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From the perspective of the prosecutor: There was adequate
grounds fcr a charge in .this case.- The victim wants bo give her'
partner another choree and. dees not want anything on his record.
The defendant's attorney contacts the prosecutor with informa-
tion that she \rantS charges dismissed. A fter prosecutor refuses
to dismiss charges, a motion is filed with a signed statement
from the victim requesting dismissal of the charges based on the
ccmpremised r -ached between the defendant and the victim .
Further investigation is ordered to determine the history of the
relationship (restraining orders, arrests, police reports, child
abuse reports, corpletion 0t comseling or other conditions on
previous convictions or deferred prosecution cases, review of
medical history of victim fcr unropcrted abuse incidents, etc.).
A second interview with victim is schaduJed to determine her
level of understanding of the implications of her decision.

If she still wants to have the civil compromise and the
prosecutor believes there has been past violence or future
violence is inevitable, the preparation for a trial is begun.
Subpeonas are served fcr necessary witnesses and evidence. A
trial date is requested and preparation is made to cross examine
the victim about her ability to predict future violence. This
preparation includes the need to bring out the level of victim i-
zation of the victim while not alienating her from seeking help
from the criminal justice system in the future.

The expert: witness is prepared to explain to tha court the
research available concerning the occurrence and reoccurrence of
domestic violence, the characteristics of victims and offenders,
the viability of an alleged offender voluntarily successfully
completing treatment and positively charging his pattern of
violence. Generally the trial is at least 3-4 hours

From tha perspective of the expert witness: |Is this different
rramtimes when victims called to drop charges when the
criminal justice system believed domestic violence tc be a
private matter best settled by the cwo individuals without
interference or monitoring by the court? Are the victim and

her partner going to interpret the court's granting of a civil
compromise as approval for this incident to reoccur since it
carried no punishment or admonition? Is the alleged offender
the type of person who w ill continue in counseling voluntarily
and iot drop out within a few months? Is the incident in this
case a one time incident or.a elimination c¢f a pattern of psy-
chological, sexual, and/or physical abuse? Do the individuals
in tlie couple/family speak iidependently or is there an existing
pattern of victimization that forces the victim to take responsi-
bility for the alleged offender s needs and actions? What is the
probability c¢f the victim to assess danger in the relationship
and call for assistance in the ifuture? [If there are children in
the heme, vtiat effect has/ w ill thi3 have on them? To what
degree do other problems in the heme impact the probability of
future violence; e.g. substance abuse, mental illness, finances,
family c.r social support, etc.?
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From I\ public rolicy perspective: In th.2 past six years, there
has been a'serious effort to change law enforcement and cr.jniral
justice response to domestic violence. Based on research ‘diat
has bee.\ coripletsd, there is good'reason to relieve that when
demesti-. violence is made public the first few times it occurs ,
the individuals are less likely to continue in an escalating
violence pattern.

I't .is not likely that the average battering partner w ill undergo
and complete counseling voluntarily. The use of a fairly lengthy
suspended ja il term has been the most effective-in screening

and motivating individuals'to utilize existing counseling or
communioy/self help resources.

Arrest in domestic violence cases does not appear to be a su ffi-
cient deterrent. Arrest often needs to be combined with a
realistic threat cf jail or actual jail time, lengthy nonitoring
to ensure lack of reoffense, and rehabilitation of behaviors that
culminate in abuse. The Use of fines has no: been as effective
sires it generally penalizes the victim and the children and not
just the offender. The'use of deferred prosecution also
penalizes the victim by requiring,her continued cooperation in
testifying about her partner's behavior, leaving her open-to
further intimidation until the deferred time is over.

A victim, of fihuse who dees not clearly hear from all resources
that the .huse is not her fau™t and is not to be tolerated, will
generally not leave the abusive relationship until the violence
reader?the severity of risking her life or the lives of tha
children. By that time, the need for counseling for the entire
family is so great that government w ill need# to subsidize the
majority" of the cost (either through actual counseling services,
or support services such as welfare, medical payouts, foster
care, special education for the children, and/or jail)

Since the public policy'goal in intervention in domestic violence
cases is to step tlie violence rut its earliest discernible onset,
the use cf a civil compromise clefeats this purpose. A civil
compromise states clearly that the first time is net serious and
should not be considered part of a pattern. This reinforces the
partners to continue viewing the violence”™ private concern that
can best be handled in their cv.n heme. It reassures the alleged
offender that his behavior understandable and acceptable. It
restates for the victim that'~cverreacted”since the judge now
accepts a premise as a remedy for the berm done to her. It does
nothing to stop the impression cm the children that nothing w ill
happen tc- vcu if you use violence,in the heme to get what you
want,

It is unfortunate that by the time law enforcement and prose-
cutors have screened a datestic violence case, the event is net
likely to be insignificant. The only advantage to this practice
is that by the time 'the system idoes intervene, it is clear that
tlie situation is cut of the control of the individuals involved.



In crder 10 restore the order, 'there is a current practice of
offering first tine offenders" an alternative sentence of 60-90
days of suspended jail time, with perhaps a few to serve or
credit for serving the day of the arrest, as long as ha
completes mandatory coinseling or a ccurc approved renabilitati.cn
effort arc has no similar violation for ona year. 'This provides
the offender with a methcd fcr2changing his behavior with little
nega'C—?ugpsct from a criminal record. The victim has an cppor
tunic/ to see if the violence w ill step befere she has to erri"the
relationship. Each member cf tlie family is made aware of the
seriousness of the violence and where tc receive counseling or
self help support. If the victim wishes, the family remains
intact as long as there is no rtjocxourrence of violence. There

is a hold cn the offender that :Ls not dependent of the victim
having to testify about the details of the original incident.
Should rehabilitation not be successful and society needs to be
protected from this offender, the suspended ja il time can be
reimpcsed.

This appears to be a successful method of intervening in the
violence while still offering tlie individuals a cliance to repair
their lives/relationship with little present or future cost to
the fa:lily and ego"."ernment.
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House Majority Leader {9
COMMTTEES T e

HE %ﬁ, l%%gON y
M A
C JI: Representative Max F. Gruenberg, Jr. % o R

District 11
Spenard, Upper Midtown Anchorage

MEMORANDUM
April 3, 1987

TO: Senator Jay Kerttula
Chair wpPk 6/987

Senate Judiciary Committee
FROM: Max F. Gruenberg, Jr.

RE: HB 139, An Act relating/to the jurisdiction of the
superior and district courts: judicial
disqualification, disciplinary actions, and
impeachment; the procedure for judicial retirement due
to incapacity or disability; proceedings before
magistrates; and amending Rule 16(a), Alaska District
Court Rules of Civil Procedure.™

I would appreciate it if you would schedule a hearing on HB
139mas soon as it 1is possible™. — - m

HB 139 passed the House unanimously. HB 139 grew out of a
bill which passed out of Senate Judiciary ne. r the end of last
session as HB 516. HB 516 provided a procedure for the
impeachment of court of appeals judges and district court
judges and the disqualification of judges for cause.

Hb 139 incorporates HB 516, with some technical changes
suggested by legal counsel. At the request of the court
system, | have also added a number of other provisions, which
increase the jurisdiction of district courts, give magistrates
explicit authority to handle violations, and clarify the law
regarding judicial retirement.

HB 139 was amended in House Judiciary to require that public
reprimands of judicial officers are put in the voting
pamphlet. It was also amended to allow the preemptory
challenge of a judge in small claims court.

IT you have any questions, please contact my legislative
assistant, Mark Handley, x3718. Thank you very much.
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CONTINUATION of FISCAL NOTE ANALYSIS SILLIET

For Bill/Reiolutlon No. _cshb UOflIfess)

The statute changes included in House Pill 140 will have no fiscal impact on the
Department of Corrections but will increase the level of service provided to
those offenders supervised by the Parole Board. Changes that were made to the
Parole Board law during 1985 have extended supervision requirements to include
many misdemeanants and minor non-violent felony offenders. With the limited
resources of the Parole Board, it would be better to concentrate on the more
serious offenders.

Sections 1 and 2:

The effect of the amendments to AS 33.16.010(a) and AS 33.16.010(c) will be to
eliminate mandatory parole for persons sentenced to terms of imprisonment of 181
days tc 2 years. Mandatory parole places an offender under the supervision of
the Parole Board for the amount of good time earned while incarcerated.

Anyone sentenced to 2 years or more of imprisonment will continue to serve a
term of mandatory parole under the supervision of the Parole Board.

At any one t"”e, there are around 140 offenders who were sentenced to terms of
imprisonment of HIJ to 2 years and are on mandatory parole. This represents
one-third of the Parole Board"s total caseload.

They are offenders convicted of misdemeanors or minor Tfelony offenses. The
state will be better served by allowing the Parole Board to concentrate its
limited resources on the more serious offenders.

Section 3:

Under its current policies, the Parole Board is not releasing Class A felons
until they hav: served at least one-third of the period of confinement imposed.
This amendment will not increase the amount of time currently being served by
Class A felons, but will bring the law into line with current practice.

Sections 4 and 5;

These sections amend the methods that the Parole Board may use to release an
offender to the jurisdiction of the field Probation/Parole staff. These methods
may be used when a parolee had demonstrated good behavior and adjusted to
supervision.

For a discretionary parolee, the Parole Board will have the authority to release
an offender to a period of probation after the successful completion of two
years of parole. If the discretionary parolee has no court imposed probation to
follow, he will remain under the supervision of the Parole 8oard for the Tfull
term of his sentence.

For a mandatory parolee, the Parole Board will have the authority to release the
offender to the term of probation imposed by the courts as long as this term of
probation is equal to or exceeds the period of mandatory parole.



CONTINUATION of FISCAL NOTE ANALYSIS
For Bill/Resolution Nn. -gSHB .140(Hess)

These changes will allow for more flexible treatment of offenders who are doing
well on parole by enabling transfer to field probation supervision. They will
allow the Parole Board to concentrate on more serious, at-risk offenders.

Sections 6 - 8 :

These sections amend the definitions in AS 33 to agree with the changes made in
Sections 1 through 5.

Section 9:

This amendment will allow mandatory parolees with probation sentences to follow
to serve the mandatory parole and probation time concurrently.

The current population is serving an average of 6 months on mandatory parole
followed by 3 years on probation supervision. This change in the statutes will
reduce the period of supervision from a total of 3.5 years ti 3.0 years. The
savings are estimated at: 2,500 clients x .5 years x $1,898/year, $2,372,500
over three years or $790,800 per year. These estimates are based on an average
field supervision cost of $5.20 per day. The savings in staff time will allow
the field probation staff to concentrate on clients needing supervision and
newly assigned cases.



/7

AR

STATE

REQUEST
Revlsi on Oate:
Title: . "An Act

relating to parole."

Swackhammer ....
House HESS

Sponsor: Rep.

Requestor:

EXPENOITURES/REVENUES: (Thousands of

OPF.RAT INC FYy 87 FY 88

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EOUIPMENT

LAND L STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0

CAPITAL 0 0

REVENUE

FUND INC:: (Thousands of Dollars)
GENERAL FUNDS 0 0
FEDERAL FUNDS
OTHER
TOTAL

POSITIONS:
FULL-TIME 0 0
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page

No fiscal impact 1is anticipated.

c:

*
Prepared by: Francis C. Allan
Division: Alaska State Troopers

Y, o

Approved by Cjmmissioner: William R. Nix “

Agency: Pub 1ic Safety

Distribution (by preparer):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget
Impacted Agency(ies)

Senate Secretary

Agency Affected:
BRU:

Components:

Dollars)
FY 89

If necessary)

OF ALASKA <987 LEGISLATIVE SESSION
FISCAL NOTE

CSHB 140(Hess)
HOUSE 3/11/87

Public barety

Bill
Publish Date:

Version:

Alaska State Troopers

Detachments & CIB

FY 90 FY 91 FY 92
0 0 0
0 0 0
0 n 0
0 0 0
Phone: 269-5691
Date: 2/23/87
-s"1 "
tl.'X  oate: X/.y SVb™)
page 1 oF 1



TITLE: "An Act relating to parole." CONTACT: Maj. Walter J. Gilmour

Acting Director
Alaska State Troopers
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SUMMARY OF MANDATORY PAROLE BILL

Mandatory parole is the supervision time a misdemeanor or
felony offender must complete immediately after being released
from incarceration. The supervised time is determined by the
amount of good time an inmate earns during incarceration.

181 days is the current minimum for mandatory parole
eligibility. Under the new bill being submitted, this
eligibility would be increased to a minimum of two years as
outlined in Sections 1 and 2. This would decrease the parole
work load by an an estimated 130 cases at the current time.
This in turn allows the probation/parole officer to devote
more time to the long term offender who, as statistics show,
require more supervision. The majority of short term
offenders falls under probation guidelines, therefore, there
is no need for double supervision as there 1is under current
statute. It should also be pointed out that the misdemeanor
offender was not intended to be supervised by the parole
board, as is currently the case.

Section 3 of the current statute allows certain Class A felons
discretionary parole after serving only 1/4 of the sentence.
Under the proposed bill, those particular Class A felons are

eligible after 1/3 of the sentence. This was the parole
board®s original 1intent and the intent of the 1985 legislature
as noted on page 4 of the House Journal Supplement whichis

found in che miscellaneous section of this packet.

Sections 4 and 5 amend the methods that the Parole Boardmay
use to release a parolee to probation. In the event an

offender is released to discretionary parole, the Parole Board

may release the offender to serve court ordered probation time
after successful completion of two years of parole. A

mandatory parolee may be released to serve probation as long

as the term of probation and the period of suspended

imprisonment each equal or exceed the mandatory parole period.

In the proposed bill, Section 6 defines mandatory parole and
Section 7 defines parolee. Section 8 amends the definitions
to comply with the changes made in sections 1 through 5.

In the event both mandatory parole supervision and
probationary supervision are required upon release, section 9
allows for the mandatory parole time and the probation time to
be served concurrently.
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BILL NO: HB 140 DATE: March 3, 1987

TITLE: "An Act relating to parole." rnv-ACT. Maj”~ ~a]ter Gilmour
Acting Director
Alaska State Troopers

This bill does not impact the Department of Public Safety.
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POSITION PAPER

DPARTMENT OF CORRECTIONS

BILL: H.B. 140 DATE: March 9, 1987

TITLE: "An Act relating to Parole"” CONTACT: Samuel H. Trivette
Executive Director
Parole Board

This Administration support- House Bill #140. The primary purpose of the
bill is to adjust the parcie statutes to eliminate duplication and ensure
the supervision of more serious prisoners upon release from jail.

Since statehood, prisoners sentenced to serve two years or longer have been
placed on mandatory parole supervision. The prisoners must follow standard
and special parole conditions the same as prisoners released on parole by
the Parole Board. Rehabilitative and other counseling services are made
available and behavior is monitored by parole officers. Most other states
and the federal government have mandatory parole laws similar to this law.

This bill would eliminate supervision only on misdemeanants and short-term
felony offenders. A great majority of these short-term felony offenders
will be on probation supervision. This allows the Parole Board and parole
officers to concentrate resources on the more serious offenders. Therefore,
this bill will result in very few prisoners being release without
supervision. Most would be misdemeanants. And clearly 99= of the
presumptively-sentenced offenders would be on mandatory parole supervsion,
taking care of the more serious cases.

The bill allows the merging of mandatory parole and probation cases when the
probation period exceeds the mandatory parole period. Again, the purpose is
to minimize the duplication of Parole Board and Correction"s staff time
spent on supervising the same offender for the court system and Parole
Board.

Finally, the bill clarifies parole eligibility on class A felons. When
House Bill 141 passed in 1985, the commentary at page four was contradictory
on whether eligibility would be at one-third or one-fourth of the sentence.
The testimony in committee and on the House floor was eligibility would be
one-fourth only for class B felony, class C felony and misdemeanants. This
bill conforms to that intent.

ML

Susan Humphrey-Barnett <3
Commissioner



POSITION PAPER
HB 140

The Alaska Public Defender Agency and the Office of Public Advocacy are
totally reactive agencies which provide representation to indigent
persons when appointed by the court. These agencies do not make policy
nor do they initiate litigation. Only proposed legislation with fiscal
or program ramifications for these agencies can be said to have a direct
agency impact. Thus, the Public Defender Agency and Office of Public
Advocacy submit position papers for legislation which will affect these
agencies Tiscally or programatically or will require these agencies to
litigate constitutional issues raised by the legislation.

Fiscal impact: X None See attached fiscal note
Program impact: X None See analysis below__
Constitutional impact: X None See analysis below___
Other: Legislative request See analysis below X

This bill will streamline the current system of mandatory parole,
particularly by clarifying that a probationary period may run
concurrently with a period of mandatory parole. Judges often set
precise conditions of probation which they expect an offender to follow
once he or she is released from prison. Under current law, most
prisoners serve a period of mandatory release parole prior to starting
their probationary term, thus creating the potential for a "limbo"
period prior to the commencement of formal court probation and its
attendant conditions. This bill further limits the necessity of
mandatory parole to those prisoners who have sentences of"more than two
years, thus obviating the need for expensive supervision for the least
serious offenders. All of these changes will streamline the mandatory
parole system and free the time of overburdened parole officers to
supervise the more serious offenders.

Section 3, which deals with discretionary parole, is somewhat
problematical. Currently, those persons who are convicted of
unclassified felonies may not be eligible for discretionary parole until
they have served one third of their sentence. This provision ensures
that a person serving a lengthy sentence for First or Second Degree
Murder will not be released prior to serving at least one third of their
term of imprisonment. All other offenses allow parole eligibility at
the discretion of the parole board after service of one fourth of a

sentence.

Section 3 of this bill adds Class A offenses to the list of crimes
requiring service of at least one third of the sentence prior to
discretionary parole rather than one fourth. Although persons convicted
of Class A felonies are normally not eligible for discretionary parole
due to the requirement that they receive a presumptive sentence even on
a First offense, a discrete group of persons convicted of Class A
felonies have received the right to discretionary parole eligibility



from the three judge sentencing panel due to unusual mitigating
circumstances in their cases. Since Class A felony prisoners are not
normally eligible for discretionary parole, the legislature may not wish
to deprive those persons with extraordinarily mitigating circumstances
from consideration after one quarter of their term. It should be noted
that if the parole board does not wish to grant discretionary parole
after one quarter of a sentence due to the circumstances of the offense,
nothing in this bill will deprive the parole board of its discretion to
deny parole application.

Based on the above reasons, the Public Defender Agency and Office of
Public Advocacy support all provisions of this bill except Section 3.
The Public Defender Agency and Office of Public Advocacy oppose Section
3 of this bill.

Public Defender Agency

3/
Brant McGee, Director Date
Office of Public Advocacy



AP M Nk T/7 7. STEVE COWPER, GOVERNOR

Holr 1k Linh &J[ite

DEPARTMENT OF CORRECTIONS ALASKA BOARD OF PAROLE
POUCHT
JUNEAU. ALASKA 99811
BOARD OF PAROLE / PHONE: (907) 465-3384

March 6, 1987

Representative Swackhammer
Rm. 106
Capital Building
Juneau, AK
Re: House Bill #140

Dear Rep. Swackhammer:

I strongly support passage of H.B. #140. As you are aware this legislation
will return our Parole Supervision caseloads to a level comparable to 1985,
before the comprehensive Revision of the Parole Laws effective
January 1, 1986.

From an administration point of view it 1is very difficult to supervise
misdemeanants because the periods of supervision are very short and the
individual has very little to lose for non-compliance. Their attitude is
that they have earned the Good Time and it shouldn®t be subject to be taken
away. The felons that fall into this less then two year sentence category
are often subject to a risidual period of probation to follow release
anyway, certainly the ones the Judge thought were in need of supervision

have probation to follow. We could better utilize our resources and
manpower by concentrating on supervising serious Telons. I believe that
closer supervision of this higher risk group would provide better public
protection.

The second section of this bill changes Parole Eligibility back to one-third
for Class A felons. They were subject to this minimum from 1974 to 1985 and
I believe it was changed in 1986 only due to a misunderstanding or a
drafting error. However, to my knowledge, no one has been paroled by the
Board, even since the Law was changed to one-quarter, before they completed
at least one-thi>d of their term. So a statutory change now will not have a
fiscal impact but would be good public policy in my opinion.

Thank you for your efforts on this legislation and 1 appreciate the
opportunity to provide you with my comments.

Very truly your;™

Richara™E. Collum
Parole Board Officer
REC:rs

20-08LH



February 27, 1987

Representati“/o C.E. Swackhammer
P.0. Box 417
Soldotna, Alaska 99669

re: House Bill 140
Dear Representative Sw;ckhammer:

Thank you for your letter of 02-20-87, reference House Bill 140. |
support the bill 100%, as I believe all probation officers do.

I will not attempt to explain each and every detail, nor offer examples
as to why 1 disagree with present statutes. Simply stated, probation
officers are wasting their time supervising clients with six months
supervision or less. Precious resources such as time, man power and
money are being wasted by requiring probation officers to supervise
short term felons and misdemeanants. We must be allowed to concentrate
our efforts where they are needed. At the present time, probation
officers are over-loaded with burdensome paperwork, high caseloads and
needless supervision of clients. House Bill 140 would assist in allow-
ing probation officers to-focus their attention where it belongs i.e.,
with individuals convicted of serious offenses and who received sen-

tences of two years or more.

Legislators should scrutinize the role of probation officers within the
state of Alaska. Careful review will demonstrate the cost effective
nature of releasing inmates to probation/parole supervision. This
includes intensive supervision which offers a tremendous savings and
alleviates over-crowding as well. House Bill 140 would allow probation
officers to supervise the more serious offender. It would also
incorporate concurrent supervision of probationers/parolees which would
assist probation officers in the course of their duties.

In conclusion, legislators should request testimony from individuals
such as Sam Trivette, if they desire a comprehensive over-view of the
nature of this bill. Additionally, myself and others will be willing to
offer our assistance as requested, in an effort to secure passage.

Sincerely,

Curt Geoffrion
Probation/Parole Officer I11



March 17, 1987

C.E. Swackhammer
State Representative
Box V

Juneau, Alaska 99811

Dear Representative Swackhammer:

I am responding to your letter dat~d 02-20-87. I am sorry for the Ilate
response, however, | have just returned from the lower 48, due to a death in
my family.

Regarding H.B. 140, 1 conferred with Ken Brown, Regional Director, and was

informed that the Department of Corrections 1is extremely supportive of your
bill.

If passed, your bill would have a positive effect on my district caseload. My
district 1is 100,000 square miles (approximately the size of the state of
Oregon). The district caseload has been as high as 175 offenders this year,
and is covered by myself and two other probation officers. A total of 18% of
our caseload 1is located in Bethel, the other 82% 1is Jlocated in 50 plus

villages in the Yukon-Kuskokwim Region.

I am sure with your law enforcement background, you can see we are spread
about as thin as we can be, and still provide protection to the public.

If there is anything that | may do to assist the passing of H.B. 140, please
feel free to contact me.

Yours, for a better Alaska,

Mc/
Daniel W. Hicklin, District Superior
DEPARTMENT OF CORRECTIONS
Probation/Parole
Bethel, Alaska

DWH:gp



C .E. Swackhammer
March 17, 1987
Page 2

cc: Susan Humphrey-Barnett, Commissioner
Art Schmidt, Deputy Commissioner
Ken Brown, Regional Director
File
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information on chat prisoner may corns to tha board's attention.
For example, a prospective employment plan may no longer be pos-
sible, or the prisoner is unable to immediately enter, a residen-
tial treatment program upon release, or the prisoner is subse-
quently involved in a major disciplinary action. With this pro-
vision the board can change conditions or decide that the prison-
er is not appropriate for discretionary parole, and rescind its
previous action or merely delay the prisoner's release date. Due
process safeguards are built in to protect the prisoner's liberty
interest.

Subsections (c) and (d) set out the minimum amount of a
sentence a prisoner must serve before being eligible for discre-
tionary parole. For discretionary parole eligible prisoners, tha
minimum terra is decreased from one-third of the sentence under
current law to one-fourth of the sentence, except for an individ-
ual convicted of first or second degree murder, kidnapping, or
misconduct involving a controlled substance in the first degree.
With this latter group, the minimum tern remains one-third or the

mandatory minimum, whichever is greater. The sentencing court
may further restrict parole eligibility under AS 12.55.115. Pa-
role eligibility is reduced by this bill only for first-tirae

non-presumptive Class B or C felony offenders and for misdemean-
ants.

AS 33.16.110 codifies existing practice by setting out
the information which the board must consider when determining a
prisoner's suitability for discretionary parole.

AS 33.1. ‘20 was enacted in 1984 as a portion of the
Victim's Rights Legislation and gives a victim the right to com-
ment in writing on a pending discretionary parole decision. The
board in required to consider those comments. The board also has
a duty to notify a victim if a prisoner is released on either
discretionary or mandatory parole.

AS 33.16.130 places the responsibility for requesting
discretionary parole on the prisoner rather than making the board
responsible for reviewing a ll potentially eligible prisoners.
Working with institutio )al staff, the prisoner would prepare a
parole release plan, including the prisoner's plans for employ-
ment, treatment, residence and other relevant material, for pre-
sentation to the board. A hearing on the qranting of parole is
required. If the board denies an application for discretionary
parole, a written decision must be issued and provided to the
prisoner. This section mirrors current practice, but the proce-
dural safeguards are made more specific.
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MEMORANDUM StaN of Alaska

T0:

THRU:

FROM:

02-001 A (Rev 10-84)

Tom Wright DATE March 9, 1987
Legislation Aide
Rep. Swackhammer®s Office FILE NO.

TELEPHONE NO. 907-465-3384

SUBJECT Mandatory Parole

Samuel H. Trivette
Executive Director

Parole Board

Per your request of March 7, 1987, 1 researched out Tfiles and also
contacted the National Institute of Corrections Information Center to
obtain additional information on mandatory parole in other jurisdictions.
Unfortunately no national data is being gatheredon mandatory parole.
However, 1 did discuss this 1issue at length with Brian Bemus at the
Information Center. He has extensive knowledge in this area. He only
knows of two states that have abolished mandatory parolesupervision.
Some other states require the Parole Board to parole prisoners prior to
“"flat-time" dates but don"t call it mandatory parole.

Mr. Bemus stated that most states have a system similar to ours. That is,
prisoners with only longer sentences go on supervision subject to
conditions set by the Parole Board. At least one state has the
supervision lengths tied to the seriousness of the crime. So he agrees
House Bill 140 is fairly typical of mandatory parole laws.

Another point |1 think is important. Alaska 1is Tfairly unique in having
“"split sentences'™, that is a prison sentence with probation to follow. In
most states a judge can impose only a short county jail sentence as a
condition of probation. Otherwise the judge sends the offender to prison,
and there 1is no probation to Tfollow. I checked two of our larger
correctional facilities today and over 953 of the felons sentenced for
classified felony crimes have split sentences, i.e.; have jail time and
probation to follow. The importance is most felons will be supervised on
probation without mandatory parole, so the public will be protected.
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HB 143  "An Act relating to the assessment of civil penalties under
Elhet Alaska Securities Act; and providing for an effective
ate.

The De?artment of Commerce and Economic Development supports passage
of HB 143 as drafted.

The Governor's transmittal letter as sBread in the journal of Friday,
February 20, 1987, on pages 279 and 280, accurately” describes the
amendménts being re(iuested_to the Alaska SecuritieS Act_under Section
45.55.200; Orders, Injunctions and Powers of the Administrator.

The inclusion of the additions at 45.55.200(gb), (c) and (d) as well as
the addition to 45.55.210(a) will give a wide range of latitude to the
Administrator of Securitigs” in curing deficiencie§ under the Alaska
Securities Act and violations thereunder. While it is now possible
for the Administrator of Securities to issue cease and desist orders,
they are often %%nored_ or neglected by those individuals to whom they
are directed. e ability to assess a monetary penalty will
strengthen the enforcement capability of the Division of Banking,
Securities and Corporations.

We should now point out that the imposition of civil penalties gives
us an alternative to the shutting down totally of an enterprise “or
operation who has violated the Securities Act, Under the present
scheme, our alternative is mmp\}y_ to order a business to cease and
desist its operation in toto. With the addition of the civil .
Ben_alnes remedies, applicants and/or registrants m,ag continue in
usiness having corrected their deficienCies and paid civil penalties
to remind them to not repeat the violations.

The department supports and urges passage of the bill.

. Antf)ény Smith, Commissioner
DATE: 2 lojrJ-

JAS/LPC/wfs5526W
31087a
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PHONE: 19071 465-3600
OFFICE OF THEATTORNEY GENERAL
March 23, 1984

The Honorable Fritz Pettyjohn
Alaska State Senate

Pouch V

Juneau, Alaska 99811

Re: SB 432, "an Act amending
.y the Alaska Security®"s Act”

Dear Senator Pettyjohn:

At the Senate Labor and Commerce Committee hearing on
February 15, 1984, you requested our opinion with respect to the
effect on the jurisdictional scope of SB 432. This legislation
would clarify the existing Alaska Security"s Act to better reach
fraudulent or high pressure out-of-state sales of oil and gas
lease hold interests on state or federal lands in Alaska.

The Administration believes that Alaska is well served
by having an ability to regulate sales of 1land or lease hol"d
interests Jlocated in Alaska, even where the transactions take
place outside the state between non-residents of the state. The
state may protect the legitimate concerns of its citizens by
exercising the right to sue according to the doctrine of parens
patriae. This doctrine 1is recognized in Alaska. State v. First
National Bank of Anchorage, 660 P.2d 406, 420-21 (Alaska 1982);
E%%%ﬁc Defender Agency v. Superior Court, 534 P.2d 947 (Alaska

Because we believe there is a substantial state inter—
est in preventing fraudulent sales of oil and gas leases located
within the state®"s border, we believe a constitutional challenge
against Alaska®s assertion of jurisdiction provided by the
proposed legislation would fail. A claim that the jJurisdiction
afforded by the proposed Ilegislation violates an out-of-state
citizen"s rights under the Due Process Clause, Full Faith and
Credit Clause or Commerce clause of the U.S. Constitution would,
in all likelihood, be dismissed. See generally, Aldens, 1Inc., v.
Packel, 524 F.2d 38 (3rd Cir. 1975). The Aldens case is
instructive because it 1involved a challenge to Pennsylvania®s
right to enforce state <credit sales laws as applied to an



The Honorable Fritz Pettyjohn March 23,1984
Senate Bill 432 Page #2

Illinois corporation operating a mail order business in all fifty
states and where all orders were accepted 1in Chicago. In that
case, the court performed a thorough and comprehensive analysis
of a variety of constitutional issues and concluded that none of
the constitutional provisions were violated by enforcement of
Pennsylvania®s laws.

The currently accepted approach to Due Process Clause
limitation challenges is one of interest analysis where the court
focuses on whether a state has sufficient interest "to justify
any exercise of it"s sovereignty 1in connection with the trans—
action and dispute.™ Id. at 42-43, (citing McGee V.
International Company, 355 U.S. 220 (1957)) emphasis in original.
The court further noted in Alden that a relatively low threshold
of state interest is needed to justify jurisdiction. Id. at 43.

In conclusion, because Alaska has a substantial
interest in transactions involving Jland or interest of land
within 1its borders, we believe a court would Tfind that the
exercise of jurisdiction through the proposed legislation does
not 1interfere with an out-of-state defendant®"s due process or
other constitutional rights.

Please feel free to call if we can be of additional
assistance.

NCG:eer

cc: Senator Richard 1. Elaison
Chairman, Senate Labor and
Commerce Committee

Senator Bob Mulcahy
Vice-Chairman, Senate Labor
and Commerce Committee

Senator Patrick Rodey
Senate Labor and Commerce
Committee

Senator John C. Sackett
Senate Labor and Commerce
Committee
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Connie Sipe
Assistant Attorney General
Consumer Protection

Jeff Bush 0
Assistant Attorney General
Commercial
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OFFICE OF THE GOVERNOR
JUNZAO

March 2, 1984

Mr. James C. Miller, 111
Chairman

Federal Trade Commission
Washington, DC 20580

Dear Mr. Chairman:
In recent years, we have seen a huge increase in the number of

guestionable companies taking advantage of the Bureau of Land
Management®s noncompetitive oil and gas leasing program, as well

as the State of Alaska®s competitive leasing program. Many of

these companies are reaping sizable profits at the expense of B
innocent investors across the nation through misrepresentations ejle
and high-pressure sales techniques. ..

In an effort to gain greater State control over the secondary 1
sales of these leases where the leased land is located in Alaska,"

I have introduced a bill in our State Legislature to amend the i
Alaska Securities Act. The purpose of this proposed legislation

is to bring these secondary lease sales under the jurisdiction of

the Act, thereby making these sales subject to State regulation.

I have enclosed a copy of the bill (SB 432) for your reference.

It is my understanding that the Federal Trade Commission would

like to express its support for this legislation. Your comments
or suggestions would be appreciated. I would appreciate your
forwarding any comments to the Honorable Richard I. Eliason,

Chairman, Senate Labor and Commerce Committee, State Capitol,
Pouch V, Juneau, Alaska 99811.

Thank you for your offer of support in this matter.

Sincerely,

Bill Sheffield
Governor

Enclosure:

cc w/enc. Art Cornell
Federal Trade Commission
Washington, D.C. 20580

cc w/o enc. Jeffrey W. Bush
Assistant Attorney General
Department of Law
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Introduced: 2/9/84
Referred: Labor and Commerce
and Judiciary

BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 432
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act amending the Alaska Securities Act."
BE IT ENACTED BYTHELEGISLATURE OF THE STATE OF ALASKA:
* Section 1.AS 45.55.260(c) 1is amended to read:

(c) For the purpose of this section, an offer to sell or to buy
is made in this state, whether or not either party is then present in
this state,when the offer (1) originates from this statej_ [OR] (2) is
directed bytheofferor to this state and received atthe place to
which it is directed, or at a post office in this state in the case of

a mailed offer; or (3) in the case of an offer to sell or to buy an

interest or participation in oil, gas, or mining rights, titles, or
leases, or in payments out of production under those rights, titles,
or leases, if the oil, gas, or mining right, title, or lease is on
land, including submerged land, located in the state, regardless of

where the offer to sell or the offer to buy is made .



N State of Alaska

1 House Majority leader i*.O. Uox v
JUNEAU. ALASKA 99811
COMMITTEES (907) 465-371R
465-4968/4986
HOUSE HEALTH. EDUCATION
AND SOCIAL SLRVICLS 914 CLAY COURT
HOUSE JUDICIARY . ANCHORAGE. ALASKA 9950.7
HOUSE RULES Representative Max F. Gruenberg, Jr. (907) 276-6844
District 11
Spcnard, Upper Midlown Anchorage
MEMORANDUM
DATE: May 6, 1987
T0: ALL SENATE LABOR & COMMERCE COMMITTEE MEMBERS
rjl! ;
FROM: Max F. Gruenberg, Jr. nfit-T'
a 1.
RE: CSHB 143(L&C), "An Act relating to the Alaska

Securities Act."

CSHB 143(L&C) passed the House by a vote of 33-5. It will
allow the state to assess civil penalties for violations of
the Alaska Securities Act in addition to, or as an alternative
to, the present criminal sanctions in the act

HB 143 was amended in the House Labor and Commerce Committee
to include last year's House Bill 126. As a result, HB 143
will allow the state to prosecute fraudulent investment

schemes in Alaskan oil and gas leases, land, and mineral
rights as well as Alaskan corporations and limited
partnerships.

HB 173 has Z€r0 fiscal notes from the Department of Law and
the Department of Commerce. It will be enforced to the extent
that present resources allow.

In 1985 HB 126 passed the House 36-0. HB 143 received
unanimous "Do-Pass" recommendations from the Labor and
Commerce Committee and the Judiciary Committee. It received
ten "Do-Passes" and one "No Recommendation" from the Finance
Committee.



SECTIONAL ANALYSIS
CSHB 143(L&C)

Section 1

AS 45.55.140(a)(
with an employee
requirements of

5) Exempts securities issued in connection
benefit plan from the registration

the Alaska Securities Act

Section 2

AS 45.55.200 Allows the state to assess civil penalties for

violations of the Alaska Securities Act in addition to the

present civil sanctions which may be imposed.

Section 3

AS 45.55.210(a) Allows the state to impose civil penalties in
addition to the criminal penalties which can presently be
imposed for violations of the Alaska Securities Act.

Section 4
AS 45.55.260(c) Allows the state to prosecute fraudulent out-
of-state sales of Alaskan oil, gas, mining rights and other

interest in Alaskan land or mineral production rights

Section 5
Provides for an immediate effective date.
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SECTIONAL ANALYSIS

CSHB 143 (L&C)

Section 1. Slightly broadens the exemption for securities
issued by employee pension plans, from an exemption for
investment contracts to an exemption for all securities.- This
exemption applies only to issuances made directly to the employee
by the plan, such as an 1issuance of shares in the company. This
exemption does not apply to actual investments of the plan or
trust. This section also repeals obsolete language.

Section 2. Adds new subsections (b) and (c), which provide
that the administrator of securities (director of the Division of
Banking, Securities and Corporations, Department of Commerce and
Economic Development) may issue administrative orders 1imposing
fines for violations of the Alaska Securities Act. Subsection
(b) authorizes fines of up to $25,000 for knowing or intentional
violations, while subsection (c) provides for fines of up to

$5,000 for other violations. Subsection (d) then provides that
notice and opportunity for hearing must precede the imposition of
any fine. The authority to 1issue administrative fines 1is

consistent with the Revised Uniform Securities Act of 1985.

Section 3. Simply provides that the imposition of adminis—
trative fines does not preclude criminal prosecution under the
Alaska Securities Act.

Section 4. This section amends the Alaska Securities Act to
extend its scope to include offers to buy or sell interests 1in
oil, gas, or mining rights on land located in the state, regard—
less of where the offer or sale occurs. These provisions,
originally proposed by Governor Sheffield 1in Senate Bill 432
(1984) and House Bill 126 (1985), are 1in response to numerous
complaints of fraudulent oil and gas leasing schemes. This
amendment would extend the jurisdiction of the state"s securities
regulators and of our courts over these fraudulent schemes, even
if the "investment"” sales are not made in our state or to Alaska

residents.

Section 5. Provides an immediate effective date.

Attachments:

1. Position paper of DCED on original HB 143 (the civil penalty
provisions of the current bill).

2. Revised Uniform Securities Act of 1985, sec. 602(b), which
provides for the 1imposition of administrative penalties of

up to $25,000.



1985 House Journal pp. 155-156, setting out the Governor®s
transmittal letter for HB 126, the provisions of which are
now contained in sec. 4 of this bill.

Letter from former Attorney General Norman C. Gorsuch to
former Senator Fritz Pettyjohn regarding the constitutional —
ity of SB 432 (1984), the provisions of which are contained

in sec. 4 of the current bill. The State"s jurisdictional

claim was upheld by the Alaska Superior Court in State v.

Alaska Land Leasing, Case No. 3AN-83-8867.



HB 143 "An Act relating to the assessment of civil penalties under
(tjhet Alaska Securities Act; and providing for an effective
ate,

The De?artment of Commerce and Economic Development supports passage
of HB 143 as drafted.

The Governor's transmittal letter as sBread in the journal of Friday,
February 20, 1987, on pages 279 and 280, accurately” describes the
amendments being reciuested_to the Alaska Securities Act under Section
45.55.200; Orders, [njunctions and Powers of the Administrator,

The inclusion of the additions at 45.55.200(gb), (c) and (d) as well as
the addition to 45.55.210(a) . will give a wide range of latitude to the
Administrator of Securities in curing deficiencieS under the Alaska
Securities Act and violations thereunder. While it is now possible
for the Administrator of Securities to issue cease anddesistorders,
they are often ignored or neglected by those individuals towhom they
are”directed, The ability to assess a monetalr)y_ penalty will
strengthen the enforcement capability of the Division of Banking,
Securities and Corporations.

We should now point out that the imposition of civil penalties gives
us an alternative tqo the shutting down totally of an enterprise “or
operation who has violated the Securities Act- Under the present
scheme, our alternative is mmp\}\y_ to order a business to cease and
desist its operation in toto. With the addition of the civil |
Ben_alnes remedies, applicants and/or registrants may continue in .
usiness having corrected their deficiencCies and paid civil penalties

to remind them to not repeat the violations.
The department supports and urges t.assage of the bill.

17 Anthjony Smith, Commissioner
DATE. 3, t

JAS/LPC/wfs5526W
31087a
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ignatcd officer or employee may apply to the court for an
order compelling compliance.

(©) A request for an order ol compliance may be addressed
to either:

(1) the [name of court having general trial jurisdiction!
Court if the person is subject to service of process in this
State: or

(2) a court of another state able to assert jurisdiction over
the person refusing to testify or produce, if the person is not
subject to service of process in this State.

Not later than the time the [Administrator] requests an
order for compliance, the [Administrator! shall either send
notice of the request by registered or certified mail, return
receipt requested, to the respondent at the last known
address or take other steps which are reasonably calculated
to give the respondent actual notice.

SECTION 602. ENFORCEMENT.

(@) If the (Administrator) reasonably believes, whether or
not based upon an investigation conducted under Section
001. that (i) the sale of a security is subject to registration
under this [Act) and the security is being offered or has been
offered or sold by the issuer or another person in violation of
Section 301 or (ii) a person is acting as a broker-dealer or
investment adviser in violation of Section 201 or Section 203.
the (Administrator), in addition to any specific power grant—
ed under this [Act) and subject to compliance with the
requirements of Section 712. may issue, without a prior
hearing, an order against the person or persons engaged in
the prohibited activities, directing them to desist and refrain
from further activity unless and until the security is regis—
tered or the person has been licensed under this [Act]. The
cease and desist order shall state the section of this (/.ct| or
rule or order of the [Administrator] under this (Acf which
the [Administrator] reasonably believes has been or is being
violated.

(b) If the-fAdministrator] reasonably believes, whether or
not based upon an investigation conducted under Section
601. that a person has violated this (Aat| or a rule or order of
the [Administrator] under this [Act], tha [Administrator]
may, in addition to any specific power granted under this
(Act), after notice and hearing in an administrative proceed—
ing unless the right to notice and hearing is waived by the
person against whom the sanction is imposed:

(1) issue a cease and desist order against the person:

(2) censure the person if the person is a licensed broker-
dealer. sales representative, or investment adviser.

(3 bar or suspend the person from association with a
licensed broker-dealer or investment adviser in this State:

(4 gasue an order against an applicant, licensed person, or
erson who knowingly violates this (Act) or a rule or
f the [Administrator] under this [Act], imposing a
nalty up to a maximum of [S2.S00] for a single
blag@n or of (S2S,000] for multiple violations in a single
ing or a series of related proceedings: or
ate one or more of the actions specified in Section
603 as applicable.

(c) Imposition of the sanctions under this section is limited
as follows:

@ if the (Administrator! revokes the license of a broker-
dealer. sales representative, or investment adviser or bars a
person from association with a licensed broker-dealer, or
investment adviser under this section or Section 212. the
imposition of that sanction precludes imposition of the sanc—
tion specified in subsection thX-O: and

(2) the imposition hy the [Administrator] of one or more
sanctions under subsection Ib) wuh respect to a specific
violation precludes the [Administrator] from later imposing

'-14-85

£«**>)
SECURITIES REGULATION s LAW REPOR

any other sanctions unuer subsection (bXl) through (4) with
respect to the violation.

()] For purposes of determining a sanction, if any. to be
imposed under subsection 1bXI) through (4). the [Administra—
tor] shall consider, among other factors, the frequency and
persistence of the conduct constituting a violation of this
[Act] or a rule or order of the [Administrator] under this
[Act), the number of persons adversely affected by the
conduct, and the resources of the person committing the
violation.

SECTION 603. POWER OF COURT TO GRANT RELIEF.

(& Upon a showing by the [Administrator] that a person
has violated or is about to violate this [Act] or a rule or
order of the [Administrator] under this (Act), the (insert
name of the appropriate court] may grant or impose one or
more of the following appropriate legal or equitable
remedies:

(D upon a showing of a violation of this [Act| or a rule or
order of the [Administrator] under this [Act]:

(i) a temporary restraining order, permanent or tempo—
rary prohibitory or mandatory injunction, or a writ of
prohibition or mandamus;

(i) a civil penalty up to a maximum of (525001 for a
single violation or of [S25.000] for multiple violations in a
single proceeding or a series of related proceedings:

(iii) a declaratory judgment:
(iv) restitution to investors:

(v) the appointment of a receiver or conservator ior the
defendant or the defendant s assets; and

(vi) other relief as the court deems just.

(2) upon a showing that the defendant is about to violate
this [Act| or a rule or order of the [Administrator] under this
[Act] only:

(i) a temporary restraining order.
(i) a temporary or permanent injunction: or
(iii) a writ of prohibition or mandamus.

(3 In determining the appropriate relief to grant, the
court shall consider enforcement-actio is taken and sanc—
tions imposed by the (Administrator) t ider Section 602 in
connection with the transactions constituting violations of
this [Act] or a rule or order of the [Administrator] under this
[Act).

(b) The [Administrator] is not required to post a bond in an
action under this section.

(c) Upon a showing by the securities agency or administra—
tor of another state that a person has violated the securities
act of that state or a rule or order of the securities agency or
administrator of that state, the court, in addition to any
other legal or equitable remedies may impose one or more
of the following remedies:

(1) appointment of a receiver, conservator, or ancillary
receiver or conservator for the defendant or the defendant s
assets located in this State: and

|2) other relief as the court deems just.

SECTION 604. CRIMINAL PENALTIES.

(@ A person who willfully violates a provision of this
(Act), except Section 504. or a rule of the [Administrator!
under this [Act], or who violates Section 504. knowing the
statement made to be false or misleading in any material
respect, is guilty of a (insert the language for felony under
applicable state law].

Ib) A person who willfully violates a stop order or a cease
and desist order issued by the [Administrator! under this
(Act| is guilty of a (insert the language for misdemeanor
under applicable state law]|.

"j$'isnt0 9V THE OUREAU OF NATIONAL AFFA'AS INC Waanmoion OC
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March 23, 1984

The Honorable Fritz Pettyjohn
Alaska State Senate

Pouch V

Juneau, Alaska 99811

Re: SB 432, "an Act amending
the Alaska Security®"s Act”

Dear Senator Pettyjohn:

At the Senate Labor and Commerce Committee hearing on
February 15, 1984, you requested our opinion with respect to the
effect on the jurisdictional scope of SB 432. This legislation
would clarify the existing Alaska Security®"s Act to better reach
fraudulent or high pressure out-of-state sales of oil and gas
lease hold interests on state or federal lands in Alaska.

The Administration believes that Alaska is well served
by having an ability to regulate sales of land or 1lease hold
interests located in Alaska, even where the transactions take
place outside the state between non-residents of the state. The
state may protect the legitimate concerns of its citizens by
exercising the right to sue according to the doctrine of parens
patriae. This doctrine 1is recognized in Alaska. State v. First
National Bank of Anchorage, 660 P.2d 406, 420-21 (Alaska 1982);
Public Defender Agencv v. Superior Court, 534 P.2d 947 (Alaska

1975).

Because we oelieve there is a substantial state inter—
est in preventing fraudulent sales of oil and gas leases located
within the state"s border, we believe a constitutional challenge
against Alaska®"s assertion of jurisdiction provided by the
proposed legislation would fail. A claim that the jurisdiction
afforded by the proposed legislation violates an out-of-state
citizen™ rights under the Due Process Clause, Full Faith and
Credit Clause or Commerce clause of the U.S. Constitution would,
in all likelihood, be dismissed. See generally, Aldens, Inc., v.
Packel, 524 F.2d 38 (3rd Cir. 1975). the Aldens case |Is
instructive because it 1involved a challenge to Pennsylvania®s
right to enforce state credit sales laws as applied to an



The Honorable Fritz Pettyjohn March 23,1984
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Illinois corporation operating a mail order business in all fifty
states and where all orders were accepted 1in Chicago. In that
case, the court performed a thorough and comprehensive analysis
of a variety of constitutional issues and concluded that none of
the constitutional provisions were violated by enforcement of
Pennsylvania®s laws.

The currently accepted approach to Due Process Clause
limitation challenges is one of interest analysis where the court
focuses on whether a state has sufficient 1interest "to justify
any exercise of 1it"s sovereignty 1in connection with the trans—
action and dispute.™ Id. at 42-43, (citing McGee V.
International Company, 355 U.S. 220 (1957)) emphasis 1in original.
The court further noted in Alden that a relatively low threshold
of state interest is needed to justify jurisdiction. Id. at 43.

In conclusion, because Alaska has a substantial
interest 1in transactions involving land or 1interest of land
within 1its borders, we believe a court would find that the
exercise of jJurisdiction through the proposed legislation does
not 1interfere with an out-of-state defendant®s due process or
other constitutional rights.

Please feel free to call if we can be of additional
assistance.

Attorney General

NCG:eer

ccC: Senator Richard 1. Elaison
Chairman, Senate Labor and
Commerce Committee

Senator Bob Mulcahy
Vice-Chairman, Senate Labor
and Commerce Committee

Senator Patrick Rodey
Senate Labor and Commerce
Committee

Senator John C. Sackett
Senate Labor and Commerce
Commi t.tee
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Testimony by: Dave Rose

Before House State Affairs 04/03/88
|n Support of |'B].60

THE FUND A\D THE FUTURE

AS YOU KNOW THE PERVIANENT FUND WAS CREATED BY A VOTE OF THE PEQPLE IN
NOVEMBRR 1976, AND RECEIVED ITS FIRST DEPOSIT OF DEDICATED OIL
REVENUES IN FEBRUARY 1977, NOW IN THE SPRING.OF 1987, THE FUND IS

JUST A'LITTLE OVER 10 YEARS OLD. !
DESPITE ITS RELATIVELY RECENT CREATION, AND AFTER ONLY ONE DECADE OF

PRUDENT INVESTMENT, THE PRINCIPAL OF THE PERMANENT FUND HAS ALREADY
CROAN TO NEARLY $8 BILLION, A\D THE CUMULATIVE EARNINGS OF THE RUND
HAVE ALREADY REACHED MCORE THAN $3.2 BILLION - WTH ANOTHRR BILLION
DOLLARS PLUS IN INCOME EXPECTED THIS HISCAL YEAR WITH THAT KIND CF
FINANCIAL CLOUT, YOUR FUND HAS, WITHOUT QUESTION, ESTABLISHED [TSELF
AS A MAJCR FINANCIAL FORCE BOTH WITHIN AND WITHOUT THE STATE CF

ALASKA,
LET'S CONSIDER FOR A MOVENT HON THE PERMANENT pliND COMPARES IN SIZE TO

OTHER LARGE FUNDS "OUTSIDE":
oTHE ALASKA PERMANENT FUND 1S LARGER THAN ANY ENDOAMENT FUND.

IT 1S LARGER THAN THE TEXAS PERMANENT SCHOOL FUND, THE HARVARD
UNIVERSITY ENDOWMENT, AND THE PRINCETON, YALE AND STANFORD ENDOWVENTS

ALL PUT TOGETHER,
* THE ALASKA PERMANENT FUND IS LARGER THAN ANY PRIVATE
FOUNDATION. 1T IS LARGER THAN THE FORD FOUNDATION, THE J. PAUL GETTY

TRUST, AND THE ROCKEFELLER FOUNDATION,



* THE ALASKA PERMANENT FUND 1S LARGER THAN ANY UNION PENSION
TRUST. IT IS LARGER THAN ANY SINGLE RETIREMENT RUND OF THE TEAMSTERS
THE ELECTRICAL WORKERS, OR THE UNITED MINE WORKERS,

* IF THE ALASKA PERVANENT FUND WERE A CORPCRATE PENSION FUND, IT
WOULD BE THE FOURTEENTH LARGEST.

* |F THE ALASKA PERVIANENT FUND WERE A GOVERNVENT PENSION FUND, IT
WOULD BE THE EIGHTEENTH LARGEST.

* |F THE ALASKA PERVIANENT FUND WERE A FORTUNE 500 COMPANY, IT
WOUD RANK FIFTEENTH IN TERMS OF NET INCOMVE - SMALLER ONLY THAN GM
EXXON, MOBIL, FORD, IBM, TEXACO, CHEVRON, AT&T, DU PONT, GE, AVOQO
CHRYSLER, SHELL OIL, A\D PHILIP MORRIS,

IN-SHORT, THERE ARE FEW FUNDS LARGER THAN THE PERMANENT FUND, BUT YOLR
FUND IS ONE OF THE LARGEST IN THE COUNTRY, AND CERTAINLY THE MOST
UNIQUE.  IN ALASKA, [T IS THE LARGEST PRODUCER OF NET INCOME IN OR
STATE OTHRR THAN THE PETROLEUM INDUSTRY.

10 GIVE YQU AN IDEA JUST HON SIGNIFICANT THE EARNINGS OF THE PERMANENT
FUND ARE BECOMNG WITHIN' ALASKA, CONSIDER THE IMPACT OF JUST THAT
PORTION OF FUND INCOME WHICH IS PAID OUT ANNUALLY IN DIVIDENDS.  DID
YOU KNOW THAT DIVIDENDS CONTRIBUTE MCORE TO THE EOONOWY OF THE STATE OF
ALASKA THAN SPENDING BY THE U.S. ARMY? IT'S TRUE. THIS YEAR THE
U.S. ARW IS EXPECTED TO SPEND $369 MILLION IN PURCHASES AND SALARIES
IN ALASKA THE 1987 PERVIANENT FUND DIVIDEND PROGRAM ALONE WILL EXCEED
THAT BY $20 MILLION.

0K, NONLETS GET TO THE HEART OF THE MATTER.  LETS DISCUSS HOW
SHORT-TERM DECISIONS, BASED ON SHORT-TERM PROBLEMS CAN DO DAVIAGE IN

THE LONG RN



LETS TALK ABOUT THE NEED TO COMMUNICATE, THE NEED TO GET THE PUBLIC
INVOLVED, THE NEED TO BE MORE DELIBERATIVE AND LESS "KNEE-JERK™ IN

CHARACTER
LETS START BY LOOKING AT THIS CHART.  (EXPLAIN THE DIFFERENCE A

QUARTER'S PROJECTIONS CAN MAKE
WHAT ARE THE LESSONS OF ALBERTA'S HERITAGE FUND? A FUND STARTED THE
SAVE YEAR AS OURS BUT OPERATING UNDER DIFFERENT, GROUND RULES. E HAVE
LEARNED THAT A PUBLIC WHICH ISN'T KEPT INFORVED' AND INVOLVED IN THE
DECISION-MAKING, CAN FIND ITSELF WITH A FUND THAT 1S CHARACTERIZED BY
A LACK OF ACCOUNTABILITY WHICH, IN TURN CAN LEAD TO POLITICAL
(MSMANAGEMENT, POCR INVESTMENTS, AND A NOT-VERY-BRIGHT-FUTURE.
\E CAN LEARN FROM ALBERTA THAT.

- AFUND (NO MATTER HOW LARGE IT IS) CANNOT BE ALL THINGS TO
ALL PEOPLE; IT IS BETTER TO HAVE A MORE REALISTIC EXPECTATION;

- IN 1983, THE 30% OF OIL REVENUES THAT USED TO AHOW TO THE
FUND WAREDUCED TO 15%, AND ALSO ALL EARNINGS FROM THAT POINT ON WERE
DEVOTED TO THE GENERAL FUND; !

- NOW JUST TWO DAYS AGO, THE DECISION WAS UNDERTAKEN NOT TO

CONTRIBUTE EVEN THE 15%; IN OTHER WORDS, NO NEW MONEY WILL BE GOING
INTO THE ALBERTA HERITAGE TRUST. NOT ONLY WILL IT STOP GROMNG IN
NOMNAL TERMS, IT WILL, OF COURSE, BEGIN TO DISSIPATE IN REAL TERMS
BECAUSE T WILL NOT BE KEEPING UP WITH INFLATION, AND THE QUALITY CF
ITS INVESTMENTS ARE SUCH THAT THE PRINCIPAL HAS ALREADY BEGUN TO ERCDE
(EVEN IN NOMNAL TERMS).  IN ADDITION, THE FUND HAS BEGUIN MAKING
INTEREST FREE LOANS TO THE GOVERNMENT.  IT IS NON COMPLETELY A TOOL OF



COVERNVENT FISCAL MANAGEVENT, AND MANY COF THE PEOPLE OF ALBERTA
PROBABLY NEVER WILL HAVE ANYTHING TO SHOW FOR ITS EXISTENCE IN THE
FUTURE.

IF YOU DONT MAKE LONG-TERM DECISIONS AND POLICY TO FIT A LONG-TERM
FND — YU WILL HAVE A SHORT-TERM FUND R NO FUND AT ALL!!

WHEN CONSIDERING CHANGE OF THE FUND'S MANAGEVENT ACT, | CANNOT
EMPHASIZE TOO STRONGLY BOTH THE NEED FOR A DELIBERATIVE PROCESS AND
ONE IN WHCH THE PUBLIC IS INVOLVED.

* IT TOOK FOUR YEARS - FROM 1976 TO 1980 - TO CONCEIVE, CONSIDER,
DEBATE A\D DECIDE UPON THE EXISTING MANAGEVENT SYSTEM FOR THE
PERVANENT FUND, AND ANOTHER TWO YEARS TO SETTLE ON THE EXISTING
DISTRIBUTION SYSTEM - |LE. DIVIDENDS, INFLATION-PROOFING AND RESERVES.
ALL ALASKANS HAVE BEEN AND CONTINUE TO BE WELL-SERVED BY THIS KIND OF
CAREFUL DELIBERATIVE PROCESS

* ALOT OF EFFORT HAS BEEN SPENT OVER THE LAST TEN YEARS ENSURING
THAT ALL ALASKANS UNDERSTAND THAT THE PERVANENT FUND BELONGS TO THEM
THAT IT 1S THEIR MONEY, THEIR CHILDREN'S MONEY, AND THAT HAS BEEN AN
IMPORTANT A\D WORTHWHILE EFFORT.  MUCH OF THE CREDIT FOR THE SPECIAL
APPROPRIATIONS MACE BY THE LEGISLATURE (WMITH ALL DUE RESPECT TO THE
LEGISLATORS) IS REALLY DUE TO THE PUBLIC AT-LARGE WHO HAVE VOICED SUCH
STRONG AND CONSISTENT SUPPORT FOR THEIR PERMANENT FUND.

* AT THE CORPORATION, PUBLIC INFORMATION IS A HIGH PRIORITY. VE
GIVE ALOT CF SPEECHES, DISTRIBUTE ALOT OF WRITTEN MATERIAL - ANNUAL
REPORTS, DIVIDEND BROCHURES, MONTHLY FINANCIALS, ETC, AND VE FIND AN
ENORMOLS NEED AND DESIRE FOR THE INFORMATION, AND AN BNCRVOUS
GRATITUDE L"EN IT 1S PROVIDED,



* ALLOAING AND ENCOURAGING THE PUBLIC TO GET INVOLVED IN
DECISION-MAKING REGARDING THE BEST USE OF THE PERMANENT FUND (AND ITS
EARNINGS) WILL PAY BIG DIVIDENDS IN THE FUTRE - IN TERMS OF CONTINUED
SUPPORT FOR ADDITIONAL APPROPRIATIONS IN THE FUTURE, IN TERVS OF
ENSURING THAT THE PUBLIC UNDERSTAND THE COMVENDABLE PUBLIC RECORD THAT
THE LEGISLATURE HAS DEVELOPED AS REGARDS THE PERVIANENT FUND, IN TERMS
OF A HEIGHTENED AWARENESS CF AL THE MAJCR PUBLIC POLICY ISSUES WHCH
WILL BE DEBATED IN THE FUTURE (BECAUSE IN DEBATING WHETHRR QR NOT TO
USE PERVIANENT FUND EARNINGS, ONE HAS TO CONSIDER THE QUESTION IN
TANDEM WTH [TEMS LIKE THE INCOVE TAX, LIKE THE ELF, LIKE CAPITAL
PROJECTS)

* YOU CANNOT POINT TO ANY DISADVANTAGE OF AN INFORVED
CONSTITUENCY. N EVERY INSTANCE, INFORVED DECISION-MAKERS MAKE THE
BEST DECISIONS, IN A CASE LIKE THIS WHERE VE ARE TALKING ABOUT A
LONGTERM INSTITUTION LIKE THE PERMANENT FUND, YOU CAN TAKE THE TIME
TO MOE SLO'IY, ON THE TRUSTEE AND STAFF SIDE, IE MOVE SLOWLY, AND IT
HAS PAID OFF i

* AS THIS COMMTTEE KNOAS (BECAUSE YOU HAVE RECEIVED SO MANY COF
THE BILLS), THERE IS A GREAT DEAL OF LEGISLATIVE INTEREST IN THE
PERVANENT FUND.  TO DATE, THERE HAVE BEEN *4 SFPARATE PIECES COF
LEGISLATION INTRODUCED RELATING EITHER DIRECTLY CR INDIRECTLY TO THE
PERVBNENT FUND.  THERE WILL BE MORE, PROBABLY NEXT WEEK, IN ADDITION,
STAFF HAS DONE FINANCIAL PROJECTIONS CN AT LEAST ANOTHER 25 OTHRR
PROPOSALS WHCH HAVE NOT YET BEEN INTRODUCED AS LEGISLATION, BUT WHCH
ARE OPTIONS UNDER CONSIDERATION,  AND THERE ARE LIKELY TO BE MCRE (F
THESE AS WELL,  TOGETHER, THESE PROPOSALS TELL ME SEVERAL THINGS:



* FIRST, THE PERMANENT FUND IS GOING TO PLAY A BIG

ROLE IN ALASKA'S FUTURE, IT'S UNAVOIDABLE, WHETHR

YOU ARE TALKING ABOUT POSSIBLY FUNDING GOVERNVENT

PROGRAVE WITH DIVIDEND CHECKOFFS, USE OF THE EARNINGS

RESERVE ACCOUNT, CAPPING THE DIVIDENDS, ETC, THE

PERVANENT FND WILL BE A PART OF THE DEBATE

* SECOND, THERE ARE ALOT OF ALTERNATIVES TO CONSIDER,

A\D EACH ONE DESERVES CAREFUL CONSIDERATION FOR TS

IMPACT IN THE PRESENT A\D THE FUTURE

* THIRD, IT IS GOING TO TAKE SOME TIME TO MAE ALL THE

OPTIONS AVAILABLE TO THE PUBLIC IN A MEANINGFUL WAY SO

THEY CAN MAKE INFCRVED DECISIONS.

* FOURTH, GIVEN THE RECENT RISE IN OIL REVENUES

PERHAPS WE HAVE THE OPTION ONCE AGAIN, TO PUT OFF

MAKING ANY MAJCR DECISIONS ABOUT THE USE GF PERMANENT

FUND EARNINGS FOR AWHILE.  MAYBE VE QUGHT TO USE THAT

TIME TO BUILD UP THE FUND AS MUH AS PbSSIBLE FOR THE

RAINY DAY WHCH WILL SURELY FOLLOW THE DECLINE OF

REVENUES.
THE ALASKA PERVANENT FUND CORPORATION WOULD BE HAPPY TO WORK WITH THE
COMMISSION.  VE THINK IT IS IMPORTANT TO ALLOW THE DEBATE TO FOCUS
JUST AS MUH - PERHAPS MCRE - ON THE LONG-TERM CONSEQUENCES AS THE
SHORT-TERM THERE IS NO DOUBT THAT THE DECISIONS WHCH WILL BE MACE
ABOUT THE PERMANENT FUND IN THE NEXT FEW YEARS WILL HAVE IMPORTANT
AD FAR-REACHING CONSEQUENCES IN 25, 50, EVEN 100 YEARS FROM NOM  VE



CAN BE CONFIDENT, HOWEVER THAT IF VE ARE AS PRUDENT, IF WE ARE AS
DELIBERATIVE, [F WE ARE AS INFORMED, AND IF WE ARE AS COMMUNICATIVE
WTH THE PUBLIC IN THE FUTURE AS VIE HAVE BEEN IN THE PAST, THEN ALL
OF U5 — A\D THOSE OF THE GENERATIONS AFEAD — WILL BE WELL SERVED.
| BELIEVE THAT HB 160 SETS THE STAGE FOR THIS FUTURE
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Continuation of Fiscal Note
SCSCSHB 177 (L&C)

This Ie?islation would allow the administrative expenses of operating the
Second nhury Fund to be paid from the Fund itself rather than general
funds.  Thus, $123.3 of Second Injury Fund dollars would be subStituted
for a like amount of general funds which are currently used to administer
the Second Injury program.

The fund is supported by contributions from insurers and employers based
on workers' compensation Payments to injured workers and by certain
penalties as provided by the Workers' Compensation Act.

The fund is used to reimburse insurers and employers who employ disabled
workers under circumstances specified in the Workers' Compensdtion Act and
for some rehabilitation costs. Adequate fund revenues are available to
provide for administrative costs.

Approximate costs to administer the Second Injury Fund are as follows:

PersonalServices _ $92.6
Management Analyst 75%of time _ $40.4
Hearing Officer for approximately 15% oftime 9.5
Workers' Compensation Tecnnician™ 100% oftime 34.5
Pro-rata share of clericalsupport 8.2
Travel 2.1
Contractual . 25.8
Communications 5.0
Data Processing 16.6
Printing _ 1.0
Copier,” postage machine, etc. 2.1
Other (training, risk management) 5

Supplies 2.2
Total $123.3

page 2 of 2



S tate o f A 1 as k a
OFFICE of THE GOVERN OP
June vy

March 9, 1987

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.O. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. IIl, sec. 18, of the Alaska
Constitution, | am transmitting a bill reflating to the work-
ers' compensation law regarding the second injury fund.

The bill provides that expenses incurred in the administration of
the second injury fund be paid from the fund itself instead of
from the general fund of the state. This approach returns to the
pre-1981 method of paying fund expenses. The financial condition
of the fund has improved considerably in the past two years be-
cause of the funding formula enacted in 1981. The second injury
fund is now in a position to pay for its own administration with-
out jeopardizing the integrity of the fund and without jeopardiz-
ing the payment of the benefits for which the fund was created.
Since the money in the fund is held in trust (i.e., it is not
"state money"), the statute may specify this use of it without
violating the dedicated-fund prohibition of art. IX, sec. 7 of
the Alaska Constitution. Expenditures from the second injury

fund will be authorized by annual appropriation.
Given the financial integrity of the fund, | think it is proper
and prudent that the fund adminis-

tration.



Offered by Pourchot
X May 5, 1987

LETTER OF INTENT
CSHB 177 (Jud)

AN ACT RELATING TO THE SECOND INJURY FUND

It is the intent of the legislature that the funding source
change proposed in HB 177 1is to offset the amount of State
General Fund monies currently being spent on administration
of the Second Injury Fund. It is not to result in any
increase in administrative staff or expense, nor 1is the
expense of any other department operation to be charged
against the fund.

Further, it is the intent of the legislature that in its FY
89 budget submittal the Department of Labor present the
administrative costs of the Second Injury Fund as a separate
component within the Workers®™ Compensation BRU. This will
allow for proper legislative oversight of the operation of
the Second Injury Fund.
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4/30/87

Continuation of Fiscal Note

This Iegiislation would allow the administrative expenses of operating the
Second Tnjury Fund to be paid from the Fund itself rather than géneral
funds. Thus, $123.3 of Second In urK Fund dollars would be substitufed for
a like amount of ?eneral funds which are currently used to administer the
Second Injury program.
The fund is supported by contributions from insurers and employers based. on
workers' compensation anments to |n][ured workers and by certain penalties
as provided by the Workers' Compensation Act.

The fund is used to reimburse insurers and employers who employ disabled
workers under circumstances specified in the Workers' Compensation Act and
for some rehabilitation costs. Adequate fund revenues are available to
provide for administrative costs.

Approximate costs to administer the Second Injury Fund are as follows:

PersonalServices , $92.6
Management Analyst 75% of time _ $40.5
Hearing Officerfor approximately 12% of time . . 7.6
Workers' Compensation Technician™ 100% of time 34.5
Pro-rata share of clerical support 10.0
Travel 2.1
Contractual 25.8
Communications 5.0
Data Processing 16.6
Printing , 1.0
Copier,” postage machine, etc. 2.1
Other (training, risk management) 5
Supplies 2.2
Total $.23.3

page 2 of 2






Alaska *Ftate iGegtBlaturE

REPRESENTATIVE S3MMITTEES
BETTE CATO
DISTRICT 6 CHAIRMAN
BOX 775 mouse transportation
VALDEZ. ALASKA 996B 6 MEMBER
1907)835-4560
; . ; COMMUNITY AND
WHllLElNJUNEAU U nites nf t& EjirEBENntatiuEB REGIONAL AFEAIRS
JUNE/?\UOAEQSXKXQ%M LEGISLATIVE COUNCIL
1907)465-4050 TRANSPORTATION
1907)586-2660 BUDGET SUBCOMMITTEE

March 15, 1988

Ms. Phyllis M. Day

Prince William Sound Aquaculture Corp
P. 0. Box 1110

Cordova, Alaska 99574

Dear Phyllis:

Thank you for sending a copy of the correspondence you sent to
all Senators regarding HB 185 which includes amendments to the
Fisheries Enhancement Loan Program.

| asked a member of my staff to verify some information with
Kate Graham of UFA and Senate Labor and Commerce relative to
the language "no state service charges" to PNP's.

Kate stated that her understanding was that intent language
would be used as the mechanism to address service charges.
However, John Ringstad of Labor and Commerce stated that
although there was discussion on this point, the department
had responded with information negating ever having charged a
service fee for grant programs, did not intend to begin
assessing service charges, and thus, it was not necessary to
weight the bill with a letter of intent or attach intent
language onto the Dbill

My staff discussed this element with Jeff Bush, Assistant
Attorney General, who attended that hearing and confirmed this
information.

Thank you again for writing, Phyllis, and for bringing to my
attention PWSAC's position on the bill.

Sincerely yours

Representative Bette Cato
House District 6



P rince W illiam S ound

P.O. Box 1110
Cordova, Alaska 99574
Phone: (907) 424-7511

organization for the enhancement of salmon.

March 4, 1938

Senator Ja)( Kerttula
Alaska State Senate
Pouch V, MS 3100
Juneau, Alaska 99811

Dear Senator Kertt

House Bill 185 jk scheduled to e discussed. in the Senate's Finance, Labor
and Commerce, Resources, and“udiciary”Committees. Prince William Sound
Aquaculture Corporation supports this bill for several reasons:

1. Salmon enhancement taxes were collected from commercial fishermen
specifically for distribution to the regional aquaculture associations. These
funds arc Vital to our organization as they constitute approximately 30% of
our total budget. The recCently enacted procurement code makes the former
method of distributing enhancement tax revenues via contract impractical
and cumbersome. HB™ 185 authorizes the Department of Commerce and.
Economic Development to make grants to regional aguaculture associations
en_abl|nP_d|sbursement of enhancément tax revenues in a_t_|mel¥ manner. |f
this bill"is not passed, the release of funds could be significantly delayed.

2. The Salmon_Enhancement Revolving Loan, Fund is extremely
important to the viability of the private n Bront hatchery program. From
it private nonpxxviliLhatchery operators arc able to build néw facilities,
maintain exis mg oycNind pay for operations when there is a shortfall in
rcvenucs./HB 185yrotects the integrity of the revolving loan fund bY '
clarlfym? that afr principal and infereSt payments and any money. collected
through NiV«tJ™tion or foreclosure be returned to the fund. This insures
that any moneg paid back to the fund will be available for use for future
hatchery projects.

The Armin F. Koernig Hatchery The Esther Hatchery
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3, HB 185 clarifies that only private nonprofit salmon hatcheries which
release fish in the natural waters of the State for common use arc eligible
for a loan from the revolving loan fund. This provision insures that only
lrg)%p]pfrl%lésorgan|zat|ons who henefit a wide user group will be eligible for

We urge your support of this bill to help maintain the highly successful
statewide private’ nonprofit hatchery program. Thank you.

Sincerely,

Bruce K. Suzumoto
President

BKS/pmd

Enc:  PWSAC Alaska Salmon Enhancement Tax
PWSAC Brochure

CC:  Senate Labor and Finance Committee Members
Senate Resource Committee Members
Senate Judiciary Committee Members
Senate Finance "Committee Members



Prince W illiam Sound

A guaculture Corporation

Alaska Salmon
Enhancement Tax

Prince William Sound Aquaculture Corporation’'s Armin F.
Koernig Hatchery, shown here, an 'Esther Island Hatchery
have generated over $40 million in revenues for Area E
commercial fishermen since 1977. A salmon enhancement
tax has returned two percent of that income to the
aquaculture corporation since 1985.

Wrv:t! vaw |\

Alaska Salmon Enhancement Tax

Since 1985, Area E fishermen have paid the Prince
William Sound Aquaculture Corporation two percent
of all income from salmon catches for the purpose of
salmon enhancement.

In 1980, the Alaska legislature created the Salmon
Enhancement Tax, ggvm? the Alaska Department of
Revenue the authority fo collect the tax with the
approval of a majority of the fishermen nerved by a
regional aquaculture association. Three other
Alaskan aguaculture associations opted for the
enhancement tax in 1981,

Although PWSAC received a voluntary assessment
from Area E fishermen and processors, the
corporation recoszed the need for a more stable
revenue source, In 1984, PWSAC asked the state to
authorize an election among Area E fishermen. In
Januam{, 1985, a majority ot those fishermen voted
for the two percent enhancement tax, to begin with
the 1985 season.

How is the Enhancement Tax Collected?

The two percent enhancement tax is collected by the
processors who buy salmon in Area E, in the form of
income withheld from the fishermen. The value ofthe
salmon is established by the actual price paid for the
fish at that time. Additional payments made to
fishermen—as in price settlements paid several
months after the original sale—are also subject to the
enhancement tax.

A report and pa?/me_nt oftax are due on the last day
of the month following the month In which the
fisherman received payment for the salmon. The

Department of Revenue
also requires an
annual report

summarizing the
%ear’s activity, due.
March 15 following
the calendar year the salmon
were acquired.
The moneg goes into the state's
general fund from which it is then



benefited from enhancement tax revenues from all
gear types, with seine and drift gillnet fishermen
contributing the majority ofthe income over the past

three years

The'chart below shows the contribution by gear

type, with three-year totals and percentages.

Yeai Seine

1984 na na
1985 $370,686  $401 148

1966 $227.174  $328210  $835

Drift Set
Gillnet G|Ilnet Totals
A

Na
$772,819
$956,219

1967 $679.282 $400930 94,866 $1,085,078
Totals  $1,277,142 $1,130288 96,685 $2,414,115

Percent %  468% 03%
Enhancement Tax Revenues

Revenues from the salmon enhancement tax may
be used by PWSAC for any purposes mandated by the

corporation’s_charter, Subject to

general State

stipulations. Since the 1985 inception of the tax, the
revenues have largely been used for operational

EXPENSES.

nhancement tax income in 1987 made up 29,6%
of the total revenues of the aguaculture corporation.

The chart below shows the 1987 revenues.

1987 Revenues

Hatchery Sales $2,450,000
Enhancément Tax $1,085,000
Interest Income 75,000
Other 51,000

$3,661,000

66.9%
29.6%
2.1%

CT4%
Iv.

e anivuin -u_ oulliiud CTlrifauuciiivul, 1lia  Utuuy)
appropriated to PWSAC each year by the state
Ieg%lslature IS based on an estimate—a forecast of the
actual total revenue expected for that year. This system
IS necessary because—o use 1987 asan examBIe year—
the 1987 énhancement tax payment js disbursed to
PWSAC near the beginning or thie new fiscal year—July
1987—months_before the tax on the 1987 catch is
completely collected from the fishermen. |

And how does the i iate arrive at the estimate for the
payment? For the 1987 disbursement the Department
of ‘Commerce and, Economic Development—the state
agency which administers aquaculture funding—beqins
working with preliminary figures in the fall"of 1986.

By Fébruary 1 of 1987, thé Department of Revenue
provides the dctual collection figure for 1986, as shown
In the Calculation Procedure Table (1); this amount is
added to the prior three calendar years' collections (2)
and divided by four to produce an aCtual rolling average
of the four calendar years (3). . _

This amount becornes the estimate of what will be
collected in 1987, and is sent to the legislature as a
funding request. Ass_uml_ng full funding by the
legislature, the money is disbursed throu%h the” Dept,
ofCommerce on a quarterly hasis. The first payment is
expected after JuI)(, 1987, with the second in October,

he collection of the tax on the 1987 salmon catch
begins in MaN and continues through the end ofthe year;
thé total coflected Is thus not known until the first
months of 1988. In the example, the actual amount of
tax collected for 1987 E84)7|s not the same as the payment
made to PWSAC for 198/. The difference &5) IS calculated
in_1988 and added to_the 1988 payment.

The 1988 payment is calculated in the same way as

the 1987 payment. The actual tax
collection in 1987 is

four-year rolling
average, and the 1983
fqure_ IS taken off §6). The
total is divided by Tour to arrive

at_the 1988 estimate (/).

Then, the difference between the actual
1987 collection and the 1987 payment (8)
IS added on, to arrive at the total
1988 payment (9).

(1)

(2)

Calculation Procedure
using hypothe Tl figures

A T 8

8 o eton

% Colecton

$2,080,000 f4 = §520,000

our-year rolling average
|:or 19Y87 paymegt /

Actual collection in 1987

Di”‘ere.nce befween 1987
collection and payment

e
1 g C0
1987 co

$2,130,000 -+ 4 = §532,500

our-year rolling average
roru1%8 paymlerqt Yo

Di (ere_nce between 1987
collection and payment

Total 1988 payment

ectjon
ection
ectjon
ection

revenue

$ 580,000

L

450,
580.000

$2,080,000

$ 520,000

LOO Ooo

+$ 80,000

il

$2.130.000

$ 532,500

+$ 80,000
$ 612,500

%



Kmher Island lInichcry is P'WSACs newest facility, completed in 1V8S
In I'IKN, the multi-species hatchery is expected to release over .1(10
million salmon fry —pink. chum, eolm, chinook and snckcyc.

An Aren Kgillnet fisherman picks a salmon from llIs net.

Prince W illiam Sound

Aquaculture Corporation
A regional private non-profit association for
the enhancement of salmon.

P.0. Box 1110

Cordova, Alaska 99574

(907) 424-7511

Photography by Rose Arvidson, Nancy Bird.
Cordova, Alaska
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~Aimswering the need to save a declining Prince
iYyilliam Sound salmon industry, a group of
A tvolunteer fishermen from Cordova, Alaska,
founded the PRINCE WILLIAM SOUND AQUA-
CULTURE CORPORATION (PWSAC) in 1075. .lust over
a decade later, this private, non-profit regional associa-
tion operates two of the largest and most productive
salmon hatcheries in North America.

The beginning of PWSAC's hatchery program was
marked hy tremendous volunteer effort and a strong
spirit of cooperation. An abandoned cannery at Port San
Juan in the southwestern Sound was transformed into
what is now the Arinin F. Kocrnig (AFK) Hatchery. Since
1977, the hatchery has generated S28.5 million in
revenues for Area E commercial fishermen, and is now
producing 115 million pink salmon fry each year.

The AFK llatehery was only the first step toward realiz-
ing PWSAC’s goal of supplementing tlie region's natural
salmon runs for commercial, sport and subsistence
fishing. Completed in 1985, the Esther Island Hatchery
is a multi-species facility that in 1988 is expected to
release over 300 million salmon fry destined for both the
seine and gillnet fisheries.

The huge incubation building at Esther holds millions
of pink and chum salmon eggs, as well as an expanding
rearing program for chinook and coho. With a

Arinin K Kocrnig Hatchery at I'ort San .Inan.

capacity of up to 30 million eggs, a separate facility rears
sockoye salmon for the enhancement of Sound lakes and
streams. Esther and AFK Hatcheries are expected to
generate more that 820 million in annual revenue for
Area E fishermen by 1989.

In addition to the two hatcheries, the aquaculture cor-
poration supports other projects to help assure abundant
salmon returns. Guided by a comprehensive 20-year plan
benefiting all user groups, PWSAC works cooperatively
with both the enhancement and management divisions
of the Alaska Department of Fish and Game.

The success of PWSAC's enhancement program
is built on a historic partnership of fishermen

and state government. In 1985, Area

E fishermen voted to pay a two

percent assessment tax on

their annual catch. In

addition, the Alaska

Department of

Prince Williitiu Smuiu seiners set ilicir nets during n PJ.S7 special opener in front of PWSAC’ Armin F.

Kocrnig Hatchery.

Region E

Commerce and Economic Development has provided
loans for the construction of both PWSAC hatcheries.
Legislators have responded with enthusiastic support to
the spirit of self-suffieney and cooperation which con-
tinues to motivate the aquaculture program.

The preservation and enhancement of one of Alaska’s
oldest traditional industries continues to be the primary
objective of the Prince William Sound Aquaculture Cor-
poration. The organization's success in stabilizing the
salmon supply in the Sound has surpassed the expecta-
tions of till but the most visionary of its founders.
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March 16, 1987

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.O. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art., IIl, sec. 18, of the Alaska Con-
stitution, | am transmitting a bill repealing five active
and various inactive state loan programs and making miscel-
laneous changes in other state loan programs. The programs
affected are:

1. Commercial Fishing Loan Program

2. Fisheries Enhancement Loan Program

3. Veterans' Revolving Loan Program

4, Mining Loans

5. Area Redevelopment

6. Outdoor Recreational, Open Space, and Histor-
ic Properties Development Fund

7. Child Care Facility Revolving Loan Fund

8. Alternative Energy Revolving Loan Fund

9. Residential Energy Conservation Fund

10. Tourism Revolving Fund

11, Fishery Product Revolving Loan Guarantee Fund

12. Forest Products Business Loan Guarantee Pro-
gram

13. Small Business Loans

14, Historical District Revolving Loan Fund

Each affected loan program willbe discussed in turn. A

section-by-section description of those loan programsadmin-
istered by the Department of Commerce and Economic Develop-
ment,prepared by that department, is also bheing made avail-
able to the legislature.

1. Commercial Fishing Loan Program,. This bill repeals
AS 16.10.320(b) (sec. 21 of the bill), a subsection that is
now obsolete due to changes in federal law.

2.Fisheries Enhancement Loan Program, This bill makes
numerous changes to the fisheries enhancement loan program,
AS 16.10.500 — 16.10.560,. First, it changes the title of

the loan fund to the "Salmon Enhancement Revolving Loan
Fund" (secs. 1, 2, and 3 of the bill), and reorganizes the



