i s t i n g  of  a l l  p e r s o n s  
w h o  h a v e  r e g i s t e r e d  to v o t e  in t h i s  state. T h i s  l i s t  is 
g e n e r a t e d  f r o m  a m a g n e t i c  t a p e  c o m p a t i b l e  w i t h  D e p a r t m e n t  of 
A d m i n i s t r a t i o n  d a t a  p r o c e s s i n g  e q u i p m e n t .

I V .  D A T E  1 - 1 8 - 8 3 ___________________ P R E P A R E D  3Y  D a n i t h D. A r n o l d t  . D e p u t y  P i  • p e r . t n r >
A G E N C Y  O f f i c e  o f the G o v e r n o r .  D i v .  o f  E l e c t i c

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E  5 8 6 - 6 1 8 1 __________________
c c :  B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )
33-001 (Rev. 12/82)



F I S C A L  N O T E  0  E x p e n d i t u r e  T y p e
I I R e v e n u e  T y p e

I. R E Q U E S T

B i l l / R e s o l u t i o n  N o .  H B  11_____________________
3 *  ̂ 6 — A n  A c l  r e p e a l i n g  t h e  p e r m a n e n t  f u n d  H i v - M o n t -  p - m g - r a m .  . . ._________
R e q u e s t e d  b y  H o u s e  S t a t e  A f f a i r s ______________________________ D a t e  1 - 1 9 - 8 3

  LFr-ISEATURE 85?

I I .  F I S C A L  D E T A I L  
A g e n c y  A f f e c t e d , . D e p a r t m e n t  of P u b l i c  S a f p f v
P r o g r a m  C a t e g o r y  A f f e c t e d  L i f e  a n d  P r o p e r t y  P r o t e c t i o n _______________________
B R U ,  P r o g r a m ,  Of ’ S u b p r o g r a m ( s )  A f f e c t e d  T ) r i w r / V p } n > 1 p  S p r v i r p a __________
( N o t e :  I f  m o r e  t h a n  o n e  b u d g e t  c o m p o n e n t  i s  a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

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

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )

1 0 0  P E R S O N A L  S E R V I C E S
2 0 0  T R A V E L
3 0 0  C O N T R A C T U A L
4 0 0  C O M M O D I T I E S
5 0 0  E Q U I P M E N T
6 0 0  L A N D  &  S T R U C T U R E S
7 0 0  G R A N T S , C L A I M S , E T C .

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

T O T A L - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

F U N D I N G  ( T h o u s a n d s  o f  D o l l a r s )
G E N E R A L  F U N D
F E D E R A L  F U N D S  ^
O T H E R  ( S p e c i f y  S o u r c e )

P O S I T I O N S
F U L L  T I M E

P A R T  T I M S •

T E M P O R A R Y

I I I .  A N A L Y S I S  ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  I I I )  

T h i s  w o u l d  h a v e  n o  f i s c a l  i m p a c t  o n  D i v i s i o n  o f  M o t o r  V e h i c l e s .

Office of ^Ianaga7x^^(nd Budget 
Reviewed by: MikefMaher, Program Budget Analyst 

Division of Budget Review

I V .  DATE J a n u a r y  I Q ,  1 Q R 3 ________ PREPARED BY B i l l  B r o w n _____________Phone 4 6 S - 4 3 35
D I V I S I O N  M o t o r  V e h i c l e s  I n i t i a l s  r

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  • D E P A R T M E N T  O F  P U B L I C  S A F E T Y f ^ ^ t / I n i t i a I s  
c c :  B u d g e t  a n d  M a n a g e m e n t  * ~7 1 M

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )  y
33-001- (Rev. 12/82)
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T H E  T R U S T E E  P A P E R S

A  c o l l e c t io n  o f  p ro f e s s io n a l  p a p e r s  p r e p a r e d  f o r  
t h e  A la s k a  P e rm a n e n t  F u n d  C o r p o r a t i o n  B o a rd  o f  T r u s t e e s

Published in March, 1982

Alaska Permanent Fund Corporation
Pouch SB 

Juneau, Alaska 9 9 8 1 1
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A T A 7 F  O F  Al A F K A  
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill Me:____________ 20_______________________________Date on Bill:_________________________________

I111 e: "An Aot_re.lfltiH.q tQ..the-.reSPOnsibi1 ities Of the APPf: Pst.ah. standards of rnnHnrt __
Sponsor: m .M. Miller and Duncan

Requestor: . '_~_________________________________  ____________________________

1. Estimated fiscal impacts on:

a. Expenditures:
__________________________ (Thousands of Dollars 1

FY 83 FY 84 FY £5 FY 86
Capital
Ooeratina 399.5 ?UV - 4 i S . 1
Total 399.5 392.5 416.1

b. Revenues:

'j'Revenue 1 • . ) I I

2. Source of funds to offset ?iscal impact of bill:

r '

3. Assumptions:

All figures are ir, addition to the Governor's Request for $590.6 which provides 6 F/T
and 3 P/T positions for the APOC (under the three existing laws) in FY 84. FY 85 and 86
are based on an inflation factor of b%, Since the task of working with municipalities
and REAA School Districts is too large to be accomplished within the one year allowed for
those entities to enact their own codes, substantial travel is anticipated for successive 

years.
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HB 20 2/24/83 APOC Fiscal Note

The FY 84 total of $399.5 includes an RSA of $100.0 with the Department of 
Law for the services of a senior attorney, three new positions for the Alaska 
Public Offices Commission as well as funding to reclassify three existing positions, 
and increased travel and services to address the bill's applicability to munici­
palities and REAA school districts.

100 - Personal Services . $154.9

New: Assistant Director, Range 23 
Research Analyst II, Range 16 
Secretary, Range 12

Re-class: Executive Director from range 24 to 26 
Assistant Director from range 21 to 23 
Administrative Assistant II from range 14 to 16

200 - Travel $ 32>4

4 additional Commission meetings 0 $3,220 
Municipal information 2u compliance $15.0 
Council on Governmental Ethics $4.5

300 - Contractual $186.8

Printing (RSA) $10.0
Telephone $7.2
Word Processor Modum $1.4
Office Space (RSA) $25.2
Public Information $25.0
Data Processing (RSA or Contract) $18.0
Dept, of Law (RSA).$100.0 - includes $19.5 one-time

Attorney, range 24 & 1/2 time Sec., range 10/10 mo. $63.5 
Municipal travel, $7.5; services, $8.0; commodities, $3.5; 

equipment, $17.5

400 - Commodities $ 3.0

500 - Equipment (one-time items) $ 22.4
Word Processor/terminal, $17.9

FY 84 total ' $399.5

FY 85 total $392.5
Delete $41.9 in one-time items from FY 84; add $12.7 to cover 
2 months of Dept, of Law salaries, multiply by 1.06 to add 
inflation factor of 6%.

FY 86 total . $416.1
Mjltiply FY 85 by 1.06 for an inflation factor of 6 %.



INTRODUCTION OF BILLS (House)(cont'd)

H B  1 9  ( c o n t ' d )

a f t e r  G o v e r n o r ' s  s i g n a t u r e ) .

P u b l i c  
O f f i c i a  

( s t a n d a r d ^  
o f  c o n d u c t )

I n t r o d u c e d  J a n u a r y  1 7  a n d  r e f e r r e d  t o  H e a l t h ,  E d u c a t i o n  a n d  S o c i a l  
S e r v i c e s ,  t h e n  t o  F i n a n c e .

H O U S E  B I L L  N O .  2 0 .  By  M . M .  M i l l e r ,  D u n c a n ,  Z h a r o f f ,  D a v i s ,
M c B r i d e ,  S z y m a n s k i ,  W e n d t e ,  K o p o n e n ,  M a l o n e ,  L a r s o n ,
C l o c k s i n ,  G o l l ,  M c B r i d e ,  a n d  V a s k a .  A m e n d s  A S  39  ( P u b l i c  
O f f i c e r s  a n d  E m p l o y e e s )  b y  a d d i n g  a  new c h a p t  ~ ( A S  3 9 . 4 9 )  

o u t l i n i n g  s t a n d a r d s  o f  c o n d u c t  f o r  p u b l i c  o f f i c i a l s .  R e w r i t e s  
s e c t i o n s  o f  l a w  p e r t a i n i n g  t o  t h e  A l a s k a  P u b l i c  O f f i c e s  C o m m i s s i o n  
( A P O C )  ,  e x p a n d i n g  i t s  p o w e r s  i n  r e g a r d s  t o  c o n d u c t  o f  p u b l i c  
o f f i c i a l s .

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

New p o w e r s  g i v e n  t o  t h e  A l a s k a  P u b l i c  O f f i c e s  C o m m i s s i o n  ( u n d e r  AS 
1 5 . 1 3 ,  S t a t e  E l e c t i o n  C a m p a i g n s )  p r o v i d e  t h e  C o m m i s s i o n  a d m i n i s t e r  

JLaws r e l a t i n g  t o  s t a n d a r d s  o f  c o n d u c t  ( A S  3 9 . 4 9 ) ,  c o n f l i c t  o f  
v i n t e r e s t  ( A S  3 9 . 5 0 )  a n d  r e g u l a t i o n  o f  l o b b y i n g  ( AS  2 4 . 4 5 ) .  T h e  

C o m m i s s i o n  h a s  t h e  p o w e r  t o  i s s u e  a d v i s o r y  o p i n i o n s  o n  v i o l a t i o n s  
o f  s t a n d a r d s  o f  c o n d u c t ,  h o l d  h e a r i n g s  a n d  d e t e r m i n e  i f  t h e r e  i s  
s u f f i c i e n t  c a u s e  t o  b e l i e v e  a n  o f f i c i a l  s h o u l d  b e  r e m o v e d  f r o m  
o f f i c e .  T h e  C o m m i s s i o n  may  a l s o  a s s e s s  c i v i l  p e n a l t i e s  f o r  
v i o l a t i o n s  o f  AS 2 4 . 4 5 ,  AS  3 9 . 4 9  o r  AS 3 9 . 5 0 .  P r o v i d e s  t h e  
C o m m i s s i o n  may p u r s u e  a p p r o p r i a t e  l e g a l  r e m e d i e s  f o r  v i o l a t i o n s ,  
i n c l u d i n g  c r i m i n a l  p r o s e c u t i o n .

P r o v i d e s  t h e  s t a n d a r d s  o f  c o n d u c t  a p p l y  t o  s t a t e  o f f i c i a l s  o n  t h e  
e f f e c t i v e  d a t e  o f  t h e  b i l l  ( J u l y  1 ,  1 9 8 3 ) ,  a n d  t o  m u n i c i p a l  p u b l i c  
o f f i c i a l s  J u l y  1 ,  1 9 8 4 ,  u n l e s s  t h e  m u n i c i p a l i t y  a d o p t s  s t a n d a r d s  o f  
c o n d u c t  f o r  i t s  o f f i c i a l s ,  s u b m i t s  t h e  s t a n d a r d s  t o  A P O C ,  a n d  A P O C  
d e t e r m i n e s  t h e  m u n i c i p a l  s t a n d a r d s  a r e  s u b s t a n t i a l l y  s i m i l a r  t o  
t h o s e  a d o p t e d  u n d e r  AS  3 9 . 4 9 .  A P O C  s h a l l  c o n s i d e r  m u n i c i p a l  
s t a n d a r d s  b a s e d  o n  t h e  s i z e  o f  t h e  m u n i c i p a l i t y ,  r e c e n t  b u d g e t s ,  
p r o c e d u r e s  a d o p t e d  f o r  t h e  r e g u l a t i o n  o f  f i s c a l  p r o c e d u r e s ,  ; . a d  
o t h e r  m a t t e r s  s u b m i t t e d  t o  t h e  C o m m i s s i o n  b y  t h e  m u n i c i p a l i t y .

R e p e a l s  AS  1 5 . 1 3 . 0 4 5  ( S t a t e  E l e c t i o n  C a m p a i g n s .  I n v e s t i g a t i o n s ,  
h e a r i n g s . ) ;  AS 1 5 . 1 3 . 1 3 0 ( 6 )  ( c u r r e n t  d e f i n i t i o n  o f  
" m u n i c i p a l i t y " — r e p l a c e d  i n  new s e c t i o n s ) ;  a n d  AS  3 9 . 5 0 . 0 9 0  ( a )  -
( e )  ( C o n f l i c t  o f  I n t e r e s t .  P r o h i b i t e d  A c t s — d o e s  n o t  r e p e a l  AS 
3 9 . 5 0 . 0 9 0 ( f ) ,  p r o h i b i t i n g  a m u n i c i p a l  o f f i c i a l  f r o m  r e p r e s e n t i n g  a 
c l i e n t  f o r  a f e e  b e f o r e  t h e  m u n i c i p a l  b o d y  h e  r e p r e s e n t s ) .

P r o v i d e s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 8 3 .

I n t r o d u c e d  J a n u a r y  17  a n d  r e f e r r e d  t o  S t a t e  A f f a i r s ,  J u d i c i a r y ,  
t h e n  t o  F i n a n c e .
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Bill/Resolution No. HB 20___________________________________________
Title "An Act relating to the responsibilities of the Alaska Public

II.
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'
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FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

• r

POSITIONS

FULL TIME
PART TIME
TEMPORARY

. III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

A l t h o u g h  a d d i t i o n a l  w o r k  m a y  b e  c a u s e d  by e n a c t m e n t  of this bill, 
the d e p a r t m e n t  does n o t  b e l i e v e  a d d i t i o n a l  a t t o r n e y  level 
r e s o u r c e s  w i l l  b e  needed. T h e  d e p a r t m e n t  does n o t e  that the FY 
84 b u d g e t  r e q uests, for b o t h  the A P O C  and Law, p r o v i d e  for a d d i­
tional i n v e s t i g a t i v e  r e s o u r c e s  at the A s s o c i a t e  A t t o r n e y  level 
w h i c h  w i l l  b e  d e f i n i t e l y  n e e d e d  if this b i l l  is approved. It is 
a n t i c i p a t e d  that, for the time being, any n e w  l i t i g a t i o n  r e l a t e d  
to this b i l l  w i l l  o c c u r  at v a r i o u s  l o c a t i o n s  and be h a n d l e d  b y  
the e x i s t i n g  a t t o r n e y  staff.

IV. n A T E  . T ^ p n a r v  l o a i _______PREPARED BY Richard I .  Peguesi. )Dir. Adm. Svcs.
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Juneau, Alaska 99811

JAN 17 1983

TO: Representative Mike Miller

FROM: Michael Ford, Counsel
House Minority

RE: Conflicts of Interest (HB 20)

This bill as you knew is identical to the one passed out of the
House Judiciary Committee in the first session of the twelfe Alaska 
Legislature. The bill in essence creates standards of conduct for 
public officials, as well as setting up a system for disclosing 
conflicts that do occur. A  commission is also created to accept and 
initiate complaints concerning violations of the conflicts law.

The major point to hear in mind is that the bill covers all "public 
officials", which includes members and employees of the legislature, 
appointed officers and employees of state agencies and municipalities, 
and the Governor and Lieutenant Governor. Only Judicial branch • 
employees are nor. included. The bill is in two major parts, the first 
b e in g  the ethical standards and their operation, the second being the
administration of the law through the Commission. Each part will be
addressed in turn.

The standards to be applied to public officials is contained in 
section two of the bill. Specifically, gifts are prohibited where given 
to influence or reward an official action. Under the hi d i n g abuse of 
office, a list of specific conflicts is set forth, which are proscribed. 
These include using public office to benefit a member of the household, 
soliciting or accepting compensation for performing official duties, and 
using public equipment or facilities for private or campaign purposes.

The conflicts section of the bill sets forth those circumstances 
under which a public official cannot act, without violating the law.
This section however does contain an escape clause for both public 
officials and officials of municipalities. By disclosing the conflict, 
and in some cases doing so in writing, the official can take action 
without breaking the law.

The remainder of the bill sets out the structure of the 
Commission that will administer the law. The existing A.P.O.C. is given 
the responsibility f^r enforcement and administration. Of note is the 
power to issue an advisory opinion at the request of a public official, 
as well as the power to issue a determination that a wilful violation of 
the conflicts law has occured.

Finally it should be noted that municipalities may avoid coverage 
of this law by adopting "substantially similar" standards of conduct 
within one year of the effective date of this bill, which is July 1, 
1983.
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JAY S. HAMMOND, GOMHOR

DEPARTMENT OF LAW
OFFICE OF THE ATTORNEY GENERAL

POUCH K  - STA TE CA PITOL 
JUNEAU.ALASKA 99811 
PHONE: (907) 465-3800

December 3, 1982

Hon. Jay S. Hammond 
Governor 
State of Alaska 
Pouch A
Juneau, 99811

Seven situations have been brought to our attention

which require analysis of the law of conflict of interests. We 

address this opinion to you because of the statewide importance 

of these questions and because of the profound implications of

At the outset we must emphasize our key theme. The

fact that there may be no conflict of interests statute that 

makes a particular course of conduct criminal or otherwise im­

proper does not mean that it is legal. A transaction may not 

violate Alaska's criminal conflict of interests law, AS 39.50.- 

090; it may not even violate any one of a dozen civil statutes 

which prohibit conflicts of interests in specific agencies; yet 

it may still be illegal. By this opinion, we hope to make state 

officers and employees aware of an ethical code which is not in

Re: Conflict of interests
Our files: 366-255-83, 366-286-83

A66-393-81, J66-457-81

Dear Governor Hammond:

I. INTRODUCTION

our remarks for all officers an< employees of state government
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the A l a s k a  S t a t u t e s  b u t  w h i c h  is in f orce in Alaska: the c o m m o n

law. U n l e s s  a n d  u n t i l  the l e g i s l a t u r e  puts a d i f f e r e n t  b o d y  of 

e n a c t e d  l a w  in its place, the c o m m o n  law of c o n f l i c t  of i n t e r­

ests, as d e c l a r e d  by the courts, p r e s c r i b e s  the s t a n d a r d s  o f  c o n­

du c t  w h i c h  m u s t  b e  f o l l o w e d  by  all s t a t e  o f f i c e r s  a n d  employees.

T h e  c o m m o n  law p r o v i d e s ,  g e n e r a l l y ,  that p u b l i c  o f f i­

cers a n d  e m p l o y e e s  are t r u s t e e s  of  the people, and as s u c h  they 

a r e  f o r b i d d e n  to h a v e  o u t s i d e  i n t e r e s t s  w h i c h  c o n f l i c t  w i t h  that 

trust; they n o t  o n l y  m a y  not, as p u b l i c  officers, m a k e  d e c i s i o n s  

to b e n e f i t  t heir o w n  p r i v a t e  b u s i n e s s e s  (or i n f l u e n c e  o t h e r  p u b­

lic o f f i c e r s  to do so) , b u t  they m u s t  a v o i d  e v e n  the a p p e a r a n c e  

that they ha v e  e n g a g e d  in s e l f - d e a l i n g  or a t t e m p t s  to infi« unce 

o f f i c i a l  d e c i s i o n - m a k i n g  for t h eir p r i v a t e  advantage. W h e r e  

t h ere is the fact or a p p e a r a n c e  of imp r o p r i e t y ,  the courts w i l l  

d e c l a r e  the contract, tra n s a c t i o n ,  or d e c i s i o n  v o i d  u n l e s s  a 

s t a t u t e  p e r m i t s  the a c t i o n  in q u e s tion, a n d  this r e s u l t  ca n n o t  b e  

a v o i d e d  b y  the e x p e d i e n t  o f  l e t t i n g  a " d i s i n t e r e s t e d "  c o l l e a g u e  

or s u b o r d i n a t e  m a k e  the decision.

T h e  q u e s t i o n s  w h i c h  p r o m p t e d  this o p i n i o n  are r e l a t e d  

below. O u r  a n a l y s i s  follows thereafter.

First, m a y  a legisl a t o r ,  or his or h e r  company, c o n­

tract w i t h  the s t a t e  to p r o v i d e  the state w i t h  goods or servi c e s ?  

The a n s w e r  is no.

Second, m a y  a l e g i s l a t o r ,  s tate officer, or s t ate  e:n-
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p l o y e e  r e c e i v e  a l o a n  f r o m  the state? The a n s w e r  w i t h  r e s p e c t  to 

e d u c a t i o n a l  a n d  r e s i d e n t i a l  loans is a q u a l i f i e d  yes. B e c a u s e  

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

r e q u i r e m e n t s  and lo a n  ceilings, t h ere is m u c h  less o p p o r t u n i t y  

for i m p r o p e r  i n f luence; thus, s tate l e g i slators, o f f i c e r s ,  a n d  

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

u p o n  the a p p l i c a n t / l e n d e e  to i n s u r e  that no one takes any step 

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

tors of the p r o g r a m  in their e v a l u a t i o n  of the a p p l i c a nt./lendee' s 

a p p l i c a t i o n  a n d  t h e i r  a d m i n i s t r a t i o n  of the loan. C o m m e r c i a l  

loans are m u c h  m o r e  q u e s t i o n a b l e  t r a n s a c t i o n s  w h i c h  we  w i l l  d i s­

cuss below.

Third, m a y  a l e g i s l a t o r  v o t e  on a b i l l  w h i c h  w i l l  inure 

to t h e . f i n a n c i a l  b e n e f i t  of  the l e gislator? T h e  a n s w e r  is yes, 

u n l e s s  the l e g i s l a t o r ' s  i n t e r e s t  is p e c u l i a r l y  p e r s o n a l ,  su c h  as 

w h e n  the b i l l  b e n e f i t s  on l y  a ti n y  class of w h i c h  the l e g i s l a t o r  

is a m e m b e r ,  or w h e n  the b i l l  con c e r n s  a p r o j e c t  on  w h i c h  the 

l e gislator, or the l e g i s l a t o r ' s  company, is a c o n t r a c t o r .

Fourth, m a y  a d i r e c t o r  of a s tate c o r p o r a t i o n ,  board, 

or c o m m i s s i o n  w h i c h  is g o v e r n e d  b y  no s p e c i f i c  c o n f l i c t  of i n t e r­

ests s t a t u t e  h o l d  that p o s i t i o n  if he or she is also an officer, 

m a n a g e r ,  or large s t o c k h o l d e r  of a p r i v a t e  c o m p a n y  w h i c h  has e n­

tered into c o n t r a c t s  to p r o vide the state w i t h  goods or servi c e s ?  

If the d i r e c t o r ' s  c o m p a n y  has a c o n t r a c t  w i t h  an a g e n c y  of state
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g o v e r n m e n t  d i f f e r e n t  f r o m  the a g e n c y  in w h i c h  the d i r e c t o r  

serves, a n d  if the l i k e l i h o o d  that the two a g e n c i e s  w i l l  i n teract 

on o t h e r  th a n  r o utine, m i n i s t e r i a l  m a t t e r s  is small, t here w o u l d  

be no conflict. If, h owever, the d i r e c t o r ' s  c o m p a n y  has c o n­

tracts w i t h  the a g e n c y  in w h i c h  the d i r e c t o r  s e r v e s , the d i r e c t o r  

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

torship; oth e r w i s e ,  a n y  c o n t r a c t s  his c o m p a n y  e x e c u t e s  w i t h  that 

a g e n c y  w o u l d  be void.

Fifth, m a y  an o f f i c e r  of the D i v i s i o n  of M i n e r a l s  and 

E n e r g y  M a n a g e m e n t  o f  the D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  (DMEM) 

o wn a m i n e r a l  claim, an i n t e r e s t  in a mine, or a n  i n t e r e s t  in the 

p r o d u c t s  of a m i n e  on land u n d e r  state j u r i s d i c t i o n ?  O w n e r s h i p  

of s u c h  i n t e r e s t s  is n o t  p r o h i b i t e d  u n d e r  AS 2 7 . 0 5 . 0 1 0  un l e s s  

D M E M  is e n g a g e d  in an " i n v e s t i g a t i o n "  d e s c r i b e d  in AS 2 7 . 0 5 . 0 1 0  

-- 27.05.070. H owever, the co m m o n  law does p r o h i b i t  the o w n e r­

ship of such interests: A  c o n f l i c t  of  i n t e r e s t s  w o u l d  e x ist b e­

cause the o f f i c e r  (or the o f f i c e r ' s  s u b o r d i n a t e s )  w o u l d  be r e­

qu i r e d  to r e v i e w  a n d  a p p r o v e  the o f f i c e r ' s  f i l i n g s  w i t h  D M E M  c o n­

cer n i n g  the o f f i c e r ' s  m i n i n g  interests. In addit i o n ,  the o f f i c e r  

w o u l d  ha v e  a s u b s t a n t i a l  v o i c e  in the d e p a r t m e n t ' s  land u s e  c l a s­

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

w e r e  he an a c t u a l  or p o t e n t i a l  i n v e s t o r  in m i n e r a l  claims on land 

s u b j e c t  to s t a t e  regulation.

Sixth, m a y  a n  i n s p e c t o r  in a state r e g u l a t o r y  agency
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sell the right to use a process the inspector developed and pa­

tented to companies whose plants he inspects? The answer is no. 

Neither may that inspector obtain a state grant to test the pro­

cess in plants which he inspects.

Seventh, may a person with an interest in a business

that has a contract with the state be a member of the board of

the Alaska Resources Corporation (ARC)? The answer is a quali­

fied yes. A  member is forbidden to acquire any conflicting in­

terest after joining the board. AS 37.12.065(b). Concerning 

interests which a member holds and held before joining the board, 

there are two answers: First, if the contract is with an agency

other than ARC, and if that other agency has only routine, minis­

terial contacts with ARC, there is no conflict. Second, if the 

contract is with ARC, the board member must abstain from voting 

and take no formal or informal part in discussions of ARC's poli­

cies or actions toward the business in which the member has an 

interest. Id.

1 1 . THE ROLE OF THIS ATTORNEY GENERAL

The attorney general is the chief legal officer of the 

state and "the legal advisor of the governor and other state of­

ficers." AS A A . 23.020 (a). As such, he is duty bound to assist 

the governor in "the faithful execution of the laws." Alaska 

Const., art. Ill, § )6. These laws include the common law of
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conflict of interest, see AS 01.10.010; the constitutional r e­

quirements that "[no] appropriation of public money [be] made ... 

except for a public purpose," and that "[n]o obligation for the 

payment of money shall be incurred except as authorized by law." 

Alaska Const., art. IX, §§ 6, 13; and AS 39.50 concerning con­

flicts of interests.

The attorney general performs this function by prose­

cuting legal actions, AS 44.23.020(b)(1), and furnishing written 

legal opinions. AS 44.23.020(b)(4). The attorney general is 

also empowered to bring an action to recover state funds which 

were illegally paid or paid to a person not authorized to receive 

them. AS 37.10.090. Short of court action, the attorney general 

may advise against an agency course of action which he believes 

is against the public interest. See Mobil Oil Corp. v. K e l l e y , 

353 F. Supp. 582, 586 (S.D. Ala. 1973), aff'd 493 F.2d 784 (5th 

Cir. 1974). Indeed, the attorney general is duty bound, in the 

service of the public interest, to give such advice, even in the 

face of objections from client agencies, officers, or legisla­

tors. D'Amico v. Board of Medical Examiners, 520 P.2d 10, 20 

(Cal. 1974)(In Bank); Commonwealth ex rel. Hancock v. P a x t o n , 516

S.W.2d 865 (Kv. 1974). The first allegiance of the attorney gen­

eral is to the public interest. I d .

In this opinion, we advise on various courses of ac­

tion. This advice is based upon our best reading of the case law
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and our conviction that, were the specific situations presented 

to a court in a lawsuit, particular outcomes would follow. This 

is not a certain prospect: as will be made clearer below, we

are, with few exceptions, dealing not with specific statutes but 

with the common law, a general and changing body of principles 

developed and applied by courts over the centuries. Our conclu­

sions are based upon what we believe a court would do given those 

general principles, prevailing public policy, the public inter­

est, and the continuing silence of the legislature in this area 

generally. Thus, this memorandum is a prescription for agency 

action in the face of conflicts of interests not addressed by 

statute, and a guide for legislative action should the agency or 

court resolution be unsatisfactory to the legislature.

State agencies, officers, and employees should heed ad­

vice in this memorandum until ordered to do otherwise by a court. 

See Gray v. M a i n , 309 F. Supp. 207, 220 (M.D. Ala. 1968); State 

v. District Court of Mayes County, 440 P.2d 700, 707 (Okla.

1968).

III. STATUTES AND COMMON LAW PRINCIPLES

There are more than a dozen provisions dealing with 

conflict of interests scattered through the Alaska Statutes. 

Only AS 39.50 applies to state officers generally. One of that 

chapter's purposes is "to discourage public officials from acting
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upon a private or business interest in the performance of a p u b­

lic duty," AS 39.50.010(a)(1), and it declares that "public o f­

fice is a public trust w h i c h  should be free from the danger of 

conflict of interest." AS 39.50.010(b)(1). Its m a i n  feature is 

its disclosure requirements. E . g . , AS 39.50.020. The chapter's 

only prohibitions are contained in AS 39.50.090, subsec tion (a) 

of whi ch p r o v i d e s :

No public official may use. his official posit i o n  
or office for the primary purpose of obtaining 
financial gain for himself, or his spouse, child, 
mother, or father, or business w i t h  w h i c h  he is 
associated or owns stock.

Violation of this subsection is a crime, AS 39.50.090(d).

Other Alaska conflict statutes incorporate AS 39.50 by 

reference, 1/ or impose other limitations. 2/ The other limita­

tions range from a simple prohibition on the employment of close 

relatives, AS 14.14.140, to a duty to divest oneself of the c o n­

flicting interest or suffer forfeiture of one's office. AS 42.- 

07.061.

The statutes mentio ned above speak only to a relative 

handful of government agencies, boards, corporations, and c o m m i s­

sions. 3/ In some cases, the statutes prescribe rules of conduct

1/ A j 24.55.310; AS 46.12.090.

2/ AS 08.88.391; AS 14.14.140; AS 18.55.080; 18.55.500; AS 21.-
TT6.040; AS 24.20.291; AS 27.05.020; AS 37.12.065(b); AS 38.06.-
035; AS 42.07.061; AS 44.07.330; and AS 44.88.180.
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for officers of state agencies, but offer no guidance for e m p l o y­

ees. 4/ There remain hundreds of conflict situations to w h i c h  no 

Alaska conflict legislation 5J pertains except as AS 39.50. 6/ : 
It is well-se ttled in the federal courts, particularly 

w i t h  regard to criminal sanctions for bribery and fraud, that the 

existence of criminal statutes (such as AS 39.50.090) does not 

extinguish the common law rights and remedies whi ch w o u l d  o r d i­

narily exist. United States v. K e a r n s , 595 F.2d 729, 732-733 

(D.C. Cir 1978); Continental Management, Inc. v. United S t a t e s , 

527 F.2d 613, 620 (Ct. Cl. 1975), and cases cited therein. We 

believe that the same rule woul d apply in Alaska: AS 39.50 will

not be held to repeal, amend, or preempt the common law of c o n­

flict of interests which will apply "unless and until the Alaska 

legislature acts to modify it." Surina v. B u c k a l e w , 629 P . 2d

4/ Compare AS 21.06.040, AS 27.05.020, and AS 44.07.330 w i t h  AS 
74.88.180, AS 46.12.090, and AS 48.55.500.

5/ Personnel Rules 13 12.0 and 13 16.0 apply to most executive. 
F ranc h personnel and prohibit conflicts of interests in terms 
which essentially incorporate the. standards of the common law.

6/ AS 39.50 governs the conduct of very few persons. AS 39.50.- 2.00(a)(1) limits the chapter's scope by excluding officers or 
employees below the director level from the coverage of the p r o­
vision. There remain outside the coverage of the Act deputy d i­
rectors in the. executive branch, assistant attorneys general, 
appointive officers of the legislative branch (including legisla­
tive assistants) , non-juclicial officers of the cburt system, and 
all subordinate employees of these agencies. Thus, fully '90 p e r­
cent of state officers and employees are beyond the reach of the 
criminal sanctions in AS 39.50.090(a).
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969, 973 (Alaska 1981). Thus, a person may act illegally without 

violating the criminal law, and serious non-penal consequences 

may follow.

Neither is it possible to formulate a rule of adminis­

trative decision for a given situation by analogy, based upon 

legislative pronouncements wi th respect to other agencies, for no 

consistent policy is apparent from an examination of the various 

statutes. One statute lays down no other rule than that school 

boards may not hire close relacives of the board members, AS 14.- 

14.140, and even that rule may be waived by the commissioner of 

education. Id. Thus, on local school boards, were it not for 

the common law rule and AS 39.50.090(a), a board member could let 

a contract to himself. 7/ In another agency, the law provides 

that a board member may not vote on a contract with his own firm 

or one in which he holds a "direct" ownership interest, but he 

need not divest himself of the interest. AS 44.88.180. In still 

other agencies, such interests are prohibited and the officer 

must dispose of the interest or forfeit the office. AS 42.07.- 

061. See AS 21.06.040; AS 24.20.291; AS 27.05.020; AS 38.06.035. 

From this range of solutions, no overriding general policy p r e­

scription is apparent for the guidance of public officers and 

e m p l o y e e s .

2/ A stricter rule applies to regional school boards. AS 14.- 
08.131.
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* * * *

Host conflict of interests situations in A lask a are

covered not by statute but by the common law. Judge W ickersham 

described the common law in In Re B u r k e 1 1 , 2 Alaska 108 (D. A l a s­

ka 1903):

The common law includes those principles, 
usages, and rules of action applicable to the g o v­
ernment and security of person and property w hich 
do not rest for their authority on any express and 
positive declaration of the will of the L e g i s l a­
ture (1 Kent's Com. 533); a system of elementary 
principles and of general judicial truths w h i c h  
are continually expanding with the progress of 
society, and adapting themselves to the gradual 
changes of trade and commerce and the mechanic 
arts and the exigencies and usages of the country 
(Pierce v. Props. Swan Point Cemetery, 10 R.I. 
227, 14 Am. Rep. 667).

I d . ctt 117. See Howard v. P f e i f e r , 443 P . 2d 39, 44 (Alaska

1968). In Alaska, the common law controls judicial d e c i s i o n­

making "unless and until the Alaska legislature acts to modify

The common law of conflict of interests is clearest in

the case of a contract made by a public officer who will, as a 

private person, benefit from the contract. The most c o m p r e h e n­

sive discussion of the typical situation, the controlling rule, 

and the underlying public policy is found in Beebe v. Supervisors 

of Sullivan C o u n t y , 19 N.Y.S. 629 (App. Div. 1892), a f f 'd 37 N.E. 

566 OJ.Y. 1894):

At the time of his employment (by the board 
of supervisors as ;he board's attorney in several

it." Surina v. Buckalew. See AS 01.10.010.
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collection matters] ,, the defendant Anderson was a 
member of the board of supervisors. They w ere the 
agents of the county of Sullivan, and as such had 
no right to enter into contracts for their own 
benefit w i t h  their principal, the county of 
Sullivan. They are trustees, and have no right to 
enter into contracts with each other at the 
expense of those for w h o m  they are acting, and 
whose interests they are bound to guard and 
protect. The illegality of such contracts does 
.not depend upon statutory enactments. They are 
illegal at common law. It is contrary to good 
morals and public policy to permit municipal o f f i­
cers of any kind to enter into contractual r e l a­
tions with the m u nicipali ty of which they are o f­
ficers; and this principle applies with particular 
force to members of a board like the board of s u­
pervisors, w hich not only makes the contract, but 
subsequently audits the bill.

But it is said that in the case before us the 
supervisor who was employed did not vote on the 
question ox his own employment, or upon the audit 
of his bill. That does not cure the evil. The 
influence upon fellow members is the same. His 
Co.. .ituents are entitled to his judgment in m a k­
ing contracts, to his scrutiny in passing upon 
accounts, and to his unbiased and disinterested 
efforts in both; and he cannot make the violation 
or neglect of the duties he owes to his const i t u­
ents the means of validating an otherwise illegal 
act. He cannot put on and off the garb of a p u b­
lic official, and discharge or refuse to discharge 
the duties of his trust, at will, and as best s u b­
serve his private interests. He is a part of the 
board of supervisors. Its act is his act; and he 
cannot, as a supervisor, make a contract with  h i m­
self as a private citizen.

Id. at 630 (citations omitted).

IV. THE PROCESS OF COMMON LAW ADJUDICATION

In the absence of legislation, it is the task of the 

courts, with the assistance of the attorney general, other mem-
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bers of the bar, litigants, and amici curiae, to apply common law 

principles and policies art iculated by the Beebe court and h u n­

dreds of other courts and commentators before and since. The 

task is a difficult one because, w i t h  the exception of the self- 

dealing public officer situation just described, the law is no: 

settled; the courts must reason from the situations already a d­

dressed by the courts to solutions for new questions presented.

For this un dertaking the common law is well-suited, as 

Chief Justice Lemuel Shaw noted in his classic description of the 

p r o c e s s :

It is one of the great merits and advantages of 
the common law, that, instead of a series of d e­
tailed practical rules, established by positive 
provisions, and adopted to the precise c i r c u m­
stances of particular cases, whic h w o u l d  become 
obsolete and fail, when the practice and course of 
business, to w h i c h  they apply, should cease or 
change, the common law consists of a few broad and 
comprehensive principles founded on reason, n a t u r­
al justice, and enlightened public policy m o d ified 
and adapted to the circumstances of all the p a r­
ticular cases w h i c h  fall w ith in it.

Another  consequence of this expansive c h a r a c­
ter of the common law i s , that when n e w  practices 
spring up, n e w  combinations of facts arise, and 
cases are presen ted for which there is no p r e c e­
dent in judicial decision, they must be governed 
by the general principle, applicable to cases most 
nearly analogous, but modif ied and adapted to new 
circumstances by considerations of fitness and 
propriety, of reason and justice, which grow out 
of those circumstances.

Norway Plains Co. v. Boston & Main R a i l r o a d , 1 Gray (67 Mass.)
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263 (1854), repr inted in Hart and Sacks, The Legal Process:

B asic Problems In The M a k i n g  And Applica tion Of Law (1958) 386- 

395. 8/
It is our task to begin w i t h  the legislative solutions 

to determine if any statute answers any of the conflict questions 

posed. Failing that,, we must turn to the common law and, b e g i n­

ning w i t h  the first principles, reason to the conclusion the 

courts w o u l d  likely reach given the facts, judicial precedent in 

analogous cases, and prevailing public policy.

V. L E G I S L A T O R  CONFLICTS

Two questions are pre sented concerning potential l egis­

lator conflicts: First, m a y  a legislator, or his or her firm or

business, contract wi th the state to provide the state w i t h  goods 

or services? Second, may a legislator receive a state loan?

The first question does not concern classic sel f- d e a l­

ing, the letting of contracts by an official to h i mself or his

relatives, associates or company. It is a different problem d e­

scribed in the following terms:

There is a great possibility that an official who 
has no immediate administrative connection w i t h

8/ Thus, even if there is no statute and not one case addressing 
the situation before a court, that court may, by the process of 
common law adjudication, formulate a wholly n e w  answer to settle 
the dispute w h i c h  gave rise to the lawsuit. See Howard v. 
Pfeifer, 443 P . 2d at 44.
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the contract may be sufficiently motiv ated by his 
personal interest to exert w hatever influence his 
position allows to pressure the public official 
who in fact has a direct responsibility concerning 
the contract to favor that personal interest. In 
this way, an official without a personal interest 
in the contract acquires a conflicting interest in 
the sense that he must choose between appeasing 
the pressuring official and properly discharging 
his duties in the matter.

Experience indicates the harm that may flow 
from [this situation]. Contracts may be awarded 
that are over-priced o r ' u n n e c e s s a r y , or the p e r­
formance rendered under the contract may be infer­
ior, all because of official favoritism, c ompr o­
mise or intentional oversight. Even if the abuse 
is nothing more than partiality in awarding a c o n­
tract, it may import an aspect of unfairness into 
public administration, engendering popular disre­
spect for government.

Note, Conflict-of-Interests of Government Personnel: An Apprais-

al of the Philadelphia S i t u a t i o n , 107 U. Pa. L. Rev. 985, 9 8 7 ~988 

(1959).- See Eisenberg, Conflict of Interest Situations An d R e m e­

dies , 13 Rutgers L. Rev. 666, 686 (1959).

There are no cases w h i c h  squarely hold, as a m att er of 

common law, that a legis) .or, having no formal, institutional 

connection with the letting or oversight of a contract, can or 

cannot contract with the state. The archetypical situation 

arises in the municipal context where principles of separation of 

powers do not apply and assemblymen or councilmen act admin i s t r a­

tively as well as legislatively. Thus, an assemblyman might, in 

a private contractor capacity, offer goods or ‘services to the 

city, which goods or services are accepted, inspected, super-


