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CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. SN 3°°

counting purposes. However, these costs are based on the
assumption that all candidates and issues will fit on three
ballot cards* which is the norm. It should be noted,
however that should the inclusion of this issue require a
4th ballot to be printed, the cost increase would have to be
calculated at 16 cents per ballot x approximately 320,000
voters. The total cost of printing the additional ballot
card would be $51.2.

Under these circumstances the fiscal note would be:
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MEMORANDUM

To: Senator Pat Pourchot
Senate State Affairs
Senate State

From: Senator Jack

Re: Backup for SJR 3 of Administrative

Date: March 14, 1989

Intent: The intent of this proposed amendment to the
Constitution of the State of Alaska, 1is to provide a mechanism
for the legislature, as representatives of the people from
which we derive our legislative authority, to oversee the rule
making power granted the executive branch as a result of
enacted legislation.

Background: This proposal has been placed on the ballot on
three previous occasions. Each time it failed. The following
chart is provided for your consideration.

1980 1982 1984 1986 1988
Yea®™S 58,808 N/A 91,174 65,176 N/A
Nay"®s 82,010 N/A 98,856 94,299 N/A
Total
Proposition
Votes 140,818 N/A 190,030 159,475 N/A
Total
Election
Vote Cast 162,653 199,358 213,173 182,526 203,433
Total Reg.
Voters 258,742 266,224 305,262 292,274 292,441
Proposition
Failure % 16.0% N/A 4.0% 18.2% N/A

% Voter
Turn Out 63% 75% 70% 62% 70%
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From this chart it is interesting to note the difference
between the total number of votes cast on the proposition and
the total number of votes cast in the election. For 1980 this
number is 21,835; for 1984 it is 23,147; and for 1986 the
difference is 23,143. It appears that each time this ballot
measure has been brought up, between 11 percent (1984) an 13
percent (1980 and 1986) of the electorate did not know what
they were voting for.

The Administration has always opposed this resolution. This
is to be expected.

Attachments

1. Ballot Proposition No. 1, 1980.
2. Ballot Proposition No. 1, 1984.
3. Ballot Proposition No. 2, 1986.

4. Letter from the Department of Law,
to Representative M. Mike Miller, Dated May 8, 1986.

Rational: I have resurrected this issue of legislative
oversight of the policy setting ability of the executive
branch, because the Constitution established the Legislature
as the policy branch of government.

We have seen increasing numbers of administrative
regulations promulgated to implement legislative policy, as
established in the legislation we pass, that either ignores
the legislative directive or goes beyond the limits of what
the Legislature intended.

As an example, in 1985 the Legislature passed a bill that
allowed "work commitmentsl on certain oil and gas leases to
be extended by the Department of Natural Resources. The bill
was half a page long and very direct. The intent as | recall
was to retain the nearly 30% royalty rate that would result
from production on these lease and to give the lease holder
relief from the crashing oil market. The DNR wrote 14 pages
of regulations to implement this policy. The result was that
the lease holder lost his leases, the state put them up in
another lease sale, and the leases were sold at 12 3/4 percent
royalty.

Another example 1is the regulations established by the
State Board of Dental Examiners regarding licensure of new
dentists by credentials. It is obvious that the intent of the
Statute (AS 08.36.234) was to allow the Board to establish
criteria where dentists could gain access to Alaska patients
based on their track record in other states. The Board simple
wrote a regulation prohibiting licensure by credential. And
to further exemplify the need for this resolution, the
proposal to change this situation, SB 126, is a one word
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change, from "mayl to "shall™. The bill was introduced on
1/18/89 and is still in the first committee of referral. You
might think this is a simple policy change, however, 1in public
hearings we have learned that this is substantial. The Board
should promulgate regulations that address the intent of the
law, and not the purview of the Board.

There are other examples from resource industries, and
labor training programs to motor vehicle regulations. The
broader issue however, and the complaint | receive most from
my constituents, 1is that it is becoming increasing evident
that administrative agencies are using regulations to
perpetuate their bureaucratic empires. The problem is that
this was never intended by the Constitution.

Recommendation: I recommend you move the SJR 3 from
committee, with "do pass™ recommendations.



BALLOT PROPOSITION NO. 1

LEGISLATIVE ANNULMENT OF REGULATIONS
Constitutional Amendment
(Committee Substitute for House .Joint Resolution No. 82 Amended)

SUMMARY
I1As it will appear on the November 4, 1980 General Election Ballot)

This pro osa\ would permt the le |s|ature to annul adoptm 2 resolgtmn re uatlons ado d by state

anqe%g ment of re ua ons U|on Was a r|ze p Irs tte Le slature n 1 5 o eve
ution. p \s e |s e.10 ann ula |o on
and (a ca

S
g bl Wi et e T tﬁ% s f&i g sy i rate% e T fea“fae
vote opa r%a i E%o b||¥) d% the a Wn ey

orit t Bt | atur n I uIat|on could be veto
the governor or rgpealed) y re eren um. A resoﬁuno annuﬁﬁtg a requ atllon C u?d g
BALLOT FORM:;

A vote "FOR™ adopts the amendment,
A vote "AGAINST" rejects the amendment.
FOR OJ
AGAINST I

VOTE CAST BY MEMBERS OF 11TH STATE LEGISLATURE ON FINAL PASSAGE
Senate (20 members):  Yeas 18 Nays 0.  Absent or Not Voting 2
House (40 members):  Yeas 36.  Nays O. Absent or Not Voting .4

f

LEGISLATIVE AFFAIRS AGENCY SUMMARY
(s required by law)

Th|s grolt)osal Would add a new sect|on sectlon 22 to Art|c|e Il of the state const|tut|on If adopted the proposal
would authqrize the eglsatI]Jre tc annul or %et aregua has been ado e X%state eg rt{;neﬁtt
or agency. nor er to annul a regmlatl e |s ﬁjre cou gj ép a.concurr tre titlo gpegﬁrovi t

resofyi R% maﬁor“mye vote of the emgers house of

(H eac les the date
on whic annulment of a regulation would take erfect

egislature. The resolution

FULL TEXT OF PROPOSED CONSTITUTIONAL AMENDMENT

oSSR AALNENS OF ESHATON Tt ot s e n e
aﬁ oncurrent resolution is approved by both fouses

annulment of the I’EgP lation is e eCtIVS ?n the date the
unless the concurrent resdlution speciries a ifferent date.

B0 v i AANEUT |
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STATEMENT

The legislature, when it writes a law, cannot foresee all
of the possible details involved in carrying ftout. The appro—
priate administrative agency is therefore allowed to write
regulations which spell out who does what, when, where,
and how. If the agency does no more than this no problem
is created.

Unfortunately agency regulations are not always consistent
with the intent the legislature had in passing the law. Some —
times an agency will get carried away and put out regulations
that cause an unnecessary burden for the citizens. The First
State Legislature realized this and provided a simple solution.
The legislature could, by a concurrent resolution passed by
a majority of each house, annul an administrative regulation.
Such a resolution is not subject to the governor 3 veto.

The Alaska Supreme Court recently held, ina 3-2 decision,
that the legislature must use a bill rather than a resolution
to annul administrative regulations. But a bhill is subject to

IN FAVOR OF BALLOT PROPOSITION

NO. 1

the governor®s veto. The governor can hardly be expected
to approve a bill overruling his subordinates, who put out
the regulation in the first place. The present governor has
already vetoed one such hill.

The court ruling gives agency regulations equal standing
with laws, even though no sirgleperson elected by the voters
has approved them.

Our government iswisely b??ed on dividing power among
the three branches legislative, executive and judicial. The
current situation g entirely too much power to the execu—
tive branch. Your t “roval of this constitutional amendment
will restoie the better balance under which the state operated
from 1961 to 1980.

— Charles H. Parr

Chairman, House Judiciary Committee
" . Alacka State Legislature

STATEMENT AGAINST BALLOT PROPOSITION NO. 1

This is still another proposal by the legislature to free itself
f.om the checks and balances of our constitution. Under the
constitution, the legislature has all the power itneeds to make
laws and annul administrative regulations. This proposal does
not aid the public inany way. What itdoes isallow the legisla—
ture to exercise 1> power to annul regulations in disregard
of the constitutional requirements that each bill have a single
subject, that each bill have three readings in each house,
and that there be a recorded vote of the ayes and nays on
final passage. Itwould also free the legislature from the exec—
utive veto and it would allow it to ignore the prohibition
against special and local legislation.

The Alaska Supreme Court has recently ruled that the legis—
lature must abide by the constitution®s checks and balances
on its power whenever it exercises that power, including
when itacts to annul regulations. This amendment is intend—
ed to overrule thé& court®s decision and erode the constitu—
tion"s safeguards. It aids legislators, not the public, and it
should be rejected..

Katherine D. Nordale
Delegate to the Alaska
» Constitutional Convention,
1955-1956

Arguments printed cn thispage are the gpinions of the authors and have not been checked foraccuracy by any official agency -



éonstitutional Amendment

LEGISLATIVEANNULMENT OF ADMINISTRATIVE REGULATIONS
' (1983 Legislative Resolve No. 15 (SCS HJIR 5[Jud]))

SUMMARY
(As itwillappear on the November 6,1984 General Election Ballot)

This amendment of the Alaska Constitution would permit the legislature to annul executive-branch regulations by
passing a resolution. The annulment would become effective 30 days after passage by the legislature, unless the
resolution sets a different date. The resolution must have three readings ineach house on separate days, except that it
may be advanced from second to third reading on the same day by a three-fourths vote of the house considering it The
resolution must receive approval of a majority of the membership of each house. The yeas and nays on final passage
must be entered inthe legislative journals. The resolution is not subject to veto by the governor, and it is not subject to

repp” 11 by referendum.

BALLOT FORM:

Avote "FOR" adopts the arﬂendmend;.
Avote "AGAINST" rejects the amendment.

., AGANSTED
VOTES CAST BY MEMBERS OF THE 13H STATE LEGISLATURE ON FINAL PASSAGE

Senate (20 members): Yeasl9 NaysO Absent or Not Voting 1
House (40 members): Yeas34  Nays 2 Absent or Not Voting 4

LEGISLATIVE AFFAIRS AGENCY SUMMARY
(As required by law)

This proposal for a con. .itutional amendment would allow the legislature to annul a regulation adopted by a state
department or agency by concurrent resolution. The annulment is effective thirty days after the date the concurrent
resolution is approved by both houses unless the resolution specifies a different date. Adoption requires three readings
in each house on three separate days except it may be advanced from second to third reading on the same day by
concurrence of three fourths of the membership of the house considering it Adoption requires approval by a majority
vote of the membership of each house. The vote on final passage must be entered into the journal.

FULLTEXT OF PROPOSED CONSTITUTIONAL AMENDMENT
(Thisamendment would add the following section to article Il of the Alaska Constitution.)

section 22. ANNULMENT OF REGULATIONS. The legislature by concurrent resolution may annul a regulation
adopted by a state department or agency. The annulment of the regulation is effective thirty days after the date the
concurrent resolution is approved by both houses unless the concurrent resolution specifies a different date. The
concurrent resolution requires three readings in each house on three separate days, except that it may be advanced
froms 'nond to third reading on the same day by concurrence of three-fourths of the house considering it, and approval
byamajority voteofthemembershipofeach house.Theyeas and naysorifinal passageshall be entered intothejournal.

— ~trJ.CoGw/ill. AttAcWmg A ~



STATEMENT INFAVOR OF BALLOT MEASURE NO. 1

Voterswho have everex’\i)enenced irritation orangeras aresultofaproblemthey have had with state regulations should vote in
favorofBallot Measure No. 1.While many regulations do conform toand supportstate laws, there are occasionally regulations
which are imposed that go beyond the intent of the law and cause undue hardship on our citizens. These regulations often
make no sense atall, state agency people are often ata loss to explain the meaning or sense of the regulations, and yet the
state agencies involved continueto enforce them, and voters are powerless to chan?e them. ,
The Alaska Constitution, patterned essentially upon the Constitution of the United States and the experience of the other
states, provides a system of checks and balancesamong the three branches of government, and furtherentitles the people to
their own checks and halances through the voting hooth, the |n|t|?t|ve process, and final authority over amendments to the
constitution. The one majorareaofgovernmentthatis currently NOTdirectlyaccessible tothe peoplé’s checks and balances is
the very cor{5|derable volume ofadministrative regulations which are written by the state agencies in the executive branch of
overnment.
%hese regulations deal with every aspect of government and our lives: fish and game, education, health and social services,
traffic, land development, utilities, taxes; the listisendless. And once the regulat|ons%omto effect, they have allthe force of law.
The problem is, that unlike the situation that occurs with laws, the agency people who make and enforce requlations are not
subject to voter approval at election time; theY, are either appointed by the governor or by his commissioriers.
While the legislature is often made aware of foolish bureaucratic requirementsby unhappy constituents, Itisalmost powerless
todo anythmgTaboutthem. Currently, toannula requlat[o,n, the legislature must pass a new bill which is then subject toveto by
ﬁhegovern%r. dh|s|c%utsthegovernormthepowerfu position ofbemgabletostopab|||1thatwou|doverturnaregulatmn made by
is 0wn subordinates.
It was never intended b}/ the framers of our State Constitution that any governmental body except the legislature have the
power to make laws. Yet, bad regulations have been written, on occasion by state agencies, which go beyond the letterand
Intent of the law as passed by the legislature and in effect create law on their own.
This measure would provide a reasonable avenue for annulment of bad regulations. lkwould allow ){ourelected representa-
tives in the legislature, through a ma{ontyvote ofboth houses, to annul re%u ations inthe same way they pass any legislative
bill, except itwould not be subject to veto by thn governor, who clearly has a biased R,osﬂm,n in'the matter. ° ,
The House Joint Resolution which created the ballot measure had bi-partisan sponsorship during the last legislative session,
and was passed with near-unanimous support by both houses of the legislature.

—Mike Szymanskl,
State Representative

STATEMENT OPPOSING BALLOT MEASURE NO. 1

Th|3froposed amendment to the Alaska Constitution js very similar tothe one proposed in 1980 and rejected by the voters
82,010 to58,808. Although the presentversion includes some improvements over the 1980version, itis anothér attempt by
the legislature to concentrate governmental ﬁower,m its own hands. , o ,
Under the current constitution and statutes, the legislature has all the power it needs to make laws and to limit or guide the
adoption of administrative regulations. The requlations are adopted to implement statutes. This proposal would enable
legislators to use a law-making'procedure that isnotsubjectto veto'by thegovernoror repeal by referendum, andthatcould be
used to ignore the prohibition against special and local legislation.” _ oo

The constitution now provides fora balance of poweramong the legislative, executive, and judicjal branches ofthegovern;
ment. This balance requires a blendm%orsharmg, aswellasa dividing, ofgovernmental responsibilities. Ifthis constitutionai
amendment were to be approved by the voters, itwould onable the legislature not only to write the laws, as has traditionally
been the legislature’s function, but'itwould also enable the legislature to act in place of the courts in deciding whether the
executive has lawfully executed the lawswhen adoRtmg aregulation;and itwould empower the legislature toactin place ofthe
executive by nul,th,mg a specific executive-branch decision. , , ,
The apnulment is Tiké a repeal. In using this expedited procedure- to annul a regulation, the le([1|slature would act only in a
negative way. ltwould not be providing the sortof policy guidance and direction thatis appropriate to its law-making. function.
And itwould not be providing the thoughtful analysis nécessary to solve a problem. The legislature would be saying_to the
agency "your decision to adopt that regulation is'wrong”. But itwould not be telling the agenckl what would be right."This is
eSpecially troublesome when dealing with a complex Subject. Without an,}/ guidance heyond the statute that the exgcutive
branchagency was trying toimplementin the first place, the agency is leftwithonly the option toguess again. Thatis neitheran
efficient nor an apprognate way to run the government. , o ,

The Alaska Supreme Court has ruled that the legislature must abide by the Constitution’s checks and balances on its power
when it exercises that power, including when itacts to annul regulations. The present proposal is intended to overrule the
court’sdecision. Asarqued four years a%o, when thevoters rejected the 1980proposal, thisamendmentwould aid legislators,
not the public, and it should be rejected.

~ —Katherine D. Nordale,
Delegate to the Alaska Constitutional Convention, 1955-1956
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BALLOT MEASURE NO. 2

ltutional Ame
E fahve nnu menq 0? Adm|n|strat|ve Rggulatlons
Leglslatlve Resolve No. 60 HCS SJR 40 [Jud] am

BALLOT LANGUAGE

(As it will appear on the November 4, 1986, General
Election Ballot)

"This amendment of the Alaska Constitution
would permit the legislature to annul executive branch
regulations by passing a resolution that is not subject
to veto by the governor or repeal by referendum. The
annulment would become effective 30 Jays after pas-
sage by the legislature, unless the resolution sets a dif-
ferent date. The resolution must have three readings in
each house on separate days, except that it may be ad-
vanced from second to third reading on the same day
by a three-fourths vote of the house considering it.
The resolution must receive approval of a majority cf
the membership of each house. The yeas and nays on
final passage must be entered in the legislative
journals. I

A vote “FOR" adopts .
the amendment, ’

A vote “AGAINST”
rejects the amendment. AGAINST OJ

VOTES CAST BY MEMB
THE 14TH ALASKA LE
ON FINAL PASSAGE

forD

ERS OF
GISLATURE

House:  Yeas 31
Nays 4
Absent orNot Voting > 5
Senate:  Yeas 17
Nays 0
Absent or Not Voting 3

3

— spm- Coe

AGENCY SURMARY

(HCS SJR 40 (Jud) am H)

This proposal for a constitutional amendment
would allow the legislature to annul a regulation adop-
ted by a state department or agency by its adoption of
a concurrent resolution. Under the present provisions
of the constitution, the legislature may annul a regula-
tion only by the enactment of a bill that is subject to
the veto of the governor; If rhe governor vetoes the
bill, the constitution now requires a two-thirds affirma-
tive vote of the legislature assembled in joint session
to override the veto.

If the legislature adopts a concurrent resolution to
annul a regulation under the authority proposed here,
the annulment would be effective thirty days after the
date the concurrent resolution is approved by both
houses unless the resolution specified a different date.
The concurrent resolution would not be subject to the
veto of the governor. Adoption would require three
readings in each house on three separate days except
that it may be advanced from second to third reading
on the same day by the concurrence of three-fourths
of the membership of the house considering it. Adop-
tion would require approval by a majority vote of each
membership of each house. The vote on final passage
must be entered into the journal.

FULL TEXT OF PROPOSED
CONSTITUTIONAL AMENDMENT

(This amendment would add the following section to
article Il of the Alaska Constitution.)

SECTION 22. ANNULMENT OF REGULA-
TIONS. The legislature by concurrent resolution may
annul a regulation adopted by a state department or
agency. The annulment of the regulation is effective
thirty days after the date the concurrent resolution is
approved by both houses unless the concurrent resolu-
tion specifies a different date. The concurrent resolu-
tion requires three readings in each house on three
separate days, except that it may be advanced from se-
cond to third reading .on the same day by concurrence
of three-fourths of the house considering it, and ap-
proval by a majority vote of the membership of each
house. The yeas and nays on final passage shall be
entered into the journal.

Vi r ~S -
3/ W til
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BALLOT MEASURE NO* 2

BT EAS RE N

The issue is basically simple: should bureaucrats or
the Legislature be the ultimate lawmaking authority?

All 60 members of the Legislature (40 House and 20
Senate) are elected by the people. They are all voted in-
to, and out of, office by individual voters. The Alaska
Constitution says, "The legislative (i.e, lawmaking) power
of the State is vested in a Legislature consisting of a Sen-
ate. . .and a House of Representatives...” The Legislature
proposes, considers, and enacts laws, known collectively
as the Alaska Statutes (if general and permanent) or as
the Session Laws of Alaska (if specific and temporary).

All bureaucrats who promulgate (i.e, enact and en-
force) regulations (theoretically, to put laws into effect)
are in the Executive Brancn, headed by the Governor.
Bureaucrats are not voted into office and thus cannot be
removed by the people. Instead, bureaucrats are hired by
the Governor or by his/her appointees, and thus can
only be removed from office by the Governor or by
somebody answerable to him/her. However, the regu-
lations promulgated by the bureaucrats, known collec-
tively as the Alaska Administrative Codp, have the force
of law and affect all of us, sometimes adversely.

What can be done about a law that’s bad? It can be
repealed by the Legislature or, in some cases, by the peo-
ple directly via an initiative petition.

What about a regulation that’s bad? It can only be
repealed by the bureaucrats who promulgated it, up to
and including the Governor. If the Legislature tries to re-
peal a regulation by passing a bill, the Governor will al-
most certainly (and always has, in the past) veto the bill
so that the bad regulation stays in full force and effect.

Now, if the Legislature had the power to repeal regu-
lations by passing a concurrent resolution (instead of a
bill), then the resolution could not be vetoed by the
Governor. Thus, the Legislature would be able to get rid
of bad regulations, which in effect it cannot do now.

Would this give the Legislature too much power? Not
hardly. Since the Legislature already has full power to
entct laws, why shouldn’t it have full power to repeal all
laws, including regulations?

Why do Governors and bureaucrats oppose giving
the Legislature such regulatory repeal power? Because
Governors and their handpicked bureaucrats, which are
answerable only to the Governor (and cannot be re-
moved by the people, which can remove Legislators),
don’t want to lose the power they now have to promul-
gate and enforce any regulation they want. It's that simple.

If you feel that the Legislature should have the
power to repeal regulations via concurrent resolution (not
vetoable by the Governor), vote FOR the ballot measure.
If you feel that bureaucrats should be the ultimate law-
making authority, vote otherwise.

1lrecommend that you vote FOR. Only in this way
will we realistically be able to get rid of bad regulations.

Andre Marrou
Scate Representative

33
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For the third time in six years, the legislature insists
on confronting the voters with a proposed constitutional
amendment giving the legislature a short-cut to law-mak-
ing—another attempt by the legislature to concentrate
governmental power in its own hands. The voters reject-
ed a similar proposal in 1980 and the identical proposal
in 1984. It should be 'ejected again.

Under the current constitution and statutes, the leg-
islature has all the power it needs to make laws and to
limit or guide the adoption of administrative regulations.
Regulations are adopted to implement statutes. They have
the force of law. Annulling them changes the law. This
proposal would enable legislators to'use a law-making
procedure that is not subject to veto by the governor or
repeal by referendum, and that would be used to ignore
the prohibition against special and local legislation.

The constitution now provides for a balance of pow-
er between the legislative, executive, and judicial branches
of the government. This balance requires a blending or
sharing,, as well as a dividing, of governmental responsi-
bilities. If this constitutional amendment were to be ap-
proved by the voters, it would enable the legislature not
only to write the laws, as has traditionally been the legis-
lature’s function, but it would also enable the legislature
to act in place of the courts in deciding whether the ex-
ecutive has lawfully executed the laws when adopting a
regulation, and it would empower the legislature to act
in place of the executive by reversing a specific executive-
branch decision/

In its intent statement accompanying this proposal,
the legislature admitted that the "difficulty in achieving
[the two-thirds] majority [to override a veto] in opposi-
tion to the governor and the governor’s administration
has led the legislature to propose this amendment." In
other words, the fear that the governor might veto a bill
and that not enough legislators would agree to override
that veto prompted this short-cut approach to law-mak-
ing. That fear overlooks the governor’s accountability to
the voters throughout the state.

The annulment is like a repeal. The legislature would
act only in a negative way. It would not be providing the
sort of policy guidance and direction that is appropriate
to its law-making function. The legislature would be say-
ing to the agency "your decision to adopt that regulation
is wrong.” But it would not be telling the agency what
would be right. This is especially troublesome when deal-
ing with a complex subject. Without any guidance beyond
the statute that the executive-branch agency was trying
to implement in the first place, the agency is left with
only the option to guess again. That is neither an effi-
cient nor appropriate way to run the government.

The Alaska Supreme Court has ruled that the legis-
lature must abide by the constitution’s checks and balan-
ces or. its power, including when it acts to annul regula-
tions. The present proposal is intended to overrule the
court’s decision. As mentioned when the voters rejected
the 1980 and 1984 proposals, this amendment would aid
legislators, not the public, and it should be rejected.

Katherine D. Nordale
Delegate to the Alaska
Constitutional Convention, 1955—1956



BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF LAW Ea%%gf'ggﬁgiégﬁIOL

OFFICE OF THEATTORNEYGENERAL

ilay 8, 1986

Honorable M. Mike Miller
Chairman

House Judiciary Committee
Alaska State Legislature
P. 0. Box V

Juneau, Alaska 99811

Re: SJR 40 (constitutional
amer. enent on annulment of
regulations)

Our file: 66-3-86-0493

Dear Representative Miller:

I understand that Senate Joint Resolution No. 40,pro—
posing an amendment to theAlaska Constitution, 1S on your com—
mittee"s agenda for tomorrow. This letter is to express the De—
partment of Law"s opposition to that resolution. If the resolu—
tion 1is passed, that proposed amendment would hit the voters for
the third time in six years.

BRIEF STATEMENT
Essentially, the Department of Law"s position is that:

1. In 1980, the voters rejected a virtually identical

constitutional amendment by a substantial margin --
82,010 to 58,808. In 1984, they even rejected an im—
proved version (improved in terms of accountability to

the public). We should assume that the votersknew

what they were doing.

2. The legislature, does not need this shortcut method
to perform its proper oversight function.

(A) The Alaska Administrative Procedure Act includes
provisions giving multiple notice to the legisla—
ture and enabling legislators to participate 1in
the regulations-adcption process.

(B) If an executive-branch agency, 1in adopting a regu—
lation, goes 1in a direction that 1is net supported
by the current legislature, the legislature may
legislate further -- enact guidelines,
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House Judiciary Committee Page

limitations, prohibitions.

3. A concurrent resolution, the vehicle proposed by
this resolution to annul administrative regulations, is
not co7ered by the constitutional and other provisions
applicable to bills, which provisions tend to assure
protection of and accountability to the public.

4. An annulment resolution®s bare negative statement
does not afford the executive-branch agency responsible
for executing the law any guidance in performing its
constitutionally mandated duties.

DISCUSSION

The amendment proposed by SJR 40 is virtually identical
to the Eleventh Legislature®s CSHJR 82 am (1980 Legislative Re—
solve No. 5). That amendment was rejected by the voters on No—
vember 4, 1980 by a vote of 82,010 to 58,808. That is a substan—
tial margin, and we should assume that the voters knew what they
were doing. They again rejected the amendment in 1984 - in the
form of the Thirteenth Legislature®s SCS HJR 5(Jud) (1983 Legis—
lative Resolve No. 15) - even though it contained provisions for
adeferred effective date, three readings on separate days, and
recording in the journal the yeas and nays on final passage. The
voters should not be repeatedly subjected to the same ballot is—
sue.

As you know, these proposals for constitutional amend—
ments are 1intended to reverse the effect of the Alaska Supreme
Court®s decision in State of Alaska v. A.L.I.V.E. Voluntary, 606
P.2d 769 (1980). The essence of that court"decision, which held
invalid the statute (AS 44.62.320(a)) that provided for legisla—
tive annulment of administrative regulations by concurrent reso—
lution, 1is that (1) procedurally and substantively valid regula—
tions have the force of law, (2) an ™"annulment™ of a regulation
has the effect of changing the law, and (3) when the legislature
changes the law, 1t must do sc by following the constitutional
procedures for law-making. Since AS 44.62.320(a)"s concurrent
resolutions did not follow the procedures for Jlaw-making, the
court held that that statute was invalid.

As the court pointed out in Plumley v. Hale, 594 P.2d
497, 500 (Alaska 1979), the. various constitutionVl provisions
specifying the mechanics of legislating are "designed to engender
a responsible legislative process worthy of the public trust.”
Those provisions are "to ensure deliberation prior to passage, to
ensure that the requisite majority of each house affirmatively
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votes to enact a bill into law, and to provide a public record of
the vote cast by each legislator.” Ld. Those procedures 1in—
clude, for example

the single subject rule of art. Il, sec. 13;
the descriptive title rule of art. 1I, sec. 13;

the requirement of separate readings on separate
days, under art. 11, sec. 14;

the requirement that the ayes and nays on final
passage be recorded in the legislative journal,
under art. 11, sec. 14;

the provisions on gubernatorial veto, under art.
Il, secs. 15 and 16; and

the deferred effective date, under art. 11, sec.
18.

Those provisions provide for public accountability,
public notice, and an opportunity for the public to prepare for
the application of new law. Regulations adopted under the Alaska
Administrative Procedure Act take effect only after the required
public notice, opportunity for public comment, legal review by
the Department of Law, and a deferred effective date. Curiously,
the current version of this proposed constitutional amendment
omits the 1improvements contained in 1983 LR 15. Neither the
constitutional protections nor the corresponding Administrative
Procedure A.ct protections would be applicable to a concurrent
resolution®s annulment of an administrative regulation.

The proposed constitutional amendment before you is not
a "mere adjustment™ or technical correction of the constitution.
Jt proposes a substantial realignment of the constitutionally
specified powers. Although the adoption of administrative regu—
lations by an administrative agency 1is considered a "quasi—
legislative function,”™ it is an essential part of the executive
branch®s execution or implementation of a statute. The proposed
amendment, by providing for legislative annulment by means of a
concurrent resolution, provides for the legislature to make what
can be considered executive-brench decisions -- executing a
program created by statute. This concentration of power in the
legislative branch -- both enacting the program statute and then
participating in executing it -- does not reflect a sound policy
in the face, of the separation-of-powers doctrine as expressed 1in
the Federalist Papers and other writings. That doctrine, of
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course, 1involves a blending or sharing of powers. The purpose is
to avoid an inappropriate concentration of power.

In addition, when the legislature makes a simple nega—
tive statement by merely annulling a regulation, it interferes
with the executive-branch®s execution of the statute and offers

nothing in its place. For example, the regulation involved in
the A_L.I.V.E. Voluntary case was a Department of Revenue regula-
tion dealing with permits for such things as lotteries. It con—

tained several elements: a dollar limitation, a time limitation,

and a provision for the cumulative effect of the value of indi—
vidual prizes in reaching the dollar limitation. When the legis—
lature annuls a provision such as that, 1is the agency to inter—
pret the annulment as meaning that the dollar limitation is not
appropriate, or that the time period is not appropriate, or that
the cumulative effect is not appropriate? |If the agency conclud—
ed that the legislature must have been primarily concerned about
the dollar limitation, and adopted a new regulation specifying a
different dollar amount, would it be guessing right?

I do not believethat anyone questions the legisla—
ture®s right to review the executive-branch®s execution of the

statutes. Nor does anyonequestion the legislature®s right to
enact statutes setting guidelines and 1imposing limitations or
prohibitions. We may disagree as to the merit of a particular

guideline or prohibition, but not as to the right of the legisla—
ture to enact it (subject, in some circumstances, to the applica—
bility of other constitutional provisions).

The Alaska Administrative Procedure Act (AS 44.62) pro—
vides a carefully structured system with many opportunities for
legislator involvement 1in the adoption of administrative regula—

tions. If one of those opportunities was missed, or proved oth—
erwise unavailing in some circumstance, further legislation might
be appropriate. Such legislation would, of course, supersede the

offending regulation.

In Immigration and Naturalization Service v. Chadha,
462 U.S. 919, n L.Ed.2d 317"TOf S.~Ct7~27~4 "(T9"83T, affirming
Chadha v. Immigration and Naturalization Service, 634 F.2d 408
(9th Cir. 79DD), the United""States Supreme Court held 1invalid

what has become known as the "legislative veto.”™ The U.S. Su-—
preme Court®"s decision 1is consistent with our state supreme
court®s decision in A_L.I.V.E. Voluntary. Your committee might

also find helpful the discussion in" the official commentary to
the 1981 Revised Model State Administrative Procedure Act, pro—
mulgated by the National Conference of Commissioners on Uniform
State laws; see, especially, the art. |I1Il introductory comments
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which discuss the legislative/executive/public interrelationship
regarding administrative regulations.

In a nutshell, the problem is that once the legislature
passes a statute creating a program or function it is then up to
the executive to execute that statute and up to the court systenm
to determine whether the executive has exceeded its authority or
otherwise violated the law. This proposed amendment would alter
that balance by 1injecting the legislature 1into the execution
stage of the system.

As the voters have done twice before, your committee
should reject this proposed constitutional amendment.

Thank you for this opportunity to comment. I would be
happy to discuss the matter further with you at your convenience.

Yours truly

HAROLD M. BROWN"®

Assistant Attorney General
AHP :md

cc: Hon. Paul Fischer
Alaska State Senate

Jim Ayers, Director
Legislative Relations
Governor®s Office
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SECTION 14. The legislature shall establish the
procedure for enactment of bills into law. No bill
may become law unless it has passed three readings
in eafh house on three separate days, except that
any bill may be advanced from second to third
reading on the same day by concurrence of three-
fourths of the house considering it. No bill may
become law without an affirmative vote of amajor—
ity of the membership of each hous». The yeas and
nays on final passage shall be enteieu in the jour—
nal.

SECTION 15. The governor may veto bills pass—
ed by the legislature. He may, by veto, strike or
reduce items in appropriation bills. He shall return

any vetoed bill, with a statement of his objections,
to the house of origin.

SECTION 16. Upon receipt of a veto message
during a regular session of the legislature, the
legislature shall meet immediately 1in joint session
and reconsider passage of the vetoed bill or item.
Bills to raise revenue and appropriation bills or
items, although vetoed, become law by affirmative
vote of three-fourths of the membership of the
legislature. Other vetoed bills become law by
affirmative vote of two-thirds of the membership
of the legislature. Bills vetoed after adjournment of
the first regular session of the legislature shall be
reconsidered by the legislature sitting as one body
no later than the fifth day of the next regular or"
special session of that legislature. Bills vetoed
after adjournment of the second regular session
shall be reconsidered by the legislature sitting
as one body no later than the fifth day of a special
session of that legislature, ifone iscalled. The vote
on reconsideration of a vetoed bill shall be entered
on the journals of both houses.



viSions of Sec. 1, Art. XIII, o
tion, and for disapproval of Tocal government boundary
changes recommended _bv Local

under_ provisions of Sec. 12, Art. X, of 1
Constitytion. Approval of a joint resolution requires
a majority vote of the full membership of each house.

(r?% All resolutions passed by one or both_houses
are sent t

RESOLUTIONS

. RULE 49. RESOLUTIONS. = (@ The _only type. of
instrument other than a bill or citation “authorized
under these Uniform Rules is a_ resolution. The types
and uses of resolutions are as follows:

. (@ A simple resolution is. a formalized
motion passed hy one house only and bearing the heading
"House Resolution™ or _“Senate’ Resqlution™. _ It may be
used to express the will, wish, view, opinion, sympa—
thy, or_request of the house adopting It. _The simple
resolution shall be used, to establish™a special commit—

._ It does not require committee referral, three
readings, or a_roll call vote. Approval of a simple
resolution requires a majority vote of the full member—
ship of the house.

. (2)I A special resolution = headed _ "House
Special Resolution™ or "Senate Special Resolution” is
used_only for the purpose of expelling a member under
provisions of Sec. 12, Art. Il, of the State Constitu—
tion. The special resolution requires a referral to
the Rules Committee, three readings, and a two-thirds
vote of the full membership of the house for approval.

) (@ A concurrent_resolution _is similar _to
the simple resolution but reflects the will, wish, view
or decision of both houses speaking concurrently. It
is used particularly to handle the internal business of
the legislature, e.g., adjournment of the legislature,
suspension and amendment the_Uniform Rules, request—
ing action_of executive agencies and _interim commit—
tees, and fixing the time, "and place for joint assem—
blies. This résolution is also used for “establishin
joint committees. This resolution does not requir
committee referral, three readings, or anything other
than aﬁproval of a majority_vote of_the full membership
of each house unless Otherwise required by the rules.

@ A_ special concurrent resolution is
empl%/gd 10 ‘consider _disapproval of an executive order
of the governor laid before the legislature under
provisions of Sec. 23, . , of the State Constitu—
tion. This resolution must be considered by a joint
committee and may be adopted by a majority vote of the
full membership “of the legislature In Jjoint session
without recourse to three readings.

(®). A joint resolution is the most formal

e of resOlution and is adopted B> both houses _and
then signed by the governor as a ministerial formality.
The joint resolution is treated in all respects as” a
bill "but it is not subject to veto. It is_usually
reserved for addressees outside the state. This_ reso—
lution is used mainly to express the view or wish of
the legislature to “the President, the Congress cr
agencies of the United States Government or thé govern-
ments of other states. It is required for proposing or

ratifying amendments to the U. S. Constitution, propos-

amendments to the State Constitution under pro-
the State Constitu-

oundary Commission
the State

o the_governor as a mattér of information and

for permanent filing with the lieutenant governor. . The
lieutenant governor _sends enrolled copies of _joint
resolutions "t the_federal and other state officers,
ggengllles and jurisdictions. The transmittal of copies

other ~resolutions to _designated addressees Is

the responsibility of the Legislative Affairs Agencv.



Senator 3fuljn J8. (Slack) ffloghtll
Box v Alaska Jstatc ~Gegtslaiir-'c

Juneau, Alaska 99811
(907) 465-4797

Box 55028
North Pole, Alaska 99705
(907) 488-0862

MEMORANDUM

To: Senator Pat Pourchot
Senate State Affairs Committee,

From: Senator Jack Coghill

Re: SJR 3; Legislative Repeal of Administrative Regulations

Date: February 6, 1989

I am requesting that you schedule SJR 3 for public hearing at
the earliest possible time, in State Affairs Committee.

The resolution is very straight forward and | am interested 1in
seeing if there is as must support for this amendment to our
constitution state wide, as I found in my district.

The intent of this amendment is to add a legislative check on
the executive branches rule making authority.

For instance, if the interim committee on Administrative
Regulation Review were to have a case brought before them by
the public, which exemplified regulations promulgated by an
administrative department that did not reflect the intent of
the law, this amendment would give the legislature the ability
to repeal the regulations. Presently, the legislature 1is
powerless to change regulations without repealing the law.

This is not a new concept, and I have attached pages from the
1986 Official Election Pamplet in this regard.

The prompt consideration of this measure by the committee
would be appreciated.



Alaska State Legislature

Sen. Pat Pourchot, Chairman
P.O. Box V
. . . State Capitol
Sen. Jan Faiks, Vice Chairman
Sen. AL Adams Juneau, Alaska 98811
Sen. Tim Kelly 907*465-3712

Sen, Rick Uehling
Senate State Affairs Committee

MEMORANDUM

TO: Senate State Affairs Committee Members
FROM: Senator Pat Pourchot, Chairmanj

RE: March 15 Committee Hearing

DATE: March 14, 1989

On Wednesday, March 15 at 1:30 p.m. 1in the Beltz Room the Senate
State Affairs Committee will hear the following bills:

SJR 3, Proposing an amendment to the Constitution of the State of
Alaska relating to repeal of regulations by the legislature

SJR 3 would place before the voters at the next general election
a Constitutional amendment allowing legislative repeal of
regulations by concurrent resolution. Adoption of the
concurrent resolution would require three readings on three
different days and approval by a majority vote of the membership
of each house, as do bills. However, concurrent resolutions are
not subject to the governor®s veto.

In 1980 the supreme court found unconstitutional a statutory
provision that allowed legislative annulment of regulations by
resolution. The court ruled that annulling a regulation has the
effect of changing law and that laws can be changed only by
enactment of a bill that is subject to the governor®s veto, as
prescribed in Article 11, Sections 14-16 of the Constitution.

A proposal similar to SJR 3 was defeated by the voters in 1980,
1984, and 1986.

SB 108, An Act relating to public finance, 1including lease
financing

SB 108 would require that all lease-financings for public
buildings be handled by the Alaska State Building Authority.
This would remove the ability of municipalities and private
developers to undertake the lease-purchase of state projects.
Projects authorized by law before July 1, 1984 would be
specifically exempt from this requirement, providing a type of
"grandfather clause” for the Anchorage court facility.
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SB 108 would also require legislative approval of lease-purchase
agreements entered into by the legislature and the court system
if the costs exceed $1 million annually (this provision currently
applies to the executive branch and the university).

The Department of Revenue has proposed an amendment (attached)
that would authorize ASBA to dispose of land, equipment, or
public buildings to other government entities for less than fair
market value. This would allow ASHA-funded projects for which
the bonds have been paid off to be transferred into state

ownership.

SB 154, An Act relating to equipment lease-financing and
authorizing a master equipment lease-financing project.

SB 154 would authorize the Alaska State Building Authority to
finance and acquire equipment for lease to the state. The bill
would serve as the legislative approval required under AS
18.55.100 for ASBA to finance and acquire up to $40 million worth
of equipment, and the legislative approval required under AS
36.30.080 for the Department of Administration to enter into a
lease-financing agreement with ASBA for the equipment. (AS
18.55.100 requires legislative approval before ASBA can proceed
with any project; AS 36.30.080 requires legislative approval of
leases whose rent exceeds $1 million annually).

Individual lease-purchases from all state agencies would be
consolidated into one or more "master leases™. The advantage
would be a reduction in interest cost. According to DOA, the
average interest rate on state equipment leases as of July 1,
1987 was 13.86%. Interest on a master lease is expected to be

6-7%.

The refinancing of outstanding state equipment leases is
estimated to require issuance of $10 million 1in financing
obligations with annual rent of $2.85 million. The financing of
new equipment purchases in FY 90 would require issuance of up to
$30 million in financing obligations with annual rent of $8.75

million.
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SJR 3 LEGISLATIVE REPEAL OF REGULATIONS

TO TESTIFY
SENATOR COGHILL, SPONSOR (BRUCE GERAGHTY)

ART PETERSON, A.G.'S OFFICE

F.Y.I.

UNIFORM RULE 49(A)(C) SAYS CONCURRENT RESOLUTION DOES NOT NEED:

COMMITTEE REFERRAL
THREE READINGS
OR ANYTHING OTHER THAN MAIJORITY VOTE
SJIR 3 SPECIFICALLY REQUIRES 3 READINGS; NO MENTION OF COMMITTEE

REFERRAL.

THE FIRST PROPOSED AMENDMENT (1980) REQUIRED ONLY A MAIJORITY
VOTE, AND BECAME EFFECTIVE ON DATE OF PASSAGE. SJR 3 CALLS FOR

30-DAY DELAYED EFFECTIVE DATE.
THE SUPREME COURT CASE WAS STATE OF ALASKA V A.L.l1.V.E. VOLUNTARY

DEPT. LAW WILL TESTIFY AGAINST, AS ALWAYS.
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3/17/89
SJR 3 REPEAL OF REGULATIONS BY THE LEGISLATURE
TO TESTIFY
SENATOR COGHILL, SPONSOR (BRUCE GERAGHTY)
ART PETERSON. A.G. WILL NOT ATTEND
F.Y.I.
PAGE 1, LINE 16 WE CHANGED FROM "ADOPTION" TO "PASSAGE" — ART

PETERSON PROPOSED AND DICK BRADLEY AGREED.

BILL SAYS REPEAL EFFECTIVE 30 DAYS AFTER PASSAGE OF RESOLUTION.
PASSAGE ONLY OCCURS ONCE BOTH HOUSES HAVE ACTED, SO NO NEED TO
STATE SUCH IN THE BILL.
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Sen, Rick Uehling
Senate State Affairs Committee

MEMORANDUM

TO: Senate State Affairs Committee Members
FROM Senator Pat Pourchot, Chairman

RE: March 17 Committee Meeting

DATE March 17, 1989

Today at 1:30 p.m. in the Beltz Room the following bills will be
back before the State Affairs Committee:

SJR 3. Proposing an amendment to the Constitution of the State of
Alaska relating to repeal of regulations bv the legislature

A draft committee substitute providing for repeal of regulations
by ”~oint resolution rather than concurrent resolution 1is
attached. Because Uniform Rule 49 requires that a joint
resolution receive three readings and that its vote be recorded
in the journal, these requirements have been deleted from SJR 3.

SJR 5. Proposing amendments to the Constitution of the State of
Alaska amending provisions relating to the Alaska permanent fund;
establishing temporary provisions relating to dedicated funds,
the Alaska permanent fund, the expenditure limit, anc* the budget

stabilization fund

SJR 5 would constitutionally dedicate permanent fund earnings
(50% dividends, 30% inflation proofing, 20% budget stabilization
fund), establish an appropriation limit, provide for deposit of
revenues in excess of the appropriation limit (50% permanent
fund, 50% budget stabilization fund), and allow for expenditure
of up to 25% of the budget stabilization fund in years in which
revenues are less than the appropriation limit.

A draft committee substitute which deletes the $1.4 billion
appropriation limit specified in the original bill 1is attached.
Instead, annual appropriations would be limited to the level of
appropriations made in the preceding year with an adjustment for
inflation. Revenues within the spending limit that were not
appropriated would be deposited in the Permanent Fund.
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SJR 30, Relating to location of a job corps center within the
Matanuska-Susitna Borough

When SJR 30 was before the committee, questions arose regarding
the state"s financial obligation i1f Alaska should be chosen as
the site for a job corps center. The state"s application to the
federal government indicated that we would contribute $1 million
to capital costs of the center. The funding question will be
addressed by the bill sponsor at today"s meeting.

SB 170. An Act relating to state procurement

A draft committee substitute, which incorporates the following
two provisions discussed by the committee, 1is attached:

1 Authorization of the Alaska Railroad Corporation to
adopt procurement procedures based on the competitive
principles of the state procurement code but adapted to the

special needs of the corporation

2 Exemption from the procurement code for guest speakers
or performers for an educational or cultural activity

Six additional amendments are also attached:
1 Application of the Alaska business license
2 Abuse of the Alaska, bidders® preference by firms that

carry on limited business enterprises exclusively for the
purpose of taking advantage of the preference

3 Increase of the dollar threshhold for open competitive
bidding

4 Exemption for purchases made outside the U.S. for use
outside the U.S., and for contracts for hearing officers

5 Penalty for frivolous protest of a contract award

6 Definition of “State money"”

It is my hope that we could move all of these bills out of
committee today.
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SENATE STATE AFFAIRS, ANCHORAGE
CHAIR P.O. BOX 104836
ANCHORAGE, AK 99510
(W) (907) 561-7623
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Senator Pat Pourchot

(907) 465-3/.2
March 14, 1989

Mr. H. Blanas
P.0. Box 92397
Anchorage, Alaska 99509

Dear Mr. Blanas:

Thank you for your letter of March 7 expressing your
support for legislation by Representative Boucher involving
the elimination of administrative rules and regulations.

Apparently, you have been working with Representative

Boucher on this 1idea for legislation. When | contacted his
office, |1 was informed that this legislation was not yet
introduced. He 1s awaiting to hear from you regarding your

comments on the draft bill which was sent to you for review.

I will keep your comments in mind and look forward to
reviewing the bill once it is introduced in the House.

There is a measure in the Sena ates
to repealing regulations. A hearin e
Senate State Affairs Committee, whi isday.
For your review, | have enclosed a @m..

Enclosure



P. G. Bo:- 92397
Anchorage, Risska 99309

March 7., 1989.

Dear Senator Pourchot.

Rep. Boucher has introduced a bill whicn | believe needs
to be passed. The necessity to cut the State budget, due to
the uncertainty of revenue from unstable oil price"s, cannot
be achieved without Ffirst eliminating a good number of
administrative rules and regulations now in effect, which
have caused bureaucracy to mushroom.

while there may be others, the Administrative rules and
regulations with which | have experience are? PS 44.77 ed
sec. ano 2 PPG £5.010 et™ sec. These particular rules
originated for a.) non-competative purchase of materials, and
b.) extension of services beyond contract requirements of
sole? source (non-compet itive) contracts, wnich were very
common in early Statehood, but are seldom used today.

Through the years legislation has created other
procedures which have made the Administrative process
obsolete, for example settlement by Judicial decision or by
binding, impartial arbitration.

Despite the laws vesting constitutiona?2 powers to the
courts anr./or arbitration; laws such as PS 44.77 ei._ sec:,
and 2 PPG £5.010 et-. sea., remain or the books and take
precedence- 1in construction disputes (claims for materials
furnished and/or services rendered to the State as directed. %

Expedient solutions by arbitration or court action must
not be bogged down through bureaucratic rnanipul ation of the

admimstrat ive process.

In reality, to reduce the State budget it 1is necessary
to expunge archaic and inefficient statutes such as those
listed above, which cost the State more 1in personnel ant.
endless procecures than a decision of the court or that of an
impartial arbitrator. The el iruination of administrat ive
process would surely be met with strong opposition from the
Attorney General ™ Office and other State bureaucracy, those
who profit most from the process.
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ALASKA STATE LEGISLATURE

Sen. Pat Pourchot, Chairman

Sen. Jan Faiks, Vice Chairman

Sen. Al Adams P.0. Box V
Sen. Tim Kelly Juneau, AK 99811
Sen. Rick Uehling

907-465-3712

Senate State Affairs Committee
March 20, 1989

Jason M. Rampton, D.M.D.
9711 Takli Circle
Eagle River, Alaska 99577

Dear Jason:

Thank you for contacting me to express your support for
SJR 3, which would amend the state constitution to allow

legislative repeal of regulations.

I am happy to report that the Senate State Affairs
Committee, which 1 chair, approved SJR 3 on March 17. The
resolution now goes to the Judiciary Committee for their
consideration. I supported the bill in State Affairs Committee
and intend to vote for it when it reaches the Senate floor. With
15 of the 20 senators as co-sponsors, | am confident SJR 3 will
receive Senate approval. IT approved by the House as well, the
constitutional amendment would appear before the voters at the
1990 general election.

Jason, my experience is that regulations are not always
consistent with the intent of the law. I absolutely agree that
the addition of this provision to the constitution 1is essential
to ensure that policy continues to be set by the legislative
branch and properly implemented by the executive branch. Thanks

for your support.

S/finator Pat Pourchot
Chairman

PP/ss
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9711 Takli Circle
Eagle River, Al 99577
March 7, 1989

Senator Pat Pourchot
Box V
Juneau, AK 998"1

Dear Senator Pourchot:
I am writing this letter in support of a proposed amendment
to our State Constitution (see attachment). It would give

the legislature the ability to repeal administrative
regulat ion.

My concern 1is over the 1issue of licensure by credentials for

dentists. Several years ago legislation was passed allowing
qualified dentists to be licensed thru the credentials
process. But the State Board of Dental Examiners almost
immediately adopted an emergency regulation which
short-circuited this legislation. As a result many
extremely highly qualified dentists have been denied dental
licenses in the state. This 1is protectionism 1in the highest
degree. The State Board of Dental Examiners has adopted a

regulation which clearly violates the intent of the law.

I feel it is extremely important that this amendment be
added to our Conscitution as soon as possible.
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Alaska Permanent Fund
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NOTE
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Comporents: | Elections
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for printing and typesetting, and costs estimated to cover computer

program-ing requirements for vote

. Linda Edgeworth
Prepared by:
Division: _ Elect bns
by Commissioner: _

Agency: Division of Elections
Distribution (by preparer):

Legislative Finance

Legislative Sponsor

Requestor

Office of Managenent and Budget

Inpacted Agency(ies)

(Continued)

Phone: 4654611

Date: _

page. of



CONTINUATICN of FISCAL NOTE ANALYSIS

For Bill/Resolution No. SSJR 5

counting purposes. However, these costs are based on the
assumption that all candidates and 1issues will fit on three
ballot cards, which is the norm. It should be noted,
however that should the inclusion of this issue require a
4th ballot to be printed, the cost increase would have to be
calculated at 16 cents per ballot x approximately 320,000
voters. The total cost of printing the additional ballot
card would be $51.2.

Under these circumstances the fiscal note would be:

53.4



SENATE COMMITTEE REPORT

:OMMITTEE OF REFERRAL

Datfla oS: 5-DAY NOTICE
IN kcd)RDANCE WITH UNIFORM RULE 23

FURTHER JuDp
**FISCAL NOTE(S) MUST BE ATTACHED FIN

IN ACCORDANCE WITH AS 24.08.035
DATE TURNED INTO OFFICE

2/2/89
Mr. President:

STATE AFFAIRS Committee considered SSSJR 5

Proposing amendments to the Constitution of the State of Alaska amending
provisions relating to the Alaska permanent fund; establishing temporary

provisions relating to dedicated funds, the Alaska permanent fund, etc
and recommended:

y same title
[1 new title

replace with CS

[ 1] attached amendment(s) and

[ 1 letter of intent adopted
[ 1do pass
[ Jdo not pass
[ Jno recommendation
X individual recommendations
[ Jfurther referral to

FISCAL NOTE(S) attached [ 1 zero fiscal impact
[ 1 appropriation no FN attached [ 1 Gov. FN introduced w/ bill

OTHER RECOMMENDATIONS
7 N - 710

Chairman signature andrecommendation
[ 1 Committee backup attached



PFBILLS.TXT
PERMANENT FUND BILLS IN STATE AFFAIRS COMMITTEE 2/22/89

SSSJR 5 Constitutional amendment: 50/30/20. appropriation

limit, and budget stabilization fund CFAIKS)
Suspends Constitutional prohibition against dedicated funds to
allow dedication of PF earnings:

50% dividends
30% inflation proofing
20% budget stabilization fund

Suspends Constitutional appropriation limit. Establishes a 1996
limit of $1.4 billion; legislature to establish by law limits for

preceding years. Revenues in excess of limit:
50% deposit in PF
50% budget stabilization fund

Allows for expenditure of up to 25% of budget stabilization fund
in any year in which revenues are less than expenditure limit.
(FY 92 51.8, FY 93 106.0, FY 94 162.5, etc.)

NOTE: 1e have on file the following runs:

Status Quo (mid-case per Budget Summit)

40-30-30 (dividends-inflation-budget stabilization fund)

50-25-25

50-30-20 (SSSJR 5 - largest impact is on inflation proofing
which is halved; PFDs continue to grow but at a smaller
rate after the first few years; ensures a reserve,
which disappears under the status quo)

SJR 18 Constitutional amendment: use of income (HALFORD)
Incoitu shall be appropriated:

for dividends as provided by law

to the principal of the PF

administrative costs of the PF

other purposes if approved by voters

SB 69 Advisory vote: use of earnings reserve (FISCHER)
Distribute balance in earnings reserve account:

25% special dividend ($150m, $256 apiece)

25% to principal of PF ($150m)

50% general fund ($300m)
SB 79 Annual reductions in state budget levels (FAIKS)
Reduce: op*

6.5% FY 90 (by 144.8 - from 2228.1 to 2083.3)

6.5% FY 91  (by 135.4 - from 2083.3 to 1947.9)
Intent is that SJR 5 would receive voter approval 1in November

1990, and the 6.5% annual reductions would continue through 1996
to get us to the $1.4 billion level.



SJRSPOOP.TXT

SS SJR 5 AMENDMENTS TO THE CONSTITUTION RELATING TO THE
PERMANENT FUND, THE EXPENDITURE LIMIT, AND A BUDGET

STABILIZATION FUND

NOTIFIED

SENATOR FAIKS, SPONSOR  (CHERYL)
MARY HALLORAN, O.M.B.

JIM KELLY, PERMANENT FUND

LINDA EDGEWORTH, ELECTIONS

IRVIN JONES, DEPT. REVENUES (IF QUESTIONS ON DIVIDENDS)

F.Y.I.

ESTABLISHES BASIC SERVICES BUDGET LEVEL OF $1.4 MILLION FOR FY"
96. FAIKS® MEMO EXPLAINS RATIONALE (BASED ON OTHER STATES WITH
AN ADJUSTMENT FOR.ALASKA®S COST OF LIVING) - THE AMOUNT IS IN
TODAY"™S DOLL2&S. SHOULD IT BE INFLATION ADJUSTED FOR 6 YEARS

FROM NOW?

CONCEPT IS TO ALLOW EARNINGS RESERVE TO BE SPENT ON GENERAL
BUDGET NEEDS ~ IT"S CALLED T""BUDGET STABILIZATION"™ AND THE AMOUNT
THAT CAN BE SPENT EACH YEAR IS LIMITED, BUT SOME WILL BE SPENT TO
BALANCE THE BUDGET EACH YEAR AT LEAST THROUGH 1996.

PER FAIKS, WHEN CONSTITUTIONAL STUFF IS AUTOMATICALLY REPEALED IN
1996, THE BUDGET STABILIZATION FUND WILL BE AVAILABLE FOR
WHATEVER. THE BALANCE WILL BE OVER $1 BILLION. WHAT®"S THE POINT
OF ANOTHER SAVINGS ACCOUNT? WILL IT BE AS POLITICALLY HARD TO
SPEND AS THE EARNINGS RESERVE ACCOUNT IS NOW?

IT APPEARS THAT EVEN WITH BUDGET REDUCTIONS (FAIKS PROPOSED 6.5%
PER YEAR) AND THE BUDGET STABILIZATION FUND OUR BUDGET WILL NOT

BALANCE.

EFFECTS PER PERMANENT FUND CORP. VS STATUS QuUO:

REDUCED RATE OF GROWTH IN FUND PRINCIPAL (IN 1996, 13,064
MILLION VS. 14,962 MILLION).

IN TURN, LESS INCOME (IN 1996, 1,225 MILLION VS. 1,335
MILLION) AND SMALLER INFLATION-PROOFING TRANSFERS (IN
1996, 368 MILLION VS. 720 MILLION).

DIVIDENDS WOULD BE LARGER FOR FIRST 3 YEARS AND THEREAFTER
WOULD ALWAYS BE SMALLER (IN 1996, $938.08 VS. $951.40)
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SJR 5 AMENDMENTS TO THE CONSTITUTION RELATING TO THE
PERMANENT FUND, EXPENDITURE LIMIT, AND BUDGET
STABILIZATION FUND

NOTIFIED

SENATOR FAIKS, SPONSOR (CHERYL)

MARY HALLORAN/JACK FARGNOLI, O.M.B.

F.Y. L.

COMMITTEE SUBSTITUTE:

DELETE $1.4 BILLION APPROPRIATION LIMIT; [INSTEAD, LIMIT 1S
PRIOR YEAR"S LEVEL ADJUSTED FOR INFLATION

EXPENDITURE LIMIT CAN BE OVERRIDDEN WITH 2/3 VOTE OF EACH
HOUSE (ORIGINAL PROPOSAL WAS 3/4)

REVENUES WITHIN EXPENDITURE LIMIT THAT AREN'T
APPROPRIATED GO TO THE PERMANENT FUND

O.M.B. CONCERNED ABOUT LANGUAGE IN SECTION 1: ™TRUST"™ AND
"PRUDENT INVESTOR RULE"™. PER JIM KELLY, DAVE ROSE REQUESTED THIS

LANGUAGE - PERMANENT FUND BOARD HASN®T TAKEN A POSITION ON IT.

SB 79 WAS FAIKS" COMPANION BILL THAT SET IN STATUTE ANNUAL BUDGET
REDUCTIONS. C.S. MAKES IT MOOT.



Alaska Matc tGegislatare

JUDICIARY
CHAIRMAN
907-465-4523

g™nate

Distribution of Permanent Fund Earnings
and

Expenditure Reduction Plan

TIMEFRAME

FY Dand FY 9 ImRIemen‘atlon throu gh statute chang
November, 1990 General Election for onstltut|onal mendment
Jul %01991 Effective Date for ansﬂtutlonal rovisions
June 30,199% Constitutional Amendment sunsets

Distribution of Permanent Fund Earnings

—Provides for distribytion of Permanent Fund Earnings:

oto D|V|den S
A6to Redeposit in Principal of the Fund for inflation proofing

20%to Budget Stabilization Fund
Basic Services Budget Level

— Estabhshes a Basic Services Budget level of $L4illion which will be
achieved by FY %

Expenditure Reduction Plan

- Statute specifies there WI|| be a 65% reductlon In unrestricted general

fund expendl tu esinF on voter approval of
onst| ut|ona am ndment ﬂe Leglslatt?re wou?d e%Pabhs ercent

re uctl h|eh WI necessa (50 achieve he Basic Services B
leve| 0 %]h4b lon. etarget uctions W|Ibecome the Expen ure

Limit fo at |sca year.

OUT OF SESSION
3111 C STREET ~ ANCHORAGE. ALASKA 99503  907-561-7610



—Expenditure Limit can be exceeded by:
JAvote of each House
XOterro aﬂg{%\ﬁas to meet a state natural disaster
—Reve upes \F/)VhICh exceed_the Expenditure Limit, shall be distributed:
K% to Permanent Fund .
50%to Budget Stabilization Fund

Budget Stabilization Fund

—Establishes the Budget Stabilization Fund which will consist of revenues in
EXCess of_llixpendnure Limit, When revenues are less than the xpenddture
Limit's ceiling, up to 25% 0t the Budget Stabilization Fund can be use

Qnst Provision
All provisions of the Constitutil%nﬂ! amendment would synset aé the end of

Fiscal Year 1996 Voters would then have t_eoPportunléy to determine
disposition of the balance in the Budget Stabilization Fund

The. .Result
If FY 89is the baSﬁ }ée\a(lr and if there is a 6,5% reductjon each fiSC%| year

from FY 9 throu 9, by the end of FY 96, the balance in the
Budget Sgibmza |0P Fund_ woulg he ov%r billion, Bey FY 9%, the
SAtﬁtcf Becbauusget would coincide. with the level of projectéd revenues.

of the sugset 0ro mgg ﬁ@}!aéﬁﬁﬂs' would have the %) oar}'gnlty {0

|
determine how tne Budget StaY) Fund Is spent, such as
funding of education or"nearly the state's entire budget.
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Alaska £>iate legislature

JUDICIARY JAN FAIKS
CHAIRMAN POST OFFICE BOX V

907-465-4523 JUNEAU. ALASKA 99811

Senate

"ERP" and "50-30-20"

Sponsor - Substi tut]e for Senate Joi t Resolution. 5.1s a Conshtatlonal

engment which_will amend Aaskas constitution to Prow e for
the distribution of Permanent Fund earnings and establish a means
of. reducing the state’s expenditures.

SS SJR 5 will:

e Provide a mechanism to allow Alaskans. to have a role in
deciding the use of Permanent Fund earnings;

e Establish an Ex enditure Limit to be a%h|eved throug Bn
Expenaiture Reduct on Plan % wh|c he state ¢an Degin
to reditce state spendlnﬁ ?]o % state will achleve
a level of spending which, Dbase on prolecte state revenues,

could be supported;

o Estabhsh the Bud et Stabilization Fund which will con5|st of
20% of each ears ermanent] Fund earnings and

revenues exce dmg that which can be spent under the

Expenditure Limit.” The other 50% in excess revenues will be

deposited In the Permanent Fund;

e Sunset | s0 Alaskans can declde If the amendment’s
Provmons so continue and ?we askans the opportumty
0 decide what to do with the balance In the Budoet
Stabjlization Fund wnen It sunsets.  Based on projected
earnings and revenues, the Fund would grow to over & hillion.

Why ERP?

OUT OF SESSION
3111 C STREET ~ ANCHORAGE, ALASKA 99503  907-561-7610



Revenue projections show a dramatic decline for future years. In
five years, projected revenues show a 39% drop when compared to
the. current year's level of spending. In ten years, revenues show a
projected drop of 4/%

Alaska’s ger capita_spending of $7A07 is pearly five times the
n?uonal verage._ It'1s fimes that of It ,neri\rest rval, the state

% opiaan e cmeaes (e Tatond Avage of-
e pe’%,(ﬂg PG P g

0
)

In the last three fiscal gears, appropriations for the operating and
caﬁjtal budgets, have ex %eded rOJecteg revenues_? over $L5
piffion. ~ Oe Pme funds have been” used to artificially pro Tp the
state's level of spending. With these one-time sourCes n agny
exhausted, It Is now nécessary to take steps to Implement

h
Expenditure Reduction Plan In order to, attain a level of spendin
whﬁ)ctq l]as a reqanongup to state prOJectee‘ revenues. Peneing

Basic Services Budget

SS SIR 5 establishes a Basic Services Budget level of $14 billion to be
achieved by FY %o g i

The amount is based on the following:

If the State of Alaska spent the U. S. per capita amount of $1,55008,
plus  16% for cost-gf-living differences, the state's 1985 expenditures
Wwould have heen 44,485,920 (Ithese numbers are from the 198
198 "The Book of the St?tes" f tt]e S‘ate of Alaska had sPenJ the
U.S. per capita average of stdte and local governments combine
Alﬁka's tota! Expenditure would have been %L}S]EB&%BSCD
Aad_ 16% cost-of-living adjustment and Alaska would "have spent
$1,801,8/2,660.

Although sta}e overnm%nt In Alaska émfounts for a higher
Propo lon of total combined state and local governmerit sloendmg
han any other state, It does not carry the enfire state-loca
expenditure burcen.  In 1986 the state was responsible for 685%

=P




usting the $L8 hillion b 6850/ a_"Basic erwces Budget" for
?Aska |gn would havg 234, In todgys dollars,

een

assuming a . 1% In reas ?1 t Ve rnment since
Basqé ervice 0Bu et ev wouésb $% B 711,049 This I tﬁe
basis for the 4b lion ERP target.

How ERP Would Work

The Constitutional amendment would go before voters in November,
It a pproved FY 92 woulv(y B ﬁ’e f|brst f|scaI year tow |cw its’

Prowémns would ag y fonjunc lon Wlt S SIR'5, | have also
ntroduced Senate Bil 79 also “pendiin our committee,  ThiS
le g|slat|on requires a 6 T uGtion | dmg for FY 9 and a
from the current year's Ieve of spend |n

The Result

|f FY & is the baseggear and 20% of 1989 Permanent Fund earnings

eposited In a Bydoet Stabilization Fund or reserve account,
Zj}rtherg |s a 65% reau gtlon IN expenaitures eUach ﬁsca ear ?rom FY

trou%un %, the balance Pn thT tabl Ization Fund

when it fets on June ) ? 3 . This
gm unt WO%Jd be near&y enouﬁ to forwar fund th State's egtlre
udget or forward fund” certain elements such as education and the

University.



Senator Jan Faiks - December, 1983



Revenues -Urestrictsd Gaeral Funds

U Low Case
Million™ O Mid Case
High Case

Fiscal Year

FY81 -FY 83based on actuals
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Senate

Sectional Analysis

SPonsor Substitute
Senate Joint Resolution 5

Proposing amendments to the Constitution of the State
of Alaska amending provisions relating to the Alaska
Permanent Fund; establlshln%\ temporary ~ provisions relating
to dedicated funds laska permanent fund; the
expenditure limit, and the budget stab|I|zat|on fund and
suspending the operation of provmons relating to
dedicated funds, the Alaska permanent fund, and the

appropriation  limit

St 1
A Cnaends the Alaska Permanent Fund section of the Constitution by

Ing:

"The fund is e?]tabhshed as g trust on behalf of all the
presidents of the State and its principal shall be invested
|n accordance with the prudent’ investor rule"

This s, the .current philosophy of the Fund's investments as
established |n statuteP B IOr¥1end|n the Constitution, It ensures that

h
5%%%%?13 Investment policies will always be quided by this

Section 2
Amends the Constitution by adding the following new sections:

OUT OF SESSION
3111 C STREET ~ ANCHORAGE, ALASKA 99503  907-561-7610



Section 22 DEDICATED FUNDS.
a)  Suspends. current constitutional provisions from Jul 1991 -
Qe mp o p y 1

Allows dedc tion of funds to the Permanent Fund, dedjcation of
@ earn*ngs an 3|cat|on to the Budget Sta rHzatﬁjon Funol

Section 30 ALASKA PERMANENT FUND.
a)  Suspends_ current constitutional provisions from Jul 191 -
StPne pl% P y 1

raing the percentage of royalties %omg into the Permanent Fund

t that It eIetes the foIIowmg sentencg:  "All income from the
anent fund shall be deposited In the general fund unless

ot eW|se erowded oy law"." It also adds the new language regarding

prudent investor rule”as specified in Section 1

82 Prmgdes theﬁ the income from the Permanent Fund shall be
tributed as follows:

oto pe used for dividends;
IPhto be added back into the Ennupal
20%t0 the Budget Stabilization Fund

Section 3L EXPENDITURE LIMIT.

a) Suspends the current Constitutional Appropriation Limit from
ﬂ R%lthroug June 3, 190 Prey

)  Establishes an Ex%lndnure L|m|t requiring that by FY %, state

ropriatjons will 4 hillion, nnin teFYSQbue
ﬂﬁ) pq?s[lature 1S re%uwed bﬁ/ aw to%stablgsh t? rPendn e I_O!?nt
eacn fiscal year O thatthe FY 96 budget level can beachieved.

Excluded from the Expendityre Limit are;
Appropriations to the Permanent Fund and dividends;

Approprijatjons to the Buclget fta ilization Fund:
ABBI‘OBI‘I&UOHS tomeet anatural dlisaster

Revenue bond proceeds

% This section 15 the same as the current constitutional provision
refa



e Money received from a non-State sources in trust

(%) The Expendityre Limit can be exceeded by a three-fourths vote
of each House or oy voter approval.  If expenditures taken fo the
voters are for capital (ﬁ)r%eqts voters shall be informed of the
projects’ operating and maintenance” costs.

S(EI? 50% of th(? rernues above_ the Expenditure Limit and which are
i amoropnate shall De . e;%osned In the Eﬁrmanent Fund and the
remaining  50% deposited in the Budget Stapilization Fund.

Section 32 BUDGET STABILIZATION FUND.

@ Section applies July 1, 1991 through June 30, 19%

(0) Provides for _delg)osit of Permanent Fund earnin%s and S0% of
rebenues not,avaﬁ% le fcir appropriation Into th? CVdget Stabilization
Fund.  Permits additional appropriations to the fund.

© The Fund shall be invested and its earnings retained.

d) If revenues in a fiscal year are less than the Jevel of

appropriation permitted under the Expenditure Limit_for that vear,
HEe%OpZS% of |[t)henlaaﬁance of the BuEﬂ { Stabﬁ?za!ﬁon Fund can ke

not to exceed that year's Expenditure Limit.

8) . Provides for additional appropriations above the Expenditure
I9mt fo meet a state disaster %%c? rea Y tﬁe Governor. d

Section 33 REPEAL.
Repeals all but Section 1on July 1, 1996

Provides that tt]ese amendments shall be placed before the voters at
the next general election.



Alaska Permanent Fund Corporation
P.0. Box 4-1000 Juneau, Alaska 99802-4100

(907) 465-2047 Telecopy (907) 586-2057

MEMORANDUM

SATE: February 2, 1989

TO: Senator Jan Faiks
Chair, Senate Judiciary Committee

FROM: Jim Kelly
Research & Liaison Officer

SUBJECT: Analysis of Variations of SJR 5

Attached are seven financial projections prepared by the Alaska
Permanent Fund Corporation at your request.

Financial Projection #1: This is the status quo case as of
December 31, 1988 - but using the Mid Case Department of Revenue
population and revenue forecasts, including the revenue consensus
numbers agreed upon by the Budget Summit for fiscal years 1989-90.
It provides the Mid Case benchmark against which to compare and
contrast any changes to current law.

Financial Projection #2: This projection depicts the Mid Case
impacts of passage of SJR 5, but with one change from the proposed
legislation: capital gains would be treated no differently than any
other net income. Otherwise, 1t makes this change to the status
qguo Tfor fiscal years 1992 - 1996: (1) on June 30 of each year, all
net income would be distributed 40% to dividends, 30% to principal
to help offset inflation, and 30% to the BudPet Stabilization Fund.

You will notice there is a column added to depict the total
cumulative fiscal year-end balance of the Budget Stabilization

Fund, and another to depict 25% of that balance. It is the
Corporation®s understanding that the latter column reflects the
amounts available for appropriation when revenues are less than the
"expenditure limit" level allowed under SJR 5

Summary Analysis of Impact: Compared to the Mid Case status quo,
adoption of the above changes would cause a reduced rate of growth
in Fund principal. The smaller principal would, 1in turn, produce
less income and smaller inflation-proofing transfers. The
distributions to the Budget Stabilization Fund, of course, would be

larger.



Senator Jan Faiks
February 2, 1989
Page 2

The dividend distributions and per capita dividends would continue

to grow larger under the proposed changes, although at a reduced
level compared to the status quo. For example in FY 92, the first

year in which the proposed changes would be implemented, per capita

gividends would be reduced from $770.21 under the status quo to
679.14

Financial Projection #2A: This projection is identical to #2
above, except it assumes the changes would continue through the
year 2005.

Financial Projection #3: This is identical to #2 above, except it
would distribute net income 50% to dividends, 25% to inflation-
proofing, and 25% to the Budget Stabilization Fund.

Summary Analysis of Impact: Compared to the Mid Case status quo,
adoption of the above changes would also cause a reduced rate of
growth in Fund principal. (The reduction in #3 1is greater than 1in
#2 because of the lower inflation-proofing transfers.) The smaller
principal would, 1in turn, produce less income and smaller
distributions to the Budget Stabilization Fund than #2.

The dividend distributions and per capita dividends would be larger
than the status quo for the first three years of the new program,
and thereafter would always be smaller than the status quo. For
example in FY 92, the Tfirst year in which the proposed changes
would be implemented, per capita dividends would be increased from
$770.21 under the status quo to $856.04.

For your information, according to the status quo dividend formula,
dividends are projected to equal the following percentages of
annual net income:

* 56% in FY 89 45% in FY 93
* 58% in FY 90 46% 1n FY 94
* 48% in FY 91 46% In FY 95
* 45% in FY 92 47% in FY 96

The high rates in 89 and 90 are due to the impact of the billion
dollar-plus earnings years of 86 and 87 on the five-year
"averaging"” computation in the current formula.

Financial Projection #3A: This projection is identical to #3
above, except it assumes the changes would continue through the

year 2005.

Financial Projection #4: This is identical to #2 above, except it
would distribute net income 50% to dividends, 30% to inflation-
proofing, and 20% to the Budget Stabilization Fund.

Summary Analysis of Impact: Compared to the Mid Case status quo,
adoption of the above changes would have the same effect on the



growth in Fund principal, the production of net income and the
amounts of future inflation-proofing transfers as #2. The
distributions to the Budget Stabilization Fund would be the
smallest of any of the scenarios, except, of course, the status

quo.

Like #3, the dividend distributions and per capita dividends would
be larger than the status quo for the first three years of the new
program, and thereafter would always be smaller than the status
quo.

Financial Projection #4A: This projection is identical to #4
above, except it assumes the changes would continue through the

year 2005.

COMPARISON OF MID-CASE STATUS QUO AND PROJECTION #2

1. How would the proposed changes affect the growth of Fund
principal?

Status Quo Changes Difference
June 30, 1989: 9,120 9,120 -0-
June 30, 1996: 14,962 13,064 (1,898)

2. How would they affect the level of Fund net income produced in
the future?

Status Quo Changes Difference
Fiscal 1989: 818 818 -0-
Fiscal 1996: 1,335 1,225 (HO)

i
3. How would they affect total dividend distributions (in
millions), and the amounts of annual per capita dividends?

Dividend Distributions

Status Quo Changes Difference
June 30, 1989: 457 457 -0-
June 30, 1996: 621 490 (131)

Per Capita Dividend Payments

Status Quo Changes Difference
Calendar 1989: $800.60 $800.60 -0-
Calendar 1996: 951.40 743.79 (207.61)
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4. How would they affect inflation-proofing transfers?

Status Quo Changes Difference
June 30, 1989: 351 351 -0-
June 30, 1996: 720 368 (352)

5. How would they affect amounts available for distribution to the
Budget Stabilization Fund?

Status Quo Changes Difference
June 30, 1989: -0- -0- -0-
June 30, 1996: -0- 368 368

COMPARISON OF MID-CASE STATUS QUO AND PROJECTION #3

1. How would the proposed changes affect the growth of Fund
principal?

Status Quo Changes Difference
June 30, 1989: 9,120 9,120 -0-
june 30, 1996: 14,962 12,769 (2,193)

2. How would they affect the level of Fund net income produced in
the future?

Status Quo Changes Difference
Fiscal 1989: 818 818 -0-
Fiscal 1996: 1,335 1,204 (131)

3. How would they affect total dividend distributions (in
millions), and the amounts of annual per capita dividends?

Dividend Distributions

Status Quo Changes Difference
June 30, 1989: 457 457 -0-
June 30, 1996: 621 602 (19)

Per Capita Dividend Payments

Status Quo Changes Difference

Calendar 1989: $800.60 $800.60 -0-
Calendar 1996: 951.40 920.95 (30.45)
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4. How would they affect inflation-proofing transfers?

Status Quo Changes Difference
June 30, 1989: 351 351 -0-
June 30, 1996: 720 301 (419)

5. How would they affect amounts available for distribution to the
Budget® Stabilization Fund?

Status Quo Changes Difference
June 30, 1989: -0- -0- -0-
June 30, 1996: -0- 301 301

COMPARISON OF MID-CASE STATUS QUO AND PROJECTION #4

1. How would the proposed changes affect the growth of Fund
principal?

Status Quo Changes Difference
June 30, 1989: 9,120 9,120 -0-
June 30, 1996: 14,962 13,064 (1,898)

2. How would they affect the level of Fund net income produced in
the future?

Status Quo Changes Difference
Fiscal 1989: 818 818 -0-
Fiscal 1996: 1,335 1,225 (110)

3. How would they affect total dividend distributions (in
millions), and the amounts of annual per capita dividends?

Dividend Distributions

Status Quo Changes Difference
June 30, 1989 457 457 -0-
June 30, 1996: 621 613 (®)

Per Capita Dividend Payments

Status Quo Changes Difference

Calendar 1989 $800.60 $800.60 -0-
Calendar 1996 951.40 938.08 (13.32)
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4. How would they affect inflation-proofing transfers?

Status Quo Changes Difference
June 30, 1989: 351 351 -0-
June 30, 1996: 720 368 (352)

5. How would they affect amounts available for distribution to the
Budget Stabilization Fund?

Status Quo Changes Difference
June 30, 1989: -0- -0- -0-
June 30, 1996: -0- 245 245

For Your Information: These projections are based on a certain set
of basic assumptions; the numbers shown on these sheets would
change if different assumptions were uged. The assumptions used in
the preparation of each projection are listed at the bottom of each
projection sheet, and explained herein.

It is the Corporation®s policy to use conservative assumptions
wherever possible. Thus, the Fund®"s long-term rate of return 1is
projected to average 3% per year after inflation; Jlong-term
inflation is projected to average 6% per year; and the assumptions
for numbers of future dividend recipients and amounts of future
dedicated State oil revenues are taken from the Department of
Revenue®s most recent "low case™ forecast.

PLEASE NOTE THAT THE CORPORATION NEITHER SUPPORTS NOR OPPOSES ANY
PROPOSED CHANGES TO THE CURRENT USE OF FUND EARNINGS, EXCEPT AS
THEY MAY RELATE TO THE PROPER EXERCISE OF THE TRUSTEES®" FIDUCIARY
RESPONSIBILITIES AS REQUIRED UNDER THE PRUDENT INVESTOR RULE.
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A laska State L egislature

Sen. Pat Pourchot, Chairman 5 0. Box \
i i i State Capitol

Sen. Jan Faika, Vice Chairman

Sen. A1 Adams Juneau, Alaska 69811

Sen. Tim Kelly 071053712

Sen, Rick Uehling
Senate State Affairs Committee

MEMORANDUM

TO: Senate State Affairs Committee Members
FROM: Senator Pat Pourchot, Chairman

RE March 17 Committee .Meeting

DATE March 17, 1989

Today at 1:30 p.m. in the Beltz Room the following bills will be
back before the State Affairs Committee:

SJR 3, Proposing an amendment to the Constitution of the State of
Alaska relating to repeal of regulations by the legislature

A draft committee substitute providing for repeal of regulations
by joint resolution rather than concurrent resolution is
attached. Because Uniform Rule 49 requires that a joint
resolution receive three readings and that its vote be recorded
in the journal, these requirements have been deleted from SJR 3.

SJR 5. Proposing amendments to the Constitution of the State of
Alaska amending provisions relating to the Alaska permanent fund;
establishing temporary provisions relating to dedicated funds,
the Alaska permanent fund, the expenditure limit, and the budget
stabilization fund

SJR 5 would constitutionally dedicate permanent fund earnings
(50% dividands, 30% inflation proofing, 20% budget stabilization
fund), establish an appropriation limit, provide for deposit of
revenues in excess of the appropriation limit (50% permanent
fund, 50% budget stabilization fund), and allow for expenditure
of up to 25% of the budget stabilization fund in years in which
revenues are less than the appropriation limit.

A draft committee substitute which deletes the $1.4 billion
appropriation limit specified in the original bill 1is attached.
Instead, annual appropriations would be limited to the level of
appropriations made in the preceding year with an adjustment for
inflation. Revenues within the spending limit that were not
appropriated would be deposited in the Permanent Fund.
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March 17, 1989

SJR 30, Relating to location of a job corps center within the
Matanuska-Susitna Borough

When SJR 30 was before the committee, questions arose regarding
the state"s financial obligation if Alaska should be chosen as

the site for a job corps center. The state"s application to the
federal government indicated that we would contribute $1 million
to capital costs of the center. The funding question will be

addressed by the bill sponsor at today"s meeting.

SB 170. An Act relating to state procurement

A draft committee substitute, which incorporates the following
two provisions discussed by the committee, is attached:

1 Authorization of the Alaska Railroad Corporation to
adopt procurement procedures based on the competitive
principles of the state procurement code but adapted to the

special needs of the corporation

2 Exemption from the procurement code for guest speakers
or performers for an educational or cultural activity

Six additional amendments are also attached:
1 Application of the Alaska business license
2 Abuse of the Alaska bidders®™ preference by firms that

carry on limited business enterprises exclusively for the
purpose of taking advantage of the preference

3 Increase of the dollar threshhold for open competitive
bidding

4 Exemption for purchases made outside the U.S. for wuse
outside the U.S., and for contracts for hearing officers

5 Penalty for frivolous protest of a contract award

6 Definition of "state money™

It is my hope that we could move all of these bills out of
committee today.



remianeniruna tamings and Balance - SJR 5 Scenarios

PF Year End Balance
FY StatusQuo 0PN 0-BHS5 DIPD
% N340 110130 10910 110130
B 122060 11500 114020 115090
A 131190 120180 11820 120180
B 140800 12550 123060 125350
% 149620 130640 127600 13040

Based on mid-case projections by Department of Revenue - Senator Jan Faiks 2/3/89



Permanent Fund Earnings and Balance - SIR 5 Scenarios

Net Income
FY StatusQuo 40-30-0 DBHS5 DD
QR 10370 10870 10370 10370
B 110/0 10820 10/B80 10820
A 11800 11290 11190 11290
b 1260 11770 11610 11770
9% 1360 1250 1240 1250

Based on mid-case projections by Department of Revenue - Senator Jan Faiks 2/3/89



Permanent Fund Earnings and Balance - SJR 5 Scenarios

Dividends
Status Quo  40-0-0 5055 DD

4630 4150 5190 5190
400 4330 5390 10
23/.0 4520 2000 2000
2330 4710 010 2080
6210 400 6020 6130

T
<<

SHRBS

Based on mid-case projections by Department of Revenue - Senator Jan Faiks 2/3/89



Permanent Fund Earnings and Balance - SJR 5 Scenarios

Per Capita Distribution
SatusQuo  40-30-0 D55 DDA

/08 6914 36 M
860 6B0 829 IBbd
A% 84E8 KIS
W77 1806 B P8I/
B140 7430 90%B BB

-1
<<

RERRSIS
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Ry

Based on mid-case projections by Department of Revenue - Senator Jan Faiks 2/3/89



Permanent Fund Earnings and Balance - SJR 5 Scenarios

r Inflation Proofing

StatusQuo 000D DHDS NI

6420 3110
G910 A0
7430 3390
7970 3630
7200 380

-1
<<

SHERBSK
e
:

Based on mid-case projections by Department of Revenue - Senator Jan Faiks 2/3/89



Permanent Fund Earnings and Balance - SJIR 5 Scenarios

Earnings Reserve/Budget Stabilization Fund

FY  StatusQuo 40-0-0 055 00D

R 3130 3110 2590 2070
B 2300 350 2600 2170
A 1300 3390 2800 2260
23] 6.0 3630 2900 2350
% 6 380 3010 2450

Based on mid-case projections by Department of Revenue - Senator Jan Faiks 2/3/89
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Permanent Fund Earnings and Balance - SJR 5 Scenarios

Budget Stab Fund Accumulated Balance*

SatusQuo 40-0-0D 2N DS B DBD h

3110 718 2590 048 2070
6360 1500 2290 1323 4240
9750 2438 8190 202.3 6500
1,3280 320 10390 2148 850
1,690 4238 14000 30 11300

*Not reflected Is Fund's interest earnings, “extra” revenues above Expenditure Limit

Based on mid-case projections by Department of Revenue -Senator Jan Faiks 2/3/80

218
1060
1625
2213
2825
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Permanent
Fund

public corporation of the State or a political sub-
division, when the only security_is the revenues of
the enterprise or corporation. The restrictions do
not apply to indebtedness to he paid from special
assessments on the henefited propert?;, nordo they
apply to refunding indebtedness of the State or ifs
political subdivisions.

SECTION 12. The governor shall submit to the
legislature, at a time fixed by law, a bud%et for the
next fiscal year setting forth™ all Propose expendi-
tures and anticipated income of all departments,
offices, and agencies of the State. The governor, at
the same time, shall submit adgeneral appropriation
bill to authorize the proposed expenditures, and a
bill or bills covering recommendations in the bud-
get for new or additional revenues.

SECTION 13. No maoney shall be withdrawn
from the treasurg except in accordance with appro-
priations made by law. No obligation for the pay-
ment of money shall be incurred except as autho-
rized bY law. Unobligated ap(frorprjanons outstand-
ing at the end of the period of time specified by
law shall be void.

SECTION 14. The legislature shall appoint an
auditor to serve at its pleasure. He shall be a certifi-
ed public accountant. The auditor shall conduct
Post-audns as prescribed by law and shall report
0 the legislature and to the governor.

SECTION 15. At least twentYTﬂve per cent of
all mineral lease rentals, royalties, royalty sale
proceeds, federal mineral revenue sharm% foay-
ments and honuses received by the State shall be
placed in a permanent fund, the principal of which
shall be used on,l?/, for those Income-producing
investments specifically designated by law as
eligible for permanent fund investments. All

income from the permanent fund shall be deposit-
gd Iin/the general fund unless otherwise proviced
y lav/.

(The addition of this xction was approved by the voters oftli
state November 2. 1976 and became effective Feburary 21, 1917:

j]
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Sec. 37.13.010. Alaska permanent fund, (a) Under art. IX, § 15
of the state constitution, there is established as a separate fund the
Alaska permanent fund. The Alaska permanent fund consists of

(1) 25 percent of all mineral lease rentals, royalties, royalty sale
proceeds, net profit shures under AS 38.05.180(f) and fg), and federal
mineral revenue sharing payments received by the state from mineral
leases issued on or before December 1, 1979, and 25 percent of all
bonuses received by the state from mineral leases issued on or before
Februury 15, 1980;

(2) 50 pei"ent of all mineral lease rentals, royalties, royalty sule
proceeds, net profit shares under AS 38.05.A80(f) and (g), and federal
mineral revenue sharing payments received by the state from mineral
lenses issued after December 1, 1979, and 50 percent of all bonuses
received by the stute from mineral leases issued after February 15,
1980;

(3) any other mone; appropriated to or otherwise allocated by law
to the Alaska permanent fund.

(b) Payments due the Alaska permanent fund under (a) of this sec-
tion shall be made to the fund once each month.

(c) The Alaska permanent fund shall be managed by the Alaska
Permunent Fund Corporation established in this chapter. *3 5 ch 18

SLA 1980)
..[ .1‘ 'Z\Hﬁezkﬁl Joint Supplermrr[Al\b T

ot . LETNIONS

ItVH -fuWw A

§ 3713020 Public Finance 53713050

Sec. 37.13.020. Findings. The people of the slate, hy constitu-
tional umendment, have required the placement of ut least 25 percent
of all mineral lease rentals, royalties, royalty sale proceeds, and fed-
erul mineral revenue shuring payments and bonuses received hy the
state into n permanent fund. The legislature finds with respect to the*
Alaska Permunent Fund Corporation that

(1) the corporation should provide a means of conserving a portion
of the state's revenue from mineral resource., to benefit all genera-

tions of Alaskans;
(2) the corporation's goal should he to maintain safely of principal

while maximizing total return;

(3) the corporation should be used as a savings device managed to
allow the maximum use of disposable income from the corporation for
purposes designated by law. (8 5 cl) 18 SLA 1980)

Sec. 37.13.030. Purpose. It is the purpose of this chapter to pro-
vide a mechanise, for the management und investment of those per-
manent fund assets allocated to the Alaska Permanent Fund Corpora-
tion in u manner consistent with the findings in AS 37.13.020. (S 5ch

18 SLA 1980)

Sec. 37.13.040. Alaska Permanent Fund Corporation. There is
established the Alaska Permanent Fund Corporation. The corporation
is a public corporation and government instrumentality in the Depart-
mentofRevenue managed by the board of trustees. The purpose of the
board is to manage and invest the assets of the corporation in accor-
dance with this chapter. (§ 5 ch 18 SLA 1980)

Sec. 37.13.050. Composition und quulificntions of hoard of
trustees, (a) The Board of Trustees of the Alaska Permanent Fund
Corporation consists ofsix members appointed by the governor. Two of
the members must be heads of principal departments of state govern-
ment, one of whom shall be the commissioner of revenue. Four mem-
bers shnll be appointed by the governor from the public and may nol
hold any other state or federal office, position or employment, either
elective or appointive, except ns a member of the armed forces of
either the United Stales or of this state.

(b) The four public members of the hoard must have recognized
competence and wide experience in finance, investments, or other
business management-reluted fields.

(c) The board shall annually elect a chairman from among its mem-
bers. (§ 5 ch 18 SLA 1980; am § 1 ch 81 SLA 19821



§43.23.045

cedures or remedies available for collec-
tion of taxes under this title to recover the
payment of a permanent fund dividend
that was improperly made. A notice of an
improperly paid dividend must he sent to
the individual within 10 years after the
improper payment. If notice is not sent
within the 10-year period, proceedings

Alaska Statutes Supplement

S 43.23.055

nuity account, the commissioner may, af—
ter notice and opportunity for hearing, di—
rect the commissioner of administration
to debit the individual § annuity account
for the amount wrongly credited. If the
credit is the fault of the individual, the
debitmust be made within 10 years. Ifthe
credit is the fault of the state, the debt

may not be commenced in court for recov-
ery of the improper payment.

“(c) If the commissioner determines that
a permanent fund dividend should not
have been credited to an individual’s an-

must be made within three years.””

Effect of amendments. - The 1988
amendment, effective January 1, 1989,
added subsection (©).

Sec. 43.23.045. Dividend fund, (@) The dividend fund is estab-
lished as a separate fund in the state treasury. The dividend fund
shall be administered by the commissioner and shall be invested by
the commissioner in the same manner as provided in AS 37.10.070.

( Notwithstanding any contrary provision of law, each year the
commissioner shall transfer to the dividend fund 50 percent of the
income of the Alaska permanent fund earned during the fiscal year
ending on June 30 of the current year and available for distribution.

(© [Repealed, § 24 ch 99 SLA 19851

(@ Unless specified otherwise in an appropriation act, the unex-
pended and v lobligated balance of an appropriation to implement this
chapter lapses into the dividend fund on June 30 of the fiscal year for
which the appropriation was made and shall be used in determining
the amount of and paying the subsequent year’s dividend as provided
in AS 43.23.025(1)(B). (8 1ch 102SLA 1982, am § 24 ch 99 SLA 1985,
am § 3 ch 57 SLA 1937)

Effect of amendments. — The 1985 The 1987 amendment, added subsection

amendment repealed subsection (c).

NOTES TO DECISIONS

Stated in Alaska Oil Co. v. Alaska, 45
Bankr. 358 (D. Alaska 1985).

Sec. 43.23.055. Duties of the department. The department shall

(D) annually pay permanent fund dividends from the dividend fund,

(2 adopt regulations under the Administrative Procedure Act (AS
44,62) that establish procedures and time limits for claiming a perma-
nent fund dividend; the department shall set the time limit for appli-
cations for permanent fund dividends so that the number of eligible
applicants is determined by October 1 of the year for which the divi-
dend is declared and permanent fund dividends for a year are paid
before April 30 of the year following that year;

(3 adopt regulations under the Administrative Procedure Act (AS
44.62) that establish procedures and time limits for an individual



§ 37.13.130 § 37.13.150
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Sec. 37.13.130. Gains and losses. IRepealed, 8§ 13 ch 81 SLA 1982]

Sec. 37.13.140. Income. Net income of the corporation shall be
computed annually as of the last day of the fiscal year in accordance
with generally accepted accounting principles, excluding any unreal-
ized gains or losses. Income available for distribution equals 21 per-
cent of the net income of the corporation for the last five fiscal years,
including the fiscal year just ended, but may not exceed net income of
the corporation for the fiscal year just ended plus the balance in the
earnings reserve account described in AS 37.13.145. (8 5ch 18 SLA
1980, am § 8 ch 81 SLA 1982 am § 1 ch 28 SLA 1986)

Effect of amendments. — The 1986
amendment in the first sentence substi-
tuted "shall” for "must”and in the second

net income” for "the average net income”
and "earnings reserve” for "undistributed
income.”

sentence substituted "21 percent of the

Sec. 37.13.145. Disposition of income. At the end of each fiscal
year, an amount sufficient to offset the effect of inflation on principal
of the Alaska permanent fund during that year, as measured by the
change in the calendar year average United States consumer price
index for all urban consumers shall be transferred from net income as
defined in AS 37.13.140, excluding income on the earnings reserve
account in the Alaska permanent fund, to the principal of the Alaska
permanent fund for reinvestment. The balance of the income available
for distribution under AS 37.13.140 shall be transferred to the earn-
ings reserve account in the Alaska permanent fund. Money in the
earnings reserve account shall be invested in investments authorized
under AS 37.13.120. Income from the investment of the earnings re-
serve account shall be treated as an addition to that account. (8 9ch
8L SLA 1982, am § 2 ch 28 SLA 1986)

Cross references. — For transfer of
certain income earned by the Alaska per-
manent fund prior to July 1, 1982, to the
undistributed income account, see § 15,
ch. 81, SLA 1982.

Effect of amendments. — The 1986
amendment in the first sentence substi-
tuted "the change in the calendar year av-

erage United States consumer price index
for all urban consumers" for "a nationally
recognized index," in the second sentence
substituted "income available for distribu-
tion under” for "netincome as defined in,”
and substituted "earnings reserve" for
"undistributed incom0” throughout the
section.

Sec. 37.13150. Corporation budget. The revenue generated by
the corporation’s investments must be identified as the source of the
operating budget of the corporation in the state’s operating budget
under AS 37.07 (Executive Budget Act). The unexpended balance of
the corporation’s annual operating budget does not lapse at the end of
the fiscal year but shall be treated as income under AS 37.13140. (8 5
ch 18 SLA 1980; am § 10 ch 81 SLA 1982)



vV A laska State L egislature
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MEMORANDUM

TO: Senate State Affairs Committee Members
FROM: Senator Pat Pourchot, Chairman

RE March 3 Committee Meeting

DATE March 2, 1989

On Friday, March 3 at 2:00 p.m. 1in the Beltz Room the Senate
State Affairs Committee will hear the following bills:

SJR 30. Relating to location of a job corps center within the
Matanuska-Susitna Borough

SJR 30 calls for the establishment of a Job Corps center within
the Mat-Su Borough. Congress has appropriated funds for the
development of six new centers throughout the country and the
U.S. Department of Labor is accepting applications from the
states. Alaska®"s application, submitted in December 1988,
proposes use of the Goose Bay Correctional Center in Wasilla or
Colony High School in Palmer.

The Job Corps program was established by the federal government
in 1964 to provide intensive educational and vocational training
to economically disadvantaged youth. Alaska does not have a Job
Corps center and Alaskans who participate must go out of state.

THE FOLLOWING BILLS PROPOSE VARIOUS USES OF THE PERMANENT FUND
EARNINGS RESERVE AND ADDRESS THE SIZE OF THE STATE®S BUDGET. 1T
IS NOT MY INTENT TO MOVE THESE BILLS TODAY.

SSSJR 5. Proposing amendments to the Constitution of the State of
Alaska amending provisions relating to the Alaska permanent fund?
establishing temporary provisions relating to dedicated funds,
the Alaska permanent fund, the expenditure limit, and the budget
stabilization fund; and suspending the operation of provisions
relating to dedicated funds, the Alaska permanent fund, and the

appropriation limit

SSSJR 5 would constitutionally dedicate permanent fund earnings:
50% dividends
30% inflation proofing
20% budget stabilization fund



March 3, 1989
Page 2

It would constitutionally establish a 1996 appropriation limit of
$1.4 billion. Limits for the preceding years would be
established by law. Revenues in excess of the limit would be
deposited as follows:

50% permanent fund

50% budget stabilization fund
Up to 25% of the budget stabilization fund could be spent in any
year in which revenues were less than the expenditure limit.

The constitutional provisions would be repealed July 1, 1996.

SB 79. An Act relating to reductions in state budget levels for
certain fiscal years

SB 79 is a companion bill to SSSJR 5 which calls for a 1996
appropriation limit of $1.4 billion. SB 79 heads the state 1in
that direction by calling for a6.5% reduction in the state"s
budget in FY 90 and again 1in FY91.It is assumed that this

scheme will be continued once the appropriation limit is approved
by the voters in November 1990.

A 6.5% reduction in FY 90 would be areduction o0of$144.8 million
(from $2228.1 million to $2083.3 million).

SJR 18. Proposing an amendment to the Constitution of the State
of Alaska relating to income from the permanent fund

SJR 18 would amend the Constitution to specify that income of the
permanent fund be appropriated for dividends, to the fund
principal, for administrative costs of the fund, and for other
purposes that the voters approve.

SB 69, An Act providing for an advisory vote on the use of the
earnings reserve account

SB 69 would provide for an advisory vote on distributing the
balance in the earnings reserve account of the permanent fund as
follows:

50% to the general fund

25% to the principal of the permanent fund

25% for a special dividend
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How ERP Works

FY Expenditure Revenues PF BSF annual Interest 20% earnings Carryforward 25% Available Remaining BSF + Rev BSF+Rev vs.
Limit V (mid case) Income deposit (20% 8.5% + Interest BSF balance for Budget BSF Balance Exp Limit 2/
PF earnings)

89 22281

90 2,083.3 1,574.0

01 1,947.9 1,308.8

92 1,821.2 1,405.5 1,037.0 207.4 17.6 225.0 225.0 56.3 168.7 1,461.8 -359.4
03 1,702.8 1,395.8  1,082.0 216.4 18.4 234.8 459.8 115.0 344.9 1,510.8 ~192.0
94 1,502.1 1,366.8 1,120.0 225.8 19.2 245.0 704.8 176.2 528.6 1,543.0 49.1
05 1,488.6 1,33.4  1,177.0 235.4 20.0 255.4 960.2 240.1 795.0 1,563.5 74.9
96 1,391.9 1,22.6 1,225.0 245.0 20.8 265.8 1,226.1 306.5 1,126.8 1,509.1 207.2

1/ Based on a 6.5% reduction from FY 89 authorized startingwith FY 90 budget
2/ InFY 95 and FY 96, an amount up to the Expenditure Limit could be appropriated from the BSF. These amounts are reflected

in the "Remaining BSF Balance"™ amount for these fiscal years

SSSJR 5 - Senator Jan Faiks
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IN THE SENATE

BE |

CS FOR SPONSOR SUBSTITUTE FOR SENATE JOINT RESOLUTION NO. 5 07 $
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION

Proposing amendments to the Constitution
of the State of Alaska amending provi—
sions relating to the Alaska permanent
fund; establishing temporary provisions

relating to dedicated funds, the Alaska
permanent fund, the expenditure limit,

and the budget stabilization fund; and

suspending the operation of provisions

relating to dedicated funds, the Alaska

permanent fund, and the appropriation

limit.

T RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Article IX, sec. 15, Constitution of the State of Alaska,

is amended to read:

*

SECTION 15. ALASKA PERMANENT FUND. At least twenty-five per
cent of all rvineral .lease rentals, royalties, royalty sale proceeds,
federal mineral revenue sharing payments and bonuses received bv the
State shall be placed in a permanent fund. The fund 1is established as
a trust on behalf of all the residents of the State and 1its principal
shall be invested in accordance with the prudent investor rule in [,
THE PRINCIPAL OF WHICH SHALL BE USED ONLY FOR THOSE] income-producing
investments specifically designated by law as eligible for permanent
fund 1investments. All income from the permanent fund shall be depos—
ited in the general fund unless otherwise provided by law.

Sec. 2. Article XV, Constitution of the State of Alaska, 1is amended

-1- CSSSSJR 5( )



by adding new sections to read:
SECTION 29, DEDICATED FUNDS. (a) The operation of Section 7 of

Article X Is suspended from July 1, 1991, through June 30, 199 and

) this section applies in lieu of Section 7 of Article IX.

° (b) The proceeds of any state tax or license shall not be dedi-
° cated to any special purpose, except as provided in Sections 3 and 3
! of this article or when required by the federal government for state
° participation in federal programs. This prevision shall not prohibit
’ the; continuance of any dedication for special purposes existing upon
0 the date of ratification of Section 7 of Article IX by the people of
. Alaska.

. SECTION 30. ALASKA PERMANENT FUND. (a) The operation of Sec-

” tion 15 of Article IX is suspended from July 1 1991, through June 30,
* 1996, and this section applies in lieu of Section 15 of Article IX.

" (b) At least twenty-five percent of all mineral lease rente
* royalties, royalty sale proceeds, federal mineral revenue sharing
! payments and bonuses received by the State shall be placed in a perma-
N nent fund. The fund is established as a trust on behalf of all the
° residents of the State and its principal shall be invested in accor-
® dance with the prudent investor rule in income-producing investments
2 specifically designated by law as eligible for permanent fund invest-
A ments .

! (c) The income of the permanent fund shall be distributed
s follows:

2 (1) fifty percent to be used for dividends for State resi-
? dents as provided by law;

7 (2) thirty percent to be added to the principal of the
” permanent fund to help offset the effect of inflation and increase the
o principal; and

CSSSSR 5 ) 2-
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(3) twenty percent to the budget stabilization fund
lished under Section 32 of this article.
3 SECTION 31. EXPENDITURE LIMIT. (@) The operation of Section 16
4 of Article 11X 1is suspended from July 1, 1991,through June 30, 1996,
> and this section applies in lieu of Section 16 of Article IX.
6 (b) Except for appropriations to the permanent fund or for
! Alaska permanent fund dividends, appropriations to the budget stabili—
8 zation fund, appropriations by the legislature to meet a State natural
9 disaster declared by the governor as prescribed by law, appropriations
10 of revenue bond proceeds, and appropriations of money received from a
non-State source in trust for a specific purpose, 1including revenues
of a public enterprise or public corporation of the State that issues
13 revenue bonds, appropriations from the treasury made for a fiscal year
\jk basik- sorvVce.s \eAr€l of \.<-[ bilboN"
maynot exceed appropriations made for the preceding fiscal year
\o_ twi{"D by lawTj - _ _ j
adjusted, as prescribed by law, for the <change 1in population and 1
V> inflation since the beginning of the preceding fiscal year.
ul (¢) During a fiscal year the legislature may exceed the expendi—
18 ture limit under (b) of this section if each bill that exceeds the
r# limit is passed by affirmative vote of twg—Qh%rds of the membership of
-20 each house of the legislature or, notwithstanding Sections 1 and 14 of
2 Article 11 and Article XI, is approved by the voters as prescribed by
22 law. The voters shall, for each bill for appropriations for capital
23 projects, be informed as provided by law of the cost of operations and
24

maintenance of each capital project.
(d) The money received by the Stat™dtTring a fiscal year that 1is
subject to the < Lure limit up r (b) of this section, that does
é} not exceed that limit, and tljar is"""nUT-ftfsiropriated under (b) or (c)

a of this s~ftion shall ~"oeposited in the principal of the permanent

fund.
-3- CSSSSJR 5(C )



