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A L A S K A  C R E D f t R E V I E W

Alaska

Reviewed: rating affirmed

Rationale: Alaska’s 'AA-' rating is affirmed on $660 million of 
outstanding general obligation bonds. The rating reflects the 
slate's continuing dependence on petroleum revenues, the slow 
process of stabilization and continuing volatility of the world oil 
market, and the state's conservative approach to petroleum 
revenue projections. Financial performance is commensurate 
with the rating, as evidenced by a good cash and fund balance 
position and substantial permanent fund earnings available for 
general fund appropriation. In the economy, there are signs of 
improvement in the secondary industries ol timber, fishing, tour­
ism. and mineralr Deb* remains manageable, and is declining 
as the state continues to meet capital needs on a pay-as-you- 
go basis. Overall, the state's economy reflects growth in popu­
lation, employment, and personal income and development in 
trade and services sectors.

Debt: The issuance of state debt historically has been high, 
due to the state's commitment to its capital improvement pro­
grams. Since the implementation of a debt management policy 
in 1983, the state has not issued bonds to meet infrastructure 
requirements, but rather has relied on pay-as-you-go financing. 
Depletion of oil-related revenues has sharply reduced appropri­
ations to the capital b"dget. These appropriations fell to $337.6 
million in fiscal 1987 fi „m a high $1.2 billion in fiscal 1985, a de­
cline of $904 million or 72.8%. The fiscal 1988 budget projects 
another sharp drop in the capital appropriation to $100.7 mil­
lion, or a 70.2% fall. State G.O. debt declined from 67% of all 
Alaska public debt in 1972 to 31% in 1982, and 7% in 1986. 
Maximum annual debt service on all bonds is $147.0 million, due 
in 1987. As currently structured, debt service requirements will 
decrease steadily through 1990 and accelerate through 2000.

Economy: Alaska’s economic base remains primarily extrac­
tive, with major dependence upon oil and gas production, aided 
by the supportive industries of fishing, timber, tourism, and min­
erals. In 1986, approximately 86% of state revenues came from 
'royalties and taxes paid on state-owned oil and gas leases. In

1987. Ihis dependence declined to 77% and is projected to be 
81% iri 1988. Surveys indicatedeclining production level for 
both the Cook Inlet fields and the Prudhoe Bay. Crude produc­
tion at Prudhoe Bay is approximately 560 million barrels an­
nually or 1.53 million barrels per day. Total statewide production 
is expected to peak at 1.85 million barrels per day and decline 
to about 775,000 barrels per day by fiscal 2000. This drop will 
be partially arrested by a miscible gas tertiary recovery project 
which will add approximately 115 million barrels to total Prudhoe 
reserves, and by production of 222,000 barrels per day from 
two new fields. These projects are expected to a, . one and a 
half to five years to the life of the Prudhoe Bay field. The Alaska 
Oil & Gas Conservation Commission has estimated the state's 
remaining recoverable reserves to be 6.6 billion barrels of oil 
and 30.9 trillion cubic feet of gas. The fishing and timber indus­
tries are still important contributors to Alaska's economy. Tola! 
revenues to fishermen from catch sold in Alaska for fiscal 1986 
totaled $885.6 million compared to $700 million in fiscal 1985 
and $602.3 million in fiscal 1984. In 1986, the wholesale value 
of fish production was estimated at $1.7 billion. While salmon 
catches have improved, the shellfish industry, a major revenue 
contributor, continues to be depressed with the decline of 
Alaskan king crab and shrimp stocks. Pish processing, which 
historically had been seasonal, is now a year-round enterprise, 
due largely to demand for certain products, like surimi, a fish 
paste used in the manufacture of imitation crab legs. The timber 
industry continues to be a significant contributor to the Alaskan 
economy; however, its share of export earnings has been de­
clining since 1980. Exports of forest products have fallen at an 
average annual rate of 10% due to foreign competition and the 
strong U.S. dollar. In 1985, forest product exports from Alaska 
totaled $213 million or 21% of all state exports. Given future de­
pletion of oil reserves, some focus of attention has been shifted 
to minerals and mineral deposits. Shipments of coal to Korea 
from the Usibelli mine began in 1984, and totaled 640,000 tons 
in 1986. Eleven million tons will be shipped over the life of the

STANOARO & POOR'S CRECXTWEEK

contract. Development of a wor.'d-class molybdenum mine by 
U.S. Borax & Chemical Co. has been postponed due to price 
deterioration. Developmental activities are continuing with the 
Red Dog and Greens Creek zinc and lead mines. The Red Dog 
deposit is estimated at 29% of total U.S. deposits and is tho . 
world’s second largest zinc mine. Tourism contributes signifi­
cantly to the economy, but is not expected to exceed 1986 lev­
els. In 1986, approximately 783,000 visitors spent over $1 bil­
lion.
Following completion of the Trans Alaska Pipeline System in 

mid-1977, the population declined to 402,000 from 411,000. 
Meanwhile, state unemployment rose to 11.1% from 9,3% be­
tween 1977-1978. Due to recent weakness in oil and gas 
prices, 1986 annual unemployment rates have climbed to 
10.9% from 9.5% in 1985. The population has grown 25% be­
tween 1980-1984. The current estimated population is 
527,000, Government employment, historically high iri Alaska, 
accounted for 29% of total income in 1980-1984. State per 
capita money income rose 9.8% between 1981-1983 to 
$12,991, equaling 136.9% of the U.S. average.

Finances: Despite price fluctuations in the world oil market, the 
state has maintained a good financial posture. Petroleum reve­
nues account ̂ approximately 85% of general fund unre­
stricted revenues. Based on forecasted declines in petroleum 
revenues, fiscal 1986 ended with an unreserved fund balance 
deficit of $ 196 million. To offset this deficit in fiscal 1987,
$427.3 million was transferred from the budget reserve fund into 
the general fund, making it possible for the general fund to end 
the year with a $ 1.8 million deficit. Preliminary figures for fiscal

1988 indicate that as a direct result of a decline in projected pe­
troleum revenues, a $520 million unreserved fund balance defi­
cit has been identified. It includes a $250 miilion appropriation 
from the general fund to the budget reserve fund to assist in off­
setting the deficit for fiscal 1988. Current information points to 
increased revenues in September which would eliminate the 
need for appropriating the funds, and at the same time minimiz­
ing or completely eliminating any deficit. Otherwise, the state 
could access $799 million comprised of permanent fund earn­
ings ($569 million) and the Raibell Energy Fund ($230 million) in 
available funds to correct the deficit. Permanent fund earnings 
and a proposed $1 billion budget and resen/e fund will be an in­
tegral part of the state's plan for softening the volatile petroleum 
generated revenues. Recognition of the weakened revenue 
posture is mirrored in the state's operating budget for fiscal
1988. The total operating budget of $2.1 billion for fiscal 1988 is 
$707 million (25.4%) less than fiscal 1986, and $294.8 million 
(12.4%) less than fiscal 1987. The June 1987 revenue estimate 
for fiscals 1987-1989 shows flat growth. Petroleum revenues 
were an estimated 77% of general fund revenues in 1987,81% 
in 1988, and 83% in 1989. These estimates indicate the con­
tinued dominance of petroleum revenues as the major contribu­
tor to the general fund. Total permanent fund assets for 1987 
are $8.8 billion. Approximately $363 million of investment earn­
ings from this fund in fiscal 1987 are available for dividend pay­
ments to each Alaskan resident Anticipated payout is $721 per 
person. The permanent fund earnings available for appropria­
tion in fiscal 1988 will be approximately $569 million.

Anthony H. Arthur 
(212)208-1777



M oody’s Credit Report

State of A l a s k a M a n h  17,1987

C o m m e n t

Moody’s has been informed that both the senate The legislature is considering various measures
and the house of representatives of the State of which would draw on reserves to erase the
Alaska have passed, by a two-thirds vote, undesignated General Fund deficit. The governor
legislation which allows use of the Budget Reserve intends to balance the budget for 1987-88, but no
Fund by the General Fund. Signature by the definitive action has been taken by the legislature to
governor is expected within the ”ext few days, and date.
the bill will be effective immediately. This measure
should allow the state to finish its fiscal year
without further cash shortages.

analyst: C. Cohen

0000E01 ■

C* fC 7  ‘ 7 ™  '? {hf r , c n * r,,,0 n  o f " m  nuh,' " ' i''"- T h e  infnrm olion herein haa been ob.amed from  source, b e l i e d  to he a ccura te  and 
»nd their a c c u u c v  im o i  i *  'I M X U tK * o r tt'mpleletieai >■, nol guaranteed. M ood y', ralings i r e  opinion,, noi revom m endalion, tn h u y  orse ll.
, e c u n , « “ r M t e !  Z  t l / r 7 £ >b,,uld u " r,> *  f« '» r  m .n  investm ent dec.,ion. .n d  you should make your ow n „ u d y  and c v . lu .n o n  o f  any .» u e r  whose
M oodv', Investor, Servw r Inr u7|n8 or selling M o t. issuers o f  corporate bonds, m unicipal bonds «nd notes, preferred stock, and com m ercial paper w hich arc rated by

. Inc. h ive, p nn r to  receiving the rating, agreed to  pay a fee to  M oody's  for the appraisal and rating services. T h e  fee range, from  I l . O ^ t o  SI25.000.

C o p y r ig h t©  1987 by M oody's Investors Service. Inc. Publishing and esecu live  offices at <N C h u r ch  Street. N ew  York. N Y  10007



M oody’s Credit Report

ir,VC - - 'Vsir ? - %  7\v*V'vnM

State Of A l a s k a  February 27.1987
Comment

State of Alaska

The State of Alaska is facing a potentially serious 
cash shortage by the end of March unless corrective 
action is taken in the interim. General Fund 
revenues have been sharply reduced following the 
1986 break in oil pricing, with unrestricted 
revenues to the fund in 1985-86 about 1 \%  below 
the level of the previous vear. It has been estimated 
that the General Fund wt.l need about $315 million 
in cash over and above expected receipts for the 
remainder of the 1986-87 fiscal year. At the present 
time, state officials expec that additional cash will 
be needed in the period between March 26, when a 
payroll is due, and April 1, when a debt service 
payment is due.
While Alaska has a liquidity problem, it also has 
substantial funded reserves. The General Fund 
contains a budget reserve which holds $431 million 
and a railbelt energy reserve which holds $280 
million. In addition, about $171 million of 
Permanent Fund earnings are generally available to 
the General Fund. However, use of these funded 
reserves requires legislative authorization.

One of two courses of action is considered likely. 
The first is that the legislature will appropriate 
sufficient monies from the budget reserve. Such 
legislation has been passed by the house and is 
pending in the senate but its usefulness is r. 't as 
house passage was only by simple majority, 
delaying effectiveness for 90 days, which is 
subsequent to the expected pressure date. It is 
possible that the senate could pass the legislation by 
a two-thirds vote and return it to the house; 
approval by that margin allows immediate 
effectiveness.
The second course of action available is use of the 
executive power of impoundment. The governor 
has indicated that if necessary he will invoke that 
power. In August 1986, the governor used his 
impoundment power to reduce appropriations. 
Fairbanks North Star Borough and the borough 
school district in November 1986 filed suit seeking 
to enjoin the governor from exercising 
impoundment powers.
Moody’s will continue to monitor this situation and 
further developments will be reported.

analyst: C. Cohen
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CREDIT CQWjMENT.

A l a s k a  c o p e s  w i t h  v o l a t i l e  o i l  m a r k e t s
Alaska continues to be subjected to revenue pressures created 
by the world oil market’s volatility. January 1987 estimates pro­
jected a 62% decline in petroleum revenues in the fiscal year 
ending June 30, 1987, which would have led to a $1.06 billion 
unreserved fund balance deficit. Only two months later, the situ­
ation changed lor the better. March 1987 estimates reflect an 
improving revenue trend which— along with certain remedial ac­
tions taken by the state— will eliminate the deficit. Alaska will re­
strict capital, loan program, and general spending appropria­
tions and will use budget reserves and revenues that exceeded 
the January estimate.
In light ot the corrective actions and the financial cushion pro­

vided by earnings Irom Alaska's perman- ;nd. the ’AA - * 
rating is affirmed on the state's approx1- aly $656 million in 
outstanding general obligation debt. V <ver, S&P will continue 
to monitor Alaska’s financial perforn e, due to concerns 
over oil market volatility and its effect on the state's revenue 
performance. It is projected that 77% of fiscal 1987’s general 
fund revenues will come from unrestricted petroleum revenues.
The January 1987 forecast revealed sharp declines in petro­

leum-related revenues for, fiscals 1987-1989, with concurrent 
declines in the total general fund unrestricted revenues. Major 
declines were in the severance tax and royalties. When com­
pared to fiscal 1986 actuals, severance tax revenues were esti­
mated to decline 58% in fiscal 1987, 59% in fiscal 1988, and 
55% in fiscal 1989. Also versus fiscal 1986’s actuals, royalties 
were expected to decrease 68% in fiscal 1987, 54% in fiscal 
1988, and 47% in fiscal 1989.
As the oil market firmed. March 198V s forecast portrayed a 

much better trend. Severance tax revenues are projected to in­
crease 30% for fiscal 1987, 21% for fiscal 1988, and 21% for 
fiscal 1989. As for royalties, gains are expected to be 51% in 
fiscal 1987, 22% in fiscal 1988, and 18% in fiscal 1989.

Governor Steve Cowper plans to address fiscal 1987's reve­
nue pressures and eliminate the potential deficit by restricting 
spending, tapping the budget reserve fund, and drawing on per­
manent fund earnings. The stale’s financial plan projects defi­
cits for fiscals 1988-1991, and proposes draws on permanent 
fund earnings during those years to the extent needed after 
other revenue enhancement possibilities are applied. The draws 
on the permanent fund range from a high of $368.6 million in fis­
cal 1987 to a low ol $15.5 million in fiscal 1991. S&P believes 
that the availability ol the permanent fund's earnings will provide 
a cushion to soften adverse impacts Irom petroleum revenue 
declines. Total permanent fund balance is $8.2 billion, w^'e 'he 
unencumbered earnings reserve fund from which draws will be 
made is projected to be $510 .-(Vllion.
Governor Cowper has submitted to the legislature a fiscal 

1988 budget which takes into consideration reduction in petro­
leum-related revenue. The budget, which totals $1.89 billion and 
includes a $1.56 billion operating budget, reflects a reduction in 
state spending of approximately 26% over the level authorized 
in fiscal 1987 and 34% less than in fiscal '986. To ensure a 
budget that would sustain state spending, the governor made 
four proposals: reimposition of the state income tux, increased 
fees and license costs, suspension of the economic limit factor 
affecting oi> taxes (a state tax incentive designed to encourage 
the oil industry to produce marginal fields), and use of a portion 
of permanent fund earnings. The individual income tax is not 
likely to receive early approval

Hyman C. Grossman (212) 208-1752 
Vladimir Stadnyk (212) 208-1780 
Anthony Arthur (212) 208-1777

APRIL 13, 1987 17
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A l a s k a  a d j u s t s  t o  f a l l i n g  o i l
lr. response lo sharply declining world oil prices, Alaskarecently 
reduced revenue projections and will adjust its expenditure lev­
els accordingly. These timely actions are in keeping with the 
state's conservative approach to dealing with possible fluctua­
tions in its main revenue source, oil and gas extraction taxes.
S&P affirms the 'AA-' rating on Alaska's $752.7 million in 

outstanding general obligation debt. The rating is based on a 
continuing strong financial position, a manageable debt posi­
tion, and an economy that continues to evidence population 
growth, employment gains, and maturation in’the trade and ser­
vices sectors. S&P believes that over the next several years, 
the availability of approximately $2 billion of unrestricted funds 
will soften the impact on state revenues created by unfavorable 
fluctuations in world oil prices. The siluation will be continuously 
monitored vn'h j view lo identifying the longer-term impact on 
slate operations. (For analysis on Alaska, see Mar. 3 Credit- 
Week.)
In January 1986, Alaska forecast revenue levels at $3,125 

million in fiscal 1986, $2,719 million in 1987, and $2,258 million 
in 1988. To reflect lower oil prices and declining North Slope 
production, projections made in March reduce fiscal 1986's rev­
enues by $404 million, 1987's by $641 million, and 1988's by 
$643 million. Despite the cuts, Alaska still will achieve a surplus 
of $280 million in fiscal 1986. Although current revenue projec­
tions are more conservative than those prepared in January, 
slate forecasters acknowledge that the downside risk exceeds 
any perceived upside potential given the instability of the oil 
markets.
Included in the March numbers are favorable adjustments for 

the Trans Alaska Pipeline System (TAPS) tariff of approximately 
$85 million, $170 million, and $83 million for fiscal 1986, 1987, 
and 1988, respectively. Fiscal 1986's revenue projections may 
be adjusted again, up to $3,180 million from $2,721 million, due 
to a $243 million Arco Alaska Inc. settlement and $216 million in 
refunds and legal expenses from the TAPS settlement.

prices
Controlling e x p e n d i tu re s

In addressing the new revenue projections, Governor Bill 
Sheffield proposed a plan designed to control expenditures In­
ternal controls on slate spending for the remainder of fiscal 
1986 will be tightened, including a hiring freeze, travel restric­
tions, and contract controls. State employee contracts will be 
reopened for negotiation and reexamined to save money and 
preserve jobs. To minimize the impact of budget reductions on 
local taxpayers and the economy, the governor has submitted a 
proposal to the legislature which would reduce some operating 
expenses, capital construction, pass-through funds lo local 
governments and school districts, and loan programs. The gov­
ernor has also proposed the immediate implementation of a 
budget reserve fund, in which the fiscal 1986 surplus can be de­
posited lor use to offset the current declr :s in revenues. Ertorts 
are being made to inrease the public’s awareness ol the situa­
tion.

The impact of reduced revenues on spending is softened by 
available and unrestricted cash totaling approximately $2 billion 
Of that, $515 million is composed of a settlement of the Arco 
tariff case, refunds for past TAPS throughput and legal fees, 
and a resolution of the outer continental shelf issue with the fed­
eral government. Other available funds are $200 million in an 
unrestricted account for the Susitna power proiect, which will 
not proceed, and a rainy day fund of appioximately $298 million 
in fiscal 1986, S284 million in 1987, and $270 million in 1988. A 
last resort is the permanent fund, which now totals approxi­
mately $7 billion, use of which would require a constitutional 
change. Projections for this fund are $8.5 billion in fiscal 1990 
and $16.6 billion in 2000.

Anthony H. Arthur 
(212)208-1777

APRIJL 7, 1986 ' *
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M a r c h  17, 1988

Hon. Rick Halford, Co-cha i r m a n  
Senate Finance Committee 
A l a s k a  State L e g i s l a t u r e  
P.O. Box V 
Juneau, A K  99811

STEVE COWPER, GOVERNOR

REPLY TO:

□ 1031 W  4th AVENUE 
SUITE 200
ANCHORAGE. ALASKA 99501-1994 
PHONE: (907) 276-3550

□ 1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701-4679

GY p.O. BOX K-STATE CAPITOL 
JUNEAU. ALASKA 99811-0300 
PHONE: (907) 465-3600

Re: Specif ic a u t h o r i t y  for A S B A  to
finance A n c h o r a g e  court facility

D e a r  Senator Halford;

D u r i n g  a m e e t i n g  of the Senate F i n a n c e  Committee  on 
M a r c h  16, 1988, you r e q u e s t e d  our o p i nion c o n c e r n i n g  the n e c e s­
sity to o b t a i n  specific approval for A l a s k a  State Build ing A u ­
thor i t y  (ASBA) i n v o l v e m e n t * i n  the A n c h o r a g e  court facil i t y  p r o j­
ect. AS 18.55.100(d) requires A S B A  to receive legi slative r e v i e w  
a nd a p p r o v a l  b efo re it m a y  "proceed" w i t h  a lease-purch ase f i­
na n c i n g  u n d e r  AS 1 8 , 5 5 . 1 0 0 ( a ) (15). The a uthor of this m e m o r a n d u m  
o f f e r e d  the opinion that the a p p r oval given to the supreme court 
in sec. 3, ch. 78, SLA 1984 was adequate to s a t i s f y  the r e v i e w  
a n d  a p p roval requi r e m e n t s  of AS 18.55.100(d).

We r e gret that there was n o t  m o r e  time to reflect on 
the basis for the o p i n i o n  before it w a s  giv en o r a l l y  to the c o m­
mittee. U p o n  careful r e v i e w  and c o n s u l t a t i o n  w i t h  others, we 
w i s h  to express su bsta n t i a l  reserv a t i o n s  concer n i n g  the w i s d o m  of 
p r o c e e d i n g  w i t h o u t  specific approval of A S B A  as lessor of the 
court f a c i l i t y  project. Foremost, our r e s e r v a t i o n s  are b a s e d  on 
c o n s i d e r a t i o n  of the r e a c t i o n  of b o n d  counsel and underw r i t e r s  to 
any departure s f r o m  the r e v i e w  and a p p rova l process set out in AS 
18.55. Th'ey m a y  b a l k  at g iving an u n q u a l i f i e d  a p p ro val for a 
p r o j e c t  u nless a n e w  appro val specific to A S B A  is granted. Our 
c o n c e r n  is also b a s e d  on the fact that the e a r l i e r  approval given 
for the project in ch. 78, S L A  1984 was e n a c t e d  b efore the r e v i e w  
and a p p roval requir e m e n t  set out in A S  18.55.100(d) was added to 
A SBA's e n a b l i n g  Act.

The w i l l i n g n e s s  to accept the a p p roval  g r a n t e d  in 1984 
was b a s e d  in part on our long-h eld o p i n i o n  that a legislative 
v e t o  of specific p r o jects v i o lates the s e p a r a t i o n  o f  powers d o c­
trine. It is also signif i c a n t  that the r e q u i r e m e n t  of l e g i s l a­
tive r e v i e w  and appro v a l  of A S B A  proje c t s  is the m o r e  recent e n­
actment. We have s u c c e s s f u l l y  m a i n t a i n e d  in a lawsuit involving 
the A l a s k a  State H o u s i n g  A u t h o r i t y  (ASHA), A S ? V s  p r e d e c e s s o r
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Hon. Rick H a lfo rd , Co-chairman March 17, ISenate Finance Committee Page: Spec if ic  a u th o r i ty  f o r  ASBA

agency, that the le g is la tu r e  may not reserve  approval power over s p e c i f ic  p ro je c ts  proposed by ASHA. However, the le g is la tu re  may by law enact sp e c i f ic  standards f o r  the exe rc ise  o f  the power o f  ASHA to lease pub lic  bu i ld ing s . The decis ion in the case in v o lv ­ing ASHA was not appealed to the si^rerae cou rt . Based on the supe rio r c ou rt 's  dec is ion , we be lieve  that a le g i s la t iv e  approval requ ired  by s ta tu te  i s  .not a v a l id  requ ir  ■'.ent and should not prevent ASBA from proceeding with the p ro je c t .  However, as men­tioned e a r l i e r ,  p o te n t ia l in ves to rs  u su a l ly  are very cautious to exp lo re  the le g a l au th o r i ty  f o r  th is  type o f  financing and w i l l  requ ire  adequate assurances that ASBA has the power to proceed and the b less ings o f  the le g is la tu r e .
In  our op in ion , i t  would be prudent to  provide a new au th o r iza t ion  f o r  the Anchorage court f a c i l i t y  by enacting the p rov is ions o f  sec. .3 set out in  SB 328. That b i l l  i s  c u rre n t ly  pending cons ide ra t ion  in  the State A f fa i r s  Committee. Rather than provide the committee «/ith a l e t t e r  o f  in ten t with the terms you requested, we suggest tha t the committee consider adding to the b i l l  under cons ide ra tion  an e f fe c t iv e  date \  ch s ta te s : "*Sec. _  . This Act takes e f fe c t  on the e f f e c t i  date o f  an Act au tho riz ing  the Alaska State Build ing Authorit> lo  proceed with th e ’Anchorage co, ct f a c i l i t y  pursuant to AS 18 .55 . 1 0 0 (d ) ."
We reg re t  the change in  p o s i t io n  and any inconvenience i t  may have caused the committee. However, th is  inconvenience is  necessary to assure tha t the financing w i l l  not be bogged down by the unce rta in ty  o f  p o te n t ia l  in ves to rs  in any bonds issued by the financing au th o r i ty .

S in ce re ly  yours ,
GRACE BERG SCHAIBLE ATTORNEY

esantAssis L. Baldwin Attorney General
JLB/pjg



The H o n o r a b l e  Steve Cowper
G o v e r n o r
S t a t e  o f  A l a s k a
P.O. Rox A.
Juneau, A l a s k a  99811 

Dear G o v e r n o r  C o v p e r j

P l e a s e  be a d v i s e d  that the A l a s k a  State Building 
Authority, b y  statute, m a y  n o t  f i n a n c e  the c o n structio n o f  the 
p r o p o s e d  c o u r t  f a c i l i t y  in A n c h o r a g e  w i t h o u t  spec i f i c  legislative 
a u t h o r i s a t i o n  n a m i n g  the A u t h o r i t y  as the •financial vehicle. 
S u c h  a u t h o r i t y  has b e e n  sought in S B  328 a n d  SB 341.

Furthermore, m u n i c i p a l  . a t t e m p t s  to finance the 
c o n s t r u c t i o n  o f  this f a c i l i t y  m a y  b a  u n s u c c e s s f u l  d u e  to the 
A u t h o r i t y’s c u r r e n t  st atu t e s  p r e v e n t i n g  transfer of pr operty held 
by the A u t h o r i t y  at less t h a n  fair m a r k e t  value. T h e  A l a s k a  
State B u i l d i n g  A u t h o r i t y . c u r r e n t l y  h o l d s  title t o . a  p o r t i o n  of 
the p r o p e r t y  on w h i c h  tha e x i s t i n g  court  facil ity resides. 
A m e n d m e n t s  . to a l l o w  t r a n s f e r  to tha state or n political 
s u b d i v i s i o n  are also i n c l u d e d  in SB 328 a n d  SB 341.

In c o n v e r s a t i o n  w i t h  A s s i s t a n t  A t t o r n e y  Gene ral 
Baldwin, p r i o r  a u t h o r i z a t i o n  to the c o u r t  s y s t e m  to p r o c e e d  w i t h  
this p r o j e c t  doea not satisfy tha s t a t u t o r y  requirements  in 
AS 1 3 . 5 5 . 1 0 0 ( 1 5 ) ( d ) .

. . , Sincerely,

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

Barbara X o r s e - Q u i n n  
E x e c u t i v e  D i r ector

ALASKA STATE SUILOINC AUTHORITY 624 W INTERNATIONAL airport bo 
PO BOX I0CCS0 
ANCHORAGE ALASKA 99510

'FiEPhONE iOOTi *62 . HiJ 
rriECGPiER 1W 1 •s6r>.,4H



D E P A R T M E N T  O F  R E V E N U E

TREASURY DIVISION

ELEVENTH FLOOR 
STATE OFFICE BUILDING 
P.O. BOX SB
JUNEAU, ALASKA 99811-0400

STEVE COWPER, GOVERNOR

April 22, 1988

The Honorable Johne Binkley 

Co-Chairman

Senate Finance Committee 

Alaska State Legislature 

P.O. Box V  

Juneau, A K  99811

Dear Senator Binkley:

You have asked what effect there may be on lease-financing 

costs for an Anchorage Court Facility arising from the 

ownership of a portion of the project site by the Alaska State 

Building Authority ("ASBA").

My impression is that if A S B A  serves as lessor and iscuer of 

the financing any probelms and potential costs would be 

minimized by virtue of the consolidation of title under ASBA as 

lessor.

If A S B A  does not serve as lessor, either the ASB A  property 

would need to be sold, at appraised value under current law 

(AS 18.55.255), or leased to the lessor, or otherwise 

incorporated in the financing without trampling ASBA's 

interests in the property. Whether this can be done without 

compensation to A S B A  is unclear to me. In any event, it would 

appear to add to the complexity of bond counsel's job.

The added complexity of bringing in a third party to t h e . 

financing (besides A S B A  and the Court System) to serve as 

lessor would result in some additional bond counsel costs.

Such costs are typically in the neighborhood of $50,000 to 

$75,000 for a lease-financing.

In addition, the complexity might result in the financing being 
more of a "story bond," requiring greater selling effort. In 
this case, one could expect to pay marginally greater interest 

rates.

Conceivably, the complexity might be such as to make it 

technically impossible to issue debt for the project. Whether 

this is so, I am unable to advise you.

04.D12LH



The Honorable Johne Binkley
Page 2
April 22, 1988

For a better understanding of the possible problems arising 

fro m  ASBA's ownership, I would urge you to contact ASBA's bond 
counsel.

Yours truly,

Milton B. Barker 

Deputy Commissioner

MBB/gb
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POLITICAL AND GENERAL DEMOGRAPHICS, BEHAVIORS AND PERCEPTIONS

B U IL D IN G  THE PROPOSED COURTHOUSE AMONG ALL ADULTS
BY

ROW PERCENTS 

MARCH 11TH THROUGH MARCH 13TH, 1988 

SAMPLE SIZE '01; MARGIN OF ERROR - + OR - 4.89*

+---------------------------------------------+-------------------------- +--------+
I I PROPOSED ANCHORAGE I TOTAL I

I I COURTHOUSE iCOLUMN I

I I IPERCENTI
| + -------- + -------- +---- — + I

I I Favor lOpposedlUnde- I I

I I I I  cided I I

+---------------------------------------------+------- +--------+--------+------- +
I HOUSE DISTRICT: I I I I I

1 7 ................................................. I 22.5*1 61.1*1 16.4*1 4.5*1

1 8    I 25.5*1 63.7*1 10.8*1 13.7*1

1 9 .....'.......................................... I 19.1*1 74.9*1 .6.0*1 11.7*1

11 0  .1 21.5*1 62.8*1 15.7*1 17.5*1

11 1 .......................  •, I 25.0*1 70.0*1 5.0*1 11.4*1

11 2 ___ ;......................................... I. 23.9*5 72.9*1 3.2*1 7.8*1

11 3 ......................    '.___ I 16.1*1 67.8*1 16.1*1 9.2*1

11 4 ................................................ I 14.8*1 79.8*1 5.4*1 10.2*1

11 5    I 24.9*1 60.2*1 14.9*1 13.9*1

I I I I I I

I ANCHORAGE STATE SENATE DISTRICTS I I I I I

I Senate Dist F    I 23.2*1 62.9*1 13.9*1 35.7*1

I Senate Dist G .................................. I 22.0*1 72.5*1 5.5*1 23.2*1

(Senate Dist   I 19.7*1 70.2*1 10.2*1 17.0*1

ISenato Dist I .................................. I 20.7*1 60.5*1 10.9*1 24.2*1

I I I I I I

I TOTAL ROW PERCENT I 21.7*1 67.7*1 10.6*1 100.0*1
+--------------------------------------------- +--------+------- +--------+------- +

HELLENTHAL & ASSOCIATES, INC.



POLITICAL AND GENERAL DEMOGRAPHICS, BEHAVIORS AND PERCEPTIONS

P U T T IN G  THE COURTHOUSE BONDS ON THE BALLOT AMONG ALL ADULTS
BY

ROW PERCENTS 

MARCH 11TH THROUGH MARCH 13TH, 1988 

SAMPLE SIZE W ;  MARGIN OF ERROR • + OR - 4.69*

I

I

I

I

I

I

1

1

1

+•

1

1

PUTTING BONDS ON THE 1 TOTAL 1 

NOVEMBER 1988 BALLOT (COLUMN I

I PERCENT I

Favor lOpposedlUnde- I I 

I I cided I I

I HOUSE DISTRICT: 1 I 1 1 1

83.0*1 11.2*1 5.7*1 4.5*1

76.3*1 21.9*1 1.8*1 13.7*1

____1 84.7*1 13.2*1 2.1*1 11.7*1

80.2*1 15.6*1 4.2*1 17.5*1

89.3*1 6.8*1 4.0*1 11.4*1

76.1*1 11.6*1 12.2*1 • /.8*l

76.9*1 23.1*1 1 9.2*1

____1 91.5*, 6.6*1 2.4*1 10.2*1

1
94.1*1

1

1

4.6*1

1

1

1.3*1
1

13.9*1
lI

1 ANCHORAGE STATE SENATE DISTRICTS

1

1 1 1

1 Senate Dist F . ......................... 79.1*1 17.5*1 3.5*1 35.7*1

1 Senate Dist G ............................ 87.0*1 10.0*1 3.0*1 23.2*1

1 Senate Dist H ............................ 76.5*1 17.9*1 5.6*1 17.0*1

(Senate Dist I ............................ ____1
1

93.0*1
1

5.2*1
1

1.8*1
1

24 2*1
i1

1 TOTAL ROW P E R C E N T .......................

1 1

83.8*1 12.8*1 3.3*1

o
•

oor-

H ELLENTHAL & ASSOCIATES, INC.
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A N C H O R A G E  C O U R T H O U S E  E X P A N S I O N  P R O J E C T  - N E E D S  A N D  SIZING

M A R C H  16, 1988

c

Office of the Administrative Director 
Alaska Court System 

303 K Street 
Anchorage, Alaska 99501 

(907) 264-0547



I. I N T R O D U C T I O N

A N C H O R A C E  C O U R T H O U S E  E X P A N S I O N  P R O J E C T  - N E E D S  A N D  SIZING

In F Y  1982, the Alaska State Legislature appropriated funds to the Alaska 
Court System for land acquisition, planning and design of n e w  court 
facilities in Anchorage. T h e  expanded facilities would extend the existing 
court facilities in A n c h o r a g e  across I street a n d  onto the block east of the 
existing facilities. T h e  n e w  facility was planned to provide an additional
350,000 square feet of space, in order to meet the court's projected needs 

to the year 2005.

A  brief project history is included in the "Project Overview" included as 

Appendix A. ^

U n d e r  the current project time line, construction would begin in September 
1988. However, maintenance of the time line is predicated on the issuance 
of request for construction bids in M a y  a n d  June. A n y  variance from the 
time line will prevent the commencement of the construction phase for at 

least one season.

This document discusses the space needs of the Anchorage court and 
presents information relevant to the size of the building.

II. C U R R E N T  S P A C E  D E F I C I T

A. T h e  A n c h o r a g e  court is not currently in a position where it 
comfortably fills the existing courthouse facility, or even where it is 
no w  pushing against the limits of the facility. Rather, the Anchorage 
court has so outgrown its existing space that some court offices have 
been forced out of the courthouse and into adjacent commercial rental 
space, a n d  inefficiencies have been created b y  the forced splitting 
and relocations of departmental units. T h e  result is a cramped 
facility which does not adequately serve the public's needs.

A s  part of a project to examine Anchorage court space needs which 
was undertaken by  the supreme court in February 1988 (discussed 
more fully in section II, infra), the court examined the Anchorage 
court's needs as they exist at the present, as well as what they m a y  
be in future years. Looking at the k n o w n  deficiencies in the current 
facility a n d  applying established space standards the existing 
staffing structure, it was concluded that the Anchorage court is 
currently operating in a facility which is 115,000 square feet smaller 
than it should be to accommodate present needs. Some of the 
problems associated with the current facility a n d  this existing deficit 
are discussed below.

1
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1. Jury Assembly

T h e  current jury assembly area in the A n c h o r a g e  courthouse Is 
located in a windowless area of the courthouse basement. T h e  
court has received numerous complaints from jurors, a n d  there 
have been several letters to the editors of local newspapers, 
noting that the jury area is crowded, depressing a n d  makes 
potential jurors feel more like prisoners than citizens w h o  are 
appreciated for performing their civic duties. Citizens are 
generally subject to personal hardship w h e n  they are called for 
jury service, a n d  they are given only a nominal p a y m e n t  for 
their services. Current conditions are unpleasant a n d  
unacceptable a n d  only add to the level of discomfort a juror m a y  
already have encountered b y  virtue of being called to serve.

Based on current standards for jury management, an additional 
5,440 square feet of space would be needed to provide well 
planned, sufficient space for jury assembly for today's needs.

T h e  jury assembly area in the expanded facility will allow for a 
more h u m a n e  treatment of citizens called for jury duty. T h e  
n e w  assembly area is appropriately sized to the n u m b e r  of jurors 
w h o  can be expected to be called on most days. T h e  jury area 
will contain some quiet working areas for those jurors w h o  are 
called for jury service but w h o  wish to read or w o r k  while 
waiting to be called to a courtroom. T h e  area has b e e n  carefully 
designed to abut on the court's training a n d  conference area 
to allow for temporary expansion of the jury area o n  days w h e n  
an unusually high n u m b e r  of jurors must be called. T h e  dual 
use of the training area allows the court to avoid the creation of 
an oversized jury area to accommodate for the unusual day, but 
which would be overly-expansive for the average day.

2. Judicial Services/Security Corridors and Access/Prisoner
Circulation

During the past several years, there have been several escapes 
of prisoners from the Anchorage courthouse. T h e s e  escapes 
have ranged from an incident of a juvenile accomplishing an 
escape b y  crawling u p  into the air circulation system after 
removing a ceiling panel, to a recent incident involving a 
prisoner removing his handcuffs and bolting while being escorted 
through a public area of the court. There can be no doubt that 
such escape possibilities create a significant d a n g e r  to court 
personnel and the public. There can also be no doubt that 
escape attempts, w h e n  even temporarily successful, are 
extremely costly: a recent escape precipitated a n  area-wide
mobilization of A P D  officers and the cordoning off of an entire 
neighborhood.

T h e  current court facility in Anchorage is not designed in a 
manner which permits adequate isolation of prisoners from 
memb e r s  of the public and court staff. Prisoners must be 
transported across open parking lots and through public and

2



private court areas to be taken to courtrooms for their court 

hearings.

T h e  n e w  court building has be e n  carefully designed, through the 
use of private a n d  prisoner circulation corridors, to eliminate 
contacts, between prisoners a n d  m e m b e r s  of the public and court 
staff, a n d  to minimize opportunities for escape. From the time 
that prisoners are delivered, via a closed sallyport, to the court 
complex, they are isolated a n d  transported In secured areas. 
T h e  n e w  complex devotes approximately 28,815 square feet to 
judicial services, including holding cells and prisoner circulation. 
T h e  design w a s  developed with the cooperation and help of 
representatives from the Alaska State T'jopers and the 
An c h o r a g e  Police Department, to insure that law enforcement 
needs were met.

T h e  need for secured prisoner circulation in court buildings and 
the need for court building design that maximizes prisoner 
security has been d o c u m e n t e d  in a myriad of sources. See, for 
example: Space M a n a g e m e n t  a n d  the Courts Design Handbook b y
F. Michael Wong, U.S. Department, of Justice, L E A A ,  1972 [Ch 
5: Courthouse Security); Court Security - A  Manual of
Guidelines and Procedures, National Sheriffs' Association 1978 
"(Ch 7: Security Implications in Architecture, a n d  Appendix A,
Court Security Issues, Building Structure); "Courthouse 
Security", paper b y  S u e  Johnson and Prakash Yerawadekar for 
N e w  Y o r k  Office of Court Administration, 1S80; Standards 
Relating to Trial Courts, American Bar Association Commission on 
Standards of Judicial Administration, 1976.

Clerks' Office

T h e  operation of the clerks' office has been profoundly affected 
b y  the existing space deficit, which amounts to 680 square feet. 
Components of the clerk’s office are scattered around the 
facility, wherever space could be found to house them, with the 
result that operations which should logically be adjacent to one 
another are separated, a n d  functions are fragmented. Some 
examples of the effects are:

a. T h e  records department has two public counters for 
accessing records, located on separate floors, and members 
of the public often try to access the wrong counter first, 
or must go to both counters, to get the files or information 
they need.

b. Records are stored in a n u m b e r  of locations, since there is 
no room for a centralized storage area. Retrieval of files 
an d  other records is thus very difficult and inefficient.

c. Inadequate facilities exist for safeguarding of exhibits. 
Only one small vault is available, which is used to store 
criminal exhibits. . Other exhibits are stored in rooms 
around the court facility.

d. T h e  small claims department is located on a mezzanine level 
which can only be accessed by a staircase. Therefore,
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handicapped Individuals cannot access this department like 
other citizens, a n d  court staff must leave the department 
and walk downstairs to help handicapped persons on small 
claims matters.

4. Law Library

T h e  A n c h o r a g e  L a w  Library is the administrative headquarters 
for the court system library system and houses the state's only 
major legal research collection. Besides serving the judiciary 
and legal practitioners, the library Is an important resource for 
state and federal a g e n c y  personnel, businesses, students, pro se 
litigants a n d  the general public. While other states generally 
have several libraries with substantial legal collections, Alaska 
has no law school a n d  n o  legal collection of any substance in any 
of its libraries other than the court system libraries.

D u e  to current space constraints, the Anchorage L a w  Library 
must keep a large portion of its collection in a storage area with 
very limited accessibility. With an estimated deficit of 6,800
square feet, the law library has no space for future expansion.

T h e  n e w  courthouse w ould provide the law library with the space 
necessary to improve access to current collections, to provide 
for the continuing g r o w t h  of certain collections, a n d  to acquire 
additional materials as needed. T h e  expansion of the law library 
would also allow for the retention of materials in the m o r e  usable 
hardcopy format a n d  would reduce the amounts of m o n e y  spent 
on the costly conversion of collections to microfiche.

Courtrooms

T h e  most obvious centra! focus of a courthouse is Its
courtrooms. Alt h o u g h  m u c h  occurs beyond the courtroom walls, 
it is the courtroom which is the main arena for court pro­
ceedings, a n d  it is the courtroom which is the most obvious
symbol of the justice system in the eyes of the public.

Courtrooms are very specialized areas which require a n u m b e r  of 
technical modifications. Courtrooms must be acoustically sound 
to insure that a n  adequate record of all proceedings is obtained. 
Courtrooms m u s t  be designed to accommodate the m a n y  partici­
pant, in court proceedings, which can include twelve or more 
jurors, the judge, the in-court clerk, law enforcement repre­
sentatives, attorneys, litigants, witnesses and m e m b e r s  of the 
public and press. Courtrooms must be carefully designed to 
reinforce respect for the dignity and impartiality of tne courts. 
Standards adopted b y  the American Bar Association indicate that 
courtroom design should create "...an atmosphere of sobriety, 
tranquility a n d  security." 1/

1/ Standards Relating to Trial Courts, American Bar Association 
Commission on Standards of Judicial Administration, 1976.

4



c

c

'jCr̂ Y-'<r"vv\'' A> . ■'*r.W>'-'i iVK: ITrtci
 ,.

Because an insufficient n u m b e r  of courtrooms exist In the 
current Anchorage facility to accommodate all court proceedings 
which must be scheduled (the current trial court courtroom 
deficit amounts to 9 #*»00 square feet), court proceedings are n o w  
being held in rooms which h a v e  been remodeled Into temporary 
courtrooms and hearing rooms. T h e s e  rooms do not provide for 
adequate access a n d  egress b y  the judge, prisoners and m e m b e r s  
of the public, a n d  their use creates significant security 
problems. For example, domestic violence matters are routinely 
heard in a small hearing room which allows for little separation 
between the parties, a n d  betw e e n  the parties and the judge. 
These types of proceedings are well-recognized as having the 
potential for violent interactions, and yet the restricted room 
available limits the ability of the court to protect itself a n d  the 
litigants in these situations.

In the expanded facility, adequate n u m b e r s  of appropriate 
courtrooms will be available. T h e s e  courtrooms will be sized and 
modeled following established space standards, which will promote 
the goals of the justice system and incorporate reasonable 
security safeguards.

6. Administrative Offices

Since 1980, the administrative offices for the court system have 
been located outside of the court building in Anchorage. T h e s e  
offices currently occupy 12,240 square feet of rental space a w a y  
from the court building. T h e  administrative offices were 
removed w h e n  space constraints within the court building became 
so severe that administrative office space had t') be reallocated 
to other judicial functions.

The separation of the administrative offices from the court 
building has resulted in a n u m b e r  of inefficiencies. Departments 
now located away from the court building include the personnel 
department, the departments responsible for recording equipment 
and computer equipment support, the department responsible for 
building maintenance, the accounting department a n d  the
purchasing department.

Because cf the close functional relationship between the
administrative offices a n d  the Anchorage court, there is a 
constant flow of personnel a n d  equipment between the two
buildings. M a n y  employees m a k e  several trips between the two 
facilities on any given day. T h e  physical separation has
resulted in the expenditure of personnel time and in confusion 
for court employees and the public. For example, electronics 
engineering staff must respond immediately to calls from 
courtrooms about defective recording equipment, which 
necessitates m a n y  trips between the facilities. Immediate 
attention to these problems is mandated because without properly 
functioning equipment, court proceedings must be delayed and 
there is a danger that an adequate court record cannot be 
produced. These employees are often required to transport 
delicate pieces of electronic equipment during these trips.
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T h e  e xpanded facility will provide for • reconsolidation of the 
administrative offices with the A n c h o r a g e  court. This 
reconsolidation will restore the close working relationship 
between the now-separated court components a n d  will eliminate 
commuting problems.

B. T h e  suggestion that the court e x p a n d  into currently existing, 
unoccupied commercial space fails to take into consideration the m a n y  
a n d  varied special requirements of court facilities. Commercial 
buildings do not have space appropriate for courtrooms. Courtrooms 
must meet special acoustical a n d  soundproofing specifications to allow 
for proper recording of court proceedings. Courtrooms have special 
requirements for egrrss and ingress to maximize the separation of 
judge, jury and defendant. Juror access to courtrooms located 
outside the court building would entail marching jurors in mass from 
the court building to the designated courtroom on a regular basis.

Transporting prisoners to court facilities that might be located In 
commercial buildings would b e  unnecessarily dangerous. In most 
commercial buildings, police would have to use public lobbies and 
elevators. Commercial buildings are not equipped with secure holding 
cells or sufficiently separate circulation patterns. Risk to the general 
public would be unacceptable.

E v e n  of an expansion into available commercial space w e r e  limited to 
non-courtroom functions, it would be unacceptable. Functions of the 
court are tied together and tied to the courtroom. Moving 
departments or parts of departments out of the court building would 
fragment functions and gravely decrease efficient operation.

M o v e m e n t  of files from the court building to court offices several 
blocks a w a y  would seriously compromise the integrity of the court 
system's files and could result in loss or da m a g e  to critical court 
documents. The already difficult job of filing documents and locating 
files would become monumental.

Finally, the fragmentation of court services would be a source of 
confusion and frustration to the public.

III. S I Z I N G  A N D  N E E D S

A. Determination of Space Needs

In order to develop a plan for the expansion of the Ancho r a g e  court 
facility, the Alaska Court System hired an internationally recognized 
judicial space planning firm to prepare a program document, using
space standards and design guidelines specifically developed for the 
Alaska Court System in a report published in 1976 entitled "Judicial 
Facility Standards and Design Guidelines." These standards were
developed to provide guidelines to be used both in renovation of
existing court facilities and construction of n e w  court buildings. The
information in the report was derived from the following sources:

v
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1. Reference books and journals In the field of judicial space 
management, Including "T h e  American Courthouse" a n d  "Space 
M a n a g e m e n t  and the Courts « Design H a n d b o o k . "

2. Interviews with persons functioning at various levels in courts, 
court-related departments a n d  law enforcement agencies to verify 
functions, w o r k  relationships within departments a n d  Interrela­
tionships with other agencies and departments, a n d  spatial and 
environmental requirements.

T h e  planning consultants retained have been heavily involved in the 
planning a n d  designing of court facilities nationwide, o n  both the 
state and federal levels. T h e  standards developed for the Alaska 
Court System correspond to space m a n a g e m e n t  concepts used across 
the country. These general space standards were applied to the 
Information gathered about the A n c h o r a g e  project, a n d  a program 
document was produced detailing both existing space a n d  projected 
space needs. This program document was the starting point for the 

architect's design work.

B . Reaffirmation of Sizfnq/Concerns Created b y  C h a n g e s  In Alaska's 
Economic Conditiot.s

T h e  initial determination of needs a n d  sizing for the courthouse 
expansion was accomplished in 1982. Since 1982, the State of Alaska 
has experienced significant changes d u e  to a severe depression of 
economic conditions. In light of these changes, the s u p r e m e  court 
reassessed the need for the courthouse expansion project in February 
1988. (Detailed information concerning that reassessment process is 
contained within the "Project Overview" do c u m e n t  attached as A p p e n­
dix A. This "Froject Overview" was provided to the Senate Finance 

Committee on February 22.)

O n e  of the factors the supreme court considered w a s  the current 
space deficit in the Anchorage courthouse. T h e  existing space deficit 
was discussed earlier in this report. T h e  A n c h o r a g e  courthouse 
facility currently is experiencing a space of deficit of 115,000 square 
feet. This figure represents space needed to accommodate existing 
needs. T h e  lack of this space within the court complex has resulted 
in inefficiencies and problems for the public, as discussed earlier, as 
well as serious security problems for court staff and the public due 
to inadequate prisoner controls.

T h e  court also examined economic a n d  population data obtained from 
the Institute of Economic and Social Research's Alaska E c o n o m y  and 
Housing Market Report dated October 1987. This data was used to 
formulate predictions about the court's future caseload, a n d  the 
probable rate of growth which will be experienced b y  the court 
through the year 2003. (The process that the court followed in this 
regard is outlined in the aforementioned "Project Overview.") Based 
on the information available, a n d  the reasonable predictions which 
could be m a d e  based upon that information, the court concluded that 
the new facility was still needed to meet the court's projected needs.

7



the court's growth has lessened during the last two years, 
court's workload, as reflected b y  court filings, has s h o w n  a 

significant increase since F Y  1981, w h e n  this project w a s  first envi­
sioned. T h e  following chart summarizes the growth In trial court 
filings from F Y  1981 until F Y  1987.



ANCHORAGE COURT COMPLEX TRIAL COURT ACTIVITY F is c a l Years '81 -  '87

FY FY Percent Change
Court Level 1981 1987 FY81-FY87

SUPERIOR COURT

Felony 413 957 131 .7Domestic R e la t ion s  3 ,737 4 ,608  23 .3Probate 777 1 ,280 64 .7General C i v i l  , 2 ,156 2 ,898 34 .4C h i ld ren 's  Matters 445 679 52 .6
Superio r Court F i l in g s :  7 ,528  10 ,422 38 .4

DISTRICT COURT

Misdemeanor 7 ,289 8 ,995 23 .4General C i v i l  2 ,929 6 ,734 129.9Small Claims 4 ,393 7 ,333 66 .9
D i s t r i c t  Court F i l in g s :  14 ,611 23 ,062 57 .8

TOTAL TRIAL COURT NON-TRAFFIC FILINGS 22,139 33,484 51 .2

Source: Alaska Court System -  FY 1981 & FY 1987 Annual Reports
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iLASK A COURT SYSTEM

c A n a l y s i s  o f  S p a c e  i n  A n c h o r a g e  C o u r t  F a c i l i t y
(in s q u a r e  fee t )

C

T o t a l  S p a c e  A v a i l a b l e

C o m p r i s e d  of:

E x i s t i n g  B o n e y  C o u r t  B u i l d i n g  
E x i s t i n g  D i s t r i c t  C o u r t  B u i l d i n g

T o t a l  S p a c e  i n  E x i s t i n g  B u i l d i n g s

P r o p o s e d  A d d i t i o n

T o t a l  S p a c e  A v a i l a b l e

L e s s  N o n - C o u r t  S p a c e  A s s i g n m e n t s :

P a r k i n g

C o m m e r c i a l

D i s t r i c t  A t t o r n e y / O f f i c e  o f  S p e c i a l  
P r o s e c u t i o n s

M u n i c i p a l i t y  o f  A n c h o r a g e  W a r r a n t s  S e c t i o n

D e p a r t m e n t  o f  T r a n s p o r t a t i o n / P u b l i c  F a c i l i t i e s  

M a i n t e n a n c e  S e c t i o n

S t a t e  T r o o p e r s  J u d i c i a l  S e r v i c e s  S e c t i o n  
( i n c l u d i n g  s a l l y p o r t ,  h o l d i n g  c e l l s ,  & 
p r i s o n e r  c i r c u l a t i o n )

1 4 9 , 6 7 0  
5 8 , 0 8 5

2 0 7 . 7 5 5  

3 5 0 , 0 0 0

5 5 7 . 7 5 5

5 1 , 6 7 0  

7 , 5 0 0

2 4 , 5 5 0

4 , 6 3 5

3 , 7 3 5

5 5 7 , 7 5 5

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

S p a c e  A v a i l a b l e  f o r  C o u r t  S y s t e m  U s e  4 3 9 , 8 5 0

E s t i m a t e d  C o u r t  S y s t e m  S p a c e  N e e d s  i n  1 9 9 1
( i n c l u d i n g  t h e  c u r r e n t  1 1 5 , 0 0 0  s q u a r e  f o o t  s p a c e  

d e f i c i t  a n d  1 1 , 6 0 0  s q u a r e  f e e t  o f  c o u r t r o o m s ,  n o t  
f u l l y  u t i l i z e d  u n t i l  2 0 0 6 )

S p a c e  A v a i l a b l e  f o r  A d d i t i o n a l  C o u r t  S y s t e m  
G r o w t h  a n d  f o r  U s e  b y  O t h e r  J u s t i c e - R e l a t e d  
A g e n c i e s  1 1 1 , 0 5 3

S p a c e  L o s s  f r o m  D e m o l i t i o n  o f  D i s t r i c t  C o u r t  B u i l d i n g  5 8 , 0 8 5

j < f ) | 3 2 8 , 7 9 7

N e t  S p a c e  A v a i l a b l e  f o r  A d d i t i o n a l  C o u r t  S y s t e m  
/ G r o w t h  a n d  f o r  U s e  b y  O t h e r  J u s t i c e - R e l a t e d  

A g e n c i e s
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P r o j e c t  B u d g e t

C o n s t r u c t i o n  C o s t  
C o n s t r u c t i o n  C o n t i n g e n c y  
F u r n i s h i n g s  a n d  E q u i p m e n t
C o n s t r u c t i o n  A d m i n i s t r a t i o n  C o s t s ,  i n c l u d i n g  

p e r m i t s ,  c o n s t r u c t i o n  m a n a g e m e n t  f e e s ,  e t c .  
A r t - i n - P u b l i c - P l a c e s

T o t a l  P r o j e c t  B u d g e t

$ 6 7 , 5 7 0 , 0 0 0
6 , 6 5 2 , 0 0 0
6 , 0 0 0 , 0 0 0
4 , 0 0 0 , 0 0 0

6 6 5 , 0 0 0

$ 8 4 , 8 8 7 , 0 0 0

R e p a y m e n t  o f  P u b l i c  F a c i l i t i e s  P l a n n i n g  F u n d  L o a n  $ 7 5 0 , 0 0 0

P r o j e c t  F i n a n c i n g  O p t i o n s  

3 0 - y e a r  L e a s e - R e v e n u e  B o n d s :

E s t i m a t e d  T o t a l  D e b t  S e r v i c e  $ 2 2 9 , 6 0 0 , 0 0 0
E s t i m a t e d  A n n u a l  D e b t  S e r v i c e  ( 1 9 9 1 - 2 0 1 8 ) *  8 , 5 0 3 , 7 0 0
E s t i m a t e d  A n n u a l  O p e r a t i o n s  & M a i n t e n a n c e

C o s t s  ( 1 9 9 1 - 2 0 4 1  e s t i m a t e d  l i f e  o f  b u i l d i n g )  1 , 2 6 0 , 0 0 0

C  E s t i m a t e d  A v e r a g e  M o n t h l y  C o s t  p e r  S q u a r e  F o o t
o v e r  F u l l  5 0 - y e a r  L i f e  o f  B u i l d i n g  $ 1 . 2 1

2 0 - y e a r  L e a s e - R e v e n u e  B o n d s :

E s t i m a t e d  T o t a l  D e b t  S e r v i c e  $ 1 7 8 , 0 5 1 , 8 0 0
E s t i m a t e d  A n n u a l  D e b t  S e r v i c e  ( 1 9 9 1 - 2 0 0 8 ) *  1 0 , 4 7 3 , 6 0 0
E s t i m a t e d  A n n u a l  O p e r a t i o n s  & M a i n t e n a n c e

C o s t s  ( 1 9 9 1 - 2 0 4 1  e s t i m a t e d  l i f e  o f  b u i l d i n g  1 , 2 6 0 , 0 0 0

E s t i m a t e d  A v e r a g e  M o n t h l y  C o s t  p e r  S q u a r e  F o o t
o v e r  F u l l  5 0 - y e a r  L i f e  o f  B u i l d i n g  $ 1 . 0 3

1 0 - y e a r  L e a s e - R e v e n u e  B o n d s :

E s t i m a t e d  T o t a l  D e b t  S e r v i c e  $ 1 2 2 , 3 6 3 , 7 0 0
E s t i m a t e d  A n n u a l  D e b t  S e r v i c e  ( 1 9 9 1 - 1 9 9 8 ) *  1 7 , 4 8 0 , 5 0 0
E s t i m a t e d  A n n u a l  O p e r a t i o n s  & M a i n t e n a n c e

C o s t s  ( 1 9 9 1 - 2 0 4 1  e s t i m a t e d  l i f e  o f  b u i l d i n g  1 , 2 6 0 , 0 0 0

E s t i m a t e d  A v e r a g e  M o n t h l y  C o s t  p e r  S q u a r e  F o o t
o v e r  F u l l  5 0 - y e a r  L i f e  o f  B u i l d i n g  $ 0 . 8 2

* D e p t  s e r v i c e  i s  n o t  p a i d  d u r i n g  t h r e e  y e a r  c o n s t r u c t i o n  p e r i o d .
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B y  f S C S - i A f ©  S& AU EH  
Daiy News reporter

On March 1,'1962, th e  s ta te  court system  p u t 
ou t ft call to  architects. The announcem ent w as 
stra igh tfo rw ard ; S ubm it a  p roposal fo r add i­
tio n  to  tha  A nchorage courthouse th a t w ould 
m ee t Judicial needs through th e  y e a r  2010.

T he construction cost w as estim ated  a t 132 
m illion , th e  s ire  190,009 square  feet: and th e  
d a te  o f com pletion som etim e In 1905.

M ore th an  s ix  y ea rs  and  19 m illion  la ter, 
th e  co u rt system  is  s till fa r aw ay  from  tu rning 
th e  f irs t  shovel o f ea rth . M eanwhile, the  
p ro jec t h as  grow n to  nearly  tw ice th e  orig inal 

an d  m ore th an  double th e  f irs t  estim ated
coat.

Now the m oney h as  ru n  out, stop-w ork 
orders hav e  been issu ed  to  i ts  consultan ts, and  
Court A dm in istra to r A rt Snow den has found 
him self in  th e  m idd le  o f a  leg isla tive  b a ttle  
o v er ano ther $1.5 m illion  in  arch itect foes be  
needs to  p repare  th e  p ro jec t fo r bid .

I  .ate Sunday, law m akers from  b o th  houses 
w ere w orking to  fash ion  a  com prom ise in  
w hich u p  to  $4 m illio n  w ould be app ropria ted  
to  redesign th e  p ro jec t dow n to  250,000 square 
feet, a  reduction of 190,000 sq u are  feet.

A long th e  way, th e  court system  h as Ig­
nored  advice from  i t s  f irs t  earthquake-hazard  
consultants to  drop th e  p ro ject and  i t  re ta ined  
a  p lanner, Michael Wong, w hose sp ira lin g  fee 
schedule required  th e  courts to  p a y  h im  fo r

years fo r  th e  w ork h e  com pleted cm June 23, 
1082. The court’s  records on. th e  add ition  a re  in  
d isa rray , and  the leg isla tive  au d ito r is investi­
g a tin g  the project an d  its  consultants a t  th e  
request of Sen. Johne B m ldey  of Bethel.

W ithin th e  p as t m on th , as the controversy 
o v er th e  courthouse h as  deepened, the  court 
sy s te m  f ire d  W ong,' w h ile  i t s  a rc h ite c t ,  
McCcaJ, McDonald o f A laska, has undergone a  
change o f ownership. A llen  McDonald, a  cen­
tra l  figure in  th e  federal investigation  in to  th e  
paym ent of k ickbacks and  bribes in  N orth  
S lope Borough construction projects, sold h is  
BO percent s tak e  in  th e  firm  th ree  weeks ago, 
according to th e  new p residen t, John  McCool.

- T he 'courts, lacking s  p rofessional construc­

tion m anager on s ta ff fo r  m ost of th e  six-year 
period , have key  docum ents on th e  project 
scattered in  so m any locations th a t  finding 
contracts o r th e ir am endm ents becomes a 
chore.

The "C le” docum enting th e  architect selec­
tio n  process is a  huge cardboard  box m ingling 
dog-eared records and floor p lans fo r several 
projects, w ith  num erous copies of some docu­
m ents wad none of o thers. On F riday , the 
cou rt’s deputy ad m in is tra to r, S tephanie Cole, 
w as asked for a  e sp y  of the papers th a t 
authorized a 10 percent ra ise  for Wong in  1904. 
To find those docum ents i4i3 e ither going to be
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Continued from Poq* A-1 ]

very  easy o r very  h a rd ,"  she said. B y  the end 
of these day, they  h ad n ’t been ioccted.

K it Duke, an ex -tran sp o rta tio n  departm ent 
architect h ired  w ith in  th e  p as t y ea r by the 
courts to im prove i ts  m anagem ent of the
proioct, a ttrib u ted  th e  d isa rray  to  the fact 

itth a t  th ree  o r four people have held th a t
responsibility  since p lann ing  fo r the addition 

’There’s never rea lly  been a projectbegan.
m anager," she said. "In  th is  project, the 
problem  ia a lack  of having  som eone around 
who has con tinu ity ."

U nlike m ost o th er agencies, the  court sys­
tem  has special leg isla tive  au th o rity  to  bypass
the  D epartm ent of T ran sp o rta tio n  and Public 
“  tietFacilities and its  In-house s ta ff  of project 
m anagers, architects and  engineers, when con­
structing  new  build ings. Snow den began p lan 1 
s in g  fo r the  courthouse ad d itio n  in  1931, when 
th a  leg islature ap p ro p ria ted  S10 m illion to 
•acquire land and design the build ing. On Dec. 
22, 1981, he signed a con tract w ith  Wong, 
president of Space M anagem ent C onsultants 
of Seattle  and H onolulu, to  stu d y  the space 
needs fo r the  Judiciary  in  Anchorage.

Wong, an arch itect and  rea l e s ta te  d m lo j>
er, had m et Snow den a t  a  ju d ic ia l in s titu te  
Aspen, Colo., in  the ea rly  l97Cs. Snow den was 
a  court ad m in is tra to r in  M aryland, and when 
ho came to  A laska a few  y ea rs  la te r, he h ired  
V/ong fo r a series of stud ies of th e  A laska 
crim inal justice system .

The 1981 contract p a id  Wong 1 percent of 
the  construction cost of th e  bu ild ing . The
bigger th e  build ing, th e  m ore Wong w ould get. Art S nsw don tetflfioft fSfil before th e  H cu t»  Jud ic iary  C om m ute*  In
And as th e  space consu ltan t, Wong would be

 ‘ ■advising the court on the  b u ild in g  size it 
needed.

That arrangem ent has since draw n fire  
from  legislators, including  San. B inkley, the 
B ethel Republican, who has argued  th a t Wong 
could hav e  a conflict of in terest, 3 u t  Wong, in 
an  interview , sa id  h is fee w as fa ir. "O ur fee 
fo r the w ork  w e do is fa ir ly  m in im al,"  he 
said.

Wong’s w ork  w as to  have  been finished by  
Ju n e  30, 1985, w ith  th e  com pletion of the 
project, and his faa and  ta sk s  w ere sp lit in to  
phases. The firs t p h ase  w a s  the biggest —

** With a 10 percent decrease in population, 
cniy dropped 1 percent, if m  scale back, w 
into a building that is full ths day we move I 
scale it back for political reasons, but my vi 
can use every square foot that rn ’ve askec

producing the space m anagem ent stu d y  — and 
of h is '

rep o rt c
th a t 3X5,000 ad d itio n a l square  feet of build ing

w«* w orth  55 percent is to ta l  paym ent. He 
tu rn ed  in  his rep o rt on  Ju n e  28, 1982. advising

w ould be needed b y  th e  y e a r  2005. The courts 
accepted tho w ork , Rnd he w as p a id  $208,250 
p lus Gxpenc6S, a fee based  on a $37,5 m illion 
building.

Wong set to  w ork  on  his n e x t ta sk  as liaison 
betw een the pro ject arch itec ts  and the  court 
system , ensuring  th a t th e  ac tu a l building 
reflected space needs and  con tem porary  court­
room  design. F o r  th a t, he w as to  be paid  
an o th er 33 percent of hia to ta l fee. Tha 
rem aining 10 percent w as to  be  pa id  w hile he 
w atched over construction.

Along th e  w ay, p ro jec t costs escalated. In 
3t anothiMarch, 1983, h« got an o th e r check for phaco 

on» w ork  ho com pleted  th e  y e a r before, this 
tim e fo r $88,750. In M arch of th s  following 
year, the courts ra ised  hi* fe* from  1 percsmt 
to  1.1 percent, th an  w ro ta  h im  ano ther check 
fo r th e  1982 w ork , th is  tim e fo r $88,000. In 
O ctober 1907, w hen th e  p ro jec t cost was 
revised up again, th is  tim e to  $05 m illion, he 
got an add itional $28,220 fo r tho old study.

Snowden says th a t  Wong was w orth  the 
m oney, and w ent beyond th e  duties in  his 

...........................................  in

Wcng's revised s tu d y  was rid icu led  In Tu- 
ne&u ea rlie r th is y ea r w hen leg islators dis­
covered th a t he se t aside space fo r seven 
Suprem e Court justices, when th e  s ta te  h&a 
only  five.

In addition, ha p lanned  office space fo r 58 
atto rneys general, including 6 assigned to 
consum er com plaints. Today, th ere  are  about 
15 attornoys general In A nchorage, w ith  tw o 
hand ling  consum er problem s. Wong planned 
fo r 13 a ttorneys In the  Office of Special 
Prosecutions and A ppeals, w hich now has a 
s ta ff of eight; 30 d is tric t a tto rneys, w here the  
s ta ff now has 21; 30 public  defenders, versus
23 todoy; 13 atto rneys and 9 pub lic  guardians
' ‘ O f f  .......................

contract by  assis ting  the court system  
resolving u n an tic ipated  p rob lem s w ith  munic-

in  the Office of Pub lic  Advocacy, w hore to d ay  
th e  num bers a re  s ix  an a  four; and  15 Superior 
C ourt courtroom s and 13 D istrict courtroom s, 
w here today th ere  are  eight S uperio r Court 
judge* and  11 D istrict Court Judge*.

Wong defended his w ork , say ing  th a t the 
dow nturn  of th e  economy is only  tem porary .

"The Boney B uild ing wns b u ilt  In the early

ip a l regulatory  agencies.
With th e  dow ntu rn  of th e  A laska economy 

and  th e  em igration  o f thousands of people 
from  Anchorage, Wong w as com m issioned in 
1987 to  update h is 1982 re p o rt fo r an  addition­
a l $35,000. H is now s tu d y  trim m ed  about 
20,800 feet from  th e  o rig in a l apace plan, and 
court officials have cu t s till  m ore, bu t tha t 
s till le ft a new  b u i ld ln g w l th  roughly the

70s and w as supposed to  las t 20 yearn, bu t by  
a lread y  overcrow ded," he said,

In  M arch of 1982, wl 
on his In itia l study, 
sslecting an  a rc h ite c t . ' 
th e  ju d ic iary  an d  the 
m eat m ade u p  th a  sal 
Wong acting  ao a  non-v

U nder a s tan d a rd  p 
com peting i .n n s  m ad 
round. A ccording to  di 
court system , H aro ld  V 
th e  t i n t  cholco, w ith  
A ssociates in  second pi 
tw o  top  firm s w ere a 
p resen ta tio n s to  th e  col

McCool-McDonald ol 
op tim istic  tim e  fram  
design th e  b u ild in g  ii 
p o ss ib ly  so o n er. By 
M cCool-M cDonald’s ch 
John  M tCool, c ited  th  
N orth  S lope Borough, 
p lanned  to  subcontrac 
w ork  to  ono of its 
D avid  C offm in .

1980, it  w a i 
referring to  th* f irs t courthouse annex. "You 
con see th e re  could bo a boom  In th a  economy 
and th_ bu ild ing  w hich is b u ilt for 20 yeans Is 
filled  up  in Just 7 years. O ver the nex t 15 
years, if  the  A lask a  economy gets back, and 
th e re ’s no reason It sh o u ldn 't be, there could 
be  spurts aga in ."

In  A pril, the  court system  term inated  his 
contract, and Wong agreed th a t  even if th s

to  federai prosecutors, 
paying  k ickbacks to i 
lobbyist Lew is Dischi
position  in  th e  borous 
according to  a federal 
and  C arl M athisen, i 
McDonald in  S ea ttle  
KdoI»« from  five N o ri
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:al reasons, but my view is that 
foot that we’ve asked for. 9

— Art Snowdsn
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In  fdarch of 1932, w h iis Wong w as w orking 
on his in itia l s tudy , th e  court system  was 
selecting an  architect. Two officials each from  
the jud ic iary  and  the  tran sp o rta tio n  depart­
m ent m ade up th e  selection com m ittee, w ith  
Wong acting as a  non-voting adviser.

U nder a s tan d ard  p o in t system , fou r of 12 
com peting firm s m ado i t  th rough  tho first 
round. According to  docum ents on file in' the  
court system , H aro ld  W irum  & Associates vms 
tha  first choice, w ith  McCool-McDonald and 
Associates in  socond place. They and  the  o ther 
tw o top firm s w ore asked  to  m ake personal 
presentations to  th e  com m ittee,

McCool-McDonald offered  the com m ittee an 
optim istic tim e fram e, pred ic ting  i t  could 
design the bu ild ing  in  19 to  22 w eeks, ond 
p o ssib ly  sooner. B y w ay  o f experience , 
MeCool-McDonala'a chief arch itect In A laska, 
John McCool, cited  the  f irm ’s w ork  w ith  the 
N orth Slope Borough, and  he sa id  the firm  
planned to  subcon tract th e  s tru c tu ra l design 
w ork  to one of its  • N orth  Slope partners, 
David CoffmAn.'

n a ted  hia 
'an if the

A t the  tim e of th a t  p resen ta tio n , according 
to  federal proaecutors, b o th  firm s had begun 
paying kickbacks to  th a  In fluen tia l Juneau  
lobbyist Lewis D lcchner to ' m ain ta in  th e ir 
position In tha  borough. By A ugust of 1982, 
according to  a federal ind ic tm en t of D ischner 
and C an  M athisen, em ployees of McCool- 
McDonald in S ea ttle  w ere  procexsing kick­
backs from  five N orth  Slope contractors to  
D bchner and  M athisen. 3 y  1984, th e  paym ents

Investigation th a t lo nearing com pletion, has 
denied any w rongdoing. McCooi said th* new 
firm  created in  1983 th a t took over the 
courthouse project — McCool, McDonald of 
A laska — was separate  from the S eattle  
com pany and had  nothing to do w ith  its 
activities.

However, in  docum ents the A laska firm
filed  w ith  ine s ta te  division of corporations in  
1986, It said it  w as affilia ted  w ith  the Wash­
ington firm , and th a t the  A laska employees 
used tho W ashington firm ’s profit-sharing 
pension fund. In  addition , McCooi, McDonald 
of A laska d id n 't have to  go through th s
selection process again  to  ob tain  the  contract, 
as a  to ta lly  new  com pany m ight havo had  to
do.

How tho courthouse selection .com m ittee 
se ttled  on McCool-McDonald U unclear from 
the  records availab le . In an in terv iew ,-one of 
th s  com m ittee m em bers, R obert Scott, said  he 
recalled the  com m ittee was deadlocked for 
•lays over its  choics ".like a hung ju ry ."  In 
desperation, Scott said, th ey  tu rned  to  Wong 
fo r  h is  choice , an d  ho p ick ed  M cCool- 
McDonald.

Scott, who favored W irum, said he never­
theless approved th e  result. " I  thought tha 
selection for tho  courthouse w as really  a good 
one. They presented  th e ir  exhibits, an d  went 
th rough th e ir o ra l in terview s, and kep t th e ir 
cool, I t get down to  a really  fine team ."

The courts signed an in terim  contract w ith  
th s  architects, directing them  to begin p re lim i­
nary  w ork. W ith th e  courthouss s ite  In a 
po ten tia lly  hazardous seism ic area and <ecure 
bedrock too deep to  reach, th ey  subcontract ad 
a  gso technical survey  to  the  engineering firm  
of H arding Law son Associates.

MW« concluded in  w riting , in  a report th a t I 
co-slgned and p u t m y A laska reg istra tion  
num ber cn, th a t I t’s ju s t n o t a proper s ite  fo r 
public occupancy w here peopls had no choice 
to go in to  th s  build ing or not, end vrhsra there 
w ould ba prisoners incarcerated ," sa id  Jay  
England of H ording Lav/son. "A rt Snowden 
ju s t did  not like  our conclusions, so he h ired  a 
consultant from' S tam ford who arriv ed  a t 
somw different conclusions."- ■

The S tam ford professor, K arsoh Shah, de­
cided th a t tho  courthouse cite w as no risk ie r a 
place to  build th an  o ther areas around tow n, 
und he and o th er consultan ts said tha  bu ild ing  
cou ld  bo s tre n g th e n e d  to  w ith s ta n d  th e  
stresses of a  strong quake.

In  any event, tha seicm k issue becam e on* 
bf several w ars fought on the  local battlefie ld . 
The c ity ’s geotechnicsl com m ission decided 
the bu ild ing  shou ldn 't ba b u ilt, then i t  was 
overruled by  tho p lann ing  and  zoning commis­
sion.

In  an earlier fight, th e  planning and  zoning
alcom m ission  ru le d  o u t S now don’s o rig in a l 

plan, to construct th e  en tire  add ition  on tha 
park ing  lo t adjacent to th a  courthouse. I t  said 
th* build ing w ould have too m uch b u lk , and 
th* court system  decided to  spread new  offices
in a  sm aller bu ild ing  on  tho site, and upon a 
portion  of tha  b icck  acroso th e  stree t to  the
cant. T hat plan, in  tu rn , drew  firo from  
h istorical p reservation ists, who sought to  p re­
serve eomo of th e  structu re  t on the  site.

A il those b a ttle s  took  tim e, sending, the
project fu rth e r and  further1 behind  schedule. 
A na Ju it as Wong's fees escalated, jo  did
McCcol-MeDonald’a. T heir 19H4 contract called 
fo r to ta l fees, including those of sub-consul­
tan ts , of $536,600. By the  tim e tha contract 
w u  form ally  am ended to increase th a tr  fees 
to  $2.3 m illion, on M ay 20, 1987, the  firm  had 
been paid m ore th an  $1 m illion.

Snowden, now  in a l8glelativ* b a ttle  he 
d idn’t  w ant, has continued to  resist calls to 
sh rink  the project any  fu rther.

leglelal 
led to 
rfher.

"W ith a ’10 percent decrease in  population, 
r  caseload cu iy  dropped 1 percent,' he  said.our caseload cu iy  dropped 1 percent.

" I f  we scale back, w e could move in to
build ing th a t Ij  fu ll the  day  we move In. Tliay 
m ay scais It back fo r political reasons, b u t m y
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JU N E A U  — T ha a n n u a l 
•nd-of-seoaion fran ry  lilt th a  
leg is la tu re  Sunday  w ith  th e  
Kooua pud-S ena te  pulling to ­
g e th e r  in fo rm a l ag reem en ts  
on how  to  p ay  fo r nex t year’s 
s ta te  budget.

B usiness w as frequen tly  in ­
te r r u p te d  fo r  c lo sed -d o o r 
meeting*.

B oth  H ouse S peaker Ben 
O ruw andorf and  Senate P res­
ident J a n  F&iki said  they  

• hoped a  so-called "ad jo u rn ­
m ent p ac k ag e"  w ould hold  
through th e  end  of th e  session

rn d  ilmrt y ea r 's  blow -up over 
balancing th e  budget w ould 
n o t be repeated.

Both p resid in g  officers p re ­
d icted  a  T u esd ay  ad jo u rn ­
m ent. The. 120-dsy session  
l im it  re q u ire s  ad jo u rn m e n t 

, by  m idnight Tuesday.
" i  th ink  th e r t 'a  going to  be  

a sigh of r a h tf  an a  * fa ilin g  
Of a c c o m p lis h m e n t,"  s a id
G russendorf, D -S ltka.

Tho p ack R g e  In c lu d es  
ag reem en ts  b e tw e en  H ouse 
and Senate leaders on m ajor 
Issues, Include leg islative ap­
proval o f  a  $20 miUioh draw  
nex t y ea r from  the  R ailbelt 
Energy F u n d  if  i t 's  needed to  
p lug a deficit.

If  th e  fu ll H ouse and Sen-, 
fltte don’t  go along  w ith  th a t 
n co m m e n a a tio n , leg is la to rs  
could find  them selves short of 
m oney fo r  • th e ir  budget w ith  
m an d ato ry  ad journm ent s ta r­
ing them  in  th a  faco.

" If R ailbelt leg isla to rs  vote 
i t  dow n , t h a t  w ill  be a 
g litch,” F a ik s  said . Anchor­
age and F a irb an k s  legislators 
hav e  recorded  th e  $223 m il­
lion savings account fo r ener­
gy  p ro jec ts  a s  th e i r  own. 
Some say  it  should  be spent 
on ly  for R ailbe lt com m unities 
i f  i t  w o n ’t finance energy 
developm ent.

* " I  th in k  wtt have enough 
people w ho  have  bought off 
on this th a t  I t ’ll go," Faiks 
said , re ferring  to  th e  en tire  
package.

Gov. S teve Cowper, who 
conferred w ith  sm all groups 
o f legislators in  his office 
th roughout th e  day , also p re­
dicted th a t legislator*  w ould 
approv® tho d raw  from  th® 
fU llb tlt fund. Som e legisla­
to rs  told h im  th e  vot68 were 
thw e, Cow per said .

The re s t o f th e  ad journ­
m ent package includes:

•  (liv ing  $40 m illion  in ex­
t ra  aid thl* y e a r to  m unicipal

So v e ra m e n ts . B o th  h ouses 
ave supported  it  fo r weeks, 
though th ey 'v e  had  trouble

a  t m u r  / n  r>a v  / n r  I t .

* P u llin g  530. m illio n  in  
cash from  sta te  • horn® loan 
program s to  help  balance the  
budget.

» Repealing th e  budget re­
serve nm d approved a t ' l a s t  
yaaria special sacsion and  re ­
placing-it w ith  C ow per’s p lan  
fc r  a etafce acience foundation. 
Cowper w ants W m illion  th h  
session and $100 m illion  in  
fu tur*  budgat surpluses and 
oil tax  w indfalls- to  m ake 
A laska a w orld  center fo r 
arctic  research. .

A lthough it  w as clear Sun­
d ay  th a t  th e  ad jo u rn m en t 
ru sh  waji on, it  w m  a da7 o f 
£ ta  and s ta rts . B oth  houses 
in tam sptod  action fo r closed 
m eetings of th e ir m ajo rity  o r - . 
ganizutions to d iscusi various 
p a r t i  of th e  a d jo u rn m e n t 
package. M eanwhile, lobby­
ists  end m em bers of th e  p ub­
lic mlllod about in  th e  ha ll for 
hour* w ritin g  fo r com m ittee 
m eetings and floor action t o . 
begin.

K«p. K ay  B row n, D-An- 
cborage an a  an  advocate of 
open m eetings legislation th is  
session , w a lk e d  o u t o f a 
House m ajority  caucus m a t ­
ing when aha fe lt too m uch 
subitantlv® budget discussion 
was gcing cn  behind closed 
doors. The Sonata m ajo rity  
m et to  d iscu ii how big  th e  
cap ita l budget should b e  and 
w hether or not th e  d is trib u ­
tion  of m oney betw een elec­
tio n  district* w as fa ir, F aiks 
said.

In add ition  to  th e  closed 
m ajority  m eetings, leg islative 
leaders huddled  in  th e ir  of­
fices to  discuss fin e  po in ts of 
aomo p art#  o f th#  adjourn- 
n ian t p ac k ag e . D em o cra ts  
from  th e  Republican- dom i-. 
an ted  Senst#  m ajo rity  negoti­
a ted  w ith  G ruassuaorf and 
o ther leaders o f tha Domo- 
crat-lod House.

D u rin g  b r e a k *  In  th s  
dosod-dcor m eetings som e of 
tho most controversial leg isla­
tio n  of th e  session cleared 
v a rio u s  com m ittee*  o r  re­
ce iv ed  a t te n t io n  in  o th e r  
waya. They include:

■t Anchorage oom*» haw *. 
H ouee J u d ic ia ry  C h a irm an  
John- Sund w as w ork ing  on a 
p lan  th a t w ould requ ire  the 
court system  to  scale back  on 
plan* fo r a  330,000-squar#-foot 
ad d itio n  to  th e  d o w n to w n  
courthouse. Critic* have  a r ­
gued th a t  th e  add ition  ex­
ceeds th e  c o u r t  s y s te m 's  
needs.

* Open m eeting*. A  pro­
posed constitu tional am end­
m ent guaranteeing  public ac­
cost to debates on legi*latlon 
cleared tho S enate  Jud ic iary  
C om m ittee and landed In the

G ross tried  b u t fa iled  to  con­
vince th e  com m ittee to  k ill  
th e  am endm ent. If  ap p ro v ed  
i t  got* on this N ovem ber elec­
tio n  ballo t, i

• S heffield  lei’adifae#- I*5!*' 
iiila tiv*  lo a d e rs  n e g o tia te d

how  to  p u t $302,£><X) la  the 
bud gat to  ru p ay  fo rm er Gov: 
B ill S heffie ld  legal coat* dur- 
t t j  1930 im peachm ent pro­
ceed in g s a g a in s t  h im . O ne 
p la n  cttilad, fo r  le g is la to rs , 
w a ry  of ft pub lic  backlash , to  
p u t in  a  supp lem en ta l appro­

priation#  b ill fo r  th is  y ea r's  
s ta ts  budget.

* G u ide le g is la t io n .  The 
Hous® R ules C o m m u tes  rs- 
w rot# a  co n tro v e rs ia l b il l  on 
h u n tin g  g u id e s  so  tS a t  I t 
m a k «  no chftngss on  guide

law* fo r  th e  com ing y e a r  
w hile, a tw it force stud ies 
conflicts betw een guides and 
outfittnra. The Senate varsion 
Of the  b i r  w ould have given 
guides nior® control over the 
hunting  t h i t  «£** on in  th e ir  
exclusive guiding areas.
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E c o n o m i s t  p r a c S S o t s  t u r n a r o u n d  b y  e n d  o f  y e a r

Tha Attociated Press
•FA IR B A N K S -  B a rr in g  

{mother d rastic  drop in  w orld  
p il prices or a  n a tio n a l roces- 
e lo n , A la s k a ’s e co n o m y  
should  b*gin tu rn in g  around 
b y  la te  th is  year, an  econo­
m ist says.

Lee ' Gorauch, d irec to r of 
th e  U n iversity  of A la sk a ’s In ­

s titu te  of Social an d  Econom­
ic Research, m ad e  th e  com ­
m ents F iiday  in  a  Bpcech to  
delegates a ttend ing  th e  A las­
k a  Credit Union L sag u s an n u ­
al meeting.

"•We’re p red ic ting  a m odest 
Increase in em ploym ent be­
ginning tow ard th e  end of 
th is  year of 1 to  2 percent, or

an  average o f abou t 1.6 per­
cent a y e a r ,"  Goreuch said. 
“ If th e  p rice  o f  oil raranlna 
betw een  $14 an d  $10 a barre l, 
s ta te  revM iuci and spending 
should  s tab ilise  s t  about $2 
b illio n  a  y ea r.”

Gom vch sold $1.7 billion of 
th a t  w ould  come from  a sin­
gle source — the oil industry;.
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Date referred: 4/28/88 FURTHER REFERRALS:

The Judiciary

DATE: /A*-"! J ; I gf y V 

Committee has considered CSSB 444(Fin)

"An Act relating to eligibility for permanent fund dividends and providing 
civil penalties for certain conduct involving permanent fund dividends; and 
providing for an effective date."

HBa a m r o s :

[ replace with \\c<> C $ 5  3

[ ] attached amendment(s)

[ v<J do pass

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations

[ ] additional referral to the

A D O P T S : [ ] letter of intent

[ the same title 

[ ] a new title

Committee

ATTACHES MEW FISCAL NOTE(s) : 

[ ] fiscal impact

C ] zero fiscal note

[ ] zero with analysis

C ] same as previous fiscal note 

published  _________________

[ same as previous zero fiscal 

note published i L n k i

r
J -

/
/
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W I N T E R  SP RI NG

R E S I D E N C Y  F I L I N G

P E R I O D  F E R I O D

J u l y  1 J u n e  3 0 / J u l y  1
O c t o b e r  1 A p r i l  1 J u r e  30

H C S  SB 444 (Sta te  Af fa ir s) 

T I G H T E N I N G  U P  O N  E L I G I B I L I T Y  R E Q U I R E M E N T S  

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

T H E  P E R M A N E N T  F U N D  D I V I D E N D  Y E A R

Requirements- for P F D  e l i g i b i l i t y

C U R R E N T  1. T i m e l y  a p pl ic at io n.

L A W  2. I n t e n t  to m a k e  A l a s k a  a p e r m a n e n t  home.

3. P h y s i c a l  p r e s e n c e  f o r  m o r e  t ha n  h a l f  of the w i n t e r  or a n  a l l o w a b l e  absence.

SB 444: 

A D D I T I O N A L  

R E Q U I R E M E N T S

R e q u i r e s  p h y s i c a l  p r e s e n c e  at so m e  t im e  s in ce J u l y  1 of the ye a r  two years 

p r e v i o u s  to the d a t e  of a p pl ica ti on .



H o w  m a n y  P F D  w e r e  p a i d ?

1986- 532,000 1987- 530,000

H o w  m a n y  o f  t h e s e  P F D s  w e r e
p a i d  t o  o u t - o f - s t a t e  a d d r e s s e s ?

1986- 19,500 1987- 22,700

O f  t h e s e  P F D s ,  

h o w  m a n y  w e r e  p a i d  

t o  p e r s o n s  w h o  a l s o  
a p p l i e d  f r o m  o u t - o f - s t a t e ?

1986-9,900 1987- 12,500



Changes In Permanent Fund Dividends: 1986-87

Growth
Rate

3 0 .0 %  j  

2 5 .0 %  - -  

2 0 .0 %  

1 5 .0 %  -  

1 0 .0 %  -  

5 .0 %  - -  

0 .0 %

P F D s  A P P L I E D  F O R  &  
S E N T  O U T S I D E

G row ing  2 6 . 3  Percent 
Pe r Y ea r

W m m

m m w k w M M w m '

P F D s  S E N T  O U T S I D E
G row ing  16 .4  Percent 

Pe r  Y ea r



HCS SB 444

A d d s  r e q u i r e m e n t  of p h y s i c a l  p r e s e n c e  at some  time b e t w e e n  d a t e  of 

a p p l i c a t i o n  an d J u l y  1 of the y e a r  two y e a r s  p r e v i o u s  to the d a t e  of 

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

w i t h  a l l o w a b l e  a b s e n c e s , b e c a u s e  all o t h e r  a p p l i c a n t s  p h y s i c a l l y  live  in 

A l a s k a  d u r i n g  the w i n t e r  r e s i d e n c y  period.

E s t a b l i s h e s  ci vil  p e n a l t i e s  f o r  m i s c o n d u c t  in a p p l i c a t i o n  for  bo t h  

a p p l i c a n t  and c e r t i f y i n g  w i t n e s s e s  ( i n ten ti on al  f r a u d  still a c ri mi n a l  
o f f e n s e ) .

* A d d s  at l ea st  $8 m i l l i o n  to A l a s k a  e c o n o m y  in 1989.

I n c r e a s e s  1989 P e r m a n e n t  F u n d  .Dividend b y  $15 o r  more.

* E f f e c t i v e  date: J a n u a r y  1, 1989.

5253G



iViiliODY HHO GETS A PFD SHOULD HAVE BEEH TO ALASKA IH AT LEAST THO YEARS

* Hon 21 oi PFDs go to people Nho apply iro» Outside -  next year it Mill 
be 32 and in_l?§2_it_wj,ll_go_tg_4'i_of_a 11__PFDs__if__Ne__dgn^t__pass__this 
tilLi*"'  (~TH I S " T R A N S L A T E S ~ T 0 ~ Y 2  ~ 5  0 0  ~ PFDS  " l N ~ ”l 9 8 7~, OVER  17*] 00~0 
P R O JE C T E D  I N  1 9 8 8  AND OVER 2 3 , 0 0 0  P R O J E C T E D  I N  1 9 8 9 .  )

* Hore than 300 people got PFDs in 1987 Nho haven't seelL_Alaska_i n _ five 
years.

* People are pulling this oil by claiming a i i o w a b i g  absences, and 

lllQ.2Z£lZ-Z£iiZZZl-lZi-Zi2.li4ilLQ.'

* If you have an allouable absence,  a i i  you need to get a PFD is to clai■
fo aake Alaska a peraanent hote - we obviously c a n ' t  X-ray their 

heads, so the nun her oi people cl aiting alienable absences is ballooning.

* He n e e d  a  s i a p l _ e _  r u l e  t o  s o l v e  t h i s  p r o b l e a  N h i c h  a p p l i e s  t o  e v _ e r _ y b g d y  - 

t h i s  b i l l  d o e s  t h a t .

* The bill adds one additional requireaent for all those nho cl ait
all on able absences - "Have you been back to Alaska in the past two
years?"

* The bill draws a line Ne want to draw -  peopl e Nho have ties to Alaska
Nill cote back here at least once in two years  - especially ii their way
i s  paid by the two di v i dends  they Nil 1 thus be eligible for.

* Adding any exceptions to the two-year rule for alienable absences Nill
ultiaately gut the h i i J .

* The two-year rule for ai i owabJe absences Nill be enforced by c i y i 1
p e n a l t i e s ____ for __ bot h aoj/J i can t s _and the __two__cer t i f ling _wi t  nesses
(intentional fraud still a criainal offense).

»

* This bill Nill put at_least_t8_aillion in the Alaska econo ay in 1989 and 
every year after that - this_is_pyer_152_of_the_iapact_of_the_Jobs_BjIl.

T h i s  b i l l  i s  e x p e c t e d  t o  i n c r e a s e  t h e  1 9 8 9  P F D  b y  a t  l e a s t  
$ 1 5  a n d  m o r e  i n  l a t e r  y e a r s



O ffic ia l Business

P . O .  B O X  V  
S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 1 1

M E M O R A N D U M

TO: A l l  M e m b e r s

F R O M :  R e p r e s e n t a t i v e  J o h n  Sun(
R e p r e s e n t a t i v e  M a r k  Boi _ .

R e p r e s e n t a t i v e  C l i f f  D a v i d s d #
R e p r e s e n t a t i v e  L y m a n  H o f f m a n <  .
R e p r e s e n t a t i v e  C u r t  M e n a r d

S U B J E C T :  H C S  S B  4 4 4  ( J u d i c i a r y )  - P e r m a n e n t  F u n d  E l i g i b i l i t y

D A T E :  M a y  5, 1 9 8 8

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

E a c h  y e a r ,  a n  i n c r e a s i n g  n u m b e r  o f  p e r m a n e n t  f u n d  d i v i d e n d s  
a r e  p a i d  t o  p e r s o n s  f i l i n g  f r o m  o u t s i d e  t h e  s t a t e  o f  A l a s k a .  
L o o p h o l e s  i n  t h e  " a l l o w a b l e  a b s e n c e "  p r o v i s i o n  a l l o w e d  1 2 , 5 0 0  
d i v i d e n d s  t o  b e  p a i d  t o  o u t - o f - s t a t e  f i l e r s ,  u p  2 6 %  f r o m  t h e  y e a r  
b e f o r e .

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

S B  4 4 4  d o e s  n o t  e l i m i n a t e  a l l o w a b l e  a b s e n c e s .  I t  d o e s ,  
h o w e v e r ,  a d d  a n  a d d i t i o n a l  r e q u i r e m e n t  w h i c h  w i l l  d e m o n s t r a t e  a 
c o n t i n u i n g  t i e  t o  t h e  s t a t e  o f  A l a s k a  o n  t h e  p a r t  o f  f i l e r s  b y  
r e q u i r i n g  t h e m  t o  b e  p h y s i c a l l y  p r e s e n t  i n  t h e  s t a t e  a t  l e a s t  o n c e  
i n  t h e  t w o  y e a r s  p r i o r  t o  f i l i n g .

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

W e  b e l i e v e  t h a t  t h e  H o u s e  J u d i c i a r y  C o m m i t t e e  S u b s t i t u t e  
t r e a t s  a l l  a p p l i c a n t s  e q u a l l y  a n d  f a i r l y ,  a n d  w e  u r g e  y o u  t o



A l l o w a b l e  absences, are e x c e p t i o n s  to the rule that to get a P e r m a n e n t  F u n d  D i v i d e n d ,  
you h av e  to live in A l a s k a  d u r i n g  the O c t o b e r  1 - M a r c h  31 r e s i d e n c y  period.

If s o m e b o d y  has an a l l o w a b l e  absence, he can be gone all year, y e a r  a f t e r  y e a r  a f t e r  
year. T h e r e  are 2 ,500 p e o p l e  g e t t i n g  P e r m a n e n t  F u n d  D i v i d e n d s  w h o  a p p l y  f r o m  o u t s i d e  —  
v i r t u a l l y  all h a v e  a l l o w a b l e  absences.

M ore th a n  300 p e o p le  a r e  g e t t i n g  P e rm a n e n t Fund D iv id e n d s  who h a v e n ’ t  s e t  f o o t  i n  
A la s k a  i n  m o re  th a n  5 y e a r s .

U n d er c u r r e n t  la w , t h e r e  ca n  b e  no f l a t  r u l e  s t o p p i n g  som eone fro m  co m in g  to  A la s k a  
f o r  o n e  d a y ,  l e a v i n g  on  an  a l l o w a b l e  a b s e n c e  an d  c o l l e c t i n g  P e rm a n e n t  Fund  D iv id e n d s  
f o r e v e r  o u t s i d e  o f  A la s k a .

A llo w a b le  A b se n c e s  a r e :

-  M i l i t a r y  -  M e d ic a l  c a s e s
-  A la s k a  m em bers o f  C o n g re s s  -  A la s k a  C o n g r e s s io n a l  s t a f f
•- S t a t e  e m p lo y e e s  -  P e a c e  C o rp s
-  P r i s o n e r s  ( b o th  a d u l t s  an d  m in o rs )  -  C a t c h - a l l  (a n y b o d y  w h o se  a b s e n c e  lo o k s
-  S p o u s e s  and  d e p e n d e n ts  o f  a l l  t h o s e  te m p o ra ry  —  few  g e t  t h i s }

w i t h  a l l o w a b l e  a b s e n c e s  /

B reakdow n o f  1 2 ,5 0 0  i s :

-  M i l i t a r y  s p o u s e s  an d  d e p e n d e n ts  50%
-  M i l i t a r y  m em bers 25%
-  S tu d e n t s  10%
-  S t u d e n t s ’ s p o u s e s  a n d  d e p e n d e n ts  10%
-  M is c e l l a n e o u s  5%

O t h e r  P r o p o s e d  So l u t i o n s

I t  i s  u n c o n s t i t u t i o n a l  t o  l i m i t  P e r m a n e n t  F u n d  D i v i d e n d s  f o r  p e o p l e  o n  a l l o w a b l e  
a b s e n c e s  o n l y  t o  p e o p l e  who  w e r e  r e s i d e n t s  b e f o r e  t h e y  b e c a m e  s o l d i e r s ,  s t u d e n t s ,  e t c .

I t  i s  u n f e a s i b l e  t o  s o .  re  t h i s  p r o b l e m  t h r o u g h  t o u g h  e n f o r c e m e n t :  we  h a v e  11 p e o p l e  
i n  P e r m a n e n t  F u n d  D i v i d e n d  e n f o r c e m e n t  n ow  —  f u r t h e r  r e l i a n c e  o n  e n f o r c e m e n t  w i l l  f o r c e  
u s  t o  h i r e  m o r e  s t a t e  e m p l o y e e s  o r  t u r n  t h e  l a w  i n t o  a  j o k e .

" P i c k i n g  u p  t h e  c h e c k s  i n  A l a s k a "  —  I t  i s  u n c o n s t i t u t i o n a l  t o  r e q u i r e  r e s i d e n c y  a t  
t i m e  o f  r e c e i p t  o f  T e r m a n e n t  F u n d  D i v i d e n d s .

A m e n d m e n t s  w i t h  E x c e p t i o n s  f o r  G r o u p s

T h i s  b i l l  o n l y  w o r k s  i f  i t  a p p l i e s  t o  e v e r y b o d y .

M i l i t a r y

- 30 d a y s  o f  l e a v e  e a c h  y e a r  —  t h e y  c a n  c o m e  h e r e  i n  2 y e a r s .
- Fre e  f l ig ht s on m i l i t a r y  tra ns por t p l a n e s  —  t h e y  can come h o m e  f o r  f r e e .
-  M o s t  m i l i t a r y  p e o p l e  g e t t i n g  P e r m a n e n t  F u n d  D i v i d e n d s  o u t s i d e  f i r s t  e s t a b l i s h e d  

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

S t u d e n t s

-  T w o - y e a r  w i n d o w  h a s  t w o  C h r i s t m a s e s ,  o n e  w h o l e  s u m m e r ,  a n d  p a r t s  o f  t w o  
o t h e r s .

M e d i c a l  C a s e s

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

P e a c e  C o r p s

-  T w o - y e a r  m i n i m u m  s e r v i c e ,  a l t h o u g h  13 m o n t h s  i s  a v e r a g e  s e r v i c e .
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Q u e sti on s and A n s w e r s  on 

H CS  SB 444

A. A l l o w a b l e  ab se n c e s  ar e s t a t ut or y and r e g u l a t o r y  e x c e p t i o n s  to the rule

that pe op l e  can o nl y  get  P e r m a n e n t  Fu n d  D i v i d e n d s  if t h e y  l iv e  in A l a s k a  

d u r i n g  the O c t o b e r  1 - M a r c h  31 w i n t e r  r e s i d e n c y  period.

If someone has a n  a l l o w a b l e  absence, he  o r  s he  ca n b e  g o n e  f r o m  A l a s k a  

" yea r a f t e r  y ea r  a f t e r  year."

*Q. H o w  m a n y  p e o p l e  are u s i n g  a l l o w a b l e  a b s e nc es ?

A. T h e r e  were  12,500 p e o p l e  who re ce i v e d  P e r m a n e n t  F u n d  D i v i d e n d s  in 1987

w h o  appl ie d from  o u t s i d e  Alaska. V i r t u a l l y  all c l a i m e d  a l l o w a b l e

absences.

*Q. W h a t  are the a l l owa bl e absences?

A. - M i l i t a r y

*Q . W hat a r e  a l l o w a b l e  a b s e n c e s ?

- Studen ts

- M e d i c a l  cases

- S e r vi ce in C o n g r e s s  f ro m  A l a s k a

- Co ng r e s s i o n a l  staff service

- P ea ce  Corps

- Pri so ner s (both adults and miners)

- Servi ce  as s ta te  em pl oye e

- A n y b o d y  w h o s e  a b s e n c e  seems t e m p o r a r y  ("catch-all")

- Spouses and d ep en d e n t s  of an y b o d y  w i t h  an a l l o w a b l e  absence.

*Q. W h i c h  allow ab le  a bse n c e s  are u s e d  the m o s t  by  p e o p l e  g e t t i n g  P e r m a n e n t  
F u n d  Di vidends o ut side?

*Q. A r e  there ac tu a l l y  p e o p l e  rec ei vin g P e r m a n e n t  F u n d  D i v i d e n d s  w h o  h a v e  no t

set foot in A la s k a  f or  m o r e  than five y e a r s ?

A. Yes. Mo r e  than 300 p e o p l e  are r e c eiv in g P e r m a n e n t  F u n d  D i v i d e n d s  in 1987

w h o  stated on the a p p l i c a t i o n  for m  that t hey h a v e  not  b e e n  to A l a s k a  in

m o r e  than five years.

A. - M i l i t a r y  fa milies

- M i l i t a r y  m e m b e r s

- Students

- S t u d e n t s’ families

- M is c e l l a n e o u s  (mostly "catch-all")

5 0 %

2 5 %

10%
10%

__ 5%

100%
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*Q. Is there an y flat r ul e  ag a i n s t  s o m e o n e  c o m i n g  to A l a s k a  f o r  o n e  day,

le a v i n g  the state on  an a l l o w a b l e  absence, an d c o l l e c t i n g  P e r m a n e n t  F u n d  

D i v i d e n d s  for as long as he k e e p s  his  a l l o w a b l e  a b s e n c e  w h i l e  n e v e r  

se t t i n g  foot in the s t a t e  again?

A. No, an d u n d e r  c u r r e n t  law, no r e g u l a t i o n  c o u l d  ke e p  this f r o m  h ap pe ni ng .

* Q . C o u l d  we l e g a l l y  k e e p  p e o p l e  fr o m  g e t t i n g  P e r m a n e n t  F u n d  D i v i d e n d s  w h i l e  

th e y  w e r e  o n  an a l l o w a b l e  a b s e n c e  u n l e s s  they w e r e  r e s i d e n t s  b e f o r e  th e y  

e n t e r e d  the a c t i v i t y  (military, college, etc) w h i c h  g a v e  th e m  the 

a l l o w a b l e  absenc e?

A. No. This w o u l d be  u n c o n stitutional. D o m i c i l e  a n d  r e s i d e n c e  m p an fVi° 

^ s ame u n d e r  i ^ n s t l t u t i o n a T ^  1a w . T h e r e  is no legal dist inc ti on .

*Q. W h y  n o t  exem pt  m i l i t a r y  f r o m  the t w o - y e a r  wi n d o w ?

- 3 0 - d a y  leave e a c h  year.

-  M i l i t a r y  t r a n s p o r t  p l a n e s  a v a i l a b l e  f o r  fre e f l ig ht s b a c k  to Alas ka .

- Mo s t  m i l i t a r y  p e o p l e  g e t t i n g  P e r m a n e n t  F u n d  D i v i d e n d s  o u t s i d e  

o r i g i n a l l y  e s t a b l i s h e d  A l a s k a  r e s i d e n c y  w h e n  th e y  c a m e  he r e  in the 

military.

*Q. W h y  n o t  ex em pt the st ud e n t s  f ro m  the t w o - y e a r  w i n d o w ?

A. T w o  years ha s two C h r i s t m a s e s  and one w h o l e  s u m m e r  and p a r t s  of two 

others.

*Q. W h y  not  exempt m e d i c a l  cases?

A. T h i s  al l o w a b l e  a b s e n c e  is re al l y  for m e d i c a l  care u n a v a i l a b l e  in

A l a s k a — fo r e m e r g e n c y  o p e r a t i o n s — n ot for  l o n g - t e r m  m o v e s  o u t  of the 
state.

*Q. W h y  no t exe mp t the P e a c e  Corps?

A. The  m i n i m u m  p e r i o d  of serv ic e fo r the P e a c e  C or ps is two years; h ow ev e r ,

the a ve ra ge  len gt h of s e rv ic e is 13 months.

T h r e e  to f our w e e k s  of v a c a t i o n  p e r  y e ^ r  w i t h  h o l i d a y  al lowance.

*Q. W h y  no t exe mpt  C o n g r e s s i o n a l  staff?

A. Tw o y ears is long e n o u g h  for the C o n g r e s s i o n a l  staff to be a w a y  f r o m  the 

s ta te  w i t h o u t  e ve r  visiting.
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*Q. W h a t  about the G o v e r n o r ' s  O f f i c e  in D.C.? 

A. T h e y  say they will b e  O K  u n d e r  this bill.

*Q. W h y  can't w e  just h a n d l e  this p r o b l e m  t h r o u g h  t o u g h  e n f o r c e m e n t  a n d  

a d m i n i s t r a t i o n  r e s i d e n c y  rules?

A. If the curr en t l a w  is no t g oi ng  to b e  a joke, w e  w o u l d  h a v e  to s p e n d  a 

lo t of m o n e y  and add a lot of s t a t e  e mployees.

*Q. W h a t  about a l e g i s l a t i v e  l e t t e r  of int e n t  sa yi n g  that p e o p l e  c l a i m i n g

P e r m a n e n t  Fun d D i v i d e n d s  a f t e r  b e i n g  out of the s t a t e  on a l l o w a b l e  

abs e n c e s  for mor e than five y e ar s s ho u l d  c a r r y  the b u r d e n  of p r o v i n g  

r e s i d e n c y  in Alaska?

A. T h a t  is the law today. T h e  D e p a r t m e n t  of R e v e n u e  ha s e s t a b l i s h e d  a

re b u t t a b l e  p r e s u m p t i o n  that any one  w h o  has  b e e n  ou t of st at e d u r i n g  the 

w i n t e r  res ide nc y p e r i o d  fo r m o r e  than fiv e y e a r s  is n o  l o n g e r  a s t a t e  

resident. M o r e  than 300 p e o p l e  be a t  that p r e s u m p t i o n  in 1987, and  m o r e  

w i l l  c l a i m  it in the future. It w i l l  be v e r y  e x p e n s i v e  to e n f o r c e  this 

r e g u l a t i o n  effectively.
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| G E N E R A L  F U N D  | -0 - 1 -0 - 1 -0 - 1 -0 - I -0- | -0 -
| F E D E R A L  F U N D S  I -0- 1 -0 - 1 - 0 - ; -o - i -0 - | - 0-
| O T H E R  | -0- 1 -0 - 1 -0- 1 - 0 -  i -0 - | - 0 -  •
1 T O T A L  I -0- 1 -0- 1 -0-  |1 -0 - I -0 - I -0 -
POSITIONS:

| FULL-TIME 
j PART-TIME 
I TEMPORARY

- 0 -
- 0 -
- 0 -

| - 0 -
| - 0 -
| - 0 -

- 0 -
- 0 -
- 0 -

| - 0 -  
| - 0 -  
I - 0 -

- 0 -
- 0 -
- 0 -

| - 0 -  
I - 0 -  
| - 0 -

A N A L Y S I S : P l e a s e  se

Phone:

Date:

P re p a r e d  By: E r v iSr jp TJ on es,  D i r e c t o r ________

Division: P e r m a n e n t  Fun d D i v i d e n d  Di vi s i o n

A p p r o v e d  b y  Co mm issioner:

Agency: ______R e v e n u e

D i s t r i b u t i o n  (by preparer):

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

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

I m p a c t e d  A g e n c y( ie s)

46 5- 2 3 2 3

A p r i l  28. 1988
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D e p a r t m e n t  of R e v e n u e  

P e r m a n e n t  F u n d  D i v i d e n d  D i v i s i o n  

Fis c a l  N o t e  A n a l y s i s  

C S C S S B  AAA (State Af fa i r s )

A s  of A p r i l  28, 1988

Th i s  l e g i s l a t i o n  w o u l d  re du c e  the n u m b e r  of e l i g i b l e  a p p l i c a n t s  f o r  P e r m a­

ne n t  F u n d  D i v i d e n d s  b y  a p p r o x i m a t e l y  6 ,0 00 in 1989. A l t h o u g h  an exa.ct f ig u r e  

is n o t  p o s s i b l e ,  this r e d u c t i o n  in a p p l i c a n t s  w i l l  s e r v e  to i n c r e a s e  f u t u r e  

P e r m a n e n t  F u n d  Di v i d e n d s  b y  a p p r o x i m a t e l y  $10.

S i n c e  p e r s o n s  n o w  fil ing  f r o m  o u t - o f - s t a t e  r e p r e s e n t  a s u b s t a n t i a l  p a r t  of the 

D i v i s i o n ' s  c i vi l i n v e s t i g a t i o n  effort, a ny real r e d u c t i o n  w i l l  r e s u l t  in som e 

d e c r e a s e d  a d m i n i s t r a t i v e  c os ts  in the F Y  91 b u d g e t  request, all el s e  b e i n g  

equal. S o m e  p o r t i o n  of the p o t e n t i a l  s a v i n g s  w i l l  be  d i r e c t e d  to i n c r e a s i n g  

o u r  e f f o r t s  in c r i m i n a l  i nv est i g a t i o n ,  to r e d u c e  the p o t e n t i a l  f or  f r a u d u l e n t  

filings. See  a t t a c h e d  p o s i t i o n  paper.
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D E P A R T M E N T  O F  R E V E N U E  

P O S I T I O N  P A P E R  O N  

H C S  SB 444 (State A ff ai rs)

I n t r o d u c t i o n

T h e  D e p a r t m e n t  of R e v e n u e  s u p p o r t s  HCS  SB 444 (State Af fa ir s) . T h i s  bill 

t i g h t e n s  up the rules on P e r m a n e n t  F u n d  D i v i d e n d  e l i g i b i l i t y  and m a k e s  those 

ru le s e a s i e r  to enforce. T h e  bi l l  w o u l d  r a i s e  the ann ua l d i v i d e n d  b y  at l east 

$15.

H C S  SB 444 (State A ff a i r s )  w o u l d  go a l on g  w a y  to r e v e r s e  a tr en d al l o w e d  

by  c u r r e n t  law. Th e n u m b e r  of p e o p l e  r e c e i v i n g  P e r m a n e n t  F u n d  D i v i d e n d s  is 

falling, bu t the n u m b e r  of p e o p l e  r e c e i v i n g  P e r m a n e n t  F u n d  D i v i d e n d s  w h o  a p p l y  

f r o m  o u t  of s t a t e  is r a p i d l y  increasing.

A p p r o x i m a t e l y  12, 50 0 d i v i d e n d s  ar e n o w  g o i n g  to p e o p l e  w h o  give o u t -of - 

s t a t e  a d d r e s s e s  wh e n  t he y  file. T h i s  is m o r e  tha n two p e r c e n t  of all 1987 

P e r m a n e n t  Fu n d  Dividends, and  r e p r e s e n t s  a 25 p e r c e n t  i n c r e a s e  o v e r  the figure 

f o r  1986. T h e  D e p a r t m e n t  of R e v e n u e  e s t i m a t e s  that a m i n i m u m  of t w o - t h i r d s  of 

this g r o u p  —  at l east 8 , 00 0 p e o p l e  —  a re  g o n e  f r o m  the s t a t e  fo r m o r e  than a 

y e a r  by  the time the y r e c e i v e  a dividend. A p p r o x i m a t e l y  300  p e o p l e  are 

r e c e i v i n g  1986 and 1987 P e r m a n e n t  F u n d  D i v i d e n d s  w h o  h a v e  n o t  p h y s i c a l l y  

to u c h e d  A l a s k a  in m o r e  tha n f iv e  years.

L o o p h o l e s  in the E l i g i b i l i t y  R e q u i r e m e n t s  for P e r m a n e n t  Fund D iv i d e n d s

T h e  s u b s t a n t i a l  and g r o w i n g  n u m b e r  of p e o p l e  r e c e i v i n g  P e r m a n e n t  F u n d  

D i v i d e n d s  w h o  ap ply  f r o m  o u t s i d e  of A l a s k a  is the p r o d u c t  of some l o o p h o l e s  in 

the e l i g i b i l i t y  r e q u i r e m e n t s  f o r  P e r m a n e n t  F u n d  Dividends.

U n d e r  cu r r e n t  law, there a re three r e q u i r e m e n t s  f o r  so m e o n e  to re c e i v e  a 

P e r m a n e n t  Fund Dividend. First, the p e r s o n  m u s t  file an a p p l i c a t i o n  b e t w e e n  

A p r i l  1 and J un e  30. Second, the p e r s o n  a p p l y i n g  has  to be a r e s i d e n t  of 

A l a s k a  for at least the si x c o n s e c u t i v e  m o n t h s  b e t w e e n  O c t o b e r  1 and M a r c h  31. 

Third, a p e r s o n  mu s t  be  a s ta te r e s i d e n t  on the  d a t e  of application. Thus, to 

get a di vidend, someo ne  m u s t  be  a s t a t e  r e s i d e n t  f o r  m o s t  of the fall a n d  w i n­

ter and still c l a i m  to be a r e s i d e n t  for one d a y  in the spr in g (AS 4 3 . 2 3. 00 5 

and  15 A A C  23.625).

T h e r e  are two r e q u i r e m e n t s  for s o m e o n e  to b e  a s t a t e  resident. First, the 

p e r s o n  m u s t  h a v e  an int ent  to re m a i n  p e r m a n e n t l y  if that p e r s o n  is p h y s i c a l l y  

p r e s e n t  in the state, and  m u s t  ha v e  an i nt e n t  to r e t u r n  an d rem ai n p e r m a n e n t l y  

if the p e r s o n  is a bs e n t  (AS 4 3 . 2 3 . 0 9 5  a nd  15 A A C  2 3 . 6 6 5 (k)). Second, the 

p e r s o n  e i t h e r  m u s t  be p h y s i c a l l y  p r e s e n t  in A l a s k a  f or  90 da y s  or m o r e  b e t w e e n  

O c t o b e r  1 and M a r c h  31 or be a b s e n t  for an a l l o w a b l e  reason (called an " a l l o w­

abl e  absence"). The law also r e q u i r e s  s o m e o n e  to h a v e  an a l l o w a b l e  a b s e n c e  if 

he  or sh e is a bs e n t  m o r e  than 60 c o n s e c u t i v e  d a y s  f r o m  the s t at e b e t w e e n  

O c t o b e r  1 and M a r c h  31.
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A l l o w a b l e  a b s e n c e s  thus d r a w  a s harp line d i v i d i n g  those p e o p l e  w h o  c l a i m  

an  i nt e n t  to m a k e  A l a s k a  t h e i r  p e r m a n e n t  home. If s uch a p e r s o n  is gon e  fr o m  

A l a s k a  f o r  m o s t  of the w i n t e r  or go n e  f or  all of the spring w i t h o u t  an  a l l o w­

abl e  absence, that  p e r s o n  can n o t  l e g a l l y  r e c e i v e  that yea r' s P e r m a n e n t  F u n d

Div id en d. If a p e r s o n  h a s  an a l l o w a b l e  absence, on  the o t h e r  hand, that

p e r s o n  m a y  b e  go n e  fo r all of the w i n t e r  w i ndo w,  go n e  for all of the s p r i n g

f i l i n g  p e r io d,  and g o n e  f o r  all of the rest of the y e a r  —  y e a r  a f t e r  y e a r  

a f t e r  year.

U n d e r  c u r r e n t  law, t h e r e  is no flat r ule a g a i n s t  someo ne  c o m i n g  to A l a s k a  

f o r  a  day, l e a v i n g  the s t a t e  on an a l l o w a b l e  absence, and c o l l e c t i n g  P e r m a n e n t  

F u n d  D i v i d e n d s  as long as he or she reta ins  the a l l o w a b l e  ab s e n c e  w h i l e  n e v e r  

s e t t i n g  fo o t  in the s t a t e  again.

A p p r o x i m a t e l y  95 p e r c e n t  of those p e o p l e  r e c e i v i n g  1987 d i v i d e n d s  w h o  

a p p l i e d  f o r  t h e m  f r o m  o u t s i d e  the s tate a l s o  c l a i m e d  al l o w a b l e  absences. M o r e  

th a n  $8 m i l l i o n  in d i v i d e n d s  w e n t  to this group.

A p p r o a c h  of CS SB 444 (Finance)

T h e  l e g i s l a t i o n  p a s s e d  by the Se na t e  w o u l d  a dd  two r ules to c u r r e n t  l a w  

c o n c e r n i n g  e l i g i b i l i t y  f o r  P e r m a n e n t  Fu n d  Divid end s.  T h e  first a d d i t i o n a l  

r u l e  is that, w i t h  s e v e r a l  exceptions, a p p l i c a n t s  m u s t  be p h y s i c a l l y  p r e s e n t  

the  d a y  t he y  apply. S i n c e  the l e g i s l a t i o n  d oe s  n o t  cha ng e the a p p l i c a t i o n  

p e r i o d ,  this w o u l d  m e a n  that  a p p l i c a n t s  no t f i t t i n g  into the e x c e p t i o n s  w o u l d  

h a v e  to b e  p h y s i c a l l y  p r e s e n t  in A l a s k a  ea c h  s p r i n g  for one day.

T h e  e x c e p t i o n s  to the p h y s i c a l - p r e s e n c e  r e q u i r e m e n t  at the time of 

a p p l i c a t i o n  are:

1. a c t i v e  d u t y  m i l i t a r y  members;

2. f u l l - t i m e  s e con da ry , p o s t s e c o n d a r y ,  o r  v o c a t i o n a l  students;

3. p e r s o n s  r e c e i v i n g  m e d i c a l  tr e a t m e n t  that  is no t a v a i l a b l e  in the state;

4. m e m b e r s  of Co ngr es s;  and

5. a n y  o t h e r  g r ou p tha t the C o m m i s s i o n e r  of R e v e n u e  m a y  a l l o w  b y  

regula ti on .

T h e  s e c o n d  a d d i t i o n a l  rule  e s t a b l i s h e d  by  CS SB 444 (Finance) is that 

a p p l i c a n t s  can n o t  c l a i m  an  a l l o w a b l e  a b s e n c e  f o r  m o r e  than five c o n s e c u t i v e  

y e a r s  u n l e s s  the a p p l i c a n t  cla im s on e ,of four e xceptions. Th i s  rul e  m e a n s  

tha t  a f t e r  s p e n d i n g  five w i n t e r s  in a r o w  o u t s i d e  the state, all a p p l i c a n t s  

n o t  f i t t i n g  into on e of the e xc ep t i o n s  m u s t  p h y s i c a l l y  live in A l a s k a  f or  most  

of the s i x t h  winter.
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T h e  f our e xc ep t i o n s  to the " f i v e - y e a r  c u t o f f "  rule are:

1. p e r s o n s  re c e i v i n g  m e d i c a l  t r e at me nt  that  is n ot a v a i l a b l e  in the s ta te

2. m e m b e r s  of Congress;

3. s p o u s e s  a nd  d e p e n d e n t s  of p e r s o n s  r e c e i v i n g  medi ca l t r e a t m e n t  that is 

n o t  a v a i l a b l e  in the state; and

4. s p o u s e s  and d e p e n d e n t s  of m e m b e r s  in Congress.

T h e  e f f e c t  of these rules and e xce p t i o n s  in CS SB 444 (Finance) is to

c r e a t e  f o u r  c l as ses  of a l l o w a b l e  absences. T h e y  are:

A. P e r s o n s  w h o  hav e  to come b a c k  one d a y  e ac h  s p r i n g  bu t do n o t  h a v e  to

m o v e  b a c k  af te r five years away to s p e n d  the si xt h w i n t e r  in Alaska. 

I n c l u d e d  in this class are: (1) C o n g r e s s i o n a l  s p ous es  a n d  d e p e n de nt s;  

a n d  (2) m e d i c a l  cases' spouses a n d  dependen ts .

B. P e r s o n s  w h o  h a v e  to come b a c k  to A l a s k a  a f t e r  five c o n s e c u t i v e  y e a r s  

a w a y  to spend the si xt h w i n t e r  in the s t a t e  b u t  do n o t  h a v e  to ret u r n  

ea c h  spri ng  to a pp ly w h i l e  p h y s i c a l l y  p r e s e n t  in the state: (1) ac t i v e  

d u t y  m i l i t a r y  members; (2) fu l l - t i m e  second ar y,  p o s t s e c o n d a r y ,  or 

v o c a t i o n a l  students; and (3) any  o t h e r  p e r s o n s  the C o m m i s s i o n e r  of 

R e v e n u e  m a y  a l l o w  b y  regulation.

C. P e r s o n s  n ot  s u bje ct  to eit he r rule. I n c l u d e d  in this c l a s s  are:

(1) p e r s o r s  r e c eiv in g m e d i c a l  t r e a t m e n t  that is n o t  a v a i l a b l e  in the 

state; a nd  (2) m e m b e r s  of Congress.

D. P e r s o n s  subject to b ot h  rules. P e r s o n s  c l a i m i n g  all o t h e r  a l l o w a b l e  

ab se n c e s  are s u b je ct  to bo t h  rules.

T h e  b il l  p a s s e d  by  the Se na te also e s t a b l i s h e s  civil p e n a l t i e s  for  

a p p l i c a n t s  who  en gag e in w i l l f u l  m i s r e p r e s e n t a t i o n ,  g ros s ne g l i g e n c e ,  or 

r e c k l e s s  d i s r e g a r d  of m a t e r i a l  facts c o n c e r n i n g  el ig ibility.

A p p r o a c h  of HCS  SB 444 (State Affairs)

T h e  S m a t e  bill is p r e f e r a b l e  to c u rr en t law. The  D e p a r t m e n t  of R e v e n u e  

fa v o r s  H C S  SB 444 (State Affairs), however, b e c a u s e  the D e p a r t m e n t  b e l i e v e s  

this bil l is simpler, m o r e  fair, and m or e  s t a b l e  than the S e n a t e  v e r s i o n  of 

the l eg islation. In addition, HCS SB 444 (State A ff air s)  dr aw s a line b e t w e e n  

a p p l i c a n t s  c o n s i s t e n t  w i t h  the di vi d e n d  p r o g r a m ' s  p h i l o s op hy . Fi nally, H C S  SB 

444 (State Af fairs) will  r aise the d i v i d e n d’ b y  a g r e a t e r  a m o u n t  tha n the 

S e n a t e  b il l  would.

In c o n t r a s t  to the two a ddi ti on al  r ules an d m u l t i p l e  e x c e p t i o n s  c o n t a i n e d  

in the S en a t e  bill, HCS SB 444 (State A ff air s)  inc l u d e s  one rule on e l i g i­

bility. Th a t  rule is that any a p p l ic an t c l a i m i n g  an a l l o w a b l e  a b s e n c e  m u s t  

al s o  h a v e  b e e n  p h y s i c a l l y  p r e s e n t  in A l a s k a  at some  t ime si nc e J u l y  1 two 

y e a r s  p r e v i o u s  to the y e a r  of application.
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A d d i n g  this r e q u i r e m e n t  w o u l d  e s t a b l i s h  a r e l a t i v e l y  c o s i l y  m e a s u r e d  

i n d i c a t o r  of the i nt e n t  h e l d  by  the p e r s o n  c l a i m i n g  A l a s k a  r e s i d e n c y  w h i l e  

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

tion that the p e r s o n  w h o  t r u l y  i n t en ds to r e t u r n  and re ma i n  p e r m a n e n t l y  wi l l  

r e t a i n  s u f f i c i e n t  ties to the s t a t e  to b e  p r e s e n t  at lea st  o n e  d a y  in two 

years. T h i s  a d d i t i o n a l  r e q u i r e m e n t  w o u l d  al s o  m a k e  s u r e  that P e r m a n e n t  Fun d 

D i v i d e n d  r e c i p i e n t s  h a v e  n o t  c o m p l e t e l y  l os t  t o u c h  w i t h  Alaska.

R e q u i r i n g  the a p p l i c a n t  to c e r t i f y  that h e  o r  she ha s b e e n  p h y s i c a l l y  

p r e s e n t  at some time is an a d m i n i s t r a t i v e l y  s i m p l e  w a y  of t e st ing  a  p e r s o n ' s  

i n t e n t  to r e t u r n  and r e m a i n  p e r m a n e n t l y  in A l ask a.  T h e  a p p l i c a t i o n  f o r m  

a l r e a d y  r e q u i r e s  that an a p p l i c a n t  c e r t i f y  h i s  o r  h e r  r e s i d e n c y  o n  the d a t e  of 

a p p l i c a t i o n ,  and als o r e q u i r e s  that two o t h e r  p e r s o n s  c e r t i f y  the a p p l i c a n t ' s  

residency. T hi s  l e g i s l a t i o n  w o u l d  a l l o w  the D e p a r t m e n t  of R e v e n u e  to r e q u i r e  

the a p p l i c a n t  an d a nd  t hese two c e r t i f y i n g  w i t n e s s e s  to a t t e s t  to the 

a d d i t i o n a l  s im p l e  fact that the a p p l i c a n t  h a s  b e e n  in A l a s k a  s in ce  J ul y  1 two 

y e a r s  before.

T h i s  r e q u i r e m e n t  w il l  m a k e  it m o r e  l i k e l y  that d i v i d e n d s  w il l  b e  spent in 

Alas ka.  Now, m o r e  than  $8 m i l l i o n  in d i v i d e n d s  goes to p e o p l e  w h o  a p p l y  f ro m  

o u t s i d e  Alaska.

P u t t i n g  this m o n e y  b a c k  into the st at e h a s  a n o t h e r  benefit. If this bill 

p a ss ed , the D e p a r t m e n t  of R e v e n u e  e s t i m a t e s  t h a t  in 1989 at l east 1 0 , 0 0 0  f e w e r  

p e o p l e  wi l l  r e c e i v e  d i v i d e n d s  than  w o u l d  u n d e r  c u r r e n t  law. T his wi l l  

i n c r e a s e  the d i v i d e n d  b y  m o r e  than $15 p e r  A las ka n.

T h e  p r o p o s e d  l e g i s l a t i o n  also  e s t a b l i s h e s  c i vil  p e n a l t i e s  for bo t h  

a p p l i c a n t s  an d c e r t i f y i n g  w i t n e s s e s  for  w i l l f u l  m i s r e p r e s e n t a t i o n ,  gross 

neg l i g e n c e ,  or r e c k l e s s  d i s r e g a r d  of m a t e r i a l  fac ts  c o n c e r n i n g  el ig ibility. 

C u r r e n t  law al l o w s  two m e t h o d s  of d e a l i n g  w i t h  i n d i v i d u a l s  w h o  h a v e  w r o n g l y  

c l a i m e d  p e r m a n e n t  fund  dividends. One m e t h o d  is a v a i l a b l e  a g a i n s t  all 

i n d i v i d u a l s  wh o h a v e  r e c e i v e d  d i v i d e n d s  to w h i c h  the y w e r e  n o t  entitled, 

w h a t e v e r  t he ir  state of mind. Th i s  m e t h o d  is the ass es sme nt , an a d m i n i s t r a­

tive p r o c e d u r e  in w h i c h  the D e p a r t m e n t  of R e v e n u e  a t t e m p t s  to r e c o v e r  the 

d i v i d e n d  w h i c h  the i n d i v i d u a l  r ec ei v e d  (AS 4 3 . 2 3 . 0 3 5 ( b ) ) .  T h e  o t h e r  m e t h o d  is 

c r i m i n a l  p r os ec ut io n, w h i c h  is a i m e d  o n l y  at t h o s e  w h o  hav e  i n t e n t i o n a l l y  

e n g a g e d  in f r a u d  (the c r i m e  is " u n s w o r n  f a l s i f i c a t i o n "  u n d e r  A S  11.56.210). 

I n t e n t  to d e f r a u d  can be d i f f i c u l t  to prove, e s p e c i a l l y  to the h i g h  s ta n d a r d  

of b e y o n d  a r e a s o n a b l e  d o u b t  r e q u i r e d  b y  the c r i m i n a l  law.

T h e  p r o p o s e d  l e g i s l a t i o n  w o u l d  a u t h o r i z e  the D e p a r t m e n t  of R e v e n u e  to s ee k  

c iv il  p e n a l t i e s  w h i c h  c o u l d  e xc e e d  the v a l u e  of the d i v i d e n d ( s )  w r o n g l y  o b­

tai n e d  for those w h o  h a v e  e n g a g e d  in u n d e s i r a b l e  b e h a v i o r  s h o r t  of i nt e n t i o n a l  

fraud. The bi l l  w o u l d  e s t a b l i s h  c i v i l  f ines of up to $ 5 , 0 0 0  fo r t h os e w h o  are 

f o u n d  to ha v e  e n ga ge d in w i l l f u l  m i s r e p r e s e n t a t i o n ,  g r o s s  n e g l i g e n c e ,  or  r e c k­

less d i s r e g a r d  of m a t e r i a l  f acts i n v o l v i n g  t h e i r  e l i g i b i l i t y  f o r  dividends.

T h e  s t a n d a r d  of p r o o f  r e q u i r e d  w o u l d  be l o w e r  tha n that r e q u i r e d  in criminal 

p r o s e c u t i o n s .
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Th e civil p e n a l t i e s  w o u l d  a p p l y  to s u c h  c o n d u c t  b y  c e r t i f y i n g  w i t n e s s e s  as 

w e l l  as b y  the app lic an ts . T h i s  a p p r o a c h  is a p p r o p r i a t e  g i v e n  the i mpo rt an ce  

of t he  c e r t i f i c a t i o n s  g i v e n  b y  the c e r t i f y i n g  w i t n e s s e s  that the a p p l ic an t 

s a t i s f i e s  all the r e q u i r e m e n t s .

T i m i n g  of SB 444

Th i s  bill w o u l d  take e f f e c t  J a n u a r y  1, 1989 a nd  w i l l  h a v e  its fi rs t impact 

on the  1 989 d i v i d e n d  d i s t r i b u t i o n .  Th i s  is a pp ro p r i a t e ,  b e c a u s e  p r i n t i n g  

d e a d l i n e s  m a k e  it too d i f f i c u l t  to m a k e  the c h a n g e s  in the 1988 d i v i d e n d  

a p p l i c a t i o n  forms w h i c h  w o u l d  b e  r e q u i r e d  if the c h an ges  in the l a w  w e n t  into 

e f f e c t  t his year.

I n f o r m a t i o n  a b o u t  t he  l o o p h o l e s  in the 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 p p e a r s  to be spreading, ho we v e r ,  w h i c h  m a k e s  it c ri t i c a l  f o r  th e Le g i s l a t u r e  

to p a s s  a bill this s e s s i o n  w h i c h  c a n  go i nto e f f e c t  fo r the 1989 div id en d 

d i s t r i b u t i o n .  W i t h  the o n e - y e a r  lag b e t w e e n  p a s s a g e  and  i m p l e m e n t a t i o n  

e f f e c t i v e l y  f o r c e d  b y  p r i n t i n g  d eadlines, the L e g i s l a t u r e  m u s t  take act i o n  

this session, o r  the e a r l i e s t  d i v i d e n d  d i s t r i b u t i o n  it can a ff e c t  w i l l  be in 

1990.

P a y i n g  d i v i d e n d s  to t h e  p e o p l e  w h o  c l a i m  to b e  A l a s k a n s  but h a v e  b e e n  gone 

fo r y e a r s  is n o t  w! at the p r o g r a m  is all about. We b e l i e v e  this bill  is 

n e e d e d  to p r o t e c t  the i n t e g r i t y  of the d i v i d e n d  program.
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I N  THE SENA TE  BY  THE J U D I C I A R Y  COMMITTEE j

H OUSE  CS FO R  CS F O R  SENATE B I L L  NO .  4 4 4  ( J u d i c i a r y )

I N  THE L E G I S L A T U R E  OF THE S T A T E  OF A LA SK A  I
I

F I F T E E N T H  L E G I S L A T U R E  -  SECOND S E S S IO N

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  e l i g i b i l i t y  f o r  p e r m a n e n t  f u n d

d i v i d e n d s  a n d  p r o v i d i n g  c i v i l  p e n a l t i e s  f o r  c e r t a i n  j 

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

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

BE  I T  ENACTED  BY  THE L E G I S L A T U R E  OF THE STATE  OF A LA SK A :

* S e c t i o n  1 .  AS  4 3 . 2 3 . 0 0 5 ( a )  i s  a m e n d e d  t o  r e a d :
I

( a )  A n  i n d i v i d u a l  i s  e l i g i b l e  t o  r e c e i v e  o n e  p e r m a n e n t  f u n d  1

d i v i d e n d  e a c h  y e a r  i n  a n  a m o u n t  t o  b e  d e t e r m i n e d  u n d e r  AS 4 3 . 2 3 . 0 2 5  i f  !
!

t h e  i n d i v i d u a l  a p p l i e s  t o  t h e  d e p a r t m e n t ,  a n d  i f  i
J

( 1 )  o n  t h e  d a t e  o f  a p p l i c a t i o n  t h e  i n d i v i d u a l  i s  a  s t a t e  

r e s i d e n t ;  [A N D ]

( 2 )  t h e  i n d i v i d u a l  w a s  a  s t a t e  r e s i d e n t  f o r  a  p e r i o d  o f  a t  

l e a s t  s i x  c o n s e c u t i v e  m o n t h s  i m m e d i a t e l y  p r e c e d i n g  A p r i l  1 o f  t h e
i

c u r r e n t  d i v i d e n d  y e a r ; a n d  j
i

( 3 )  t h e  i n d i v i d u a l  h a s  b e e n  p h y s i c a l l y  p r e s e n t  i n  t h e  s t a t e  

a t  s o m e  t i m e  d u r i n g  t h e  p e r i o d  b e g i n n i n g  J u l y  1 tw o  y e a r s  b e f o r e  t h e  

d a t e  o f  a p p l i c a t i o n  a n d  e n d i n g  o n  t h e  d a t e  o f  a p p l i c a t i o n .

*  S e c .  2 .  AS 4 3 . 2 3 . 0 1 5 ( b )  i s  a m e n d e d  t o  r e a d :

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

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

c o n t a i n  a  s t a t e m e n t  o f  e l i g i b i l i t y  a n d  a  c e r t i f i c a t i o n  o f  r e s i d e n c y  i n  

s u b s t a n t i a l l y  t h e  f o l l o w i n g  f o r m :
I  c e r t i f y  t h a t

( ) I  am  a  s t a t e  r e s i d e n t  o n  t h e  d a t e  o f  t h i s  a p ~
- 1 -  HCS C S SB  4 4 4 ( J u d )
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p l i c a t i o n ^  [A N D ]  I  h a v e  b e e n  a  s t a t e  r e s i d e n t  f o r  a t  

l e a s t  s i x  m o n t h s  i m m e d i a t e l y  p r e c e d i n g  A p r i l  1 o f  t h e  

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

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

J u l y  'I t w o  y e a r s  b e f o r e  t h e  d a t e  o f  a p p l i c a t i o n  a n d  

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

( ) ( n a m e ) , t h e  i n d i v i d u a l  o n  w h o s e  b e h a l f  I  am 

a p p l y i n g ,  i s  a  s t a t e  r e s i d e n t  o n  t h e  d a t e  o f  t h i s  

a p p l i c a t i o n ,  [A N D ]  h a s  b e e n  a  s t a t e  r e s i d e n t  f o r  a t  

l e a s t  s i x  m o n t h s  i m m e d i a t e l y  p r e c e d i n g  A p r i l  1 o f  

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

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

J u l y  1 t w o  y e a r s  b e f o r e  t h e  d a t e  o f  a p p l i c a t i o n  a n d  

e n d i n g  o n  t h e  d a t e  o f  t h i s  a p p l i c a t i o n .

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

[ R E S I D E N C Y ]  t o  o b t a i n  a  p e r m a n e n t  f u n d  d i v i d e n d  f o r  

m y s e l f  o r  f o r  a n o t h e r  i s  a  c r i m i n a l  o f f e n s e ^  [AND ]  

t h a t  i f  c o n v i c t e d  I  w i l l  f o r f e i t  f u t u r e  [ PERMANENT  

F U N D ]  d i v i d e n d s ^  a n d  t h a t  I  m u s t  r e p a y  a l l  [ P E R M A ­

NENT FU N D ]  d i v i d e n d s  t h a t  h a v e  b e e n  p a i d  t o  m e .  _I 

u n d e r s t a n d  t h a t  i f  I  w i l f u l l y  m i s r e p r e s e n t ,  e x e r ­

c i s e  g r o s s  n e g l i g e n c e ,  o r  r e c k l e s s l y  d i s r e g a r d  a  

m a t e r i a l  f a c t  r e g a r d i n g  my e l i g i b i l i t y  f o r  a  p e r m a ­

n e n t  f u n d  d i v i d e n d  I  w i l l  f o r f e i t  t h e  d i v i d e n d ,  b e  

s u b j e c t  t o  a  c i v i l  f i n e  o f  u p  t o  $ 5 , 0 0 0 ,  a n d  l o s e  

m y  e l i g i b i l i t y  f o r  t h e  n e x t  f i v e  d i v i d e n d s .  I  u n ­

d e r s t a n d  t h a t  t h e s e  p e n a l t i e s  a r e  [ T H I S  PE N A LTY  I S ]  

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

HCS CSSB 4 4 4 ( J u d ) - 9 -



•; (signature of individual,

2j| parent, guardian, or other

3 || authorized representative)

4i * Sec. 3. AS 43.23.035 is amended by adding a n e w  subse ction to read:
ij <

5; (c) An individual who, in claiming a p e r m a n e n t  fund dividend, or
fi

s an individual who, in certifying another person's eligibility, w i l ful-
ji

ly misrepresents, exercises gross negligence, or reckle s s l y  disregards 

3 a material fact pertaining to eligibility forfeits the dividend, is

9: subject to a civil fine of up to $5,000, and loses e l i g i b i l i t y  to

ioji r e c eive the next five dividends following the forfe ited dividends.

is
n  ij The commissioner m a y  commence proceedings in court to enforce this

*2!l subsection.

13jj * Sec. 4. This Act takes effect January 1, 1989.
t!

>4 ii

•ij
15

16 ii

17

ISi:

19 il

20 

21 

22

- 3 - KCS CSSB 4 4 4 ( J u d )



WORK DRAFT
W W W m w :

WORK D R A f f S  WORK DRAFT

5 - 1 9 1 9N C o o k
4 / 3 0 / 8 8

O r i g i n a l  s p o n s o r s :  H e n s l e y ,  K e r t t u l a ,
A b o o d  a n d  E l i a s o n

2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

1 I N  THE  SENATE  BY  THE  J U D I C I A R Y  COMMITTEE

HOUSE  CS F O R  CS FO R  SENATE  B I L L  NO .  4 4 4  ( J u d i c i a r y )

I N  THE L E G I S L A T U R E  OF  THE S T A T S  OF A LASKA  

F I F T E E N T H  L E G I S L A T U R E  -  SECOND S E S S I O N

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  e l i g i b i l i t y  f o r  p e r m a n e n t  f u n d

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

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

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

BE  I T  ENACTED  B Y  THE L E G I S L A T U R E  OF THE  STATE  OF  A L A SK A :

*  S e c t i o n  1 .  AS 4 3 . 2 3 . 0 0 5 ( a )  i s  a m e n d e d  t o  r e a d :

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

d i v i d e n d  e a c h  y e a r  i n  a n  a m o u n t  t o  b e  d e t e r m i n e d  u n d e r  AS  4 3 . 2 3 . 0 2 5  i f  

t h e  i n d i v i d u a l  a p p l i e s  t o  t h e  d e p a r t m e n t ,  a n d  i f

( 1 )  o n  t h e  d a t e  o f  a p p l i c a t i o n  t h e  i n d i v i d u a l  i s  a  s t a t e  

r e s i d e n t ;  [A N D ]

( 2 )  t h e  i n d i v i d u a l  w a s  a  s t a t e  r e s i d e n t  f o r  a  p e r i o d  o f  a t  

l e a s t  s i x  c o n s e c u t i v e  m o n t h s  i m m e d i a t e l y '  p r e c e d i n g  A p r i l  1 o f  t h e  

c u r r e n t  d i v i d e n d  y e a r ; a n d

( 3 )  t h e  i n d i v i d u a l  h a s  b e e n  p h y s i c a l l y  p r e s e n t  i n  t h e  s t a t e  

a t  s o m e  t i m e  d u r i n g  t h e  p e r i o d  b e g i n n i n g  J u l y  1 t w o  y e a r s  b e f o r e  t h e  

d a t e  o f  a p p l i c a t i o n  a n d  e n d i n g  o n  t h e  d a t e  o f  a p p l i c a t i o n .

*  S e c .  2 .  AS  4 3 . 2 3 . 0 1 5 ( b )  i s  a m e n d e d  t o  r e a d :

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

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

c o n t a i n  a  s t a t e m e n t  o f  e l i g i b i l i t y  a n d  a  c e r t i f i c a t i o n  o f  r e s i d e n c y  i n  

s u b s t a n t i a l l y  t h e  f o l l o w i n g  f o r m :

I  c e r t i f y  t h a t

(  )  I  am a  s t a t e  r e s i d e n t  o n  t h e  d a t e  o f  t h i s  a p -
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p l i c a t i o n ^  [A N D ]  I  h a v e  b e e n  a  s t a t e  r e s i d e n t  f o r  a t  

l e a s t  s i x  m o n t h s  i m m e d i a t e l y  p r e c e d i n g  A p r i l  1 o f  t h e  

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

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

J u l y  1 t w o  y e a r s  b e f o r e  t h e  d a t e  o f  a p p l i c a t i o n  a n d  

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

(  ) ( n a m e ) , t h e  i n d i v i d u a l  o n  w h o s e  b e h a l f  I  am 

a p p l y i n g ,  i s  a  s t a t e  r e s i d e n t  o n  t h e  d a t e  o f  t h i s  

a p p l i c a t i o n ,  [A N D ]  h a s  b e e n  a  s t a t e  r e s i d e n t  f o r  a t  

l e a s t  s i x  m o n t h s  i m m e d i a t e l y  p r e c e d i n g  A p r i l  1 o f  

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

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

J u l y  1 t w o  y e a r s  b e f o r e  t h e  d a t e  o f  a p p l i c a t i o n  a n d  

e n d i n g  o n  t h e  d a t e  o f  t h i s  a p p l i c a t i o n .

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

[ R E S I D E N C Y ]  t o  o b t a i n  a  p e r m a n e n t  f u n d  d i v i d e n d  f o r  

m y s e l f  o r  f o r  a n o t h e r  i s  a  c r i m i n a l  o f f e n s e ^  [ A N D ] 

t h a t  i f  c o n v i c t e d  I  w i l l  f o r f e i t  f u t u r e  [PERMANENT  

FU N D ]  d i v i d e n d s ^  a n d  t h a t  I  m u s t  r e p a y  a l l  [ P E R M A ­

NENT F U N D ]  d i v i d e n d s  t h a t  h a v e  b e e n  p a i d  t o  m e .  1̂  

u n d e r s t a n d  t h a t  i f  I  w i l f u l l y  m i s r e p r e s e n t ,  e x e r ­

c i s e  g r o s s  n e g l i g e n c e ,  o r  r e c k l e s s l y  d i s r e g a r d  a  

m a t e r i a l  f a c t  r e g a r d i n g  my  e l i g i b i l i t y  f o r  a  p e r m a ­

n e n t  f u n d  d i v i d e n d  I  w i l l  f o r f e i t  t h e  d i v i d e n d ,  b e  

s u b j e c t  t o  a  c i v i l  f i n e  o f  u p  t o  $ 5 , 0 0 0 ,  a n d  l o s e  

m y  e l i g i b i l i t y  f o r  t h e  n e x t  f i v e  d i v i d e n d s .  I  u n ­

d e r s t a n d  t h a t  t h e s e  p e n a l t i e s  a r e  [ T H I S  P E N A L T Y  I S ]  

i n  a d d i t i o n  t o  a n y  c r i m i n a l  p e n a l t i e s  i m p o s e d .
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( s i g n a t u r e  o f  i n d i v i d u a l ,  

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

a u t h o r i z e d  r e p r e s e n t a t i v e )

*  S e c .  3 .  AS A 3 . 2 3 . 0 3 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( c )  A n  i n d i v i d u a l  w h o ,  i n  c l a i m i n g  a  p e r m a n e n t  f u n d  d i v i d e n d ,  o r  

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

l y  m i s r e p r e s e n t s ,  e x e r c i s e s  g r o s s  n e g l i g e n c e ,  o r  r e c k l e s s l y  d i s r e g a r d s  

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

s u b j e c t  t o  a  c i v i l  f i n e  o f  u p  t o  $ 5 , 0 0 0 ,  a n d  l o s e s  e l i g i b i l i t y  t o  

r e c e i v e  t h e  n e x t  f i v e  d i v i d e n d s  f o l l o w i n g  t h e  f o r f e i t e d  d i v i d e n d s .  

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

s u b s e c t i o n .

*  S e c .  4 .  T h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1 ,  1 9 8 9 .
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Page 1, lines 22 - 26.

Delete all material after:

"ending on the date of application."

Amendment #1



A M E N D M E N T

O f f e r e d  i n  t h e  HOUSE

T O :  HCS C SSB  4 4 4 ( S t a t e  A f f a i r s )

P a g e  1 ,  l i n e  2 1 :

D e l e t e  " t w o "

I n s e r t  " t h r e e "

B y  G r u e r i b e r g

P a g e  1 ,  l i n e s  2 2  -  2 6 :

p r e s e n t  m

e l e t c " ; / i n  t h i g / p a r a g r a n H ^ " p h y s i c a l ^ ^ p r e s e n t "  g ^ k n s  b e i n g  p b ^ s i c ^ l l V  

in /che s t g^ e ,  o r ,  n o t  p h y s i c a l l y  p r e s e p ^  a b s e n t / ^ n l y / f o i / s q / -

v j j / c e  i n  l o n g r e s ^  o r  s e r v i c e  a s  a  y/taff  p e r s o n  /to a  mem

f e l e g a f f i o n  t c / C o n g r e s ^ ^ /  ^  j

I n s e r t  " , u n l e s s  t r a v e l i n g  t o  t h e  s t a t e  w o u l d  h a v e  b e e n  a n  e x t r e m e  

h a r d s h i p "

/zo a  m e m b e r  o

T t h e  A l a s k a

P a g e  2 ,  l i n e  7 ,  a f t e r  " a n d " :

I n s e r t  " , u n l e s s  t r a v e l i n g  t o  t h e  s t a t e  w o u l d  h a v e  b e e n  a n  e x t r e m e  

h a r d s h i p , "

P a g e  2 ,  l i n e  8 :

D e l e t e  " a s  d e f i n e d  i n  AS 4 3 . 2 3 . 0 0 5 ( a ) ( 3 ) "

P a g e  2 ,  l i n e  9 :

D e l e t e  " t w o "

I n s e r t  " t h r e e "

-1- 4 / 2 9 / 8 8



C o o k

P a g e  2 ,  l i n e  1 6 ,  a f t e r  " a n d " :

I n s e r t  " , u n l e s s  t r a v e l i n g  t o  t h e  s t a t e  w o u l d  h a v e  b e e n  a n  e x t r e m e  

h a r d s h i p , "

P a g e  2 ,  l i n e  1 7 :

D e l e t e  " a s  d e f i n e d  i n  AS  A 3 , 2 3 . 0 0 5 ( a ) ( 3 ) "

P a g e  2 r l i n e  1 8 :

D e l e t e  " t w o "

I n s e r t  " t h r e e "

- 2 - 4 / 2 9 / 8 8



LETTER OF INTENT

f o r  HCS SB 444  ( S t a t e  A f f a i r s )

I t  i s  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  t h a t  t h e  D e p a r t m e n t  o f  R e v e n u e  

s c r u t i n i z e  w i t h  p a r t i c u l a r  c a r e  a l l  a p p l i c a t i o n s  f o r  P e r m a n e n t  F u n d  D i v i d e n d s  

f r o m  t h o s e  w h o  c l a i m  a l l o w a b l e  a b s e n c e s  f o r  m o r e  t h a n  f i v e  c o n s e c u t i v e  y e a r s . -  

I t  i s  t h e  f u r t h e r  i n t e n t  o f  t h e  L e g i s l a t u r e  t h a t  t h e  b u r d e n  o f  p r o o f  s h a l l  

r e s t  o n  s u c h  a n  a p p l i c a n t  t o  p r o v e  h e  o r  s h e  i s  s t i l l  a  s t a t e  r e s i d e n t .

5447G



O ff ic ia l Business Pouch V
State Capitol 

Juneau , A laska 99811

M E M O R A N D U M

T O :  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

F R O M :  R e p r e s e n t £ £ \ v e F r a n  U l m e r ,  C h a i r
H o u s e  S t a t e r l A f f a i r s

D A T E :  A p r i l  25, 1 9 8 8

R E :  H o u s e  C o m m i t t e e  S u b s t i t u t e  f o r  S B  4 4 4  (SA) W o r k  D r a f t

T h e  p r o p o s e d  S t a t e  A f f a i r s  C o m m i t t e e  S u b s t i t u t e  f o r  S B  4 4 4
a c c o m p l i s h e s  t h e  f o l l o w i n g  a c c o r d i n g  t o  t h e  D e p a r t m e n t  o f
R e v e n u e :

P e r m a n e n t  F u n d  D i v i d e n d  E l i g i b i l i t y

- R e g u i r e s  t h a t  a n  a p p l i c a n t  b e  p h y s i c a l l y  p r e s e n t  a t  s o m e  t i m e  
i n  t h e  t w o  y e a r s  b e f o r e  a p p l i c a t i o n .  I n d i v i d u a l s  w o u l d  h a v e  
t o  i n d i c a t e  t h e i r  i n t e n t i o n  o f  m a k i n g  A l a s k a  t h e i r  p e r m a n e n t  
h o m e  a n d  h a v e  a n  a l l o w a b l e  a b s e n c e .

- I m p o s e s  c i v i l  p e n a l t i e s  o n  r e c k l e s s  c e r t i f y i n g  o f  w i t n e s s e s .  
I n t e n t i o n a l  f r a u d  w i l l  r e m a i n  a c r i m i n a l  o f f e n s e .

A d v a n t a g e s

- A d m i n i s t r a t i v e l y  s i m p l e r  a n d  m o r e  s t a b l e .

- D i v i d e n d  a m o u n t  i n c r e a s e s .



LETTER OF INTENT

f o r  HCS SB 444  ( S t a t e  A f f a i r s )

I t  is the int en t of the L e g i s l a t u r e  t h a t  the D e p a r t m e n t  of R e v e n u e  

s c r u t i n i z e  w i t h  p a r t i c u l a r  ca r e  all  a p p l i c a t i o n s  f o r  Perm an ent  F u n d  D i v i d e n d s  

f r o m  t h os e w h o  c l a i m  a l l o w a b l e  a b s e n c e s  f o r  m o r e  th a n  five c o n s e c u t i v e  years.- 

It is the f u r t h e r  i nt e n t  of the L e g i s l a t u r e  t ha t  the burden of p r o o f  s ha ll  

rest  on s u c h  an a p p l i c a n t  to p r o v e  h e  or  s h e  is s t ill  a state re sident.

5447G



D E P A R T M E N T  O F  R E V E N U E  

P O S I T I O N  P A P E R  ON 

SB A44

I n t r o d u c t i o n

T h e  D ep ar t m e n t  of R e v e n u e  s u p p o r t s  SB 444. Th i s  bill tightens up  the 

rules on P e r ma ne nt Fund D i v i d e n d  e l i g i b i l i t y  an d m a k e s  those r u l e s  e a s i e r  to 

enf or ce . T h e  bill w o u l d  r a i s e  t h e  a n n u a l  d i v i d e n d  by at least $15, a n d  

c a r r i e s  a zer o fiscal note.

SB 444 would go a l o n g  w a y  to r e v e r s e  a t r e n d  allo we d by c u r r e n t  law.

B o t h  the state p o p u l a t i o n  a n d  th e n u m b e r  of p e o p l e  receiving P e r m a n e n t  F u n d  

D i v i d e n d s  a re falling. B u t  t h e  n u m b e r  of p e o p l e  receiving P e r m a n e n t  F un d  

D i v i d e n d s  w h o  apply f r o m  out  o f  s t a t e  is r a p i d l y  increasing.

M o r e  than 12,000 d i v i d e n d s  a r e  n o w  g o i n g  to p e o p l e  who give o u t - o f - s t a t e  

a d d r e s s e s  w h e n  they file. T h i s  is m o r e  tha n two p e r c e n t  of all 1 987 P e r m a n e n t  

F u n d  Dividends., and r e p r e s e n t s  a 25 p e r c e n t  i n c r e a s e  over the f i g u r e  for 1986. 

T h e  D e p a r t m e n t  of R e v e n u e  e s t i m a t e s  t hat a m i n i m u m  of two-thirds of this 

g r o u p  —  at least 8,000 p e o p l e  —  a r e  g o n e  f r o m  the state for m o r e  th a n  a y e a r  

b y  the time they recei ve  a d i v i d e n d .  A p p r o x i m a t e l y  300 people ar e r e c e i v i n g  

1986 and 1987 P ermanent F u n d  D i v i d e n d s  w h o  h a v e  n o t  ph ysically t o u c h e d  A l a s k a  

in m o r e  than five years.

L o o p h o l e s  in the E l i g i b i l i t y  R e q u i r e m e n t s  f o r  P e r m a n e n t  Fund D i v i d e n d s

Th e substa nt ia l and g r o w i n g  n u m b e r  of p e o p l e  r eceiving P e r m a n e n t  F u n d  

D i v i d e n d s  w h o  apply f r o m  o u t s i d e  of A l a s k a  is the p r o d u c t  of some  l o o p h o l e s  in 

the  e l i g i b i l i t y  r e q u i r e m e n t s  f o r  P e r m a n e n t  F u n d  Dividends.

U n d e r  curren t law, t h e r e  a r e  t h r e e  r e q u i r e m e n t s  for someone to r e c e i v e  a 

P e r m a n e n t  F u n d  Dividend. Fi rs t ,  the p e r s o n  m u s t  fi l e  an a p p l i ca ti on  b e t w e e n  

A p r i l  1 and Jun e 30. Second, t h e  p e r s o n  a p p l y i n g  h a s  to be a r e s i d e n t  of 

A l a s k a  f or at least the s i x  c o n s e c u t i v e  m o n t h s  b e t w e e n  October 1 a n d  M a r c h  21. 

Thi rd , a p e r s o n  mu s t  be a s t a t e  r e s i d e n t  on  t h e  d at e  of application. Thus, to 

get  a dividend, someone m u s t  be  a s t a t e  r e s i d e n t  f or  most of the fall an d w i n­

ter and still claim to b e  a r e s i d e n t  f or  o n e  d a y  in the spring (AS 4 3 . 2 3 . 0 0 5  

and  15 AAC  23.625).

T h e r e  are two r e q u i r e m e n t s  f o r  s o m e o n e  to b e  a s tate resident. Fi r s t ,  the 

p e r s o n  mu s t  h a v e  an in t e n t  to r e m a i n  p e r m a n e n t l y  if that person is p h y s i c a l l y  

p r e s e n t  in the state, a n d  m u s t  h a v e  an  i n t e n t  to r e t u r n  and remain p e r m a n e n t l y  

if the p e r s o n  is absent (AS 4 3 . 2 3 . 0 9 5  and 15 A A C  23.665(k)). Second, the 

p e r s o n  e it h e r  must be p h y s i c a l l y  p r e s e n t  in A l a s k a  f o r  90 days o r  m o r e  b e t w e e n  

O c t o b e r  1 and March 31 or  be a b s e n t  fo r a n  a l l o w a b l e  reason (called an " a l l o w­

abl e  absence"). T he l a w  also r e q u i r e s  s o m e o n e  to h a v e  an all ow abl e a b s e n c e  if 

he o r  she is absent mo r e  than 60 c o n s e c u t i v e  d a y s  f r o m  the state b e t w e e n  

O c t o b e r  1 and Har ch  31.

5288G P a g e  1



D e p a r t m e n t  of R e v e n u e  

P e r m a n e n t  F u n d  D i v i d e n d  D i v i s i o n  

F i s c a l  N o t e  A n a l y s i s  

SB 444 

A s  of M a r c h  10, 1988

T h i s  l e g i s l a t i o n  w o u l d  reduce t h e  n u m b e r  of e l i g i b l e  applicants for P e r m a­

n e n t  F u n d  D i v i d e n d s  by a p p r o x i m a t e l y  1 0 , 0 0 0  in 1989. A lt h o u g h  an e x a c t  fig ur e 

is n o t  p o s s i b l e ,  this redu ct io n i n  a p p l i c a n t s  w i l l  serve to increase f u t u r e  

P e r m a n e n t  F u n d  D ividends by a p p r o x i m a t e l y  $15.

S i n c e  p e r s o n s  n o t  filing f rom o u t - o f - s t a t e  r e p r e s e n t  a substantial p a r t  of the 

D i v i s i o n ' s  c i v i l  i nve stigation e f for t,  a n y  real r e d u c t i o n  will result i n  some 

d e c r e a s e d  a d m i n i s t r a t i v e  costs i n  the F Y  91 b u d g e t  request, all else b e i n g  

equal. S o m e  p o r t i o n  of the p o t e n t i a l  s a v i n g s  w i l l  be di rec te d to i n c r e a s i n g  

o u r  e f f o r t s  in crimina l in v e s t i g a t i o n ,  to r e d u c e  the p o t en tia l for f r a u d u l e n t  
filings. Se e at ta c h e d  p o s i t i o n  pap er.

5297G



A l l o w a b l e  a bsences thus d r a w  a  sharp line d i v i d i n g  those people w h o  c l a i m  

an in te nt to make A l a s k a  their p e r m a n e n t  home. If such a person is go n e  f r o m  

A l a s k a  for m o s t  of the winter or  g o n e  for  all of the sp rin g without an a l l o w­

able absence, that p e r s o n  cannot l e g a l l y  r e c e i v e  that year's Permanent F u n d

Dividend. If a p e r s o n  has an a l l o w a b l e  ab se n c e ,  on the o the r hand, that

p e r s o n  m a y  be gone for all of the w i n t e r  w i n d o w ,  go n e  for all of the s p r i n g

filing period, and gone for all of the rest  of the y e a r  —  year after y e a r  

af te r year.

U n d e r  current law, there is n o  flat rul e a g a i n s t  some on e coming to A l a s k a  

for  a day, leaving the state on an  a l l o w a b l e  ab se n c e ,  and collecting P e r m a n e n t  

Fu n d  Div id en ds as long as he o r  s h e  r e t ai ns  the a l l o w a b l e  absence while n e v e r  

sett ing  foot in the state again.

A p p r o x i m a t e l y  95 percent of t h o s e  p e o p l e  r e c e i v i n g  1987 dividends who  

a p pl ie d for the m f r o m  outside the s t a t e  also c l a i m e d  a l l o wa bl e absences. M o r e  

than $8 m i l l i o n  in div id en ds  w e n t  t o  this group.

S B  4 4 4 ' s  A p p r o a c h

If enacted, SB 444 w ou ld ma k e  s e v e r a l  c h a n g e s  c o n s i s t e n t  wi t h  the d i v i d e n d  

p r o g r a m ' s  philosophy. First, the l e g i s l a t i o n  a d d s  to curr en t la w a r e q u i r e­

m e n t  that an ap p l i c a n t  be p h y s i c a l l y  p r e s e n t  in A l a s k a  on the date of a p p l i c a­

tion, w h i c h  can be a n y t i m e  betwe en  A p r i l  1 and J u n e  30. The  bill provides f o r  

on l y  n a r r o w  e xc ep tio ns  to this req ui r e m e n t :  (1) m o d i c a l  treatment not

ava il ab le in Alaska; (2) service in Co ngress; an d (3) spouses and de pe n d e n t s  

of these people in (1) and (2).

Add in g the re q u i r e m e n t  of p h y s i c a l  p r e s e n c e  on the da t e  of application 

w o u l d  esta bli sh  a r e l a t i v e l y  eas i l y  m e a s u r e d  i n d i c a t o r  of the intent held b y  

the per s o n  claiming A l a s k a  resi de nc y w h i l e  li vi n g  elsewh er e.  The bill's 

ena ct men t w ou ld reflec t a l e g i sl at ive  p r e s u m p t i o n  that the pers on  who t r u l y  

intends to return and remain p e r m a n e n t l y  w i l l  r e t a i n  s uf fi cie nt  ties to the 

state to be p r es en t at  l east one d a y  du ri n g  the t h r e e - m o n t h  filing period.

Th i s  additional re q u i r e m e n t  would a l s o  m a k e  sur e t hat P e r m a n e n t  Fund D i v i d e n d  

re cipients have not c o m p l e t e l y  .lost t ouc h w i t h  Alaska.

Re quiring the a p p l i c a n t  to c e r t i f y  that he  o r  she is p h y s i c a l l y  p r es en t o n  

the date of a p p l i c a t i o n  is an a d m i n i s t r a t i v e l y  s i m p l e  w a y  of testing a 

pe rs o n ' s  intent to ret u r n  and remain p e r m a n e n t l y  in Alaska. The ap p l i c a t i o n  

f o r m  already requires that an a p p l i c a n t  c e r t i f y  h i s  o r  h e r  residency on the 

da t e  of application, and also re qui re s that two o t h e r  p e r s o n s  certify the 

a p p l i c a n t’s residency. This l e g i s l a t i o n  w o u l d  a l l o v  the Dep ar t m e n t  of R e v e n u e  

to require the appl ic an t and and t h e s e  two c e r t i f y i n g  w i t n e s s e s  to attest to 

the additional simple fact that the a p p l i c a n t  is h e r e  in A l a s k a  the date h e  o r  

she signs the form. T hi s  r eq ui rement of p h y s i c a l  p r e s e n c e  on the date of 

a p p l i c a t i o n  will not b e  an excessive b u r d e n  on the a p p l i c a n t  as the ap p l i c a n t  

can  choose any day of the three-month fi li ng p e r i o d  (April 1 - J un e  30) to 
file.

This requirement wi l l  also make it m o r e  l ik e l y  that di v i d e n d s  will be 

.spent in Alaska. Now, m o r e  than $8 m i l l i o n  in d i v i d e n d s  goes to people who 
a p p l y  from outside Alaska.
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P u t t i n g  t h i s  m o n e y  b a c k  i n t o  t h e  s t a t e  h a s  a n o t h e r  b e n e f i t .  I f  t h i s  b i l l  
p a s s e d ,  t h e  D e p a r t m e n t  o f  R e v e n u e  e s t i m a t e s  t h a t  i n  1 9 8 9  a t  l e a s t  1 0 , 0 0 0  f e w e r  
p e o p l e  w i l l  r e c e i v e  d i v i d e n d s  t h a n  w o u l d  u n d e r  c u r r e n t  l a w .  T h i s  w i l l  
i n c r e a s e  t h e  d i v i d e n d  b y  m o r e  t h a n  $ 1 5  p e r  A l a s k a n .

SB 4 4 4  a l s o  c u t s  o f f  a l l o w a b l e  a b s e n c e s  a f t e r  f i v e  c o n s e c u t i v e  y e a r s  ( w i t h  
t h e  f e w  n a r r o w  e x c e p t i o n s  t h a t  a p p l y  t o  t h e  p h y s i c a l  p r e s e n c e  r u l e ) .  Whe n  
c o m b i n e d  w i t h  t h e  r e q u i r e m e n t  o f  p h y s i c a l  p r e s e n c e  w h e n  a p p l y i n g ,  t h e  e f f e c t  
o f  t h i s  i s  t o  a l l o w  a  p e r s o n  t o  b e  g o n e  f o r  m o s t  o f  t h e  w i n t e r  f i v e  y e a r s  i n  a  
r o w  w h i l e  b e i n g  p r e s e n t  f o r  o n e  d a y  i n  t h e  s p r i n g  e a c h  y e a r .  T h e  f o l l o w i n g  
y e a r ,  t h e  a p p l i c a n t  w o u l d  h a v e  t o  r e t u r n  t o  A l a s k a  t o  s p e n d  m o s t  o f  t h e  w i n t e r .

F i n a l l y ,  t h e  p r o p o s e d  l e g i s l a t i o n  e s t a b l i s h e s  c i v i l  p e n a l t i e s  f o r  w i l l f u l  
m i s r e p r e s e n t a t i o n ,  g r o s s  n e g l i g e n c e ,  o r  r e c k l e s s  d i s r e g a r d  o f  m a t e r i a l  f a c t s  
c o n c e r n i n g  e l i g i b i l i t y .  C u r r e n t  l a w  a l l o w s  t w o  m e t h o d s  o f  d e a l i n g  w i t h  
i n d i v i d u a l s  who  h a v e  w r o n g l y  c l a i m e d  p e r m a n e n t  f u n d  d i v i d e n d s .  One m e t h o d  i s  
a v a i l a b l e  a g a i n s t  a l l  i n d i v i d u a l s  w h o  h a v e  r e c e i v e d  d i v i d e n d s  t o  w h i c h  t h e y  
w e r e  n o t  e n t i t l e d ,  w h a t e v e r  t h e i r  s t a t e  o f  m i n d .  T h i s  m e t h o d  i s  t h e  a s s e s s ­
m e n t ,  a n  a d m i n i s t r a t i v e  p r o c e d u r e  i n  w h i c h  t h e  D e p a r t m e n t  o f  R e v e n u e  a t t e m p t s  
t o  r e c o v e r  t h e  d i v i d e n d  w h i c h  t h e  i n d i v i d u a l  r e c e i v e d  (AS 4 3 . 2 3 . 0 3 5 ( b ) ) .  T h e  
o t h e r  m e t h o d  i s  c r i m i n a l  p r o s e c u t i o n ,  w h i c h  i s  a i m e d  o n l y  a t  t h o s e  who  h a v e  
i n t e n t i o n a l l y  e n g a g e d  i n  f r a u d  ( t h e  c r i m e  i s  " u n s w o r n  f a l s i f i c a t i o n "  u n d e r  AS
1 1 . 5 6 . 2 1 0 ) .  I n t e n t  t o  d e f r a u d  c a n  b e  d i f f i c u l t  t o  p r o v e ,  e s p e c i a l l y  t o  t h e  
h i g h  s t a n d a r d  o f  b e y o n d  a  r e a s o n a b l e  d o u b t  r e q u i r e d  b y  t h e  c r i m i n a l  l a w .

T h e  p r o p o s e d  l e g i s l a t i o n  w o u l d  a u t h o r i z e  t h e  D e p a r t m e n t  o f  R e v e n u e  t o  s e e k  
c i v i l  p e n a l t i e s  w h i c h  c o u l d  e x c e e d  t h e  v a l u e  o f  t h e  d i v i d e n d ( s )  w r o n g l y  o b ­
t a i n e d  f o r  t h o s e  w h o  h a v e  e n g a g e d  i n  u n d e s i r a b l e  b e h a v i o r  s h o r t  o f  i n t e n t i o n a l  
f r a u d .  T h e  b i l l  w o u l d  e s t a b l i s h  c i v i l  f i n e s  o f  u p  t o  $ 5 , 0 0 0  f o r  t h o s e  w ho  a r e  
f o u n d  t o  h a v e  e n g a g e d  i n  w i l l f u l  m i s r e p r e s e n t a t i o n ,  g r o s s  n e g l i g e n c e ,  o r  r e c k ­
l e s s  d i s r e g a r d  o f  m a t e r i a l  f a c t s  i n v o l v i n g  t h e i r  e l i g i b i l i t y  f o r  d i v i d e n d s .
T h e  s t a n d a r d  o f  p r o o f  r e q u i r e d  w o u l d  b e  l o w e r  t h a n  t h a t  r e q u i r e d  i n  c r i m i n a l  
p r o s e c u t i o n s .

T i m i n g  o f  SB 4 4 4

T h i s  b i l l  w o u l d  t a k e  e f f e c t  J a n u a r y  1 ,  1 9 8 9  a n d  w i l l  h a v e  i t s  f i r s t  i m p a c t  
o n  t h e  1 9 8 9  d i v i d e n d  d i s t r i b u t i o n .  T h i s  i s  a p p r o p r i a t e ,  b e c a u s e  p r i n t i n g  
d e a d l i n e s  m a k e  i t  t o o  d i f f i c u l t  t o  m a k e  t h a  c h a n g e s  i n  t h e  1 9 8 8  d i v i d e n d  
a p p l i c a t i o n  f o r m s  w h i c h  w o u l d  b e  r e q u i r e d  i f  t h e  c h a n g e s  i n  t h e  l a w  w e n t  i n t o  
e f f e c t  t h i s  y e a r .

I n f o r m a t i o n  a b o u t  t h e  l o o p h o l e s  i n  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 p p e a r s  t o  b e  s p r e a d i n g ,  h o w e v e r ,  w h i c h  m a k e s  i t  c r i t i c a l  f o r  t h e  L e g i s l a t u r e  
t o  p a s s  a  b i l l  t h i s  s e s s i o n  w h i c h  c a n  g o  i n t o  e f f e c t  f o r  t h e  1 9 8 9  d i v i d e n d  
d i s t r i b u t i o n .  W i t h  t h e  o n e - y e a r  l a g  b e t w e e n  p a s s a g e  a n d  i m p l e m e n t a t i o n  
e f f e c t i v e l y  f o r c e d  b y  p r i n t i n g  d e a d l i n e s ,  t h e  L e g i s l a t u r e  m u s t  t a k e  a c t i o n  
t h i s  s e s s i o n ,  o r  t h e  e a r l i e s t  d i v i d e n d  d i s t r i b u t i o n  i t  c a n  a f f e c t  w i l l  b e  i n  
1 9 9 0 .

P a y i n g  d i v i d e n d s  t o  t h e  p e o p l e  w h o  c l a i m  t o  b e  A l a s k a n s  b u t  h a v e  b e e n  g o n e  
f o r  y e a r s  i s  n o t  w h a t  t h e  p r o g r a m  i s  a l l  a b o u t .  We b e l i e v e  t h i s  b i l l  i s  
n e e d e d  t o  p r o t e c t  t h e  i n t e g r i t y  o f  t h e  d i v i d e n d  p r o g r a m .
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H o w  m a n y  P F D  s  n c d d ?

1986-532,000 1987-530,000

H o w  m a n y  o f  t h e s e  P F D s  w e r e  
v a i d  t o  o u t - o f - s t a t e  a d d r e s s e s ?

1986- 19,500 1987-22,700

O f  t h e s e  P F D s ,  

h o w  m a n y  w e r e  p a i d  

t o  p e r s o n s  w h o  a l s o  
a p p l i e d  f r o m  o u t - o  f=s t a t e ?

1986- 9,900 1987- 12,500
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Changes In Permanent Fund Dividends: 1986-87

Growth
Rate

30.0%

25.0%

2 0 .0 %

15.0%

1 0 .0 %

5.0%

0 .0 %

P F D s  S E N T  O U T S I D E  
G r ow in g  16 .4  Percent 

Pe r Y ea r

P F D s  A P P L I E D  F O R  Sc 
S E N T  O U T S I D E  

G row ing  2 6 . 3  Percent 
Pe r Y ea r



CS SB 444 (Finance) (passed the Senate) 

F o u r  Classes of A l l o w a b l e  A b s e n c e s

A. Pe opl e w h o  h a v e  to come  b a c k  one day  e a c h  sp ri n g  bu t do n ot  h a v e  to m o v e  

b a c k  e very 5 y e a r s  to spend the winter.

1. C o n g r e s s i o n a l  s p o' ^e s and dependents.

2. Medic al  cases' spouses and d ependents.

B. Peo p l e  w h o  h a v e  to com e b a c k  e ve ry  s ix th w i n t e r  to s pe nd  the w i n t e r  b u t  

don't h av e  to fl y b a c k  fo r one day in the spring.

1. A c t i v e  d u t y  m i l i t a r y  m< n b e r s .

2. Students.

3. O t he r f olks the C o m m i s s i o n e r  m a y  let in b y  regulation.

«

C. Peo ple  wh o d o n ’t h a v e  to do e i t h e r .

1. - M e d i c a l  cases.

2. Members of Congress.

D. Every bo dy  else ha s to do b o t h .
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W I N T E R
R E S I D E N C Y
P E R I O D

S P R I N G
F I L I N G
P E R I O D

J u l y  1 Jun e  3 0 / J u l y  1
O c t o b e r  1 A p r i l  1

Jun e  30

H C S  SB 444 (S ta te  Affairs) 

T I G H T E N I N G  U P  ON E L I G I B I L I T Y  R E Q U I R E M E N T S  

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

T H E  P E R M A N E N T  F U N D  D I V I D E N D  Y E A R

Requirements- for P F D  e l i g i b i l i t y

C U R R E N T
L A W

1. T i m e l y  appli ca ti on .

2. I n t e n t  to m a k e  A l a s k a  a p e r m a n e n t  home.

3. P h y s i c a l  p r e s e n c e  for m o r e  than h a l f  of the w i n t e r  or an  a l l o w a b l e  absence.

S B  4 4 4 :  
A D D I T I O N A L  

R E Q U I R E M E N T S

R e q u i r e s  p h y s i c a l  p r e s e n c e  at some  time s i n c e  J u l y  1 of the y e a r  two years 

p r e v i o u s  to the d a t e  of application.



HCS SB 444

A d d s  r eq u i r e m e n t  of p h y s i c a l  p r e s e n c e  at s ome tim e b e t w e e n  d a t e  of 

a p p l i c a t i o n  and J u l y  1 o f  t h e  y e a r  two y e ar s p r e v i o u s  to the d a t e  of 

appl ic ati on . This r e q u i r e m e n t  w o u l d  in e f f e c t  a p p l y  o n l y  to a p p l i c a n t s  

w i t h  a l l o w a b l e  a b s e n c e s , b e c a u s e  all o t h e r  a p p l i c a n t s  p h y s i c a l l y  l i v e  in 

A l a s k a  d ur i n g  the w i n t e r  r e s i d e n c y  period.

* E s t a b l i s h e s  civil p e n a l t i e s  f o r  m i s c o n d u c t  in a p p l i c a t i o n  f o r  b o t h

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

* A d d s  at least $8 m i l l i o n  to A l a s k a  e c o n o m y  in 1989.

In c r e a s e s  1989 P e r m a n e n t  F u n d  D i v i d e n d  by  $15 o r  more.

* E f f e c t i v e  date: J a n u a r y  1, 1989.
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S T A T E  O F  ALASKA
1 9 8 8  LEGISLATIVE SESSION

B IL L  VERSION: C S  SB 4 4 4  ( F i n )
PUBLISH DATE: S £ r O A - r  £ -  v4 / l ? . / R f

( j ^ P  FISCAL NOTE

REQUEST__________________________________________

R e v i s i o n  D a te : ________________________________
T i t l e :  An A c t r e l a t i n g  t o  e l i g i b i l i t y

f o r  p e r m a n e n t  fu n d  d i v i d e n d s _____________
S p o n s o r :  H e n s le y .  K e r t t u l a ,  A bood e t . a l .  
R e q u e s t o r : ______________________________________

EXPENDITURES/REVENUES: (T h o u s a n d s  o f  D o l l a r s )
!

OPERATING
1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92 1 FY 93
1 I | | I 1

PERSONAL SERVICES 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -
TRAVEL 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -
CONTRACTUAL 1 - 0 - 1 - 0 - I - 0 - 1 - 0 - 1 - 0 - I - 0 -
SUPPLIES 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -
EQUIPMENT 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -
LANDS & STRUCTURES 1 - 0 - 1 - 0 - 1 - 0 - I - 0 - 1 - 0 - | - 0 -
GRANTS, CLAIMS 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -
MISCELLANEOUS I - 0 - 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -

TOTAL OPERATING 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -

1 CAPITAL 1 - 0 - | - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -

1 REVENUE 1 - 0 - | - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -

FUNDING: (T h o u s a n d s  o f  D o l l a r s )
| GENERAL FUND | - 0 - | - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -
| FEDERAL FUNDS i - 0 - | - 0 - 1 - 0 - 1 - 0 - 1 - 0 - I - 0 -
| OTHER | - 0 - | - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -
1 TOTAL 1 - 0 - | - 0 - 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -

POSITION S:
| FULL-TIME | - 0 - | —0 — 1 - 0 - 1 - 0 - 1 - 0 - | - 0 -
! PART-TIME I - 0 - 1 - 0 - - 0 - 1 - 0 - - 0 - | - 0 -
! TEMPORARY ! - 0 - | - 0 - 1 - 0 - 1 - 0 - I - 0 - I - 0 -

A g en cy  A f f e c t e d :  R ev en u e_________________
BRU: P e rm a n e n t  Fund D iv id e n d  D i v i s i o n

C o m p o n e n ts : P e rm a n e n t F und D iv id e n d
_________________D i v i s io n ____________

P h o n e : 4 6 5 -2 3 2 3
D a te :  M arch  1 0 . 1988

D a te :  /  / p / d *  c P

I

i
i

p a g e  1 o f  2

D i v i s i o n :

A p p ro v e d  b y  C o m m iss io n e r :
A g en cy :

D i s t r i b u t i o n  (b y  p r e p a r e r ) :  
L e g i s l a t i v e  F in a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s to r  
O f f i c e  o f  M anagem ent an d  B u d g e t 
Im p a c te d  A g e n c y ( ie s )

ANALYSIS: P l e a s e

P r e p a r e d  By:



J u d i c i a r y
( 7

D a t e  r e f e r r e d :  4 / 1 5 / 8 8 FU R T H E R  R E F E R R A L S :

D A T E : X t F *

T h e  _________ S t a t e  A f f a i r s ______________ C o m m i t t e e  h a s  c o n s i d e r e d  C S S B  4 4 4  ( F i n )

" A n  A c t  r e l a t i n g  t o  e l i g i b i l i t y  f o r  p e r m a n e n t  f u n d  d i v i d e n d s  a n d  p r o v i d i n g  
c i v i l  p e n a l t i e s  f o r  c e r t a i n  c o n d u c t  i n v o l v i n g  p e r m a n e n t  f u n d  d i v i d e n d s ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

RECOMMENDS : ,  \
[  ]  r e p l a c e  w i t h  < C S  S &  y n / f /  [ V ]  t h e  s a m e  t i t l e
[  ]  a t t a c h e d '  a m e n d m e n t ( s )  - I  ' - • : £ -3 a  n e w  t i t l e

Jx^'] d o  p a s s  
[ ] d o  n o t  p a s s
[ ]  n o  r e c o m m e n d a t i o n
[ ]  i n d i v i d u a l  r e c o m m e n d a t i o n s
[ ]  a d d i t i o n a l  r e f e r r a l  t o  t h e  _________________________________ C o m m i t t e e

A D O P T S :  [ ]  '___________ l e t t e r  o f

ATTACHES  NEW F I S C A L  N O T E ( s ) :
[  ]  f i s c a l  i m p a c t
[  ] z e r o  f i s c a l  n o t e
[ ] z e r o  w i t h  a n a l y s i s

i n t e n t

[  ]  s a m e  a s  p r e v i o u s  f i s c a l  n o t e
p u b l i s h e d  _____________________________
s a m e  a s  p r e v i o u s  z e r c  f i s c a l  
n o t e  p u b l i s h e d  Y / (

S I G N I N G  OTHER  RECOMMENDAT IONS :



R e p  Hark  Boyer

Al a s k a  S t a t e  L e g i s l a t u r e

Dear R e p r e s e n t a t i v e  Boyer:

As  both a r e s i d e n t  o f  thi s g re at  state of Alaska and as an o f f i c e r  in the Air Force I aa 

d e e p l y  c o n c e r n e d  a b o u t  the way the Peraanent Fund ia b e i n g  a i s u s e d  by bei ng  sent to many 

m e m b e r s  in th e m i l i t a r y  c o a a u n i t y  vh o are not in r e a l i t y  A l a s k a  S t a t e  residents.

C u r r e n t l y  p e r m a n e n t  fu n d  d i v i d e n t  c he c k s  vill not be m a i l e d  ou t o f  s t a t e  to any c i v i l i a n s  vi 

c l a i m  r e s i d e n c y  but c a n  be sen t to membe rs  of t he  a rmed s e r v i c e s  vh o ha v e  b een living out o: 

s t a t e  fo r up to 5 years. I d o n ' t  t hi nk  this pr ac t i c e  is f a i r  t o  t h e  c i v i l i a n  s e c t o r  of ou r 

state. I p e r s o n a l l y  kno v  of s e v er al  air force fa mi l i e s  vho h a v e  b e e n  s t a t i o n e d  he r e  for a 

s h o r t  p er i o d  of t i m e  and nov ha v e  been moved e l s e v h e r e  vho c o n t i n u e  r e c e i v i n g  di vi d e n d  chec) 

for  e a c h  mem b e r  of th e family. Most of these ha v e  no i n t e n t i o n  of  e v e r  r e t u r n i n g  to Alaska. 

In f act man y of  t h e s e  d i d n ' t  vant to come  here  to b eg in  vith, h a t e d  Alaska, did not live o: 

base, an d d i d  not s h o v  any d e s i r e  to live here any lon g e r  t h a n  necessary. H o v e v e r  since the 

c o u l d  r e c e i v e  d i v i d e n d  c h e c k s  by cl ai m i n g  r e s i d e n c y  t h e y  d i d  so a n d  a re  nov u s i n g  t hose 

c h e c k s  to h e l p  s u p p o r t  th e e c o n o m y  of the st at e s  vh ere  t he y  ar e n o v  l i v i n g  u n til  t heir 5 

y e a r s  ar e up. Tvo f a m i l i e s  I knov  are rece iv in g year ly  d i v i d e n d  c h e c k s  vho have p e r c h a s e d  

h o m e s  in o t h e r  s t a t e s  v h e r e  the y nov live. Neit he r c h o s e  to l i v e  o f f  ba s e  v h i l e  h e r e  in 

Alaska. One o f  t h e s e  f a m i l i e s  is r e c e i v i n g  6 d i v i d e n d  c h e c k s  a y e a r  to help make th eir  hou£ 

payments. T h e r e  is s o m e t h i n g  r e a l l y  v rong vith a s y s t e m  tha t  a l l o v s  t h i a  to occur.

T o  r e m e d y  t h i s  ver y u n j u s t  'system I sugg es t ve make t h e  f o l l o v i n g  c h a n g e s  to the vay our 

P e r m a n e n t  F u n d  is distributed.

#1. D o m i c i l e  r e q u i r e m e n t s  s h o u l d  be the same fo r both c i v i l i a n s  a n d  m i l i t a r y  alike. If 

s o m e o n e  is l i v i n g  o u t  o f  s t a t e  h e  sho u l d  not r e c e i v e  a p e r a a n e n t  f u n d  check.-. A po ssible 

e x c e p t i o n  to t h i s  r u l e  s i g h t  be for a soldier vho gets s ent to a r e m o t e  a s s i g n m e n t  and 

h i s / h e r  f a m i l y  r e m a i n s  he r e  in Alaska.

#2. If #1 ia fe l t  u n a c c e p t a b l e  at the  very least in o r d e r  to g e t  a p e r m a n e n t  fun d check 

m a i l e d  to hi m o ut  of  s t a t e  a s o l d i e r  must be a bl e  to s h o v  s o m e  p e r m a n e n t  r o o t s  es t a b l i s h e d  b 

o v n i n g  a h om e  h e r e  in Alaska.

#3. All m e m b e r s  o f  t h e  s a m e  h o u s e h o l d  should be r e q u i r e d  to c l a i m  A l a s k a n  r e s i d e n c y  in o r d e  

t o  q u a l i f y  for a d i v i d e n d  check. It is not u ncommon for t h e  m i l i t a r y  v a g e  e a r n e r  to retain 

hi s ho m e  s ta te  r e s i d e n c y  s t a t u s  v h il e his n o nv or kin g v i f e  and  c h i l d r e n  all c l a i m  Al ask a 

residency. By d o i n g  this v he n  he r e t u r n s  to his home s t a t e  he s t i l l  r e t a i n s  his re s i d e n c y  

s t a t u s  s h o u l d  he d e c i d e  to go ba c k  to school. Also if he is e n l i s t e d  he can get o ve rse as  

pay. On the o t h e r  h a n d  all hi s d e p e n d a n t s  c o n t i n u e  g e t t i n g  t h e i r  y e a r l y  d i v i d e n d  c he c k s  

a l t h o u g h  they  a r e n ' t  r e a l l y  p l a n n i n g  on stay in g behind vh e n  h e  leaves.

N e i t h e r  the U S A F  or U S A  p u b l i s h  d a t a  on vhat percent of th e m i l i t a r y  vh o c o n t i n u e  to claim 

A l a s k a  r e s i d e n c y  and t h e i r  p e r a a n e n t  f u n d  che ck s ever r e t u r n  to the s t a t e  p e r m a n e n t l y  

(b ecause it v o u l d  m a k e  t he m  loo k bad). I aa s ure it is q u i t e  c o m m o n  h o v e v e r  be c a u s e  I knov 

man y in my s e c t i o n  a l o n e  vho fi t into that category.

P l e a s e  look i n t o  t h i s  r e g r e t t a b l y  ine qu it abl e s i t ua ti on  d u r i n g  y o u r  busy c u r r e n t  le g i s l a t i v e  

s e s s i o n  and d o  vhat  c o r r e c t i n g  you feel is necessary. All r e s i d e n t  of o u r  g r e a t  S t a t e  need 

to be t r e a t e d  e q u a l l y  and  f a i r l y  v h e t h e r  civ il ia n or military. A l a s k a ' s  S t a t e  Go ve r n m e n t  is 

r e s p o n s i b l e  to the r e s i d e n t s  an d the econo my  of Alaska alone. It s h o u l d  not be f u n d i n g  the 

e c o n o m y  of the o t h e r  4 9  s t a t e s  b e c a u s e  some on e living t h e r e  jus t h a p p e n e d  to be s t a ti on ed  

h e r e  in A la s k a  in the  past.

I v o u l d  love  to he a r  yo u r  r e pl y if you ever hav e time in your  bu s y  schedule.

S i n c e r e l y

Capt. Paul H. R a s m u s s e n  

3361 F e r n v o o d  A v e  

N o r t h  Pole, AK 9 9 705



D E P A R T M E N T  O F  R E V E N U E  

P O S I T I O N  P A P E R  O N  

SB 444

I n t r o d u c t i o n

T h e  D e p a r t m e n t  of Re v e n u e  su ppo rt s SB 444. T h i s  b il l  ti ght en s up  the 

rules on  P e r m a n e n t  F und D i v i d e n d  e l i g i b i l i t y  a n d  m a k e s  those rules e a s i e r  to 

enforce. T h e  bill w o u l d  raise the ann ua l d i v i d e n d  by  at least $15, and 

c a r r i e s  a zero  fiscal note.

SB 444 w o u l d  go a long w a y  to re v e r s e  a t r e n d  a l l o w e d  b y  c u r r e n t  law.

B o t h  the s t ate  p o p u l a t i o n  an d the n u m b e r  of p e o p l e  r e c e i v i n g  P e r m a n e n t  F u n d  

D i v i d e n d s  are falling. B u t  the n u m b e r  of p e o p l e  r e c e i v i n g  P e r m a n e n t  F und 

D i v i d e n d s  w h o  a pply fr o m  out  of s tat e is r a p i d l y  increasing.

H o r e  tha n 12,000 d i v i d e n d s  are  n o w  g o i n g  to p e o p l e  w h o  give o u t - o f - s t a t e  

a d d r e s s e s  w h e n  they file. Thi s is m o r e  t han two p e r c e n t  of all 1987 P e r m a n e n t  

F u n d  Divid en ds , an d r ep re sen ts  a 25 p e r c e n t  i n c r e a s e  o v e r  the f i g u r e  f o r  1986. 

T h e  D e p a r t m e n t  of R e v e n u e  es t i m a t e s  that a  m i n i m u m  of tw o- t h i r d s  of this 

g rou p —  at least 8,000 p e o p l e  —  are g o n e  f r o m  the  s t a t e  f o r  m o r e  than a y e a r  

b y  the t ime they rece ive  a dividend. A p p r o x i m a t e l y  300 p e o p l e  are r e c e i v i n g  

1986 and  1987 P e r ma ne nt  F u n d  D i v id en ds  w h o  h a v e  n o t  p h y s i c a l l y  t o u c h e d  A l a s k a  

in mo r e  than five years.

L o o p h o l e s  in the E l i g i b i l i t y  R e q u i r e m e n t s  fo r P e r m a n e n t  F un d  D i v i d e n d s

T h e  sub s t a n t i a l  and g row in g n u m b e r  of p e o p l e  r e c e i v i n g  P e r m a n e n t  Fu n d  

D i v i d e n d s  w h o  apply fro m o u tsi de  of A l a s k a  is the p r o d u c t  of some l o o p h o l e s  in 

the e l i g i b i l i t y  r e q uir em en ts  for  P e r m a n e n t  F u n d  Dividends.

U n d e r  c u r re nt  law, there are three r e q u i r e m e n t s  fo r some on e to r e c e i v e  a 

P e r m a n e n t  F u n d  Dividend. First, the p e r s o n  m u s t  file  an a p p l i c a t i o n  b e t w e e n  

A p r i l  1 and June 30. Second, the p e r s o n  a p p l y i n g  ha s to be a r e s i d e n t  of 

A l a s k a  for at l east the si x co n s e c u t i v e  m o n t h s  b e t w e e n  O c t o b e r  1 and M a r c h  31. 

Third, a p e r s o n  m u s t  be a state r es i d e n t  on  the d a t e  of a pp li cation. Thus, to 

g et  a d iv idend, someone m u s t  be a s tate r e s i d e n t  f o r  m o s t  of the fall and w i n­

ter and still c l a i m  to be a r e s i d e n t  for on e d a y  in the sp ri ng  (AS 4 3 . 2 3 . 0 0 5  

an d 15 A A C  23.625).

T h e r e  ar e two re qui r e m e n t s  f or  some on e to be a state resident. First, the 

p e r s o n  m u s t  h a v e  an intent to rema in  p e r m a n e n t l y  if that p e r s o n  is p h y s i c a l l y  

p r e s e n t  in the state, and m u s t  h a v e  an i n t e n t  to r e t u r n  and r e m a i n  p e r m a n e n t l y  

if the p e r s o n  is abs en t (AS 4 3 . 2 3.0 95  and 15 A A C  23 .6 65(k)). Second, the 

p e r s o n  e i t h e r  m us t  be p h y s i c a l l y  p r e s e n t  in A l a s k a  fo r 90 d ay s  or  m o r e  b e t w e e n  

O c t o b e r  1 an d M a rc h 31 or be ab s e n t  for an a l l o w a b l e  re a s o n  (called an " a l l o w­

able a b s e n c e " ) . T h e  l aw  also requir es  s o m e o n e  to h av e  an a l l o w a b l e  a b s e n c e  if 

h e  or she is absent more than 60 c o n s e c u t i v e  day s f r o m  the s t at e b e t w e e n  

O c t o b e r  1 an d M a r c h  31.
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D e p a r t m e n t  of R e v e n u e  

P e r m a n e n t  Fu n d  D i v i d e n d  D i v i s i o n  

Fis c a l  N o t e  A n a l y s i s  

SB 444 

As of M a r c h  10, 1988

This  l e g i s l a t i o n  w o u l d  r e d u c e  the n u m b e r  of e l i g i b l e  a p p l i c a n t s  for  P e r m a­

ne n t  F u n d  D i v i d e n d s  by a p p r o x i m a t e l y  10 ,00 0 in 1989. A l t h o u g h  an e x a c t  fi g u r e  

is n o t  p o s s i b l e ,  this r e d u c t i o n  in a p p l i c a n t s  w i l l  s e r v e  to i n c r e a s e  future 

P e r m a n e n t  F u n d  D i v id en ds b y  a p p r o x i m a t e l y  $15.

Si nc e p e r s o n s  n o t  fi l i n g  f r o m  o u t - o f - s t a t e  r e p r e s e n t  a s u b s t a n t i a l  p a r t  of the 

D i v i s i o n’s c i v i l  i n v e s t i g a t i o n  effort, an y real r e d u c t i o n  w i l l  res ul t in  some  

d e c r e a s e d  a d m i n i s t r a t i v e  c osts in the F Y  91 b u d g e t  request, all else b e i n g  

equal. So m e  p o r t i o n  of the p o t e n t i a l  s a vi ng s w i l l  be d i r e c t e d  to i n c r e a s i n g  

ou r e f f o r t s  in  cr im i n a l  investi ga ti on,  to r e d u c e  the p o t e n t i a l  fo r f r a u d u l e n t  

filings. See  a t t a c h e d  p o s i t i o n  paper.
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A l l o w a b l e  ab se nc es  thus d r a w  a s harp l i n e  d i v i d i n g  those p e o p l e  w h o  c l a i m  

an i n t e n t  to m a k e  A l a s k a  t h e i r  p e r m a n e n t  home. If s u c h  a p e r s o n  is go n e  f r o m  

A l a s k a  fo r m o s t  of the w i n t e r  o r  gone f o r  al l of the spr i n g  w i t h o u t  an a l l o w­

able absence, that p e r s o n  can no t l e g a l l y  r e c e i v e  that yea r ' s  P e r m a n e n t  F u n d

Div id en d. If a p e r s o n  has  an a l l o w a b l e  a b s e n c e ,  on the o t h e r  hand, that

p e r s o n  m a y  be  gone for all of the w i n t e r  w i n d o w ,  go n u  for all of the spr ing

f i l i n g  p e rio d,  and g one f o r  all of the r e s t  of  the y e a r  —  ye a r  a f t e r  year 

a f t e r  year.

U n d e r  c u r re nt law, there is no flat rul e a g a i n s t  s o m e o n e  co mi ng  to A l a s k a  

for a day, leavi ng  the s t a t e  on an a l l o w a b l e  a bs e n c e ,  and c o l l e c t i n g  P e r m a n e n t  

F u n d  D i v i d e n d s  as long as he  or she r e t a i n s  t h e  a l l o w a b l e  a b s e n c e  w h i l e  n e v e r  

s e t t i n g  foot in the s ta te  again.

A p p r o x i m a t e l y  95 p e r c e n t  of those p e o p l e  r e c e i v i n g  1987 d i v i d e n d s  who 

a p p l i e d  fo r t hem f r o m  o u t s i d e  the s t a t e  als o  c l a i m e d  a l l o w a b l e  absences. H o r e  

tha n $8 m i l l i o n  in d i v i d e n d s  w e n t  to this group.

S B  4 4 4 ' s  A p p r o a c h

If enacted, SB 444 w o u l d  m a k e  s e v e r a l  c h a n g e s  c o n s i s t e n t  w i t h  the d i v i d e n d  

p r o g r a m ' s  p hilosophy. First, the l e g i s l a t i o n  a d d s  to c u r r e n t  l a w  a r e q u i r e­

me n t  that an a p p lic an t be p h y s i c a l l y  p r e s e n t  in A l a s k a  on the d a t e  of a p p l i c a­

tion, w h i c h  can  be a n y t i m e  b e t w e e n  A p r i l  1 a n d  J u n e  30. T h e  bill p r o v i d e s  fo r 

o nl y  n a r r o w  e xc ept io ns  to this requi re me nt : (1) m e d i c a l  tr e a t m e n t  not

a v a i l a b l e  in Alaska; (2) s e r v i c e  in C o n g re ss ; a n d  (3) spous es a nd d e p e n d e n t s  

of these p e o p l e  in (1) an d (2).

A d d i n g  the req u i r e m e n t  of p h y s i c a l  p r e s e n c e  on the date of a p p l i c a t i o n  

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

the p e r s o n  cl aim in g A l a s k a  r e s i d e n c y  w h i l e  l i v i n g  elsewhere. T h e  bil l ' s  

e n a c t m e n t  w o u l d  reflect a l e g i s l a t i v e  p r e s u m p t i o n  tha t the p e r s o n  who  truly 

intends to re tur n and r em a i n  p e r m a n e n t l y  w i l l  r e t a i n  s u f f i c i e n t  ties to the 

s tat e to be p r e s e n t  at l e a s t  on e d a y  d u r i n g  th e t h r e e - m o n t h  f il i n g  period.

This a d d i t i o n a l  r e q u i r e m e n t  w o u l d  also m a k e  s u r e  that P e r m a n e n t  Fund D i v i d e n d  

r e c i p i e n t s  ha v e  not c o m p l e t e l y  lost t o u c h  w i t h  Alask a.

R e q u i r i n g  the a p p l i c a n t  to c e r t i f y  that he o r  she is p h y s i c a l l y  p r e s e n t  on 

the d at e  of a p p l i c a t i o n  is an a d m i n i s t r a t i v e l y  s i m p l e  w a y  of t est in g a 

p e r s o n ' s  int ent  to ret ur n and re m a i n  p e r m a n e n t l y  in Alaska. The  a p p l i c a t i o n  

fo r m  a l r e a d y  requires that an a p p l i c a n t  c e r t i f y  hi s o r  h e r  r e s i d e n c y  on the 

date  of application, and also re qu ir es t hat two o t h e r  p e r s o n s  c e r t i f y  the 

a p p l i c a n t ' s  residency. T h i s  l e g i s l a t i o n  w o u l d  a l l o w  the D e p a r t m e n t  of R e v e n u e  

to re q u i r e  the app li ca nt  and  and these two c e r t i f y i n g  w i t n e s s e s  to att es t to 

the a d d i t i o n a l  simple fact that the a p p l i c a n t  is h e r e  in A l a s k a  the d a t e  he or 

she signs the form. T hi s  r e q u i r e m e n t  of p h y s i c a l  p r e s e n c e  on the date of 

a p p l i c a t i o n  wil l not be an e x c e s s i v e  b u r d e n  on the a p p l i c a n t  as the a p p l i c a n t  

can c h o o s e  any  day of the t h r e e - m o n t h  f il i n g  p e r i o d  (April 1 - J u n e  30) to 
f i l e .

Th i s  r e q u ir em en t will also m a k e  it m o r e  l i k e l y  that d i v i d e n d s  wil l be 

.spent in Alaska. Now, m o r e  than $8 m i l l i o n  in d i v i d e n d s  goes to p e o p l e  who 

apply f r o m  o u ts id e Alaska.
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P u t t i n g  this m o n e y  b a c k  into the s t a t e  h a s  a n o t h e r  benefit. If this b i l l  

p a sse d,  the D e p a r t m e n t  of R e v e n u e  e s t i m a t e s  th a t  in 1989 at least 10, 00 0 f e w e r  

p e o p l e  w i l l  re c e i v e  d i v i d e n d s  than w o u l d  u n d e r  c u r r e n t  law. This  wi l l  

inc r e a s e  the d i v i d e n d  b y  m o r e  than $15 p e r  Al as ka n.

SB  444 also c uts off a l l o w a b l e  a b s e n c e s  a f t e r  five c on s e c u t i v e  y e ars  (with 

the f e w  n a r r o w  e x c e p t i o n s  that a p p l y  to the p h y s i c a l  p r e s e n c e  rule). W h e n  

c o m b i n e d  w i t h  the r e q u i r e m e n t  of p h y s i c a l  p r e s e n c e  w h e n  applying, the eff ect  

of this is to a l l o w  a p e r s o n  to b e  gone  fo r m o s t  of the w i n t e r  fi.ve y ea rs in a 

r o w  w h i l e  b e i n g  p r e s e n t  for  on e d a y  in the s p r i n g  e a c h  year. T h e  f o l l o w i n g  

year, the a p p l i c a n t  w o u l d  h a v e  to r et u r n  to A l a s k a  to s pend m o s t  of the winter .

Fin ally, the p r o p o s e d  l e g i s l a t i o n  e s t a b l i s h e s  c i vi l p e n a l t i e s  f o r  w i l l f u l  

m i s r e p r e s e n t a t i o n ,  g r os s ne g l i g e n c e ,  o r  r e c k l e s s  d i s r e g a r d  of m a t e r i a l  facts 

c o n c e r n i n g  eligibility. C u r r e n t  l a w  a l l o w s  tw o m e t h o d s  of d e a l i n g  w i t h  

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

a v a i l a b l e  a g ain st  all i n d i v i d u a l s  wh o h a v e  r e c e i v e d  d i v i d e n d s  to w h i c h  they 

w e r e  n o t  entitled, w h a t e v e r  t h e i r  s ta te of mind. T h i s  m e t h o d  is the a s s e s s­

ment, an a d m i n i s t r a t i v e  p r o c e d u r e  in w h i c h  the D e p a r t m e n t  of R e v e n u e  a t t e m p t s  

to r e c o v e r  the d i v i d e n d  w h i c h  the i n d i v i d u a l  r e c e i v e d  (AS 4 3 . 2 3 . 0 3 5 ( b ) ) .  The  

o t h e r  m e t h o d  is c r i m i n a l  p r o s e c u t i o n ,  w h i c h  is a i m e d  o n l y  at those w h o  ha v e  

i n t e n t i o n a l l y  engag ed in f r a u d  (the c r i m e  is " u n s w o r n  f a l s i f i c a t i o n "  u n d e r  AS

11.56.210). In te n t  to d e f r a u d  can be d i f f i c u l t  to prove, e s p e c i a l l y  to the 

h i g h  s t a n d a r d  of b e y o n d  a r e a s o n a b l e  d o u b t  r e q u i r e d  by  the c r i m i n a l  law.

T h e  p r o p o s e d  l e g i s l a t i o n  w o u l d  a u t h o r i z e  the D e p a r t m e n t  of R e v e n u e  to s e e k  

civil p e n a l t i e s  w h i c h  c o u l d  e x c e e d  the v a l u e  of the d iv ide nd (s ) w r o n g l y  o b­

tained fo r those w h o  h a v e  e n g a g e d  in u n d e s i r a b l e  b e h a v i o r  short of i n t e n t i o n a l  

fraud. Th e bill w o u l d  e s t a b l i s h  civil fines of up to $5,000 fo r tho se  w h o  are 

f ou nd  to ha v e  e n g a g e d  in w i l l f u l  m i s r e p r e s e n t a t i o n ,  g r os s ne gl ig enc e,  o r  r e c k­

less d i s r e g a r d  of m a t e r i a l  f act s i n v o l v i n g  t h e i r  e l i g i b i l i t y  f or  d iv ide nd s.

The  s t a n d a r d  of pro of  r e q u i r e d  w o u l d  be l o w e r  t ha n  that r eq uir ed  in c r i m i n a l  

p ros ec ut io ns.

Tim i n g  of SB 444

This  bill w o u l d  take e f f e c t  J a n u a r y  1, 1989 and w i l l  have its f irst im pa c t  

on the 1989 di vi d e n d  d i s t r i b u t i o n .  T hi s  is a p p r o p r i a t e ,  b e c a u s e  p r i n t i n g  

d e a d l i n e s  m a k e  it too d i f f i c u l t  to m a k e  the c h a n g e s  in the 1988 d i v i d e n d  

ap p l i c a t i o n  forms w h i c h  w o u l d  be r e q u i r e d  if the c h a n g e s  in the l a w  w e n t  into 
ef fe ct  this year.

I n f o r m a t i o n  a bout the l o o p h o l e s  in the 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 pp ea rs  to be spreading, ho wever, w h i c h  m a k e s  it c r i t i c a l  for the L e g i s l a t u r e  

to p a s s  a bill this s e s s i o n  w h i c h  can  go into e f f e c t  f o r  the 1989 d i v i d e n d  

d is tr ib ut ion . W i t h  the o n e - y e a r  lag b e t w e e n  p a s s a g e  and i m p l e m e n t a t i o n  

ef f e c t i v e l y  forced by  p r i n t i n g  de adl i n e s ,  the L e g i s l a t u r e  mus t  take a c t i o n  

this session, or the e a r l i e s t  d i v i d e n d  d i s t r i b u t i o n  it can  af fe ct  wi l l  be in 
1990.

P a y i n g  d i v id en ds  to the p e o p l e  wh o c l a i m  to be  A l a s k a n s  but h a v e  b e e n  gone 

for y ear s is not w h a t  the p r o g r a m  is all about. W e  b e l i e v e  this b ill is 

n ee d e d  to p r o t e c t  the i n t e g r i t y  of the d i v i d e n d  p ro g r a m .
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CS SB 444 (Finance) (passed the Senate)

F o u r  C l a s s e s  of A l l o w a b l e  A b s e n c e s

A. P e o p l e  wh o h a v e  to co m e  b ^ c k  one d a y  each sp r i n g  b u t  do not  h a v e  to m o v e

b a c k  e v e r y  5 y ears to s p e n d  the winter.

1. C o n g r e s s i o n a l  s p ou se s and dependents.

2. M e d i c a l  cases' s p o u s e s  and  d ependents.

B. P e o p l e  w h o  h a v e  to c om e  b a c k  e v e r y  s i x t h  w i n t e r  to s pen d the w i n t e r  b u t  

d o n ' t  ha v e  to fl y b a c k  for  one  d a y  in the spring.

rJ %
1. A c t i v e  du t y  m i l i t a r y  m e m b e r s .

2. Students.

3. O t h e r  folks the C o m m i s s i o n e r  m a y  let in by  regulation.

C. P e o p l e  who  d on 't  h av e  to do e i t h e r .

1. - M e d i c a l  cases.

2. M e m b e r s  of Congress.

D. E v e r y b o d y  else has to do b o t h .
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MEMORANDUM
85

to: H o n o r a b l e  H u g h  M a l o n e  
C o m m i s s i o n e r  
D e p a r t m e n t

from: P e t e r  B .  F r o e h l i c h
A s s i s t a n t  A t t o r n e y  G e n e r a l

FILE NO-

TEL. NO.: 4 6 5 - 3 6 0 0

subject: P o s s i b l e  H o u s e  f l o o r
a m e n d m e n t s  t o  S B  4 4 4  o n  
e l i g i b i l i t y  f o r  P F D s

State of Alaska
Dep a r tm en t  o f  Law

date: May 5 ,  1988

I t  h a s  c o m e  t o  o u r  a t t e n t i o n  t h a t  t h e r e  m a y  b e  a n
a t t e m p t  t o  a m e n d  SB  4 4 4  o n  t h e  H o u s e  f l o o r ,  b a s e d  o n  a  
d i s t i n c t i o n  i n  m i l i t a r y  l a w  b e t w e e n  ’ ’ d o m i c i l e "  a n d  " r e s i d e n c e " .
We w a n t  t o  i n f o r m  y o u  t h a t  s u c h  a n  a m e n d m e n t  w o u l d  a l m o s t
c e r t a i n l y  b e  c o n s t i t u t i o n a l l y  d e f e c t i v e  b e c a u s e  t h e r e  i s  n o
c o r r e s p o n d i n g  d i s t i n c t i o n  b e t w e e n  t h e s e  t w o  c o n c e p t s  i n  
c o n s t i t u t i o n a l  l a w .

I n  f a c t ,  o n e ’ s  " d o m i c i l e "  o r  " h o m e  o f  r e c o r d "  u n d e r  
m i l i t a r y  l a w  i s  e x a c t l y  t h e  s a m e  a s  o n e ’ s  " r e s i d e n c e "  u n d e r  
c o n s t i t u t i o n a l  l a w  a n d  A l a s k a  l a w .  B o t h  a r e  d e f i n e d  a s  t h e  p l a c e  
w h e r e  o n e  i n t e n d s  t o  m a k e  h i s  o r  h e r  p e r m a n e n t  h o m e ,  o r ,  i n  t h e  
w o r d s  o f  AS 4 3 . 2 3 . 0 9 5 ( 7 ) ,  " t o  r e m a i n  p e r m a n e n t l y " .

A n y  a t t e m p t  t o  a m e n d  SB  4 4 4  b a s e d  o n  s u c h  a  
" d i s t i n c t i o n  w i t h o u t  a  d i f f e r e n c e "  w o u l d  s e r i o u s l y  j e o p a r d i z e  t h e  
c a r e f u l l y  c r a f t e d  c o n s t i t u t i o n a l  b a l a n c e  o f  t h e  b i l l .

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

S o b \
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D a t e  r e f e r r e d :

HOUSE COMMITTEE REPORT
4 / 1 5 / 8 8  F U R T H E R  R E F E R R A L S :  J u d i c i a r y

D A T E : _

T h e  _________ S t a t e  A f f a i r s ______________ C o m m i t t e e  h a s  c o n s i d e r e d  C S S B  4 4 4  ( F i n )

" A n  A c t  r e l a t i n g  t o  e l i g i b i l i t y  f o r  p e r m a n e n t  f u n d  d i v i d e n d s  a n d  p r o v i d i n g  
c i v i l  p e n a l t i e s  f o r  c e r t a i n  c o n d u c t  i n v o l v i n g  p e r m a n e n t  f u n d  d i v i d e n d s ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

RECOMMENDS :
[  ]  r e p l a c e  w i t h )± CS_ C S  Si6  t V ]  t h e  s a m e  t i t l e
[  ] a t t a c h e d !  a m e n d m e n t  ( s )  • \ *' ■ > ' • i !  ̂ ^  a  t i t l e

’V ' ]  d o  p a s s  
[  ] d o  n o t  p a s s
[ ]  n o  r e c o m m e n d a t i o n
[  ]  i n d i v i d u a l  r e c o m m e n d a t i o n s
[  ]  a d d i t i o n a l  r e f e r r a l  t o __________________________t h e  _________  C o m m i t t e e

A D O P T S : [ ] l e t t e r  o f  i n t e n t

ATTACHES  NEW F I S C A L  N O T E ( s ) : 
[ ]  f i s c a l  i m p a c t
[ ]  z e r o  f i s c a l  n o t e
[ ] z e r o  w i t h  a n a l y s i s

[  ] s a m e  a s  p r e v i o u s  f i s c a l  n o t e
p u b l i s h e d  ______________________________

[p><^ s a m e  a s  p r e v i o u s  z e r o  f i s c a l  
n o t e  p u b l i s h e d  Y / (~ ^ / '̂ )r> 

S I G N I N G  OTHER  RECOMMENDAT IONS :


