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The issue came up agaii- in 1986, when Congress was debating major changes
in federal tax lans. Ms. feennett sent a letter to Robert Maynard, assistant attormey
general, asking whether changes in federal tax lans would affect the 1983 attormey
general's memo that said loan forgiveness is taxable income. Handwritten notes on
a copy of the May 1986 letter on file at the loan office say: "Still advised that ACPE
should not give tax advice per attormey general's office.” The comments are dated
June 2 and are attributed to Mr. Maynard.

The next written record of the issue came in November 1988, when Price
Waterhouse, a nationwide accounting firm, sent a letter to the commission on the
subject of loan forgiveness. The main point of the letter was to tel the commission
that itwas under no legal obligation to report loan forgiveness to the IRS on a Form
1099 (used to report non-wage income). ITie accounting firm said, 'There is no
information retum reporting requirement, even though the forgiveness is income to
the borrower.” The accountants said their advice was based on an informal opinion
from the IRS, although the comnv”ion could face penalties of up to $500,000 a year
if"he c/mion ’/as wrong and the commission was in violation of reporting
requirements to the IRS. The company suggested the commission seek a formal

ruling from the IRS.

In stating that loan forgiveness is considered taxable income by the IRS,
Price Waterhouse offered some advice:

During our meeting, we discussed your responsibilities
to the borrowers who receive debt forgiveness since
there is no information retum reporting requirement.
While there are no additional responsibilities required
by the IRS or the code, you may wish to inform the
individuals of the tax ramifications of the forgiveness.
We would recommend thatyou provide a statement of
the tax implications either in the application for the
forgiveness, or in your letter to the individual when you
notify them of the approval. Your statement could be
worded as follows:

"The amount of your loan reduction under the
forgiveness provisions of the Alaska Guaranteed
Student Loan Program is includible in your gross
income for tax purposes. Wc recommend you provide
this information to your tax retum preparer, or consult
with a tax accountant prior to completing the retum
yourself."

Nothing was done in response to the Price Waterhouse suggestion.

"We wanted to be very careful not to alarm people,” Mr. Phipps said of the
commission's reaction to the Price Waterhouse letter. | le served as director of the
Alaska student loan program from April 1988 to September 1989, and was
interviewed by phone in December at his new job as assistant secretary for finance

and policy analysis at the Maryland Higher Education Commission.

The commission wanted to take a cautious approach to the problem of
potential tax liability, he said. Although Price Waterhouse had suggested that the
commission consider asking fora private ruling from the IRS on the loan
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forgiveness issue and reporting requirements, Mr. Tnipps said he recommended
against such action. In addition to the cost of a private ruling, cstmated at $15,000,
there was tha possibility that the ruling could go against the commi:sion for not
reporting the loan forgiveness and could result in tax bills to borrov crs. The
decision was, "Let's just take our chances,"” Mr. Phipps said.

ivls. Maynard's response was similar in an October 10 phone interviewwith
Mr. Persily. Paying for a formal IRS rulingwas not worth the price, she said,
especially "if one wasn't wanted in the first place."

It appears one reason the commission chose not to notify students of the
potential tax liability or ask the IRS for a formal ruling was for fear of alerting the
IRS to tax revenue it had been neglecting foryears. The attormey general's warning
to avoid giving out tax advice may have been the legal reasoning behind the policy
of silence, but it also appears that through the years the commission wanted, as one
person said, "to let sleeping dogs lie."

"In hindsight, perhaps we should have" notified borroners of the tax liability,
said Gary Amcndola, assistant attormey general to the Alaska Student Loan
Corporation, in an interview in December with Mr. Persily. Mr. Amendola had
previously served as legal counsel to the commission, prior to establishment of the
loan corporation as a separate entity.

Mr. Amendola's advice through the years was consistent Do not give tax
advice. He said the state was under no legal obligation to report loan forgiveness to
the IRS or to advise borrowers, and the attormey general's office did not deviate
from its advice to the commission. However, he said there would have been no
"legal downside" had the state warned students of the tax issue. "We could have
done that before," he said. "It seemed pretty clear that itwas taxable."

As a point of information, the Price Waterhouse reportwas requested and
paid for by the Department of Administration, which was conducting a review of
several state programs to determine if the state was in compliance with IRS
reporting requirements. Division of Finance Director Keith Busch said he started
working with the attormey general's office in 1988 to ensure that the state was
correctly reporting to the IRS all payments made under various state programs.

Every so often through the years, a borroner would call the student loan
office and ask if loan forgiveness was taxable, Ms. Bennett said, and the answer she
gave was to advise the caller to consult a tax accountant. That was the commission's
policy untl this past fall when the IRS action caused a reaction and the commission
added a notice of tax liability to its annual statement to borrovwers. In fact, the
notice now included on forgiveness applications and annual statements is the same
notice that Price Waterhouse recommended one year ago.

ANALYSIS OF THE ALLEGATIONS

The easiest part of the case to resolve is the alleged illegal action by the
commission in turnming over to the IRS the name, address and loan amount of
borroners. Alaska Statute 09.25.110 says ttat state records arc open to the public,
unless there is a specific state or federal law protecting the confidentiality ot the
records. State regulations 6 AAC 95.010-900 say that public record reguests shall be
filled in a timclv and responsive manner, unless a state or federal law or principle
recognized by the courts prevents public disclosure. None of the exceptions appear
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o apply to the name, address and loan amount of student loan borrowers. The
borrowers are using public money, not private funds from a bank, and the
expenditure of public money is public record under the law.

In this case, the records are public; the commission did not violate any state
or federal law trat | could find in the release of the records; there is no requirement
in law or regulation that the commission ask borrowers' permission before releasing
public records; and itwould have been unreasonable for the commission to
challenge the constitutionality of the public records law solely foi the tax avoidance
benefit of borrovers.

Consequently, you found this aspect of the complaint unsupported.

As for tax advice services, it is not the job of the student loan office to act as
a tax consultant to borroners. The commission's duties under state law include
providing financial aid to college and vocational students and ensuring that schools
follow the rules for participation in the loan program. The commission is not a
branch office of H <k R Block. It should provide what borrowers need to know to
complete accurate tax returms, such as interest paid during the year, amount of loan
forgiven and, everyone now knows, the tax consequences of loan forgiveness. But
the tax buck stops there. Borrowers who are angry at the commission for not
fighting the IRS over the issLe, of forgiveness, who are upset that the commission did
not act as an advocate on the issue or who are frustrated at the lack of tax services
from the commission are expecting too much from the state. The commission's job
is to administer te student loan program, not help borrowers figit the IRS.

v
You found this allegation over the lack of tax advice unsupported.

As for whether the commission should pay the interest charged on borroners'
tax hills, the legal versus moral obligations of the state must be considered.
Although it is tre that several thousand borrowers face the unpleasant task of
paying interest on >ack taxes because they were unaware that loan forgiveness was
taxable income, they did benefit from having the use of that money for an extrayear
or two before having to pay taxes to tte IRS. However, if the commission had
rotified borrowers of the tax status of the program, they could have made individual
decisions whether to pay thelr taxe.. on tirricand avoid interest charges. | believe
that because of its decision not to tell borrowers of the tax issue, the commission
morally shares in the blame for the interest that has accrued.

For example, the average borrower in this group of 5,900 had about S1,S00 in
loans forgiven duiing 1987 and 1988. For a person in a 28 percent tax bracket, ttat
could result in about S500 in back taxes for the two years and about So0 in interest

as of this spring.

Had the IRS assessed heavy penalties against the borrowers for non-payment
of taxes, itwould have been easier to say the commission should assist in paying the
bill. But the IRS is not assessing any penalties, and the borrowers' use of the money
for an extrayear or two in part compensates them for the interest charge they must

now pay.
On the legal side, itappears the state was under no legal obligation to wam

borroners of the forgiveness issue and Mr. Persily could not tind any law that would
require the commission to pay tre interest. However, our office was aware of
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several borrowers who are considering legal action against the state over their tax
bills and interest.

The commission folloned the attormey general's advice in good faith,
although in hindsight that advice was too conservative. The advice was legally
correct, but morally flawed and a disservice to borrowners. Balancing the moral and

legal issues is difficult, and although our office agreed with the borroners
frustration that the commission shares in the moral blame for the problem, the legal

answer appears to be that the commission is not required to pay the bills.
Therefore, you found this aspect of the complaint unsupported.

However, you found supported the allegation that the commission erred in
failing to advise borroners of what it knew about loan forgiveness as soon as it knew

it

The reasoning that there was no legal requirement to tell borrovners that
their loan forgiveness could be taxable is a weak excuse, even if it does get the state
off the financial hook for the interest charges. There should not have to be a law for
everything. Just because the lack of notice was legal does not mean itwas fair to tre
borrowners who are now stuck with interest on their tax bills. The commission knew
something that apparently most borrowers did not know, yet needed to know, and
the commission should have told them at the earliest possible time and let the
borroners make their own tax decisions.

The reasoning that the.commfjsion should avoid giving tax advice was a cop-
out. We're not talking about tax advice hereg; the issue was the commission knew the
loan forgiveness money probably was taxable and yet did not give that information
to the people who could be directly affected. That's not inappropriate advice or
overstepping the jurisdiction of state government; that's sharing information with
the people who need to know.

The reasoning that keeping the issue tow key may have helped keep the issue
from the IRS is well-meaning, but the benefits that accrued to borroners who
escaped taxes does nothing to alleviate the problems created for borrowners today.

The reasoning that the commission lacked a formal IRS ruling on the subject,
and had only informal opinions from the attormey general's office and an accounting
firm also is flaned. It appears that everyone agreed the money was taxable - that
never was questioned in any of the documents reviewed or people interviewed for
this report. If the lack of a formal IRS ruling was so important, why didn't the
commission ask for itand spare everyone the risk and uncertainty, or just tell the
borrowers ttat the money may be taxable and let each individual deal with the
question. No news may be good news in some cases, but in this case no notice to

borroners was bad news.
Overall, you found these complaints partially justified.

RECOMMENDATION

Your only recommendation was that the commission notify borrowers or
grant recipients of any potential tax liabilities that may exist now or in future
programs administered by te agency.
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You then notified the complainants thatVhe reviewwas completed, that you
had sent it to the commission for comment and that the commission had an
opportunity to dispute the findings before our office concluded the investigation and
released it to them. You also told the commission that you planned tosend a copy
of the report to Governor Cowper's chief of staff, Garrey Peska. You said that this
might prevent similar problems in other state programs with similar circumstances.

AGENCY RESPONSE

Ms. Maynard responded on behalf jf the commission to our office in a
February 2,1990, letter addressing our investigatory findings and recommendation.
She accepted our first three findings which were unsupported and noted that the
commission had already notified students of the potential tax liability as we had
recommended they do. In addition, she found our evaluation of the fourth
allegation (concerning notification to borrowers of potential tax liability to be
"reasonable.” She did challenge several statements in the report which indicated the
commission "knew" the loans were taxable. However, her portrayal of that finding
as "reasonable” and the commission's notification to borrowers lead you to conclude
officially that the complaints were fully rectified and the recommendation was

accepted.

Ms. Maynard also informed us that the commission is working with United
States Senator Ted Stevens and Congressman Don Young on further complications
to thisissue. The Intermal Revenue Service (1 R S) .. is currently taxing students
for years in which the student has received no monetary benefit. . from
forgiveness eligibility. They currently tax borrowers from the time of forgiveness
eligibility as if the student has already seen a cost savings. Since this is not the case,
the commission hopes that the Congressional delegation will impress the facts upon

Along these lines, the commission also hopes to make data processing
changes which reflect "the year in which the true impact of forgiveness eligibility will
occur.” Lastly, they are working with the State Legislature on possible statutory
changes to remedy the problem.

DWHrpjc



Testimony before the house HESS Committee
Representative Johnnie Ellis, Chair
February 22, 1990
By Bill Potter, NEA Alaska

My name is Bill Potter, and | am testifying for NEA-Alaska.

We support H. B. 370 and/or any other legislative vehicle which would result
in any student loan forgiveness being classed as nontaxuble income, or
bringing about the same net effect.

NEA-Alaska has long supported loans, grants, and other incentives for
Alaskans to pursue a postsecondarv education. The I.R.S. decision to
consider loan forgiveness under the Alaska Student Loan program as taxable
income has created a disincentive to an incentive. In addition, the decision
of the I.R.S. to tax this loan forgiveness in a retroactive fashion flies in the
face of the spirit of, if not the letter of. the constitutional prohibition against

"ex-post facto laws."

NEA-Alaska sees the subject of this proposed legislation as an issue of
fairness; an issue of justice. We commend your efforts to remove the taxable
income onus from the Alaska Student Loan program.
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ALASKA COMMISSION ON POSTSECONDARY EDUCATION

MEMORANDUM
TO:
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HONORABLE
HONORABLE
HONORABLE
HONORABLE

STEVE COWPER, GOVERNOR

S3L

p.0Obox I
JUNEAU. ALASKA 99811-0599
PHONE: (907) 652854

MEMBERS OF THE HOUSE HESS COMMITTEE

JOHNNY ELLIS, CHAIR
MARK BOYER, VICE CHAIR
PETER GOLL

MAX GRUENBERG

CHERI DAVIS
WALT FURNACE

HONORABLE
HONORABLE

THE
THE

JANE MAYNARD, EXECUTIVE DIRECTOR
ALASKA COMMISSION ON POSTSECONDARY EDUCATION

FROM:

IMPACTS OF RESCINDING FORGIVENESS BENEFITS FOR
CALENDAR YEARS 1907, 1988 AND 1989

RE:

DATE: February 20, 1990

IF CSHB 370 MANDATED THE RESCINDING OF FORGIVENESS BENEFITS FOR
THE 1987, 1988, AND 1989 YEARS, THE ALASKA COMMISSION ON
POSTSECONDARY EDUCATION (ACPE) WOULD CONTACT THE BORROWER TO
DETERMINE WHETHER OR NOT THEY WANT TO RESCIND THEIR FORGIVENESS

BENEFIT. THIS WOULD INVOLVE UP TO TWO CONTACTS WITH THE
BORROWER, TRACKING THE PAPERWORK, AND REQUIRED SKIP TRACING
BORROWERS WHO HAVE NOT KEPT US INFORMED OF THEIR CURRENT
ADDRESS. THE NEXT STEP WOULD BE RESCINDING THE FORGIVENESS
BENEFITS, RECALCULATING PRINCIPAL AND INTEREST DUE FROM THL
TIME OF THE FIRST FORGIVENESS, MAKING THE NECCESSARY CHANGES ON
THE COMPUTER SYSTEM TO ADJUST PRINCIPAL AND INTEREST, NOTIFYING

THE BORROWER OF THE NEW PRINCIPAL BALANCE DUE AND NOTIFYING THE
IRS OF THE AMOUNT OF FORGIVENESS RESCINDED. WE WOULD THEN

TRACK RESCINDED FORGIVNESS BENEFITS UNTIL TERM DATE IN THE BILL
IS

OR UNTIL BORROWER RE-APPLIED FOR THE BENEFIT (WHICHEVER
APPLICABLE) AND, RE- APPLY THE FORGIVENESS.
CAr_QiL.NOTIEICATJjQNS
NOTIFICATION WOULD BE REQUIRED:
1. TO DETERMINE IF THE BORROWER WANTS TO RESCIND
FORGIVENESS (UP TO TWO NOTICES)
2. TO RELAY THE NEW LOAN BALANCE AND CHANGES TO
PRINCIPAL AND INTEREST
3. TO ADVISE IRS OF THE ADJUSTED FORGIVENESS BENEFITS
COST OF FORMS AND MAILING: $ 10,750
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RECALCULATION OF PRINCIPAL AND INTEREST

RESCINDING OF FORGIVENESS BENEFITS WOULD REQUIRE RE-COMPUTATION
OF PRINCIPAL AND INTEREST FOR EACH INDIVIDUAL LOAN.

SINCE INTEREST IS CHARGED ON A DECLINING BALANCE AND THE
INTEREST CHARGES DECLINE AS THE PRINCIPAL DECLINES, THE
INTEREST AMOUNT THAT WE CHARGE WILL BE GREATER IF WE REMOVE THE
FORGIVENESS BENEFIT. EACH PAYMENT ON EACH LOAN FROM THE TIME
OF THE FIRST FORGIVENESS WwoOuLD HAVE TO HAVE A REMOVAL OF
INTEREST AND PRINCIPAL AND A RE-APPLICATION OF BOTH. IN SOME
CASES IT MAY BE POSSIBLE TO DO THIS AUTOMATICALLY, BUT MOST

CASES WOULD BE MANUAL.
STAFFING REQUIREMENTS/DATA PROCESSING COSTS

IT WOULD BE TOSSIBLE FOR SOME OF THE LOANS TO BE REWORKED
(PRINCIPAL AND INTEREST RECALCULATION) BY CREATING A NEW
COMPUTER PROGRAM. ANY LOANS, HOWEVER, THAT HAVE HAD REVISED
SCHEDULES OR GONE INTO DEFERMENT SINCE THE TIME FORGIVENESS WAS
DONE WOULD NOT FALL INTO THIS CATEGORY AND WOULD HAVE TO BE

WORKED BY STAFF.

THE AMOUNT OF TIME REQUIRED TO IMPLEMENT THESE CHANGES, RESPOND
TO CORRESPONDENCE AND TELEPHONE INQUIRIES ABOUT THESE CHANGES,
TRACK THE NOTIFICATIONS, RESCIND FORGIVENESS AND REPROCESS
PAYMENTS (WHETHER MANUALLY OR AUTOMATICALLY) TRACK FORGIVENESS
ELIGIBLITY AND REAPPLY FORGIVENESS, PROCESS THE DATA

IN THE ACCOUNTING SYSTEM AND FILM THE RECORDS ONTO MICROFICHE
WOuLD BE OUT OF THE SCOPE OF THE ABILITIES OF PRESENT STAFF.
WITHOUT ADVERSELY IMPACTING PRESENT LOAN SERVICING
COMMUNICATIONS AND COLLECTIONS FUNCTIONS.

ESTIMATED STAFFING REQUIREMENTS:

DATA ENTRY/DOCUMENT TRACKING 1 STAFF 32,480.00
SKIP TRACING STAFF 1 STAFF 32,480.00
ACCOUNTING TECHNICIAN 1 STAFF 32,480.00
FORGIVENESS PROCESSOR 5 STAFF 170,955.00
MICROFICHE/RECORDS PROCESSOR 1 STAFF 27,940.00
TOTAL STAFF COSTS 9 STAFF 296,335.00
SPACE AND EQUIPMENT COSTS 9 STAFF 100,600.00
TOTAL CO ST o 396,935.00

DATA PROCESSING COSTS HAVE YET TO BE DETERMINED.






Parmanant Fund Dividend Division
Document Procaasing Section
PO Box S-0460

Juneau, AK 99811-0460 Hi'n 4 1990

NOTICE OF DENIAL OF ALASKA PERMANENT FUrfd DIVIDEND

pfcivwe N#TD )
immy A Merculief
Agiit» Ox>»l SAC]HIY Nurrtw
Jimmmy A Merculief 57446C677
P O Box 34197 Sponior* Soda) Security Nurmba* (» sppl'eiWF)

Juneau AK 99803

A permanent fund dividend for the above named applicant has been denied for the reaaon(s) stated below.
If you disagree with this denial, you may appeal the decision. In order to appeal you must complete and mall the endosed Request

for Appeal (form 04-190) to tha Department of Revenue within 60 days from the date of this notice. Ifyou appeal this decision, you
must return one copy of this notice with your eppenl.

Reason(s) for tho denial;

LAW AND REGULATIONS:
AS 43.23.055(2), 15 AAC 23.160(g)

A person must file an application on or before June 30, 1989, in
order to receive the 1989 Permanent Fund Dividend.

FINDINGS OF FACT:

Your application wa3 postmarked or personally delivered to one of
our offices after June 30, 1989,

CONCLUSIONS FROM THE FACTS’

As your application wa3 postmarked or personally delivered after
June 30, 1989, you do no* qualify for a 1989 Permanent Fund
Dividend.

Data
o Lo . 04-02-90
Permanent Fund Dividand Division Office .
01-160 (R«v. 7/80)
10 d SWS68U06 "ON xyj hougwm ahww utfi sni 06-z.i-ajy
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STEVE COWPER, GOVERNOR

' ; STATE OFFICE BUILDING
DEI'AKTMEXT Off UEVEIM E PO BOX. S0463

JUNEAU. ALASKA 99811-0400
PERMANENT FUND DIVIDEND DIVISION

April 11, 1990

Jeff D. Larrabee
BREACH

BOX 34197

Juneau, AK 99803

Dear Mr. Larrabee:
Re: 1983 Permanent Fi id Dividend Appeal (S)
4
This is to acknowledge receipt of your Request for Appeal.

The Department works appeals on a first-received, first-worked basis.
Due to the number of appeals received before ycur appeal, it may be
several months before your cose will be heard.

In case you change your addressor phone number, please notify the
Department by sending in a change of address form to: Alaska
Department of Revenue, Permanent Fund Dividend Appeals, P.0. Box
S-C463, Juneau, .Alaska 99811 jo I will be ableto reach you when your
appeal is worked.

Thank you for your cooperation and patience.



HOUSE COMMITTEE REPORT

(7)
Date Referred: April 4, 1990 FURTHER REFERRALS:
Date of Committee Action: N jFZnCFO FINANCE

The JUDICIARY Committee considered:
HB-3.80

HOUSE BILL NO. 380 PFD'S FOR INCOMPETENT PERSONS

"An Act relating to permanent fund dividends r,u.

individuals; and providing for an effective date." Incompetent

RECOMMENDATIONS:

N | be replaced with d 5 S'so {S ufi) ] the same title
[ j a new title

have attached amendment(s)
do pass

do not pass

no recommendation
individual recommendations

additional referral to the Committee
ADOPTS: JLetter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)

[ ] fiscal impact fiscal note(s)

[
[ 2 zero fiscal note ('Z ) zero fiscal note (s) < <-*o J
[

]
)
[ 1 zero with analysis_ 2 zero fn/analysis

SIGNING DO PASS:
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Original sponsor(s): REP. HUDSON, MacLean, Zawacki, Hanley

IN THE HOUSE BY THE JUDICIARY COMMITTEE
CS FOR HOUSE BILL NO. 380 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to permanent fund dividends for
disabled individuals; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS A3.23.005(c) 1is amended to read:

(c) A parent, guardian, or other authorized representative may
claim a permanent fund dividend on behalf of an unemancipated minor or
on behalf of a disabled or an incompetent individual who 1is eligible
to receive a payment under this section.

* Sec. 2. AS A3.23.015(d) 1is amended to read:

(d) The application and certification of residency of an un—
emancipated individual under 18 years of age or of a disabled or an
incompetent individual must be signed by the individual®s parent,
legal guardian, or other authorized representative.

* Sec. 3. AS A3.23.015(f) is amended to read:
() A minor or a disabled or an incompetent 1individual may not
maintain a claim against the state or an officer or employee of the
state based on the manner 1in which the parent, guardian, or authorized
representative other than a public agency of the state managed or
disposed of permanent fund dividends received on behalf of the minor
or disabled or 1incompetent individual.
* Sec. A. AS A3.23.025(a) 1is amended to read:
(a) By October |1 of each year the commissioner shall give public

notice of the value of each permanent fund dividend for that vyear.

-1- CSHB 380(Jud)



1 The public notice shall contain a statement disclosing the amount by

2 which each 1individual dividend has been reduced 1in order to pay the
3 costs of administering the program and the hold harmless provisions of
4 AS A3.23.075. The commissioner shall also include the statement on
5 the stub attached to each individual dividend check. The commissioner
6 shall determine the value of a permanent fund dividend by

7 1) determining the total amount available for dividend
8 payments, which equals

9 (A) the amount of 1income of the Alaska permanent fund
10 transferred to the dividend fund under AS 43.23.045(b) during the

current year;

12 (B) plus the unexpended and unobligated balances of
13 prior Tfiscal year appropriations that lapse into the dividend
14 fund under AS 43.23.045(d);

15 ) less the amount necessary to pay dividends from
16 the dividend fund in the current year under AS 43.23.055(3) and
17 7);

18 (D) less the amount necessary to pay dividends from
19 the di/idend fund due to eligible applicants who, as determined
20 by the department, filed for a previous year®s dividend by the
21 filing deadline but who were not 1included 1in a previous year"s

dividend computation;

22!

23 (2) determining the number of individuals eligible to
24 receive a dividend payment for the current year; and

25, ) dividing the amount determined under (1) of this sec—
2% tion by the amount determined under (2) of this section.

27 * Sec. 5. AS 43.23.055 1is amended to rend:

78 Sec. 43.23.055. DUTIES OF THE DEPARTMENT. The department shall
79 (0 annually pay permanent fund dividends from the dividend

B 380(Jud) -2-



fund;

(2) adopt regulations under the Administrative Procedure
Act (AS 44.62) that establish proceduresand time limits for claiming
a permanent fund dividend; the department shall set the time limit for
applications for permanent fund dividends so that the number of eligi—
ble applicants 1is determined by October 1 of the year for which the
dividend 1is declared and permanent fund dividends for a year ;re paid
before April 30 of the year following that year;

(3) adopt regulations under the Administrative Procedure
Act (AS 44.62) that establish proceduresand time limits for an indi—
vidual upon emancipation or upon reaching majority to apply for perma-—
nent fund dividends not received during minority because the parent,
guardian, or other authorized representative did not apply on behalf
of the 1individual;

4 assist residents of the state, particularly in rural
areas, who because of language, disability, or inaccessibility to
public transportation need assistance to establish eligibility and to
apply for permanent fund dividends;

(5) annually determine, 1in cooperation with the Department
of Corrections, the number and 1identity of individuals 1ineligible for
a permanent fund dividend under AS 43.23.005(d); [AND)

(6) adopt regulations thatare nece-sary to implement
AS 43.23.005(d)j_

) adopt regulations that establish proce lures for tne
parent, guardian, or other authorized representative of a disabled
individual to apply for prior year permanent fund dividends not re—
ceived by the disabled individual because no application was submitted
on behalf of the individual.

See. 6. AS 43.23.095 is amended by adding a new paragraph to read:

-3- CSHB 380(Jud)
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*

9 "disabled™ means physically or mentally unable to
complete and sign an application due to a serious emotional distur-
bance, visual, orthopedic, or other healch 1impairment, ordevelop-
mental disability that 1is attributable to mental retardation,cerebral
palsy, epilepsy, autism or other cause; "disabled” doesnot mean
"incompetent";

Sec. 7. The Act takes effect January 1, 1991.

CSHR 3tf0{Jud)
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April 4, 1990

Representative Peter Goll

and
Representative Max Gruenberg,
CoChairmen - House Judiciary Committee

Alaska State Legislature
Juneau, Alaska

Dear Representatives Goll and Gruenberg:

CSHB 380(SA) w ill soon be transmitted to the House Judiciary
Committee for consideration. The legislation relates to
pe.manent fund dividends for disabled individuals, and seeks
to require the Department of Revenue to adopt regulations to
enable the parent, guardian or authorized representative of a
disabled individual to apply for prior years dividends.

| introduced HB 380 after being advised by Mr. Rod Moline,
Executive. Director of REACH, that some of his disabled clients
had missed receiving their permanent fund dividends because no
timely application had been made on their behalf.

Enclosed is a copy of a letter from Mr. Moline, as well as a
copy of a letter from Ms. Rebecca Graham, Staff Attorney for
Advocacy Services of Alaska. Ms. Graham has made available
copies of briefs she has filed on behalf of her client, and
the briefs state rather well the problems disabled Alaskans
have encountered relating to their application process with
the Department of Revenue.

Also enclosed is a copy of a recent letter from Commissioner
Hugh Malone, Alaska Department of Revenue, advising me that
effective April 1, 1990, regulations have been adopted to
address the problem HB 380 seeks to solve.

However, according to a legal opinion from Ms. Tamara Cook,
Director of Legislative Legal Services, there is no statutory
authority for the promulgation and adoption of this regula-

tion.

IA HIKLSILMINC



The passage of HB 380 w ill not only provide statutory authori-
ty, but it will also be a policy in statute. Regulations are
changeable at any time, and | believe this policy is necessary
to protect those Alaskans who suffer disabilities as defined

in this legislation.

Your favorable consideration to place this b ill on the House
Judiciary Committee schedule at the earliest possible date
w ill be very much appreciated.

Respectfully,

Bin Hudson
BH: Ih

Enclosures
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MEMORANDUM April 5, 1990

SUBJECT: Permanent fund dividends for disabled
individuals (CSHB 380(SA))

TO: Representative Bill Hudson
13 Y
FROM: Tamara Brandt Cook )
Director

Division of Legal Services

You have supplied me with a copy of a letter from Hugh
Malone, commissioner of revenue in which he suggests that
HB 380 1is not needed because of a regulation adopted by the
department that provides:

IfT the department does not have a timely filed applica—
tion on file for an individual, than individual or an
authorized representative may submit an application for
a prior year dividend, 1if the individual was disabled

as defined in 15 AAC 23.990(6) during the application
period.

You have asked me to comment on this letter with respect to
CSHB 380(SA). That bill deletes the word "incompetent™
where it appears in AS A3.23 and substitutes the word

"disabled.”™ A statutory definition of "disabled"” is in—
cluded for the chapter that matches the definition under
15 AAC 23.990(6). In addition, the bill provides specific

authority to the department of revenue to adopt regulations
that establish procedures for a representative of a disabled
individual to apply for prior year dividends on behalf of
that individual.

I agree with Commissioner Malone that much of the purpose
behind CSHB 380(SA) 1is accomplished through adoption of the

regulation. However, there are several reasons why the leg—
islature may still wish to enact this bill. First of all,

what can be done by regulation can be undone by regulation.
If the legislature wishes to retain control over this 1issue,
it must enact law. Secondly, CSHB 380(SA) now goes further



Representative Bill Hudson
Page 2
April 5, 1990

than the regulation. By changing AS A3.23.005(c), the bill
expands the group of people on whose behalf a representative
may app” for a current year dividend initially -- from in—
competent people to disabled people. The regulation only
addresses applications for prior year dividends, so it 1is
not substantively identical to the bill. Lastly, AS AA.62.-
030 provides

Sec. AA_.62.030. CONSISTENCY BETWEEN REGULATION AND

STATUTE.

If, by express or implied terms >f a statute, a state
agency has authority to adopt regulations to implement,
interpret, make specific or otherwise carry out the
provisions of the statute, a regulation adopted is not
valid or effective unless consistent with the statute
and reasonably necessary to carry out the purpose of
the statute.

The department of revenue currently has statutory authority
to adopt regulations relating to the permanent fund dividend
program under AS A3.23.055. Arguably, the regulation at
issue goes beyond the authority granted under AS A3.23.055
and does more than can be justified under AS AA.62.030 as
reasonably necessary to carry out the purpose of the stat—
utes relating to the dividend progranm. The bill, by provid-—
ing specific authority to the department to adopt regula-—
tions establishing procedures for a representative of a dis—
abled individual to apply for prior year dividends, removes
the question as to the authority of the department to adopt,
this particular regulation.

TBC :pi
WKPA/02A
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January 30, 1990

Representative Red Boucher,
Chairman

House State A ffairs Committee

Juneau, Alaska

Dear Representative Boucher:

Enclosed is a copy of a letter together with copies of briefs
| recently received from Rebecca Graham, Staff Attorney for
Advocacy Services of Alaska.

Ms. Graham discusses her past efforts on behalf of incompetent
individuals who had not received a Permanent Fund dividend.

My assertion that the Department of Revenue needs direction by
statute is supported by the description of the Department's
arbitrary actions relating to claims brought by Ms. Graham.

A fter you have reviewed this m aterial, | hope you w ill agree
to schedule HB 380 for a hearing.

Respectfully,

B ill Hudson
BH: Ih

Enclosures

REPRESENTING
*'Y AIASKAS CAPITA! CITY



ADVOCACY SERVICES OF ALASKA

615 East 82nd, Suite 101 230 South Franklin 250 Cushman, Suite 3H

Anchorage, AK99518 Juneau, AK99801 AK99701

(IQO 34/1-1002 TDD &96(3( 5361627 TDD f—'ax 456-1070 TDD
ee 800-478-1234 907) 586-1066 907)456-1080

Fax (907)349-1002

January 18, 1990

Representative B ill Hudson
P.O. Box V
Juneau, AK 99811

Attn: Landa

Re: F Jianent fund dividend checks for people
vith disabilities

Dear Representative Hudson:

| spoke today vith Rod Moline of REACH in Juneau about the issue of
people vith developmental disabilities vho miss filing deadlines for re-
questing their permanent fund dividends. He called me because he vas
avare of a case | recently settled vith Department of Revenue. He
stated that your office is interested in introducing some legislation to
deal vith this problem.

| have enclosed a copy of the briefs in the court appeal that | brought
on behalf of a man vith mental retardation. Basically the facts and is -
sues are set out in the brief of appellant. After this vas filed, the
court remanded the case back to the Department of Revenue for a hearing
to get more facts.

Ve never had a hearing on any of the issues because the State settled
vith my client and gave him his 1986 Permanent Fund Dividend. Subse-
quently the Department also settled vith a client of this agency vho has
a diagnosis of mental illness and had also not applied for a PFD.

| have removed the name of my client to protect his dignity although
this case is a public record.

| vould be happy to provide any more information about this case or any-
thing else that might be helpful to bring about a statutory resolution
to this. | do not think that the current policy of simply settling vith
those claimants vho appeal vill be fair to those vho have no vay of
knoving that this is available.

Sincerely,

Rebecca E. Graham
Staff Attorney



IN THE SUPERIOR COURT FOR THE STATE OF ALASKA

THIRD JUDICIAL DISTRICT

Appellant,

V. Case No. 3AN-88-5268 Cl

HUGH MALONE, Commissioner,
Department of Revenue, State
of Alaska, 1in his official
capacity.

AN ADMINISTRATIVE APPEAL FROM A FINAL DECISION
OF THE DEPARTMENT OF REVENUE

REPLY BRIEF OF APPELLANT

Rebecca E. Graham
Attorney for Appellant

- ADVOCACY SERVICES OF ALASKA
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A. MR. G WOULD BE DENIED DUE PROCESS IF
NOT ALLOWED TO PRESENT THE ISSUES IN
THIS APPEAL.
The State contends that all issues raised by G
in this appeal are outside the scope of the administrative
proceeding held by the Department of Revenue. The Depart-

ment quotes AS 42.23.015(g) which states in part:

An appeal under this section does not
entitle the aggrieved individual to a

trial de novo. The appeal shall be
based on the record of the administra-
tive proceeding from which appeal s

taken and the scope of appeal is Ilimited
to matters contained in the record of
the administrative proceeding.

However, Mr. G was not represented by counsel at the ad-

m inistrative hearing and in fact, did not even participate

in the hearing in any meaningful way. He was assisted by
Ms. Ronnie Darnell, the Administrator of Full Circle Board-
ing Home, where he lives. [Tr. 14]

Mr. G stated his name at the outset of the

hearing [Tr. 14] and his further involvement in the hearing
was to occasionally hit a button on the phone he was using.
(See Tr. 14, 15 and 16.] It was assumed by ever/one in-
volved that Mr. G was not capable of participating any
further in the hearing; the Department of Revenue allowed
another person to do all of his speaking for him. (Tr. at

17] He certainly was not able to develop any legal



arguments as to why he was entitled to receive his 1986
Permanent Fund Dividend nor was his non-lawyer assistant.
It is 1indeed surprising chat the Department of Revenue
allowed the hearing to go forward under these circumstances.

Where a deprivation of agovernment benefit 1is in—
volved,the United States Supreme Court has required a high
degree of due process. See Goldbercr v. Kelly. 397 U.S. 254
(1970) (requiring a procedure much like a trial for depriva—
tion of welfare benefits) . Certainly an entitlement program
like the Alaska Permanent Fund Dividend rises to the level
of requiring similar due process protections. See Zohel wv.
Williams. 457 U.S. 55. 60 (1982).

Since Mr. G was not able to present the con—
stitutional arguments at the earlier hearing due to his dis—
ability and the manner 1in which the hearing was conducted,
it would be a denial of due process to dismiss the issues he
raises now. A more equitable solution would be to remand
the case to the Department of Revenue for a hearing on the
issues raised here if the court rules that such 1issues

should not be raised at this time.

3. THIS COURT HAS THE DISCRETION TO RELAX
THE RULES REGARDING ISSUES RAISED ON
APPEAL.

As the State correctly observes, issues not raised
in the Jlower tribunal are generally waived, yes T v. First

gfaslcr.al.2ar.h-.c”;airbank.-, 659 ?.2d 1223, 1:24 n.2 (Alaska



1983)

However,

some exceptions to t

the Alaska Supreme Court has vrecognized

he general rule. In Vest, the Court it—

self required briefing of an issue neither party had raised

in the

lower court.

727 P.2d 1056, 1059

alleged

(plain

leged

cess would

heard,

at the

Unless it
ordinarily

Id. at 1234. And in Matter of 1 .a .m ..
(Alaska 1986), the court stated:

constitutes plain error, we
will not consider a claim of

error if i1t was not both argued in the
trial court and properly raised on ap-—
peal. (Citations omitted.] In order
for this court to find plain error, the

error must
be obviou

omitted.]
SS3X5./ 63
1981), " (

obvious mi

ates a hi
has result

There the

error not bei

in Appellee”s

the

he

be denie
appellate

aring leve

"relaxation of the

propriate

City Of. Fairbanks.

mitted

by

where a

In a case

all conce

affect substantive rights and
sly prejudicial. [Citation
As we stated 1in Miller v.
6 P.2d 1183, 1189 (Alaska
p]Jlain error exists where an
stake has been made which cre—
gh likelihood that injustice
ed."

court found plain error where a parent

improper notice in an Indian Child Welfare Act case

ng limited to the Criminal Rules as al—
Brief). 1In other words, where due pro-—
d by failing to allow the issue to be

court may consider an issue not raised
l. Further, the court has noted that
appellate rules might be especially ap-—

layman represents himself."” M iller wv.

509 P.2d 826, 829 n.8 (Alaska 1983).

such as this where the appellant was ad-—

rned to lack the ability to handle the



hearing himself, the dismissal of his constitutional argu—
ments would be a denial of due process. If this court ac—
cepts that the factual 1issues would be better addressed by
an administrative hearing, remand is a more appropriate rem—
edy, preserving due process rights, than dismissal of Mr.
G s claims.

.

THE DEPARTMENT OF REVENUE DOES NOT PRO-—

VIDE SUFFICIENT ASSISTANCE TO DISABLED

APPLICANTS.

The State has listed some ways in which it pro—
vides assistance to people with disabilities in applying for
Permanent Fund Dividends and concludes that these are suffi—
cient under AS 43.23.055(4) which requires such assistance.
However, the methods of assistance listed by the Department
are completely 1inadequate for a person with a mental dis—
ability. Without an outreach program of seme kind, it would
be impossible for a person without the capability to read to
even know that it was time to make an application. Another
alternative 1is to leave open the filing deadline for all
those people who are 1incapable of knowing of their entitle—
ment to a Permanent Fund Dividend. But to merely state that
when a person contacts the Department cf Revenue, they will
be given assistance misunderstands the ratura of many dis—
abilities. Unless every developmental!*/ disabled person in

the state of Alaska were in a care-cakir.g relationship or



had a legal guardian, the system contemplated by the State
in its brief would not work.

Contrary to the State"s position, this is a ques—
tion of law which should be evaluated by this court under
the substantial evidence test. Kelly v. Zamarello. 486 P.2d
906, 916 (Alaska 1971). The Department of P.evenue 1is not
charged with having expertise 1in assisting people with dis—
abilities. It is a question of law as to whether they have
fulfilled their statutory mandate to make such assistance
available.

As stated above, to aery Mr. G . the chance to
raise this statutory issue would be a denial of due process.
Again, remind for further factual development as the court
finds necessary would be a more appropriate remedy than
dismissal.

.
A. THERE 1S NO RATIONAL BASIS FOR TREATING

MR. G DIFFERENTLY FROM MINORS APPLY —

ING FOR PERMANENT FUND DIVIDENDS.

The State does not deal in 1its brief with whether
there is a rational basis for treating Mr. G differently
for purposes of receiving his 1986 Permanent Fund Dividend
than the way minors are treated by law. They argue 1instead
that this 1is a decision which the Department could make 1in

any way which it saw fit. However, where a statute leaves

open the method by which an agency may act, that agency must



still act constitutionally. Further that action has nothing
to do with agency expertise. A constitutional question of
whether equal protection has been denied does not come
within the special knowledge and expertise of the Department
of Revenue. This 1is an issue which the courts are uniquely
charged with deciding. Kelly v. Zamarello. 486 P.2d 906,
916 (Alaska 1971).

B. IT IS CONSTITUTIONAL TO PROVIDE DIFFER-—
ENT TREATMENT FOR PEOPLE WITH MENTAL

DISABILITIES.

Eecause the Court in City of Cleburne v. Cleburne
Living Center. 473 U.S. 432 (1985), refused to make people
with mental retardation a suspect <class for purposes of
equal protection claims, they left open the possibility of
treating such people differently. Id. at 433-445.

[Legislation... singling out the

retarded for special treatment reflects

the real and undeniable differences be—

tween the retarded and others. That a

civilised and decent society expects and

approves such legislation indicates that

governmental consideration of those dif—

ferences in the vast majority of situa-—

tions 1is not only legitimate but also

desirable.
Id- at 444.

Our Jlegislature has required that the State pro-—
vide assistance to people with disabilities 1in applying for

and proving eligibility for Permanent Fund Dividends. The

question for the court 1is whether that assistance was ade-



gquate to assist people such as Mr. G , hot whether to do
so would be constitutionally impermissible.
1v.

THE STATE OF ALASKA HAS DISCRIMINATED
AGAINST MR. G ON THE BASIS OF HIS
DISABILITY.

The Alaska Statutes state at AS 18.80.255(3):

It is unlawful for the state or any of
its political subdivisions... to refuse
or deny to a person any... state...

funds, services, goods, facilities, ad-—
vantages or privileges because of physi—
cal or mental disability.

As stated 1in appellant®s brief, this section of
theAlaska Statutes 1is substantially similar to federal law
found at 29 U.S.C. 8 794 (5 504 of the Rehabilitation Act
of 1973).1 Federal decisions and the federal government
have consistently required "reasonable accommodation™ of a

person®s disabilities. (See e.g., Nelson v. Thornburgh. 567

That Act provides:

No otherwise qualified individuals with
handicaps in the United States, ...

shall, by reason of the handicap, be ex—
cluded from the participation in, be de—
nied the benefits of, or be subjected to
discrimination under any program or ac-—
tivity receiving Federal financial

assistance or under any program or ac-—
tivity conducted by any Executive agency
or by the United States Postal

Service. ...

Section 7(3) of the Act also cracks the definition of dis—
ability found at AS 18.30.300(12).



F. Supp. 369 (E.D. Pa. 1983), aff"d mem.. 732 F.2d 146 (3d
Cir. 1984), cert, denied, 105 S.Ct. 955 (1985).) This has
included requiring what might be seen as ‘"preferential
treatment” such as the requirement than deaf people be pro-—
vided with sign language 1interpreters and telecommunication
devices so that they may be able to receive the benefits of
governmental programs. An excellent analysis of what is re—
quired is found in Kaufman, Federal and State Handicapped
Discrimination Laws: Toward an Accommodating Legal Frame—
work, 18 Loy. U. L.Rev. 1119 (1987). As stated above, it is
constitutionally permissible for people with mental retarda—
tion to be treated differently than others. See Cleburne.
supra.

Similarly, the accommodation necessary for a per—
son with a developmental disability is that the filing dead—
line be waived in those cases where it would 1impermissibly
deny the person privileges of residency 1in the State of
Alaska under AS 18.80.255(3).

CONCLUSION

Mr. G . should be allowed to present his argu—

ments in this appeal or, in the alternative, to present

facts supporting his arguments in an additional administra—

tive hearing. To dismiss this case, as requested by the
State, would be a denial of due process. In addition, the
issues vraised by Mr. G in Appellant®s Brief have not



been refuted by the State. It is not impermissible to give
reasonable accommodation to people with developmental dis—
abilities as required by state statute.

Respectfully submitted at Anchorage, Alaska this

day of . 1988.

Rebecca E. Grahanm
Attorney for E mu. G
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"(f) A minor or an incompetent individ-
ual may not maintain a claim a%;alnat the
stale or an ofTicer or employee of the state
based either on the manner in which the
parent, quardian, or authorized represen-
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applicant, other than a person who is ex-
empt under AS 47.45015(h), to elect to
receive the dividend either in cash or as
an annuity credit."

Cross references. — For voluntary'
contributions to Alaska Winter Olympics
account, see AS 05.35.100.

Effect of amendments. — The 1988
amendment, effective January 1, 1989, re-
wrote the statement of.e||g|b|I|t¥. and cer-
tification of residency in subsection (b) to
the extent that a detailed comparison is
impracticable. .

he 1989 amendment, effective Janu-
ary 1, 1990, substituted "24 months" for
"six months" in the first two paragraphs
of the form in subsection (h)

Editor's notes. — Until J.anuar? 1,
1990, the first two paragraphs in the form
in subsection (b) refer to a six-month
rather than 24-month residency period.

Sec. 43-23.025. Amount of dividend, (a) By October 1 of each

year the commissioner shall give public notice of the value of each
permanent fund dividend for that year. The public notice shall contain
a statement disclosing the amount by which each individual dividend
has been reduced in order to pay the costs of administering the pro-
gram and the hold harmless provisions of AS 43.23.075. The commis-
sioner shall also include the statement on the stub attached to each
individual dividend check The commissioner shall determine the
value of a permanent fund dividend by

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

(A) the amount of income of the Alaska permanent fund transferred
to the dividend fund under AS 43.23.045(b) during the current year;

(B) plus the unexpended and unobligated balances of prior fiscal
year appropriations that lapse into the dividend fund under AS
43.23.045(d);

(C) less the amount necessary to pay dividends from the dividend
fund in the current year under AS 43.23.055(3);

>d of the administrative proceeding
he scope of appeal is limited to mat-
the administrative proceeding,

nt provisions of AS 43.23.035 apply
rmanent fund dividend on behalf of
m § 2 ch 159 SLA 1988; am § 4 ch

permanent fund dividends The commis-
sioner may re(1u|,re,an individual to pro-
vide proofof eligibility, and the commis-
sioner may uae other information avail-
able from™ other state departments or
agencies to determine the eligibility of an
individual. _

"(b) The department shall prescribe and
furnish an application form for claiming a
permanent fund dividend The apP,Ilca,tl_on
must contain a statement of eligibility

92 93



8§ 43.23.035 Alaska Statutes Supplement 8§ 43.23.03s ]4323
(D) less the amount necessary to pay dividends from the dividend cistern
fund due to eligible applicants who, as determined by the department w a civ
filed for a previous year’s dividend by the filing deadline but who were five di\
not included in a previous year’6 dividend computation; may Coi
(2) determining the number of individuals eligible to receive a divi. 102 SL
dend payment for the current year; and
(3) dividing the amount determined under (1) of this section by the Reviao
amount determined under (2) of t'-i3 section. ghdt%h S';
(b)  For the purpose of calculating the amount of a permanent fund  tnents nr
dividend under (a) of this section, an individual who is ineligible to 1385 is 1
receive a dividend under AS 43.23.005(d) is counted as an eligible 33?5%'@'
individual whether or not the individual has applied for the dividend criminal i
(8 1 ch 102 SLA 1982; am § 1 ch 55 SLA 1983; am § 2 ch 43 SLA  n indivi
1984; am § 2 ch 57 SLA 1987; am § 2 ch 54 SLA 1988) onnectid
Effect of amendment*. — The 1984  subparagraphs (D)-(D), and in paragraph ?esr'ezaad(,)lt%
amendment substituted "October” for  (3) substituted “Under" for "in" in two  nent fund
"December” in the first sentence in the  places. gether wi
introductory paragraph. The 1988 amendment, effective May 26, uidividua
The 1987 amendment, added the Becond 1088 added subsection (b). igible for
and third sentences in the introductory Editor's notes, — Section 4, ch, 54 end.
language, in para_?rth (1) inserted "the | A 1988 provides that the amendments  '(b) If
tota] amount available for dividend pay-nade "ty this section by ch. 54, SLA 1088 that a cas
ments, which e(iuals" folowing "deter- o on 1 ol ity for permaneni  Climed b
mining," designated some of the emstmg AUt dividénds for years after 1988 gommissic
language as subparagraph ( and adde J ' cedur?s i
uon of tax
NOTES TO DECISIONS
Stated in Alaska Oil Co. v, Alaska, 45 _Sec. *
Bankr. 358 (D. Alaska 1985) lished a
shall be
Sec. 43.23.035. Penalties and enforcement, (a) In addition to  the comi
any criminal penalties imposed by state law, if an individual is con- (b) No
victed of a crime in connection with a false statement made in a | commissi
certification required under AS 43.23.015, and the conviction is not I ijncome o
reversed, that individual forfeits all permanent fund dividends paid | ending oi
and is not eligible for a future permanent fund dividend. However
(b) If the commissioner determines that a permanent fund dividend  Aperad.
should not have been claimed by or paid to an individual, the commis- JDistrict)
sioner may use all collection procedures or remedies available for . ,, - D
collection of taxes under this title to recover the payment of a perma- ito the di
nent fund dividend that was improperly made. A notice of an improp-
erly paid dividend must be sent to the individual within 10 years after pal of tf
the improper payment. If notice is not sent within the 10-year period, * (€) rre
proceedings may not be commenced in court for recovery of the im- ' (d) Un
proper payment. , pended a
chapter 1

() An individual who, in claiming a permanent fund dividend, or _
an individual who, in certifying another person’s eligibility, wilfully ~ which th
misrepresents, exercises gross negligence, or recklessly disregards a the amot
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STEVE COWPER, GOVERNOR

pn ROY C

/ JUNEAU. ALASKA 99B11-0400
PHONE:: (907) 465-2300
TELEFAX (@07". 465-2399

April 2, 1550

The Honorable Bill Hudson
Alaska House of Representatives
P.O. Bex V
Court, Room 606
Juneau, Alaska SSCl1
Dear Representative Hucsor.:

Vcur bill, HB 500 - "An Act relating to Permanent Fund Divioenas for
Incompetent Individuals is scheduled for hearing in house State
Affairs on April 5. Essentially this is a gcca piece of legislation. It

seeks to adGress a fundamental inequity in the administration of the PFD
program. Uith the recent adoption of 15 AAC 23.135(e), however, the
Department believes this legislation to be unnecessary. Like yourself,
the Department recently came to the conclusion that certain Alaskans,
those loosely defineu as "disableG" under 15 AAC 23.550(6), were unfairly
being excluded from the program due to overly restrictive guiGelir.es.
Through no fault of their ov.n-they were simply unable to complete the
application-some were r.ct completing or filing their application in time
to meet the filing aeaaline. The recent adoption of 15 AAC 23.135(e)
should adequately aaoress this protlem:

15 AAC 23.135(e) If the department does not have a timely filed
application or. file for an individual, that individual or an
authorized representative may submit ar. application for a prior year
dividend, if the ir.aivicual was disabled as cefinea in 15 AAC
23.590(6) during the application period.

| appreciate >cur efforts (HE 3EC) ir. bringing both public anc
legislative attention to this issue. With the new regulation in place,
the department will immediately undertake steps td rectify this very
unfortunate situation.

Sincerely

Hugh rayone
Commissioner

HM:RW:sp
5C-75

cc: All Members of house State Affairs Committee



Register 1990 REVENUE 15 AAC 23.135
=

gible to receive a permanent fund dividend. (Eff. / /

Register )

Authority: AS 43.23.015

AS 43.23.055

15 AAC 23.135. ELIGI3ILITY FOR A PRIOR YEAR DIVIDEND FOR
1990 A.ND SUBSEQUENT YEARS. (a) An individual who has reached
majority, or who has become an emancipated minor, may apply to

the department for a prior year dividend if

(@) the individual had not reached majority or become
an emanicipated minor July 1 of the dividend year for

which the individual is applying;

(2) a complete permanent fund dividend application was
not filed by an eligible sponsor on the individual®s behalf, was
not timely filed, or”solely as a result of competing applications

being filed, was”oaid; and
A"



Register 1990 REVENUE 15 AAC 23.135

) the individual would have qualified as a reside

as described in AS 43.23.095(7).

(b) An individual who qualifies under (a) of this section
must Tfile an application within one year after the individual
reaches majority or becomes an emancipated minor, whichever 1is
earlier.

L

(c) Except as provided 1in (e) of this section, dff the
department does not have a timely filed application on file, in
order to be eligible to receive a dividend, the applicant must
submit”® before July 1 of the year following the dividend year, a
request to reapply and one of the following forms of evidence

that an application was timely filed with the department:

(D a mailing receipt?

(2) a delivery receipt; or

(3) a notarized affidavit in which the aDplicar.t or

applicant®s sponsor states, under penalty of unsworn falsifica—

tion, that the application was timely filed{ and



Register : 1990 REVENUE 15 AAC 23.135

(A) an individual states, wunder penalty of wunsworn

falsification, that the individual witnessed the filing; or

(B) one of the individuals who signed the residency
verification portion of the timely filed application states,
under penalty of unsworn falsification, that the individual
signed the residency verification before the application

deadline.

(d) IT an applicant fil&s, under (c) of this section,
request to reapply along with the required supporting evidence by
September 15 of the dividend year and 1is determined to be eligi—
ble. the department will pay the applicant from that vear®s divi—
dend distribution. IfT an applicant files, under (c) of this sec—
tion, a request to reapply along with supporting evidence after
September 15 of the dividend vyear but before the Julv 1
immediately following the dividend year and 1is determined to be
eligible, the department will pay the applicant from that vear"s
dividend distribution if money is available; if money 1is not
available, then the applicant will be paid from the subsequent

year®s dividend distribution.



Register , 1990 REVENUE 15 AAC 23.145

(e) IT the department does not have a timely fi
application on file for an individual, that individual or an
authorized representative may submit an application for a prior
year dividend.”~if the individual was disabled® as defined in
15 AAC 23.990(6) during the application period. (EfT. /

Register )

Authority: AS 43.23.015

AS 43.23.055

15 AAC 23.145. APPLICATIONS GENERALLY FOR 1990 AND SUBSE —
QUENT YEARS. (a) An individual may apply for a permanent fund
dividend after March 31 but before July 1 of the dividend year on
a form provided by the department. An application postmarked

during that period 1is considered timely filed.

(b) Except as provided in AS 43.23.015(d), 15 AAC 23.155,
pelmanenf-fund
and 15 AAC 23.165, an individual applving for a”~dividend pcymen-
must personally sign the certification of residency and eligibil—

ity contained on the application form.



15 AAC 23.990 Administrative Code Supplement 15 AAC 23.990

15 AAC 23.990. DEFINITIONS. In this chapter, unless other-
wise indicated,

(1) "abode” means one’s home or place of dwelling;

(2) "adult" means an individual who has reached 18 years of age,,
which is the age ot majority under AS 25.20.010, or who is under 18
years of age but because of marriage has reached the age of majority
under AS 25.20.020;

(3) "authorized representative” means an adult who has a suffi-
ciently significant relationship with a child or another adult that
the department is satisfied that the person is applying for the per-
manent fund dividend payment for the benefit of the child or the
adult; "authorized representative” includes an official of a public
agency or a private institution;

(4) "child" means an individual who has not reached the age of
majority under AS 25.20.010 or 25.20.020;

(5) "department” means the Department of Revenue;

(6) "disabled” means physically or mentally unable to complete
and sign an application, due to a visual handicap, serious emotional
disturbance, orthopedic or other health impairment, or due to a
developmental disability that is attributable to mental retardation,
cerebral palsy, epilepsy, or autism; "disabled" does nut mean "in-
competent";

(7) "dividend year” means the calendar year in which the divi-
dend is declared;

(8) "emanicipated minor” means an individual under the age of
18 years who has been declared emancipated by the superior court
of this state under AS 09.55.590, or by a court of another jurisdic-
tion under procedures granting the individual the equivalent sta-
tus;

(9) "individual” means a natural person;

(10) "legal guardian” means a guardian or conservator appointed
by the court under AS 13.26.035, 13.26.045, 13.26.095, 13.26.110,
13.26.112, 13.26.210, or similar provisions of law of this state or
another jurisdiction;

(11) "month" means a calendar month. (Eff. 4/1/89, Register 109)

Authority: AS 43.23015
AS 43.23.055
AS 43.23.095

20
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Residential and Emfjloymenl Alternatives in the Community tor the Handirauned
P O Bov 34197 . luneou. Alaska 99803
Phone i907i 789-7673

January 11/ 1990

The Honorable Bill Hudson
House of Representatives

Pouch V
Juneau/ AK 99811

Dear Representative Hudson:

On behalf of Residential and Employment Alternatives in the
Community for the Handicapped (REACH/ 1Inc.) we offer support
to your legislative efforts toward allowing the Permanent
Fund Dividend application process to be sensitive to the
special needs of disabled Alaskans.

As an agency/ this 1is an 1issue of concern. We have several
individuals who did not receive dividends. Even though they
are certainly eligible/ they are incapable of filling out the
forms on their own. The system fails to take this type of
situation into account. These individuals are penalized as a

result/ leading to further dependence on others to complete
the process on their behalf.

I believe the state owes Alaskans suffering disabilities the
protection from the existing Permanent Fund Dividend applica—
tion process. Many Alaskans are at the mercy of others to
file on their behalf and this 1is the "risk" factor that

should be evaluated for removal/ 1if possible.

If I can be of further assistance or support to you regarding
this issue/ please feel free to call on me anytime.

With regards/

Tied, YYI*iinz/

Rod Moline
Executive Director

RMZ1c
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|C ADVOCACY SERVICES OF ALASKA
615 East 82nc).Suiie 101 230 South Franklin 250 Cushman. Suite 3H
Anchorage AK9%518 Juneau AK99301 Fairbanks. AK99701
9071344-1002 TDD §_%g 586 1627 TDD f_%?( 456-1070 TDD
cl free 800-470-1234 907) 586-1066 907)456-1080
-ax (907) 349-1002

January 18, 1990

Representative B ill Hudson
P.O. Box V
Juneau, AK 99811

Attn: Landa

Re: Permanent fund dividend checks for people
vith disabilities

Dear Representative Hudson:

| spoke today vith Rod Holine of REACH in Juneau abo-t the issue of
people vith developmental disabilities vho miss filing deadlines for re-
questing their permanent fund dividends. He called me because he vas
avare of a case | recently settled vith Department of Revenue. He
stated that your office is interested in introducing some legislation to
deal vith this problem.

| have enclosed a copy of the briefs in the court appeal that | brought
on behalf of a man vith mental retardation. Basically the facts and is -
sues are set out in the brief of appellant. After this vas filed, the
court remanded the case back to the Department of Revenue for a hearing
to get more facts.

Ve never had a hearing on any of the issues because the State settled
vith my client and gave him his 1986 Permanent Fund Dividend. Subse-
quently the Department also settled vith a client of this agency vho has
a diagnosis of mental illness and had also not applied for a PFD.

| have removed the name of my client to protect his dignity although
this case is a public record.

| vould be happy to provide any more information about this case or any-
thing else that might be helpful to bring about a statutory resolution
to this. | do not think that the current policy of simply settling vith
those claimants vho appeal vill be fair to those vho have no vay of
knoving that this is available.

Sincerely,

Rebecca E. Graham
Staff Attorney
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February 23, 1990 Adoragtv.Siwra'wi A\h

Chamber of Commerce

Members of the Alaska State House

Dear Representative:

Enclosed is testimony presented on behalf of the Anchorage Chamber
of Commerce at the House Judiciary Committee’s public hearing
teleconference held on February 23, 1990.

We hope you give thought to our remarks as you prepare to vote on
this very criitical issue.

Sincerely,
THE ANCHORAGE CHAMBER OF COMMERCE

iVzMvzr-

Horace C. Hunt, Jr.
President

HCH/Jas

Enclosure

4.W-1 Sim-1. Suite JIMI. \iulioniue. Uu".kn W501-2.V.5  «mw7» 272-2401  FAX (907) 272*4117
Founded I'M5



Anchorage StaioftlueXarlli
Chamber of Commerce
Testimony

Anchorage Chamber of Commerce
Legislative Affairs Committee
Slate Spending Reduction Subcommittee

Before

House Judiciary Committee
Public Hearing Teleconference
February 23, 1990

on

State Spending Reduction Legislation

I am D.J. Moon, Chair of the Anchorage Chamber of Commerce
State Spending Reduction Subcommittee of the Legislative Affairs
Committee. I am accompanied by Chamber Board member Doug
Stark. The Anchorage Chamber represents more than 1200

businesses with an employee base of more than 38,000.

The message | carry today is a simple one and is spelled out in
Anchorage Chamber Resolution 89-11, "...Be it resolved, that the
Anchorage Chamber of Commerce urges the State Legislature to
decrease the operating budget 8% or more each year for the next five

years, including, if necessary, popular entitlement programs.”

What we are asking you to do however, is not as easily done as
passing a resolution. We recognize that each of you in the
Legislature will receive intense pressure from all fronts to cut or

preserve certain portions of the existing State budget.

-1-
437 K Street, Suite 300, Anchorage, Alaska 99501-2365  (907) 272-2401  FAX (907) 272-4117
Founded 1915



Wc empathize with the difficulty of the decisions you will face
because we in the business community must make similar tough

decisions daily if our businesses are to thrive.

There are organizations which have devoted substantial effort
to analysis of the existing budget and have specificrecommendations
for areas of savings for you toreview as you deliberate. We urge

you to recognize the concern for Alaska's future shown in their

efforts.

The Board and membership of the Chamber will be thanking
you personally and publicly for your positive efforts to rein in
spending. You willhave ourresounding support as you do <«; even

though we know we will notlike all of the decisions you .vill be

making.

| offer you the services of the Chamber in providing what
assistance we can to help your constituents understand the gravity of
the problem we all face and the difficulty of your task in solving

theproblem.

We will be copying my remarks to all of your colleagues and
we look forward to working with each of you. Thank you for the

opportunity to share our views with you and to offer our support.



Cold Weather Contractors, Inc.

4797 Business Park Blvd., Building I, Suite 4
Anchorage. Alaska 99503-7143
(907)561-1289 Fax 561-6104

February 20, 1990

Representative Randy Phillips
Alaska State Legislature

P.O. BaxV (V5 3100)

Juneau, Alaska 99811

Dear Rep. Phillips,

I am truly delighted with HB 384. This single piece of legislation, if
enacted, could do nore to positively effect tre future of Alaska then
anything the legislature hes dore since the initiation of the Permarent
Fund.

This bill would send a strong positive message to the people of Alaska,
the business interests currently in Alaska and those anticipating
locating in Alaska. The message to Alaska's population is that we are
serious about managing our future, not becoming a victim of it. To
business we would proclaim thet we are rov willing to provide an
erviroment for business expansion and development, unlike the tax ad
bum message sent by last years' legislative strategy.

As this bill indicates, controlled spending will result in stable
taxation. Alog this line | have never seen a case where nore taxation
hes resulted in an increase of any desired activity.

Keep wp the good work Randy, you certainly have my support

Sincerely,

Randall D, Konalke
V.P. Corporate Development

cc: Rep. Virginia Collins
Rep. Loren Leren
Rep. Jim Zanecki

RDKAw
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an Iex police o\{ficearI ¥VKave many/

o ftimes-sat'in on indictments and have testl-C
Never have 1. witnessed! next 'five

fied before jurors.
such flagrant disregard for proper judicial
behavior, A

The district attorney himself, Mr.
Dwayne McConnell, who seldom tries cases
any longer, wants a conviction so badly he

w ill try this case himself, instead pfleaving L.

it up to assistant D .A.'S....

Rt t~ — Walt Kodiak
* ' A

Halt runaway spending

Rep. Randy Phillips (letter, Feb. 7) out-
lined his proposal to reduce state spending
by $150 million over each of the next five
fiscal years resulting in a sustainable state
budget of about $1.65 billion. His proposal is
contained in HB 384.!" < >

Efforts by Rep. Phillips, and other solons

to achieve a sensible state-spending level are '
importantly, ,

to be commended, and more
supported, t * o

L

-f.t'e

I' .;The Anchorage Chamber of Commerce, in"'-

its Resolution 89-11, has called for, ”..the
state

budget 8 percent or more each year for the

0 AV &} 11

i

legislature to decrease the operating /.

$|.7

t*
RAVARVES

*'»C

.**£**VV > \Y o*%e

years, including’, "if
popular entitlement programs.”

| support the chamber’s position, and
legislative efforts to that end, and am
copying this letter to my representatives in
Juneau to inform them of my views,

| urge all chamber members, and other
citizens, to express their concern about state
spending and to encourage actions to bring
expenditures to a more realistic level.

— D.J. Moon

necessaryk

Salesman was greatest *mm

How can Sam Dennis (letter, Feb. 1)
possibly complain about the new $400,000
fiber-optic, state-of-the-art-changeable-dis-
play sign on the north end of Anchorage. He
saw it work.

We are often headed toward Girdwood in'
adverse weather conditions and ours never
says anything, not even "Have a nice day."

We think they should sell advertising and
have a format like the sign at the Sears
parking lot. At least*it Is entertaining,
Perhaps enough revenue could be generated

Sffh AT VAR

Students!discoyer Anchorage n

h.'e-the' acid

m * . Vv -o ° o

r Might ruin Earth
iiV I'm concerned about the environment and
j.I think something should be done. We
should stop the problem before it begins to
®et to° kig **ke N.A. I°west level of
acidic rain was pH 5.6 the highest pH was
4.9. Our rain is not as acidic as the Lower
48. People think they won’t hurt the envi-

r ronment, but electric companies who bum
/Tt coal should take more precautions. If we
don’'t do anything we-will-ruin the Earth.
David Fairbanks

d- * Sand'Lake Elementary

~Walk to save energy ; ftx.:*

My partner, Melodie Jackson, and | built
_ rain collector and tested how much acid is
fin the rain that is falling in Anchorage. We
;found out that there is a high acidity level
in Anchorage, and it needs to be shopped. We,
found out thaf*most.DeoDle eet too lazv™ and

..... auc -higher
iJJ.*

by killing the plants and animals. It even
/ ™~ does damage to the walls of buildings and

v,i fhefaces (rfUhe sculptures. We neat,to stop
vir- W iFr-
- ‘ [ ] -— - 17

addity level can n be badforthe'-environmeiifcA-car'- pools,

rain problJem before this

Develop public transportation

We have been taking acid rain samples
with 12 other schools throughout the U.S.
and the U.S.S.R. Among others the worst
causes of acid rain are automobiles,
airplanes and factories. Our average pH is
5.2 which is slightly acidic. Quite a few
people do not know about the acid rail
problem. | suggest the city start cuttini
down on factories that produce acids. Anc
start on a public transportation system lik«
trains and subways. Start more carpools sc
that there are, less cars on the roads.

i — steven Stick
Campbell Elementary

Reduce electricity use

. As a student, | am concerned about our
community and the rest of the country*.
These .levels of pH are toxic .to plants,
animals '‘and eveh wus. If wd do not do
something about-'‘pollution -and acid rain
soon -the.government will shut down
factories and many people will lose jobs.
Thé people of this city can help bring down

'macid rainproblems to aminimum byusing
'bicycles, and other ways of
cutting down electricity.
Xy - — Elizabeth Lininger

)J/ Campbell Elementary
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sins at the Anchorage Times
a new publishing schedule,

iblish a morning edition for
| final being delivered to

old section heads. The new
rture that it will discourage

I<a's largest newspaper, the -

‘quently in advertising place-
' subscriptions, on which a

|s. Circulation numbers play
rs’ budgets.

fa new publisher. Bill Allen,

|.rt services to the oil industry
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small, , building both the
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|ting of the news. Opinions
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tivity on the part of the daily
ne mountain. Journalism in
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-e-.Thesearch for truth will
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set a goal

ate budget which adds more
nount. More money would
would continue 10 do things

| it comes to saying whether
dget. That was clearly illus—
lips, a minority member of
vith Rep. Sam Cotten dur-
uent meeting. Rep. Phillips
Il *“to spend, spend, spend”
wants to write into law a
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Double talking Sam Cotten is

at it again. The man who claimsv-~rcst ofthe state apprised ofcom -vfor therberieflt-ofr'E’
reduced governmentTm ittee hearings on this bill. ~ A'should change the Aame:

he's for

spending has.trashed a bill tharojS~Brinda Miller

. would do just that. Rep. Randy

1 new appearance with new:  Phillips” House-Bill

No. 384
'would reduce S150 million from
state spending every year through
1995 and then freeze it at the
1995 rate every year thereafter.
It would also require a post-audit
to make sure it was spent on
what it was meant to be spent on>
and not shuffled around in thev

- Pork barrels. NT !
RcP* Ph,IlIPssh®uldb(; hadcd
b7 evcry°ne in the state, but,

what does our house majonty
leader Cotten do with this bill?-

He assigns it to no less than 3 dif-
ferent house committees. Why
don’t you just take it out in.the
yard and bury it, Sam? Or bet-
ter yet, just flush it down the
toilet like you have done with the
thousands of opinions you have
heard on reducing state spend-
ing. @ v o0 W

N-Would you.rather-Vkeep on.. SamTgave'tfist one committe

* wasting -'state  money,’; thrown>ireferral each) to two other bOI
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.To the Editor:

- In Alaskan politics talk is
cheap. How many times have we
heard legislators tell us, “ 1 want
to cut the budget but.
District

Phillips has _ .
tion to cut the budget, last year The Association 6f;Alasi
Senator Halford was thrown out~Schoo! Boards wholeheartedl)!

of the Senate majority for not:£ supports the concept of the pri

; voting” for‘increased.spending ££ posed Education Fund wMcbwBI]
and Sam Cotten, welT™he.talks jp'provide a dependable-t

about cutting the sbudget/$' funding for Alaska"

Remember last yearwhen Sam ~schools in the future.*”

told us the budget was ciri when JAjW ~ecognize that the issue
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ing lasi gear’s budget and paying v/~merit.. However, in our view the \Y
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| hope everyone will call in or ‘former Governor Sheffield's ~benefits of eStabliShing a stable

write in support of Rep. Phillips'
bill. It is the single greatest bill
that’s been introduced in a long,
long timd/And it will tend a
message to Juneau and the fork-
tongued Sam Cotten, that we
really do want state spending
reduced.
Joe Kuzma

HB 384 would

reduce budget

To the Fditor:

After reading Rep. Phillips let-
ter to the editor in the Star on
January 10th, | feel compelled to
write. . ®

| couldn’t agree more with
what Rep, Phillips said about
declining revenues and what his
bill, HB 384 will do. I'm sure
that $150 million reduction a
year for the each of the next 5
years sounds drastic to some. But
stop and consider that we have
added to the budget by close to
IOOVi since the first year of.

mmA ®»m «N 1

impeachment trial legal fees. We -
have certainly told Sara enough
times we want the budget cut and
organizations across the state
who have studied state spending
and given legislators plans for
reducing state spending have told
him how. As Speaker of the

base of) funding for the future
education of the children of the
State of Alaska by far outweighs
the criticism that the Education
fund has been receiving to date..
As a matter of public policy, we ’
have an. obligation to provide
Alaska’s children with the best

possible education. v sv. *
It is in the best interest of all

the people of Alaska that we* I~
prepare our children to face the
challenges of the 21st Centuiy.
Currently, the social, economic,
technological, and demographic
changes that face our children
are unprecedented in the course
of recorded history. If we are to )
take full advantage of the**
tremendous opportunity that we *
have to prepare our children to )
be self sustaining people in the
State of Alaska, we must make ,,
ing tr every move to insure quality' —
it’s time wc had somebody who  education for these youngsters. It '2-7-
did something about reducing has..been widely “accepted inJV £!
state spending instead of talking -Vmariy arenas that the common

? i itics K| [
%QﬂJ}rlt. Yes, in plaskan politics .~Kjlutlon to4addicss.r;;a|n)f3%e4{

House. Sam (if he is a leader)
should be setting the House
agenda and thrt should include
reduced state spending. Sam says
he wants to cut the budget and
as Speaker of the House, he isin
a position to do just that at least
from the House side and prove
to us he just doesn't talk about
reduced spending. We should
watch the House budget if state
spending is not reduced in the
House then shouldn't we elect
somebody to the House besides
Sam? Aren't you tired of hear—
ing the excuses? Don’t you think

Vv
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Testimony Submitted to Reps. Phillips and Collins Supporting HB. 334

Randall H. Reviere, D. Eng.
2628 Redwood St.
Anchorage, Alaska 99508

Long and medium term forecasting is one of the most important and difficult requirements for
prudent management of any large enterprise; troops of highly compensated executives have
this responsibility in the business world, where the turbulence of competition can wipe out the
short-sighted in a very short time. Fortunately, in Alaska, this forecasting is made much
easier by the relative simplicity of the dominant source of cash for the state: Prudhoe Bay.
Furthermore, Prudhoe is a finite resource, and of the roughly 10 billion recoverable barrels that
were present at discovery, roughly 7 billion have been produced. Prudhoe was particularly
remarkable in that it stayed on plateau production as long as it did....but, that's a good news -
bad news situation: the rapid pace of recovery didn't increase the size of the fundamental
resource, so there is less production left for the future. The odds against finding another
Prudhoe in Alaska and being able to develop it in a timely manner if found are stupendously
large. Winning two $10 million lotteries is more likely.

Because oil field production is relatively predictable compared with other endeavors, various
parties will claim they can make accurate forecasts of the production rate 3 or 4 years down the
road. Do not be fooled by their confidence, because it is much more likely that the estimates are
optimistic than pessimistic with respect to Prudhoe. A simple analogy to Prudhoe is a large
soft-drink in an opaque container consumed rapidly with a straw; until the air breaks into the
straw from the bottom, any extrapolations of drinking performance would have the drinker
drinking forever. When the air hits the bottom of the straw, it's just about over. So it is with
Prudhoe, and there is very little that anyone can do about it.

So it is for the glory days of ballooning state budgets. We can all be thankful that the
Permanent fund sopped up a great deal of the excess money the state received. Hopefully it
will remain there, properly managed, helping raise the standard of living in our state. Failure
to plan for the winding down of the state’s grand spending spree will no doubtresultin worse
dislocations than any that have occurred in the past. HB 384 is a wise and prudent step in the
direction ofreigning in the perpetual fiscal incontinence that has squandered so much of the oil
wealth of the past 14 years. My only observation is that it does not go far enough...while it
represents a definite attempt to apply the brakes to a freight train heading full speed toward a
rail-stop, it needs to be made tougher by providing that any excess funds received beyond the
planned scaled down budgets be placed in the permanent fund, off limits to any new project

schemers.

Ultimately non-renewable resource areas go bust, and without renewable act vities to provide a
basis for the economy of the future, Alaska will revert to something resembling it's pre-oil
economy as well, with no oil industry and a tiny state government. The least the state can do
now is plan to move all of the eventually-to-be-unemployed state employees outside, purchase
a number of excess dwellings equivalent to those previously occupied by the servants of the
state, and restore them to the wetlands from which they came.

Thank you for youc-fime and attention.



Testimony on House Bill 384 to the House Judiciary Committee

Jonathan Jordan
10248 Jamestown Drive
Anchorage, AK 99507

564-4663

| want to express my opinion as a citizen on House Bill 384, the only
House bill that, to my knowledge, will actually result in needed spending
level reductions by the State of Alaska. | am sorry that | was unable to
attend the public hearing on this bill, but previous work commitments
prevented me from attending the Judiciary hearing on Friday, February 23

at 1:15 pm.

It is well known that this state has, bv far, the largest budget
on a per capita basis of all fifty of the United States. At $2.4
billion dollars, Alaska's budget for fiscal 1990 was approximately $4500
for each and every one of its citizens. Recent figures and studies
show that the next highest state spending is about ONE HALF of
this amount and the average per capita of all states is ONE THIRD
of this amount (see ISER Fiscal Policy Papers). The higher cost of living
in Alaska only can account for a very small portion of this difference. The
spending frenzy has been around since the days the oil wealth hit from
Prudhoe Bay. It is also well known that this oil bonanza will not
be around much longer, despite the optimistic predictions of the
Governor's Revenue Department. It is imperative that action be taken NOW
to plan for the future.

If you wait until the day of reckoning, when oil revenue has already
dropped below state expenditure levels, before you act on reducing state
spending, it will be necessary to take draconian action in a one or
(with any luck) two fiscal year period to massively curtail spending.
This will cause untold harm to the Alaska economy, sending it into a
tailspin as bad as the 1986-88 recession in Alaska. As stated in the ISER
Paper #3, nobody would wish this upon their worst enemy, let alone on
their own constituents and citizens. But by implementing a steady, but
consistent level of moderate to small budget cuts, the pain from
reduced state spending will be minimal, particularly if a strong private
sector economy is maintained by not increasing taxation levels. HB 384



accomplishes this goal by requiring small cuts of only $150 million per
year, or approximately 5-6% per year of the current budget.

| implore you, as our elected leaders, to listen to the testimony and the
will of th8 public. The current level of state spending is excessive
and is not maintainable. This has been affirmed in many recent public
opinion surveys and reports. Your own report on the future of the
permanent fund showed that the majority of people statewide
responding to the survey wanted state spending reduced. Since
only one quarter of the respondents were from the Anchorage area, the
majority of respondents outside of Anchorage likely also wanted spending
reduced. While it should not have to come down to a law to reduce the
budget, it appears that this may be the only mechanism of self control.

House Bill 384 is the only bill that | have read that actually reduces
spending by the state. Other bills may have been introduced, but those
bills do not provide for real sustainable spending reductions. However, HB
384 itself is not perfect. | feel that Section (c) should be amended to
require the legislature to ratify the expenditure of monies exceeding the
mandated spending limit, rather than to permit the legislature to avoid
the job by not ratifying the mandated spending cuts. The bill, as
written, provides too much leeway for the Administration to implement
its own spending levels without proper input from the Legislature. The
proposed change would equitably maintain the checks and balances in our
governmental budget process.

This 7ill, amended as proposed, meets the needs and will of the
people of Alaska. Current spending levels are excessive and
cannot be maintained in an era of oil production declines. By

spreading out the necessary spending cuts over a five fiscal
year period, sudden massive economic upheavals in the state
will be avoided. The Administration and Legislature will also
have the time needed to debate the difficult but required cuts in
a reasonable and timely manner.

Thank you very much the opportunity to present you with this testimony.

Jonathan Jordan



NEA-ALASKA

affiliated with the national education association

ANCHORAGE REGIONAL Ol .ICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
MU W 33RD AVENUE 105 MUNICIPAL WAY. SUITE 302 211K CUSHMAN STREET
ANCHORAGE. ALASKA >>503 JUNEAU. ALASKA 00501 FAIRBANKS. ALASKA 99701
(007) 274 0530 1907) 586 3090 (9071 456 4435

March 16, 1990

To: Representatives Goll and Gruenberg, Co-Chairs
Members, House Judiciary Committee

Re: Constitutional/Statutory Spending Limits

NEA-Alaska opposes any form of constitutional or statutory spending limit Such a change would
be far more than a limit on spending. It would be a limit 0l government and on your ability to
represent your constituency and to act on their behalf and in their interests.

Tough spending decisions arc never easy decisions but they must be made by our elected
representatives based upon the circumstances which arc current. They should not be based upon
a formula driven system without regard for unique circumstances and needs.

A constitutional spending limit will have the effect of distorting subsequent spending decisions.
Alaska 1is unique. Our problems, programs, and needs arc truly different from other states. They
arc always dynamic.

It is predictable that they will be changing this session, next year, and in future years. As
Legislators, you have a continuing need for maximum flexibility in how you chose to deal with
them.

A state spending limit will do nothing more than pass along an increasing financial burden to
local government. It will only serve to increase a disparity and inequity which is already
glaringly evident.

In our opinion, the Alaskans who were involved in last years ™"town meetings" were asking you
and the Administration to have the courage to make the tough and responsible decisions on the
level of programs and services which reflect our current needs and our current and projected
fmancial resources. Such a process docs not require any form of formula driven spending limit.

As Legislators you have the information, the responsibility, and the opportunity to make those
spending decisions which arc in the best interests of all of us. Please do so.

Thank you for your consideration of our position.

Respectfully submitted,

Hob Manners
Executive Director



By BILL POTTER

The Alaska Legislature is pres—
ently considering a oonstitutional
spending limit. I think this is an ill-
conceived idea and hope that fellow
Alaskans will also oppose such a po—
Iitically motivated way to awoid
making the important decisions
elected officials are supposed t©
make.

When the Founding Fathers gath—
ered in Philadelphia to write our
Constitution, the most significant
comprehensive political aocumen:
the world had ever seen or has yet t©
see, there were many present who
did not have much trust in govern—
ments or government institutios.
Yet in spite of this mistrust and even
fear, of government run amok, they
wrote a document that placed the ul—
timate control, the ultimate power,
the power of the purse, in the hands
of the people’s elected representa—
tnes.

Without money, government can-

1 not act; with money government can

act. Those Founding Fathers placed
the power to act, or not o act, inthe
hands of the peoples representa—
tives. And when a like number of an—
other set of Founders met in Fair—
banks to draft the Alaska Constitu—
tion, they recognized the wisdom of
that earlier group which had met in
Philadelphia, and acted likewise.
They put the ultimate power, the
power of the purse, in the hands of
elected representatives. And that is
as itshould be

A oonstitutional spending limit is
more than a limit on soending: itisa
limit on the power oi government ©
act. Itisa limiton the power of gov—
ernment to protect the people: itisa
limit on the power of the government
1o serve the people: it is a iimit on
the power of the government to gov—
em.

I suspect that many people who
support a spending limit are con—
cerned about the financial future of
this state, and 1 think that isa just
and righteous concern, but as bleak
as the financial future of Alaska may
be, itisnot as bleak or as foreboding

Just say No’to a

as ithas been in times pest. Any re—
view of the first eight years of this
state government $ financial history
will show that the financial con—
straints were far more severe than
even tre most dire predictions for
the future. In spite of the lack of fi—
nancial resources during those early
years, the state legislature, the peo—
ple3 representatives, were able t©
balance the needs of government
with the financial resources avail—
able witnhou; a constitutional spend—
i ;

IC%ineve we had many wise peo—
ple in our legislature during those
formative,  financially  pressing
years, but I submit that the current
legislature isequal ly wise and equal —
ly able to balance the needs of gov—
ernment with the finances available,

I further submit that the psople of
Alaska will choose an equally wis?
legislature in the 1990 elections
which will be equally able to balance
the needs that exist with the finances
that will be awailable, and subse—
quent elections will result in equally
wise and able representatives of the
people.

I don"t believe it is good govern—
ment policy or good public policy, for
any legislature or any other Loov to
second-guess the intelligence, judg—
ment. or motives of future legislative
representatives.

To deny future legislatures the op—
portunity to use their judgment to
address the issues before them with
the resources available at that time
smacks of, If not arrogance, a pro—
found lack of confidence in those leg—
islators and/or the people who elect—
ed teir..

I am concerned about the future
of public schools because 1 have de—
voted my life t education in this
state. 1am concerned about the fu—
ture we offer our children, and lam
concerned about the economic and
social status of the elderly, and 1am
concerned about those for whom cir—
cumstances have cast their bt out—
side tne mainstream of our society. 1
have concerns for the future and
what it is that may be done t© re—
strict the ability of our legislature

id siort
irk? o dra.“rs
in. tney reco,
at earlier grc
nladebr. . ;i
iy aut
wer ol tne p
Lieo rdres«
itsnuuio ps
A construe
tra-alr

constitutional spending limit

restrict the ability of government to
act o deal with the issues and needs
that arise within the confines of the
resources available.

Notwithstanding what 1 said
about the wisdom and ability of past,
present, and future legislatures, |
am painfully aware that not all legis—
lators have been, or are likely to be.
willing tomake the judgments neces—
sary to balance needs with the finan—
cial resources available. Ifthere isa
oonstitutional  spending  limit  in
place. 1am concerned about legisla—
tors who will take the low road by
saying "'l wanted t help, but our
hands were tied." "l wanted good
schools, but there was a spending
limit.” "1 support you inyour desire
1o deal with alcohol and drug abuse,
but there is nothing we can do with
the constitutional limits placed on
the legislature.™

In the interests of good public
policy: in the interests of good gov—
ernment. | urge you to resist any
oonstitutional spending limits. 1urge
Alaskans t irsist that elected offi—
cials demonstrate the courage to re—
sist the temptation to tie the hands of
government § avility to act in the
public interest with the resources
awilable.

Bill Potter has taught inJuneau for
25 years and is a member of tha Edu-
cation Commiaaion of tha Statas.



Testimony on House Bill 384 to the House Judiciary Committee

Testimony of.

Gary J. Green
2830 Kempton Hills Drive
Anchorage, AK 99516
(907)345-7063

My name is Gary Green and | have lived in Anchorage for over five years.
Dining this period, | have seen the size and costof State government continue
to grow according to the availability ofrevenue generated by the oil industry.
As an engineer with an MBA degree, | have read with greatinterest, the first
three reports on State Fiscal Policy as recently published by the Institute for
Social and Economic Research atthe University of Alaska, Anchorage. Itis
from this informed background thatl am pleased to have an opportunity to
speakin supportofHouse Bill 384; a bill that, if passed, should force the state to

start along overdue costreduction program.

But ourlegislators tell us thatit is hard to cut the size and costof State
government. | can agree with that. Butthis is not avalid reason for not
taking appropriate action. We all know it is hard to start a new diet. How
many times have we heard "The diet begins tomorrow!" Tomorrow comes
and goes, butthe wellintentioned diet doesn’t get started. Our State
governmentis overweight and needs to trim down. As the Institute of Social
and Economic Research has reported, the external and internal symptoms
have been carefully examined and the diagnosis has been made. Our state
governmentweighs about 3.1 times the national average, after cost ofliving
adjustments. The prescription is simple. Pass H.B. 384 and make the state

government go on a forced fiscal diet to getrid ofits bureaucratic fat.



Otherthan our state bureaucrats, who make about 25% more than the
national average for state employees, is there anyone who truly benefits from

the high calorie diet that our state legislature has been on?

Are the people of Alaska getting 3.1 times the national average level of service
provided to residents ofother states? | don't believe that, and if any ofour state
legislators believe that, then maybe they have been swallowing the
propaganda being disseminated by the state employees union representatives.
When you listen to them, it sounds like they are both overworked and
underpaid. | would agree that too many ofthem are engaged in meaningless
"make work" tasks, butl have metonly a few employees that | felt were

underpaid.

If House Bill 384 is passed with the $150 MM per year costreductions
through the year 1995, we would still have a state budget ofapproximately
$1.65 Billion, which would be still be about 2.1 times the national average.
This sounds like a reasonable goal shortterm goalto me. The public opinion
polls being taken around the state also indicate an overwhelming mandate for
this legislature to cut the size and costofour state government now, in the
magnitude and manner called for by this legislation. Let's put State
government on a forced fiscal diet throughout the decade ofthe 90's. We do
not need more government at an ever greater expense, butrather less
government and more productive people who genuinely contribute to
Alaska's share ofthe Gross National Product. Let's getgoing and pass House
Bill 384. In this election year, | think it is safe to say that |l and several
thousand other voters will not vote for any candidates who fail to supportH.B.
384 or similar alternative legislation. Thankyou for allowing me this

opportunity to provide my testimony.
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Memorandum

TO: Representative Max F. Gruenberg
Co-Chair, House Judiciary Committee

Representative Peter Goll
Co-Chair, House Judiciary Committee

FROM: Representative Randy Phillips
DATE: February 21, 1990
RE: Back-up for House Bill 384?

"An Act relating to an appropriation limit? and
providing for an effective date."

Here is back-up information on HB 384. This bill is designed to
create an automatic mechanism that would reduce the state general fund
budget by $150 million per year in each year from F.Y. 1991 to F.Y.
1995, from approximately $2.4 billion in F.Y. 1991 to $1.65 million in
F.Y. 1995.

I have attached the the following materials for your consideration:

1. "The Alaska Fiscal Gap", Oliver Scott Goldsmith, ISER Fiscal
Policy Papers, No. 1, August 1989, Institute of Social and Economic
Research, University of Alaska Anchorage

2. "Facts and Fables of State Spending"”, Oliver Scott Goldsmith, Lee
Gorsuch and Linda Leask, ISER Fiscal Policy Papers, No. 2, October
1989, Institute of Social and Economic Research, University of Alaska
Anchorage

3. "Alaska's Potential Tax Revenues", Oliver Scott Goldsmith, et al,
ISER Fiscal Policy Papers, No. 3, February 1990, Institute of Social
and Economic Research, University of Alaska Anchorage

4. A copy of the current spending limit statute. AS 37.05.540

5. A copy of the spending limit calculations from legislative
finance, based on current law as of 2-16-90.

6. State of Alaska, et al, v. Fairbanks North Star Borough and
Fairbanks North Star Borough School District, No. S-22122, 2141.
Supreme Court of Alaska, May 6, 1987, 736 Pacific Reporter, 2d Series,
pp 1140-1145



7. Fairbanks North Star Borough and Fairbanks North Star Borough
School District v. State of Alaska, et al, No. S-2254, Supreme Court
of Alaska, May 6, 1988, 753 Pacific Reporter, 2d Series, pp 1158-1161

Items 1, 2 and 3 speak to the need for HB 384. Items 4 and 5 relate
to the current statutory appropriation limit. Items 6 and 7 speak to
the authority for executive impoundment and legislative ratification
of the impoundment. Additionally | have included copies of letters in
support of this bill. If you have any futher questions, please do not
hesitate to call me. Your cooperation is appreciated.



RESULTS  DONOT RETURN -~ PLEASE RETAIN FOR YOUR INFORMATION

RANDY PHILLIPS 19% WhiIeFi)nOSeésior{}

' V. bOX
BltgtleB%ipYr%elztzatlve Report to the People Junea, Alaske. G811
Eagle River. Alaska 99577 REP. RANDY PHILLIPS (907) 4664949
( &4-—4949 Alaska House of Representatives

1990 LEGISLATIVE QUESTIONNAIRE

THANK YOU FOR PARTICIPATING IN MY 1990'LEGISLATIVE QUESTIONNAIRE.
OF THE 10,800 QUESTIONNAIRES MAILED, 1,741 OR 16.1% WERE RETURNED.
THE RESULTS ARE INDICATED BELOW. PERCENTAGES EXPRESSED IN EACH

ANSWER REPRESENT A PERCENT OF THE TOTAL ANSWERING THAT QUESTION

AND NOT A PERCENT OF THE TOTAL RETURNED.
1 ABORTION . _ . _ .
b tI,ast year the United States Supreme Court in Webster v. Reproductive Health Services ruled that state legislatures could restrict
abortions.

A. Should Alaska restrict a woman's access to abortions? YES 3% NO 66% 1733 TOTAL ANSWERS

B. Should the state spend state general fu id dollars to provide abortions for women who are eligible for state public assistance
programs? YES 4% NO 5% 1697 TOTAL ANSWERS

2MARIJUANA . . . . . o
The Alaska Supreme Court, in the 1975Ravin case (which was decided based, in pa .upon the 1972voter-approved constitutional

amendment regarding right to pri,vacyg allowed the (Joossession by an adult of up to4ounces of marijuana in one’s own home. However,
possession of any amount is PrOthIte by current federal law. There are proposals before the legislafure concerning the recriminalization

of marijuana as well as p petition question which will be placed on the 19%0hallot.
Should die possession and/or use of up to 4ounces of marijuana in one’s own home be legal or illegal in Alaska?
LEGAL 3% ILLEGAL 68% 1719 TOTSL ANSWERS

J. EDUCATIONAL ENDOWMENT FUND S . _
Governor Cowper has proposed aconstitutional amendment dial, beginning in 1991 would dedicate at least 40%of the camings of

the Permanent Fund to be placed into an Educational Endowment Fund. Income earned from die Educational Endowment Fund would
be appropriated to fund public elementary and secondary education in, laska.

hiscndowment would havean impacton the Permanent Fund earnings, wijita provides for inflation-proolingaf the Permanent Fupd
and tﬁe amount of Permanent Funw |gends aid to. Paskans,. .§y the%ear t%ea,s,ence o?ﬁrﬂ%’.ﬁ)n-pro %ng woufgi]reduce tﬂe
Permanent Fund value bg %gprommately 25% The projected individdal Permanent Fund Dividend check with and without the Educational

Endowment Fund woul

Year "\ hnut Endowment With Endowment
1% S1.038 S B
200 S1.30 S1.074
2006 S1733 SI1.0/

Should the Educational Endowment Fund iie adopted? YES 2M% NO 73% 1701 TOTAL ANSWERS



4, STATE EMPLOYEES
Negotiations arc currentlry t>cing conducted with various unions representing state employees. The Governor is currently proposing
that no a;ye raises be granted for state employees. Some unions arc asking for a £5%raise this year and as much as a S%raise during the

next two years.
A. Should state employees be granted a pay increase? YES 31% NO 6% 1697 TOTAL ANSWERS

B. Currendy, most state employees work a 37.5 hour work week as negotiated in labor contracts.
Should state employees work a 40-hour work week with no increase in ggg?
YES 66" NO 3% 1654 TOTAL ANSWERS

S. STATE BUDGET
The followin% indicates state general funding levels for various state departments in fiscal year 1990 A fiscal year runs from July 1

to June 30 The chart dclow docs hot include supplemental a%prorpnat_lons I rcappropriations. o
Please indicate whether the department should have MORE funding, LESS funding or the SAME level for FY 1901 as it received

inFY 1990 (Please check one per category)

Department “FY 190 FY 191 _ 1593 TOTAL ANSWERS
(millions of dollars) Mure Less  Sime
Govemor'sOffice S 16 Y% 6% 3%
Administration S148 1 7 22
Law S I/ 2% 20 __ 48—
Revenue S 12 -6 I 54,
Education , 5626 % - ﬂg
Health & Social Services 298 -
Labor _ S10 7 43 20
Commerce/ Economic Dvp. S5% 18 3 4
Mllltam(/Veteran’s Affairs S 7 JJ 22 5A—
Natural Resources S45 %% 297 48
Fish and Game S 46 - 29 49
Public Safety S S 76 29 . 20 5L
Transportation & Public Facilities  S162 16 -0 M-
Environmental Conservation S8 2f A 40
Community & Regional Affairs 5123 “ 3T 50 . o
Botrectlgins sk g 1%93 jT? _ 50
niversity of Alaska ] —
Court Sys)t/em S § ?35 /Zé
Legislature sa 62 K9
SUBTOTAL IN BILLIONS 520 I £%
Deht Service S|P é % 5%
School Debt S108 % %
Student Loans S10 22 A6,
Capital Projects S133 1 5A 29 .
Cil Spill Cleanup S -15 22 R/
OTAL IN BILLIONS S24 6% B w2

State Employees: . . -
FY 90163375 full time; 3321 part time; 1,327 temporary = $666million total payroll

(Included within the S24 hillion operating budget)



6. STATEBUDGET . o S
Alaska receives 85%o0f its revenues from oil production. Qil production is in astage of steady decline which will reduce future state

revenues. What actions do you think the legislature should take to balance the state budget? (Please check ONE).
61 Y%Reduce Spending 1% Raise Taxes 30% Someof Both 1717 TOTAL ANSWERS

If you selected REDUCE SPENDING, select only 20fthe following as ways to reduce spending.
U37 "1CTAL~ANSWERS

52%  Reduce revenue sharing to municipalities 3% Reduce aid to education
AN Reduce number of state employees 3% Reduce Health and Social services

55%  Reduce revenue for capital improvement projects

Ifyou felected RAISE TAXES, select onlv 20fthe following as ways 0 raise taxes: N 55 TOTAL ANGIERS
/—\7040 Increase special severance, property and corporate income taxes on the oil industry
24% Increase other business taxes AT nstitute statewide sales taxes

-~1 Institute statewide propcrtv taxes AN Re-establish personal income tax

Ifyou selected SOME OF BOTH, please select onlv 20f the following to show some of both ways: S5 T A—ANGHERS
26%  Reduce revenue sharing to municipalities ~ 38% Increase special severance, ﬁropertyand

corporate income taxes on tne oil industry
b Reduce aid to education 3% Institute statewide sales taxes
47%  Reduce number of state employees 40% Increase other business taxes
*15% Reduce Health and Social services 13% Institute statewide property taxes
3% Reducte revenue for capital improveme.it  23% Re-establish personal income tax
projects

7. CAPITAL IMPROVEMENTS | o
What ONE capital improvement (i.e.. road, sewer, water, school, park.ctc.) do you feel our district needs? Please be as SPECIFIC as

Epgggl?_ YP&.E@S]%MITYOURSELFTOTHEON'E PROJECTTHAT YOU FEELSHOULD HAVETHEHIGHESTPRIORITY FOR

Project:  MOST MENTIONED GENERALLY WAS "ROADS"
MOST MENTIONED SPECIFICALLY WAS "HILAND BRIDGE PROJECT"

S. GENERAL COMMENTS o
Please make any general comments in this section1

MOST PREVALENT COMMENT WAS A DESIRE TO SEE THE STATE BUDGET REDUCED.



Alaska State Legislature

P.O. B\ v

Slate Calpltol
Juneau, Alaska 99811

DISTRICT 15 HEARING SCHEDULE
1990

SATURDAY, FEBRUARY 10, 1990

11:00 AM - MULDOON ELEMEN RY SCHOOL LIBRARY
515 CHE RY STR
ANCHORAGE, AK
400 PM - CHUGIAK-EACLE RIVER LIBRARY
11801 BUSINESS BOULEVARD
EAGLE RIVER, AK

11.00 AM - MULDOON ELEMENTARY SCHOOL LIBRARY
515 CHERRY STREET
ANCHORAGE, AK
400 PM - CHUCIAK SENIOR CENTER
MILE 21, OLD GLENN HIGHWAY
CHUGIAK, AK
SATURDAY, APRIL 7, 1990
11.00 AM - MULDOON ELEMENTARY SCHOOL LIBRARY
515 CHERRY STREET
ANCHORAGE, AK
400 PM - CHUGIAK-EAGLE RIVER LIBRARY
11801 BUSINESS BOULEVARD
EAGLE RIVER, AK
FOR FURTHER INFORMATION, CONTACT:
Representative Randy Phillips Representatlve Sam Cotten
465-4949 465-3711
Senator Rick Halford Senator Tim Kelly

465-4958 465-3822
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year
4

the change in- population or purposes of this subsection 6ha|| e
besed on an annuaP estrmate of population by the Departrment of Labo.
The determination of the in Inflation for purposes of this suio-
section shall ke based on the Consumer Price Index for all urban
consumers for Anchorage prepared by the United States Bureaul of Labor
Statrstrcs The amourt of received fy the state that is subject
to the appropriation limit includes the balance in the general
carrred forward from the preceding fiscal year.
(c) If the legislature determines that the mory subject to tha
%oprratron limit " received by the atate in a fiscal year is less
the meximum permitted to e approprrated under (b) of this sec-
tion, Y to 5 percent of the balance of the budget reserve fund nay
" mgoprﬁgdﬁmﬂren%enerm hall al | f
of shall merece and Invest assets o
the reserve fund in tha maner set out for the ad
investment of the assets of the general fund under AS 37.10,070,
Incone from rnvestment o the bucet reserve fund ey be appropriated
t0 the fund each year ty
() kthtMerrgEother provisions of this section, appropria-
tions ey be meck from the budket reserve fund neeced fy the governor
0 rreet a disaster. In this subsection, “disaster" hes the meaning
ge\éen in A5 26.23.230.
2. A 3705159 is repealed.
e 3 A5 37.05.156 aoned fy sec. Lof this Act applies to fiscal
1988 and fiscal years thercsfter.
Sec. 4. This At takes effect July |, 1986

5 (38 513 2

LAWS OF ALASKA
1%

Source Choplsr No.

95 (3B 513 A

AN ACT

A o L ipietgn o resene fund an

BE ITENACTED BY THE LEAS ATURE CF THE STATE OF ALAKA

THE ACT RLOM ONPAE 1, LINE 9

AR B ™



Chepter D

ANAT
Relating to a budget limitation and to reserve
fundsi- and providing for an affective date.

* Section 1. AS 37,05 s aenckd % addli{?\g rew section to read:

Sec. 37.05.156. BOCGET APRCRATION UMT.  (a)
There la established & a separate fnd In the state treasury the
Lot reserve fund.  The buokget reserve fund consists of appropria-
tions @ the fund. Mgy received by the state that IS subject to the
appropriation limit under (o) of this section a that exceeds that
limit, ey be appropriated to the buoget reserve fund

(b)  Excent for appropriations to the pemerent fund or for
Aaska permenert fund dividends, appropriations to the budget reserve
fund, appropriations of revenue bondl proceeds, apgr_oprlatlons required
to pay the principal ad interest o general obligation bonds, a
apprQFnanons of oy received from . nonstate source in trust for a
specific_ purpose, Inclliding revente of a public enterprise or public
corporation of the state that issues revenue bongs,  appropriations
from the treasury mece in a fiscal year nay not exceed appropriations
mick in the preceging fiscal year by more then five percent plus the
change in population ad Inflation since the beginning of the pre-
ceqing fiscal year. For purposes of appIP/mg thta limit an appro-
priation la considered to he mack In thp fincnl year In whion It is
enacted and n re.|pf)ropr|nt|or_1 remim attributed to the Msm Fear In
which the original appropriation is enacted. T determination of

-1- 5 C3B 5!3(Fn)



-REVISED- C
190SESSION STATbTORY APPROPRIATION LIMIT CALCULATION
GENERAL FUND ANT) GENERAL FUND/PROGRAM RECEIPTS
BASED ON A.S. 37(85-10

APPROPRIATIONS ENACTED IN FY89

Operating 20325
Capital 128
Loans 100
G.0. Debt 1204
Other Debt 121
Special Appropriations ,
Ch 1i7 See 206, Oil/Hazard Fund 20
Ch 13 Qil/Hazard Fund 200
Science & Technology Endowment 340
Ch 62 Business Incentive Training 03
Ch 1(1%Arct|c Winter Games Q1
Supplemental (for FY89 and prior years 912
Supplementals (for FY88 and prloryears 39
OTAL APPROPRIATIONS 2,541.3
EXCEPTIONS TO THE APPROPRIATION LIMIT
G.0. Debt Retirement -1204
Rcappropriations _
Ch 117 See 35 Foundation -35
Ch 117 See 1% PCE Grants 18
| Ch 117 See 204 DCAP 04
Science & Technology Endowment &Enacted FY88) -340
TOTAL EXCEPTIONS «1f01
TOTAL APPROPRIATIONS SUBJECT TO LIMIT 23812
Multiply by 5% plus the change in population and inflation 10/4
1990 SESSION APPROPRIATION LIMIT 25103
APPRQPRIATIONS REQUESTED -1950 SESSION (Subject to Spendingﬁlémit)
Operating 20631
Capital 2285
Loans 137
School Debt 1078
OtherDebt 121
Special Appropriations
Oil/Hazardous Fund 270
Supplemental ﬂor FYQ0and prior years)
B 428 615
HB 464 458
HB 453 09
. HB4Y/B4A 86
New Legislation 100
TOTAL REQUESTED APPROPRIATIONS 2,582.0
BALANCE OF SPENDING LIMIT OVER APPROPRIATIONS -117

Assumptions: "An a Broprlanon Is considered to be mae in the fiscal year inwhich it is enacted” Al aE%)(;))nanons
included in the FYS9 hase arc those signed into law during that fiscal year, whether it relates toFY89 or FY90.
Differences between this calculation and thel/21/90 version of the spending limit computations arc a result of the identification
of die actual enactment date of die supplemental approPnatlon for FY88 (signed by die G - mor on 7/4/3),

Debt Hotiromont —T%}o statute refers to general ob |gat|(fn bonds as exc(%glons to the spending limit. In tho more
stn,ft Interpretation of this statement we would not exclude any other 51 o

Railbelt Energy Fund exppndituros are shown as general funds subject to the spending limit

Legislative Finance Division 2/16/90



C

FY90 SPENDING LIMT COMPUTATION
MULTIPLICATION FACTOR

SET BY STATUTE

CHANGE IN POPULATION

Source: Greg Williams, Dept, of Labor, Research and Analysis

1988 531,000
1989 534,400
3,400

CHANGE IN INFLATION
Source: Dept, of Labor, Research and Analysis
CPI - Urban Consumers - Anchorage

First half of 1988 108.4
First half of 1989 1109
25

TOTAL

LFD 2/16/90

PERCENTAGE
CHANGE

5.00

0.64

2.30

1.94



C C

1989 SESSION STATUTORY APPROPRIATION LIMIT CALCULATION
GENERAL FUND AND GENERAL FUND/PROGRAM RECEIPTS
BASED ON A.S. 3706540

APPROPRIATIONS ENACTED IN FY88

Operating

_FY89 19731
Capital

FY89 832
] FY88 (signed by Governor 7/23¥/81) 85
0ans

FY89 167

FY88 (signed by Governor 7/23/81) 10
G.0. Debt

FY89 13566
Other Debt 118

Special Appropriations
Science & Technology Endowment (See 1,Ch 5 FSSLA &7

~ repealed & reauthorized at See 189 Ch 173 SLA 83 1000
Cli 10 SLA 88 Jobs Bill - 2
Ch 137 SLA 83 Circumpolar Hcaldi Studies 03
Ch 171, SLA 88 Enforcement of Alcohol Laws 02
Supplemental (for FY88 and prior years) 86
TOTAL APPROPRIATIONS 24992
EXCEPTIONS TO THE APPROPRIATION LIMIT
G.0. Debt Retirement FY89 -1356
TOTALEXCEPTIONS -1356
TOTAL APPROPRIATIONS SUBJECT TO LIMIT 23636
Multiply by 5% plus the change in population and inflation 1049
1989SESSION APPROPRIATION LIMIT 24815
APPROPRIATIONS -1989SESSION (Subject to Spending Limit)
Operating 20268
Capital 1328
Loans 100
OtherDebt 121
Spemal_AEProprlatlons .
Qil/Hazardous Fund (Prior Years) 200
S P"/Hatz?rdfousF%%d d pri igned by Governor 7/8/89 %8
upplemental (for and prior years, signe overnor
SuBBIemental {;or FYS9 and Briorgears) e 912
TOTAL APPROPRIATIONS 2308
BALANCE OF SPENDING LIMIT OVER APPROPRIATIONS 1007

Assjmptions: According to the statute “an appropriation is considered to made in the fiscal year in which it is
enacted." This would require all appropriations included in the FY88 base to be any that were rr* le during
the FY88 legislative session, whether it relates to FY88 or FY89, .

Deht Retirement - Tho statute refers only to genoral obligation bonds as an exception.

Legislative Finance Division 2/16/90



C

FY89 SPENDING LIMIT COMPUTATION
MULTIPLICATION FACTOR

SET BY STATUTE

CHANGE IN POPULATION

Source: Greg Williams, Dept, of Labor, Research and Analysis

1987 537,800
1988 531,000
-6,800

CHANGE IN INFLATION
Source: Dept, of Labor, Research and Analysis
CPI - Urban Consumers - Anchorage

First half of 1987 108.3
First half of 1988 108.4
0.1

TOTAL

LFD 2/16/90

PERCENTAGE
CHANGE

5.0000

-0.0126

0.0009

49883



1988 SESSION STa *UTORY APPROPRIATION LIMIT CALCULATION
GENERAL FUND AND GENERAL FUND/PROGRAM RECEIPTS
BASED ON A.S. 37.05.540

APPROPRIATIONS ENACTED IN FY87

QOperating 1,846.9
Capital - signed by Governor 7/23/S7 0.0
Loans 194
G.O.Debt | 148.0
Special Appropriations
Ch 32, Alaska AIDS Program 0.5
Ch 86, Arctic Winter Games 0.6
Supplementals (for FY87 and prior gears) 22.6
TOTAL APPROPRIATION 2,038.0
EXCEPTIONS TO THE APPROPRIATION LIMIT
GO Deht -148.0
TOTAL EXCEPTIONS -145.0
TOTAL APPROPRIATIONS SUBJECT TO LIMIT 1,890.0
Multiply by 59 plus the change in population and inflation 1.0498
1988 SESSION APPROPRIATION LIMIT 1,984.2
APPROPRIATIONS - 1985 SESSION (Subject to Spending Limit)
Operating
. FY89 1973.1
Capital
FY89 88.2
FY88 (signed by Governor 7/23/87) 88.5
Loans
FY89 16.7
FY8S (signed by Governor 7/23/87) 10
OtherDebt 11.8
Special Appropriations
Science & Technology Endowment (Sec 1, Ch 5, FSSLA 87
reEeaIed & reauthorized at Sec 189, Ch 173, SLA 88) 100.0
Ch 10, SLA 88, Jobs Bill _ 75.2
Ch 137, SLA 88, Circumpolar Health Studies 0.3
Ch 171, SLA 88, Enforcement of Alcohol Laws 0.2
Supplementals (for FY88 and rlorgears) 8.6
TOTAL APPROPRIATION 2,363.6

BALANCE OF SPENDING LIMIT OVER APPROPRIATIONS -3719.4

Assumptions; According to the statute "an appropriation is considered to made in the fiscal year in which it is
enacted." This would require all aﬁpropnatmns Included in the FY87 base to be any that were made during
the FY8T legislative session, whether it relates to P737 or FY88.

Debt Retirement - The statute refers only to general obligation bonds as an exception.

Legislative Finance Division 2/16/90



FY88 SPENDING LIMT COMPUTATION
MULTIPLICATION FACTOR

SET BY STATUTE

CHANGE IN POPULATION

PERCENTAGE
CHANGE

5.0000

Source: Greg Williams, Dept, of Labor, Research and Analysis

1986 547,600
1987 537,800
-9,800

CHANGE IN INFLATION
Source: Dept, of Labor, Research and Analysis
CPI - Urban Consumers - Anchorage

First half of 1986 289.0
First half of 1987 289.2
02

TOTAL

LFD 2/16/90

-0.0179

0.0007

49828



STATE OF ALASKA
ENACTMENT OF APPROPRIATIONS

GENERAL FUNDS AND GENERAL FUND PROGRAM RECEIPTS

YEAR OF ENACTMENT

Ch 95, SLA 87
Conference Committee
New Legislation
Program Receipts
Sec 19 & 20 Legal Proceedings
Sec 22, Pers Svcs
School Debt
GO Debt
Loans
Ch 2, SLA 87-Disaster Relief
Ch 32, SLA 87-AIDS Program
Ch 86, SLA 87-Arctic Winter Games
Ch 90, SLA 87-FY87 Supplementals
Ch 93, SLA 87 - Student Loans
Ch , SLA 87 FSS
Capital
Loans o .
Reappropriations-Operating
Reappropriations-Capital
Ch 5, SLA 87 FSS
To budget Reserve Fund
Ch 54, SLA 88
Conference Committee
New Legislation
GO Deht
Other Debt
Ch 2 SLA 88
Foundation
School Debt
Ch 172, SLA 88 - Capital
Loans
Ch 10 SLA 83 -JOBS
Ch 73 SLA 8
Reappropriations « Operating
Reappropriations - Capital
Reapprop-Ch 5, SLA 87-GF*
FY38 Supplementals
Ch 6, SLA 88 - FY88 Supplemental
Ch 20, SLA 88 - FY88 Supplemental
Ch 137, SLA 88-Circumpolar Hlith
Ch 153 SLA 88-Disaster Relief
Ch 171, SLA 88-Alcohol Laws

Date of

Enactment
6/30/87

3/17/87
5/30/87
6/15/87
6/17/87

6/17/87
7/23/87

7/23/87
6/10/88

3"26/88

6/17/88

3/3/88
7/8/88

2/25/88
4/22/88
6/8/88
6/9/83
6/17/88

LFD 2/16/90

FY87

1,632.0
125

FY88

FY89

104
30.2

55.9



YEAR OF ENACTMENT
Ch 116, SLA 89

Conference Committee

New Legislation
School Debt
Shared Taxes

Fisheries Enhancement

GO Debt
Other Debt
Loans

Ch 17 SLA 89
Capital

Reappropriation - Operating
Reappropriation - Capital
Ch 37. SLA 89-FY89 Supplementals
Ch 43 SLA 89-FY89 Supplemental
Ch 103, SLA 89-Arctic Winter Games
Ch 62, SLA 89-Business Incentive

Ch 13 SLA 89-Qi Spill
TOTALS

Date of
Enactment
6/17/89

6/30/89

6/1/89
5/26/89
6/13/89
5/30/89
4/12/89

FY87

2,038.0

FY88 FY89

1,886.8
31
107.8
186
105
1204
121
100

132.8

2.7
474

2,659.4 2,563.3

* Qriginal Appropriation to Budget Reserve Account, Reappropriation changed it to Science
& Technology Endowment and reduced amount to $100.0 million. Also added contingency.

LFD 2/16/90



H58 Alaska

security claims.  Frick, acting on behalf of
ARCO, sent u form to the Employment
Security Division indicating the reason or
Akers' discharge as insubordination in will-
ful disregard ‘of the employer's interest.

At trial, Akers claimed that ARCO had,
in had faith, attempted to prevent Akers
from obtammP unemployment compensa-
tion. At the close of Akers’ case, however,
this claim was dismissed because insuffi-
cient evidence had heen presented. ARCO
later moved that the Frick report be re-
moved from the jury's consideration pe-
cause the unemplo; ment compensation
claim had been dismissed and hecause
there had been no e ridence connecting the
content of the report to an% of the individu-
als responsible for the discharge. The trial
court .-gjected this argument and allowed
the jury to consider the report.

-ARCO argues that since none of the indi-
vidual defendants had anything to do with
the filing of tlie Frick report, this evidence
could not be probative of bad faith by
either those individuals or ARCO.

Akers arques that the report is attributa-
ble to ARCO. The report was ARCO's
response to Akers' claim for unemployment
compensation., Akers claims that since the
report is attributable to ARCO, the fact
that the reason for termination stated in
the report was different from the reason
Akers was given is relevant to the claim
that ARCO acted in bad faith, "Obviously,
if an employer gives inconsistent reasons
for the discharge of the emplo¥ee, this
inconsistency casts doubt on whether rea-
sons exist for the discharge an<' which, if
either, is the true reason.”

Although the Frick report may not be
attributable to any of the individuals in-
volved In the termination of Akers, the
report was nonetheless attributable to
ARCO. The fact that this report listed a
reason for termination that w..s different
from the reason Akers was previously giv-
en bﬁ ARCO s relevant to, the issue” of
whether ARCO was acting in good faith.

3. Wk have reviewed the Issue* raised by Alters
on cross-appeal and find they do not warrant

153 PACIFIC REPORTER, 20 SERIES

Thus, the trial caurt did not err in allowing
the jury to consider the Frick report.

CONCLUSION

The award of punitive damages is. RE-
VERSED. In all other respects the judg-
ment of the trial court is AFFIRMED.3
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