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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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Re:
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Alaska State ^UcvjtBlaiurc

MEMORANDUM

Date:

Intent: The intent of this proposed amendment to the
Constitution of the State of Alaska, is to provide a m e c h a n i s m  
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%

Senator Pat Pourchot 
Senate State Affairs 
Senate State

March 14, 1989

Senator Jack 

Backup for SJR 3 of Administrative
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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 w e  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 commitments11 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 I 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 is 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 "may11 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, in 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 I receive most from 
m y  constituents, is 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.

R ec o m m e n d a t i o n : I recommend you move the SJR 3 from
committee, with "do pass" recommendations.
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L E G I S L A T I V E  A N N U L M E N T  O F  R E G U L A T I O N S

Constitutional A m e n d m e n t

(Committee Substitute for House .Joint Resolution No. 82 Amended)

S U M M A R Y
IAs it will appear on the November 4, 1980 General Election Ballot)

This proposal would permit the legislature to annul, by adopting a resolution; regulations adopted by state 
agencies. Annulment of regulations by resolution was authorized by the First State Legislature in 1959; however, 
in 1980 the Alaska Supreme Court held that the constitution permits the legislature to annul a regulation only 
by passing a bill, which requires three readings of the bill and a roll call vote which is recorded. The procedures
for adopting resolutions are governed by legislative rules and require only the approval of the resolution by voice
vote of a majority of both houses. A bill passed by the legislature annulling a regulation could be vetoed by 
the governor or repealed by referendum. A resolution annulling a regulation could not.

BALLOT FORM :
A vote "FOR" adopts the amendment.
A vote "AGAINST" rejects the amendment.

FOR □
AGAINST □

VOTE CAST BY M EM BERS  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 0. Absent or Not Voting .4.

f

L E G I S L A T I V E  A F F A I R S  A G E N C Y  S U M M A R Y
(As required by law)

This proposal would add a new section, section 22, to Article II of the state constitution. If adopted, the proposal 
would authorize the legislature tc annul or set aside a regulation which has been adopted by a state department 
or agency. In.order to annul a regulation, the legislature could adopt a concurrent resolution by approval of the 
resolution by majority vote of the membership of each house of the legislature. The resolution specifies the date 
on which the annulment of a regulation would take effect.

F U L L  T E X T  O F  P R O P O S E D  C O N S T I T U T I O N A L  A M E N D M E N T

SECTION 22. ANNULMENT OF REGULATIONS. The legislature by a concurrent resolution approved by a 
majority vote of the membership of each house may annul a regulation adopted by a state department or agency. 
The annulment of the regulation is effective on the date the concurrent resolution is approved by both houses 
unless the concurrent resolution specifies a different date.

■Sc/J. C ^ r / i U L  / \ r  i Ac/i r\£uT |
.. .
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Th e  legislature, w h e n  it writes a law, cannot foresee all 
of the possible details involved in carrying it out. T he appro­

priate administrative agency is therefore allowed to write 

regulations which spell out w h o  does what, when, where, 
and h ow. If the agency does no m o r e  than this no problem 

is created.

Unfortunately agency regulations are not always consistent 
with the intent the legislature had in passing the law. S o m e ­
times an agency will get carried a w a y  an d  put out regulations 
that cause an unnecessary burden for the citizens. The First 
State Legislature realized this a nd provided a simple solution. 
The legislature could, by a concurrent resolution passed by 

a majority of each house, annul an administrative regulation. 
S u c h  a resolution is not subject to the governor’s veto.

The Alaska S u p r e m e  Court recently held, in a 3-2 decision, 
that the legislature m u s t  use a bill rather than a resolution 

to annul administrative regulations. But a bill is subject to

the governor's veto. Th e  governor can hardly be expected 
to approve a bill overruling his subordinates, w h o  put out 

the regulation in the first place. T he present governor has 
already vetoed one such bill.

The court ruling gives agency regulations equal standing 

with laws, even though no single person elected by the voters 
has approved them.

Ou r  government is wisely b??ed on dividing power a m o n g  

the three branches legislative, executive and judicial. T he 
current situation g entirely too m u c h  p o w e r  to the execu­

tive branch. Your t> ^roval of this constitutional a m e n d m e n t  
will restoie the better balance under which the state operated 
from 1 9 6 1  to 1980.

— Charles H. Parr
Chairman, H o u s e  Judiciary Committee 

' . Alacka State Legislature

S T A T E M E N T  A G A I N S T  B A L L O T  P R O P O S I T I O N  N O .  1

This is still another proposal by the legislature to free itself 
f.om the checks an d  balances of our constitution. Under the 
constitution, the legislature has all the p o w e r  it needs to m a k e  
laws a n d  annul administrative regulations. This proposal does 
not aid the public in any way. W h a t  it does is allow the legisla­
ture to exercise it;> p o w e r  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 a nd nays on 
final passage. It wo u l d  also free the legislature from the exec­
utive veto a nd it would allow it to ignore the prohibition 
against special and local legislation.

T h e  Alaska S u p r e m e  Court has recently ruled that the legis­
lature must abide by the constitution's checks and balances 
o n  its p o w e r  whenever it exercises that power, including 
w h e n  it acts to annul regulations. This a m e n d m e n t  is intend­
ed to overrule th‘e court's decision an d  erode the constitu­
tion's safeguards. It aids legislators, not the public, and it 
should be rejected..

K a th e r in e  D . N o rd a le
Delegate to the Alaska 

■j Constitutional Convention, 
1 9 5 5 - 1 9 5 6

Arguments printed cn this page are the opinions of the authors and have not been checked for accuracy by any official agency.
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I
Constitutional Amendment

L E G I S L A T I V E  A N N U L M E N T  O F  A D M I N I S T R A T I V E  R E G U L A T I O N S
' (1983 Legislative Resolve No. 15 (SCS HJR 5[Jud]))

S U M M A R Y
(As it will appear 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 in each 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 in the legislative journals. The resolution is not subject to veto by the governor, and it is not subject to 

repp'll by referendum.
BALLOT FORM:

A vote "FOR" adopts the amendment.
A vote "AGAINST' rejects the amendment.

FORD 
AGAINST □

* I

VOTES CAST BY MEMBERS OF THE 13TH STATE LEGISLATURE ON FINAL PASSAGEiSenate (20 members): Yeas 19 NaysO Absent or Not Voting 1House (40 members): Yeas 34 Nays 2 Absent or Not Voting 4
L E G I S L A T I V E  A F F A I R S  A G E N C Y  S U M M A R Y(As required by law)

IThis 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.
F U L L  T E X T  O F  P R O P O S E D  C O N S T I T U T I O N A L  A M E N D M E N T
(This amendment would add the following section to article II 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 from s ' nond to third reading on the same day by concurrence of three-fourths of the house considering it, and approval byamajority voteofthemembershipof each house.Theyeas and naysorifinal passageshall be entered into thejournal.

—  ^trJ.CoGw/ill. A t t A c W m g  ^  ~



S T A T E M E N T  I N  F A V O R  O F  B A L L O T  M E A S U R E  N O .  1

Voters who have ever experienced irritation or anger as a result of a problem they have had with state regulations should vote in 
favor of Ballot Measure No. 1. W hile many regulations do conform to and support state laws, there are occasionally regulations 
which are im posed that go beyond the intent of the law and cause undue hardship on our c itizens. These regulations often 
make no sense at a ll, state agency peop le are often at a loss to expla in the m eaning or sense of the regulations, and yet the 
state agenc ies invo lved continue to enforce them , and voters are powerless to change them .
The A laska Constitution, patterned essentially upon the Constitution of the United States and the experience of the other 
states, provides a system of checks and ba lances among the three branches of government, and further entitles the people to 
their own checks and balances through the voting booth, the initiative process, and final authority over amendments to the 
constitution. The one major area of government that is currently not directly access ib le to the people's checks and balances is 
the very cons iderab le vo lum e of administrative regulations which are written by the state agenc ies in the executive branch of 
government.
These regulations dea l with every aspect of government and our lives: fish and game, education, health and social services, 
traffic, land development, utilities, taxes; the list is endless. And once the regulations gointo effect, they have all the force of law. 
The prob lem  is, that unlike the situation that occurs with laws, the agency peop le who make and enforce regulations are not 
subject to voter approval at election time; they are either appointed by the governor or by h is comm issioners.
W h ile  the leg islature is often made aware of foolish bureaucratic requirements by unhappy constituents, It is almost powerless 
to do anything about them . Currently, to annu l a regulation, the legislature must pass a new bill wh ich is then subject to veto by 
the governor. This puts the governor in the powerful position of being able to stop a  bill that would overturn a regulation made by 
his own subordinates. 1
It was never intended by 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, wh ich go beyond the letter and 
intent of the law as passed by the legislature and in effect create law on their own.
Th is measure would provide a reasonable avenue for annu lm ent of bad regulations. II: would a llow  your e lected representa­
tives in the legislature, through a majority vote of both houses, to annu l regulations in the sam e way they pass any legislative 
bill, except it would no t be subject to veto by thn governor, who clearly has a  biased position in the matter.
The House Joint Reso lution which created the ballot measure had bi-partisan sponsorship during the last leg islative session, 
and was passed with near-unanimous support by both houses of the legislature.

—M ike Szym ansk l, 
State Representative

S T A T E M E N T  O P P O S I N G  B A L L O T  M E A S U R E  N O .  1

This proposed am endment to the Alaska Constitution is very sim ilar to the one  proposed in 1980 and rejected by the voters
82,010 to 58,808. Although the present version includes som e improvements over the 1980 version, it is another attempt by 
the leg islature to concentrate governmental power in its own hands.
Under the current constitution and statutes, the legislature has all the power it needs to make laws and to lim it or guide the 
adoption of adm inistrative regulations. T he  regulations are adopted to im p lem ent statutes. Th is  proposal would enable 
legislators to use a law-making procedure that is notsub jectto veto by thegovernoror repeal by referendum, andthatcou ld be 
used to ignore the prohibition against spec ia l and local legislation.
The constitution now  provides for a ba lance of power among the legislative, executive, and jud ic ia l branches of the govern­
ment. Th is  ba lance requires a blending or sharing, as well as a d ivid ing, of governmental responsibilities. If this constitutionai 
am endment were to be approved by the voters, it would onab le the legislature not only to write the laws, as has traditionally 
been the legislature's function, but it would also enab le the legislature to act in p lace of the courts in decid ing whether the 
executive has lawfully executed the laws w hen adopting a regulation; and it would empower the legislature to act in p lace of the 
executive by nullifying a specific executive-branch decis ion.
The annu lm ent is like a repeal. In using this expedited procedure- to annu l a  regulation, the legislature would act only in a 
negative way. It would not be providing the sort of policy gu idance and direction that is appropriate to its law-making function. 
And it would not be provid ing the thoughtful analysis necessary to solve a problem . The legislature would be saying to the 
agency "your decis ion to adopt that regulation is wrong". But it would not be telling the agency what would be right. This is 
espec ia lly  troublesome when dealing with a complex subject. W ithout any gu idance 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 
efficient nor an appropriate way to run the government.
The A laska Suprem e Court has ruled that the legislature must ab ide by the Constitution’s checks and balances on its power 
when it exercises that power, including when it acts to annu l regulations. The present proposal is intended to overrule the 
court’s decis ion . As argued four years ago, w hen the voters rejected the 1980 proposal, this am endment would aid legislators, 
not the pub lic , and it shou ld be rejected. —Katherine D. Nordale,

Delegate to the Alaska Constitutional Convention , 1955-1956

93



B A L L O T  M E A S U R E  N O .  2
Constitutional AmendmentLegislative Annulment of Administrative Regulations 
(1986 Legislative Resolve No. 60 HCS SJR 40 [Jud] am H)
BALLOT LANGUAGE(As it will appear on the November 4, 1986, General Election Ballot)"This amendment o f 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 pas­sage by the legislature, unless the resolution sets a dif­ferent date. The resolution must have three readings in each house on separate days, except that it may be ad­vanced from second to third reading on the same day by a three-fourths vote o f the house considering it.The resolution must receive approval of a majority c f  the membership o f each house. The yeas and nays on final passage must be entered in the legislative journals. _ ;  •
A  vote “ FOR ”  adopts 
the amendment,
A  vote “A G A IN ST ”  
rejects the amendment.

; f o r D

A G A IN ST  □

VOTES CAST BY MEMBERS OF 
THE 14TH ALASKA LEGISLATURE 
ON FINAL PASSAGEHouse: Yeas 31Nays 4Absent or N ot Voting > 5Senate: Yeas 17Nays 0Absent or N ot Voting 3

3

LEGISLATIVE AFFAIRS 
AGENCY SUMMARY(H C S  SJR  40 (Jud) am H)This proposal for a constitutional amendment would allow the legislature to annul a regulation adop­ted by a state department or agency by its adoption o f a concurrent resolution. Under the present provisions of the constitution, the legislature may annul a regula­tion only by the enactment of a bill that is subject to the veto o f the governor; i f  rhe governor vetoes the bill, the constitution now requires a two-thirds affirma­tive vote o f 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 o f 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 o f three-fourths o f the membership o f the house considering it. Adop­tion would require approval by a majority vote o f each membership o f 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 II o f the Alaska Constitution.)S E C T IO N  22. A N N U L M E N T  O F  R E G U L A ­T I O N S . The legislature by concurrent resolution may annul a regulation adopted by a state department or agency. The annulment o f 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 from se­cond to third reading .on the same day by concurrence o f three-fourths o f the house considering it, and ap­proval by a majority vote o f the membership o f each house. The yeas and nays on final passage shall be entered into the journal.

— S p M -  Coe fV i r ~ S  —

3 / W  t i l



#
B A L L O T  M E A S U R E  N O *  2

I ' ■

STATEMENT IN SUPPORT OF 
BALLOT MEASURE NO. 2The 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 in­to, 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 Sen­ate. . .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 en­force) 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 regu­lations promulgated by the bureaucrats, known collec­tively 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 peo­ple 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 re­peal a regulation by passing a bill, the Governor will al­most 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 regu­lations 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 re­moved by the people, which can remove Legislators), don’t want to lose the power they now have to promul­gate 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 FO R  the ballot measure.If you feel that bureaucrats should be the ultimate law­making authority, vote otherwise.1 recommend that you vote F O R . Only in this way will we realistically be able to get rid of bad regulations.Andre Marrou Scate Representative

STATEMENT OPPOSING 
BALLOT MEASURE NO. 2For 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-mak­ing—another attempt by the legislature to concentrate governmental power in its own hands. The voters reject­ed a similar proposal in 1980 and the identical proposal in 1984. It should be 'ejected again.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. 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 pow­er between the legislative, executive, and judicial branches of the government. This balance requires a blending or sharing,, as well as a dividing, of governmental responsi­bilities. If this constitutional amendment were to be ap­proved by the voters, it would enable the legislature not only to write the laws, as has traditionally been the legis­lature’s function, but it would also enable the legislature to act in place of the courts in deciding whether the ex­ecutive 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 opposi­tion 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-mak­ing. 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 say­ing 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 deal­ing 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 effi­cient nor appropriate way to run the government.The Alaska Supreme Court has ruled that the legis­lature must abide by the constitution’s checks and balan­ces or. its power, including when it acts to annul regula­tions. 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
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D E P A R T M E N T  O F  L A W

Honorable M. Mike Miller 
Chairman
House Judiciary Committee 
Alaska State Legislature 
P. 0. Box V 
Juneau, Alaska 99811

Re: SJR 40 (constitutional
amer. •nent on annulment of 
regulations)
Our file: 66-3-86-0493

Dear Representative Miller:

I understand that Senate Joint Resolution No. 40, p r o­
posing an amendment to the Alaska Constitution, is on your com­
mittee's agenda for tomorrow. This letter is to express the D e­
partment of Law's opposition to that resolution. If the resolu­
tion is 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 voters knew
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 in 
the regulations-adcption process.

(B) If an executive-branch agency, in adopting a r e g u­
lation, goes in a direction that is net supported 
by the current legislature, the legislature may 
legislate further -- enact guidelines,

POUCH K - STA -£ CAPITOL 
JUNEAU, ALASKA 99811 
PHONE: (9071 465-3600
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limitations, prohibitions.

3. A  concurrent resolution, the vehicle proposed by 
this resolution to annul administrative regulations, is 
not co’/ered 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.

D I S C U S S I ON

The amendment proposed by SJR 40 is virtually identical 
to the Eleventh Legislature's CSHJR 82 am (1980 Legislative R e­
solve No. 5). That amendment was rejected by the voters on N o­
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 L e g i s­
lative Resolve No. 15) —  even though it contained provisions for 
a deferred 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 intended to reverse the effect of the Alaska Supreme 
Court's decision in State of Alaska v. A . L . I.V.E. V oluntary, 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 r e s o­
lution, is 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, it 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 law-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 in­
clude, for example

the single subject rule of art. II, sec. 13;

the descriptive title rule of art. II, sec. 13;

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

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

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

the deferred effective date, under art. II, 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 improvements 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 r e g u­
lations by an administrative agency is 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 in 
the Federalist P apers and other writings. That doctrine, of
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course, involves a blending or sharing of powers. The purpose is 
to avoid an inappropriate concentration of power.

In addition, when the legislature makes a simple n e g a­
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 w i t h  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. W h e n  the legis­
lature annuls a provision such as that, is 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 believe that anyone questions the legisla­
ture's right to review the executive-branch's execution of the 
statutes. Nor does anyone question the legislature's right to
enact statutes setting guidelines and imposing 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) p r o­
vides a carefully structured system with many opportunities for 
legislator involvement in the adoption of administrative regula­
tions. If one of those opportunities was missed, or proved o t h­
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 3 1 7 " T Of S.~Ct7~27^4 "(T9"83T,‘  affirming 
Chadha v. Immigration and N aturalization Service, 634 F.2d 408 
(9th Cir. 79DD), the United""States Supreme Court held invalid 
what has become known as the "legislative veto." The U.S. S u­
preme Court's decision is 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, p r o­
mulgated by the National Conference of Commissioners on Uniform 
State laws; see, especially, the art. Ill 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 system 
to determine whether the executive has exceeded its authority or 
otherwise violated the law. This proposed amendment w o u l d  alter 
that balance by injecting the legislature into 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 wo u l d  be
happy to discuss the matter further w i t h  you at your convenience.

AHP:md

cc: Hon. Paul Fischer
Alaska State Senate

Jim Ayers, Director 
Legislative Relations 
Governor's Office

Yours truly

HAROLD M. BROWN'

Assistant Attorney General
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Passage of 

Bills

V e t o

Action Upon Veto

S E C T I O N  14. T h e  legislature shall establish the 

p r o c e d u r e  for e n a c t m e n t  o f  bills into law. N o  bill 

m a y  b e c o m e  l a w  unless it has passed three readings 

in ea£h h o u s e  o n  three separate days, e x c e p t  that 

a n y  bill m a y  b e  a d v a n c e d  f r o m  s e c o n d  to third 

reading o n  the s a m e  d a y  b y  c o n c u r r e n c e  o f  three- 

fourths o f  the h o u s e  considering it. N o  bill m a y  

b e c o m e  l a w  w i t h o u t  a n  affirmative vote o f  a m a j o r­

ity o f  the m e m b e r s h i p  o f  e ach hous». T h e  yeas a n d  

n a y s  o n  final passage shall b e  enteieu in the jour­

nal.

S E C T I O N  15. T h e  gov e r n o r  m a y  veto bills pass­

ed  b y  the legislature. H e  m a y ,  b y  veto, strike or 

red u c e  items in appropriation bills. H e  shall return

a n y  v e t o e d  bill, with a statement o f  his objections, 

to the h o u s e  o f  origin.

S E C T I O N  16. U p o n  receipt o f  a veto message 

during a regular session o f  the legislature, the 

legislature shall m e e t  i m m e d i a t e l y  in joint session 

a n d  reconsider passage of the vet o e d  bill or item. 

Bills to raise r e v enue a n d  appropriation bills or 

items, a l t h o u g h  vetoed, b e c o m e  l a w  b y  affirmative 

vote o f  three-fourths of the m e m b e r s h i p  of the 

legislature. O t h e r  vetoed bills b e c o m e  l a w  by 

affirmative vote of two-thirds o f  the m e m b e r s h i p  

of the legislature. Bills vetoed after a d j o u r n m e n t  of 

the first regular session o f  the legislature shall be 

reconsidered b y  the legislature sitting as o n e  b o d y  

n o  later t han the fifth d a y  o f  the next regular or' 

special session o f  that legislature. Bills vetoed 

after a d j o u r n m e n t  o f  the s e c o n d  regular session 

shall b e  reconsidered b y  the legislature sitting 

as o n e  b o d y  n o  later than the fifth d a y  o f a special 

session o f  that legislature, if o n e  is called. T h e  vote 

o n  reconsideration o f  a vetoed bill shall b e  entered 

o n  the journals of b o t h  houses.



RESOLUTIONS
RULE 49. RESOLUTIONS. (a) 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:

(1) A simple resolution is a formalized 
motion passed by one house only and bearing the heading 
"House Resolution" or "Senate Resolution". 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
tee. 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) 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. II, 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.

(3) 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 of the Uniform Rules, request­
ing action of executive agencies and interim commit­
tees, and fixing the time and place for joint assem­
blies. This resolution is also used for establishing 
joint committees. This resolution does not require 
committee referral, three readings, or anything other 
than approval of a majority vote of the full membership 
of each house unless otherwise required by the rules.

(4) A special concurrent resolution is
employed to consider disapproval of an executive order 
of the governor laid before the legislature under 
provisions of Sec. 23, Art. Ill, 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 joint session 
without recourse to three readings.

(5) A joint resolution is the most formal 
type 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 the govern-
C. ments of other states. It is required for proposing or

•2T ratifying amendments to the U. S. Constitution, propos-
t ^3 trig amendments to the State Constitution under pro-

visions of Sec. 1, Art. XIII, of the State Constitu- 
j J tion, and for disapproval of local government boundary
1 J changes recommended bv the Local Boundary Commission

under provisions of Sec. 12, Art. X, of the State 
Constitution. Approval of a joint resolution requires 
a majority vote of the full membership of each house.

(b) All resolutions passed by one or both houses 
are sent to the governor as a matter of information and 
for permanent filing with the lieutenant governor. The 
lieutenant governor sends enrolled copies of joint 
resolutions to the federal and other state officers, 
agencies and jurisdictions. The transmittal of copies 
of all other resolutions to designated addressees is 
the responsibility of the Legislative Affairs Agencv.
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M E M O R A N D U M

To: S e n a t o r  Pat P o u r c h o t
S enate S t a t e  A f f a i r s  Committee,

From: S e n a t o r  J a c k  Coghi ll

Re: S J R  3; L e g i s l a t i v e  Repeal o f  A d m i n i s t r a t i v e  R e g u l a t i o n s

Date: F e b r u a r y  6, 1989

I a m  r e q u e s t i n g  th at y o u  schedule S J R  3 for p u b l i c  h e a r i n g  at 
t h e  e a r l i e s t  p o s s i b l e  time, in S t a t e  A f f a i r s  Committee.

T h e  r e s o l u t i o n  is v e r y  strai ght f o r w a r d  a n d  I a m  i n t e r e s t e d  in 
s e e i n g  if t h e r e  is as m u s t  support f o r  t h i s  a m e n d m e n t  t o  our 
c o n s t i t u t i o n  s tate wide, as I found  in m y  district.

T h e  i n t e n t  of this a m e n d m e n t  is t o  a d d  a l e g i s l a t i v e  c h e c k  on 
the e x e c u t i v e  b r a n c h e s  ru le m a k i n g  authority.

F o r  instance, if the i n t e r i m  c o m m i t t e e  on A d m i n i s t r a t i v e  
R e g u l a t i o n  R e v i e w  w e r e  t o  have a c a s e  b r o u g h t  b e f o r e  t h e m  b y  
t he public, w h i c h  e x e m p l i f i e d  r e g u l a t i o n s  p r o m u l g a t e d  b y  an 
a d m i n i s t r a t i v e  d e p a r t m e n t  that d i d  n o t  r e f l e c t  the  i n t e n t  of 
t h e  law, this a m e n d m e n t  w o u l d  g i v e  t h e  l e g i s l a t u r e  t h e  a b i l i t y  
to r e p e a l  the regulations. Presently, t h e  l e g i s l a t u r e  is 
p o w e r l e s s  t o  c h a n g e  r e gulation s w i t h o u t  r e p e a l i n g  t h e  law.

T h i s  is not a n e w  concept, and I h a v e  a t t a c h e d  p a g e s  fr om the 
1986 O f f i c i a l  E l e c t i o n  P a m p l e t  in t h i s  regard.

The p r o m p t  c o n s i d e r a t i o n  of this m e a s u r e  b y  the c o m m i t t e e  
w o u l d  b e  appreciated.
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M E M O R A N D U M

TO: S e n a t e  State A f f a i r s  C o m m i t t e e  M e m b e r s

FROM: S e n a t o r  P a t  Pourchot, Chairmanj

RE: M a r c h  15 C o m m i t t e e  H e a r i n g

DATE: M a r c h  14, 1989

On W e d n e s d a y ,  M a r c h  15 at 1:30 p.m. in the Beltz R o o m  t h e  Senate 
S t a t e  A f f a i r s  C o m m i t t e e  will hear t h e  f o l l o w i n g  bills:

S JR 3, P r o p o s i n g  an a m e n d m e n t  to the C o n s t i t u t i o n  of t h e  State of 
A l a s k a  r e l a t i n g  to repeal of r e g u l a t i o n s  b y  the l e g i s l a t u r e

SJR 3 w o u l d  p l a c e  b e f o r e  the voters at t h e  n e x t  g e n e r a l  e l e ction 
a C o n s t i t u t i o n a l  a m e n d m e n t  allowing l e g i s l a t i v e  r e p e a l  of 
r e g u l a t i o n s  b y  c o n c u r r e n t  resolution. A d o p t i o n  of the 
c o n c u r r e n t  r e s o l u t i o n  w o u l d  require t h r e e  r e a d i n g s  o n  t h r e e  
d i f f e r e n t  d a y s  and a p p r oval b y  a m a j o r i t y  v o t e  o f  t h e  m e m b e r s h i p  
of e a c h  house, as do bills. However, c o n c u r r e n t  r e s o l u t i o n s  are 
not s u b j e c t  to the g o v e r n o r ' s  veto.

In 1980 the supreme c o u r t  found u n c o n s t i t u t i o n a l  a s t a t u t o r y  
p r o v i s i o n  t h a t  a l l o w e d  l egislative a n n u l m e n t  of r e g u l a t i o n s  b y  
resolution. The c ourt ruled that a n n u l l i n g  a r e g u l a t i o n  h a s  the 
e f fec t of c h a n g i n g  l a w  and t h a t  laws c a n  be c h a n g e d  o n l y  b y  
e n a c t m e n t  of a bill t h a t  is subject to t h e  g o v e r n o r ' s  veto, as 
p r e s c r i b e d  in A r t i c l e  II, Sections 14-16 of the Constitutio n.

A  p r o p o s a l  s i m i l a r  t o  SJR 3 w a s  d e f e a t e d  b y  the v o t e r s  in 1980, 
1984, a n d  1986.

SB 108, A n  A c t  r e l a t i n g  to public finance, i n c l u d i n g  l e a s e  
f i n a n c i n g

SB 108 w o u l d  require that all l e a s e - f i n a n c i n g s  f o r  p u b l i c  
b u i l d i n g s  b e  h a n d l e d  b y  t h e  A la ska S t a t e  B u i l d i n g  Authority.  
This w o u l d  r e m o v e  the a b ility of m u n i c i p a l i t i e s  a n d  p r i v a t e  
d e v e l o p e r s  t o  u n d e r t a k e  t he l e a s e - p u r c h a s e  of s t a t e  projects. 
P r o jects a u t h o r i z e d  b y  law b e f o r e  J u l y  1, 1984 w o u l d  b e  
s p e c i f i c a l l y  exempt from this requirement, p r o v i d i n g  a t y p e  of 
" g r a n d f a t h e r  clause" for the A n c h o r a g e  c o u r t  facility.
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SB 108 w o u l d  also r e quir e l egislativ e a p p roval  of l e a s e -purch ase 
a g r e e m e n t s  e n t e r e d  into b y  the l eg islature and the c o u r t  s ystem 
if t h e  cost s e xceed $1 m i l l i o n  a n n ually (this p r o v i s i o n  currently 
applies  to t h e  e x e c u t i v e  b r a n c h  and the u n i v e r s i t y ) .

The D e p a r t m e n t  o f  R e v e n u e  has p r o p o s e d  a n  a m e n d m e n t  (attached) 
that w o u l d  a u t h orize  A S B A  to d i spose of land, equipment, or 
p u b l i c  b u i l d i n g s  to o t h e r  g o v e r n m e n t  e n t i t i e s  for less t h a n  fair 
m a r k e t  value. T h i s  w o u l d  a l l o w  A S H A - f u n d e d  p r o j e c t s  for w h i c h  
the b o n d s  h a v e  b e e n  p a i d  off to be t r a n s f e r r e d  into state 
o w n e r s h i p .

SB 154, A n  A c t  r e l a t i n g  t o  equipment l e a s e - f i n a n c i n g  and 
a u t h o r i z i n g  a m a s t e r  e q u i p m e n t  l e a s e - f i n a n c i n g  project.

SB 154 w o u l d  a u t h o r i z e  t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  to 
finance and a c q u i r e  e q u i p m e n t  for l ease to t h e  state. The bill 
w o u l d  serv e as t h e  l e g i s l a t i v e  approval r e q u i r e d  u n d e r  AS
18.55.100 for A S B A  to f i nanc e and a c q u i r e  u p  to $40 m i l l i o n  worth 
of equipment, a n d  the l e g i s l a t i v e  a p p r o v a l  r e q u i r e d  u n d e r  AS 
36.30. 080 for t h e  D e p a r t m e n t  of A d m i n i s t r a t i o n  to e n t e r  into a 
l e a s e - f i n a n c i n g  a g r e e m e n t  w i t h  A S B A  for the equipment. (AS
18.55.100 r e q u i r e s  l e g i s l a t i v e  approval b e f o r e  A S B A  c a n  p r o c e e d  
with a n y  project; AS 36 .30.080 requires l e g i s l a t i v e  a p p r o v a l  of 
leases w h o s e  r e n t  excee ds $1 m i l l i o n  a n n u a l l y ) .

I ndividual l e a s e - p u r c h a s e s  from all s t a t e  a g e n c i e s  w o u l d  b e  
c o n s o l i d a t e d  into one or m o r e  "master leases". The a d v a n t a g e  
w o u l d  b e  a r e d u c t i o n  in i n t e r e s t  cost. A c c o r d i n g  to DOA, the 
average inter est rate on s ta te e q u i p m e n t  leases as of J u l y  1,
1987 w a s  13.86%. I n t e r e s t  on a m a s t e r  l e a s e  is e x p e c t e d  t o  be 
6-7%.

The r e f i n a n c i n g  o f  o u t s t a n d i n g  state e q u i p m e n t  leases is 
e s t i m a t e d  to r e q u i r e  i s s u a n c e  of $10 m i l l i o n  in f i n a n c i n g  
o b l i g a t i o n s  w i t h  a n nual r e n t  of $2.85 million. T h e  f i n a n c i n g  of 
new e q u i p m e n t  p u r c h a s e s  in FY 90 w o u l d  r e q u i r e  i s s u a n c e  of up to 
$30 m i l l i o n  in f i n a n c i n g  obl ig a t i o n s  w i t h  annual rent of $8.75 
million.
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S J R  3 L E G I S L A T I V E  R E P E A L  O F  R E G U L A T I O N S

TO TESTIFYSENATOR 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 READINGSOR ANYTHING OTHER THAN MAJORITY VOTE S JR  3 SPECIFICALLY REQUIRES 3 READINGS; NO MENTION OF COMMITTEE REFERRAL.THE FIR ST PROPOSED AMENDMENT (1980) REQUIRED ONLY A MAJORITY VOTE, AND BECAME EFFECTIVE ON DATE OF PASSAGE. S JR  3 CALLS FOR 30-DAY DELAYED EFFECTIVE DATE.THE SUPREME COURT CASE WAS STATE OF ALASKA V A . L . I . V . E .  VOLUNTARYDEPT. LAW WILL TESTIFY AGAINST, AS ALWAYS.



S R 3 P O O P 2 . T X T

3 / 1 7 / 8 9

T O  T E S T I F YS E N A T O R  C O G H I L L , S P O N S O R  (B R U C E  G E R A G H T Y )
A R T  P E T E R S O N . A . G . W I L L  N O T  A T T E N D

S J R  3 R E P E A L  O F  R E G U L A T I O N S  B Y  T H E  L E G I S L A T U R E

F . Y . I .P A G E  1 ,  L I N E  1 6  WE C H A N G E D  FROM  " A D O P T I O N "  T O  " P A S S A G E "  —  A R T  P E T E R S O N  P R O P O S E D  AN D  D I C K  B R A D L E Y  A G R E E D .B I L L  S A Y S  R E P E A L  E F F E C T I V E  30 D A Y S  A F T E R  P A S S A G E  O F  R E S O L U T I O N . P A S S A G E  O N L Y  O C C U R S  O N C E  B O T H  H O U S E S  H A V E  A C T E D , S O  NO N E E D  TO S T A T E  S U C H  I N  T H E  B I L L .
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S e n a t e  S t a t e  Affairs C o m m i t t e e

M E M O R A N D U MTO: Senate State Affairs Committee Members

DATE

RE:

FROM Senator Pat Pourchot, Chairman 

M a r c h  17 Committee Meeting 

M a r c h  17, 1989

To d a y  at 1:30 p.m. in the Beltz R o o m  the following bills will be 
b a c k  befo r e  the State Affairs Committee:

SJR 3. Proposing an amendment to the Constitution of the State of 
A l a s k a  relating to repeal of regulations b v  the legislature

A  dr a f t  committee substitute providing for repeal of regulations 
b y  ^oint resolution rather than concurrent resolution is 
attached. Because U n i form Rule 49 requires that a joint 
r e s olution receive three readings and that its vote be recorded 
in the journal, these requirements have b e e n  deleted from SJR 3.

SJR 5. Proposing amendments to the Constitution of the State of 
Alaska amending provisions relating to the Alaska permanent fund; 
establ i s h i n g  temporary provisions relating to dedicated funds, 
the Ala s k a  permanent fund, the expenditure limit, anc* the budget 
stabilization fund

S J R  5 w o u l d  constitutionally dedicate permanent fund earnings 
(50% dividends, 30% inflation proofing, 20% budget stabilization 
f u n d ) , establish an appropriation limit, provide for deposit of 
revenues in excess of the appropriation limit (50% permanent 
fund, 50% b u d g e t  stabilization f u n d ) , and allow for expenditure 
of up t o  25% of the budget stabilization fund in years in which 
revenues are less than the appropriation limit.

A dra f t  committee substitute whi c h  deletes the $1.4 billion 
appropr i a t i o n  limit specified in the original bill is attached. 
Instead, annual appropriations would be limited to the level of 
appropriations made in the preceding year w i t h  an adjustment for 
inflation. Revenues within the spending limit that were not 
approp r i a t e d  would be deposited in the Permanent Fund.



C o m m i t t e e  M e m o

M a r c h  17, 1 9 8 9

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

W h e n  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 b y  the bill sponsor at today's meeting.

SB 170. An Act relating to state procurement

A  draft committee substitute, wh i c h  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 b u t  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 t h e  U.S. for use 
outside the U.S., and for contracts for hear i n g  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.



A L A S K A  S T A T E  L E G I S L A T U R E
SENATE STATE AFFAIRS,CHAIR

ETHICS COMMITTEE, 
CHAIR

P.O. BOX 104836 
ANCHORAGE, AK 99510 

(W) (907) 561-7623 
(H) (907) 338-2425

P.O. BOX V 
STATE CAPITOL 

JUNEAU, AK 99811 
(907) 465-3/.2

ANCHORAGE
JUNEAU

Senator P a t Pourcho t
M a r c h  14, 1989

Mr. H. Blanas 
P.O. B o x  92397 
Anchorag e, A l a s k a  99509

D e a r  Mr. Blanas:

T h a n k  y o u  for y o u r  l etter of M a r c h  7 e x p r e s s i n g  your 
s u p p o r t  for l e g i s l a t i o n  by R e p r e s e n t a t i v e  B o u c h e r  in volving 
th e  e l i m i n a t i o n  of a d m i n i s t r a t i v e  rules and regulations.

Apparently, you h a v e  be en w o r k i n g  w i t h  R e p r e s e n t a t i v e  
B o u c h e r  on t h i s  idea for legislation. W h e n  I c o n t a c t e d  his 
office, I w a s  i n f o r m e d  t h a t  this l e g i s l a t i o n  was n o t  yet 
introduced. He is a w a i t i n g  to h e a r  from y o u  r e g a r d i n g  you r 
c o m m e n t s  on the d r a f t  bill w h i c h  w a s  sent t o  you for review.

I will k e e p  y o u r  c o m ments in m i n d  a n d  look f o r w a r d  to 
r e v i e w i n g  t h e  b i l l  once it is i n t r o d u c e d  in the House.

T h e r e  is a m e a s u r e  in the Sena ates
to r e p e a l i n g  regulations. A  h e a r i n  e
Se n a t e  S t a t e  A f f a i r s  Committee, w h i  isday.
For y o u r  review, I h a v e  e n c l o s e d  a on.on.

E n c l o s u r e



P. G. Bo:- 9 2 3 9 7  
Anchorage, R isska 99309 
March 7., 1989.

Dear Senator Pourchot.

Rep. B o ucher has introduced a bill whicn I believe needs 
to be passed. The n e c e ssit y to cut the State budget, due to 
the u n c e r t a i n t y  of reve nue from unst able oil price's, cannot 
be ach ieved without first e l i m i n a t i n g  a good number of 
a d m i n i s t r a t i v e  rules and r e g u l a t i o n s  now in effect, which 
have caused burea u c r a c y  to mushroom.

while t h e r e  may be others, the A d m i n i s t r a t i v e  rules and 
r e g u l a t i o n s  with which I have e x p e r i e n c e  are? PS 44.77 e d  
s e c ._ ano 2 PPG £5.010 et^ s e c ._ T h e s e  p a r t i c u l a r  rules 
or i g i n a t e d  for a.) n o n - c o m p e t a t i v e  p u r c h a s e  of materials, and 
b . ) e x t e n s i o n  of services beyond contract r e q u i r e m e n t s  of 
sole? source (non-compet it ive) contracts, wnich were very 
c o m m o n  in e arl y Statehood, but a r e  s eld om used today.

Through  t h e  years l e g i s l a t i o n  has created other 
p rocedures which have made t h e  A d m i n i s t r a t i v e  p r o cess 
obsolete, for e x a m p l e  settlemen t by Judicial d e c i s i o n  or by 
binding, impartial arbitration.

De spite t h e  laws vesting c o n s t i t u t i o n  a 2 powers to the 
c ourts a nr. / or arbitration; laws such as PS 44.77 ei._ sec:, 
and 2 PPG £ 5 . 0 1 0  et-_. sea., r emain or t h e  books and take 
precedence- in c o n s t r u c t i o n  d i s p u t e s  (claims for materials 
furnished a n d / o r  services r e n d e r e d  to the State as directed. '•

Expedient solutions by a r b i t r a t i o n  or court a ction must 
not be bogged down through b u r e a u c r a t i c  rnanipul at ion of the 
a d m i m s t r a t  ive process.

In reality, to r educe t h e  S t a t e  budget it is necessary 
to e x punge archaic and inefficient statutes such as those 
listed above, which cost the S t a t e  m o r e  in personnel ant. 
endless  proce c u r e s  than a d e c i s i o n  of the court or that of an 
impartial arbitrator. The el i ruination of ad mi nistrat ive 
process would surely be met with strong o p p o s i t i o n  from the 
Attor n e y  G e n e r a l’s O f f i c e  and o t h e r  S t a t e  bureaucracy, those 
w ho profit most from the process.
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Senate State Affairs Committee
M a r c h  20, 1989

J a s o n  M. Rampton, D.M.D.
9711 T a k l i  Circle
E a g l e  River, A l a s k a  99577

D e a r  Jason:

T h a n k  y o u  for c o n t a c t i n g  m e  to e x press y o u r  s u p p o r t  for 
S J R  3, w h i c h  w o u l d  amend  the state c o n s t i t u t i o n  to a l l o w  
l e g i s l a t i v e  r epe al of regulations.

I a m  h a p p y  to r e port  that t h e  S e n a t e  S t a t e  A f f a i r s  
Committe e, w h i c h  I chair, a p p r o v e d  S J R  3 on M a r c h  17. The 
r e s o l u t i o n  n o w  goes to the J u d i c i a r y  C o m m i t t e e  for t h e i r  
consid e r a t i o n .  I s u p p o r t e d  the b i l l  in S t a t e  A f f a i r s  C o m m it tee 
and i n t e n d  to v o t e  for it w h e n  it r e aches t h e  S e n a t e  floor. W i t h  
15 of t h e  20 s e n ators as co-sponsors, I a m  c o n f i d e n t  S J R  3 will 
r e c e i v e  S e n a t e  approval. If a p p r o v e d  b y  t h e  H o u s e  as well, the 
c o n s t i t u t i o n a l  a m e n d m e n t  w o u l d  a p p e a r  b e f o r e  the v o t e r s  at the 
1990 g e n e r a l  election.

Jason, m y  e x p e r i e n c e  is t h a t  r e g u l a t i o n s  are n o t  always 
c o n s i s t e n t  w i t h  t h e  intent of t h e  law. I a b s o l u t e l y  agree that 
t h e  a d d i t i o n  of this p r o v i s i o n  t o  t h e  c o n s t i t u t i o n  is esse ntial 
t o  e n s u r e  t h a t  p o l i c y  conti nues t o  b e  set b y  t h e  l e g i s l a t i v e  
b r a n c h  a n d  p r o p e r l y  implemented b y  t h e  e x e c u t i v e  branch. Thanks 
for y o u r  support.

S / fin a to r  P a t  P o u r c h o tC h a i r m a nP P / s s
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M a r c h  7, 1989

S e n a t o r  Pat P o u r c h o t  

Box V
J u n e a u ,  AK 998'1 

D e a r  S e n a t o r  P o u r c h o t :

I am w r i t i n g  this l e t t e r  in s u p p o r t  of a p r o p o s e d  a m e n d m e n t  
to our S t a t e  C o n s t i t u t i o n  (see a t t a c h m e n t ) .  It w o u l d  g i v e  
the l e g i s l a t u r e  t h e  a b i l i t y  to repeal a d m i n i s t r a t i v e  

r e g u l a t  i o n .

My c o n c e r n  is o v e r  t h e  i s s u e  of l i c e n s u r e  by c r e d e n t i a l s  f o r
d e n t i s t s .  S e v e r a l  y e a r s  a g o  l e g i s l a t i o n  was p a s s e d  a l l o w i n g
q u a l i f i e d  d e n t i s t s  to be l i c e n s e d  t h r u  t h e  c r e d e n t i a l s  
p r o c e s s .  But the S t a t e  B o a r d  of Dental E x a m i n e r s  a l m o s t  
i m m e d i a t e l y  a d o p t e d  an e m e r g e n c y  r e g u l a t i o n  w h i c h  
s h o r t - c i r c u i t e d  t h i s  l e g i s l a t i o n .  As a r e s u l t  m a n y  
e x t r e m e l y  h i g h l y  q u a l i f i e d  d e n t i s t s  h a v e  b e e n  d e n i e d  d e n t a l  

l i c e n s e s  in the state. T h i s  is p r o t e c t i o n i s m  in the h i g h e s t  
d e g r e e .  The S t a t e  B o a r d  of Dental E x a m i n e r s  has a d o p t e d  a
r e g u l a t i o n  w h i c h  c l e a r l y  v i o l a t e s  the i n t e n t  of t h e  law.

I feel it is e x t r e m e l y  i m p o r t a n t  th a t  t h i s  a m e n d m e n t  be 
a d d e d  to our C o n s c i t u t i o n  as s o o n  as p o s s i b l e .
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co u n t i n g  purposes. However, t hese costs are based on the 
a s s u m p t i o n  that all candidates and issues w i l l  fit on three 
ba l l o t  cards, w h i c h  is the norm. It should be noted, 
h o w e v e r  that s h o u l d  the inclusion o f  this issue require a 
4th b a l l o t  to be printed, the c o s t  i n c r e a s e  would have to be 
c a l c u l a t e d  at 16 cents per b allot x a p p r o x i m a t e l y  320,000 
voters. The total cost of p r i n t i n g  the additional ballot 
card w o u l d  be $51.2.

U nder these c i r c u m s t a n c e s  the fiscal note w o u l d  be:

53.4

i



SENATE COMMITTEE REPORT

:OMMITTEE OF R E F E R R A L

Datfla oS: 5 -D AY N O T I C E  _________________
IN k c d ) R D A N C E  W I T H  U N I F O R M  R U L E  23

* * F I S C A L  NOTE(S) M U S T  BE A T T A C H E D  
I N  A C C O R D A N C E  W I T H  A S  2 4 . 0 8 . 0 3 5

2/2/89 
Mr. President:

F U R T H E R JUD
FIN

D A T E  T U R N E D  INTO O F F I C E

STATE AFFAIRS C o m m i t t e e  c o n s i d e r e d S S S J R  5

P r o p o s i n g  amendments to the C o n s t i t u t i o n  of the State of A l a s k a  amen ding 

p r o v i s i o n s  relating to the A l a s k a  perma n e n t  fund; e s t a b l i s h i n g  temporary 

provis i o n s  relating to d e d i c a t e d  funds, the A l a s k a  p e r m a n e n t  fund, etc 

a n d  re comm e n d e d :

y
r e p l a c e  w i t h  CS_______

[ ] a t t a c h e d  am endm e n t ( s )  and

s a m e  title 
[] n e w  title

[ ] l e t t e r  of i n t e n t  a d o p t e d

[ ] do p a s s

[ ] do n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n

i n d i v i d u a l  r e c o m m e n d a t i o n s  

[ ] f u r t h e r  r e f e r r a l  t o  _________

X

F I S C A L  NOTE(S) a t t a c h e d  [ ] zero 
[ ] a p p r o p r i a t i o n  n o  F N  a t t a c h e d

fiscal i m p a c t  
[ ] Gov. F N  i n t r o d u c e d  w /  bill

O T H E R  R E C O M M E N D A T I O N S

7 ^  - 7 l o

[ ] C o m m i t t e e  b a c k u p  a t t a c h e d
C h a ir m a n  s i g n a t u r e  a n d r e c o m m e n d a t io n



P F B I L L S . T X T
P E R M A N E N T  F U N D  BILLS IN S TATE A F F A I R S  C O M M I T T E E  2/22/89

S S S J R  5 C o n s t i t u t i o n a l  amendment: 50/30/20. a p p r o p r i a t i o n  
limit, and b u d g e t  s t a b i l i z a t i o n  fund CFAIKS)

S u s p e n d s  C o n s t i t u t i o n a l  p r o h i b i t i o n  a g a i n s t  d e d i c a t e d  funds to 
a l l o w  d e d i c a t i o n  of PF earnings:

50% d i v i d e n d s
30% i n f l a t i o n  p r o o f i n g
20% b u d g e t  s t a b i l i z a t i o n  fund

S u s p e n d s  C o n s t i t u t i o n a l  a p p r o p r i a t i o n  limit. E s t a b l i s h e s  a 1996 
li m i t  of $1.4 billion; l e g i s l a t u r e  to e s t a b l i s h  b y  l a w  l im its for 
p r e c e d i n g  years. R e v e n u e s  in excess of limit:

50% d e p o s i t  in PF
50% b u d g e t  s t a b i l i z a t i o n  fund

A l l o w s  for e x p e n d i t u r e  of up to 25% of b u d g e t  s t a b i l i z a t i o n  fund 
in a n y  y e a r  in w h i c h  r e v e n u e s  are less t h a n  e x p e n d i t u r e  limit.
(FY 92 51.8, FY 93 106.0, FY 94 162.5, etc.)

NOTE: ’le h a v e  on file th e f o l l o w i n g  runs:
Status Q u o  (mid-case p e r  B u d g e t  Summit)
40-30-30 ( d i v i d e n d s - i n f l a t i o n - b u d g e t  s t a b i l i z a t i o n  fund) 
50-25-25
50-30-20 (SSSJR 5 - l a r g e s t  impact is on i n f l a t i o n  p r o o f i n g  

w h i c h  is halved; PFDs c o n t i n u e  to g r o w  b u t  at a s m a ller  
rate a fter t h e  first few years; ensures a reserve, 
w h i c h  d i s a p p e a r s  u n d e r  the s tatu s quo)

S J R  18 C o n s t i t u t i o n a l  amendment: u s e  of income (HALFORD)
Incoitu shall b e  appropriated:

for d i v i d e n d s  as p r o v i d e d  b y  law 
to the p r i n c i p a l  of th e PF 
a d m i n i s t r a t i v e  costs  of the PF 
o ther p u r p o s e s  if a p p r o v e d  b y  v o t e r s

SB 69______ A d v i s o r y  vote: u s e  of e a r n i n g s  r e s e r v e  (FISCHER)
D i s t r i b u t e  b a l a n c e  in e a r n i n g s  r e s e r v e  account:

25% special d i v i d e n d  ($150m, $256 apiece)
25% to p r i n c i p a l  of PF ($150m)
50% general fund ($300m)

SB 79 A n n u a l  r e d u c t i o n s  in state b u d g e t  levels (FAIKS)
R e d u c e : 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)

I n t e n t  is t h a t  S J R  5 w o u l d  r e c e i v e  v o t e r  approval in N o v e m b e r
1990, and the  6.5% a n nual r e d u c t i o n s  w o u l d  c o n t i n u e  t h r o u g h  1996 
t o  get us to t h e  $1.4 b i l l i o n  level.



S J R 5 P 0 0 P .T X T

SS S J R  5 A M E N D M E N T S  T O  THE C O N S T I T U T I O N  R E L A T I N G  TO THE
P E R M A N E N T  FUND, THE E X P E N D I T U R E  LIMIT, A N D  A  B UDGET 
S T A B I L I Z A T I O N  FUND

N O T I F I E D

S E N A T O R  F A I K S , S P O N S O R  (CHERYL)

M A R Y  HALLORAN, O.M.B.

J I M  KELLY, P E R M A N E N T  F U N D  

L I N D A  EDGEWORTH, E L E C T I O N S

I R V I N  JONES, DEPT. R E V E N U E S  (IF Q U E S TIONS ON DIVIDENDS)

F.Y.I.

E S T A B L I S H E S  B A S I C  S E R VICES B U D G E T  L E V E L  O F  $1.4 M I L L I O N  F O R  FY" 
96. FAIKS' M E M O  E X P L A I N S  R A T I O N A L E  (BASED O N  O T H E R  STATES W I T H  
A N  A D J U S T M E N T  F O R . A L A S K A ' S  C O S T  OF LIVING) —  T H E  A M O U N T  IS IN 
T O D A Y 'S DOLL2&S. S H O U L D  IT BE I N F L A T I O N  A D J U S T E D  F OR 6 YEARS 
F R O M  NOW?

C O N C E P T  IS T O  A L L O W  E A R N I N G S  R E S E R V E  T O  BE S PENT O N  G E N E R A L  
B U D G E T  NEEDS ~  IT'S C A L L E D  ''BUDGET S T A B I L I Z A T I O N "  A N D  THE A M O U N T  
T H A T  C AN BE S P E N T  E A C H  Y E A R  IS LIMITED, BUT SOME W I L L  BE S P E N T  TO 
B A L A N C E  THE B U D G E T  E A C H  Y E A R  A T  LEAST T H R O U G H  1996.

P E R  FAIKS, W H E N  C O N S T I T U T I O N A L  STUFF IS A U T O M A T I C A L L Y  R E P E A L E D  IN 
1996, THE B U D G E T  S T A B I L I Z A T I O N  FUND W I L L  BE A V A I L A B L E  F O R  
WHATEVER. T H E  B A LA NCE W I L L  BE O V E R  $1 BILLION. W H A T ' S  T H E  POINT 
OF A N O T H E R  SAVI NGS A C C O U N T ?  W I L L  IT BE AS P O L I T I C A L L Y  H A R D  TO 
S P E N D  AS THE EARN INGS R E S E R V E  A C C O U N T  IS NOW?

IT A P P E A R S  T H A T  E V E N  W I T H  B U D G E T  R E D U C T I O N S  (FAIKS P R O P O S E D  6.5% 
P E R  YEAR) A N D  THE B U D G E T  S T A B I L I Z A T I O N  F U N D  O U R  B U D G E T  W I L L  NOT 
B A L A N C E .

E F F E C T S  P E R  P E R M A N E N T  F U N D  CORP. VS S TAT US QUO:
R E D U C E D  RATE OF G R O W T H  IN FU ND P R I N C I P A L  (IN 1996, 13,064 

M I L L I O N  VS. 14,962 MILLION).
IN TURN, LESS I NCOME (IN 1996, 1,225 M I L L I O N  VS. 1,335

MILLION) A N D  S M A L L E R  I N F L A T I O N - P R O O F I N G  T R A N S F E R S  (IN 
1996, 368 M I L L I O N  VS. 720 MILLION).

DIVIDENDS W O U L D  BE L A R G E R  F O R  F I R S T  3 YEARS A N D  T H E R E A F T E R  
W O U L D  A L W A Y S  BE S M A L L E R  (IN 1996, $938.08 VS. $951.40)
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SJR 5 A M E N D M E N T S  T O  THE C O N S T I T U T I O N  R E L A T I N G  T O  T H E  
P E R M A N E N T  FUND, E X P E N D I T U R E  LIMIT, A N D  B U D G E T  
S T A B I L I Z A T I O N  FUND

N O T I F I E D

S E N A T O R  FAIKS, S P O N S O R  (CHERYL) 

M A R Y  H A L L O R A N / J A C K  F A R G N O L I , O.M.B.

F.Y.I.

C O M M I T T E E  SUBSTITUTE:

D E L E T E  $1.4 B I L L I O N  A P P R O P R I A T I O N  LIMIT; INSTEAD, L I M I T  IS 
P R I O R  YEAR'S L E V E L  A D J U S T E D  F O R  I N F L A T I O N

E X P E N D I T U R E  L I M I T  C A N  BE O V E R R I D D E N  W I T H  2/3 V O T E  O F  E A C H  
H O U S E  (ORIGINAL P R O P O S A L  W AS 3/4)

R E V E N U E S  W I T H I N  E X P E N D I T U R E  L I M I T  T H A T  A R E N ' T  
A P P R O P R I A T E D  G O  TO T H E  P E R M A N E N T  FUND

O.M.B. C O N C E R N E D  A B O U T  L A N G U A G E  IN S E C T I O N  1: "TRUST" A N D
"PRUD E N T  I N V E S T O R  RULE". P E R  J I M  KELLY, DAVE R O S E  R E Q U E S T E D  THIS 
L A N G U A G E  —  P E R M A N E N T  F U N D  B O A R D  H A S N ' T  T A K E N  A  P O S I T I O N  ON IT.

SB 79 WAS FAIKS' C O M P A N I O N  B I L L  T H A T  SET I N  S T A T U T E  A N N U A L  BUDGET 
REDUCTIONS. C.S. M A K E S  IT MOOT.
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D i s t r i b u t i o n  o f  P e r m a n e n t  F u n d  E a r n i n g s

a n d

E x p e n d i t u r e  R e d u c t i o n  P l a n  

T I M E F R A M E

FY 90 and FY 91 Implementation through statute change
November, 1990 General Election for Constitutional Amendment
July 1, 1991 Effective Date for Constitutional Provisions
June 30,1996 Constitutional Amendment sunsets
Distribution of Permanent Fund Earnings
— Provides for distribution of Permanent Fund Earnings:

50% to Dividends
30% to Redeposit in Principal of the Fund for inflation proofing 
20% to Budget Stabilization Fund

Basic Services Budget Level
— Establishes a Basic Services Budget level of $1.4 billion which will be 
achieved by FY 96.
Expenditure Reduction Plan
- Statute specifies there will be a 6.5% reduction in unrestricted general 
fund expenditures in FY 90 and FY 91. Upon voter approval of 
Constitutional amendment, the Legislature would establish percent 
reductions which will be necessary to achieve the Basic Services Budget 
level of $1.4 billion. The target reductions will become the Expenditure 
Limit for that fiscal year.
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— Expenditure Limit can be exceeded by:
3/4 vote of each House 
Voter approval
Appropriations to meet a state natural disaster

— Revenues which exceed the Expenditure Limit, shall be distributed:
50% to Permanent Fund 
50% to Budget Stabilization Fund

Budget Stabilization Fund
— Establishes the Budget Stabilization Fund which will consist of revenues in 
excess of Expenditure Limit. When revenues are less than the Expenditure 
Limit's ceiling, up to 25% of the Budget Stabilization Fund can be used.
Sunset Provision
All provisions of the Constitutional amendment would sunset at the end of 
Fiscal Year 1996. Voters would then have the opportunity to determine 
disposition of the balance in the Budget Stabilization Fund.

The. .Result
If FY 89 is the base year, and if there is a 6.5% reduction each fiscal year 
from FY 90 through FY 96, by the end of FY 96, the balance in the 
Budget Stabilization Fund would be over $1 billion. By FY 96, the 
state's budget would coincide with the level of projected revenues. 
And because of the sunset provision, Alaskans would have the opportunity to 
determine how the Budget Stabilization Fund is spent, such as forward 
funding of education or nearly the state's entire budget.
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Senate

"E R P " and  "50-30-20"
Sponsor Substitute for Senate Joint Resolution 5 is a Constitutional 
amendment which will amend Alaska's constitution to provide for 
the distribution of Permanent Fund earnings and establish a means 
of. reducing the state’s expenditures.
SS SJR 5 will:

• Provide a mechanism to allow Alaskans to have a role in 
deciding the use of Permanent Fund earnings;
• Establish an Expenditure Limit to be achieved through an 
Expenditure Reduction Plan (ERP) by which the state can begin 
to reduce state spending so that by FY 96, the state will achieve 
a level of spending which, based on projected state revenues, 
could be supported;
• Establish the Budget Stabilization Fund which will consist of 
20% of each year's Permanent Fund earnings and 50% of 
revenues exceeding that which can be spent under the 
Expenditure Limit. The other 50% in excess revenues will be 
deposited in the Permanent Fund;
• Sunset in 1996 so Alaskans can decide if the amendment’s 
provisions should continue and give Alaskans the opportunity 
to decide what to do with the balance in the Budget 
Stabilization Fund when it sunsets. Based on projected 
earnings and revenues, the Fund would grow to over $2 billion.

Why ERP?
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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 47%.
Alaska’s per capita spending of $7,407 is nearly five times the 
national average. It is 2 1/2 times that of its nearest rival, the state 
of Wyoming. The number of state and municipal employees is 770 
per 10,000 in population; this compares to the national average of 
492 per 10,000.
In the last three fiscal years, appropriations for the operating and 
capital budgets have exceeded projected revenues by over $1.5 
billion. One time funds have been used to artificially prop up the 
state's level of spending. With these one-time sources nearly 
exhausted, it is now necessary to take steps to implement an 
Expenditure Reduction Plan in order to attain a level of spending 
which has a relationship to state projected revenues.

Basic Services Budget
SS SJR 5 establishes a Basic Services Budget level of $1.4 billion to be 
achieved by FY 96.
/
The amount is based on the following:
If the State of Alaska spent the U. S. per capita amount of $1,550.08, 
plus 16% for cost-of-living differences, the state's 1986 expenditures 
would have been $944,485,920 (these numbers are from the 1988- 
1989 "The Book of the States"). If the State of Alaska had spent the 
U.S. per capita average of state and local governments combined, 
Alaska's tota! 1986 expenditure would have been $1,553,338,500. 
Add 16% cost-of-living adjustment and Alaska would have spent 
$1,801,872,660.
Although state government in Alaska accounts for a higher 
proportion of total combined state and local government spending 
than any other state, it does not carry the entire state-local 
expenditure burden. In 1986 the state was responsible for 68.5%.



Adjusting the $1.8 billion by 68.5%, a "Basic Services Budget" for 
Alaska in 1986 would have been $1,234,282,772. In today's dollars, 
assuming a 10% increase in the costs of government since 1986, a 
"Basic Services Budget level" would be $1,357,711,049. This is the 
basis for the $1.4 billion ERP target.
How ERP Would Work
The Constitutional amendment would go before voters in November, 
1990. If approved, FY 92 would be the first fiscal year to which its 
provisions would apply. In conjunction with SS SJR 5, I have also 
introduced Senate Bill 79, also pending in your committee. This 
legislation requires a 6.5% reduction in spending for FY 90 and 91 
from the current year's level of spending.
The Result
If FY 89 is the base year and 20% of 1989 Permanent Fund earnings 
are deposited in a Budget Stabilization Fund or reserve account, and 
if there is a 6.5% reduction in expenditures each fiscal year from FY 
90 through FY 96, the balance in the Budget Stabilization Fund 
when it sunsets on June 30, 1996 would be $1,051,500,000. This 
amount would be nearly enough to forward fund the state's entire 
budget or forward fund certain elements such as education and the 
University.



Senator Jan Faiks - December, 1988
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Senate

S e c t io n a l  A na lys is

Sponsor Substitu te 
Senate Joint Resolution 5

P ropos ing  amendments to the Constitu tion o f  the State 
o f  A laska am end ing prov isions re la ting  to the A laska 

P e rm an en t F u n d ;  e s tab l ish ing  temporary p rov is ion s re la t in g  
to dedicated fu n d s , the A laska pe rm anen t f u n d ;  the 

expenditure lim it, and  the budget s tabilization f u n d ;  and  
suspend ing the opera tion o f  prov is ions re la t ing  to 
dedicated fu n d s , the A laska pe rm anen t fund , an d  the

ap p ro p r ia t io n  l im it

Amends the Alaska Permanent Fund section of the Constitution by 
adding:

"The fund is established as a trust on behalf of all the 
presidents of the State and its principal shall be invested 
in accordance with the prudent investor rule"

This is the current philosophy of the Fund's investments as 
established in statute. By amending the Constitution, it ensures that 
the Fund's investment policies will always be guided by this 
approach.

Amends the Constitution by adding the following new sections:

Section 1.

Section 2.
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Section 29. DEDICATED FUNDS.
(a) Suspends current constitutional provisions from July 1, 1991 - 
June 30, 1996.
(b) Allows dedication of funds to the Permanent Fund, dedication of 
its earnings, and dedication to the Budget Stabilization Fund.
Section 30. ALASKA PERMANENT FUND.
(a) Suspends current constitutional provisions from July 1, 1991 - 
June 30, 1996.
(b) This section is the same as the current constitutional provision 
regarding the percentage of royalties going into the Permanent Fund 
except that it deletes the following sentence: "All income from the 
permanent fund shall be deposited in the general fund unless 
otherwise provided by law". It also adds the new language regarding 
prudent investor rule as specified in Section 1.
(c) Provides that the income from the Permanent Fund shall be 
distributed as follows:

(1) 50% to be used for dividends;
(2) 30% to be added back into the principal
(3) 20% to the Budget Stabilization Fund

Section 31. EXPENDITURE LIMIT.
(a) Suspends the current Constitutional Appropriation Limit from 
July 1, 1991 through June 30, 1996
(b) Establishes an Expenditure Limit requiring that by FY 96, state 
appropriations will be $1.4 billion. Beginning with the FY 92 budget, 
the Legislature is required by law to establish the Expenditure Limit
for each fiscal year so that the FY 96 budget level can be achieved.
Excluded from the Expenditure Limit are:

• Appropriations to the Permanent Fund and dividends;
• Appropriations to the Budget Stabilization Fund;
• Appropriations to meet a natural disaster
• Revenue bond proceeds



• Money received from a non-State sources in trust
(c) The Expenditure Limit can be exceeded by a three-fourths vote 
of each House or by voter approval. If expenditures taken to the 
voters are for capital projects, voters shall be informed of the 
projects' operating and maintenance costs.
(d) 50% of the revenues above the Expenditure Limit and which are 
not appropriated shall be deposited in the Permanent Fund and the 
remaining 50% deposited in the Budget Stabilization Fund.
Section 32. BUDGET STABILIZATION FUND.
(a) Section applies July 1, 1991 through June 30, 1996
(b) Provides for deposit of Permanent Fund earnings and 50% of 
revenues not available for appropriation into the Budget Stabilization 
Fund. Permits additional appropriations to the fund.
(c) The Fund shall be invested and its earnings retained.
(d) If revenues in a fiscal year are less than the level of 
appropriation permitted under the Expenditure Limit for that year, 
up to 25% of the balance of the Budget Stabilization Fund can be 
used, not to exceed that year's Expenditure Limit.
(e) Provides for additional appropriations above the Expenditure 
Limit to meet a state disaster declared by the Governor.
Section 33. REPEAL.
Repeals all but Section 1 on July 1, 1996.

Provides that these amendments shall be placed before the voters at 
the next general election.
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Fe b ru ary 2, 1989

S e n a t o r  J a n  Faiks
Chair, Senate J u d i c i a r y  Commi ttee

Sc Lia:

A n a l y s i s  of Variations of S J R  5

J i m  Kel ly 
R e s e a r c h  & Liaison O f ficer

A t t a c h e d  are seven financial projec t i o n s  p r e p a r e d  b y  the A laska 
P e r m anent Fund C o r p o r a t i o n  at your request.

F i n a ncial  P r o j e c t i o n  #1: This is the s tatus quo case as of
De c em ber 31, 1988 - b u t  using the M i d  Case D e p a r t m e n t  of R e venue 
p o p u l a t i o n  a n d  r e ve nue forecasts, inc luding the r e v e n u e  consensus 
numbers a g r e e d  upon b y  the Budget S umm it for fiscal years 1989-90. 
It p r o v i d e s  the Mid Case b e n c hmark against which  to c o mpar e and 
contr a s t  any changes to current law.

F i n a ncial P r o j e c t i o n  #2: This pr ojec t i o n  d e picts  the M i d  Case
impacts of p a s s a g e  of SJR 5, but wi th one change from the prop osed 
legislation: capital gains w o u l d  be t r e a t e d  no d i f f e r e n t l y  than any 
other net income. Otherwise, it makes this change to the status 
quo for fiscal years 1992 - 1996: (1) on J u n e  30 of each year, all 
net income w o u l d  be d i s t r i b u t e d  40% to dividends, 30% to principal 
to h e l p  o ffset inflation, and 30% to the Budget S t a b i l i z a t i o n  Fund.

i
You will n o tice there is a column added to d ep ict the total 
cumula t i v e  fiscal y e a r - e n d  balance of the Budget S t a b i l i z a t i o n  
Fund, and a n o t h e r  to d epict 25% of that balance. It is the 
Corpor a t i o n ' s  u n d e r s t a n d i n g  that the latter column reflects the 
amounts a v a i l a b l e  for appropriat ion wh en revenues are less than the 
"expenditure limit" level allowed under SJ R 5

Summary A n a l y s i s  of Impact: Compared to the M i d  Case status quo, 
adoption of the above changes wo uld cause a r e duced rate of growth 
in Fund principal. T h e  smaller principal would, in turn, p r o d u c e  
less income and s m aller i n f lation-pro ofing transfers. The 
d i s t r i b u t i o n s  to the Budget S t a b ilization Fund, of course, w o u l d  be 
larger.



The d i v i d e n d  d i s t r i b u t i o n s  and p e r  c apita d i v i d e n d s  w o u l d  continue 
to grow larger u n d e r  the p r o posed changes, a l t h o u g h  at a reduced 
level c o m p a r e d  to the status quo. F or e x ample in FY 92, the first 
y e a r  in w h i c h  the p r o posed changes w o u l d  be implemented, per capita 
d i v i d e n d s  w ould be reduced from $770.21 u n d e r  the status quo to

S e n a t o r  J a n  F a i k sF e b r u a r y  2 ,  1 98 9P a g e  2

F i n a n c i a l  P r o j e c t i o n  #2A: This p r o j e c t i o n  is identical to #2
above, e xce pt it assumes the changes w o u l d  c o n tinue t h r o u g h  the 
y e a r  2005.

F i n a n c i a l  P r o j e c t i o n  #3: This is identical to #2 above, except it 
w o u l d  d i s t r i b u t e  net income 50% to dividends, 25% to inflation- 
proofing, and 25% to the Budget S t a b i l i z a t i o n  Fund.

Su m m a r y  A n a lysis of Impact: Compared to the Mid Case status quo, 
a d o p t i o n  of the above changes w o u l d  also c a u s e  a r e d u c e d  rate of 
g r o w t h  in Fund principal. (The reduc t i o n  in #3 is g r e a t e r  than in 
#2 b e c a u s e  of the lower inflation - p r o o f i n g  transfers.) The smaller 
pr i n c i p a l  would, in turn, produce less income and s m a l l e r  
di s t r i b u t i o n s  to the Budget S t a biliz ation Fund than #2.

Th e  d i v i d e n d  d i s t r i b u t i o n s  and per capita d i v i d e n d s  w o u l d  be larger 
th a n  t h e  status quo for the first thr ee years of the n e w  program, 
and t h e r e a f t e r  w o u l d  always be small er than t h e  status quo. For 
ex a m p l e  in FY 92, the first year in w h i c h  the p r o p o s e d  changes 
w o u l d  b e  implemented, p e r  capita d i v i dend s w o u l d  be increased from 
$770.21 u n d e r  the status quo to $856.04.

For y o u r  information, a ccording to the status quo d i v i d e n d  formula, 
d i v i d e n d s  are p r o j e c t e d  to equal the foll o w i n g  percen t a g e s  of 
annual net income:

Th e  h i g h  rates in 89 and 90 are due to the impact of the billion 
d o l l a r - p l u s  earnings years of 86 and 87 on th e fiv e-year 
"averaging" com put a t i o n  in the curre nt formula.

Fi n a ncial P r o j e c t i o n  #3A: This p r o j e c t i o n  is identical to #3
above, except it assumes the changes w o u l d  c o n t i n u e  through the 
y e a r  2005.

F i n a ncial P roject ion #4: This is identical to #2 above, except it 
w o u l d  d i s t r i b u t e  net income 50% to dividends, 30% to inflation- 
proofing, and 20% to the Budget S t a b i l i z a t i o n  Fund.

$679.14

* 56% in FY 89
* 58% in FY 90
* 48% in FY 91
* 45% in FY 92

45% in FY 93 
46% in FY 94 
46% in FY 95 
47% in FY 96

S u m m a r y  Analysis of Impact: Compared to the Mid Case status quo, 
a d o p t i o n  of the above changes would h a v e  the same e ffect on the



g rowth in Fund principal, the p r o d u c t i o n  of net income and the 
amounts of future i n f l a t i o n - p r o o f i n g  t r a n s f e r s  as #2. The 
d i s t r i b u t i o n s  to the Budget S t a b i l i z a t i o n  Fund w o u l d  be the 
s m a llest of any of t h e  scenarios, except, of course, the status 
quo.

Like #3, the d i v i d e n d  d i s t r i b u t i o n s  and p e r  capita d i v i d e n d s  w o u l d  
be l a r g e r  than t h e  s t atus quo for the first t hr ee years of the new 
program, and thereafter w o u l d  always b e  smaller t han the status 
quo.

Finan c i a l  P r o j e c t i o n  #4A: This p r o j e c t i o n  is identica l to #4
above, e xcept it assumes th e change s w o u l d  c o n t i n u e  t h r o u g h  the 
y e a r  2005.

C O M P A R I S O N  O F  M I D - C A S E  STATUS Q U O  A N D  P R O J E C T I O N  #2

1. How w o u l d  the p r o p o s e d  changes a f f e c t  the g r owth of Fund 
p rincipal?

S t a t u s  Quo Cha nges Difference
J u n e  30, 1989: 9,120 9,120 -0-
J u n e  30, 1996: 14,962 13,064 (1,898)

2. How w o u l d  th ey a f fect t h e  level of F u n d  n e t  income p r o duced in 
the future?

S t a t u s  Quo C h a n g e s  Difference
Fiscal 1989: 818 818 -0-
Fiscal 1996: 1,335 1,225 ( H O )

i
3. H o w  w o u l d  t h e y  affect total divid end d i s t r i b u t i o n s  (in 
m i l l i o n s ) , and the amounts of annual p e r  capita d ivide n d s ?

D i v i dend Distri b u t i o n s

S tatus Quo C h a n g e s  D ifferenc e
J u n e  30, 1989: 457 457 -0-
J u n e  30, 1996: 621 490 (131)

Per Capit a Dividend Payments

C a l e n d a r  1 9 8 9 :C a l e n d a r  1 9 9 6 : S t a t u s  Q uo$ 8 0 0 . 6 09 5 1 . 4 0 C h a n g e s
$800.60
743.79

Difference
-0-

(207.61)
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4. H o w  w o u l d  they a f f e c t  infl at i o n - p r o o f i n g  transfers?

S tatus Quo Changes Differ ence
J u n e  30, 1989: 351 351 -0-
J u n e  30, 1996: 720 368 (352)

5. H o w  w o u l d  they a f f e c t  amounts a v a i l a b l e  for d i s t r i b u t i o n  to the 
Budget S tabil i z a t i o n  Fund?

Status Quo C h a nges Diff erence
J u n e  30, 1989: -o- -o- -o-
J u n e  30, 1996: -0- 368 368

COMPAR ISON O F  M I D - C A S E  STATUS QUO AND P R O J E C T I O N  #3

1. H o w  w o u l d  the p r o p o s e d  changes a ffect the grow th of Fund 
pr i n c i p a l ?

Status Quo Changes D ifference
J u n e  30, 1989: 9,120 9,120 -0-
j u n e  30, 1996: 14,962 12,769 (2,193)

2. H o w  w o u l d  they a f f e c t  the level of Fund net income p r o d u c e d  in 
the future?

St a t u s  Quo Changes Differ e n c e
Fiscal 1989: 818 818 -0-
Fiscal 1996: 1,335 1,204 (131)

3. H o w  w o u l d  they a f f e c t  total d i v i d e n d  d i s t ributions (in 
m i l l i o n s ) , and the a m o u n t s  of annual p e r  c a pita dividend s?

Di v id end D i s tributions

Status  Quo Changes Differ e n c e
J u n e  30, 1989: 457 457 -0-
J u n e  30, 1996: 621 602 (19)

Per C apita Dividend  Payments

C a l e n d a r  1 9 8 9 :C a l e n d a r  1 9 9 6 : S t a t u s  Q u o$ 8 0 0 . 6 09 5 1 . 4 0 Changes 
$800.60 
920.95

D i f f e r e n c e
-0-
(30.45)
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4. H o w  w o u l d  they a f f e c t  i n f l a t i o n - p r o o f i n g  trans fers?

J u n e  30, 1989: 
J u n e  30, 1996:

S t a t u s  Q u o  
351 
720

Changes
351
301

Diffe r e n c e
-0-
(419)

5. H o w  w o u l d  they a f f e c t  amounts a v a i l a b l e  for d i s t r i b u t i o n  to t h e  
Budget' S t a b i l i z a t i o n  Fund?

J u n e  30, 1989: 
June 30, 1996:

S t a t u s  Quo 
-0- 
-0-

Changes
-0-
301

D i f f e r e n c e
-0-
301

C O M P A R I S O N  OF M I D - C A S E  STATUS QUO A N D  P R O J E C T I O N  #4

1. H o w  w o u l d  the p r o p o s e d  changes a f f e c t  the g r o w t h  of Fund 
p r i n c i p a l ?

J u n e  30, 1989: 
J u n e  30, 1996:

S t a t u s  Quo 
9,120 

14,962

Changes 
9,120 

13,064

D iffer e n c e
-0-

(1,898)

2. H o w  w o u l d  the y a ffect the level of Fu nd net income p r o d u c e d  in 
t he future?

Fiscal 1989: 
Fiscal 1996:

S t a t u s  Quo 
818 

1,335

Changes
818

1,225

D iffer e n c e
-0-
(110)

3. H o w  w o u l d  t h e y  a f fect total d i v i d e n d  d i s t r i b u t i o n s  (in 
m i l l i o n s ) , and the a m o u n t s  of annual p e r  c a p i t a  div idends?

J u n e  30, 1989 
J u n e  30, 1996:

C a l e n d a r  1 9 8 9C a l e n d a r  1 9 9 6

D i v i d e n d  D i s t r i b u t i o n s

S t a t u s  Quo 
457 
621

Changes
457
613

Per C ap ita Dividen d PaymentsS t a t u s  Q u o$ 8 0 0 . 6 09 5 1 . 4 0 Changes 
$800.60 
938.08

Differ e n c e
-0-
(8)

D i f f e r e n c e
-0-

(13.32)
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4. How w o u l d  they a ffect inflation -proofing transfers?

J u n e  30, 1989: 
J u n e  30, 1996:

S t atu s Quo 
351 
720

Changes
351
368

Diffe r e n c e
-0-
(352)

5. How w o u l d  they affect amounts avai lable for d i s t r i b u t i o n  to the 
Budget Stabili zation Fund?

Fo r  Your Information: T h e s e  projec t i o n s  are based on a c e r t a i n  set
of b a s i c  assumptions; t h e  numbers shown on these sheets w o u l d  
change if different a ss umptions w e r e  uged. The assump t i o n s  u s e d  in 
the p r e p a r a t i o n  of each p rojectio n are l i st ed at the b o t t o m  of each 
p r o j e c t i o n  sheet, and e x p l aine d herein.

It is t h e  Corporation's p o l i c y  to u s e  c o n s e r v a t i v e  a s sumptions 
w h e r e v e r  possible. Thus, the Fund's l o n g - t e r m  rate of r e t u r n  is 
p r o j e c t e d  to average 3% p e r  year a fter inflation; long-t erm 
in f l ation is projected to average 6% p e r  year; and the a s s u m p t i o n s  
for numbers of future d i v i d e n d  recipients and amounts o f  future 
d e d i c a t e d  State oil r e v enues  are taken from the D epartm ent of 
Re v e n u e ' s  m o s t  recent "low case" forecast.

PLEASE N O T E  THAT THE C O R P O R A T I O N  N E I T H E R  SUPPORTS NOR O P P O S E S  A N Y  
P R O POSED CHANGES TO THE CURRE NT USE OF FUND EARNINGS, E X C E P T  AS 
THEY M A Y  RELATE T O  THE P R O P E R  EXER CISE O F  THE TRUSTEES' F I D U C I A R Y  
RESPON S I B I L I T I E S  AS R E Q U I R E D  UN DER THE P R U D E N T  INVESTOR RULE.

J u n e  30, 1989: 
J u n e  30, 1996:

Status  Quo 
-0- 
-0-

Changes
-0-
245

D i f f e r e n c e
-0-
245



A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n
F INANC IAL PROJECTIONS 

(in millions)as of Deceeber 31, 1913 PRINCIPAL INCONE
Dedicated InflationFY Begin Appro- State Inflation FY End ProofingFY Balance priations Revenues* Proofing Balance Shortfi78 54 5479 54 84 13980 139 344 48381 483 900 385 1,76982 1,769 800 401 2,96983 2,969 400 421 231 4,02184 4,021 300 366 151 4,83885 4,838 300 368 235 5,74186 5,741 323 216 6,28187 6,281 1,264 171 148 7,86488 7,864 418 303 8,58589 8,585 184 351 9,12090 9,120 190 466 9,77691 9,776 161 596 10,53392 10,533 169 642 11,34493 11,344 172 691 12,20694 12,206 170 743 13,11995 13,119 164 797 14,08096 14,080 162 720 14,962 13497 14,962 161 757 15,879 15198 15,879 158 801 16,838 16199 16,838 152 848 17,837 1720 17,837 147 896 18,881 1831 18,881 143 947 19,971 1942 19,971 134 1,000 21,105 2063 21,105 128 1,055 22,288 2194 22,288 120 1,112 23,520 2325 23,520 111 1,172 24,803 246Cuiulative Fotals: 3,964 5,960 14,879 24,803 1,898

Distributions ReservesNet Per Capita Inflation General Add FY EndIncose Dividends Dividends** Proofing Fund (Delete) Balance FY2 1 738 7 h32 12 12 50150 28 28 59 59 81368 71 U. 000.00 71 185 244 32471 108 $386.15 231 110 no 354 33530 175 $331.29 151 203 557 34658 217 $404.00 235 206 763 scW1,021 303 $556.26 2l6 501 1,264 861,069 391 $708.19 148 529 529 37789 424 $826.93 303 62 591 S8818 457 $800.60 351 10 601 S9818 475 $813.18 466 ( 122) 480 90974 471 $790.21 596 ( 93) 387 911,037 468 $770.58 642 ( 74) 313 921,107 499 $806.59 691 ( 83) 230 931,180 537 $852.75 743 ( 100) 130 941,256 583 $909.77 797 ( 124) 6 951,335 621 $951.40 720 ( 6) 861,418 661 $994.22 757 971,504 703 $1,037.94 801 8S1,594 746 $1,081.98 848 891,688 792 $1,126.77 S96 01,786 839 $1,172.48 947 A1,888 888 $1,218.83 1,000 >1,995 940 $1,265.99 1,0552,106 994 $1,310.84 1,112 i2,222 1,050 $1,359.43 1,172 s29,824 13,452 $21,476.38 14.879 229::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::ASSUMPTIONS: 4.00? Inflation Rate FY 89 5.00? Inflation Rate FY 90 * SOURCE: Alaska Departsent of Revenue. 9.011 Rate of Return FY 89 8.00? Rate of Return FY 90 Revenue .Hid Case Forecast - Noveitber 19S82/1/89STATUS QUO EXCEPT 6.00? Inflation Rate FY 91-05HID CASE REVENUE FORECAST 9.00? Rate of Return FY 91-05 *' SOURCE: Population Projections Fro*(WITH BUDGET SUMMIT REVENUE CONSENSUS NUMBERS FOR FY 89-90) Revenue Hid Case Forecast - S'ovesOer 19S8



ALASKA PERHANENI fUXD COPFORAtlON
financial Projections (in ail I ions)

as of Oecetber 31, 1988
PRINCIPAL

Dedicated

IHCCMEDistributions Reserves FY End BalanceInflation Budget Budget 251 of BudgetFY Begin Appro­ State Inflation FY End Proofing Net Per Capita Inflation General Stabilization Add FY End Stabilization StabilizationFY Balance priations Revenues1 ProofingBalance Shortfall Incoie DividendsDividends” Proofing Fund Fund (Delete) Balance FY Fund Fund
78 54 54 2 1 7879 54 84 139 8 7 7980 139 344 483 32 12 12 8081 483 900 385 1,769 150 28 28 59 59 8182 1,769 800 401 2,969 368 71 11,000.00 71 185 244 8283 2,969 400 421 231 4.021 471 108 1386.15 231 110 no 354 8384 4,021 300 366 151 4,838 530 175 1331.29 151 203 557 8485 4.838 300 368 235 5,741 658 217 1404.00 235 206 763 8586 5.741 323 216 6,461 1,021 303 1556.26 216 501 1,264 8687 6.281 1,764 171 148 7,864 1,069 391 1708.19 148 529 529 8788 7,854 418 303 8,585 789 424 1826.93 303 62 591 88
89 8.585 184 351 9,170 818 45? 1800.60 351 10 601 89
90 9,120 190 466 9,776 818 475 1813.18 466 ( 122) 480 9091 9,776 161 596 10.533 974 471 1790.21 596 ( 93) 387 9192 10.533 169 311 11,013 331 1,037 415 1679.14 311 311 387 92 311 7893 11.013 172 325 11,509 346 1,082 433 1695.70 325 325 387 93 636 15994 11.509 170 339 12,018 362 1,129 452 1711.95 339 339 387 94 975 24495 12.018 164 353 12,535 378 1,177 471 1728.06 353 353 387 95 1,328 33296 12.535 162 368 13,064 394 1,225 490 1743.79 368 368 387 96 1.695 42497 13.064 161 794 14,018 1,275 618 1927.72 794 ( 137) 250 97 1,695 42498 14.018 158 851 15,026 1,352 647 1952.00 851 ( 145) 105 98 1,695 42499 15,026 152 911 16,089 1,433 573 >822.37 911 < 51) 54 99 1.6S5 4240 16.089 14? 971 17,208 3 1,528 611 1861.11 971 ( 54) 0 1,695 4241 17,208 143 977 18.328 64 1,628 651 1901.06 977 1 1,695 4242 18,328 134 1,040 19,502 68 1,734 693 1941.81 1,040 2 1,695 4243 19.502 128 1.106 20,735 71 1,844 738 $983.67 1,106 3 1,695 4244 20,735 120 1.176 22,031 75 1,960 784 >1,023.37 1,176 4 1.695 4245 22.031 111 1,249 23,391 80 2,082 833 $1,066,85 1,249 5 1,695 424
Cuiulative Totals: 3,964 5,960 13,467 23,391 2,172 28,194 11,540 $18,655.41 13,467 229 1,695 1,695 424

FY
787980 81 82838485
86 87

89
90919293949596979899 
0 
1 
2345

ASSUMPTIONS: 4.001 Inflation Rate FV 89.....................  9.011 Rate of Return FY 892/2/89fR0H FY 92-96, ALL NE1 INCOHE DIS1RI6UIED 401 10 DIVIDENDS, 301 10 INFLATION-PROOFING,AND 301 10 BUDGET STABILIZATION fUND

5.001 Inflation Rate FY 908.001 Rate of Return FY 90
6.001 Inflation Rate FY 91-059.001 Rate of Return FY 91-05

* SOURCE: Alaska Departient of RevenueRevenue Nid Case Forecast - Noveiber 1988(Kith Budget Sumit Revenue Consensus Nuibers for FY 89-90)** SOURCE: Population Projections FroiRevenue Nid Case Forecast - Noveiber 1988



ALASKA PERK,WENT FUND CORPORATION
Financial Projecticns (in Bill ion?)

as of Dccciber 31. 1083

FV Begin Appro-

PRINCIPAL

Dedicated State Inflation FV End

INCOHEDistributions ReservesInflation Proof in? Net Per Capita Inflation Budget General Stabilization
FY End Balance

Add FY End BudgetStabilization 251 of Budget StabilizationFY Balance priations Revenues ProofingBalance Shortfall Incoie DividendsDividends" Proofing Fund Fund (Delete) Balance FY Fund Fund FY
78 54 54 2 1 78 7679 54 84 139 8 7 79 7980 139 344 483 32 12 12 80 8081 483 900 385 1,769 150 28 28 59 59 81 8182 1,769 800 401 2,969 368 71 11,000.00 71 185 244 82 8283 2,969 400 421 231 4,021 471 108 1386.15 231 110 110 354 83 8384 4,021 300 366 151 4,838 530 175 1331.29 151 203 55? 84 8485 4,838 300 368 235 5,741 658 217 1404.00 235 206 763 85 8585 5,741 323 216 6,281 1,021 303 $556.26 216 501 1,264 86 8687 6,281 1,264 171 148 7,864 1,069 391 1708.19 148 529 529 87 8788 7,864 V 418 303 8,585 769 424 $826.93 303 62 591 88 88
89 8,585 194 351 9,120 818 457 $800.60 351 10 601 89 89
90 9,120 190 466 9,776 818 475 $813.18 466 ( 122) 480 90 9091 9,776 161 5S6 10,533 974 471 $790.21 596 ( 93) 387 91 9192 10,533 169 311 11,013 331 1,037 415 $679.14 311 311 387 92 311 78 9293 11,013 172 325 11,509 346 1,082 433 $695.70 325 325 387 93 636 159 9394 11,509 170 339 12,018 362 1,129 452 $711.95 339 339 387 94 975 244 9495 12,018 164 353 12,535 378 1,177 471 $728.06 353 353 387 95 1.328 332 9596 12,535 162 368 13,064 394 1,225 490 $743.79 368 368 387 96 l,o95 424 9697 13,064 161 383 13,607 411 1,275 510 $759.22 383 383 387 97 2,078 519 9798 13,607 158 398 14,163 428 1,326 531 $774.46 398 398 38? 98 2,476 619 9899 14,163 152 414 14,728 445 1,378 551 $789.34 414 414 387 99 2.8S9 722 990 14.728 147 429 15,305 463 1,431 573 $804.05 429 429 38? 0 3,319 830 01 15,305 143 446 15,893 481 1,486 594 $818.26 446 446 38? 1 3,764 941 12 15,893 134 462 16,490 499 1,541 616 $832.08 462 462 387 2 4,226 1,057 23 16,490 128 479 17,095 518 1,596 639 $845.52 479 479 387 3 4,705 1,176 34 17,096 120 496 17,712 53? 1,653 661 $855.39 496 496 38? 4 5,201 1.300 45 17,712 111 513 18,336 556 1,711 684 $866.98 513 513 387 5 5,715 1,429 5
Cuiulative Totals: 3,964 5,960 8,412 18,336 6,151 26,756 10,751 $17,520.74 8,412 229 5,715 5,715 1,429
ASSUHPIIONSs 4.00T Inflation Rate FY 89 5,00t Inflation Rate FY 90 * SOURCE: Alaska Departient of Revenue. 9.0U Rate of Return FY 89 8.001 Rate of Return FY 90 Revenue Hid Case Forecast - Noveiber 19882/2/89 (Kith Budget Sunil Revenue Consensus Nuibers for FY 89-90)AFTER FY 91, ALL NET INCOHE DISTRIBUTED 6.001 Inflation Rate FY 91-05(01 TO DIVIDENDS, 301 TO INFLATION-PROOFING, 9.001 Rate of Return FY 91-05 " SOURCE: Population Projections Fros

ta Mmrrr p*1'* r .. u: » r .. f.,. • •• i m"



ALASKA PERMANENT FUND CORPORATION
Financial Projections (in ail 1 ions)

as of Oecerber 31, 1938
PRINCIPAL

dedicated

INCOMEDistributions
Inflation ReservesBudget FY End Balance .......Budget 25t of BudgetFY Begin Appro­ State Inflation FY End Proofing Net Per Capita Inflation General Stabilization Add FY End Stabilization StabilizationFY Balance priations Revenues’ Proofing Balance Shortfall Ir.coie Dividends Dividends" Proofing Fund Fund (Delete) Balance FY Fund Fund

78 54 54 2 1 7879 54 84 139 8 7 7980 139 344 483 32 12 12 8081 483 900 385 1,769 150 28 23 59 59 8182 1,769 800 401 2,969 368 71 11,000.00 71 1B5 244 8283 2.969 400 421 231 4,021 471 108 1386.15 231 110 110 354 8384 4,021 300 366 151 4,838 530 175 1331.29 151 203 557 8485 4,838 300 368 235 5,741 658 21? 1404.00 235 206 763 8566 5,741 323 216 6,281 1.021 303 >556.26 216 501 1,264 8687 6.281 1,264 171 148 7,864 1.069 391 1708.19 148 529 529 8788 7,864 418 303 8,585 789 474 1826.93 303 62 591 88
89 8,585 184 351 9,120 818 457 >800.60 351 10 601 89
90 9,120 190 466 9,776 818 475 1813.18 466 ( 122) 480 9091 9,776 161 596 10,533 974 471 1790.21 596 ( 93) 387 9192 10,533 169 259 10,961 383 1,037 519 1856.01 259 259 387 92 259 6593 10,961 172 269 11,402 399 1,078 539 >872.92 269 269 387 93 529 13294 11,402 170 200 11,852 415 1,119 560 1889.43 280 280 38? 94 809 20295 11,852 164 290 12,306 431 1,161 581 1905.57 290 290 386 95 1,099 27596 12,306 162 301 12,76?/ 447 1,204 602 1920.95 301 301 386 96 1.400 35097 12,769 161 776 13,705 1,247 610 >914.64 776 < 138) 248 97 1.400 35098 13,705 158 832 14,695 1,322 635 >935.18 832 ( 145) 103 98 1.400 35099 14,695 152 891 15,737 1,402 561 >803.45 891 ( 50) 53 99 1,400 3500 15,737 147 950 16,835 3 1,495 598 1841.50 956 ( 53) 0 1,400 3501 16,835 143 956 17,933 63 1,593 637 >880.65 956 1 1.400 3502 17,933 134 1,018 19,085 66 1,696 679 >920.78 1,018 2 1,400 3503 19,085 128 1,083 20,295 70 1,805 722 1961.62 1,083 3 1,400 3504 20.295 120 1,151 21,567 71 1,918 767 >1,000.63 1,151 4 1.400 3505 21,567 111 1,223 22,900 78 2,038 815 11,043.26 1,223 5 1,400 350
Cuiulative Totals: 3,964 5,960 12,976 22,900 2,427 27,823 11,955 119,363.44 12,976 229 1,400 1,400 350

FY
7379608182838485 
66 87 
83

99919293949596979899 
0 
1 
73
45

ASSUMPTIONS: 4.OOt Inf 1 ation Rate FY 89 ............... 9.011 Rate of Return FY 892/2/69FRON FY 92-96. All NET INCOHE DISTRI8U1ED 501 TO DIVIDENDS, 251 TO INFLATION-PROOFING,AND 251 TO BUDGET STABILIZATION FUND

5.001 Inflation Rate FY 908.001 Rate of Return FY 90
6.001 Inflation Rate FY 91-059.001 Rate of Return FY 91-05

' SOURCE: Alaska Departient of RevenueRevenue Hid Case Forecast - Ncveiber 1988(Kith 8udget Suiiit Revenue Consensus Nuvbers for FY 89-90)“  SOURCE) Population Projections FroiRevenue Hid Case Forecast - Noveiber 1988



ALASKA PEPNANENT FUND COPFORAIION
Financial Project Ions (in fill ions)

as of Decesber 31, 1983
PRINCIPAL

Dedicated

INCONEDistributions Reserves FY Eid BalanceInflation Budget Budget 25t of BudgetFY Begin Appro­ State Inflation FY End Proofing Net Per Capita Inflation General Stabilisation Add FY End Stabilisation StabilisationFY Balance priations Revenues* ProofingBalance Shortfail Incoce DividendsDividends" Proofing Fund Fund (Delete) Balance FY Fund Fund FY
/8 54 54 2 1 73 7379 54 84 139 8 7 79 7980 139 344 483 32 12 12 80 8081 483 900 385 1,769 150 28 28 59 59 81 8182 1,769 800 401 2,969 368 71 n,ooo.co 71 165 244 82 8283 2,969 400 421 231 4,021 471 108 (386,15 231 no 110 354 83 8384 4,021 300 366 151 4,838 530 175 (331.29 151 203 557 84 8485 4,838 300 368 235 5,741 659 217 (404.00 235 206 763 85 6586 5,741 323 216 6,281 1,021 303 (556.26 216 501 1,264 86 8687 6,281 1,264 171 148 7,864 1.069 391 (708.19 148 529 529 87 8780 7,064 418 303 8,585 789 424 (826.93 303 62 ’ 5,1 88 88
89 8,585 184 351 9,120 818 457 (800.60 351 10 601 89 89
91) 9,170 190 466 9,776 818 475 (813.18 466 ( 122) 480 90 9091 9.776 161 596 10,533 974 471 (790,21 596 ( 93) 38? 91 9192 10.533 169 259 10,961 383 1,037 519 (856.04 259 259 38? 92 259 65 9293 10.961 172 269 11,402 399 1,078 539 (872.92 269 269 38? 93 529 132 9394 11,402 170 280 11,852 415 1,119 560 (889.43 280 280 387 94 809 202 9495 11,852 164 290 12,306 431 1,161 581 (905.57 290 290 386 95 1,099 275 9596 12,306 162 301 12,769 447 1,204 602 (920.95 301 301 386 96 1.400 350 9697 12,769 161 312 13,241 464 1,247 624 (936.13 312 312 386 9? 1,712 428 9798 13,241 158 323 13,722 481 1,292 646 (950.93 323 323 366 98 2,035 509 9399 13.722 152 334 14,208 498 1,337 668 (965.1? 334 334 386 99 2.359 592 990 14,203 147 346 14,701 516 1,382 691 (978.90 346 346 386 0 2,714 679 01 14,701 143 357 15,201 534 1,429 714 (992.11 357 35? 386 1 3,071 768 12 15,201 134 369 15,703 551 1,475 738 >1,004.63 369 369 386 2 3,440 860 23 15,703 128 381 16,211 569 1,522 761 >1,016.61 381 381 386 3 3,821 955 34 16,211 120 393 16,724 587 1,570 785 (1,024.75 393 393 386 4 4,213 1,053 45 16,724 111 404 17,239 606 1,618 809 (1,034.91 404 404 366 5 4.618 1,154 5
Cuiulative Totals: 3,964 5,960 7,315 17,239 6,880 26,178 12,367 (19,965.86 7,315 229 4,618 4,618 1,154

: : : : : : : : : : : : :

ASSUMPTIONS: 4.001 Inflation Rate FY 89.....................  9.011 Rate of Return FY 892/2/89AFTER FY 91, ALL NET INCOHE DISTRIBUTED 501 10 DIVIDENDS, 251 10 INFLATION-PROOFING,AND 251 10 BUDGET SIABIUZATION FUND

5.001 Inflation Rate FY 908.001 Rate of Return FY 90
6.001 Inflation Rate FY 91-059.001 Rate of Return FY 91-05

* SOURCE: Alaska Departient of RevenueRevenue Nid Case Forecast - Noveiber 1988(Kith Budget Sunil Revenue Consensus Nuibers for FY 89-90)** SOURCE: Population Projections FroiRevenue Nid Case Forecast - Noveeber 1988



5 0  -  3 0  -  2 . 0
Financial Projection?(in lit I ion?)

a? of Deceiber 31, 15B8

ALASKA PfRNAIIENI FUND CORrORAtION
PRINCIPAL

Dedicated

INCOKEDistribution? Reserves FY Fnd BalanceInflation Budget Budget 251 of BudgetFY Begin Appro­ State Inflation FY End Proofing Net Per Capita Inflation General Stabilization Add FY End Stabilization StabilizationFY Balance priations Revenues* ProofingBalance Shortfall Incoie DividendsDividends'* Proofing Fund Fund (Delete) Balance FY Fund Fund
78 54 54 2 1 7879 54 84 139 8 7 7980 139 344 483 32 12 12 8081 483 900 385 1.769 150 28 28 59 59 8182 1,769 800 401 2,969 368 71 11,000.00 71 185 244 8283 2,969 400 421 231 4,021 471 108 4386.15 231 no no 354 8384 4,021 300 366 151 4,838 530 175 4331.29 151 203 55? 8485 4,838 300 368 235 5,741 658 21? (404.00 235 206 763 8586 5.741 323 216 6,281 1.021 303 4556.26 216 501 1,264 8687 6,281 1,764 171 148 7,864 1,069 391 4708.19 148 529 529 8768 7,864 418 303 8,585 789 424 4826.93 303 62 591 89
89 8,585 184 351 9,120 818 457 4800.60 351 10 601 89
90 9,120 190 466 9,776 818 475 4813.18 466 ( 122) 480 9091 9.776 161 596 10,533 974 471 4790.21 596 ( 93) 387 9192 10,533 169 311 11,013 331 1,03? 519 4856.04 311 20? 387 92 207 5293 11.013 172 325 11,509 346 1,082 541 4876.95 325 21? 387 93 424 10694 11,509 170 339 12,018 362 1,129 565 4897.82 339 225 387 94 650 16295 12,018 164 353 12,535 378 1,177 588 4918.17 353 235 387 95 885 22196 12,535 162 368 13,064 394 1,225 613 4938.03 368 245 387 96 1,130 28397 13,064 161 794 14,018 1,275 618 4927.72 794 ( 13?) 250 97 1,130 28398 14,018 158 851 15,026 1,352 647 4952.00 851 ( 145) 105 98 1,130 28399 15.026 152 911 16,089 1,433 573 4822.22 911 ( 51) 54 99 1,130 2830 16,089 147 971 17,207 3 1,528 611 4861.11 971 ( 54) 0 1.130 2831 17.207 143 977 18,327 64 1,628 651 4901.05 977 1 1.130 2832 18.327 134 1,040 19,501 68 1,734 693 $941.81 1,040 2 1,130 2833 19,501 128 1,106 20,735 71 1.844 738 4983.53 1,106 3 1,130 2834 20,735 120 1,176 22,031 75 1,960 784 >1,023.37 1,176 4 1,130 2835 22,031 111 1,249 23,391 80 2.081 833 41,066.85 1,249 5 1,130 283
Emulative Totals: 3,964 5,960 13,466 23,391 2,173 28,194 12,105 419,583.54 13,466 229 1,130 1,130 283

FY
7879 
39 81 82 83 81 85 
8887
88

89
90919293949596979899 
0
1
2345

ASSUHPII0HS: 4.001 Inflation Rate FY 89.....................  9.011 Rate of Return FY 892/2/89FROM FY 92-96, AIL NET INCOHE DISTRIBUTED 501 10 DIVIDENDS, 301 10 INFLATION-PROOFING,AND 201 10 BUDGET STABILIZATION FUND

5.001 Inflation Rate FY 908.001 Rate of Return FY 90
6.001 Inflation Rate FY 91-059.001 Rate of Return FY 91-05

' S0URCF: Alaska Departient of RevenueRevenue Hid Case Forecast - Novetber 1988(Hilh Budget Suiiit Revenue Consensus Nuibers for FY 89-90)** SOURCE! Population Projections FroiRevenue Kid Case Forecast - Noveiber 1988



Al ASKA Ft PHAN!XI FUND CO»PORAHON
Financial Projections (in lillior.s)N

as of Peceibir 31. 19B8PRINCIPAL
Dedicated

INCCNEDistributions Reserves FY Erd BalanceInflation Budget Budget 251 of BudgetFV Begin Appro­ State Inflation FV End Proofing Net Per Capita Inflation General Stabilization Add FY End Stabilization StabilizationFV Balance priations Revenues' Proofing Balance Shortfall Incoie Dividends Dividends" Proofing Fund Fund (Delete) Balance FV Fund Fund
78 54 54 2 1 7879 54 84 139 8 7 * 7980 139 344 483 32 12 12 8081 483 900 385 1.769 150 28 28 59 59 8182 1.769 800 401 2,969 368 71 $1,000.00 71 185 244 8283 2,969 400 421 231 4,021 471 103 $386.15 231 110 110 354 8381 4,021 300 366 151 4,818 530 175 $331.29 151 203 557 8485 4,838 300 368 235 5,741 658 21? $404.00 235 206 763 8586 5,741 323 216 6,281 1,021 303 $556.26 216 501 1,264 868) 6,281 1,264 171 148 7,864 1,069 391 $708.19 148 529 529 8?88 7,864 418 303 8,585 789 424 $826.93 303 62 591 88
89 8,585 184 351 9,120 818 45? jeoo.eo 351 10 601 89
90 9,120 190 466 9,776 818 475 $813.18 466 ( 122) 480 9091 9,776 161 596 10,533 974 471 $790.21 596 ( 93) 387 9192 10,533 169 311 11,013 331 1,037 519 $856.04 311 20? 387 92 207 5293 11,013 172 325 11.509 346 1,082 541 $876.95 325 217 387 93 424 10691 11,509 170 339 12,018 362 1,129 565 $897.82 339 226 387 94 650 16295 12,018 164 353 12,535 378 1,177 588 $918.17 353 235 387 95 885 22196 12,535 162 368 13,064 394 1,225 613 $938.88 368 245 387 96 1,130 28397 13,064 161 383 13,607 411 1,275 638 $957.78 383 255 387 97 1,385 34698 13,607 158 398 14,163 428 1,326 663 $977.23 398 265 387 98 1,650 41399 14,163 152 414 14,728 445 1,378 689 $996.40 414 276 387 99 1,926 4820 14,728 147 429 15,305 463 1,431 716 $1,015.02 429 286 387 0 2,212 5531 15,305 143 446 15,893 481 1,486 743 $1,033.37 446 297 387 1 2.509 6272 15,893 134 462 16.490 499 1,541 770 $1,051.11 462 303 386 2 2,818 7043 16,450 128 479 17,096 518 1,596 798 $1,068.24 479 319 386 3 3,13? 7844 17,096 120 496 17,712 537 1,653 82? $1,081.83 496 331 386 4 3,467 86?5 17,712 111 513 18,336 556 1,711 855 $1,097.57 513 342 386 5 3,810 952
Cuiulative Totals: 3,964 5,960 8,412 18,336 6,151 26,756 12,656 $20,382.47 8,412 229 3,810 3,810 952

90

ASSUMPTIONS: (.001 Inflation Rate FV 89.............. 9.011 Rate of Return FV 892/2/89AFTER FV 91, ALL NET INCONE DISTRIBUTED 501 TO DIVIDENDS, 301 TO INFLATION-PROOFING,AND 201 TO BUDGET STABILIZATION FUND

5.001 Inflation Rate FV 908.001 Rate of Return FV 90
6.001 Inflation Rate FV 91-059.001 Rate of Return FY 91-05

‘ SOURCE: Alaska Departient of RevenueRevenue Hid Case Forecast - Noveiber 1988(Kith Budget Sunit Revenue Consensus Nuibers for FY 89-90)“  SOURCE: Population Projections FroiRevenue Hid Case Forecast - Noveeber 1988



A l a s k a  S t a t e  L e g i s l a t u r e
S e n . J a n  F a ik a ,  V ic e  C h a i r m a n  
S e n . A1 A d a m s  
S e n . T im  K e l l y  
S e n , R i c k  U e h l l n g

Sen. Pat Pourchot, Chairman P.O. Box VState CapitolJuneau, Alaska 69811
907-105-3712

S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e

MEMORANDUM

TO: Senate State Affairs Committee Members

DATE

RE

FROM: Senator Pat Pourchot, Chairman 

March 17 Committee .Meeting 

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 is 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.



/4

C o m m i t t e e  MemoM a r c h  1 7 ,  1 9 8 9
SJR 30, R e l a t i n g  to l o c at ion of a job corps c e n t e r  within t h e  
M a t a n u s k a - S u s i t n a  Borough

W h e n  S J R  30 w a s  b e f o r e  the c o m m i t t e e ,  q u e s t i o n s  a r o s e  r e g a r d i n g  
the s t a t e ' s  f i n a ncial o b l i g a t i o n  if A l a s k a  s h o u l d  be chosen as 
the si te for a job corps c e n t e r .  T h e  s t a t e ' s  applicat ion t o  t h e  
federal g o v e r n m e n t  i ndicated t h a t  w e  w o u l d  c o n t r i b u t e  $1 m i l l i o n  
to c a p i t a l  c o s t s  of the center. T h e  f u n d i n g  q u e s t i o n  will b e  
a d d r e s s e d  b y  t h e  bill s p o n s o r  a t  t o d a y ' s  meeting.

SB 170. A n  A c t  r e l a t i n g  to s t a t e  p r o c u r e m e n t

A  d r a f t  c o m m i t t e e  substitute, w h i c h  i n c o r p o r a t e s  t h e  f o l l o w i n g  
t w o  p r o v i s i o n s  d i s c u s s e d  b y  t h e  committee, is attached:

1 A u t h o r i z a t i o n  of t h e  A l a s k a  R a i l r o a d  C o rporat ion t o  
a d o p t  p r o c u r e m e n t  p r o c e d u r e s  b a s e d  on t h e  competitive 
p r i n c i p l e s  o f  the s t a t e  p r o c u r e m e n t  c o d e  b u t  adapted t o  t h e  
sp e c i a l  n e e d s  of the c o r p o r a t i o n

2 E x e m p t i o n  from t h e  p r o c u r e m e n t  c o d e  for g uest s p e a k e r s  
or p e r f o r m e r s  for an e d u c a t i o n a l  or c u l t u r a l  activity

S i x  a d d i t i o n a l  ame ndments a r e  a l s o  attached:

1 A p p l i c a t i o n  of t h e  A l a s k a  b u s i n e s s  l i c e n s e

2 A b u s e  o f  the A l a s k a  b i d ders' p r e f e r e n c e  b y  firms t h a t  
c a r r y  on l i m i t e d  b u s i n e s s  e n t e r p r i s e s  e x c l u s i v e l y  for t h e  
p u r p o s e  o f  t a k i n g  a d v a n t a g e  of t h e  p r e f e r e n c e

3 I n c r e a s e  of the d o l l a r  t h r e s h h o l d  f o r  o p e n  c o m p e t i t i v e  
b i d d i n g

4 E x e m p t i o n  for p u r c h a s e s  m a d e  o u t s i d e  t h e  U.S. for u s e
o u t s i d e  t h e  U.S., and f o r  c o n t r a c t s  for h e a r i n g  o f f i cers

5 P e n a l t y  for f r i v o l o u s  p r o t e s t  o f  a c o n t r a c t  award

6 D e f i n i t i o n  of " s t a t e  m o n e y "

I t  is m y  h o p e  t h a t  w e  could m o v e  all of t h e s e  b i l l s  out of 
c o m m i t t e e  today.



r e m ia n e n i  r u n a  t a m in g s  a n d  B a la n c e  -  S J R  5 S c e n a r io s

I
PF Year End Balance

FY Status Quo 40-30-30 50-25-25 50-30-20
92 11,344.0 11,013.0 10,961.0 11,013.0
93 12,206.0 11,509.0 11,402.0 11,509.0
94 13,119.0 12,018.0 11,852.0 12,018.0
95 14,080.0 12,535.0 12,306.0 12,535.0
96 14,962.0 13,064.0 12,769.0 13,064.0

B a s e d  o n  m id - c a s e  p r o je c t io n s  b y  D e p a r tm e n t o f  R e v e n u e  -  S e n a t o r  J a n  F a ik s  2/3/89



P e r m a n e n t  F u n d  E a r n in g s  a n d  B a la n c e  - S J R  5 S c e n a r io s

Net Income

FY Status Quo 40-30-30 50-25-25 50-30-20
92 1,037.0 1,037.0 1,037.0 1,037.0
93 1,107.0 1,082.0 1,078.0 1,082.0
94 1,180.0 1,129.0 1,119.0 1,129.0
95 1,256.0 1,177.0 1,161.0 1,177.0
96 1,335.0 1,225.0 1,204.0 1,225.0

B a s e d  o n  m id - c a s e  p r o je c t io n s  b y  D e p a r tm e n t  o f  R e v e n u e  - S e n a t o r  Ja n  F a ik s  2/3/89



P e r m a n e n t  F u n d  E a r n in g s  a n d  B a la n c e  -  S J R  5 S c e n a r io s

Dividends
FY Status Quo 40-30-30 50-25-25 50-30-20
92 468.0 415.0 519.0 519.0
93 499.0 433.0 539.0 541.0
94 537.0 452.0 560.0 565.0
95 583.0 471.0 581.0 588.0
96 621.0 490.0 602.0 613.0

i

B a s e d  o n  m id -c a s e  p r o je c t io n s  b y  D e p a r tm e n t o f  R e v e n u e  -  S e n a to r  J a n  F a ik s  2/3/89



P e r m a n e n t  F u n d  E a r n in g s  a n d  B a la n c e  -  S J R  5 S c e n a r io s

Per Capita Distribution
FY Status Quo 40-30-30 50-25-25 50-30-20
92 770.58 679.14 856.04 $856.04
93 806.59 695.70 872.92 $876.95
94 852.75 711.95 889.43 $897.82
95 909.77 728.06 905.57 $918.17
96 951.40 743.79 920.95 $938.08

B a s e d  o n  m id -c a s e  p r o je c t io n s  b y  D e p a r tm e n t  o f  R e v e n u e  - S e n a to r  J a n  F a ik s  2/3/89



P e r m a n e n t F u n d  E a r n in g s  a n d  B a la n c e  - S J R  5 S c e n a r io s

r ' Inflation Proofing
FY Status Quo 40-30-30 50-25-25 50-30-20
92 642.0 311.0 259.0 311.0
93 691.0 325.0 269.0 325.0
94 743.0 339.0 280..0 339.0
95 797.0 353.0 290.0 353.0
96 720.0 368.0 301.0 368.0

B a s e d  o n  m id -c a s e  p r o je c t io n s  b y  D e p a r tm e n t  o f  R e v e n u e  - S e n a t o r  J a n  F a ik s  2/3/89



P e r m a n e n t  F u n d  E a r n in g s  a n d  B a la n c e  - S J R  5 S c e n a r io s

Earnings Reserve/Budget Stabilization Fund

FY Status Quo 40-30-30 50-25-25 50-30-20

92 313.0 311.0 259.0 207.0
93 230.0 325.0 269.0 217.0
94 130.0 339.0 280.0 226.0
95 6 . 0 353.0 290.0 235.0
96 . 6 368.0 301.0 245.0

B a s e d  o n  m id - c a s e  p r o je c t io n s  b y  D e p a r tm e n t o f  R e v e n u e  -  S e n a to r  J a n  F a ik s  2/3/89



P e r m a n e n t  F u n d  E a r n in g s  a n d  B a la n c e  -  S  J R  5 S c e n a r io s

Budget Stab Fund Accumulated Balance*

FY Status Quo 40-30-30 25% 50-25-25 25% 50-30-20 25%

92 311.0 77.8 259.0 64.8 207.0 51.8
93 636.0 159.0 529.0 132.3 424.0 106.0
94 975.0 243.8 809.0 202.3 650.0 162.5
95 1,328.0 332.0 1,099.0 274.8 885.0 221.3
96 1,695.0 423.8 1,400.0 350.0 1,130.0 282.5

*Not reflected is Fund's interest earnings, "extra" revenues above Expenditure Limit

Based on mid-case projections by Department of Revenue - Senator Jan Faiks 2/3/89
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:■ d u l l  the p u b lic  c re d it be u sed , ex-
; purpose.

’.‘be proceeds o f  a n y  sta te  tax  or
be d i'd ’.ca ted  to any specia l pur- 

■.> provided in sec tion  15 o f this 
requ ired b y  the  federa l governm ent 
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» rotrey :o  meet app rop ria tion s 
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p u b lic  co rp o ra tio n  o f  th e  S ta te  o r a p o lit ic a l s u b ­
d iv is io n , when th e  o n ly  se c u r ity  is th e  revenues o f  
th e  en te rp rise  o r co rp o ra tio n . The re s tr ic t io n s  do  
n o t app ly  to  in d eb te dn e ss to  be pa id  from  sp ec ia l 
assessm ents on the  b en e fite d  p ro p e r ty , no r do  th ey  
app ly  to  re fu n d in g  in d eb te dn e ss o f  th e  S ta te  o r its  
p o lit ic a l su b d iv is io n s .

SEC T IO N  12. The go ve rno r sh a ll s u b m it to  th e  
le g is la tu re , a t a tim e  fix e d  b y  law , a b ud g e t fo r  th e  
n e x t f is c a l y ea r se tt in g  fo r th  a ll p roposed e xp en d i­
tu re s and an tic ip a te d  in com e o f  a ll d ep a rtm en ts , 
o ff ic e s , and agencies o f  th e  S ta te . T he  go ve rno r, a t 
th e  sam e tim e , sh a ll s u b m it a genera l app rop ria tio n  
b i l l to  a u th o r ize  th e  p roposed  e xp en d itu re s , and a 
b i l l o r b il ls  co ve ring  re com m en da tio n s in th e  b u d ­
ge t fo r  new  o r a d d it io n a l revenues.

SEC T IO N  13. No m oney sh a ll be w ith d raw n  
from  th e  tre a su ry  e x cep t in acco rdan ce  w ith  app ro ­
p r ia tio n s m ade b y  law . No o b lig a t io n  fo r  th e  p a y ­
m en t o f  m oney sh a ll be in cu rre d  e x cep t as a u th o ­
r ize d  b y  law . U nob lig a te d  app rop r ia tio n s o u ts ta n d ­
in g  a t th e  end o f  th e  period  o f  t im e  sp e c ifie d  b y  
law  sh a ll be  vo id .

le g is la tivePost-Audit
Maska Permanent Fund

SEC T IO N  14. The le g is la tu re  sh a ll app o in t an 
a u d ito r  to  serve a t i t s  p le a su re . He sh a ll be a c e r t i f i ­
ed p u b lic  a cco un ta n t. The a u d ito r  sh a ll c o n d u c t 
post-aud its as p rescrib ed  b y  law  and  sh a ll re p o rt 
to  th e  le g is la tu re  and to  the  gove rno r.

SEC T IO N  15. A t le a s t tw en ty- five  per c e n t o f  
a ll m ine ra l lease ren ta ls , ro y a lt ie s , r o y a lty  sa le 
p roceeds, fe d e ra l m in e ra l revenue sh aring  p a y ­
m en ts and bonuse s rece ived  b y  th e  S ta te  sh a ll be 
p laced in  a p e rm anen t fu n d , th e  p r in c ip a l o f  w h ich  
sh a ll be used o n ly  fo r  th o se  incom e-p roduc ing  
in ve s tm en ts sp e c if ic a lly  des igna ted  b y  law  as 
e lig ib le  fo r  p erm anen t fu n d  in ve s tm en ts . A llincome from the permanent fund shall be deposit­ed in the general fund unless otherwise provided by lav/.

(The add ition  o f th is  x c t io n  was approved by the voters o f t l i  
state November 2. 1976 and became effective Feburary 21, 1917:j j



§ 37.13.010 Alaska Statutes § 37.13.010
Kcviaor'* note*. — Reorganized in 1988 lo delete repealed paragraphs. Effect of 11 mend men (4 . — The 1984

amendment repealed former paragraphs 11» and (4» — (7l.

Chapter 13. Alaska Permanent Fund.1

Section 10. Alu.tkn permanent fund 20. Findings 
30. I’urposc•10. Alaska Permanent Fund Corpora­tion
50. Composition and «|ualifications of board of trusteed 60. Term of office 
70. Removal and vacancies dO. Quorum90 Compensation of board members 100. Corporation staff 110. Conflicts of interest

Section
120. Investment responsibilities of the board 
140. Income145. Disposition of income 150. Corporation budget 160. Audits
170. Reports and publications180. Tux exemption190. Political activities
200. Public access to information205. Regulations
210. Definitions

S e c . 37.13.010. A la s k a  p e rm a n e n t fu n d , (a) Under art. IX , § 15 o f the state constitution, there is established as a separate fund the A laska perm anent fund. The A la sk a  perm anent fund consists of(1) 25 percent o f all m ineral lease rentals, royalties, royalty sale proceeds, net profit shures under A S  38.05.180(f) and fg), and federal mineral revenue sharing paym ents received by the state from m ineral leases issued on or before December 1, 1979, and 25 percent o f all bonuses received by the state from mineral leases issued on or before Februury 15, 1980;(2) 50 pei"en t o f all mineral lease rentals, royalties, royalty sule proceeds, net profit shares under A S  38.05.A80(f) and (g), and federal m ineral revenue sharing payments received by the state from mineral lenses issued after December 1, 1979, and 50 percent o f all bonuses received by the stute from mineral leases issued after February 15,1980;(3) any other m one; appropriated to or otherwise allocated by law to the A la sk a perm anent fund.|  (b) Paym ents due the A laska perm anent fund under (a) o f this sec­tion shall be m ade to the fund once each month.(c) The A la sk a perm anent fund sh all be managed by the A laska Permunent Fund Corporation established in this chapter. *3 5 ch 18 S L A  1980)
Legislative history reports. — For House .Journal. Joint Supplement No. 7, the Free Conference Committee Report on April 2, 1980.ch. 18. SLA 1980 (FC'CSSB 1611, see 1980 A t

i t v H  - f u W A•18

§ 37.13.020 Public Finance 5 37.13.050
S e c . 37.13.020. F in d in g s . The people o f the s la te , hy constitu­tional umendment, have required the placement o f ut least 25 percent o f all mineral lease rentals, royalties, royalty sale proceeds, and fed- erul m ineral revenue shuring payments and bonuses received hy the state into n permanent fund. The legislature finds with respect to the* A la sk a Permunent Fund Corporation that(1) the corporation should provide a means o f conserving a portion o f the state's revenue from m ineral resource., to benefit a ll gen era­tions o f Alaskans;(2) the corporation's goal should he to m aintain safely o f principalwhile m axim izing total return;(3) the corporation should be used as a savings device managed to allow the m axim um  use o f disposable income from the corporation for purposes designated by law . (§ 5 cl) 18 S L A  1980)S e c . 37.13.030. P u rp o s e . It is the purpose o f this chapter to pro­vide a  m echanise, for the managem ent und investm ent of those per­m anent fund assets allocated to the A laska Perm anent Fund Corpora­tion in u manner consistent with the findings in A S  37.13.020. (S 5 ch 18 S L A  1980)S e c . 37.13.040. A la s k a  P e rm a n e n t F u n d  C o rp o ra tio n . There is established the A laska Perm anent Fund Corporation. The corporation is a  public corporation and governm ent instrum entality in the D epart­m ent o f  Revenue managed by the board of trustees. The purpose o f the board is  to m anage and invest the assets o f the corporation in accor­dance w ith th is chapter. (§ 5 ch 18 S L A  1980)S e c . 37.13.050. C o m p o sitio n  u n d  q u u lificn tio n s  o f  h o a rd  o f tru ste e s , (a) The Board o f Trustees o f the A la sk a Perm anent Fund Corporation consists o f six  members appointed by the governor. Two of the members m ust be heads o f principal departm ents o f state govern­m ent, one o f whom shall be the commissioner o f revenue. Four mem­bers shnll be appointed by the governor from the public and m ay nol hold any other state or federal office, position or em ploym ent, either elective or appointive, except ns a member o f the armed forces of either the U nited Sta le s  or o f this state.(b) T he four public members o f the hoard must have recognized competence and wide experience in finance, investm ents, or otherbusiness management-reluted fields.(c) The board shall an n ually  elect a chairm an from among its mem­bers. (§ 5 ch 18 S L A  1980; am § 1 ch 81 S L A  19821

•19



§ 43.23.045 A laska  S tatutes S u pplem en t S 43.23.055

ced u re s  o r rem e d ie s  a v a i la b le  fo r c o lle c ­
t io n  o f  ta x es  u n d e r  t h is  t i t le  to  re co ve r  th e  
p a y m e n t  o f a p e rm a n e n t  fu n d  d iv id e n d  
th a t  w a s  im p ro p e r ly  m a d e . A  n o t ic e  o f  a n  
im p ro p e r ly  p a id  d iv id e n d  m u s t b e  s e n t to 
th e  in d iv id u a l w i t h in  10 y e a rs  a f te r  th e  
im p ro p e r  p a ym e n t . I f  n o t ic e  is  n o t s e n t 
w it h in  th e  10-year p e r io d , p ro ce ed in g s  
m a y  n o t be c om m en ce d  in  c o u r t  fo r recov­
e ry  o f  th e  im p ro p e r  p a ym e n t .

"(c) I f  th e  c o m m is s io n e r  d e te rm in e s  th a t  
a  p e rm a n e n t  fu n d  d iv id e n d  s h o u ld  no t 
h a v e  b ee n  c re d ite d  to a n  in d iv id u a l ’s an-

Sec. 43.23.045. Dividend fund, (a) The dividend fund is estab­lished 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.(b) 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.(c) [Repealed, § 24 ch 99 SLA 1985.1(d) Unless specified otherwise in an appropriation act, the unex­pended 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). (§ 1 ch 102 SLA 1982; am § 24 ch 99 SLA 1985; am § 3 ch 57 SLA 1937)
E f f e c t  o f  a m e n d m e n t s .  —  T h e  1985 T h e  1987 am e n d m e n t , a dded  s u b s ec t io n  

a m e n d m e n t  re p e a le d  s u b s e c t io n  (c). (d).

NOTES TO DECISIONS

S ta t e d  in  A la s k a  O i l  C o . v . A la s k a , 45 
B a n k r . 358 (D . A la s k a  1985).Sec. 43.23.055. Duties o f the department. The department shall(1) annually pay permanent fund dividends from the dividend fund;(2) adopt regulations under the Administrative Procedure Act (AS44.62) that establish procedures and time limits for claiming a perma­nent fund dividend; the department shall set the time limit for appli­cations for permanent fund dividends so that the number of eligible applicants is determined by October 1 of the year for which the divi­dend 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 (AS44.62) that establish procedures and time limits for an individual

nuity account, the commissioner may, af­
ter notice and opportunity for hearing, di­
rect the commissioner of administration 
to debit the individual’s annuity account 
for the amount wrongly credited. If the 
credit is the fault of the individual, the 
debit must be made within 10 years. If the 
credit is the fault of the state, the debt 
must be made within three years.” 
Effect of amendments. —  The 1988 

amendment, effective January 1, 1989, 
added subsection (c).



§ 37.13.130 P u p lic  F in a n ce § 37.13.150Sec. 37.13.130. Gains and losses. IRepealed, § 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 unreal­ized gains or losses. Income available for distribution equals 21 per­cent 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. (§ 5 ch 18 SLA 1980; am § 8 ch 81 SLA 1982; am § 1 ch 28 SLA 1986)
E f f e c t  o f  a m e n d m e n t s .  —  T h e  1986 n e t  in com e"  for " the  a v e ra g e  n e t  in c o m e ” 

a m e n d m e n t  in  th e  f irs t s e n te n ce  substi-  a n d  " e a rn in g s  reserve"  for " u n d is t r ib u te d  
tu te d  " s h a l l” for "m u s t” a n d  in  th e  second  in c o m e .” 
se n te n ce  s u b s t itu te d  ”21 p e rc e n t o f  th eSec. 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 earn­ings 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 re­serve account shall be treated as an addition to that account. (§ 9 ch 81 SLA 1982; am § 2 ch 28 SLA 1986)

C r o s s  r e f e r e n c e s . —  F o r  tra n s fe r  o f  e ra g e  U n it e d  S ta te s  c o n s um e r  p r ic e  in d e x  
c e r ta in  in c o m e  e a rn e d  b y  th e  A la s k a  per- fo r a l l  u r b a n  consum ers"  for "a n a t io n a l ly  
m a n e n t  fu n d  p r io r  to  J u ly  1, 1982, to  th e  re c o g n iz e d  in d e x ,"  in  th e  second  s e n te n ce  
u n d is t r ib u t e d  in c o m e  a c c o u n t , see § 15, s u b s t itu te d  " in com e  a v a i la b le  fo r d is tr ib u-  
ch . 81, S L A  1982. t io n  u n d e r ” fo r " ne t in c o m e  as d e f in e d  in , ”

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1986 a n d  s u b s t itu te d  " e a rn in g s  rese rve"  for 
a m e n d m e n t  in  th e  f ir s t  s e n te n ce  substi-  " u n d is t r ib u te d  in c o m 0” th r o u g h o u t  th e  
tu te d  " the c h a n g e  in  th e  c a le n d a r  y e a r  av- s e c t io n .Sec. 37.13.150. 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 37.13.140. (§ 5 ch 18 SLA 1980; am § 10 ch 81 SLA 1982)
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• V A l a s k a  S t a t e  L e g i s l a t u r e

S e n . J a n  F a ik s ,  V ic e  C h a i r m a n  
S e n . A1 A d a m s  
S e n . T im  K e l ly  
S e n , R ic k  U e h l in g

Sen. Pat Pourchot, Chairman P.O. Box VState CapitolJuneau, Alaska 99811
907-465-3712

S e n a t e  S t a t e  A f fair s C o m m i t t e e

M E M O R A N D U M

TO: Se n a t e  State A f f a i r s  C o m m i t t e e  M e m b e r s

RE

DATE

FROM: S e n a t o r  Pat Pourchot, C h a i r m a n  

M a r c h  3 C o m m i t t e e  M e e t i n g  

M a r c h  2, 1989

O n  Friday, M a r c h  3 at 2:00 p.m. in the Beltz R o o m  the Senat e 
State A f f a i r s  C o m m ittee w i l l  h e a r  t h e  f o l l o w i n g  bills:

SJ R  30. R e l a t i n g  to l o c a t i o n  of a job corps c enter  w i t h i n  the 
M a t a n u s k a - S u s i t n a  B o r o u g h

S J R  30 calls for the e s t a b l i s h m e n t  of a J o b  Corps c e n t e r  w i t h i n  
the M a t - S u  Borough. C o n g r e s s  h a s  a p p r o p r i a t e d  funds for the 
d e v e l o p m e n t  of six n e w  c e nters t h r o u g h o u t  t h e  c o u n t r y  and the 
U.S. D e p a r t m e n t  of L a b o r  is a c c e p t i n g  a p p l i c a t i o n s  from the 
states. A l a s k a ' s  application, s u b m i t t e d  in D e c e m b e r  1988, 
p r o p o s e s  use of the G o o s e  B a y  C o r r e c t i o n a l  C e n t e r  in W a s i l l a  or 
C o l o n y  H i g h  School in Palmer.

The J o b  Corps p r o g r a m  w a s  e s t a b l i s h e d  b y  t h e  federal g o v e r n m e n t  
in 1964 to p r o v i d e  i n t e n s i v e  e d u c a t i o n a l  a n d  v o c a t i o n a l  t r a i ning 
to e c o n o m i c a l l y  d i s a d v a n t a g e d  youth. A l a s k a  does n o t  have a Job 
Corps c e n t e r  a n d  A l a s k a n s  w h o  p a r t i c i p a t e  m u s t  go out of state.

THE F O L L O W I N G  BILLS P R O P O S E  V A R I O U S  USES O F  THE P E R M A N E N T  FUND 
EA R N I N G S  R E S E R V E  A N D  A D D R E S S  THE SIZE OF T H E  S T ATE'S BUDGET. IT 
IS N O T  M Y  I NTENT TO M O V E  THESE BIL LS TODAY.

S S S J R  5. P r o p o s i n g  a m e n d m e n t s  t o  the C o n s t i t u t i o n  of t h e  Stat e of 
Al a s k a  a m e n d i n g  p r o v i s i o n s  r e l a t i n g  to t h e  A l a s k a  p e r m a n e n t  fund? 
e s t a b l i s h i n g  t e m p o r a r y  p r o v i s i o n s  r e l a t i n g  to d e d i c a t e d  funds, 
the A l a s k a  p e r m a n e n t  fund, the e x p e n d i t u r e  limit, and the b u d g e t  
s t a b i l i z a t i o n  fund; and s u s p e n d i n g  the o p e r a t i o n  of p r o v i s i o n s  
r e l a t i n g  to d e d i c a t e d  funds, the A l a s k a  p e r m a n e n t  fund, and the 
a p p r o p r i a t i o n  limit

S S S J R  5 w o u l d  c o n s t i t u t i o n a l l y  d e d i c a t e  p e r m a n e n t  fund earnings: 
50% d i v i dends 
30% i n f l a t i o n  p r o o f i n g  
20% b u d g e t  s t a b i l i z a t i o n  fund



M a r c h  3, 1989 
P a g e  2

It w o u l d  c o n s t i t u t i o n a l l y  e s t a b l i s h  a 1996 a p p r o p r i a t i o n  limit of 
$1.4 billion. L i m i t s  for t h e  p r e c e d i n g  y e a r s  w o u l d  b e  
e s t a b l i s h e d  b y  law. R e v e n u e s  in e x c e s s  of t h e  l imit w o u l d  be 
d e p o s i t e d  as follows:

50% p e r m a n e n t  fund 
50% b u d g e t  s t a b i l i z a t i o n  fund 

U p  to 25% of t h e  b u d g e t  s t a b i l i z a t i o n  fund c o u l d  b e  s p e n t  in any 
y e a r  in w h i c h  r e v e n u e s  w e r e  less t h a n  t h e  e x p e n d i t u r e  limit.

T h e  c o n s t i t u t i o n a l  p r o v i s i o n s  w o u l d  b e  r e p e a l e d  J u l y  1, 1996.

S B  79. A n  A c t  r e l a t i n g  t o  r e d u c t i o n s  in state b u d g e t  levels for 
c e r t a i n  fiscal y e a r s

S B  79 is a c o m p a n i o n  b i l l  to S S S J R  5 w h i c h  c a l l s  for a 1996 
a p p r o p r i a t i o n  li mit of $1.4 billion. SB 79 h e a d s  t h e  state in 
t h a t  d i r e c t i o n  b y  c a l l i n g  for  a 6.5% r e d u c t i o n  in t h e  state's
b u d g e t  in FY 90 a n d  a g a i n  in FY 91. It is a s s u m e d  t h a t  this
s c h e m e  w i l l  b e  c o n t i n u e d  o n c e  the a p p r o p r i a t i o n  limit is a p p roved 
b y  t h e  v o t e r s  in N o v e m b e r  1990.

A  6.5% r e d u c t i o n  in FY 90 w o u l d  b e  a r e d u c t i o n  of $144.8 m i l l i o n
(from $2228.1 m i l l i o n  t o  $2083.3 million).

S J R  18. P r o p o s i n g  a n  a m e n d m e n t  to the C o n s t i t u t i o n  of t h e  State 
of A l a s k a  r e l a t i n g  t o  income from the p e r m a n e n t  fund

S J R  18 w o u l d  a m e n d  t h e  C o n s t i t u t i o n  to s p e c i f y  t h a t  i n c o m e  of the 
p e r m a n e n t  fund be a p p r o p r i a t e d  for dividen ds, t o  t h e  fund 
principa l, for a d m i n i s t r a t i v e  costs of t h e  fund, a n d  for other 
p u r p o s e s  t h a t  t h e  v o t e r s  approve.

S B  69, A n  A c t  p r o v i d i n g  for a n  a d v i s o r y  v o t e  o n  t h e  u s e  of the 
e a r n i n g s  r e s e r v e  a c c o u n t

S B  69 w o u l d  p r o v i d e  for an a d v i s o r y  v o t e  on d i s t r i b u t i n g  the 
b a l a n c e  in the e a r n i n g s  r e s e r v e  a c c o u n t  of t h e  p e r m a n e n t  fund as 
follows:

50% to th e g e n e r a l  fund
25% to the p r i n c i p a l  of the p e r m a n e n t  fund 
25% for a s p ecial d i v i d e n d
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H o w  E R P  Works

F Y Expenditure Revenues PF BSF annual Interest 2 0 %  earnings Carryforward 25% Available Remaining BSF +  Rev B S F + R e v  vs.

Limit V (mid case) Income deposit (20% 8.5% + interest BSF balance for Budget BSF Balance Exp Limit 2/

PF earnings)

89 2,228.1
90 2,083.3 1,574.0

91 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

93 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 1,592.1 1,366.8 1,129.0 225.8 19.2 245.0 704.8 176.2 528.6 1,543.0 -49.1

95 1,488.6 1,323.4 1,177.0 235.4 2 0 .0 255.4 960.2 240.1 795.0 1,563.5 74.9

96 1,391.9 1,292.6 1,225.0 245.0 2 0 .8 265.8 1,226.1 306.5 1,126.8 1,599.1 207.2

1/ Based on a 6.5% reduction from F Y  89 authorized starting with F Y  90 budget

2/ In F Y  95 and F Y  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_________________________________________ _______________________
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CS F O R  S P O N S O R  S U B S T I T U T E  F O R  SENATE J O I N T  R E S O L U T I O N  NO. 5 0 ^ $

IN THE L E G I S L A T U R E  O F  T H E  STATE OF A L A S K A  

SI X T EENTH L E G I S L A T U R E  - FIRST S E SSIO N

P r o p o s i n g  amendments to the C o n s t i t u t i o n  

o f  the State of A l a s k a  amend ing p r o v i­

sions relat ing to the A l a s k a  p ermanent 

fund; e s tabli shing t e m p o r a r y  provisions  

r e l a t i n g  to d e d i cated funds, the A l a s k a  

p e r m a n e n t  fund, the expend iture limit,

and the budget s t a b i l i z a t i o n  fund; and 

suspen d i n g  the o p e r a t i o n  of p rovisions 

r e l a t i n g  to dedicated funds, the A l a s k a  

p e r m a n e n t  fund, and the a p p r o p r i a t i o n

l i m i t .

BE IT RESOLVED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Sect ion 1. A r ticle IX, sec. 15, C o nstituti on of the State of Alaska, 

is a m e n d e d  to read:

SECTION 15. A L A S K A  P E R M A N E N T  FUND. At least twe nty-five p e r

cent of all rvineral . lease rentals, royalties, r o y a l t y  sale proceeds, 

federal m i n e r a l  r e venu e sharing payments  and b o nuses r e c eived b v  the 

State shall be placed in a p e r m a n e n t  f u n d . The fund is e s t a b l i s h e d  as 

a trust on behalf of all the res id e n t s  of the State and its principa l 

shall be invested in a c c o r d a n c e  w i t h  the prudent i n v estor rule in [, 

TH E  PRINC I P A L  OF W H I C H  SHAL L BE U S E D  ONLY FOR THOSE] i n c o m e - p r o d u c i n g  

investments spe cif i c a l l y  d e s i g n a t e d  b y  law as eligible for pe rmanent 

fund investments. All income f r o m  the permanent fund shall be d e p o s­

ited in the general fund unless o t h e rwise provided  by law.

* Sec. 2. Article XV, C o n s t i t u t i o n  of the State of Alaska, is a m end ed
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by adding new sec t ion s to read:
SECTION 29. DEDICATED FUNDS. (a) The operation o f Sect ion 7 of 

A r t i c l e  IX i s  suspended from Ju ly  1, 1991, through June 30, 1996, and 
t h i s  sec t ion  app l ie s in  l i e u  of Sect ion 7 of A r t i c l e  IX.

(b) The proceeds of any s ta te  tax  or l icense s h a l l  not be ded i­
cated to any spe c ia l  purpose, except as provided in Sections 30 and 32 
of t h i s  a r t i c l e  or when requ ired  by the federa l government fo r  s ta te  
p a r t i c ip a t io n  in  fede ra l  programs. This prev is ion s h a l l  not p roh ib i t  
the; continuance of any ded ica t ion fo r  spec ia l purposes e x i s t i n g  upon 
the date of r a t i f i c a t i o n  of Section 7 o f A r t i c le  IX by the people of 
A laska .

SECTION 30. ALASKA PERMANENT FUND. (a) The operation of Sec­
t io n  15 of A r t i c l e  IX i s  suspended from Ju ly  1, 1991, through June 30, 
1996, and th i s  sec t ion  app l ies in  l i e u  of Section 15 of A r t i c l e  IX.

(b) At le a s t  twenty-five percent o f a l l  mineral lea se  r e n ta l s ,  
r o y a l t i e s ,  ro y a l t y  sa le  proceeds, fe d e ra l  mineral revenue sharing 
payments and bonuses rece ived by the S ta te  sha l l  be placed in  a perma­
nent fund. The fund i s  e s tab l i sh ed  as a t ru s t  on beha l f  o f  a l l  the 
re s id en ts  o f the State and i t s  p r in c ip a l  sh a l l  be inves ted  in  accor­
dance w ith  the prudent in ve s to r  r u le  in  income-producing investments 
s p e c i f i c a l l y  designated by law as e l i g i b l e  for permanent fund in v e s t ­
ments .

(c) The income of the permanent fund s h a l l  be d i s t r i b u t e d  as 
f o l l o w s :

(1) f i f t y  percent to be used fo r  dividends fo r  S ta te r e s i ­
dents as provided by law;

(2) t h i r t y  percent to be added to the p r in c ip a l  o f the 
permanent fund to help o f f s e t  the e f f e c t  o f in f l a t io n  and increase the 
p r in c ip a l ;  and

CSSSSJR 5( ) -2-
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(3) twenty p e rcent to the b u d g e t  s t a biliz ation fund e s t a b­

lished under S e ct ion 3 2  of this article.

SECTION 31. E X P E N D I T U R E  LIMIT. (a) The op eration of S e c t i o n  16

of Article IX is suspe nded from July 1, 199 1 ,  through June 30, 1 9 9 6 ,

and this section applies in lieu of S e ction 16 of A r t icle  IX.

(b) E x cept for appropriat ions to the pe rmanent fund or for

A l a s k a  permanent fund dividends, a p p r o pri ations to the b u d get s t a b i l i­

zation fund, a p p r o priations by the l e gislatu re to meet a State n a t u r a l  

disaster decla red b y  the governor as p r e s c r i b e d  by law, a p p r o p r i a t i o n s  

of revenue b o n d  proceeds, and a p p r o p r i a t i o n s  of m o n e y  r e c e i v e d  from a 

n o n - S t a t e  source in trust for a specific purpose, including r e v e n u e s  

of a public enterprise or public c o r p o r a t i o n  of the State that issues

r e ven ue bonds, appropri ations from the treasury made for a fiscal y e a r
\jk basik- sorvVce.s \eAr€.l of ^\.<-[ bi 11 »ov̂ . ^

m a y  not exceed approp riations m a d e  for the preceding  f i s c a l  y e a r

-Vo b'v-yi {^5 by la v\Tj ~  j
adjusted, as p r e s c r i b e d  by law, for the change in p o p u l a t i o n  a n d  I

inflation since the begi n n i n g  of the p r e c e ding fiscal year.

(c) During a fiscal ye ar the l egi slature m a y  exceed the e x p e n d i­

ture limit u n d e r  (b) of this section if each bill that e x c e e d s  the

O h }
limit is passed by a f firmative vote of t w o - t h irds of the m e m b e r s h i p  of 

each house of the legislatur e or, n o t w i t h s t a n d i n g  Sections 1 and 14 o f  

A r t i c l e  II and A r t i c l e  XI, is a p p rove d by the voters as p r e s c r i b e d  b y  

law. The voters shall, for each bill for appropriations f or c a p ital 

projects, be informed  as provided by law of the cost of ope rations and 

mainte n a n c e  of each capital project.

(d) The m o n e y  received by the Stat^^dtTring a fiscal year that is

subject to the < Lure limit up r (b) of this section, that does

not exceed that l i m i t , and tljar is"""nUT— ftfq;iropriated under (b) or (c)

of this s^ftion shall ^ ^ o e p o s i t e d in the principal of the p e r m a n e n t

fund.
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