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ALASKA CREDTtREVIEW

Alaska
Reviewed: rating affirmed

Rationale: Alaska 3 " AA- "rating is affirmed on $660 million of
outstanding general dbligation bonds. The rating reflects the
slate"s continuing dependence on petroleum revenues, the slow
process of stabilization and continuing \olatility of the world ail
market, and the state"s conservative approach to petroleum
revenue projections. Financial performance iscommensurate
with the rating, as evidenced by a good cash and fund balance
position and substantial permanent fund eamings available for
general fund appropriation. Inthe economy, there are signs of
improvement in the secondary industries ol tinber, fishirg, tour—
isn. and mineralr Deb* remains manageable, and isdeclining
as the state continues tomeet capital needs on a pay-as-you-
go besis. Owerall, the state”s economy reflects growth inpopu—
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 itscapital iImprovement pro—
grams. Since the implementation of a debt management policy
in 1983, the state has not issued bonds tomeet infrastructure
requirements, but rather has relied on pay-as-you-go finacing.
Depletion of oil-elated revenues has sharply reduced appropri—
ations to the capital b'dget. These appropriations &l to $337.6
milllion infiscal 1987 #i,,m a high $1.2 billion infiscal 1985, a de—
clire of $904 millicnor 72.8%. The fisal 1988 budget projects
another sharp drop inthe capital appropriation to $100.7 mil—
li, ora 70.2% #ll. State G.0. debt declined from 67% of dl
Alaska public debt in 1972 ©031% in 1982, and 7% in 1986.
Maximum annual debt service on dll bonds is$147.0 millian, due
in 1987. As aurrently structured, debt service requirements will
decrease steadily through 1990 and accelerate through 2000.

Economy: Alaska 3 economic base remains prinarily extrac—
e, withmajor dependence upon ail and gas production, aided
by the supportive Industries of fishirg, tiber, tourism, and min—
erals. In 1986, approximately 86% of state revenues came from
"royalties and taxes paid on state-owned alland gas leases. In

cotract. 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 zincand lead mines. The Red Dog
deposit sestimated at29% of total U_S. deposits and istho
world 8 second largest zinc mine. Tourism contributes signifi—
cattly to the economy, but isnot expected to exceed 1986 lev—
?!s. In 1986, approximately 783,000 visitors spent over $1 bil—
.

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

Finances: Despite price fluctuations inthe world all market, the
state has maintained a good firacial posture. Petroleum reve—
nues account ~approximately 85% of general fund unre—
stricted revenues. Based on forecasted declines inpetroleum
revenues, fisal 1986 ended with an unreserved fund balance
ceficitof $ 196 million. To offset this deficit in fisal 1987,

$427.3 millimwas transferred from the budget reserve fund into
the general fund, making itpossible for the general fund t end
the year with a $ 1.8 million d=ficit. Preliminary figures for fisal

1987.  lhisdependence declined tb 77% and isprojected to be
81% i 1983. Surveys indicatedeclining production leel for
both the Cook Inlet fieldsand the Prudhoe Bay. Crude produc—
tionat Prudhoe Bay isapproximately 560 millionbarrels an—
nually or 1.53 million barrels per day. Total statewide production
isexpected topeak at 1.85million barrels per day and decline
1o 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
resenves, and by production of 222,000 barrels per day from
two new fields. These projects are expected toa, -one and a
hallf to five years to the lileof the Prudhoe Bay field The Alaska
0il & Gas Conservation Commission has estimated the state"s
remaining recoverable reserves to be 6.6 billimbarrels of dil
and 30.9 trillincubic fest of gas. The fishingand timber indus—
triesare dill important contributors to Alaska®s economy . Tola!
revenues to fishermen from catch sold inAlaska for fisal 1986
totaled $885. 6 million compared t $700 million in fisal 1985
and $602.3 millin infisal 1984. In 1986, thewholesale value
of fishproductionwas estimated at $1.7 hilli. While salmon
catches have improved, the seltfish indstry, 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, isnow a year-round enterprise,
due largely todemand for certain products, like surimi, a fish
paste used inthe manufacture of Imitation crab legs. The timber
industry continues to be a significant contributor to the Alaskan
economy; however, itsshare of export eamings has been de—
clining since 1980. Exports of forest products have fallenat an
average annual rate of 10% due to foreign competition and the
strong U.S. dbllar. In 1985, forest product exports from Alaska
totaled $213 nillinor 21% of dl state exports. Given future de—
pletion of ail reserves, some focus of attertion has been shifted
o mirerals 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 lieof the

STANOARO & POOR'S CRECXTWEEK

1988 indicate that as a direct result of a decline inprojected pe —
troleun revenues, a $520 million unreserved fund balance cefi—
dthas been idntified. kincludes a $250 miilion appropriation
from the general fund to the budget reserve fund to assist inoff—
setting the deficit for fiscal 1988. Current information points
increased revenues inSeptember which would eliminate the

need for appropriating the funds, and at the same time minimiz—
ing or conpletely eliminating any dsficit. Otherwise, the state
could access $799 million comprised of permanent fund earn—
ings ($569 millian) and the Raibell Energy Fund ($230 millian) in
available funds to correct the deficit. Permanent fund eamings
and a proposed $1 billimbudget 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 ismirrored in the state™s operating budget for fisal

1988. The total operating budget of $2.1 billion for fiscal 1988 is
$707 million (25.4%) less than fisal 1986, and $294.8 millin
(12.4%) less than fisal 1987. The June 1987 revenue estimate
for fiscals 1987-1989 shows flatgrowth. 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 o the general fund. Total permanent fund assets for 1987
are $8.8 hillio. 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 eamings available for appropria—

tion infisal 1988 vill be approximately $569 million.
Anthony H. Arthur

(212)208-1777



Moodys Credit Report

State of Alaska Manh 17,1987
Comment
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
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Moodys Credit Report

February 27.1987

State Of Alaska

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.I 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 isdue, and April 1, when adebt 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 usefulnessisr. ‘tas
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.

STAMPARP A POORS CREDITWEEK

Alaska copes with volatile oil markets

Alaska continues to be subjected to revenue pressures created
by theworld ail market 3 \dlatility. January 1987 estimates pro—
jected a 62% decline inpetroleum revenues in the fisal year
ending June 30, 1987, which would have led to a $1.06 hilli;m
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 cital, 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 firacial cushion pro—
vided by eamings IromAlaska®s perman-  ;nd. the RA - *
rating isaffimed on the state”s approxt:  aly$656 million in
outstanding general dbligationdebt. V. <er, S&P will continue
o monitor Alaska $ firercial perfom e, due to concerns
over ail market \olatilityand mseffect on the state™s revenue
performance. Iisprojected that 77% of fisal 1987 3 general
fund revenues will come from unrestricted petroleum revenues.

The January 1987 forecast revealed sharp declines inpetro—
leum-related revenues for, fiscals 1987-1989, with concurrent
declines inthe total general fund unrestricted revenues. Major
declines were in the severance taxand royalties. When com—
pared to fisal 1986 actuals, severance tax revenues were esti—
mated todecline 58% infisal 1987, 59% infisal 1988, and
55% infisal 1989. Also versus fisal 1986 3 actials, royalties
were expected to decrease 68% infisal 1987, 54% infisal
1988, and 47% in fisaAl 1989.

As the dil market firmed. March 198V s forecast portrayed a
much better trend. Severance tax revenues are projected o in—
crease 30% for fiscal 1987, 21% for fiscal 1988, and 21% for
fisal 1989. As for royalties, gains are expected tobe 51% in
fisal 1987, 22% infisal 1988, and 18% infisal 1989.

APRIL 13, 1987

Governor Steve Cowper plans to address fisal 1987"°s reve—
nue pressures and eliminate the potential ceficit by restricting
spending, tapping the budget resernve fud, and drawing on per—
manent fund eamings. The stale § firacial plan projects defi—
cits for fiscals 1988-1991, and proposes draws on permanent
fund eamiings during those years o the extent needed after
other revenue enhancement possibilities are gplied. The draws
on the permanent fund range from a high of $368.6 million in fis—
cal 1987 ta low ol $15.5 million in fisal 1991. S&P believes
that the awilability ol the permanent fund*s eamings will provide
a cushion o soften adverse impacts Irom petroleum revenue
declines. Total permanent fund balance is$8.2 hilli, w*"e “he
unencumbered eamings reserve fund from which draws will be
made isprojected tobe $510 ~MMlim

Governor Cowper has submitted to the legislature a fisal
1988 budget which takes into consideration reduction inpetro—
leum-related revenue. The budget, which totals $1.89 hillimand
includes a $1.56 hillimoperating budget, reflects a reduction in
state spending of approximately 26% over the lewel authorized
in fisal 1987 and 34% less than infisal "986. To ensure a
budget thatwould sustain state spending, the governor made
four proposals: reimposition of the state income tx, increased
fees and license costs, suspension of the economic limit factor
affecting o> taxes (a state tax incentive designed to encourage
the all industry to produce marginal fiekks), and use of a portion
of permanent fund eamings. The individal income tax isnot
lilkely to receive early approval

Hyman C. Grossman (212) 208-1752
Viadimir Stadnyk (212) 208-1780
Anthony Arthur (212) 208-1777
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Alaska adjusts to falling olil

k. response lo sharply declining wor Id ail prices, Alaskarecently
reduced revenue projections and will adjust its expenditure lev—
els accordingly. These timely actions are inkeeping with the
state"s conservative approach to dealing with possible fluctia—
tios in itsmain revenue source, aill and gas extraction taxes.
S&P affims the " AA- "ratingon Alaska™s $752.7 million in
outstanding general dbligation debt. The rating isbased on a
continuing strong firacial position, a manageable debt posi—
tim, and an economy that continues to evidence population
growth, employment gains, and maturation inThe trade and ser—
vices sectors. S&P believes that over the next several years,
the awilability of approximately $2 billion of unrestricted funds
will soften the impact on state revenues created by unfavorable
fluctuations inworld all prices. The siluationwill be continuously
monitored w*h j view lo idntifying the longer-term impact on
@Ie%tls operations. (For aalysis on Alaska, see Mar. 3 Credit-

Injanuary 1986, Alaska forecast revenue leels at $3,125
million infiscal 1986, $2,719 million in 1987, and $2,258 millin
in 1988. To reflect lower all prices and declining North Slope

production, projections made inMarch reduce fisal 1986"s rev—
enues by $404 millim, 1987"s by $641 millim, and 1988"s by
$643 million. Despite the auts, Alaska dillwill achieve a surplus
of $280 million infisal 1986. Although current revenue projec—
tias are more conservative than those prepared inJanuary,
slate forecasters acknowledge that the downside risk exceeds
%perceived upside potential given the instebility of the ail

ets.

Included inthe March numbers are favorable adjustments for
the Trans Alaska Pipelire System (TAPS) taniffof approximately
$85 millin, $170 millicn, and $83 million for fisal 1986, 1987,
and 1988, respectively. Fiscal 1986"s revenue projections may
be adjusted again, up t $3,180 million from $2,721 millin, due
t0a $243 millinArco Alaska Irc. settlerent and $216 million in
refunds and legal expenses from the TAPS settlement.

APRIJL 7, 1986 "*

STANQAO 4 FOCF™ S CREDITIEK

prices

Controlling expenditures

Inaddressing the new revenue projections, Governor Bl
Seffield proposed a plan designed to control expenditures In—
temal controls on slate spending for the remainder of fisal
1986 will be tigtened, including a hiring freeze, trael restric—
tias, and contract controls. State employee contracts will be
reopened for negotiation and reexamined to save money and
preserve jas. 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 o local
governments and school districts, and loan programs. The gov—
emor has also proposed the inmediate implementation of a
budget reserve fund, inwhich the fiscal 1986 surplus can be de —
posited lor use to offset the current declr s in revenues. Brtorts
are beingmade  inrease the public$ awareness ol the situa—
tm

The impact of reduced revenues on spending is softened by
awailable and unrestricted cash totaling approximately $2 billin
Of that, $515 milllion iscomposed of a settlement of the Arco
taiffcase, 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 inan
unrestricted account for the Susitna power proiect, which will
not proceed, and a rainy day fund of appioximately $298 millin
infiscal 1986, $284 million in 1987, and $270 million in 1983. A
last resort is the permanent fud, which now totals approxi—
mately $7 hillim, use of which would require a constitutional
change. Projections for this fund are $8.5 billin in fisal 1990
and $16.6 hillian in 2000.

AnthonyH. Arthur

(212)208-1777



STEVE COWPER, GOVERNOR

w A\ ’ o
e 1 ] ow om)l 1 - ‘W. 1Vl r-
J U V_‘] - e REPLY TO:
DEPARTMENT OF LAW 7 1031 W 4th AVENUE
SUITE 200
ANCHORAGE. ALASKA 99501-1994
ofF/cF ofF 77vr.4 TTORNEY GENERAL PHONE: (907) 276-3550
1 IstNATIONAL CENTER
100 CUSHMAN ST.
SUITE 400
March 17, 1988 FAIRBANKS. ALASKA 99701-4679
) ) GY p.0. BOX K-STATE CAPITOL
Hon. Rick Halford, Co-chairman JUNEAU. ALASKA 99811-0300
Senate Finance Committee PHONE: (907) 465-3600
Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Re: Specific authority for ASBA to
finance Anchorage court facility
Dear Senator Halford;

During a meeting of the Senate Finance Committee on
March 16, 1988, you requested our opinion concerning the neces—
sity to obtain specific approval for Alaska State Building Au—
thority (ASBA) involvement*in the Anchorage court facility proj—
ect. AS 18.55.100(d) requires ASBA to receive legislative review
and approval before it may "proceed” with a lease-purchase fi—
nancing under AS 18,55.100(a)(15). The author of this memorandum
offered the opinion that the approval given to the supreme court
in sec. 3, ch. 78, SLA 1984 was adequate to satisfy the review
and approval requirements of AS 18.55.100(d).

We regret that there was not more time to reflect on
the basis for the opinion before it was given orally to the com—
mittee. Upon careful review and consultation with others, we
wish to express substantial reservations concerning the wisdom of
proceeding without specific approval of ASBA as lessor of the
court facility project. Foremost, our reservations are based on
consideration of the reaction of bond counsel and underwriters to
any departures from the review and approval process set out in AS
18.55. Th*ey may balk at giving an unqualified approval for a
project unless a new approval specific to ASBA is granted. Our
concern is also based on the fact that the earlier approval given
for the project in ch. 78, SLA 1984 was enacted before the review
and approval requirement set out in AS 18.55.100(d) was added to
ASBA®"s enabling Act.

The willingness to accept the approval granted in 1984
was based in part on our long-held opinion that a legislative
veto of specific projects violates the separation of powers doc—
trine. It is also significant that the requirement of legisla—
tive review and approval of ASBA projects is the more recent en—
actment. We have successfully maintained in a lawsuit involving
the Alaska State Housing Authority (ASHA), AS?Vs predecessor
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ALASKA STATE SUILOINC AUTHORITY %1\{\3/ INTERNATIONAL airport bo "FIEPhONE i

The Honorable Steve Cowper
Governor

State of Alaska

P.0. ROX A

Juneau, Alaska 99811

Dear Governor Covperj

Please Dbe advised that the Alaska State Building
Authority, by statute, may not finance the construction of the
proposed court facility in Anchorage without specific legislative
authorisation naming the Authority as the efinancial vehicle.
Such authority has been sought in SB 328 and SB 341.

Furthermore, municipal . attempts to finance the
construction of this facility may ba unsuccessful due to the
Authority 3 current statutes preventing transfer of property held
by the Authority at 1less than fair market value. The Alaska
State Building Authority.currently holds title to.a portion of
the property on which tha existing court facility resides.
Amendments . to allow transfer to tha state or n political
subdivision are also included in SB 328 and SB 341.

In conversation with Assistant Attorney General
Baldwin, prior authorization to the court system to proceed with

this project doea not satisfy tha statutory vrequirements 1in
AS 13.55.100(15)(d).

, Sincerely,

ALASKA STATE BUILDING AUTHORITY

Barbara Xorse-Quinn
Executive Director

£ r
0X 100C) MECGPIER W 1 «s6r>,4H

ANCHORAGE ALASKA 99510



STEVE COWPER, GOVERNOR

ELEVENTH FLOOR
DEPARTMENT OF REVENUE STATE OFEICE BUILDING
P.0. BOX SB
TREASLRYDIMSON JUNEAU, ALASKA 99811-0400

April 22, 1988

The Honorable Johne Binkley
Co-Chairman

Senate Finance Committee
Alaska State Legislature
P.0. Box V

Juneau, AK 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 ASBA 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 ASBA does not serve as lessor, either the ASBA 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 ASBA 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 the.

financing (besides ASBA 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, | am unable to advise you.

04.D121H



The Honorable Johne Binkley
Page 2
April 22, 1988

For a better understanding of the possible problems arising
from ASBA"s ownership, | would urge you to contact ASBA"s bond
counsel.

Yours truly,

Milton B. Barker
Deputy Commissioner

MBB/gb
88-109



BUILDING THE PROPOSED COURTHOUSE AMONG ALL ADULTS
BY
POLITICAL AND GENERAL DEMOGRAPHICS, BEHAVIORS AND PERCEPTIONS

ROW PERCENTS
MARCH 11TH THROUGH MARCH 13TH, 1988
SAMPLE SIZE "01; MARGIN OF ERROR - + OR - 4.89%*

T e T R e Fomm +
I I PROPOSED ANCHORAGE I TOTAL 1
I I COURTHOUSE iCOLUMN 1
| 1 IPERCENTI
| + + + -+ |
| I Favor 10pposedlUnde- | I
I 1 | | cided 1 1
e o Fomm Fomm o +
IHOUSE DISTRICT: 1 I I 1 I
LT e e aaeaaas I 22.5*1 61.1*1 16.4*1 4.5*1
18 I 25.5*1 63.7*1 10.8*1 13.7*1
19..... T e e e e i 1 19.1*1 74.9*1 .6.0*1 11.7*1
110 1 21.5*%1 62.8*1 15.7*1 17.5*1
5 I ., I 25.0*1 70.0*1 5.0*1 11.4*1
102 e e I. 23.9*5 72.9*1 3.2*1 7.8*1
113 e 1 16.1*1 67.8*1 16.1*19.2*1
L0 e I 14.8*1 79.8*1 5.4*1 10.2*1
115 I 24.9*1 60.2*1 14.9*1 13.9*1
1 1 I I 1 1
IANCHORAGE STATE SENATE DISTRICTS 1 I I 1 1
ISenate Dist F I 23.2*1 62.9*1 13.9*1 35.7*1
ISenate DiSt G ... oo iii i 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 | .. .. .. oo i I 20.7*1 60.5*1 10.9*1 24.2*1
I I I I I 1
ITOTAL ROW PERCENT I 21.7*1 67.7*1 10.6*1 100.0*1
o Fommm o —— R e o +

HELLENTHAL & ASSOCIATES, INC.



PUTTING THE COURTHOUSE BONDS ON THE BALLOT AMONG ALL ADULTS

BY

POLITICAL AND GENERAL DEMOGRAPHICS, BEHAVIORS AND PERCEPTIONS

ROW PERCENTS

MARCH 11TH THROUGH MARCH 13TH,
e + OR

SAMPLE SIZE W ; MARGIN OF ERROR

1988
- 4.69%

| 1 PUTTING BONDS ON THE 1 TOTAL 1
| 1 NOVEMBER 1988 BALLOT (COLUMN 1
| 1 IPERCENT I
| te
I 1 Favor 10pposedlUnde- | |
| 1 | I cided 1 |
IHOUSE DISTRICT: 1 | 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*1
76.9*1 23.1*1 1 9.2*1
1 91.5%, 6.6%1  2.4*1 10.2*1
94.1*1 4.6*1 1.3*1 13.9*1
t 1 1 1 1 1
IANCHORAGE STATE SENATE DISTRICTS 1 1 1 1 1
1Senate Dist F. .. ... . ... 79.1*1 17.5*1 3.5*1 35.7*1
1Senate DiSt G ...oiooiomeie e 87.0*1 10.0*1 3.0%1 23.2*1
1Senate DiSt H..oooiioe e 76.5*1 17.9*1 5.6*1 17.0*1
(Senate Dist | ... oo, 1 93.0*1 5.2*1 1.8*1 24 2*1
1 } } 1 1 i
ITOTAL ROW PERCENT cie e e e iee e 83.8*1 12.8*1 3.3*1 Too °

HELLENTHAL & ASSOCIATES, INC.
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ANCHORACE COURTHOUSE EXPANSION PROJECT - NEEDS AND SIZING

INTRODUCTION

In FY 1982, the Alaska State Legislature appropriated funds to the Alaska
Court System Tfor land acquisition, planning and design of new court
facilities in Anchorage. The expanded facilities would extend the existing
court facilities in Anchorage across | street and onto the block east of the
existing facilities. The new 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. N

Under 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 May and June. Any 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.

CURRENT SPACE DEFICIT

A. The Anchorage court 1is not currently in a position where it
comfortably fills the existing courthouse facility, or even where it is
now 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, and inefficiencies have been created by the forced splitting
and relocations of departmental units. The result is a cramped
facility which does not adequately serve the public"s needs.

As 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 I, infra), the court examined the Anchorage
court®s needs as they exist at the present, as well as what they may
be in future years. Looking at the known deficiencies in the current
facility and applying established space standards the existing
staffing structure, it was concluded that the Anchorage court is
currently operating in a facility which 1is 115,000 square feet smaller
than it should be to accommodate present needs. Some of the
problems associated with the current facility and this existing deficit
are discussed below.



Jury Assembly

The current jury assembly area in the Anchorage courthouse |Is
located in a windowless area of the courthouse basement. The
court has received numerous complaints from jurors, and there
have been several letters to the editors of local newspapers,
noting that the jury area 1is crowded, depressing and makes
potential jurors Tfeel more like prisoners than citizens who are
appreciated for performing their civic duties. Citizens are
generally subject to personal hardship when they are called for
jury service, and they are given only a nominal payment for
their  services. Current conditions are unpleasant and
unacceptable and only add to the level of discomfort a juror may
already have encountered by 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.

The jury assembly area in the expanded facility will allow for a
more humane treatment of citizens called for jury duty. The
new assembly area is appropriately sized to the number of jurors
who can be expected to be called on most days. The jury area
will contain some quiet working areas for those jurors who are
called for jury service but who wish to read or work while
waiting to be called to a courtroom. The area has been carefully
designed to abut on the court®s training and conference area
to allow for temporary expansion of the jury area on days when
an unusually high number of jurors must be called. The 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.

Judicial Services/Security Corridors and Access/Prisoner
Circulation

During the past several years, there have been several escapes
of prisoners from the Anchorage courthouse. These escapes
have ranged from an incident of a juvenile accomplishing an
escape by crawling up into the air circulation system after
removing a ceiling panel, to a vrecent 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 danger to court

personnel and the public. There can also be no doubt that
escape attempts, when even  temporarily successful, are
extremely costly: a recent escape precipitated an area-wide

mobilization of APD officers and the cordoning off of an entire
neighborhood.

The current court facility in Anchorage is not designed in a
manner which permits adequate isolation of prisoners from
members of the public and court staff. Prisoners must be
transported across open parking lots and through public and



private court areas to be taken to courtrooms for their court
hearings.

The new court building has been carefully designed, through the
use of private and prisoner circulation corridors, to eliminate
contacts, between prisoners and members of the public and court
staff, and to minimize opportunities for escape. From the time
that prisoners are delivered, via a closed sallyport, to the court
complex, they are isolated and transported In secured areas.
The new complex devotes approximately 28,815 square Tfeet to
judicial services, including holding cells and prisoner circulation.
The design was developed with the cooperation and help of
representatives from the Alaska State T"jopers and the
Anchorage Police Department, to insure that law enforcement
needs were met.

The need for secured prisoner circulation in court buildings and
the need Tfor court building design that maximizes prisoner
security has been documented 1in a myriad of sources. See, for
example: Space Management and the Courts Design Handbook by
F. Michael Wong, U.S. Department, of Justice, LEAA, 1972 [Ch
5: Courthouse Security); Court Security - A Manual of
Guidelines and Procedures, National Sheriffs® Association 1978
"(Ch 7: Security Implications in Architecture, and Appendix A,
Court Security Issues, Building Structure); "Courthouse
Security", paper by Sue Johnson and Prakash Yerawadekar for
New York Office of Court Administration, 1S80; Standards
Relating to Trial Courts, American Bar Association Commission on
Standards of Judicial Administration, 1976.

Clerks® Office

The operation of the clerks®™ office has been profoundly affected
by 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, and functions are fragmented. Some
examples of the effects are:

a. The 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 number of locations, since there is
no room for a centralized storage area. Retrieval of files
and other records is thus very difficult and inefficient.

C. Inadequate facilities exist for safeguarding of exhibits.
Only one small vault is available, which 1is used to store
criminal exhibits. . Other exhibits are stored 1in rooms

around the court facility.

d. The small claims department is located on a mezzanine level
which can only be accessed by a staircase. Therefore,



handicapped Individuals cannot access this department like
other citizens, and court staff must leave the department
and walk downstairs to help handicapped persons on small
claims matters.

Law Library

The Anchorage Law Library is the administrative headquarters
for the court system library system and houses the state"s only
major 1legal research collection. Besides serving the judiciary
and legal practitioners, the library Is an important resource for
state and federal agency personnel, businesses, students, pro se
litigants and the general public. While other states generally
have several libraries with substantial legal collections, Alaska
has no law school and no legal collection of any substance in any
of its libraries other than the court system libraries.

Due to current space constraints, the Anchorage Law 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.

The new courthouse would provide the law library with the space
necessary to improve access to current collections, to provide
for the continuing growth of certain collections, and to acquire
additional materials as needed. The expansion of the law library
would also allow for the retention of materials in the more usable
hardcopy format and would reduce the amounts of money spent
on the costly conversion of collections to microfiche.

Courtrooms

The most obvious centra! focusof a courthouse is Its
courtrooms. Although much occurs beyond the courtroom walls,
it is the courtroom which 1is the main arena for court pro—
ceedings, and it is the courtroom which is the mostobvious
symbol of the justice system in the eyes of the public.

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

1/ Standards Relating to Trial Courts, American Bar Association
Commission on Standards of Judicial Administration, 1976.
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Because an insufficient number 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 now
being held in rooms which have been remodeled Into temporary
courtrooms and hearing rooms. These rooms do not provide for
adequate access and egress by the judge, prisoners and members
of the public, and their wuse «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, and between 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 and the
litigants in these situations.

In the expanded facility, adequate numbers of appropriate
courtrooms will be available. These courtrooms will be sized and
modeled following established space standards, which will promote
the goals of the justice system and incorporate reasonable

security safeguards.
Administrative Offices

Since 1980, the administrative offices for the court system have

been located outside of the court building in Anchorage. These
offices currently occupy 12,240 square feet of rental space away
from the court building. The administrative offices were

removed when 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 number 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 and the
purchasing department.

Because cf the close functional relationship between the
administrative offices and the Anchorage court, there is a
constant flow of personnel and equipment between the two
buildings. Many employees make several trips between the two

facilities on any given day. The 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 fronm
courtrooms  about defective recording equipment, which
necessitates many 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.



The expanded facility will provide for <= reconsolidation of the
administrative offices with the Anchorage court. This
reconsolidation will restore the close working relationship
between the now-separated court components and will eliminate
commuting problems.

The suggestion that the court expand into currently existing,
unoccupied commercial space fails to take into consideration the many
and varied special requirements of court facilities. Commercial
buildings do not have space appropriate for courtrooms. Courtrooms
must meet special acoustical and 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 1in 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 be 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.

Even of an expansion into available commercial space were 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.

Movement of files from the court building to court offices several
blocks away would seriously compromise the integrity of the court
system®s files and could result in loss or damage 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.

SIZING AND NEEDS

A.

Determination of Space Needs

In order to develop a plan for the expansion of the Anchorage court
facility, the Alaska Court System hired an internationally recognized
judicial space planning firm to preparea program document, using
space standards and design guidelines specifically developed for the
Alaska Court System 1in a report published in 1976 entitled "Judicial
Facility Standards and Design Guidelines.” These standards were
developed to provide guidelines to beused both 1in renovation of
existing court facilities and construction of new court buildings. The
information in the report was derived from the following sources:



1. Reference books and journals In the field of judicial space
management, Including "The American Courthouse" and "Space
Management and the Courts « Design Handbook.™

2. Interviews with persons functioning at various levels in courts,
court-related departments and law enforcement agencies to verify
functions, work relationships within departments and Interrela—
tionships with other agencies and departments, and spatial and
environmental requirements.

The planning consultants retained have been heavily involved in the
planning and designing of court facilities nationwide, on both the
state and federal levels. The standards developed for the Alaska
Court System correspond to space management concepts used across
the country. These general space standards were applied to the
Information gathered about the Anchorage project, and a program
document was produced detailing both existing space and projected
space needs. This program document was the starting point for the
architect™s design work.

Reaffirmation of Sizfng/Concerns Created by Changes In Alaska"s
Economic Conditiot.s

The initial determination of needs and sizing for the courthouse
expansion was accomplished in 1982. Since 1982, the State of Alaska
has experienced significant changes due to a severe depression of

economic conditions. In light of these changes, the supreme court
reassessed the need for the courthouse expansion project in February
1988. (Detailed information concerning that reassessment process Iis

contained within the "Project Overview" document attached as Appen—
dix A. This "Froject Overview" was provided to the Senate Finance
Committee on February 22.)

One of the factors the supreme court considered was the current
space deficit in the Anchorage courthouse. The existing space deficit
was discussed earlier in this report. The Anchorage courthouse
facility currently is experiencing a space of deficit of 115,000 square
feet. This figure represents space needed to accommodate existing
needs. The 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.

The court also examined economic and population data obtained from
the Institute of Economic and Social Research®"s Alaska Economy and
Housing Market Report dated October 1987. This data was used to
formulate predictions about the court"s future caseload, and the
probable rate of growth which will be experienced by 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, and the reasonable predictions which
could be made based upon that information, the court concluded that
the new facility was still needed to meet the court®s projected needs.



the court®"s growth has lessened during the last two years,

court's workload, as reflected by court Tfilings, has shown a

significant increase since FY 1981, when this project was first envi—

sioned. The following chart summarizes the growth |In trial court
filings from FY 1981 until FY 1987.
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iLASKA COURT SYSTEM

Analysis of Space 1in Anchorage Court
(in square feet)

Total Space Available
Comprised of:
Existing Boney Court Building
Existing District Court Building
Total Space 1in Existing Buildings

Proposed Addition

Total Space Available

Less Non-Court Space Assignments:
Parking
Commercial

District Attorney/Office of Special
Prosecutions

Department of Transportation/Public Facilities

Maintenance Section

State Troopers Judicial Services Section

(including sallyport, holding cells, &

prisoner circulation)

Space Available for Court System Use

Estimated Court System Space Needs 1in 1991

(including the current 115,000 square foot space
deficit and 11,600 square feet of courtroonms,

fully utilized until 2006)

Space Available for Additional Court Systenm
Growth and for Use by Other Justice-Related

Agencies

Facility

149,670
58,085

207 .755
350,000

557.755

51,670

7,500

24,550

4,635

3,735

25,815

not

j<f)l

Space Loss from Demolition of District Court Building

Net Space Available for Additional Court Systen
Growth and for Use by Other Justice-Related

Agencies

557,755

117,905

439,850

328,797

111,053

58,085



ALASKA COURT SYSTEM
ANCHORAGE COURTHOUSE EXPANSION PROJECT

Project Budget

Construction Cost $67,570,000
Construction Contingency 6,652,000
Furnishings and Equipment . . 6,000,000

Construction Administration Costs, including
permits, construction management fees, etc. 4,000,000
Art-in-Public-Places 665,000
Total Project Budget $84,887,000

Repayment of Public Facilities Planning Fund Loan $ 750,000

Project Financing Options

30-year Lease-Revenue Bonds:

Estimated Total Debt Service $229,600,000
Estimated Annual Debt Service (1991-2018)* 8,503,700
Estimated Annual Operations & Maintenance

Costs (1991-2041 estimated life ofbuilding) 1,260,000
Estimated Average Monthly Cost per Square Foot

over Full 50-year Life of Building $1.21
20-year Lease-Revenue Bonds:
Estimated Total Debt Service $178,051,800
Estimated Annual Debt Service (1991-2008)* 10,473,600
Estimated Annual Operations & Maintenance

Costs (1991-2041 estimated life of building 1,260,000
Estimated Average Monthly Cost per Square Foot

over Full 50-year Life of Building $1.03
10-year Lease-Revenue Bonds:
Estimated Total Debt Service $122,363,700
Estimated Annual Debt Service (1991-1998)* 17,480,500
Estimated Annual Operations & Maintenance

Costs (1991-2041 estimated life of building 1,260,000
Estimated Average Monthly Cost per Square Foot

over Full 50-year Life of Building $0.82

*Dept service is not paid during three year construction period.

gropr,.” ">
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By fSCS-iAf© S&AUEH
Daiy News reporter

On March 1,'1962, the state court system put
out ft call to architects. The announcement was
straightforward; Submit a proposal for addi-
tion to tha Anchorage courthouse that would
meet Judicial needs through the year 2010.

The construction cost was estimated at 132
million, the sire 190,009 square feet: and the
date of completion sometime In 1905.

More than six years and 19 million later,
the court system is still far away from turning
the first shovel of earth. Meanwhile, the
project has grown to nearly twice the original

and more than double the first estimated
coat.

a CTTT

ANCHORAGE, ALASKA, MONDAY, MAY 9,1983

E>3 Jo-

Now the money has run out, stop-work
orders have been issued to its consultants, and
Court Administrator Art Snowden has found
himself in the middle of a legislative battle
over another $1.5 million in architect foes be
needs to prepare the project for bid.

| .ate Sunday, lawmakers from both houses
were working to fashion a compromise in
which up to $4 million would be appropriated
to redesign the project down to 250,000 square
feet, a reduction of 190,000 square feet.

Along the way, the court system has Ig-
nored advice from its first earthquake-hazard
consultants to drop the project and it retained
a planner, Michael Wong, whose spiraling fee
schedule required the courts to pay him for

years for the work he completed cm June 23,
1082. The court’s records on. the addition are in
disarray, and the legislative auditor is investi-
gating the project and its consultants at the
request of Sen. Johne Bmldey of Bethel.
Within the past month, as the controversy
over the courthouse has deepened, the court
system fired Wong, while its architect,
McCcal, McDonald of Alaska, has undergone a
change of ownership. Allen McDonald, a cen-
tral figure in the federal investigation into the
payment of kickbacks and bribes in North
Slope Borough construction projects, sold his
BOpercent stake in the firm three weeks ago,
according to the new president, John McCool.
- The'courts, lacking s professional construc-

PRICE 25 CENTS

tion manager on staff for most of the six-year
period, have key documents on the project
scattered in so many locations that finding
contracts or their amendments becomes a
chore.

The "Cle” documenting the architect selec-
tion process is a huge cardboard box mingling
dog-eared records and floor plans for several
projects, with numerous copies of some docu-
ments wad none of others. On Friday, the
court’s deputy administrator, Stephanie Cole,
was asked for a espy of the papers that
authorized a 10 percent raise for Wong in 1904.
To find those documents i4i3 either going to be

339 PagoM , COtIBTHObL&.J
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very easy or very hard," she said. By the en
of thee day, they hadn’t been ioccted.

Kit Duke, an ex-transportation department
architect hired within the past year by the
courts to improve its management of the
proioct, attributed the disarray to the fact
thdt three or four people have held that
responsibility since planning for the addition
began. 'There’s never really been a project
manager," she said. "In this project, the
problem ia a lack of having someone around
who has continuity."

Unlike most other agencies, the court sys-
tem has special legislative authority to bypass
the Department of Transportation and Public
Facilities and its In-house staff of project
managers, architects and engineers, when con-
structing new buildings. Snowden began planl
sing for the courthouse addition in 1931, when
tha legislature appropriated S10 million to
eacquire land and design the building. On Dec.
22, 1981, he signed a contract with Wong,
president of Space Management Consultants
of Seattle and Honolulu, to study the space
needs for the Judiciary in Anchorage.

Wong, an architect and real estate dmloj>
er, had met Snowden at a judicial institute
Aspen, Colo., in the early 197Cs. Snowden was
a court administrator in Maryland, and when
ho came to Alaska a few years later, he hired
V/ong for a series of studies of the Alaska
criminal justice system.

The 1981 contract paid Wong 1 percent of
the construction cost of the building. The
bigger the building, the more Wong would get.
And as the space consultant, Wong would be

advising the court on the building size im

needed. i .
That arrangement has since drawn fire

from legislators, including San. Binkley, the
Bethel Republican, who has argued that Wong
could have a conflict of interest, 3ut Wong, in
an interview, said his fee was fair. "Our fee
for the work we do is fairly minimal," he
said.

Wong’s work was to have been finished by
June 30, 1985 with the completion of the
project, and his faa and tasks were split into
phases. The first phase was the biggest —
producing the space management study —and
w«* worth 55 percent of his total payment. He
turned in his report on June 28, 1982. advising
that 3X5,000 additional square feet of building
would be needed by the year 2005. The courts
accepted tho work, Rnd he was paid $208,250
plus Gxpenc6S, a fee based on a $37,5 million
building.

Wong set to work on his next task as liaison
between the project architects and the court
system, ensuring that the actual building
reflected space needs and contemporary court-
room design. For that, he was to be paid
another 33 percent of hia total fee. Tha
remaining 10 percent was to be paid while he
watched over construction.

Along the way, project costs escalated. In
March, 1983, h« g@t anotthier check for phaco
on» work ho completed the year before, this
time for $88,750. In March of ths following
year, the courts raised hi* fe* from 1 percsmt
to 1.1 percent, than wrota him another check
for the 1982 work, this time for $88,000. In
October 1907, when the project cost was
revised up again, this time to $05 million, he
got an additional $28,220 for tho old study.

Snowden says that Wong was worth the
money, and went beyond the duties in his
confract..hy...assisting...the court system in
resolving unanticipated problems with munic-
ipal regulatory agencies.

With the downturn of the Alaska economy
and the emigration of thousands of people
from Anchorage, Wong was commissioned in
1987 to update his 1982 report for an addition-
al $35,000. His now study trimmed about
20,800 feet from the original apace plan, and
court officials have cut still more, but that
still left a new buildlngwIth roughly the

Art Snswdon tetflfioft fSfil
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Weceng's revised study was ridiculed In Tu-
ne&u earlier this year when legislators dis-
covered that he set aside space for seven
Supreme Court justices, when the state h&a
only five.

In addition, ha planned office space for 58
attorneys general, including 6 assigned to
consumer complaints. Today, there are about
15 attornoys general In Anchorage, with two
handling consumer problems. Wong planned
for 13 attorneys In the Office of Special
Prosecutions and Appeals, which now has a
staff of eight; 30 district attorneys, where the
staff now has 21; 30 public defenders, versus
23 todoy; 13 attorneys and 9 public guardians
in the gfﬂ‘ce of.Rublic.Advocacy, whore today
the numbers are six ana four; and 15 Superior
Court courtrooms and 13 District courtrooms,
where today there are eight Superior Court
judge* and 11 District Court Judge*.

Wong defended his work, saying that the
downturn of the economy is only temporary.

"The Boney Building wns built In the early
70s and was supposed to last 20 yearn, but by
1980, it wai already overcrowded," he said,
referring to th* first courthouse annex. "You
con see there could bo a boom In tha economy
and th_ building which is built for 20 yeans Is
filled up in Just 7 years. Over the next 15
years, if the Alaska economy gets back, and
there’s no reason It shouldn't be, there could
be spurts again."”

In April, the court system terminated his
contract, and Wong agreed that even if ths
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ed In Tu- In fdarch of 1932, whiis Wong was working
uors dis- on his initial study, the court system was
l'or seven selecting an architect. Two officials each from
state has the judiciary and the transportation depart-

ment made up the selection committee, with
ics for 56 Wong acting as a non-voting adviser.

ilffned to Under a standard point system, four of 12
sire about competing firms mado it through tho first
with two  round. According to documents on file in' the
; planned  court system, Harold Wirum & Associates vms
i Special tha first choice, with McCool-McDonald and
ow has a  Associates in socond place. They and the other
*Vhgro the two top firms wore asked to make personal
IS, versus presentations to the committee,

:geligrt%lggj McCool-McDonald offered the committee an
*Superior ~ Optimistic time frame, predicting it could
urtrooms deS|g_n the building in 19 to 22 weeks_, ond
ior Court possibly sooner. By way of experience,

MeCool-McDonala'a chief architect In Alaska,

John McCool, cited the firm’s work with the
| that the  North Slope Borough, and he said the firm
iporary. planned to subcontract the structural design
the early ~ Work to one of its «North Slope partners,

n, but by David CoffmAn.’

he said, At the time of that presentation, according
:ex. YOU {4 federal proaecutors, both firms had begun
-economy - paving kickbacks to tha Influential Juneau
HYears IS opphyist Lewis Dlcchner to' maintain their
next 15 yosition In tha borough. By August of 1982,
pack, and according to a federal indictment of Dischner
iera could 34 can Mathisen, employees of McCool-
McDonald in Seattle were procexsing kick-

nated hia backs from five North Slope contractors to
‘an if the Dbchner and Mathisen. 3y 1984, the payments

Investigation that lo nearing completion, has
denied any wrongdoing. McCooi said th* new
firm created in 1983 that took over the
courthouse project — McCool, McDonald of
Alaska — was separate from the Seattle
company and had nothing to do with its
activities.

However, in documents the Alaska firm
filed with ine state division of corporations in
1986, It said it was affiliated with the Wash-
ington firm, and that the Alaska employees
used tho Washington firm’s profit-sharing
pension fund. In addition, McCooi, McDonald
of Alaska didn't have to go through ths
selection process again to obtain the contract,
as a totally new company might havo had to
do.

How tho courthouse selection .committee
settled on McCool-McDonald U unclear from
the records available. In an interview,-one of
ths committee members, Robert Scott, said he
recalled the committee was deadlocked for
elays over its choics ".like a hung jury." In
desperation, Scott said, they turned to Wong
for his choice, and ho picked McCool-

McDonald.
Scott, who favored Wirum, said he never-
theless approved the result. "I thought tha

selection for tho courthouse was really a good
one. They presented their exhibits, and went
through their oral interviews, and kept their
cool, It get down to a really fine team."”

The courts signed an interim contract with
ths architects, directing them to begin prelimi-
nary work. With the courthouss site In a
potentially hazardous seismic area and <ecure
bedrock too deep to reach, they subcontractad
a gsotechnical survey to the engineering firm
of Harding Lawson Associates.

MV« concluded in writing, in a report that |
co-slgned and put my Alaska registration
number cn, that It’s just not a proper site for
public occupancy where peopls had no choice
to go into ths building or not, end vrhsra there
would ba prisoners incarcerated,"” said Jay
England of Hording Lav/son. "Art Snowden
just did not like our conclusions, so he hired a
consultant from' Stamford who arrived at
somw different conclusions."- ]

The Stamford professor, Karsoh Shah, de-
cided that tho courthouse cite was no riskier a
place to build than other areas around town,
und he and other consultants said tha building
could bo strengthened to withstand the
stresses of a strong quake.

In any event, tha seicmk issue became on*
bf several wars fought on the local battlefield.
The city’s geotechnicsl commission decided
the building shouldn't ba built, then it was
overruled by tho planning and zoning commis-
sion.

In an earlier fight, the planning and zoning
commission ruled out Snowdon’s original
plan, to construct the entire addition on tha
parking lot adjacent to tha courthouse. It said
th* building would have too much bulk, and
th* court system decided to spread new offices
in a smaller building on tho site, and upon a
portion of tha bicck acroso the street to the
cant. That plan, in turn, drew firo from
historical preservationists, who sought to pre-
serve eomo of the structure ton the site.

Ail those battles took time, sending, the
project further and furtherlbehind schedule.
Ana Juit as Wong's fees escalated, jo did
McCcol-MeDonald’a. Their 19H4 contract called
for total fees, including those of sub-consul-
tants, of $536,600. By the time tha contract
wu formally amended to increase thatr fees
to $2.3 million, on May 20, 1987, the firm had
been paid more than $1 million.

Snowden, now in a I8glellativ* battle he
didn’t want, has continded to resist calls to
shrink the project any furfter.

"With a’10 percent decrease in population,
our caseload cuiy dropped 1percent,’ he said.
"If we scale back, we could move into
building that Ij full the day we move In. Tliay
may scais It back for political reasons, but my
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JUNEAU — Tha annual
end-of-seoaion franry lilt tha
legislature Sunday with the
Kooua pud-Senate pulling to-
gether informal agreements
on how to pay for next year’s
state budget.

Business was frequently in-
terrupted for closed-door
meeting*.

Both House Speaker Ben
Oruwandorf and Senate Pres-
ident Jan F&iki said they

e hoped a so-called "adjourn-
ment package" would hold
through the end of the session

rnd ilmrt year's blow-up over
balancing the budget would
not be repeated.

Both presiding officers pre-
dicted a Tuesday adjourn-
ment. The. 120-dsy session
limit requires adjournment
,by midnight Tuesday.

"i think thert'a going to be
a sigh of rahtf ana * failing
Of accomplishment,” said

Grussendorf, D-Sltka.

Tho packRge Includes
agreements between House
and Senate leaders on major
Issues, Include legislative ap-
proval of a $20 miUioh draw
next year from the Railbelt
Energy Fund if it's needed to
plug a deficit.

If the full House and Sen-,
fltte don’t go along with that
ncommenaation, legislators
could find themselves short of
money foretheir budget with
mandatory adjournment star-
ing them in tha faco.

"If Railbelt legislators vote

it down, that will be a
glitch,” Faiks said. Anchor-
age and Fairbanks legislators
have recorded the $223 mil-
lion savings account for ener-
gy projects as their own.
Some say it should be spent
only for Railbelt communities
if it won’t finance energy
development.
*"| think wtt have enough
people who have bought off
on this that It’ll go," Faiks
said, referring to the entire
package.

Gov. Steve Cowper, who
conferred with small groups
of legislators in his office
throughout the day, also pre-
dicted that legislator* would
approv® tho draw from th®
fUllbtlt fund. Some legisla-
tors told him the vot68 were
thwe, Cowper said.

The rest of the adjourn-
ment package includes:

e (living $40 million in ex-
tra aid thl* year to municipal

raments. Both houses
supported it for weeks,
thgugh they've had trouble

a tmur /n r>av /nr It.

* Pulling 530. million in
cash from stateeshorn® loan
programs to help balance the
budget.

» Repealing the budget re-
serve nmd approved at'last
yaaria special sacsion and re-
placing-it with Cowper’s plan
fcr a etafce acience foundation.
Cowper wants W million thh
session and $100 million in
futur* budgat surpluses and
oil tax windfalls- to make
Alaska a world center for
arctic research.

Although it was clear Sun-
day that the adjournment
rush waji on, it wm a dglfof
£ta and starts. Both houses
intamsptod action for closed

meetings of their majority or-.

ganizutions to discusi various
parti of the adjournment
package. Meanwhile, lobby-
ists end members of the pub-
lic mlllod about in the hall for
hour* writing for committee

meetings and floor action to.

begin.

K«p. Kay Brown, D-An-
cborage ana an advocate of
open meetings legislation this
session, walked out of a
House majority caucus m at-
ing when aha felt too much
subitantlv® budget discussion
was gcing cn behind closed
doors. The Sonata majority
met to discuii how big the
capital budget should be and
whether or not the distribu-
tion of money between elec-

tion district* was fair, Faiks
said.

In addition to the closed
majority meetings, legislative
leaders huddled in their of-
fices to discuss fine points of
aomo part# of th# adjourn-
niant package. Democrats

from the Republican- domi-.

anted Senst# majority negoti-
ated with Gruassuaorf and
other leaders of tha Domo-
crat-lod House.

During break* 1In ths
dosod-dcor meetings some of
tho most controversial legisla-
tion of the session cleared
various committee* or re-
ceived attention in other
waya. They include:

m Anchorage oom*» haw¥*.
Houee Judiciary Chairman
John- Sund was working on a
plan that would require the
court system to scale back on
plan* for a 330,000-squar#-foot
addition to the downtown
courthouse. Critic* have ar-
gued that the addition ex-

ceeds the court system's
needs.

* Open meeting*. A pro-
posed constitutional amend-

ment guaranteeing public ac-
cost to debates on legi*latlon
cleared tho Senate Judiciary
Committee and landed In the

Gross tried but failed to con-
vince the committee to Kkill
the amendment. If approved
it got* on this November elec-
tion ballot, i

e Sheffield lei’adifae#- I1*51*'
iiilativ* loaders negotiated

how to put $302,£<¢ la the
budgat to rupay former Gov:
Bill Sheffield legal coat* dur-
ttj 1930 impeachment pro-
ceedings against him. One
plan cttilad, for legislators,
wary of ft public backlash, to
put in a supplemental appro-

priation# bill for this year's
stats budget.

* Guide legislation. The
Hous® Rules Commutes rs-
wrot# a controversial bill on
hunting guides so tSat It
mak« no chftngss on guide

law* for the coming year
while, a twit force studies
conflicts between guides and
outfittnra. The Senate varsion
Of the bir would have given
guides nior® control over the
hunting thit «£** on in their
exclusive guiding areas.
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Economist pracSSots turnaround by end

Tha Attociated Press

*FAIRBANKS - Barring
{mother drastic drop in world
pil prices or a national roces-
elon, Alaska’s economy
should b*gin turning around
by late this year, an econo-
mist says.

Lee 'Gorauch, director of
the University of Alaska’s In-

Hm

stitute of Social and Econom-
ic Research, made the com-
ments Fiiday in a Bpcech to
delegates attending the Alas-
ka Credit Union Lsagus annu-
al meeting.

"e\We’re predicting a modest
Increase in employment be-
ginning toward the end of
this year of 1to 2 percent, or

VTV I-V—: . —m\D> w e

of year

an average of about 1.6 per-
cent a year," Goreuch said.
“If the price of oil raranlna
between $14 and $10 a barrel,
state revMiuci and spending
should stabilise st about $2
billion a year.”

Gomvch sold $1.7 billion of
that would come from a sin-
gle source — the oil industry;.
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Date referred: 4/28/88 FURTHER REFERRALS:

DATE: 7sax-=v J ; 1gFyV
The Judiciary 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."
HBaam ros:
[ replace with \\e= $5 3 L )
[ 1 attached amendment(s) [ 1anew title
[ W do pass
[ ] do not pass

the same title

[ 1 no recommendation
[ ] individual recommendations
[ ] additional referral to the Committee

ADOPTS: ] letter of iIntent

—

ATTACHES MEW FISCAL NOTE(S) :

[ 1 fiscal impact c ] same as previous fTiscal note
C ] zero fiscal note published
[ 1 zero with analysis L same as previous zero Tiscal

note published 1L nKki



July 1

CURRENT
LAW

SB 444:
ADDITIONAL
REQUIREMENTS

HCS SB 444 (State Affairs)
TIGHTENING UP ON ELIGIBILITY REQUIREMENTS
FOR PERMANENT FUND DIVIDENDS

THE PERMANENT FUND DIVIDEND YEAR

WINTER SPRING
RESIDENCY FILING
PERIOD FERIOD
June 30/July 1 October 1 April 1 Jure 30

Requirements- for PFD eligibility

1. Timely application.

2. Intent to make Alaska a permanent home.

3. Physical presence for more than half of the winter or an allowable absence.

Requires physical presence at some time since July 1 of the year two years

previous to the date of application.



How many PFDwere paid?

1986 532000 198/~ 530000

How manyofthese PFDs were
paid to out-of-state addresses?

1986 193900  198/- 2 A0

O fthese PFD s,
how many werepaid
to persons who also
applied from out-of-state?

19869900 198/ 12500



Changes In Permanent Fund Dividends: 1986-87

Gﬁ)vvth

PFDs APPLIED FOR &

. SENT OUTSIDE

30.0% j Growing 26.3 Percent
Per Year
25.0% --
ate PFDs SENT OUTSIDE
20.0% Growing 16.4 Percent
Per Year
W mm

15.0% -
10.0% -
5.0%
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0.0%



*

HCS SB 444

Adds requirement of physical presence at some time between date of
application and July 1 of the year two years previous to the date of
application. This requirement would in effect apply only to applicants
with allowable absences, because all other applicants physically live in
Alaska during the winter residency period.

Establishes civil penalties for misconduct in application for both
applicant and certifying witnesses (intentional fraud still a criminal

offense).

Adds at least $8 million to Alaska economy in 1989.

Increases 1989 Permanent Fund .Dividend by $15 or more.

Effective date: January 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_I7?782_ it wj,Il_go tg 4"i_of all PFDs__if_Ne__dgn”t__pass__this
tilLi*"" (~THIS"TRANSLATES~TO0~Y2~500 ~PFDS "IN~"19 8 7~, OVER 17*] 00~0
PROJECTED IN 1988 AND OVER 23,000 PROJECTED IN 1989. )

Hore than 300 people got PFDs in 1987 Nho haven"t seellL_Alaska_in_five
years.

People are pulling this oil by claiming aiiowabig absences, and
111Q.2ZENZ-ZEWiZZZ-1Zi-Zi2_ 1i4ilLQ. "

IT you have an allouable absence, aii you need to get a PFD is to claim
fo aake Alaska a peraanent hote - we obviously can't X-ray their
heads, so the nunher oi people claiting alienable absences is ballooning.

He need a siapl_e_ rule to solve this problea Nhich applies to ev_er_ybgdy -

this bill does that.

The bill adds one additional requireaent for all those nho clait
allonable absences - ""Have you beenback to Alaska in the past two

years?"

The bill draws a line Ne want to draw - people Nho have ties to Alaska
Nill cote back here at least once intwo years - especially ii their way
is paid by the two dividends they Nill thus be eligible for.

Adding any exceptions to the two-year rule for alienable absences Nill
ultiaately gut the hiiJ.

The two-year rule Tfor aiiowabJe absences Nill be enforced by ciyil
penalties for __ both aoj/Jicantsand the__ two__ certi flingwit nesses

(intentional fraud still a criainal offense).

»

This bill Nill put at_least _t8 aillion in the Alaska econoay in 1989 and
every year after that - this_is_pyer_152 of_the_iapact_of_the_Jobs Bjll.

{Hs bill is expected to increase the 1989 PFD by at least

.
$15 and more in later years
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MEMORANDUM

TO: All Members

FROM: Representative JohnSun(
Representative Mark Boi _
Representative Cliff Davidsd#
Representative Lyman Hoffman<
Representative Curt Menard

SUBJECT: HCS SB 444 (Judiciary) - Permanent Fund Eligibility

DATE: May 5, 1988

We urge you to support this bill without amendment.

Each year, an increasing number of permanent fund dividends
are paid to persons filing from outside the state of Alaska.
Loopholes in the "allowable absence”™ provision allowed 12,500
dividends to be paid to out-of-state filers, up 26% from the year
before.

Also increasing every year is the number of dividends paid to
persons who have not set foot in the state in over five years.

SB 444 does not eliminate allowable absences. It does,
however, add an additional requirement which will demonstrate a
continuing tie to the state of Alaska on the part of filers by
requiring them to be physically present in the state at least once
in the two years prior to filing.

This new requirement will apply to all persons claiming an
allowable absence, without exception. In our opinion, it is
reasonable to expect anyone claiming continuad residency in our
state to return here at least once every two years, whatever the
reason for the allowable absence.

We believe that the House Judiciary Committee Substitute
treats all applicants equally and fairly, and we urge you to



Allowable absences, are exceptions to the rule that to get a Permanent Fund Dividend,
you have to live in Alaska during the October 1 - March 31 residency period.

If somebody has an allowable absence, he can be gone all year, year after year after
year. There are 2,500 people getting Permanent Fund Dividends who apply from outside -

virtually all have allowable absences.

More than 300 people are getting Permanent Fund Dividends who haven’t set foot in

Alaska in more than 5 years.

Under current law, there can be no flat rule stopping someone from coming to Alaska
for one day, leaving on an allowable absence and collecting Permanent Fund Dividends

forever outside of Alaska.
Allowable Absences are:

- Military

- Alaska members ofCongress

- State employees

- Prisoners (bothadultsand minors)

- Spouses and dependents of all those
with allowable absences

Breakdown of 12,500 is:

M ilitary spouses anddependents

- Military members

- Students

- Students’ spouses and dependents
- Miscellaneous

Other Proposed Solutions

It is unconstitutional to limit Permanent

absences only to people who were residents before

It is unfeasible to so. re this problem through
further reliance on enforcement will force

into a joke.

in Permanent Fund Dividend enforcement now —

us to hire more state employees or turn the law

"Picking up the checks in Alaska" — It is

time of receipt of Termanent Fund Dividends.

Frenbrenty with treeptions for droups

- Medical cases
- Alaska Congressionalstaff
- Peace Corps
Catch-all (anybodywhose absence looks
temporary — few get this}
/

50%
25%
10%
10%
5%

Fund Dividends for people on allowable

they became soldiers, students, etc.

tough enforcement: we have 11 people

unconstitutional to require residency at

This bill only works if it applies to everybody.

Filitary

- 30 days of leave each year — they can come here in 2 years.

- Free flights on military transport planes -
Fund Dividends outside first established
in the military.

- Most military people getting Permanent

Alaska residency when chey rotated up here

Students

others.

Medical Cases

- This allowable absence is really for medical

they can come home for free.

Two-year window has two Christmases, one whole summer, and parts of two

care unavailable in Alaska—

for emergency operations—not fpr long-term moves out of the state.

Peace Corps

- Two-year minimum service, although 13 months

55410

Jri a

is average service.



*Q.

*Q.

*Q-

*Q-

Questions and Answers on
HCS SB 444

What are allowable absences?

Allowable absences are statutory and regulatory exceptions to the rule
that people can only get Permanent Fund Dividends if they live in Alaska
during the October 1 - March 31 winter residency period.

If someone has an allowable absence, he or she can be gone from Alaska
"year after year after year."

How many people are using allowable absences?

There were 12,500 people who received Permanent Fund Dividends in 1987
who applied from outside Alaska. Virtually all claimed allowable
absences.

What are the allowable absences?

- Military

- Students

- Medical cases

- Service in Congress from Alaska

- Congressional staff service

- Peace Corps

- Prisoners (both adults and miners)

- Service as state employee

- Anybody whose absence seems temporary ("catch-all")

- Spouses and dependents of anybody with an allowable absence.

Which allowable absences are used the most by people getting Permanent
Fund Dividends outside?

- Military families 50%
- Military members 25%
- Students 10%
- Students * families 10%
- Miscellaneous (mostly "catch-all") 5%

100%

*Q. Are there actually people receiving Permanent Fund Dividends who have not

5441G

set foot in Alaska for more than five years?

Yes. More than 300 people are receiving Permanent Fund Dividends in 1987
whostated on the application form that they have not been to Alaska in
more than five years.



*Q. Is there any flat rule against someone coming to Alaska for one day,
leaving the state on an allowable absence, and collecting Permanent Fund
Dividends for as long as he keeps his allowable absence while never
setting foot in the state again?

A. No, and under current law, no regulation could keep this from happening.
*Q. Could we legally keep people from getting Permanent Fund Dividends while
they were on an allowable absence unless they were residents before they
entered the activity (military, college, etc) which gave them the
allowable absence?
A. No. This wouldbe unconstitutional. Domicile and residence mpan i<
Nsame under i“nstltutionaT”law. There 1is no legal distinction.
*Q. Why not exempt military from the two-year window?
- 30-day leave each year.
- Military transport planes available for free flights back to Alaska.
- Most military people getting Permanent Fund Dividends outside
originally established Alaska residency when they came here in the
military.
*Q. Why not exempt the students from the two-year window?
A. Two years has two Christmases and one whole summer and parts of two
others.
*Q. Why not exempt medical cases?
A. This allowable absence is really for medical care unavailable in
Alaska- for emergency operations—- not for long-term moves out of the
state.

*Q. Why not exempt the Peace Corps?

A. The minimum period of service for the Peace Corps is two years; however,
the average length of service is 13 months.

Three to four weeks of vacation per ye”r with holiday allowance.
*Q. Why not exempt Congressional staff?

A.  Two years 1is long enough for the Congressional staff to be away from the
state without ever visiting.

5441G 9.



*Q.

*Q-

*Q.

5441G

What about the Governor*s Office in D.C.?

They say they will be 0K under this bill.

Why can"t we just handle this problem through tough enforcement and
administration residency rules?

If the current law is not going to be a joke, we would have to spend a
lot of money and add a lot of state employees.

What about a legislative letter of intent saying that people claiming
Permanent Fund Dividends after being out of the state on allowable
absences for more than five years should carry the burden of proving
residency in Alaska?

That is the law today. The Department of Revenue has established a
rebuttable presumption that anyone who has been out of state during the
winter residency period for more than five years is no longer a state
resident. More than 300 people beat that presumption in 1987, and more
will claim it in the future. It will be very expensive to enforce this
regulation effectively.
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Department of Revenue
Permanent Fund Dividend Division
Fiscal Note Analysis
CSCSSB AAA (State Affairs)

As of April 28, 1988

This legislation would reduce the number of eligible applicants for Perma—
nent Fund Dividends by approximately 6,000 in 1989. Although an exa.ct figure
is not possible, this reduction in applicants will serve to increase future
Permanent Fund Dividends by approximately $10.

Since persons now filing from out-of-state represent a substantial part of the
Division®s civil investigation effort, any real reduction will result in some
decreased administrative costs in the FY 91 budget request, all else being
equal. Some portion of the potential savings will be directed to increasing
our efforts in criminal investigation, to reduce the potential for fraudulent
filings. See attached position paper.
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DEPARTMENT OF REVENUE
POSITION PAPER ON
HCS SB 444 (State Affairs)

Introduction

The Department of Revenue supports HCS SB 444 (State Affairs). This bill
tightens up the rules on Permanent Fund Dividend eligibility and makes those
rules easier to enforce. The bill would raise the annual dividend by at least
$15.

HCS SB 444 (State Affairs) would go a long way to reverse a trend allowed
by current law. The number of people receiving Permanent Fund Dividends is
falling, but the number of people receiving Permanent Fund Dividends who apply
from out of state is rapidly increasing.

Approximately 12,500 dividends are now going to people who give out-of-
state addresses when they file. This is more than two percent of all 1987
Permanent Fund Dividends, and represents a 25 percent increase over the figure
for 1986. The Department of Revenue estimates that a minimum of two-thirds of
this group - at least 8,000 people - are gone from the state for more than a
year by the time they receive a dividend. Approximately 300 people are
receiving 1986 and 1987 Permanent Fund Dividends who have not physically
touched Alaska in more than five years.

Loopholes in the Eligibility Requirements for Permanent Fund Dividends

The substantial and growing number of people receiving Permanent Fund
Dividends who apply from outside of Alaska is the product of some loopholes in
the eligibility requirements for Permanent Fund Dividends.

Under current law, there are three requirements for someone to receive a
Permanent Fund Dividend. First, the person must file an application between
April 1 and June 30. Second, the person applying has to be a resident of
Alaska for at least the six consecutive months between October 1 and March 31.
Third, a person must be a state resident on the date of application. Thus, to
get a dividend, someone must be a state resident for most of the fall and win—
ter and still claim to be a resident for one day in the spring (AS 43.23.005
and 15 AAC 23.625).

There are two requirements for someone to be a state resident. First, the
person must have an intent to remain permanently if that person is physically
present in the state, and must have an intent to return and remain permanently
if the person is absent (AS 43.23.095 and 15 AAC 23.665(k)). Second, the
person either must be physically present in Alaska for 90 days or more between
October 1 and March 31 or be absent for an allowable reason (called an "allow—
able absence™). The law also requires someone to have an allowable absence if
he or she is absent more than 60 consecutive days from the state between
October 1 and March 31.
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Allowable absences thus draw a sharp line dividing those people who claim
an intent to make Alaska their permanent home. If such a person is gone fronm
Alaska for most of the winter or gone for all of the spring without an allow—
able absence, thatperson cannot legally receive that year®s Permanent Fund

Dividend. If a personhas an allowable absence, on the other hand, that
person may be gonefor all of the winter window, gone for all of the spring
filing period, and gone for all of the rest of the year - vyear after year

after year.

Under current law, there is no flat rule against someone coming to Alaska
for a day, leaving the state on an allowable absence, and collecting Permanent
Fund Dividends as long as he or she retains the allowable absence while never
setting foot in the state again.

Approximately 95 percent of those people receiving 1987 dividends who
applied for them from outside the state also claimed allowable absences. More
than $8 million in dividends went to this group.

Approach of CS SB 444 (Finance)

The legislation passed by the Senate would add two rules to current law
concerning eligibility for Permanent Fund Dividends. The first additional
rule is that, with several exceptions, applicants must be physically present
the day they apply. Since the legislation does not change the application
period, this would mean that applicants not fitting into the exceptions would
have to be physically present in Alaska each spring for one day.

The exceptions to the physical-presence requirement at the time of
application are:

1. active duty military members;

2. full-time secondary, postsecondary, or vocational students;

3. persons receiving medical treatment that is not available in the state;
4. members of Congress; and

5. any other group that the Commissioner of Revenue may allow by
regulation.

The second additional rule established by CS SB 444 (Finance) 1is that
applicants cannot claim an allowable absence for more than five consecutive
years unless the applicant claims one of four exceptions. This rule means
that after spending five winters in a row outside the state, all applicants
not fitting into one of the exceptions must physically live in Alaska for most
of the sixth winter.
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The four exceptions to the "five-year cutoff" rule are:
1. persons receiving medical treatment that is not available in the state
2. members of Congress;

3. spouses and dependents of persons receiving medical treatment that is
not available in the state; and

4. spouses and dependents of members in Congress.

The effect of these rules and exceptions in CS SB 444 (Finance) is to
create four classes of allowable absences. They are:

A. Persons who have to come back one day each spring but do nothave to
move back after five years away to spend the sixth winter in Alaska.
Included in this class are: (1) Congressional spouses and dependents;
and (2) medical cases®™ spouses and dependents.

B. Persons who have to come back to Alaska after five consecutive years
away to spend the sixth winter in the state but do not have to return
each spring to apply while physically present in the state: (1) active
duty military members; (2) full-time secondary, postsecondary, or
vocational students; and (3) any other persons the Commissioner of
Revenue may allow by regulation.

C. Persons not subject to either rule. Included in this class are:
(1) persors receiving medical treatment that is not available in the
state; and (2) members of Congress.

D. Persons subject to both rules. Persons claiming all other allowable
absences are subject to both rules.

The bill passed by the Senate also establishes civil penalties for
applicants who engage in willful misrepresentation, gross negligence, or
reckless disregard of material facts concerning eligibility.

Approach of HCS SB 444 (State Affairs)

The Smate bill is preferable to current law. The Department of Revenue
favors HCS SB 444 (State Affairs), however, because the Department believes
this bill 1is simpler, more fair, and more stable than the Senate version of
the legislation. In addition, HCS SB 444 (State Affairs) draws a line between
applicants consistent with the dividend program®s philosophy. Finally, HCS SB
444 (State Affairs) will raise the dividend ™y a greater amount than the
Senate bill would.

In contrast to the two additional rules and multiple exceptions contained
in the Senate bill, HCS SB 444 (State Affairs) includes one rule on eligi—
bility. That rule is that any applicant claiming an allowable absence must
also have been physically present in Alaska at some time since July 1 two
years previous to the year of application.

5288G Page 3



Adding this requirement would establish a relatively cosily measured
indicator of the intent held by the person claiming Alaska residency while
living elsewhere. The bill"s enactment would reflect a legislative presump—
tion that the person who truly intends to return and remain permanently will
retain sufficient ties to the state to be present at least one day in two
years. This additional requirement would also make sure that Permanent Fund
Dividend recipients have not completely lost touch with Alaska.

Requiring the applicant to certify that he or she has been physically
present at some time is an administratively simple way of testing a person®s
intent to return and remain permanently in Alaska. The application form
already requires that an applicant certify his or her residency on the date of
application, and also requires that two other persons certify the applicant®s
residency. This legislation would allow the Department of Revenue to require
the applicant and and these two certifying witnesses to attest to the
additional simple fact that the applicant has been in Alaska since July 1 two
years before.

This requirement will make it more likely that dividends will be spent in
Alaska. Now, more than $8 million in dividends goes to people who apply from
outside Alaska.

Putting this money back into the state has another benefit. If this bill
passed, the Department of Revenue estimates that in 1989 at least 10,000 fewer
people will receive dividends than would under current law. This will

increase the dividend by more than $15 per Alaskan.

The proposed legislation also establishes civil penalties for both
applicants and certifying witnesses for willful misrepresentation, gross
negligence, or reckless disregard of material facts concerning eligibility.
Current law allows two methods of dealing with individuals who have wrongly
claimed permanent fund dividends. One method is available against all
individuals who have received dividends to which they were not entitled,
whatever their state of mind. This method is the assessment, an administra-—
tive procedure in which the Department of Revenue attempts to recover the
dividend which the individual received (AS 43.23.035(b)). The other method 1is
criminal prosecution, which is aimed only at those who have intentionally
engaged in fraud (the crime is "unsworn falsification"” under AS 11.56.210).
Intent to defraud can be difficult to prove, especially to the high standard
of beyond a reasonable doubt required by the criminal law.

The proposed legislation would authorize the Department of Revenue to seek
civil penalties which could exceed the value of the dividend(s) wrongly ob—
tained for those who have engaged in undesirable behavior short of intentional
fraud. The bill would establish civil fines of up to $5,000 for those who are
found to have engaged in willful misrepresentation, gross negligence, or reck-—
less disregard of material facts involving their eligibility for dividends.

The standard of proof required would be lower than that required in criminal
prosecutions.
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The civil penalties would apply to such conduct by certifying witnesses as
well as by the applicants. This approach is appropriate given the importance
of the certifications given by the certifying witnesses that the applicant
satisfies all the requirements.

Timing of SB 444

This bill would take effect January 1, 1989 and will have its first impact
on the 1989 dividend distribution. This 1is appropriate, because printing
deadlines make it too difficult to make the changes in the 1988 dividend
application forms which would be required if the changes in the law went into
effect this year.

Information about the loopholes in the Permanent Fund Dividend program
appears to be spreading, however, which makes it critical for the Legislature
to pass a bill this session which can go into effect for the 1989 dividend
distribution. With the one-year lag between passage and implementation
effectively forced by printing deadlines, the Legislature must take action
this session, or the earliest dividend distribution it can affect will be in

1990.

Paying dividends to the people who claim to be Alaskans but have been gone
for years 1is not w! at the program is all about. We believe this bill is
needed to protect the integrity of the dividend program.
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Original sponsors: Hensley, Kerttula,
J P AboocJ gnd Ellas’\ n

IN THE SENATE BY THE JUDICIARYCOMMITTEE j
HOUSE CS FOR CS FOR SENATE BILL NO. 444 (Judiciary)
INTHE LEGISLATURE OF THE STATE OF ALASKA I
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to eligibility for permanent fund
dividends and providing civil penalties for certain j
conduct involving permanentfund dividends; and |
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.23.005(a) is amended to read:

——

(a) An individual is eligible to receive one permanentfund
dividend each year in an amount to be determinedunder AS43.23.025 if!
the individual applies to the department, and if JI'

(1) on the date of application the individual is a state
resident; [AND]

(2) the individual was a state resident for a period of at
least six consecutive months immediately preceding April 1 of the
current dividend year; and JI

(3) the individual has been physically present in the state !
at some time during the period beginning July 1 two years before the
date of application and ending on the date of application.

* Sec. 2. AS 43.23.015(b) is amended to read;

(b) The department shall prescribe and furnish an application!
form for claiming a permanent fund dividend. The application must
contain a statement of eligibility and a certification of residency in
substantially the following form:

| certify that

() | am a state resident on the date of this ap~
-1- HCS CSSB 444(Jud)



plication”™ [AND] | have been a state resident for at
least six months immediately preceding April 1 of the
current dividend year, and | have been physically
present at some time during the period beginning
July 1 two years before the date of application and
ending on the date of this application; or

() (name), the individual on whose behalf | am
applying, is a state resident on the date of this
application, [AND] has been a state resident for at
least six months immediately preceding April 1 of
the current dividend year, and has been physically
present at some time during the period beginning
July 1 two years before the date of application and
ending on the date of this application.

| understand that a false claim of eligibility
[RESIDENCY] to obtain a permanent fund dividend for
myself or for another is a criminal offense” [AND]
that if convicted | will forfeit future [PERMANENT
FUND] dividends”™ and that | must repay all [PERMA-
NENT FUND] dividends that have been paid to me. |
understand that if | wilfully misrepresent, exer-
cise gross negligence, or recklessly disregard a
material fact regarding my eligibility for a perma-
nent fund dividend | will forfeit the dividend, be
subject to a civil fine of up to $5,000, and lose
my eligibility for the next five dividends. | un-

derstand that these penalties are [THIS PENALTY IS]
in addition to any criminal penalties imposed.

HCS CSSB 444(Jud) -9-
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17

191
20
21

22

*

(signature of individual,
parent, guardian, or other

authorized representative)

Sec. 3. AS 43.23.035 is amended by adding a new subsection to reaq:

(c) An individual who, 1in claiming a permanent fund dividend, or
an individual who, 1in certifying another person®s eligibility, wilful-
ly misrepresents, exercises gross negligence, or recklessly disregards
a material fact pertaining to eligibility forfeits the dividend, 1is

subject to a civil fine of up to $5,000, and loses eligibility to
receive the next five dividends following the forfeited dividends.

The commissioner may commence proceedings 1in court to enforce this

subsection.

* Sec. 4. This Act takes effect January 1, 1989.
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Original sponsors: Hensley, Kerttula,
Abood and Eliason
IN THE SENATE BY THE JUDICIARY COMMITTEE

HOUSE CS FOR CS FOR SENATE BILL NO. 444 (Judiciary)
IN THE LEGISLATURE OF THE STATS OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "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."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.23.005(a) is amended to read:

(a) An individual is eligible to receive one permanent fund
dividend each year in an amount to be determined under AS 43.23.025 if
the individual applies to the department, and if

(1) on the date of application the individual is a state
resident; [AND]

(2) the individual was a state resident for a period of at
least six consecutive months immediately' preceding April 1 of the
current dividend year; and

(3) the individual has been physically present in the state
at some time during the period beginning July 1 two years before the
date of application and ending on the date of application.

* Sec. 2. AS 43.23.015(b) is amended to read:

(b) The department shall prescribe and furnish an application
form for claiming a permanent fund dividend. The application must
contain a statement of eligibility and a certification of residency in
substantially the following form:

| certify that

() | am a state resident on the date of this ap-
1 HCS CSSB444(Jud)
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plication™ [AND] | have been a state resident for at
least six months immediately preceding April 1 of the
current dividend year, and | have been physically
present at some time during the period beginning
July 1 two years before the date of application and
ending on the date of this application; or

() (name), the individual on whose behalf | am
applying, is a state resident on the date of this
application, [AND] has been a state resident for at
least six months immediately preceding April 1 of
the current dividend year, and has been physically
present at some time during the period beginning
July 1 two years before the date of application and
ending on the date of this application.

| understand that a false claim of eligibility
[RESIDENCY] to obtain a permanent fund dividend for
myself or for another is a criminal offense”™ [AND]
that if convicted | will forfeit future [PERMANENT
FUND] dividends” and that | must repay all [PERMA-
NENT FUND] dividends that have been paid to me. ¥
understand that if | wilfully misrepresent, exer-
cise gross negligence, or recklessly disregard a
material fact regarding my eligibility for a perma-
nent fund dividend | will forfeit the dividend, be
subject to a civil fine of up to $5,000, and lose
my eligibility for the next five dividends. | un-
derstand that these penalties are [THIS PENALTY IS]

in addition to any criminal penalties imposed.
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10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

WORK DRAFT WORK DRAFT WORK DRAET

(signature of individual,
parent, guardian, or other

authorized representative)

* Sec. 3. AS A3.23.035 is amended by adding a new subsection to read:

(c) An individual who, in claiming a permanent fund dividend,
an individual who, in certifying another person's eligibility, wilful-
ly misrepresents, exercises gross negligence, or recklessly disregards
a material fact pertaining to eligibility forfeits the dividend, s
subject to a civil fine of up to $5,000, and loses eligibility to
receive the next five dividends following the forfeited dividends.
The commissioner may commence proceedings in court to enforce this

subsection.

* Sec. 4. This Act takes effect January 1, 1989,
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Amendment #1

Page 1, lines 22 - 26.
Delete all material after:

"ending on the date of application.”



AMENDMENT

Offered in the HOUSE By Grueriberg
TO: HCS CSSB 444(State Affairs)

Page 1, line 21:
Delete "two"

Insert "three"

Page 1, lines 22 - 26:

eletc";/in thig/paragranH” "physical®*present" g~kns being pb~sic”IIV
present mn /che stge, or, not physically presep”™ absent/*nly/foilsq/-
vijlce in longres™ or service as a y/taff person /to a mejimer o the Alaska
felegaffion tc/Congresn A / A j

Insert ", unless traveling to the state would have been an extreme

hardship"

Page 2, line 7, after "and":
Insert ", unless traveling to the state would have been an extreme

hardship,"

Page 2, line 8;
Delete "as defined in AS 43.23.005(a)(3)"

Page 2, line 9
Delete "two"
Insert “three"
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Cook

Page 2, line 16, after "and":
Insert ", unless traveling to the state would have been an extreme

hardship,"

Page 2, line 1T7:
Delete "as defined in AS A3,23.005(a)(3)"

Page 2r line 18;
Delete "two"

Insert "three"

"2~ 4129188



LETTER OF INTENT

for HCS SB 444 (State Affairs)
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Official Business Pouch V

State Capitol
Juneau, Alaska 99811

M EMORANDUM

TO: House State Affairs Committee
FROM: Representf££\veFran Ulmer, Chair
House StaterlAffairs
DATE: April 25, 1988
RE: House Committee Substitute for SB 444 (SA) Work Draft

The proposed State Affairs Committee Substitute for SB 444
accomplishes the following according to the Department of
Revenue:
Permanent Fund Dividend Eligibility
- Reguires that an applicant be physically present at some time
in the two years before application. Individuals would have
to indicate their intention of making Alaska their permanent
home and have an allowable absence.

- Imposes civil penalties on reckless certifying of witnesses.
Intentional fraud will remain a criminal offense.

Advantages
- Administratively simpler and more stable.

- Dividend amount increases.



LETTER OF INTENT

for HCS SB 444 (State Affairs)

It is the intent of the Legislature that the Department of Revenue
scrutinize with particular care all applications for Permanent Fund Dividends
from those who claim allowable absences for more than five consecutive years.-
It is the further intent of the Legislature that the burden of proof shall

rest on such an applicant to prove he or she is still a state resident.

5447G



DEPARTMENT OF REVENUE
POSITION PAPER ON
SB A44

Introduction

The Department of Revenue supports SB 444. This bill tightens up the
rules on Permanent Fund Dividend eligibility and makes those rules easier to
enforce. The bill would raise the annual dividend by at least $15, and
carries a zero fiscal note.

SB 444 would go a long way to reverse a trend allowed by current law.
Both the state population and the number of people receiving Permanent Fund
Dividends are falling. But the number of people receiving Permanent Fund
Dividends who apply from out of state is rapidly increasing.

More than 12,000 dividends are now going to people who give out-of-state
addresses when they file. This is more than two percent of all 1987 Permanent
Fund Dividends., and represents a 25 percent increase over the figure for 1986.
The Department of Revenue estimates that a minimum of two-thirds of this
group - at least 8,000 people - are gone from the state for more than a year
by the time they receive a dividend. Approximately 300 people are receiving
1986 and 1987 Permanent Fund Dividends who have not physically touched Alaska

in more than five years.

Loopholes in the Eligibility Requirements for Permanent Fund Dividends

The substantial and growing number of people receiving Permanent Fund
Dividends who apply from outside of Alaska is the product of some loopholes 1in
the eligibility requirements for Permanent Fund Dividends.

Under current law, there are three requirements for someone to receive a
Permanent Fund Dividend. First, the person must file an application between
April 1 and June 30. Second, the person applying has to be a resident of
Alaska for at least the six consecutive months between October 1 and March 21.
Third, a person must be a state resident on the date of application. Thus, to
get a dividend, someone must be a state resident for most of the fall and win-—
ter and still claim to be a resident for one day in the spring (AS 43.23.005
and 15 AAC 23.625).

There are two requirements for someone to be a state resident. First, the
person must have an intent to remain permanently if that person is physically
present in the state, and must have an intent to return and remain permanently
if the person is absent (AS 43.23.095 and 15 AAC 23.665(k)). Second, the
person either must be physically present in Alaska for 90 days or more between
October 1 and March 31 or be absent for an allowable reason (called an "allow—
able absence™). The law also requires someone to have an allowable absence if
he or she 1is absent more than 60 consecutive days from the state between
October 1 and Harch 31.
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Department of Revenue
Permanent Fund Dividend Division
Fiscal Note Analysis
SB 444
As of March 10, 1988

This legislation would reduce the number of eligible applicants for Perma—
nent Fund Dividends by approximately 10,000 in 1989. Although an exact figure
is not possible, this reduction in applicants will serve to increase future
Permanent Fund Dividends by approximately $15.

Since persons not filing from out-of-state represent a substantial part of the
Division®s civil investigation effort, any real reduction will result in some
decreased administrative costs in the FY 91 budget request, all else being
equal. Some portion of the potential savings will be directed to increasing
our efforts in criminal investigation, to reduce the potential for fraudulent
filings. See attached position paper.

5297G



Allowable absences thus draw a sharp line dividing those people who claim
an intent to make Alaska their permanent home. If such a person is gone from
Alaska for most of the winter or gone for all of the spring without an allow—
able absence, thatperson cannot legally receive that year®s Permanent Fund
Dividend. If a personhas an allowable absence, on the other hand, that
person may be gonefor all of the winter window, gone for all of the spring
filing period, and gone for all of the rest of the year - year after year
after year.

Under current law, there is no flat rule against someone coming to Alaska
for a day, leaving the state on an allowable absence, and collecting Permanent
Fund Dividends as long as he or she retains the allowable absence while never
setting foot in the state again.

Approximately 95 percent of those people receiving 1987 dividends who
applied for them from outside the state also claimed allowable absences. More
than $8 million in dividends went to this group.

If enacted, SB 444 would make several changes consistent with the dividend
program®s philosophy. First, the legislation adds to current law a require—
ment that an applicant be physically present in Alaska on the date of applica—
tion, which can be anytime between April 1 and June 30. The bill provides for
only narrow exceptions to this requirement: (1) modical treatment not
available in Alaska; (2) service in Congress; and (3) spouses and dependents
of these people in (1) and (2).

Adding the requirement of physical presence on the date of application
would establish a relatively easily measured indicator of the intent held by
the person claiming Alaska residency while living elsewhere. The bill"s
enactment would reflect a legislative presumption that the person who truly
intends to return and remain permanently will retain sufficient ties to the
state to be present at least one day during the three-month filing period.
This additional requirement would also make sure that Permanent Fund Dividend
recipients have not completely .lost touch with Alaska.

Requiring the applicant to certify that he or she is physically present on
the date of application is an administratively simple way of testing a
person®s intent to return and remain permanently in Alaska. The application
form already requires that an applicant certify his or her residency on the
date of application, and also requires that two other persons certify the
applicant™ residency. This legislation would allov the Department of Revenue
to require the applicant and and these two certifying witnesses to attest to
the additional simple fact that the applicant is here in Alaska the date he or
she signs the form. This requirement of physical presence on the date of
application will not be an excessive burden on the applicant as the applicant
can choose any day of the three-month filing period (April 1 - June 30) to
file.

This requirement will also make it more likely that dividends will be
.spent in Alaska. Now, more than $8 million in dividends goes to people who
apply from outside Alaska.
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Putting this money back into the state has another benefit. If this bill
passed, the Department of Revenue estimates that in 1989 at least 10,000 fewer
people will receive dividends than would under current law. This will
increase the dividend by more than $15 per Alaskan.

SB 444 also cuts off allowable absences after five consecutive years (with
the few narrow exceptions that apply to the physical presence rule). When
combined with the requirement of physical presence when applying, the effect
of this is to allow a person to be gone for most of the winter five years in a
row while being present for one day in the spring each year. The following
year, the applicant would have to return to Alaska to spend most of the winter.

Finally, the proposed legislation establishes civil penalties for willful
misrepresentation, gross negligence, or reckless disregard of material facts
concerning eligibility. Current law allows two methods of dealing with
individuals who have wrongly claimed permanent fund dividends. One method is
available against all individuals who have received dividends to which they
were not entitled, whatever their state of mind. This method is the assess-

ment, an administrative procedure in which the Department of Revenue attempts
to recover the dividend which the individual received (AS 43.23.035(b)). The
other method is criminal prosecution, which is aimed only at those who have
intentionally engaged in fraud (the crime is "unsworn falsification” under AS
11.56.210). Intent to defraud can be difficult to prove, especially to the
high standard of beyond a reasonable doubt required by the criminal law.

The proposed legislation would authorize the Department of Revenue to seek

civil penalties which could exceed the value of the dividend(s) wrongly ob-
tained for those who have engaged in undesirable behavior short of intentional
fraud. The bill would establish civil fines of up to $5,000 for those who are

found to have engaged in willful misrepresentation, gross negligence, or reck-
less disregard of material facts involving their eligibility for dividends.
The standard of proof required would be lower than that required in criminal
prosecutions.

Timing of SB 444

This bill would take effect January 1, 1989 and will have its first impact
on the 1989 dividend distribution. This is appropriate, because printing
deadlines make it too difficult to make tha changes in the 1988 dividend
application forms which would be required if the changes in the law went into
effect this year.

Information about the loopholes in the Permanent Fund Dividend program
appears to be spreading, however, which makes it critical for the Legislature

to pass a bill this session which can go into effect for the 1989 dividend
distribution. With the one-year lag between passage and implementation
effectively forced by printing deadlines, the Legislature must take action
this session, or the earliest dividend distribution it can affect will be in
1990.

Paying dividends to the people who claim to be Alaskans but have been gone
for years is not what the program is all about. We believe this bill is
needed to protect the integrity of the dividend program.
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How manyPFDs ncdd?

1986532000 198/-530000

How many ofthese PFDs were
vaid to out-of-state addresses?

1986 1930  198/-22,/00

O fthese PFD s,
how many werepaid
to persons who also
applied from out-of=state-

1986 9900 198/~ 12300



Changes In Permanent Fund Dividends: 1986-87
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CS SB 444 (Finance) (passed the Senate)
Four Classes of Allowable Absences

A. People who have to come back one day each spring but do not have to move
back every 5 years to spend the winter.

1. Congressional spo®”es and dependents.
2. Medical cases®" spouses and dependents.
B. People who have to come back every sixth winter to spend the winter but

don"t have to fly back for one day in the spring.

1. Active duty military m<nbers.
2. Students.
3. Other folks the Commissioner may let in by regulation.

«

C. People who don ™ have to do either.
1. -Medical cases.

2. Members of Congress.

D. Everybody else has to do both.

5432G



HCS SB 444 (State Affairs)
TIGHTENING UP ON ELIGIBILITY REQUIREMENTS
FOR PERMANENT FUND DIVIDENDS

THE PERMANENT FUND DIVIDEND YEAR

June 30/July 1 October 1 April 1 June 30
Requirements- for PFD eligibility
1. Timely application.
2. Intent to make Alaska a permanent home.
3. Physical presence for more than half of the winter or an allowable absence.

Requires physical presence at some time since July 1 of the year two years
previous to the date of application.



HCS SB 444

Adds requirement of physical presence at some time between date of
application and July 1 of the year two years previous to the date of
application. This requirement would in effect apply only to applicants
with allowable absences, because all other applicants physically live in
Alaska during the winter residency period.

* Establishes civil penalties for misconduct in application for both
applicant and certifying witnesses (intentional fraud still a criminal
offense).

* Adds at least $8 million to Alaska economy in 1989.

Increases 1989 Permanent Fund Dividend by $15 or more.

* Effective date: January 1, 1989.

5253G



state or ALASKA BILL VERSION: CS SB 444 (Fin)

1988 LEGISLATIVE SESSION PUBLISH DATE: SErOA-rE- v4/1? . /R f
(j* P FISCAL NOTE
REQUEST
Revision D ate: Agency A ffected: Revenue
Title: An Act relating to eligibility BRU: Permanent Fund Dividend Division
for permanent fund dividends
Sponsor: Hensley. Kerttula, Abood et.al. Components: Permanent Fund Dividend
Division

Requestor:

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1FY 8 1FY 8 1FY 90 1FY 91 1FY 92 1 FY 93
OPERATING 1 | | | | 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- | -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- | -0- 1 -0- | -0-
GRANTS, CLAIMS 1 -0- 1 -0- 1 -0- 1 -0- 1 -0- | -0-
MISCELLANEOUS | -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: (Thousands of Dollars)
|  GENERAL FUND | -0- | -0- 1 -0- 1 -0- 1 -0- | -0-
| FEDERAL FUNDS i -0- | -0- 1 -0- 1 -0- 1 -0- | -0-
| OTHER | -0- | -0- ¢ -0- 1 -0- 1 -0- | -0-
1 TOTAL 1 -0- | -0- 1 -0- 1 -0- 1 -0- | -0-
POSITIONS:
| FULL-TIME | -0- | —— 3 -0- 1 -0- 1 -0- | -0-
I PART-TIME I -0- 1 -0- -0- 1 -0- -0- | -0-
I TEMPORARY ' -0- | -0- 1 -0- 1 -0- | -0- | -0-
ANALYSIS: Please
Prepared By: Phone: 465-2323
Division: D ate: March 10. 1988
Approved by Commissioner: Date: / Ipld>* cP

Agency:

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
O ffice of Management and Budget :
Impacted Agency(ies) page 1 of
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Date referred: 4/15/88 FURTHER REFERRALS: Judiciary
DATE: XtF*
The State Affairs Committee has considered CSSB 444 (Fin)

"An Act relating to eligibility for permanent fund dividends and_yroviding
civil penalties for certain conduct involving permanent fund dividends; and

providing for an effective date.’

RECOMMENDS: ;o
[ ] replace with <CS s& y n [ f] [V] the same title
[ ] attached' amendment(s) -l ' - o £ -3 a new title

Jx**]  do pass

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations
[

] additional referral to the Committee
ADOPTS: [ ] ' letter of intent
ATTACHES NEW FISCAL NOTE(s):
[ ] fiscal impact [ ] same as previous fiscal note
[ ] zero fiscal note published
[ ] zero with analysis same as previous zerc fiscal

note published v /q
SIGNING OTHER RECOMMENDATIONS



Rep Hark Boyer
Alaska State Legislature

Dear Representative Boyer:

As both a resident of this great state of Alaska and as an officer in the Air Force 1 aa
deeply concerned about the way the Peraanent Fund ia being aisused by being sent to many
members in the military coaaunity vho are not in reality Alaska State residents.

Currently permanent fund divident checks vill not be mailed out of state to any civilians vi
claim residency but can be sent to members of the armed services vho have been living out o:
state for up to 5 years. I don"t think this practice is fair to the civilian sector of our
state. I personally knov of several air force families vho have been stationed here for a
short period of time and nov have been moved elsevhere vho continue receiving dividend chec)
for each member of the family. Most of these have no intention of ever returning to Alaska.
In fact many of these didn"t vant to come here to begin vith, hated Alaska, did not live o:
base, and did not shov any desire to live here any longer than necessary. Hovever since the
could receive dividend checks by claiming residency they did so and are nov using those
checks to help support the economy of the states vhere they are nov living until their 5
years are up. Tvo families 1 knov are receiving yearly dividend checks vho have perchased
homes in other states vhere they nov live. Neither chose to live off base vhile here in
Alaska. One of these families is receiving 6 dividend checks a year to help make their houf
payments. There is something really vrong vith a system that allovs thia to occur.

To remedy this very unjust "system | suggest ve make the folloving changes to the vay our
Permanent Fund is distributed.

#1. Domicile requirements should be the same for both civilians and military alike. If
someone is living out of state he should not receive a peraanent fund check.-. A possible
exception to this rule sight be for a soldier vho gets sent to a remote assignment and
his/her family remains here in Alaska.

#2_ If #1 ia felt unacceptable at the very least in order to get a permanent fund check
mailed to him out of state a soldier must be able to shov some permanent roots established b
ovning a home here in Alaska.

#3. All members of the same household should be required to claim Alaskan residency in orde
to qualify for a dividend check. It is not uncommon for the military vage earner to retain
his home state residency status vhile his nonvorking vife and children all claim Alaska
residency. By doing this vhen he returns to his home state he still retains his residency
status should he decide to go back to school. Also if he is enlisted he can get overseas

pay - On the other hand all his dependants continue getting their yearly dividend checks
although they aren"t really planning on staying behind vhen he leaves.

Neither the USAF or USA publish data on vhat percent of the military vho continue to claim
Alaska residency and their peraanent fund checks ever return to the state permanently
(because it vould make them look bad). I aa sure it is quite common hovever because 1| knov
many in my section alone vho fit into that category.

Please look into this regrettably inequitable situation during your busy current legislative

session and do vhat correcting you feel is necessary. All resident of our great State need
to be treated equally and fairly vhether civilian or military. Alaska®"s State Government 1is
responsible to the residents and the economy of Alaska alone. It should not be funding the

economy of the other 49 states because someone living there just happened to be stationed

here in Alaska in the past.
I vould love to hear your reply if you ever have time in your busy schedule.

Sincerely

Capt. Paul H. Rasmussen
3361 Fernvood Ave
North Pole, AK 99705



DEPARTMENT OF REVENUE
POSITION PAPER ON
SB 444

Introduction

The Department of Revenue supports SB 444. This bill tightens up the
rules on Permanent Fund Dividend eligibility and makes those rules easier to
enforce. The bill would raise the annual dividend by at least $15, and
carries a zero fiscal note.

SB 444 would go a long way to reverse a trend allowed by current law.
Both the state population and the number of people receiving Permanent Fund
Dividends are falling. But the number of people receiving Permanent Fund
Dividends who apply from out of state is rapidly increasing.

Hore than 12,000 dividends are now going to people who give out-of-state
addresses when they file. This is more than two percent of all 1987 Permanent
Fund Dividends, and represents a 25 percent increase over the figure for 1986.
The Department of Revenue estimates that a minimum of two-thirds of this
group - at least 8,000 people - are gone from the state for more than a year
by the time they receive a dividend. Approximately 300 people are receiving
1986 and 1987 Permanent Fund Dividends who have not physically touched Alaska
in more than five years.

Loopholes in the Eligibility Requirements for Permanent Fund Dividends

The substantial and growing number of people receiving Permanent Fund
Dividends who apply from outside of Alaska is the product of some loopholes in
the eligibility requirements for Permanent Fund Dividends.

Under current law, there are three requirements for someone to receive a
Permanent Fund Dividend. First, the person must file an application between
April 1 and June 30. Second, the person applying has to be a resident of
Alaska for at least the six consecutive months between October 1 and March 31.
Third, a person must be a state resident on the date of application. Thus, to
get a dividend, someone must be a state resident for most of the fall and win—
ter and still claim to be a resident for one day in the spring (AS 43.23.005
and 15 AAC 23.625).

There are two requirements for someone to be a state resident. First, the
person must have an intent to remain permanently if that person is physically
present in the state, and must have an intent to return and remain permanently
if the person is absent (AS 43.23.095 and 15 AAC 23.665(k)). Second, the
person either must be physically present in Alaska for 90 days or more between
October 1 and March 31 or be absent for an allowable reason (called an "allow—
able absence™). The law also requires someone to have an allowable absence if
he or she 1is absent more than 60 consecutive days from the state between
October 1 and March 31.

5288G Page 1



Department of Revenue
Permanent Fund Dividend Division
Fiscal Note Analysis
SB 444
As of March 10, 1988

This legislation would reduce the number of eligible applicants for Perma—
nent Fund Dividends by approximately 10,000 in 1989. Although an exact figure
is not possible, this reduction in applicants will serve to increase future
Permanent Fund Dividends by approximately $15.

Since persons not filing from out-of-state represent a substantial part of the
Division™ civil investigation effort, any real reduction will result in some
decreased administrative costs in the FY 91 budget request, all else being
equal. Some portion of the potential savings will be directed to increasing
our efforts in criminal investigation, to reduce the potential for fraudulent
filings. See attached position paper.

5297G



Allowable absences thus draw a sharp line dividing those people who claim
an intent to make Alaska their permanent home. IT such a person is gone from
Alaska for most of the winter or gone for all of the spring without an allow—
able absence, thatperson cannot legally receive that year®"s Permanent Fund

Dividend. If a personhas an allowable absence, on the other hand, that
person may be gonefor all of the winter window, gonu for all of the spring
filing period, and gone for all of the rest of the year - year after year

after year.

Under current law, there is no flat rule against someone coming to Alaska
for a day, leaving the state on an allowable absence, and collecting Permanent
Fund Dividends as long as he or she retains the allowable absence while never
setting foot in the state again.

Approximately 95 percent of those people receiving 1987 dividends who
applied for them from outside the state also claimed allowable absences. Hore
than $8 million in dividends went to this group.

If enacted, SB 444 would make several changes consistent with the dividend
program®s philosophy. First, the legislation adds to current law a require—
ment that an applicant be physically present in Alaska on the date of applica—
tion, which can be anytime between April 1 and June 30. The bill provides for
only narrow exceptions to this requirement: (1) medical treatment not
available in Alaska; (2) service in Congress; and (3) spouses and dependents
of these people in (1) and (2).

Adding the requirement of physical presence on the date of application
would establish a relatively easily measured indicator of the intent held by
the person claiming Alaska residency while living elsewhere. The bill"s
enactment would reflect a legislative presumption that the person who truly
intends to return and remain permanently will retain sufficient ties to the
state to be present at least one day during the three-month filing period.
This additional requirement would also make sure that Permanent Fund Dividend
recipients have not completely lost touch with Alaska.

Requiring the applicant to certify that he or she is physically present on
the date of application is an administratively simple way of testing a
person®s intent to return and remain permanently 1in Alaska. The application
form already requires that an applicant certify his or her residency on the
date of application, and also requires that two other persons certify the
applicant®s residency. This legislation would allow the Department of Revenue
to require the applicant and and these two certifying witnesses to attest to
the additional simple fact that the applicant is here in Alaska the date he or
she signs the form. This requirement of physical presence on the date of
application will not be an excessive burden on the applicant as the applicant
can choose any day of the three-month filing period (April 1 - June 30) to
file.

This requirement will also make it more likely that dividends will be
.spent in Alaska. Now, more than $8 million in dividends goes to people who
apply from outside Alaska.

5288G Page 2



Putting this money back into the state has another benefit. If this bill
passed, the Department of Revenue estimates that in 1989 at least 10,000 fewer
people will receive dividends than would under current law. This will
increase the dividend by more than $15 per Alaskan.

SB 444 also cuts off allowable absences after five consecutive years (with
the few narrow exceptions that apply to the physical presence rule). When
combined with the requirement of physical presence when applying, the effect
of this is to allow a person to be gone for most of the winter fi.ve years in a
row while being present for one day in the spring each year. The following
year, the applicant would have to return to Alaska to spend most of the winter.

Finally, the proposed legislation establishes civil penalties for willful
misrepresentation, gross negligence, or reckless disregard of material facts
concerning eligibility. Current law allows two methods of dealing with
individuals who have wrongly claimed permanent fund dividends. One method 1is
available against all individuals who have received dividends to which they
were not entitled, whatever their state of mind. This method is the assess—
ment, an administrative procedure in which the Department of Revenue attempts
to recover the dividend which the individual received (AS 43.23.035(b)). The
other method is criminal prosecution, which is aimed only at those who have
intentionally engaged in fraud (the crime is "unsworn falsification” under AS
11.56.210). Intent to defraud can be difficult to prove, especially to the
high standard of beyond a reasonable doubt required by the criminal law.

The proposed legislation would authorize the Department of Revenue to seek
civil penalties which could exceed the value of the dividend(s) wrongly ob—
tained for those who have engaged in undesirable behavior short of intentional
fraud. The bill would establish civil fines of up to $5,000 for those who are
found to have engaged in willful misrepresentation, gross negligence, or reck—
less disregard of material facts involving their eligibility for dividends.

The standard of proof required would be lower than that required in criminal
prosecutions.

Timing of SB 444

This bill would take effect January 1, 1989 and will have its first impact
on the 1989 dividend distribution. This 1is appropriate, because printing
deadlines make it too difficult to make the changes 1in the 1988 dividend
application forms which would be required if the changes in the law went into
effect this year.

Information about the loopholes in the Permanent Fund Dividend program
appears to be spreading, however, which makes it critical for the Legislature
to pass a bill this session which can go into effect for the 1989 dividend
distribution. With the one-year lag between passage and implementation
effectively forced by printing deadlines, the Legislature must take action
this session, or the earliest dividend distribution it can affect will be 1in
1990.

Paying dividends to the people who claim to be Alaskans but have been gone
for years 1is not what the program is all about. We believe this bill is
needed to protect the integrity of the dividend program.

5288G Page 3



CS SB 444 (Finance) (passed the Senate)
Four Classes of Allowable Absences

A. People who have to come b~ck one day each spring but do not have to move
back every 5 years to spend the winter.

1. Congressional spouses and dependents.
2. Medical cases”™ spouses and dependents.
B. People who have to come back every sixth winter to spend the winter but
don"t have to fly back for one day in the spring.
rJ %
1. Active duty military members.
2. Students.
3. Other folks the Commissioner may let in byregulation.

C. People who don"t have to do either.
1. -Medical cases.

2. Members of Congress.

D. Everybody else has to do both.
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NVEVICRANDUM State of Alaska

Department of Law

to. Honorable Hugh Malone dae: May 95, 1988
Commissioner
Department ALENG
TEL N 465-3600

subject: Possible House floor
amendments to SB 444 on
eligibility for PFDs

from Peter B. Froehlich
Assistant Attorney General

It has come to ourattention that there may Dbe an
attempt to amend SB 444 on the House floor, based on a
distinction in military law between "domicile" and "residence".
We  wantto inform you thatsuch an amendment would almost
certainly be constitutionally defective because there is no
corresponding distinction  between these two concepts in
constitutional law.

. In fact, one's “"domicile” or "home of record" under
military law is exactly the same as one's "residence" wunder
constitutional law and Alaska law. Both are defined as the place
where one intends to make his or her permanent home, or, in the
words of AS 43.23.095(7), "to remain permanently"”.

o ~Any attempt to amend SB 444 based on such a
“distinction without a difference” would seriously jeopardize the
carefully crafted constitutional balance of the bill,

_ ~ Please let us know if we car. provide any further
information or assistance on this bill.

y 'Vio' Mk < i-w P
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HOUSE COMMITTEE REPORT

(7)

Date referred: 4/15/88 FURTHER REFERRALS: Judiciary
DATE: _
The State Affairs Committee has considered CSSB 444 (Fin)

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

RECOMMENDS:

[ ] replace with J)*CS_ CS Sib tV] the same title

[ ] attached! amendment(s) o\ =* m> e Ina N 3 title
V'] do pass

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations
[

] additional referral to the Committee
ADOPTS: [] letter of intent
ATTACHES NEW FISCAL NOTE(s):
[ ] fiscal impact [ ] same as previous fiscal note
[ ] zero fiscal note published
[ ] zero with analysis [p><” same as previous zero fiscal

note published Y7 "M
SIGNING OTHER RECOMMENDATIONS:



