
ALASKA LEGISLATURE COMMITTEE FILES 1995-1996 8672
8768 HOUSE STATE AFFATRS 1___________________________

'  ■ -





THE FOLLOWING PAGES 
WERE TREATED AS A UNIT 

IN THE ORIGINAL FILE



L O N G  R A N G E  F I N A N C I A L  P L A N  

(October 1995)

O V E R V I E W

House/ Senate State Affairs Committee Mtg. 
February 8, 1996



FINAL REPORT DATED OCTOBER, 1995

PRESENTATION TO THE JOINT HOUSE/SENATE STATE AFFAIRS
COMMITTEE

THURSDAY, FEBRUARY 8. 1996

1. THE LONG RANGE FINANCIAL PLANNING COMMISSION
REPORT DATED OCTOBER, 1995

2. Minority Report - Long Range Financial Planning Commission

LEGISLATION: ( by request of the Long Range Financial Planning 
Commission)

3. SCR 23 - Relating to Long Range Financial Planning
(Also see HCR 23)

4. SJR 33 - Amendments to the Constitution relating to the
Budget Reserve Fund (Also see HJR 56)

5. SJR 34 - Amendment to the Constitution relating to the
Permanent Fund (Also see HJR 55)

6. SB 233 - Municipal Property Tax Exemption for Certain
Residents (Also see HB 444)

7. SB 234 - Increase Tobacco Taxes (Also see HB 442)

8. SB 235 - Increase Alcohoi Taxes (Also see HB 441)

9. SB 236 - Increase Motor Fuel Taxes (Also see HB 443)

10. SB 237 - Increase Motor Vehicle Registration Fees
(Also see HB 445)

11. SB 210 - Increase Tobacco Taxes (By Senator Ellis)

12. Correspondence received by the State Affairs Committee 
regarding the Long Range Financial Planning Commission Plan



Alaska State Senate
S e n a t o r  S t e v e  R ie g e r

D is t r ic t  I

Senate Finance Committee
Clmir, Senate Transportation Committee

Ditrin/j Session: 

S ta te  C ap ito l, Room  516 
J u n e a u , A la sk a  99S01 

(907) -IG5-9879

L e g is la t iv e  B udge t an d  A u d it C om m ittee  
A d m in is tr a t iv e  R e g u la t io n  R ev iew  C om m ittee  
L e g is la t iv e  C o u n c il

716 W est 4th A ven ue . S u ite  530 
A n cho rage , A la s k a  99501 

(907) 25S-8ISS

MINORITY REPORT

The Long Range Financial Planning Commission has identified a 
series of measures which w ould balance revenues and expenditures over the 
next ten or more years. However, the final Commission Report goes beyond 
that task, and recommends additional taxes beyond those which are part of 
closing the fiscal gap, and which instead serve to place additional money into 
the corpus of the Perm anent Fund. These additional m easures are excessive.

The major reason for concern about the fiscal gap was the prospect that, 
if action was not taken, there would be a crisis reached which w ould trigger a 
sudden drop in state spending and threaten the economy and people's jobs, or 
a major (in the nine figures) new tax such as an income tax or a statewide 
sales tax, or both. These outcomes are avoided in the Minority Report's plan. 
However, a major new tax is included in the Commission report.

There are some sim ilarities. The Minority Report agrees w ith a 
num ber of points in the Commission's recom mendations. The m ost notable 
among them  include the following:

1. A baseline forecast of revenues and expenditures shows an ever- 
w idening divergence, or "fiscal gap." With no alteration of course all 
reserves w ould be depleted within a few years. Therefore some sort of 
action is clearly necessary.

2. Cutting spending is a necessary component of closing the fiscal gap.

3. A series of smaller revenue-raising measures, including excise taxes, 
fees to support specific programs, and motor fuel taxes contribute, in 
the aggregate, a significant am ount toward closing the fiscal gap.

4. Inflation-proofing should become a top priority or even autom atic for 
the Alaska Perm anent Fund. In addition, a portion of the rem aining 
earnings after inflation-proofing should be used for general fund 
purposes, even though it will have an effect on the size of the 
dividend.



The fiscal m easures described above are surprisingly powerful in 
themselves. They can close the fiscal gap for a decade, and actually build up 
significant cash reserves at the same time. Under a "Composite Scenario" 
developed during  the Commission's deliberations, (and using the 
Commission's assumptions), by the year 2010 these m easures would result in 
a Perm anent Fund balance of almost $30 billion and additional cash reserves 
of over $5 billion. In today's dollars these num bers would be over $19 billion 
and $3 billion respectively.

The Composite Scenario was pu t together largely out of the work of the 
Commission. There were a num ber of individual assum ptions or points 
which differ from w hat the Minority Report would prefer to see. However, 
these were not sufficient in themselves to necessitate a dissenting Minority 
Report. The Composite Scenario represents a reasonable course for Alaska.

D iscussion of Differences. Where the Commission Report and the 
Minority Report part company most dramatically is the extent to which they 
pursue the goal of m aking the Perm anent Fund and "endowment" for future 
governm ent spending. To pursue this thought, the Commission Report 
recommends diverting an additional $250 million of today's royalties away 
from the general fund and into the Permanent Fund, thereby cutting the 
present state revenue stream by approximately $250 million per year and 
actually increasing the fiscal gap; by dum ping most present or forecast cash 
reserves into the Perm anent Fund; reducing the dividend payout more than 
in the "Composite Scenario" referred to above; imposing an additional $40 
million to $50 million per year in small taxes over those used in the 
Composite Scenario; and by imposing a major new personal income tax 
generating $385 million per year by the year 2010. These measures, plus 
calling for smaller reserves of $1.5 billion, compared to $5 billion in the 
Composite Scenario, result in a Permanent Fund which is a little over $40 
billion in the year 2010, or the equivalent of $26 billion in today's dollars.

In the Minority Report’s view, these additional m easures are not 
worth the sole accomplishment of a Permanent Fund which is 1 /3  larger in 
size. They do not succeed in creating an endowment for state spending, and 
impose taxes w hen they are not needed. The Permanent Fund can be a very 
substantial source of stability and cash for the future. However, in neither the 
plan advanced by the Commission nor in the Composite Scenario does it 
come even close to being the sole source of funding for state government.

The fiscal gap can be closed satisfactorily for the next decade with a 
much more m odest set of measures. These measures w ould be similar to 
those show n in the Composite Scenario referred to above. While they are 
actually sufficient to cover forecast cash needs through the year 2010 with 
room to spare, the M inority Report recommends that the fiscal outlook be 
revisited in approximately the year 2005, when the state begins to be faced



once again w ith draw ing dow n cash reserves rather than building up cash 
reserves. A t that time the state will probably have to choose between making 
further cuts in  spending, or m aking a yet greater draw  on after-inflation 
Perm anent Fund Earnings (resulting in a reduced dividend payout), or 
imposing additional taxes. It is possible that at that time the state will be 
seeing new revenues under the existing fiscal structure, because of ANWR 
activity, gas line activity, or other new developments, bu t the Minority 
Report would no t recom m end relying on those developm ents at this time. 
They will be pa rt of th ■> information available at the revisit ten years from 
now .

An argum ent raised for the Endowm ent approach is an assertion that 
the Composite Scenario does not do enough beyond the year 2005, when the 
gap starts w idening again. However, a close look at the Endowment Plan 
shows that the gap is not closed because of the larger Perm anent Fund. Both 
plans show a deficit in the year 2010 absent additional measures. The 
spreadsheet for the Endowm ent Plan shows a deficit $503 smaller than the 
Composite scenario; however, the Endowm ent Plan has $371 million higher 
taxes that the Composite Plan in that year, and $276 million lower transfers to 
the Perm anent Fund Dividend program. In other words, higher taxes and 
lower dividends account for more than 100% of the net fiscal difference 
between the two plans, even in the year 2010. At the same time, m uch of the 
larger Perm anent Fund earnings under the Endowm ent Plan by the year 2010 
primarily serve to offset the higher royalty contribution rate to the fund.

Sum m ary. The fiscal gap is a real problem which dem ands immediate 
action. However, the action required is quite manageable and—while it will 
be felt—it will not place dram atic strains on the Alaskan economy or 
individual Alaskans. In contrast, the action recom mended in the 
Commission report attem pts not only to close the fiscal gap bu t also attempts, 
unsuccessfully, to create an endowm ent for state government. In doing so 
the Commission Report recom mends a more disruptive course than is 
necessary, w ith greater effects on the economy and on individuals, especially 
because of the personal income tax. The Minority Report recom mends taking 
only those actions which are required to close the fiscal gap. While the details 
may be the subject of debate, the Composite Scenario show n in the attached 
spreadsheet is representative of the action needed.



Appendix

The attached spreadsheet was presented to the Long Range Financial 
Planning Commission on September 29-30, when the Commission was 
developing its final recommendations. It uses assumptions which had been 
developed by the LRFPC at that time.



R I E G E R  C O M P O S I T E  S C E N A R I O  P R O J E C T I O N  —  S E P T E M B E R  3 0

PERM AN EN T  FUND  EA R N IN G S  AT 7.94V. (AV J )  (N om in a l D o lla rs )

EI.9.5 EHL9J F.Y.9B FX99 H .Q Q B L Q l ELP2 EYL93 EY-Q.4 EY.Q0 FY07 E IQ 8 Ett>9 EYJ0
AVA ILABLE R EV EN U ES  f$ M illio n s) :
Ex isting  G ene ra l F un d  so u rc e s 1,952 1,919 1,997 2,030 2,062 2,003 2,059 2,058 2,052 2,030 1,985 1,936 1,950 1,910 1,870
t i l t  ANS Export B an 20 20 20 20 20 20 20 20 20 20 20 20 20 20
How oil p roduc lion 25 100 100 100 100 100
Perm anon l F und  N o l E a rn in g s 1.213 1,391 1.450 1,514 1,581 1,651 1.722 1,796 1,872 1,951 2,031 2,114 2,200 2,288 2,379

Perm anen t F un d  In lla lion-Proofing -429 -494 -541 -566 •592 -619 -647 •676 -706 737 -768 -800 -834 •868 -904
Tran sfer to P e rm anen l Tund E a rn in g s  R e se rv e •219 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Highway Motor F u e l T ax 0  $.219/gat.. Indexed) 39 41 43 45 47 50 52 55 57 60 63 66 69 73
Marino Motor Fue l Tax (S.OD/gal., p e r HB 122. indexed) 5 5 5 G 6 6 7 7 7 0 8 a 9 9
Tobacco Tax ($1/pkg c lg s: 75%/chewing; +25p b ienn ia lly) 43 44 44 5G 57 59 71 72 73 87 88 102 104 106
Motor veh ic le  lic en se  Iee9 (doub le) 29 29 30 30 31 31 32 32 33 33 34 35 35
U ser le o  In c re a se s 3 6 9 12 15 15 15 15 15 15 15 15 15 15
Alcohol la x e s  ( In c rea se  s im ila r la  HB 96) 20 21 21 21 22 22 22 23 23 23 24 24 24

TOTAL R EV EN U ES 2,517 2,926 3,072 3,159 3,241 3,312 3,336 3,396 3,441 3,505 3,594 3,600 3,686 3,706 3,728
Note: P F  eo rn ln g s u s e d  lo r G F p rog ram s 350 394 469 509 617 647 603 713 740 766 792 728 756 785

Nolo; C um u la livo  S p end ing  C u ts  total 40 70 100
EXPEN D ITU RES ($ M IIIIo iib );
To la l GF sp en d in g  on curren t p rogram s 2,476 2,436 2,406 2,376 2,471 2,570 2.673 2,700 2,891 3,007 3,127 3,252 3,382 3,517 3.G58
Perm anen l Fund  D iv iden d s 565 575 550 525 525 473 502 520 542 565 589 613 638 664 691
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C o n e li lu llo n n l B u d g e t R e s e r v e  b e g in n in g  b a la n c e 2,006 1,107 1,592 1,957 2,487 2,888 3,337 3,707 4,035 4,294 4,496 4,655 4,681 4,639 4,454
Into rest 125 09 09 122 155 180 200 232 252 268 281 201 203 200 278
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Drawn for GF spending 524 85 -tto •258 -2X5 •260 •let •06 -6 67 122 265 334 475 021
CBR Transfer to Permanent Fund Principal 1000
C o n s titu t io n a l B u d g e t R e s e r v e  e n d in g  b a la n c e 1,107 1,592 1,957 2,487 2,888 3,337 3,707 4,035 4,294 4,496 4,655 4,681 4,639 4,454 4,112

PF E a rn in g s  R e s e r v e  b e g in n in g  b a la n c e 703 904 904 904 904 904 904 904 904 904 904 904 604 904 904
Net Ircm PF F.arnlngs rtol used lor GF 210 0 0 0 0 0 0 0 0 0 0 0 0 0 0
PF Earnings reserve transfer to P r  Principal 0 0 0 0 0 0 0 0 0 0 0 0 0 0
PF E a rn in g s  R e s e r v e  e n d in g  b a la n c e 904 904 904 904 904 904 904 904 904 904 904 904 904 90t 904

A la sk a  P e n n a n e n t F u n d  b e g in n in g  b a la n c e 14,139 1G.2B5 17,006 17,790 18,615 19,470 20,353 21,262 22,197 23,161 24,153 25,170 26,214 27,300 28,414
D ed ica ted  s la te  re v e n u e s  • DOR Sp ring m id-case 217 227 244 259 263 264 261 259 258 256 249 243 253 246 239
FY end  p rincipa l b a la n ce  be fo re  In lla lion-proo ling & dep o s its 14,356 10,512 17,250 10,049 18,878 19,734 20.614 21.521 22,455 23,417 24,402 25.413 26,467 27,546 28,653
Deposits to P rin c ipa l (rom CBR 1,000 0 0 0 0 0 0 0 0 0 0 0 0 0 0
D eposits lo  P rin c ipa l P F ER 500 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Inlla lion-Prooling 429 494 541 566 592 619 647 676 706 737 768 800 834 868 904
FY end ing b a lan ce  In fla tion P roofed 16,205 17,006 17,790 10,615 19,470 20,353 21,262 22,197 23,161 24,153 25,170 26,214 27,300 28,414 29,557
E scrow  A ccoun ts a n d  S e lt lem en ts 142 153 165 170 192 208 224 242 261 282 305 329 355 384 414
N e l incom e (Ca lcu la ted) 1,190 1,391 1,450 1,514 1,581 1,651 1.722 1,796 1.872 1,951 2,031 2,114 2,200 2,288 2,379
Rea l Return 761 097 909 949 990 1,032 1.075 1,120 1,166 1,214 1,263 1,314 1,366 1.420 1,476
Perm anen l F und  D iv iden ds 582 575 550 525 525 473 502 520 542 565 589 613 638 664 691
Income Iran s ln rre d  lo  (fmrn) G ene ra l F un d -40 350 394 469 509 617 647 683 713 740 768 792 7?R 756 785
A la sk a  P e rm an en t F u n d  e n d in g  b a la n c e 16,285 17,006 17,790 18,615 19,470 20,353 21,262 22,197 23,161 24,153 25,170 26,214 27,300 28,414 29,557
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RIEGER COMPOSITE SCENARIO PROJECTION — SEPTEMBER 30
PERM AN EN T FUND EA RN IN G S  AT <1.79% (rea l) (FY 96 Dolln rn)

E v s g EY 97 F J J n E.Y.99 E L o o E m FXP2 FJ-03 FX0.4 1105 e i m FY07 EYO 8 E M ? EM P .
AVA ILABLE R EV EN U ES  (S M illio n s ) :
E x ls lin g  Gonora l F un d  so u rce s 1,952 1,663 1,660 1,659 1,822 1,784 1,709 1,656 1,600 1,540 1,454 1,374 1,342 1,274 1,209
L lll AN S  E xpo tl B en 19 19 18 18 17 17 16 16 15 15 14 14 13 13
Now o il p roduc llon 19 73 71 69 67 65
Perm anen t Fund  N et En rn ln g s 1,213 1,351 1,365 1,381 1,398 1,414 1,430 1,445 1,460 1,474 1,408 1,501 1,514 1,526 1,538

P e rm anen l F u n d  Inflation-Proofing -<129 ■479 -509 -516 •523 •530 •537 •544 •550 •557 •563 -568 •574 •579 •584
T ron s le r lo  Po rm anan l Fund  E a rn in g s R e se rve •21U 0 0 0 0 0 0 0 0 0 0 0 0 0 0

H ighway Motor F u e l T ax  0  F.219/gal., Indexed) 38 39 39 40 41 41 42 43 43 44 45 45 48 47
Marine Motor F u e l Tnx ($.08/gal.t per MB 122, Indexed) 5 5 5 5 5 5 5 5 G 6 G 6 C 6
Tobacco  Tax (JU pkg  c lg s ; 75 Vclinw ing ; +25* IrlennlaHy) 42 41 42 51 51 50 59 58 57 66 65 73 72 70
Motor v eh lc la  llc e n so  le e s  (double) 28 28 27 27 26 26 26 25 25 25 24 24 23
U ser le e  in c re a se s 3 6 8 11 13 12 12 12 11 11 11 10 10 10
Alcohol ta x e s  ( In c rea se  s im ila r lo  HB 96) 19 19 18 18 18 IB 17 17 17 17 16 16 16

TOTAL R EV EN U ES 2,517 2,041 2,892 2,883 2,068 2,840 2,772 2,735 2,686 2,652 2,636 2,559 2,539 2,475 2,412
Note: P F  ea rn in g s  u s e d  lo r GF p rog ram s 0 340 371 420 450 529 537 550 556 559 561 562 501 504 507

Note: C um u la tive  Sp end in g  C u ts  to la l 39 66 91 0 0 0
EXPEN D ITU R ES  (S M illio n s) :
Total GF spen d in g  on curren t p rog ram s 2,<176 2,365 2.264 2,167 2,184 2,202 2,219 2,237 2,255 2,273 2,291 2.309 2,327 2,346 2,364
P erm anen l F un d  D iv iden d s 565 558 518 479 464 405 416 419 423 427 431 435 439 443 446

TOTAL EXPEN D ITU RES 3,041 2,924 2,782 2,646 2,648 2,607 2,636 2,655 2,678 2,700 2,722 2,744 2,766 2,788 2,811

1 PRO JECTED  ANNUAL F ISC AL G AP -624 -02 110 237 219 233 136 80 6 -48 -86 -165 •227 -314 -398l
ORAW FROM CBR 624 8? -109 -235

C o n s t itu t io n a l B u d g e t R e s e r v e  b e g in n in g  b a la n c e 2,006 1075 1498 1785 2199 2474 2771 2983 3147 3246 3293 3305 3221 3094 2079
Interest 125 67 94 112 137 155 173 160 107 203 200 207 201 103 100
SolllemtrtJ 500 465 M l 137 0 0 0 0 0 0 0 0 0 0 0
Orawn lorGFspvrxllng 524 82 ■109 •235 •217 •230 •134 ■77 -6 51 89 108 230 317 401
CBR Tramlar lo Pormananl Fund Principal 1000 0 0 0 0 0 0 O 0 0 0 0 0 0 0
C o n s t itu t io n a l B u d g e t R e se r v e  e n d in g  b a la n c e 1,107 1,545 1,842 2,269 2553 2B59 3078 3247 3349 3398 3410 3323 3192 2971 2658

PF E a rn in g s  R e s e r v e  b e g in n in g  b n la n c e 703 878 851 824 799 774 751 727 705 683 GG2 642 622 603 584
Not Irom PF Eflinlnga nol usod lor GF 210 0 0 0 0 0 0 0 0 0 0 0 0 0 0
PF Earnings resorve Iranalor lo PF Principal 0 0 0 0 0 O 0 0 0 0 0 0 0 0 0
PF E am ln gB  R e s e r v e  e n d in g  b a la n c e 904 878 851 824 799 774 751 727 705 683 6G2 642 622 603 5B4

A la sk a  P e rm an en t F u n d  b e g in n in g  b a lo n c e 14,139 15,812 16,003 16,226 18,455 16,680 18,899 17,109 17,311 17,506 17,694 17,870 18,038 18,206 18,365
D ed ica ted  sto le  re v e n u e s  • DOR Spring m id-case 217 220 230 236 232 226 217 208 201 193 182 173 174 164 154
FY en d  principa l ba la rx :e  bo lo ro  In lla lion-proo ling & de p o s its 14.356 16.033 16,233 16,462 16,687 16,906 17,116 17,318 17,512 17,700 17,876 18,043 18,212 18,370 18,520
D eposits to P rin c ipa l Irom  CBR 1,000 0 0 0 0 0 0 0 0 0 0 0 0 0 0
D eposits lo  P rin c ipa l P FER 500 0 0 0 0 0 0 0 0 0 0 0 0 0 0
In lla lion-Prooling 429 479 509 516 523 530 537 544 550 557 563 568 574 579 584
FY end ing  ba lan ce  In tla lion P roo led 16.285 16.512 16,742 16,978 17.210 17,436 17.653 17,862 18.063 18,256 18,439 18,611 18,785 18,949 19,104
E scrow  A ccoun ts an d  S e ttlem en ts 142 148 155 163 170 178 186 195 204 213 223 234 245 256 268
Net Incom e (Ca lcu la ted) 1,190 1,351 1,365 1,381 1,398 1,414 1,430 1.445 1.460 1,474 1,488 1,501 1,514 1.526 1,538
Rea l Return 761 871 856 865 875 884 893 901 910 918 925 933 940 947 954
Perm anent Fund  D iv iden d s 582 558 518 479 464 405 416 419 423 427 431 435 139 443 446
Incom e tran sfe rred  lo  (trorn) G ene ra l Tund ■40 340 371 428 450 529 537 550 556 559 561 562 501 504 507
A la sk a  P o rm anon t F u n d  e n d in g  b a la n c e 16,285 16,512 16,742 16.978 ,210 17,436 17,653 17,062 18,063 18,256 18,439 1B.611 18,785 18,949 19,104
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SENATE CONCURRENT RESOLUTION NO. 23

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE LONG RANGE FINANCIAL 
PLANNING COMMISSION

Introduced: 1/22/96 
Referred: STA, JU1), FIN

A RESOLUTION

1 Relating to long range financial planning.

2 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

3 WHEREAS the state has spent more than it has collected in revenue during six of the

4 past nine fiscal years; and

5 WHEREAS the state’s fiscal year 1996 fiscal gap between revenue and expenditures

6 is estimated to be $429,000,000; and

7 WHEREAS petroleum revenue currently accounts for about 80 percent of unrestricted

8 general funds and Alaska’s petroleum production is projected to decline by one-third during

9 the next 10 years; and

10 WHEREAS the fiscal gap is projected to grow steadily to $1,650,000,000 by fiscal

11 year 2005 if the state does nothing in terms of reducing expenditures or raising revenue; and

12 WHEREAS, without changes in projected revenue and expenditures, current reserves

13 in the constitutional budget reserve fund will be depleted by fiscal year 2000; and

14 WHEREAS, in fiscal policy forums held during the past five years, the identified

15 fiscal tools needed to address the fiscal gap include spending reductions, use of liquid

16 reserves, tax and fee increases, and use of permanenl fund income; and

17 WHEREAS, in fiscal policy forums held to dale, the conclusion has been that neither

SCR023A -I- S C R  23
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budget cuts alone nor any single fiscal tool is sufficient to address the fiscal gap, and that all 

tools must be used in combination to bring about state economic stability; and

WHEREAS the members of the Long Range Financial Planning Commission (LRFPC) 

were jointly appointed by the governor and legislature to build upon the work of previous 

fiscal policy studies and the findings of public forums, and were charged with developing 3-, 

5-, and 10-ycar financial plans for balancing revenue and expenditures; and

WHEREAS the financial plan developed by the LRFPC makes the permanent fund 

the cornerstone of the state’s fiscal future through a constitutional amendment establishing the 

permanent fund as an endowment that will continue to grow witli additional deposits and 

retained earnings as well as provide a reliable annual payout to the general fund in order to 

replace declining future oil revenue; and

WHEREAS the financial plan recommended by the L.RFPC contains a combination 

of spending reductions including reductions in permanent fund dividends, use of permanenl 

fund earnings, and revenue increases that will close the fiscal gap by fiscal year 2000 and 

balance revenue with expenditures through fiscal year 2005; and

WHEREAS the LRFPC’s plan proposes a constitutional amendment that resolves 

problems with the existing constitutional budget reserve fund and maintains a SI,500,000,000 

continuing balance to cushion oil price volatility; and

WHEREAS the combination of fiscal policies recommended by the LRFPC puts the 

slate on firm fiscal ground and strikes a balance between current needs and providing a legacy 

of petroleum wealth to the next generation; and

WHEREAS the LRFPC recommended fiscal year 1997 actions to narrow the fiscal 

gap to $387,000,000 that includes general fund spending reductions and increased taxes and 

user fees;

RE IT RESOLVED that the Nineteenth Alaska State Legislature intends to use the 

recommendations of the Long Range Financial Planning Commission as a starting point in 

developing the Legislature’s fiscal year 1997 budget and long range financial plan; and be it 

FURTHER RESOLVED that the Nineteenth Alaska State Legislature adopts the 

recommendation of the LRFPC to narrow the fiscal gap in fiscal year 1997 to $387,000,000, 

except that the Legislature reserves the right to change the mix of spending reductions and 

revenue increases; and be it

$
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FURTHER RESOLVED that the Nineteenth Alaska State Legislature adopts the 

recommendation of the LRFPC to close the fiscal gap by fiscal year 2000; and be it

FURTHER RESOLVED that the Nineteenth Alaska State Legislature adopts the 

recommendation of the LRFPC to annually balance state revenue with expenditures from fiscal 

year 2000 through fiscal year 2005, and urges subsequent Alaska State Legislatures to follow 

this recommendation- and be it

FURTHER RESOLVED that the Nineteenth Alaska State Legislature adopts the 

recommendation of the LRFPC that the Legislature and the Governor should report annually 

to the people of the state on actions taken to close the fiscal gap and the effects of those 

actions on the LRFPC’s base case projections; and be it

FURTHER RESOLVED that the Nineteenth Alaska State Legislature urges all 

Alaskans to learn about Alaska’s fiscal situation and to support the actions necessary to close 

the fiscal gap; and be it

FURTHER RESOLVED that the Twentieth Alaska Stale Legislature is urged to create 

and appoint a successor Long Range Financial Planning Commission in 1998 to assess 

progress in closing the fiscal gap and to recommend further actions lo close the fiscal gap and 

maintain a balanced stale budget.

COPIES of this resolution shall be sent to the Honorable Tony Knowles, Governor 

of Alaska; the Honorable Diuc Pearce, President of the Senate; the Honorable Gail Phillips, 

Speaker of the House of Representatives; and to the members of the Long Range Financial 

Planning Commission.
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SENATE JOIN T RESOLUTION NO. 33 

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE LONG RANGE FINANCIAL 
PLANNING COMMISSION

Introduced: 1/22/96 
Referred: STA. ,JUI), FIN

A RESOLUTION

1 Proposing amendments to the Constitution of the State of Alaska relating to the

2 budget reserve fund.

3 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 WHEREAS Article IX, see. 17(a), Constitution of the State of Alaska, is amended to

5 read:

6 (a) There is established as a separate fund in the State treasury the budget

7 reserve fund. The purpose of the budget reserve fund is to help stabilize State

8 spending from year to year. Except for money deposited into the permanent fund

9 under Section 15 of this article, all money received by the Sta‘e after July 1, 1990, as

10 a result of the termination, through settlement or otherwise, of an administrative

11 proceeding or of litigation in a State or federal court involving mineral lease bonuses,

12  rentals, royalties, royalty sale proceeds, federal mineral revenue sharing payments or

13 bonuses, or involving taxes imposed on mineral income, production, or property, shall

14 be deposited in the budget reserve fund. Money in the budget reserve fund shall be

15 invested so as to yield competitive market rates to the fund. Income of the fund shall

16 be retained in the fund. Section 7 of this article does not apply to deposits made to
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the fund under this subsection. Money may be appropriated from the fund only as 

authorized under (b) or (c) of this section.

* Sec. 2. Article IX, sec. 17(b), Constitution of the State of Alaska, is amended to read:

(b) If the amount of unrestricted revenue available [FOR APPROPRIATION] 

for a fiscal year is less than the combined amount of unrestricted revenue and 

money from the budget reserve fund appropriated for the previous fiscal year, an 

appropriation may be made from the [BUDGET RESERVE] fund. However, the 

amount appropriated from the fund under this subsection may not exceed the amount 

necessary [, WHEN ADDED TO OTHER FUNDS AVAILABLE FOR 

APPROPRIATION,] to provide for total appropriations of unrestricted revenue and 

money from the fund equal to the amount of appropriations made from these sources 

[IN THE PREVIOUS CALENDAR YEAR] for the previous fiscal year. The 

legislature shall implement this subsection by law For purposes of this 

subsection, "unrestricted revenue” means all money received bv the State during 

a fiscal year except money held in trust, received from the federal government for 

a particular purpose, or dedicated for a particular purpose as permitted bv this 

constitution.

* Sec. 3. Artie e IX, sec. 17(d), Constitution of the State of Alaska, is repealed.

* Sec. 4. The amendments proposed by this resolution shall be placed before the voters of 

the state at the next general election in conformity with art. XIII, sec. 1, Constitution of the 

State of Alaska, and the election laws of the state.
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SENATE JOINT RESOLUTION NO. 34

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE LONG RANGE FINANCIAL 
PLANNING COMMISSION

Introduced: 1/22/96 
Referred: SPA, JUl), FIN

A RESOLUTION

1 Proposing on amendment to the Constitution of the State of Alaska relating to

2 the permanent fund.

3 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 * Section I. Article IX, sec. 15, Constitution of the State of Alaska, is amended to read:

5 SECTION 15. ALASKA PERMANENT FUND. At least liftv percent

6 [TWENTY-FIVE PER CENT] of all mineral lease rentals, royalties, royalty sale

7 proceeds, federal mineral revenue sharing payments and bonuses received by the State

8 shall be placed in a permanent fund, the principal of which shall be used only for

9 those income-producing investments specifically designated by law as eligible for

10 permanent fund investments. Income [ALL INCOME) from the permanent fund shall

11 he retained in the permanent fund, except that appropriations may he made from

12 the income to [DEPOSITED IN] the general fund. Annual appropriations from the

13 permanent fund may not exceed four percent of the average market value of the

14 permanent fund durine the immediately preceding live years. The legislature

15 shall implement this section [UNLESS OTHERWISE PROVIDED] by law.

16 :|! Sec. 2. The amendment proposed by this resolution shall be placed before the voters of
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the state at the next general election in conformity with art. XIII, sec. 1, Constitution of the 

State of Alaska, and the election laws of the state.
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SENATE BILL NO. 233 

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE LONK RANCE FINANCIAL 
PLANNING COMMISSION

Introduced: 1/22/96 
Referred: STA. JUI). FIN

A BILL

FOR AN AC I ENTITLED 

"An Ait relating to municipal property tax evemptioiis lor certain residences and 

to property lax equivalency payments for certain residents; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;

* Section I. \S  030(10 is amended lo read;

(h) Nothin:; [EXCEPT AS PROVIDED IN (g) OF THIS SECTION, 

NOTHING) in (j] |(e) - (j)| of this section affects similar exemptions from property 

taxes granted by a municipality on September 10. 1972 [, OR PREVENTS A 

MUNICIPALITY FROM GRANTING SIMILAR EXEMPTIONS BY ORDINANCE 

AS PROVIDED IN AS 29.45.050).

* Sec. 2. AS 29.45.030(k) is amended lo read:

(k) The department shall adopt regulations lo implement the provisions of [(g) 

AND) (j) of this section.

* See. 3. AS 29.45.050(i) is amended to read:

SB0233A • I*
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(i) A municipality may by ordinance approved by the voters exempt from 

taxation all o r nart of the assessed value [THAT EXCEEDS $150,000] of real 

property owned and occupied as a permanent place of abode by a resident who is

(1) 65 years of age or older;

(2 ) a disabled veteran, including a person who was disabled in the line 

of duty while serving in the Alaska Territorial Guard; or

(3) at least 60 years old and a widow or widower of a person who 

qualified for an exemption under ( 1 ) or (2 ) of this subsection.

* Sec. 4. AS 29.45.030(a)(6), 29.45.030(c), 29.45.030(0, 29.45.030(g), 29.45.030(i), and 

29.45.040 arc repealed.

* See. 5. This Act takes effect January 1, 1997.

SB 233 -2-
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SENATE BILL NO. 234 

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE LONG RANGE FINANCIAL 
PLANNING COMMISSION

Introduced: 1/22/96 
Referred: STA, JUD, FIN

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to taxes on cigarettes and tobacco products; and providing for 

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section I. AS 43.50.190(a) is amended to read:

(a) On [THERE IS LEVIED AN EXCISE TAX OF 12 MILLS ONJ each 

cigarette imported or acquired in this state, there is levied an excise tax at the 

following rates:

( 1) on and after the effective date of this Act and through June 30. 

1999 - 62 mills:

(2) after June 30. 1999. and thronah June 30. 2002 ■ 74 mills:

(3) after .fnnc 30. 2002. and through June 30. 2005 - 86  mills: and

(4) after June 30. 2005 - 86 mills plus an additional 12 mills durinu 

each succeeding three-year period, the increase to be effective on the first day of 

the succeeding three-year period.

S B 0234A •I-
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* Sec. 2. AS 43.50.190 is amended by adding a new subsection to read:

(c) At the time of a change in the amount of tax under (a) of this section, the 

department shall give public notice of the change. The department shall also provide 

notification of the change to all persons licensed under this chapter.

* Sec. 3. AS 43.50.300 is amended to read:

Sec. 43.50.300. EXCISE 'FAX LEVIED. An excise lax is levied on tobacco 

products in the state at the rate of HIO [25] percent of the wholesale price of the 

tobacco products. The tax is levied when a person

(1) brings, or causes lo be brought, a tobacco product into the state 

from outside the state for sale;

(2 ) mak('s, manufactures, or fabricates a tobacco product in the state 

for sale in the state; or

(3) ships or transports a tobacco product to a -ctailer in the state for 

sale by the retailer.

* See. 4. This Act takes effect October 1, 1996.

SB 234 -2-
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SENATE BILL NO. 235

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE LONG RANGE FINANCIAL 
PLANNING COMMISSION

Introduced: 1/22/96 
Referred: STA, JUD, FIN

A BILL

FOR AN ACT ENTITLED

1 "An Act relating to excise taxes on alcoholic beverages; and providing for an

2  effective date."

3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 * Section 1. AS 43.60.010(a) is amended to read:

5 (a) Every brewer, distiller, bottler, jobber, retailer, wholesaler, or manufacturer

6 who sells alcoholic beverages in the state or who consigns shipments of alcoholic

7 beverages into the state, whether or not the alcoholic beverages are brewed, distilled,

8 bottled, or manufactured in the state, shall pay on all malt beverages (alcoholic content

9 of one percent or more by volume), wines, and hard or distilled alcoholic beverages,

1 0  the following taxes:

11 (1) malt beverages, per [AT THE RATE OF 35 CENTS A] gallon or

12 fraction of a gallon, at the following rates:

13 (A) on and after the effective date of this Act and lltrouuh

14 June 30. 1999 - $1.05:

SB0235A •I*
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1 (IS) after June  30. 1999. and through .Tunc 30. 2002 - $1.15;

2 (C) after .Tunc 30. 2002. anti through June 30. 2005 - $1.25:

3 and

4 (D) after June 30. 2005 - $1.25 plus an additional 10 cents

5 during each succeeding three-year period, the increase to be effective on

6 the first day of the succeeding thrce-vear period:

7 (2) wine or other beverages of 21 percent alcohol by volume or less,

8 ecu [AT THE RATE OF 85 CENTS A] gallon or fraction of a gallon, at the following

9 rates:

10 (A) on and after the effective date of this Act and through

11 June 30. 1999 • $2.50:

12 (B) after June  30. 1999. and through June 30. 2002 - $3.15:

13 (C) after June  30. 2002. and through June 30. 2005 - $3.80:

14 and

15 (1)) after June 30. 2005 - $3.80 nlus an additional 65 cents

16 during each succeeding three-vear period, the increase to he effective on

17 the first day of the succeeding three-vear period: and

18 (3) other beverages having a content of more than 21 percent alcohol

19 by volume, ner [AT THE RATE OF $5.60 A] gallon o r  fraction of a gallon, at the

20 following rates

21 (A) on and after the effective date of this Act and through

22 June 30. 1999 . $8.50:

23 (IS) after June 30. 1999. and through June 30. 2002 - $10.60:

24 (C) after June  30. 2002. and thromih June 30. 2005 - $12.70:

25 and

26 (D) after June 30. 2005 - $12.70 plus an additional $2.10

27 during each succeeding three-vear period, the increase to he effective on

28 the first day of the succeeding three-vear period.

29 * Sec. 2. AS 43.60 is amended by adding a new section to read:

30 Sec. 43.60.035. NOTICE. At the time of a change in the amount of tax under

31 AS 43.60.010(a), the department shall promptly give public notice of the change. The

SB 235 -2-
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department shall also provide notification of a change in the amount to each brewer, 

distiller, bottler, jobber, retailer, wholesaler, manufacturer, or other person liable for 

payment of the tax levied by AS 43.60.010.

* Sec. 3. This Act takes effect October 1, 1996.

$
1

2

3

4
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SENATE BILL NO. 236 

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE LONG RANGE FINANCIAL 
PLANNING COMMISSION

Introduced: 1/22/96 
Referred: STA, JUD, FIN

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to the tax on transfers or consumption of motor fuel, and

2 repealing the exemption from that tax for motor fuel which is at least 10 percent

3 alcohol I)}' volume; and providing for an effective date."

4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

5 * Section I. AS 43.40.010(a) is amended to read:

6 (a) There is levied a tax of 22 [EIGHT) cents a gallon on all motor fuel sold

7 or otherwise transferred within the state, except that

8 ( 1 ) the tax on aviation gasoline is four and seven-tenths cents a gallon;

9 (2) the tax on motor fuel used in and on watercraft of all descriptions

10 is eight [FIVE) cents a gallon; and

11 (3) the tax on all aviation fuel other than gasoline is three and two-

12  tenths cents a gallon.

13 * Sec. 2. AS 43.40.010(b) is amended to read:

14 (b) There is levied a tax of 22 [EIGHT] cents a gallon on all motor fuel

S110236 A -1 -
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consumed by a user, except that

( 1 ) the tax on aviation gasoline consumed is four and seven-tenths cents

a gallon;

(2 ) the tax on motor fuel used in and on watercraft of all descriptions 

is eight [FIVE] cents a gallon; and

(3) the tax on all aviation fuel other than gasoline is three and two- 

tenths cents a gallon.

* Sec. 3. AS 43.40.015(d) is amended to read:

(d) A certificate of use is not required

(1) for fuel exempted under AS 43.40.100(2)(C) [, (F),] or (K); and

(2) for fuel exempted under AS 43.40.100(2)(J) other than fuel sold or 

transferred under this exemption to a person who is engaged in construction or mining 

activity.

* See. 4. AS 43.40.030(a) is amended to read:

(a) Except as specified in AS 43.40.010(j), a person who uses motor fuel to 

operate an internal combustion engine is entitled to a refund of 16 [SIX] cents a gallon 

if

( 1) the tax on the motor fuel has been paid;

(2 ) the motor fuel is not aviation fuel, or motor fuel used in or on 

watercraft; and

(3) the internal combustion engine is not used in or in conjunction with 

a motor vehicle licensed to be operated on public ways.

* Sec. 5. AS 43.40 is amended by adding a new section to read:

Sec. 43.40.045. TAX AND REFUND ADJUSTMENT, (a) The amounts in 

AS 43.40.010(a) and (b) and 43.40.030(a) change, as provided in this section, 

according to and to the extent of changes in the Consumer Price Index for all urban

consumers for the Anchorage Metropolitan Area compiled by tl.e Bureau of Labor

Statistics, United States Department of Labor. The index for January of 1907 is the 

reference base index.

(b) The amounts change on July 1 of each even-numbered year in an amount 

equal to the percentage of change, calculated to the nearest whole percentage point,

236 •2*
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between the index for January of that year and the most recent index used to change 

the amounts in AS 43.40.010(a) and (b) and 43.40.030(a). However, the amounts do 

not change if the amounts required by this section are those currently in effect as a 

result of earlier application of this section.

(c) If the index is revised, the percentage of change is calculated on the basis 

of the revised index. If a revision of the index changes the reference base index, a 

revised reference base index is determined by multiplying the reference base index 

applicable by the rebasing factor furnished by the United States Bureau of Labor 

Statistics. If the index is superseded, the index referred to in this section is the one 

represented by the Bureau of Labor Statistics as reflecting most accurately changes in 

the purchasing power of the dollar for Alaskan consumers.

(d) At the time of a change in the amount of tax required by (b) of this 

section, the department shall promptly give public notice of the change. The 

department shall also provide notification of a change in amounts required under (b) 

of this section to all dealers that collect the tax levied by AS 43.40.010.

* Sec. 6 . AS 43.40.100(2)(F) is repealed.

* Sec. 7. This Act takes effect October 1, 1996.
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SENATE BILL NO. 237 

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE LONG RANGE FINANCIAL 
PLANNING COMMISSION

Introduced: 1/22/96 
Referred: STA, JUO, FIN

A BILL 

FOR AN ACT ENTITLED 

! "An Act relating to motor vehicle registration Tees; and providing for an effective

2 date."

3 BE IT ENACTED BY TIIE LEGISLATURE OF THE STATE OF ALASKA;

4 * Section 1. AS 28.10.108(c) is amended to read:

5 (c) A vehicle subject to registration [AND NOT DESCRIBED IN (b) OF THIS

6 SECTION] shall have its initial registration, and may have its annual registration,

7 renewed in the month of initial registration in the state, subject to the provisions of (I)

8 of this section.

9 :|! See. 2. AS 28.10.181(e) is amended to read:

10 (e) Vehicles owned by the state or a municipality [, MUNICIPALITIES,

11 AND CHARITABLE ORGANIZATIONS OF THE STATE], Every certificate of

12 registration and registration plate issued to the state or [,] a municipality [, OR

13 CHARITABLE ORGANIZATION OF THE STATE] is in effect until the vehicle for

14 which the registration certificate and plate were issued is no longer owned and

SB0237A -I- SB 237
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1 operated by the state or [,] the municipality [, OR THE CHARITABLE

2 ORGANIZATION OF THE STATE] or until the department, in its discretion, declares

3 its expiration. The state or [,J municipality [, OR CHARITABLE ORGANIZATION

4 OF THE STATE] shall maintain a current listing of all vehicles registered to it in the

5 order of the registration number assigned to each vehicle, and shall provide a copy of

6 the listing to the department upon request. The listing must include a description of

7 each vehicle and other identifying information required by the department.

8 Registration plates issued under this subsection must be of a distinctive design and

9 numbering system. [FOR THE PURPOSES OF THIS SUBSECTION,

10 "CHARITABLE ORGANIZATION" MEANS A NONPROFIT ASSOCIATION,

11 CORPORATION, SOCIETY, OR OTHER ENTITY ORGANIZED,

12 INCORPORATED. OR HEADQUARTERED IN THE STATE FOR EDUCATIONAL,

13 CULTURAL, SCIENTIFIC, OR OTHER CHARITABLE PURPOSES,

14 AS PRESCRIBED IN REGULATIONS OF THE DEPARTMENT.]

15 * Sec. 3. AS 28.10.421(b) is amended to read:

16 (b) The annual registration fees under this subsection are imposed within the

17 following classifications for:

18 ( 1 ) a vehicle Hint is not used or maintained for the transportation

19 of persons or property for hire or for other commercial use and that is a

20 passenger vehicle, [OR] motor home, pick-up truck not exceeding 6.000 pounds

21 unladen weight, o r  van not exceeding 6,000 pounds unladen weight [NOT USED

22 OR MAINTAINED FOR THE TRANSPORTATION OF PERSONS OR PROPERTY

23 FOR HIRE OR FOR OTHER COMMERCIAL USE]  $75 [$35];

24 (2) [A PICK-UP TRUCK OR A VAN NOT EXCEEDING 6,000

25 POUNDS UNLADEN WEIGHT AND NOT USED OR MAINTAINED FOR THE

26 TRANSPORTATION OF PERSONS OR PROPERTY FOR HIRE OR FOR OTHER

27 COMMERCIAL USE .................................................................................................  $40;

28 (3)] a tax icab ..............................................................................$140 [$70];

29 (3) [(4)] a motor bus with a seating capacity for 20 or more persons

30 and used exclusively for commercial purposes in the transporting of visitors or tourists

31  $170 [$85];
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1 Ml [(5)] a motorcycle or a motor-driven c y c l e ..................MO [$20J;

2 (5) [(6 )] a trailer not used or maintained for the transportation of

3 persons or property for hire or for other commercial use, including, but not limited to,

4 a boat trailer, baggage trailer, box trailer, utility trailer, house trailer, travel trailer, or

5 a trailer rented or offered for rent ...................................................................... MO [$5]i

6 (6 ) a vehicle owned by a rancher, fanner, or dairyman and

7 registered under AS 28.10.1S1 ....................................................................................$70:

8 (7) a snowmobile o r  off-highway vehicle .................................... $10;

9 (8 ) dealer registration plates,

10 (A) the initial set of plates .................................................$90

11 (B) each subsequent set of p la te s .................................... $50.

12 * Sec. 4. AS 28.10.421(c) is amended to read:

13 (c) The annual registration fees under this subsection are imposed and are

14 based upon the actual unladen weight as established by the manufacturer's advertised

15 weight or upon the actual weight which the owner shall furnish, subject to the approval

16 of the commissioner or the commissioner's representative, for a vehicle, including a

17 motor vehicle pulling a trailer or semi-trailer, that is registered in the name of a

18 company or business, or is used or maintained for the transportation of passengers for

19 hire, excepting taxicabs and buses under (b) of this section, or for the transportation

20 of property for hire or for other commercial purposes, including a trailer, semi-trailer,

21 truck, wrecker, tow car, hearse, ambulance, and tractor, as follows:

22 (1) up to and including 5,000 p o u n d s ..................................$102 ($51];

23 (2) more than 5,000 pounds to and including 12,000 p ounds ..............

24  M I 2 [$8 6 ];

25 (3) more than 12,000 pounds to and including 18,000 p o u n d s ............

26   $312 ($156):

27 (4) more than 18,000 pounds   $442 ($221].

28 * Sec. 5. AS 28.10.421(d) is amended to read:

29 (d) The special registration fees under this subsection are imposed annually,

30 unless otherwise specified, for:

31 (1) (AN HISTORIC VEHICLE (ONE TIME ONLY UPON INITIAL
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REGISTRATION UNDER AS 28.10.181) .............................................................. $10;

(2 )] special request plates for

(A) Alaska National Guard personnel..................................$30;

(B) veterans or retired v e te ra n s ........................................  $30;

(C) recipients of the Purple Heart ...................................  $30;

(D) owners of custom collector or historic vehicles .............

......................................................................................................................$30 [$50];

(E) am ateur mobile radio station vehicles under 

AS 28.10.181 (i) ..................................................................................................$10;

IF) other special request plates ........................................ $30;

plus the fee required for that vehicle under (b) of this section; the fee required by this 

paragraph shall be collected only on the first issuance and on the replacement of 

special request plates;

111 [(3) A VEHICLE OWNED BY A DISABLED VETERAN OR 

OTHER HANDICAPPED PERSON, AND REGISTERED UNDER AS 28.10.181 OR 

A RESIDENT 65 YEARS OF AGE OR OLDER WHO FILES A WRITTEN 

APPLICATION FOR AN EXEMPTION ON A FORM PRESCRIBED BY THE 

DEPARTMENT ......................................................................................................... NONE;

(4)] a vehicle owned by the s t a t e ................................................. none;

(3) [(5)] a vehicle owned by an elected state o ff ic ia l .........................

............................................the fee required for that vehicle under (b) of this section;

Ml [(6 ) REPEALED

(7) A VEHICLE OWNED BY A RANCHER, FARMER, OR 

DAIRYMAN AND REGISTERED UNDER AS 28.10.181 ............................... $35;

(8 ) A SNOWMOBILE OR OFF-HIGHWAY V EH ICLE $5;

(9) AN AMATEUR MOBILE RADIO STATION VEHICLE,

(A) WITH A TRANSCEIVER CAPABLE OF LESS THAN 5-

BAND OPERATION.........................................................THE FEE REQUIRED

FOR THAT VEHICLE UNDER (b) OR (c) OF THIS SECTION;

(B) IN RECOGNITION OF SERVICE TO THE PUBLIC: A 

MOBILE AMATEUR RADIO STATION OWNED BY AN AMATEUR WITH

-4-
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GENERAL CLASS OR HIGHER LICENSE, PROVIDED THE STATION 

MUST BE SATISFACTORILY PROVED CAPABLE OF OPERATING ON 

AT LEAST FIVE BANDS FROM 160 THROUGH 10 METERS, MUST 

HAVE AN ANTENNA, AND MUST HAVE A POWER SUPPLY AND 

WIRING A S A  PERMANENT PART OF THE VEHICLE; THE 

TRANSMUTING UNIT MAY BE REMOVED FROM THE CAR FOR

SERVICE OR DRY S T O R A G E .............................................................  NONE

FOR A MOBILE AMATEUR RADIO STATION VEHICLE INCLUDED IN

(b)(1) OR (2) OF THIS SECTION;

(10) DEALER REGISTRATION PLATES,

(A) THE INITIAL SET OF PL A TES................................ $45;

(B) EACH SUBSEQUENT SET OF PLATES ................ $25;

(11)] a vehicle owned by a municipality [OR CHARITABLE

ORGANIZATION MEETING THE REQUIREMENTS OF AS 28.10.181(e)] ____

 m  [$5];

151 [(12) REPEALED

(13) A VEHICLE OWNED BY A PEARL HARBOR SURVIVOR OR 

A FORMER PRISONER OF W A R ........................................................................NONE;

(14) REPEALED

(15)] special request university p la te s ..........................S50 plus the fee

required for that vehicle under (b)(1) [OR (2)] of this section; the fee required by this 

paragraph shall be collected only on the first issuance and on the replacement of 

special request plates; the commissioner of administration shall separately account by 

university campus designation for the fees received under this paragraph that the 

department deposits in the general fund; the annual estimated balance in the accounts 

that is in excess of the cost of issuing special request university plates may be 

appropriated by the legislature for the support of programs at each campus.

* Sec. 6 . AS 28.10.421 is amended by adding a new subsection to read:

(h) The Department of Labor shall adjust the fees imposed under this section 

on July 1 of every even-numbered year to reflect changes in the transportation new 

vehicle segment of the Consumer Price Index for all urban consumers for all items

SH0237A -5- SB 237
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compiled by the Bureau of' Labor Statistics, United States Department of Labor, for the 

second half of the preceding calendar year. The semiannual index for the second half 

of 1996 is the reference base index. The Department of Labor shall round each fee 

adjusted under this subsection to the nearest dollar. The Department of Labor shall 

provide a schedule of the adjusted fees to the Department of Public Safety, and shall 

make the schedule of the adjusted fees available to the public by November 1 of each 

year in which fees are revised. An adjusted fee imposed under this subsection lakes 

effect on December 1 of the year in which the fee is adjusted.

* Sec. 7. AS 28.10.431(b)(3) is amended to read:

(3) vehicles 66  55 44 33 22 17 II 8

specified in AS 28.10.421(h)(2)

[AS 28.10.421(b)(3)]

* Sec. 8 . AS 28.10.431(b)(5) is amended to read:

(5) vehicles 110 88 6 6  55 44 33 22 II

specified in AS 28.10.421(b)(3)

[AS 28.10.421(b)(4))

* Sec. 9. AS 28.10.431(b)(6) is amended to read:

(6 ) vehicles 9 8 7 6 4 3 2 2

specified in AS 28.10.421(b)(5)

[AS 28.10.421(b)(6)|

* Sec. 10. AS 28.10.431(b)(9) is amended to read:

(9) vehicles eligible for 44

dealer plates under AS 28.10.421(h)(8)

[AS 28.10.421 (d)(I())].

* Sec. 11. AS 28.10.495(c) is amended to read:

(c) Proof of disablement or medical handicap, for the purpose of this section. 

consists of proof that the individual has a disability Hint limits or impairs the 

ability to walk as defined in 23 C.F.R. 1235.2 [SHALL BE THE SAME AS THAT 

REQUIRED FOR THE PURPOSES OF AS 28.10.181(d)].

* Sec. 12. AS 29.45.030(j) is amended to read:

(j) One motor vehicle per household owned by a resident 65 years of age or

237 -6-
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older on January 1 of the assessment year is exempt [EITHER) from taxation on its 

assessed value [OR FROM THE REGISTRATION TAX UNDER AS 28.10.431). An 

exemption may he granted under this subsection only upon written application on a 

form prescribed by the Department of Public Safety.

* Sec. 13. AS 28.10.108(b), 28.10.181(d), 28.10.181(1), 28.10.411(f), 28.10.431(b)(7), 

28.10.431(b)(8), 28.10.431(h); and AS 28.35.235(a)(2) arc repealed.

* Sec. 14. Section 6  of this Act lakes effect January 1, 1998.

* Sec. 15. Except as provided in sec. 14 of this Act, this Act takes effect January 1, 1997.

SB0237A -7-
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SENATE BILL NO. 210

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY SENATOR ELLIS

Introduced: 1/10/96 
Referred: STA, FIN

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to taxes on cigarettes and tobacco products; and providing for 

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.50.190(a) is amended to read:

(a) On [THERE IS LEVIED AN EXCISE TAX OF 12 MILLS ON] eacli 

cigarette imported or acquired in this state, there is levied an excise tax at the 

following rates:

(1) on and after the effective date of this Act and through .Tune 30. 

1999 - 62 mills:

(2) after June 30. 1999. and through June  30. 2002 - 74 mills:

(3) after June 30. 2002. and through June 30. 2005 - 86 mills: and

(4) after June 30. 2005 ■ 86 mills plus an additional 12 mills during 

each succeeding three-vear period, the increase to be effective on the first day of 

the succeeding three-vear period.

SB02I0A -1-
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* Sec. 2. AS 43.50.190 is amended by adding a new subsection to read:

(c) At the time of a change in the amount of tax under (a) of this section, the 

department shall give public notice of the change. The department shall also provide 

notification of the change to all persons licensed under this chapter.

* Sec. 3. AS 43.50.300 is amended to read:

Sec. 43.50.300. EXCISE TAX LEVIED. An excise tax is levied on tobacco 

products in the state at the rate of 100 [25] percent of the wholesale price of the 

tobacco products. The tax is levied when a person

( 1 ) brings, or causes to be brought, a tobacco product into the state 

from outside the state for sale;

(2 ) makes, manufactures, or fabricates a tobacco product in the state 

for sale in the state; or

(3) ships or transports a tobacco product to a retailer in the state for 

sale by the retailer.

* Sec. 4. AS 43.50 is amended by adding a new section to article 4 to read:

Sec. 43.50.365. TAX ADJUSTMENT, (a) The amount in AS 43.50.300 

changes, as provided in this section, according to and to the extent of changes in the 

Consumer Price Index for all urban consumers for the Anchorage Metropolitan Area 

compiled by the Bureau of Labor Statistics, United States Department of Labor. The 

index for January of 1997 is the reference base index.

(b) The amounts change on July 1 of each even-numbered year in an amount 

equal to the percentage of change, calculated to the nearest whole percentage point, 

between the index for January of that year and the most recent index used to change 

the amount in AS 43.50.300. However, the amounts do not change if the amounts 

required by this section are those currently in effect as a result of earlier application 

of this section.

(c) If the index is revised, the percentage of change is calculated on the basis 

of the revised index. If a revision of the index changes the reference base index, a 

revised reference base index is determined by multiplying the reference base index 

applicable by the rebasing factor furnished by the United States Bureau of Labor 

Statistics. If the index is superseded, the index referred to in this section is the one

2 1 0 •2*
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1 represented by the Bureau of Labor Statistics as reflecting most accurately changes in

2 the purchasing power of the dollar for Alaskan consumers.

3 * Sec. S. AS 43.50 is amended by adding a new section to read:

4 Sec. 43.50.380. NOTICE. At the time of a change in the amount of the tax

5 under AS 43.50.365, the department shall promptly give public notice of the change.

6  The department shall also provide notification of a change to all persons licensed under

7 this chapter.

8 * Sec. 6 . This Act takes effect October 1, 1996.
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Key Bank of A laska f c O “ rr
A KeyCorp Bonk S lJ A N K
101 Was! Benson Boulevard 
Post Office Box 100420 
Anchorage, Alaska 09510 0420 
(907) 564-0250 or (907) 562-6100

Michael J. Burns 
President and
chief Executive officer January  26, 1996

VIA FACSIMILE
Honorable Drue Pearce 
President, Alaksa State Senate 
State Capitol
Juneau, Alaska 99801-1182 
Madame President:

We are very pleased to see th^fsCR 23>&s been introduced and that it may 
function as the starting point in developing-both'The FY97 budget and a comprehensive 
long range financial plan.

The introduction, particularly of this bill, and the hearings that have now been 
scheduled are consistent with the mission of Alaskans For A Plan, and our stated 
objectives for the 1996 legislative session.

If appropriate, our group would like to be involved in these, or other, hearings on 
both the FY97 budget and consideration of the resolution referred to above. We would 
be available for hearings either in Juneau or other locations throughout the state, should 
you so see fit.

Again, our thanks for the courtesy showed us during our recent Juneau visit, and 
thank you for bringing this topic forward for both a timely and comprehensive discussion.

On behalf of Alaskans For A Plan,

Michael J: 
Chairman

cc: Senator Bert Sharp, Chair, State Affairs Committee
Senator Robin Taylor, Chair, Judiciary Committee 
Senator Steve Frank, Co-chair, Finance Committee 
Senator Rick Halford, Co-chair, Finance Committee 
Governor Tony Knowles

America s neighborhood bank.



M is s io n

To balance the budget by Fiscal Year 2001 through both responsible cuts and 
revenue increases, and to ensure that the State of Alaska is on a sustainable, long term 
financial foundation.

Goals
Convince the public of the serious financial challenge the State 01 Alaska 

confronts and the importance of decisive action, utilizing all of the fiscal tools necessary 
to put the State on a sound and sustainable long term foundation.

To get the Governor and the State Legislature to take the budgetary and fiscal 
action needed to achieve a balanced budget before the State’s available savings are 
gone.

As a first step, the Legislature must implement revenue increases and spending 
cuts totaling $200 million in FY97.

1996 Objectives
(1) To get the State Legislature and Governor to devote two weeks of the session to 

reviewing the analysis and recommendations of the Long Range Financial 
Planning Commission and to enact a joint resolution committing itself to closing 
the State’s fiscal gap by Fiscal Year 2001 and to achieving the $200 million fiscal 
target recommended for 1997 through an appropriate mix of budget cuts, taxes, 
and increased savings.

(2) To design and implement a public information plan which achieves our annual 
objectives and advances accomplishment of our long term goals.

(3) To build a broad based, statewide coalition of business and civic leaders in 
support of our mission, goals, and objectives.

(4) To raise the money and resources necessary to advance our mission and goals 
and achieve our annual objectives.



Alaska Native Health Board
©  1345 R u d a k o f  Circle, Suite  206 Phor le: (907) 337-0028

A n c h o r a g e ,  A lask a  99508-6105 FAX: (907) 333-2001

January 24, 1996

The Honorable Bert Sharp 
The Alaska Senate 
Post Office Box V 
Juneau, Alaska 99811

Dear Senator Sharp:

I am w riting on behalf of the Alaska Native Health Board to urge you to support 
legislation to enact major increases in state tobacco tax rates. This goal is ANHB's 
num ber one state legislative priority for FY 1997.

Alaska Native people are hard hit by tobacco use. A recent DHSS bulletin reports 
that sm oking kills one out of five Alaskans, and that Alaska Natives account for 
23.2% of the smoking-related deaths, even though our people comprise only 16.5% 
of the state's population. Diseases caused by tobacco use result in tragedy for indivi­
duals and families and place a trem endous drain on health care resources.

Although some will argue that tobacco taxes are regressive, we believe that the 
potential benefit far outweighs the harm. Research has shown that a major tobacco 
tax increase is the single most effective way to reduce tobacco consumption, 
especially am ong kids. The National Cancer Institute has said that "increasing 
tobacco excise taxes m ust be considered an essential and primary component of any 
com prehensive tobacco control program ."

We urge you not to let the tobacco tax question get mired in debate about how to 
deal w ith the fiscal gap. A major increase in tobacco taxes would be justified even if 
there was no fiscal gap. The Alaska Constitution states that "the legislature shall 
provide for the prom otion and protection of public health." We hope you will take 
this comm itm ent seriously and increase tobacco taxes as a way to reduce the leading 
cause of death in Alaska.

Sincerely,

Anne M. Walker 
Executive Director

ALEUTIAN/PRIB ILOF ISLAN DS ASSOC IAT ION  
BR ISTO L BAY AREA HEALTH CORPORATION 

CHUGACHM IUT 
C O PPER  R IVER  NATIVE ASSO C IAT IO N

KOD IAK AREA  NATIVE ASSOC IAT ION  
MAN IILAQ  ASSO C IAT IO N  

METLAKATLA IND IAN  COM MUN ITY  
NORTH SLO PE  BOROUGH 

NORTON SO U N D  HEALTH CORPORATION

SOUTHCENTRAL FOUNDATION 
SOUTHEAST ALASKA REG IO N AL HEALTH CO NSO RT IU M  

TANANA CH IEFS  C O N FEREN CE  
YUKON-KUSKOKW IM  HEALTH CO RPORAT ION



Cash Barner • Architects ___________________
909 West 9th Avenue, Suite 500 Anchorage, Alaska 99501 907/258-7777 Fax 907/279-81 95

January 24, 1996

The Honorable Bert Sharp 
Alaska State Senator 
State Capital Building 
Juneau, AK 99801

Dear Senator Sharp:

I am writing this letter as a 16 year citizen o f Alaska and for the support o f my family o f 4 children with 
both spouses working full time. I request that you to adopt a long range fiscal plan for the State o f 
Alaska. As a private citizen with a family in Alaska, I am concerned about the budget gap and request 
that you consider the recommendations o f the Long Range Financial Planning Commission. It is clear to 
me that the legislature must act to reduce, and then close, the annual gap between income and State 
spending. I do not want to see out State's cash reserves reduced further to fill the budget gap.

Alaska has more opportunities than any other State and without serious leadership by our elected 
officials, many o f these opportunities for private sector growth and confidence w ill be lost. The long 
term economic health o f this State must be your first concern for the beginning o f the 1996 session. In 
order to maintain broad industrial growth by private sector investments, the State's long term economics 
planning must be considered o f utmost importance.

It is time for adoption o f a sound long range plan in order for the State o f Alaska to support healthy 
economic development for our future and the future o f my children.

Sincerely,

CASH BARNER • ARCHITECTS, INC.
An Alaska Corporation

Matthew P. Vogel, Architect 
Associate

An Alaska Corporation

Larry S. Cash, aia ncarb
lorry G. Barner, aia ncarb
Internet cb jO jhish j.net

lames E. Dougherty, aia
Holland R. Reid II, aia ncarb

Scott A. Bohne, aia ncarb M atthew P. Vogel, Arci»i«i
Aaron K. loseph. ncarb

CompuServe 7 1555.10-15



Cash Barner • Architects________________________
909 Wes t  9th Avenue, Suite 5 00 Anchorage, Alaska 99501 907/258-7777 Fax 907/279-81 95

January 24, 1996

The Honorable Bert Sharp 
Alaska State Senator 
State Capital Building 
Juneau, AK 99801

Dear Senator Sharp:

I am writing this letter to urge you to adopt a long range fiscal plan for the State of Alaska. Both as a 
business owner and a private citizen with a family in Alaska, I am concerned about the budget gap. It is 
clear to me that the legislature must act to reduce, and then close, the annual gap between income and 
State spending. I do not want to see out State's cash reserves reduced further to fill the budget gap.

Now is the time to act in a fiscally responsible manner to pave the way for a bright economic future for 
all Alaskans. Thank you for your consideration.

Sincerely,

CASH BARNER • ARCHITECTS, INC. 
An Alaska Corporation

J „ , RB
Principal/Owner

An Alaska Corporation

Larry S. Cash, aia ncaro
lerry C. Barner. aia ncarb
Internet cb,r<S.\l,iskd.net

lames E. Dougherty, aia
Holland R. Reid II. aia ncarb

Scott A. Bohne, aia ncarb Matthew P. Vogel, Atchiieei
Aaron K. loseph, ncarb

CompuServe 71553 ,1645



C a s h  B a r n e r  - A r c h i t e c t s _________________________________________________

909 West 9th Avenue, Suite 500 Anchorage, Alaska 99501 907/258-7777 Fax 907/279-81 95

January 24, 1996

The Honorable Bert Sharp 
Alaska State Senator 
State Capital Building 
Juneau, AK 99801

Dear Senator Sharp:

I write this as a business owner, having lived in Alaska since 1977, and starting my business in 1986. 
The years have come and gone and our business has evolved as we have provided architectural services 
around the State. It has not always been easy to absorb the ups and downs of the economy. To live 
within our financial means, we have set goals and established long term plans. Long range planning has 
been critical to the success and continued viability of our company.

You will be considering the recommendations of the Long Range Financial Planning Commission during 
the first days of the 1996 session. According to the tone of a recent Anchorage Daily News article, it 
appears that as a body, the Legislature is not in favor of the Commission's recommendations or input 
from the business community, This concerns me.

Whether or not you adopt the Commission's recommendations, I am writing to urge you to adopt a long 
range fiscal plan for the State that balances spending with income. Our company and many others 
believe that the annual gap between State spending and income is the single greatest deterrent to new 
private sector investment in Alaska. There are significant opportunities for new business development in 
our State. As our elected leadership, you must be responsible and make the difficult political decisions 
necessary to bring fiscal balance and create a climate for long term economic health. The private sector 
players in the State, large and small, are watching you with keen interest. Adoption of a sound long 
range plan is requisite to the healthy economic development of the State of Alaska for our future and the 
future of our children.

Thank you for your work on behalf of the citizens of Alaska.

Sincerely,

CASH BARNER • ARCHITECTS, INC.

L a r r ^  S . Ca< hVFv 

Principal/Owner

An Alaska Corporation

Larry S. Cash, aia ncarb
lerry G. Barner. aia ncarb
Internet cbj&nlnskn net

lames E. Dougherty, aia
Rolland K. Reid II. aia ncarb

Scoll A. Bohne, aia ncarb Matthew I’. Vogel, Archn«i
Aaron K. loseph. ncaku

CompuSenc 7l553.tfetj
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Gas tax increase would make state average
By RALPH THOMAS

, Dally News reporter ’ .-
JUNEAU —* F o r years, A la sk a  motor- 

' Is t s  have en joyed the lowest' gaso line 
.taxes In  th e  nation . B u t th a t w ou ld  

•;change under a  b i l l  law m ake rs lace th is
* session*- *
'• Democratic Gov. Tony Know les has 
proposed bum p ing  the sta te 's gaso line ta x  
.from  8 cents a ga llon  to  22 cents. The 
increase w ou ld  b r in g  A la sk a ’s gas ta x  up 

; to  the n a tio n a l average, b u t s t i l l  16 cents 
- a ga llon  sho rt o f the  ta x  in  Connecticut, 
; wh ich has 'the h ighest ra te . • ••• •* •. The increase, w h ich  -would b r in g  an

estim ated $40 m illio n  a yea r to the sta te  
treasu ry , w as f ir s t  proposed b y  a budge t 
comm ission th a t K now les and law m ake rs 
appointed la s t yea r. The b ip a rtisan  panel 
recommended the gas-tax h ik e  as one of 
the f ir s t  o f m any too ls fo r  c lo s ing the 
s ta te ’s  $500-million-and-growing an n u a l 
budge t sh o rtfa ll.

I t ’s' unc lea r w ha t chance the increase 
has o f passing , e sp ec ia lly  since th is  is  an  
election year. N ot on ly  m igh t vo te rs be 
upset, b u t so m igh t fu e l w ho le sa le rs and 
re ta ile rs , who con tr ib u ted  n ea r ly  $60,000

Please see Back Page, QA8
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GASs Alaska levy is lowest in nation — for now
maintenance and construction . A nd , to  do 
th a t, law m akers w ou ld  need he lp  from  
the vo ters' because ded ica ting  ta x  reve­
nues to  a" specific use requ ire s am end ing 
the sta te  constitu tion .

In  a recent budget speech to the L eg is­
la tu re , Know les sa id  he supported se tt in g  
up a dedicated fund for the gas tax .

"A la skan s deserve a sa fe  and re lia b le  
ju b lic  tran sporta tion  sy s tem ,’* K now les 
o ld  law m ake rs .

to sta te cand ida tes in  1993 and 1994.The L eg is la tu re ’s  Repub lican leaders 
sa y  vo te rs w an t to  see much deeper cuts 
in  government spending before any new 
or Increased taxes are passed.

B u t som e .G O P  law m akers have sa id  
they m igh t support a gas-tax increase i f  
there w as a guarantee th a t a l l  of the 
money ra ised  w ou ld  be dedicated to road £

P . O l
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2 K n o w l e s  3 m  T A X :  K n o w l e s  follows revenue advice

p r o p o s e s  

t a x  h i k e
Tobacco, alcohol 
levies would soar
By RALPH THOMAS
Daily News reporter

JUNEAU  — A la sk an s 
w o u l i  p ay  the n a tio n ’s 
highest ''sm  taxes" on to­
bacco and alcohol under 
proposals b y  Gov. Tony 
Know les and others to help 
balance the sta te budget.

I f  the proposals become 
law , the sta te  ta x  on each 
pack of cigarettes would i 
soar from  29 cents to $1.29 ' 
and the tax  on chewing 
tobacco w ou ld  quadruple. 
The taxes on w ine and beer 
would more than tr ip le  to ' 
about 10 cents fo r a bo ttle  . 
of beer or g lass of w in e . ; 
Fo r hard liquo r, the tax  : 
w ou ld  grow by more than 
50 percent to  about 7 cents ' 
.for a m ixed drink .

Heeding advice from a 
b ipartisan  budget commis­
sion, Know les recently pro­
posed the ta x  h ikes as part 
of the f ir s t  step In closing 
the sta te ’s 60-called " fisca l 
gap" — a perennial budget 
sho rtfa ll expected to  top 
$500 m ill io n  n ex t year. 
Along w ith  a 14-cents-a-gal- 
lon fue l- tax  h ik e  th a t 
Know les is  proposing, the 
Increases w ou ld  raise an

[ Continued from Page A-1 |

estim ated $100 m illio n  a 
year.

B u t Know les and others 
contend ra ising  taxes on 
tobacco and alcohol w i l l do 
more than ju s t help f ix  the 
budget. ’They say  h igher 
taxes w i l l  reduce tobacco 
and alcohol use, espec ia lly 
among teen age rs . A n t i­
smoking groups predict a 
$l-a-pack Increase in the 
cost of cigarettes would re­
duce teen smoking b y  more 
than a th ird .

"We c a l l them  h ea lth  
taxes," sa id  Anne Marie 
Holen, who runs an an ti­
smoking program fo r the 
A la s k a  N a t iv e  H e a lth  
Board.

Tobacco In d u s try  o f f i­
c ia ls say the tax  h ikes w i l l '  
not have the hea lth bene­
f it s  p roponents p red ic t. 
And liq u o r  in du stry  repre­
sen ta tives argue th a t on ly 
a sm a ll p e rcen tage o f 
d rinkers abuse alcohol. •

" I t  seems u n fa ir  to pun­
ish  the v a s t m a jo rity , o f 
people fo r problem s creat­
ed, b y  a sm a ll m ino rity ,” 
sa id  Bob E ste rling , presi­
dent o f the A la sk a  W ine 
and S p ir its Wholesalers A s­
sociation. ’

The alcohol and tobacco 
tax  increases were o rig inal - 
ly , proposed b y  .the Long 
Rarfje FinanciaL?Planning

C om m iss io n , a p an e l 
Know les and the le g is la ­
ture's Republican leaders 
appointed la s t year to fin d  
so lu tions to the fisca l gap.

GOP leaders had in it ia l­
ly  baLked at in troducing 
le g is la t io n  to im p lem en t 
the commission's ta x  in ­
creases, argu ing the Demo­
c ra t ic  go ve rn o r sho u ld  
have to  sponsor the mea­
sures h im se lf. B ut House 
Speaker G a il P h illip s sa id  
F r id a y  the  L e g is la tu re  
would in troduce the tax- 
h ike b i l ls  today.

G etting the increases In ­
to law , however, w i l l  be  no 
easy fea t fo r Know les. The 
tobacco and alcohol in du s­
tr ie s have h ired at least 
eight lo bb y is ts  in  Juneau. 
And Republican lawm ak­
ers have a l l  but ru led out 
any new o r increased taxes 
u n ti l s ta te  spending has 
been 3barply reduced. *

The tobacco  in d u s t r y  
con tributed $28,600 to sta te  
candidates In  the la s t elec­
tion  cycle , w h ile  liq u o r in ­
te re s ts  dona ted  a lm o st 
$78,000, according to candi­
date reports compiled by 
the D a ily  News.

The proposed tobacco- 
and alcoho l- tax increases 
w ou ld  p u t A la ska ’s rates 
fa r  above the rest of the 
s ta te s . T h a t’s e sp e c ia lly  
true  fo r the cigarette tax, 
which w ou ld  ju^ p  nearly

50 cents per pack a b o ve1 
W ash ington s ta te ’s ra te , { 
cu rren tly  the nation's h igh­
est. I

Anchorage vo te rs  la s t 
y e a r  o v e rw h e lm in g ly  
agreed to Increase the local 
tobacco tax , bu t rejected a 
proposed alcohol tax  h ike. 
And soma Republicans pre­
d ic t th a t, I f  the Legisla ture 
approves any tax  increases, 
it  w i l l  be on tobacco.

"Because of the hea lth 
aspects, i t ’s p robab ly the 
one th a t se lls the most 
e a s ily ,"  said Senate P resi­
dent D rue Pearce, R-An­
chorage , Who accepted 
$2,500 in  tobacco contribu­
tions in  1993 and 1994.

A laskan s are among the | 
h e a v ie s t sm okers In  the ( 
country, according to state 
and federa l sta tis tics . In  a ' 
recent report, s taw  hea lth ;

Ploase see Back Page, 8IN TAX
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of b u d g e t  balancing c o m m i s s i o n
w I,at proponents predict.««Y0U j j ave t 0 rea lize .
these are k id s who w il l | 
pay 15 bucks fo r a CD and I 
100 bucks fo r a p a ir of 
tennis shoes," sa id  W alker ; 
M enyman, v ice president ' 
o f The Tobacco In s titu te  in  
Washington, D.C. “ I ’m not 
sure an ex tra buck a pack 
Is going to stop them from  
sm oking."

The best w ay to combat 
teen smoking enforce law s 
a lready on the books th a t 
p roh ib it cigarette sales to  
m inors, Merryman said, 

o f f ic ia ls  sa id  more than  es have d ram a tica lly  re- Rep. M ark Hanley, R-
one in  four adu lts smoke in  duced smoking — especial- Anchorage, agreed.
A laska and 20 percent o f ly  among teenagers — In  " I  th ink  taxes genera lly
a l l deaths in  the state dur- other sta tes and countries, are to  ra ise revenue, not 
in g  the  p ast tw o y e a rs  in  Canada, fo r instance, a ffe c t so c ia l b e h a v io r ,"  
w ere "sm ok in g  re la te d ."  where h ig h e r ta x e s  in- sa id  Hanley, who accepted 
H ie  rates are even h igher creased the price of tobacco $700 in  contributions from  
fo r A la ska  N atives. b y  158 percen t o ve r 12 P h ill ip  Morris in  1993 and

"E ach  y e a r , sm ok in g  yea rs , teenage sm o k in g  1994. 
k i l l s  more A laskans than  dropped b y  two-thirds, ac- B ut, In  h is annual bud- ,
A IDS, a ircra ft crashes, al- cording to the American get speech to the Legisla- , 
cohol, fa lls , fire s , firearm s Cancer Society. However, tu re  e a r lie r  th is  m onth , : 
and motor veh ic le  crashes organized c igarette smug- Know les made i t  clear h is • 
combined," the report sa id . . g llng became a s ign ifican t proposed tobacco tax in- I 

S eve ra l h ea lth  groups, problem fo r au tho ritie s . crease was aimed as much }•
includ ing the A la ska  chap- "T h e re ’s  p ro b a b ly  no a t reducing teen smoking ; 
ters of the American Lung other measure the Legisla- as a t c losing the fisca l gap. 
Association and the Ameri- ture could pass tha t w ou ld  "A lthough i t ’s projected
can Cancer Society, have do more to  Improve the to  genera te $42 m illio n , 
teamed up w ith  the A la sk a  health o f A la skan s ,"  Holen fra n k ly , I  hope th is propos- 
N a tiv e  H ea lth  Board to said. a l doesn’t ra ise a single
push the tobacco-tax in- Tobacco in d u s tr y  offl- d o lla r ,"  sa id  Knowles, who 
crease. c ia ls  don’t  d isp u te  th a t d id n ’t  ge t an y  tobacco

The groups are arm ed h igher taxes w i l l  lo w e r money fo r h is election, bu t 
w ith  s tu d ie s  th a t show  teen smoking, b u t sa y  f ije  re ce iv e d  n ea r ly . $16,500 
how increased tobacco drop w i l l  b e  nowhere n ifar from  liq u o r interests.

N ew  f a x e s  n o t  th e  a n s w e r
I  could be lie  ire the headline, "F isca l 

c ris is rea l, say  top businessm en," on the 
front page o f the D a ily  News (Jan. 17). 
B ut I  could not be lieve what I  read in  the 
artic le .

This coalition o f business leaders (Alas- ‘ 
kans fo r a Plan) p lans to spend nearly 
$600,000 on a sta tew ide te lev is ion , radio 
and newspaper adve rtis in g  b lit z  to  con­
vince the A la ska  pub lic  tha t they need to 
to lera te a new ta x  and sm a lle r d iv idends 
in  order to avo id a fin anc ia l abyss.

I  do not know  w hat k in d  of business 
these leaders run, b u t i t  must be a 
state-funded business. I f  I  owned a  busi­
ness (which I  da not, because I  am taxed 
so h ea v ily  I  can’t  afford to  sta rt one), the 
la s t th ing I  would w an t to do is  have the 
people taxed more, which would reduce 
th e ir buy ing  power.

Companies, especia lly in  today's busi­
ness c lim ate , do not in vest In  anything 
th a t w i l l  not benefit the companies. This 
leads me to be lieve th a t these companies 
went to the sta te  and made a deal 
something lik e  th is: I f  w e convince the 
people of th is  state to accept new taxes 
and reduced d iv idends, w i l l  you leave us 
alone and possib ly  reduce our taxes7 And 
tbe  state sa id  yes!

Don’t  get me wrong; I  be lieve compa­
n ies should have ta x  b reaks as Incentive 
to  in vest and produce jo b s .

I f  these business leaders w ant the poli­
tic ian s In Juneau to f ix  the so-called 
" f is c a l gap" w ithout fearing fo r the ir 
p o litic a l necks next fa l l,  they should be 
convincing the po litic ian s to cut w aste fu l 
spending, not convincing the A la ska  pub­
lic  to accept new taxes.

—  Doug Vaughn 
Anchorage
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State Long Range Financial Planning Commission Report
EXECUTIVE SUMMARY

Alaska’s fiscal gap is real and growing
The Slate Is spending $52-1 million more than it will take 

In during the current Gscal year. That gap will grow to J1.3 
billion per year In today’s dollars by 2005 If we make no 
changes to the Stale's spending and revenue policies.

The king Range Financial Planning Commission was 
appointed jointly by the Legislature and Governor In March 
1995 lo recommend ways lo close the gap and put Alaska on 
firm financial ground This report details our plan and our 
recommendations.

What does the plan do? It:
• Makes the Pemtuient Fund the cornerstone 
of Alaska's fiscal future.

• Closes the fiscal gap by the year 2000.
• (insures growth of die rcrmanent Fund to offset 
declining oil and gas revenues.

• Stabilizes and diversifies revenues.
• Controls Stale general fund spending.
• Maintains a reserve to dampen the effect of 
oil price swings.

• Decreases our dependence on volatile oil revenues.

This is a plan for ourselves and our grandchildren. It re­
quires all Alaskans to share in the solution. No action to 
close the fiscal gap is the greatest threat to Alaska's financial 
future.

The Commission was asked lo recommend a plan for 
three, five and ten years. To be sure that plans for these lime 
frames did not create a reoccurring fiscal gap after that, the 
Commission also looked at the likely effects of its plan over a 
fifteen year period.

The first three years
-i **

The key elements of the three-year plan arc to:

Cut spending „  . .. , .
• Cut current State general fund spending by $100 million 
— ,<-i0 million In 199(5, $30 million in 1997, and $30 
million in 1998— a reduction of $300 million in today's 
dollars.
• Reduce per capita State general fund spending from

$ -1,020 to $ 3,692 In four years— a reduction lo $3,255 
In today's dollars.

Increase Revenues
• Increase tobacco taxes by $1 per pack ($-13 million).
• Increase alcohol Lives by 10 cents per drink 

($20 million).
• Increase motor fuel lav from the 1961 level of 8 cents/ 
gallon to 22 cents/gallon and Increase marine fuel tax by 
3 ccntVgallon ($-14 million).

• Increase user fees by at least $3 million per year, double 
motor vehicle license fees, and eliminating motor 
vehicle license fee exemptions ($32 million).

• Establish a new tax lo generate at least $20 million from 
tourists and increase taxes on fisheries and other 
resources by $30 million.

Use the Permanent Fund as an endowment
• Establish the Permanent Fund as an endowment lo 
partially replace declining oil revenues.

• The endowment will pay up to 4 percent of the Fund's 
five-year average market value to lire general fund for 
dividends and State services.

• Constitutionally protect rcrmanent Fund principal 
by building long term inflation-proofing into the 
endowment plan.

• The endowment payout and increased Permanent Fund 
contribution require voter approval of a constitutional 
amendment in 1996.

Boost the earning power 
of the Permanent Fund

• Build Permanent Fund principal by
" (a) milking additional special deposits to fund principal; 

(b) increasing the minimum annual deposit to the 
Permanent Fund;
and (c) retaining additional earnings in the Permanent Fund.

• Deposit $600 million from the Constitutional Dtidgcl 
Reserve into the Permanent Fund this year.

• Close out the Permanent Fund Earnings Reserve once 
the endowment is in place, by depositing it into the 
Permanent Fund (approximately $1.2 billion)

• Increase lo 50 percent the minimum contribution to the 
Permanent Fund from certain oil, gas and mineral 
lease revenues.

• Retain earnings In excess of die 4 percent annual payout 
In the fund. Since the projected rate of return to the 
fund Is 4.79 percent after Inflation, the Fund should 
retain earnings above inflation-proofing of at least 0.75 
percent annually.

Cap the Permanent Fund Dividend pool
• Reduce the total amount spent for die dividend program 
from $565 million tills year by $50 million a year for 
each of the next three years.

• Individual dividends will be about $900 next year,
$800 in 1997, and $700 In 1998.

Clarify the purpose of the State's reserves
• Maintain the CUR at $ 1.5 billion to cushion against oil 
revenue volatility. Clarify its use and repayment in a 
constitutional amendment.

Reform the budget process
• Scrutinize nil State spending, not just State general funds.
• Report annually to die public on progress toward 
closing die fiscal gap.

• Focus on whether programs arc needed, cost-effective 
and achieve their Intended results.

The five- and 10-year plan

In 1999. Alaska conics to a fork In the road. Ily that lime 
the budget is balanced under die Commission's plan. To 
prevent die fiscal gap from reappearing, we cm cut die bud­
get further, institute a pcisonal income tax, increase other 
laves, and/or further reduce dividends. The Commission rec­
ommends dial a follow-up review lie done in late 1998 and 
early 1999 to adjust the overall plan is needed for the suc­
ceeding five (o ten years. Ily that time the budget Is balanced 
and we will know more about ANWR, the gas line and fed­
eral Inidgel changes.' As a icsull, decisions for first decade 
of die next century will be less dependent on speculation. 
Under our plan, after budge! cuts, lav increases, the Pcrma- 
nent Fund endowment and dividend reductions have been 
made, this Commission recommends the Stale adopt a per­
sonal Income lav in 2(100 to begin In 2002, once the deficit 
reappears.

Permanent Fund Principal: • ' • ' . •
eompacison of Base (Tase To,Endowment Plan
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Alaska's fiscal gap Is real, and It's growing
Tlic Stale of Alaska spends more Ilian II takes in each year, 

and lias done so for sLx of die past nine years.
This year, (hcStatc will spend $524 million more from the 

.Stale general fund Ilian it will lake In — llils Is the fiscal gap. 
Thai gap will grow lo $768 million In three years, to $879 
million in 5 years, and $1,253 billion in 10 years (in today's 
dollars) if we make no changes lo llic Slate's spending and 
revenue policies. Our Interim report contains more details 
about the growing fiscal gap and options available lo dose 
the gap.

The long Range Financial Planning Commission was 
appointed jointly by the Legislature and Governor in March 
1995 to recommend how lo close the gap and pul Alaska on 
firm financial ground. In (lie past sis months, as directed hy 
the resolution creating the Commission, the Commission has:

• Reviewed and evidualcd Slate fiscal policy and strategy 
recommendations and assumptions from i eports and pub­
lications from similar cffi>ns in the past made by the ex­
ecutive branch, the legislative branch, the University of 
Alaska, nonprofit organizations, and private individuals and 
organizations,
• Identified and evaluated all current Slate income sources 
and assets, including recurring revenue, reserves, physi­
cal resources, and Investments,
• Identified systemic changes to stabilize the Slate's 
revenue stream,
• Identified major reductions in Slate expenditures,
• Identified new sources of revenue,
• Projected a sustainable long-r.uigc financial plan 
based on a stable revenue stream,
• Evaluated constitutional, statutory, and regulatory 
language relaling"to (lie bfldgct process,
• Reviewed and evaluated forward funding of 
the State budget,
• Considered the division of responsibility for providing 
services and raising revenue between the Stale and local 
governments and evaluated the efTcct of the long-range fi­
nancial plan on local governments,
• Submitted a preliminary report to the Governor and 
the Legislature, and
• Disseminated information and solicited public comment.

The Commission’s deliberations were aided by substantial 
w ork and informative presentations by Stale agency person­
nel, the Alaska Permanent Fund Corporation staff, Alaska 
Municipal League and Conference of Mayors, and private citi­
zens who brought additional perspectives to the table.

The Commission's work focused on elements of State spend­
ing which affect the fiscal gap. These Include:

• General funds, including program receipts
• Permanent fund earnings
• Funds created by appropriations for specific purposes 
or as "holding accounLs"
• Special revenue funds set out in the constitution 
or statute.

Certain other funds, while included in the overall budget 
of the slate, are not commonly reported in budget presenta­
tions, and do not materially affect the fiscal gap,

These inrl de:
• Federal funds
• Loan amounts and loan administrative cosls
• University receipLs
• Internal service funds
• Transfers between agencies for contractual obligations,
including Interagency receipts.

The Commission believes the State budget process should 
include examination of all spending, regardless of whether 
the funds affect the fiscal gap. To meet the Commission's 
charge ol closing the fiscal gap, though, we focus on the gcn- 
eral fund and Permanent Fund.

The Commission lues developed a financial plan for the 
Stale of Alaska. It brings Alaska's spending into line with 
recurring revenues. It balances the needs of current Alas­
kans with the needs of future generations. It requires that all 
Alaskans share in the solution.

What the plan does:

Makes the Permanent Fund the cornerstone 
of Alaska's fiscal future

The plan calls for a constitutional amendment establishing 
the Permanent Fund as an endowment fund with an annual 
payout to the general fund based on a rolling five year aver­
age. The Permanent Fund will continue to growwith addi­
tional deposits, and retain some of its earnings in the next 
few years so that Its income replaces declining bii revenues 
in the future.

Closes the fiscal gap by the year 2000
The combination of spending cuts, revenue increases, and 

uses of Permanent Fund income closes the fiscal gap in four 
years. Willi Imposition of a State personal Income tax in alvout 
2002, the budget balances for another five years.

Ensures growth of the Permanent Fund to 
offset declining oil and gas revenues

Tire constitutional dedication of mineral lease revenues, 
royalties and bonuses to the Permanent Fund increases to 50 
percent. The annual payout rale from Permanent Fund earn­
ings is capped at a rate of up lo four percent of the five-year 
average market value of the fund, which will allow additional 
retained earnings to build up the fund. Earnings In excess of 
the four percent payout rate will, over the long term, fully 
Inflation-proof llte fund, and preserve its earning power. Since 
the projected earnings rate is 4.79 percent above inflation, 
continued good performance Ivy the fund will result In addi­
tional retained earnings of 0.79 percent.

T h e  P lan  R e c o m m e n d e d  By T his C o m m issio n*
Creates a new philosophy fo r state revenues 
- Permanent Fund income begins to replace oil revenues
Enhances our ability to save fo r future generations/
Imposes some spending discipline on the State 
Defines a role o f the Permanent Fund in Alaska's future
Clears up some of the confusion over cash reserves 
Suggests embarking upon some structural 
changes in State government
Involves the public in the decision making process
• r ■    V
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Stabilizes and diversifies revenues
A reliable payout from Permanent Fund earnings will sta­

bilize Alaska's Income during periods of oil price volatility 
and substitute for declining oil revenues. New consumption 
taxes and business taxes will provide a portion of the State's 
revenues. These revenues will grow as the Stale's population 
grows, providing some links between Stale revenues and its 
service needs. The State personal income lax. once Imposed 
In about 2002, will lie related lo Stale population growth, 
ami will bring In revenues from non-resident workers.

Controls State general fund spending
The "bottom line' for general fund spending will shrink 

Ivy five percent p' r year In today's dollars for the next four 
years. Depositing of reserve fund balances and a higher level 
of oil revenues Into the Permanent Fund limits the money 
available to fuel S' lte spending growth.

Maintain a reserve to dampen the 
effect of oil price swings

The Constitutional lltidgcl Reserve will Ive available lo cush­
ion oil price decreases, and he used lo absorb revenues from 
oil price increases. The second stale reserve, the PcTitancnt 
Fund Earnings Reserve, will be dosed and deposited into the 
Permanent Fund. The Commission recommends maintain­
ing a level of $1.5 billion in the Constitutional lltidgcl Re­
serve fund. That amount is approximately one year's oil rev­
enues. Amounts in excess of the $1.5 billion level .should Ive 
deposited in the Permanent Fund. The CBR will he replen­
ished Ivy ILs own interest Income, and vvc further recommend 
any excess revenues from temporary nil price Increases be 
deposited In tlic CBR.

it< • I - • «i*l*
Decreases our dependence on 
volatile oil revenues

Tlic combination of Permanent Fund Income, increased 
and new taxes and user fees, and live rclmposcd Stale In­
come lax, wilt offset oil revenues as the primary source of 
funding for State government operations.

The plan closes five fiscal gap with the following steps:
• Cuts spending,
• Increases revenues, and
• Establishes the Permanent Fund as an endowment.
• Caps tlic Permanent Fund dividend pool.

The first three years

The key elements of the three-year plan arc to:

Cut spending
The Stale cannot continue lo spend at the same level II 

does today. Notwithstanding needs and demands for Increased 
spending and the Impending federal transfer o( programs to 
tlic Stale, the Commission believes Alaska cannot close the 
fiscal gap without culling Stale spending.

• The plan calls for Stale general fund spending lo be re­
duced by $ 100 million in llii ce years— $40 million in FV97, 
$30 million In FY98, and $30 million in FY99 — a reduction 
of $300 million In today's dollars.

• Tills decline of Slate spending reduces per capita Stale 
general fund spending from $4,020 In $ 3,692 in four years 
— a reduction to $3,255 In today's dollars.

• The Commission believes llils level of reduction in Stale 
spending will lie painful, but is a necessary step toward dos­
ing tlic fiscal gap. Recent legislatures have managed to Imhl 
spending level, which has resulted in real reductions lo some 
Stale programs.

• Within these budget targets, the Commission believes the 
State should give attention to deficits in the Stale's Infrastruc­
ture spending, most particularly foi maintenance on puli- 
llclyowncd facilities, roads and highways,

• Tlic Legislature and the Administration may wish to con-

Continued On Next Page
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Continued From Prevlouj Page
sider voter-approved general obligation bond debt as a way 
lo finance canilal projects.

General recommendations for budget reductions include:

Public salaries and benefits
• linact a retirement incentive program to reduce personal 
services expenditures.
• llnact a new Tier III retirement system lo reduce 
retirement benefits for new Stale and local government 
employees.
• Revise geographic pay differentials for non-covcrcd 
Stale employees.
• Study geographic cost differentials in Alaska for use 
during collective bargaining negotiations with covered Stale 
employees (and for use in oilier Stale formula programs).
• Compare salaries and benefits of public employees lo 
appropriate public and private markets in Alaska and the 
Pacific Northwest. Use that comparison lo move Alaska's 
public pay system for Slate employees, local government 
employees, and school districts to market.
• Ibcamine the publicly funded health plans for State, local 
government, school district, and University employees as 
well as those who receive Medicaid. I.ook for opportuni­
ties to save substantial costs through pooling or other 
mechanisms.

Administrative realignment
• Reengineer the delivery of State services lo eliminate 
excessive administration.
• Consolidate stale departments and agencies, and realign 
administrative .services.
• I.ook for opportunities lo privatize State programs or lo 
contract out Shale services. Allow "insourcing" so groups 
of State employees cm offer their own solutions to reduce 
costs in programs that may otherwise be contracted out.

Target high-cost programs
• If the current litigation against the Alaska longevity 
Bonus is successful (ending the current pbasc-out), 
eliminate the program.
• Change the Public School foundation formula to reduce 
the growth in education spending. The required local 
effort should be reexamined, as well as provisions that 
allow school districts to obtain greater funding for special 
category students regardless of the programs offered lo 
those students.
• linact a welfare reform package to reduce dependency 
on welfare programs and put current welfare recipients to 
work.
• Revise fee schedules for services such as Pioneers' I Ionics 
to reflect cost and ability to pay.
• lixantineateas of State spending with disproportionately 
high costs when compared with other Slates and determine 
whether there arc legitimate reasons for such programs.

Shift revenues and responsibilities 
to local governments

• Repeal the State mandate for senior citizens' and 
veterans' property lax relief by local municipalities,
but allow local option lo gram or withhold the exemption.
• Transfer a portion of Stale motor vehicle and motor fuel 
(ax receipts to local governments together with the respon­
sibility for class III local road maintenance.
• liliminatc nr shift some inspections to local governments 
with the ability lo collect fees for program support.
• P.limlnate Stale general fund support of troopers for road 
patrols in communities of more than 2,500, but allow com­
munities to continue retain such services If they are willing 
to pay for them.

Avoid new costs
• freeze Issuance of certificates of need (or new hospitals 
and reassess need for additional nursing homes

F unds W h ich  A ffec t T h e  Fiscal G ap
_______________________________________ l________________  ■ ____________

• General funds, Including program receipts
• Permanent Fund earnings
• Created by appropriation fo r specific purposes 
or as a "holding account"

• Special revenue funds where specified in the 
constitution or statute

F unds W h ich  Do N o t A ffe c t T h e  Fiscal G ap

• Loan fund administrative costs
• Loan amounts
University receipts
Internal service funds
Transfers between agencies fo r
contractual obligations, including interagency receipts

KPgCAgT?--’.'r:7.r.>L.

F unds W h ich  C a n n o t  Be A p p ro p r ia te d  
To O th e r  P u rp o se s

. Federal funds
• Retirement funds
• Health insurance funds
• Trust funds

• * ' : :
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Increase Revenues

Tlic Commission believes Alaska cannot balance its budget 
responsibly without new revenues. The Commission has cho­
sen a short-term package of taxes on consumption that Im­
poses real service costs on die stale, with a longer-term plan of 
reimposlng the Slate personal Income tax.

Increases to existing taxes Include:

Tobacco taxes
• Increase tobacco taxes by 51 per pack on cigarettes and 
comparable amounts oil other tobacco products (raises 
$13 million annually, beginning in H'97). This tax increase 
will dramatically lower teenage smoking and tobacco use, 
and should somewhat reduce tobacco use by adults, both 
of which will reduce the Stale's future expenditures on 
health care costs. The Commission recommends the taxes 
increase 25 cents per pack every three years.

Alcohol taxes
• Increase alcohol taxes by aji average of 1(1 cents per 
drink (raises 520 million annually, beginning In FY97). 
Testimony before the Commission indicated that a substan­
tial portion of the criminal justice system's costs — for 
police, prosecution, public defense, the courts, and the 
correctional system — are a result of alcohol abuse. This 
lax Increase pays a small portion of the Stale's costs that 
result from abuse of alcohol. The Commission recommends 
also that taxes be equalized among beer, wine, and dis­
tilled spirits so that all alcohol users share in the tax bur­
den. We further recommend that alcohol taxes increase 
every three years.

Over lime, certain of Alaska's tax rales have fallen bclmv 
the national norms, or have not kept pace with inflation.

We recommend the following increases:

Motor fuel taxes
• Increase motor fuel lax increases from the I ')(< I level of 
8 cents/gallon to the national median of 22 cents/gallon 
(raises 539 million annually, beginning in FV98). This lax 
should he Indexed lo inflation, so It rises as consumer 
prices rise. The Commission believes these lax receipts 
should he used to fund road maintenance efforts at the 
.Stale and local level.

Marine m otor fuel taxes
• Increase marine fuel taxes by 3 centVgallon (raises 55 
million annually, beginning in FY98). This lax should be 
indexed lo Inflation, so It rises as consumer prices rise, 
Hie Commission believes these lax receipts should be used 
to fund port and harbor maintenance efforts at the Stale 
and local level.

Motor vehicle license plates
• Double motor vehicle license fees and eliminate 
exemptions (raises ,<29 million, beginning In IT98). 
These fees are curren !y well below the national average.

Continued On Next Page



October 1095 • 5
THE STATE LONG HANGE flNANCIAL

State Long Range Financial Planning Commission Report 
FINAL REPORT

52,500

$2,000

51,500 -

51,000

5500 -

Today’s Dollars |— 

IQ  PF revenues tu GF 

Oil revenues to GF

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

User fees
• Raise user fees by approximately 53 million annually
and Index fees lo Inflation where practicable.

Fishery and other resource taxes
• Increase taxes on fisheries and oilier resources
by 530 million.

New taxes and changes to tax 
apportionment Include:

• Establish new taxes lo generate at least 520 million from 
lourisls. While the Commission was unable lo reach consen­
sus on the precise method for gaining additional revenue from 
tourists or the tourism Industry, The Commission believes 
this part of our economy does not Fully pay for the Slate's 
cost of providing infrastructure and support lo llic Industry.

• The Commission believes die Stale's oil ‘and gas produc­
tion property lax, currently set at 20 mills, should liencfil 
both the Slate aid local governments affected by oil develop­
ment. Stale law should he amended to limil the local govern­
ment share lo 10 mills on new nil and gas properties built 
after 1095, ensuring the Stale receives at least 50 percent of 
this revenue source.

The Commission considered additional taxes on the oil 
industry We found that Alaska is currently in the mid-range 
of oil taxation nationally. We believe lliat Alaska is already 
Ion dependent upon oil revenues, and that higher oil laxes 
would create a disincentive lo attract and retain petroleum 
development in Alaska. We believe our plan fur closing the 
fiscal gap and prodding a stable revenue and spending cli­
mate will ultimately result in increased petroleum revenues 
as the industry responds by further investment in Alaska oil 
exploration, development and production.

i.
Establish the Permanent Fund 
as an endowm ent

When the Permanent fund was established in 1976, pub­
lic debate ccnlcred oh selling aside a portion of today's oil 
wealth to meet the needs of future generations of Alaskans, 
later, the Legislature adopted the dividend plan lo heighten 
public interest in preserving die fund and guarding its invest­
ment performance, and Indirectly distribute some of Alaska's 
oil wealth lo its citizens. The Commission believes it is time 
lo follow the original intent of the fund, preserving current 
capital wealth for current and future generations of Alaskans. 
The Commission believes die best mclhod for doing this is lo 
follow traditional endowment principles. For our Perma­
nent Fund those principles Include preservation of the fund, 
the best possible level of performance of the fund, and the 
preservation of Alaska's oil wealth for future generations of 
Alaskans.

Our plan calls for the Permanent Fund In grow as an en­
dowment for the Stale.

• The plan establishes the Permanent Fund as an endow­
ment that pays up to four percent of the Fund's five-year aver­
age market value lo the general fund for the dividend pro­
gram and Stale services. This use of Permanent Fund earn­
ings will partially replace declining oil revenues. Thu Com­
mission recommends a four percent payout based on the ex­
perience ol other endowment fund’s In the United Stales, and 
takes into account Ike Permanent Fund's earning experience, 
asset allocation, and need lo protect the principal.

• Farmings of the Permanent Fund in excess of this four 
percent payout rate are retained In the fund. Years with good 
Investment performance will, over the long run, balance years 
with poor investment performance in order lo more than fully 
inflation-proof the fund.

• The plan calls for an increase to 50 percent of the mini­
mum contribution to the Permanent Fund from certain oil, 
gas and mineral lease revenues. The plan calls for an amend­
ment (o die constitution to achieve that increase.

• The endowment is further built up by a deposit from the 
Permanent Fund Huntings Reserve and deposits of any funds 
in excess of 51.5 billion in the Constitutional budget Reserve.

Cap the Permanent Fund Dividend pool
Tlic Permanent Fund Dividend program is an important 

source of protection for die principal of the Permanenl Fund 
and il Is Important source of income to Alaskans. Without

changes lo the program, however, dividends will grow lo take 
a major share of Stale revenues — 5965 million in 2005. 
The Commission recommends:

• Reduce the total amount spent for the Permanent Fund 
Dividend program from 5565 million this year by 550 mil­
lion a year for three years.

• Individual dividends will lie aliotil 5900 next year, 5801) 
In 1997, and 5700 In 1998.

Clarify the purpose o f State's reserves
The Stale maintains two reserve funds th.U arc important 

In the effort lo dose the fiscal gap — the Constitutional bud­
get Reserve (Cblt) and the Permanent Tund bantings Reserve 
Account (PFUR). The CIIR consists of funds received in settle­
ments of administrative proceedings or litigation regarding 
mineral lease bonuses, rentals, royalties, royally proceeds 
and taxes. The PFFR is a holding account Into which Is de­
posited all Investment Income until the transfers to principal 
for inflation proofing and lo die dividend fund are made, 
excess funds in the PFFR are held and invested in the same 
manner as the principal of the Permanent Fund. The Com­
mission determined that under nur plan the slate needs only 
one significant resen e.

• The Clllt should lie maintained at a level of 515 billion 
lo provide stability in the event of a rapid decline in oil prices 
or production or in the event of a natural disaster. That 
amount is approximately one year's nil revenues. Funds In 
excess of that amount should lie deposited into the principal 
ofilic Permanent Fund. Famings from CIIR Investment should 
continue In flow ‘nto the Cllll.

• Funds in the CIIR should he invested In accordance with 
die prudent Investor rule based upon the purposes of the 
reserve. The commission recommends that the general fund 
he allowed to borrow against the CIIR to even out the flow of 
funds required to ntcel monthly cash flow needs.

• The sweep provisions in die current Clllt should lie elimi­
nated (Article X, Section 17 (d) of die Constitution). Suffi­
cient controls on die use and withdrawal of funds from the 
Clllt are achieved by limiting withdrawals from the fund In 
make up for projected annual revenue declines rather than 
availability of funds.

• Once the constitutional amendment establishing the Per­
manent Fund as an endowment is in place in IT 98, all fluids lit 
die Permanent Fund bantings Reserve should lie deposited Into 
die principal of die Permanenl Fund As an endowment, the 
Permanent Fund will lie effectively Inflation-proofed. The divi­
dends vviil he payable out of the automatic aimu.d withdrawal.

Reform the budget process
The Commission found the budget process does not yield

Continued On Next Pape
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Continued From Previous Page
adequate information concerning the Stale's finances, nor 
does it describe what we get for what we spend. It discour­
ages appropriate scrutiny of overall Slate spending. Although 
the fiscal gap relates lo State general fund spending, special 
funds set aside or collected affect services delivered by the 
Slate and require oversight and control.

• The budget process should include review of all State 
spending, not just State general funds. The executive and 
legislative branches should establish procedures to provide 
appropriate scrutiny and disclosure.

• A report to the public should be prepared annually on 
progress toward closing the fiscal gap. Tlic Commission sug­
gests the spreadsheet format it has used to show the exist­
ence or absence of a fiscal gap for the current and succeed­
ing 10 years.

• Hie legislature should review each program funded or 
operated by the.Slate, including loans and special appropria­
tions to determine whether or nol it meets Its Intended pur­
pose and whether die program is needed in the 21st century. 
State programs should also be reviewed to determine if the 
service is belter delivered at the local level.

• Capital improvement funding should be based on a six- 
year plan to achieve greater efficiencies in funding, planning, 
construction and maintenance.

The Commission was asked lo examine the division of re­
sponsibility for providing services and raising revenues be­
tween the Stale and local governments. This area deserves 
Intensive examination, substantially more than the Commis­
sion had time to give It. The Commission believes that the 
.State and local governments must continue to work on the 
Issue of the division of State and local responsibilities.

The five- and ten-year plan

In IW , Alaska comes to a fork in the road. To prevent the

fiscal gap from reappearing, we can cut the budget further, 
reinstitutc the State personal income tax, Increase other taxes, 
and/or further reduce dividends. The Commission recom­
mends that a follow-up review he done in late 1998 and early
1999 to adjust the overall plan as needed for the succeeding 
five lo ten years. Ily that time the budget should balance and 
we will know more about several things that arc now uncer­
tain such ANWIt, the gas line and federal budget changes As 
a result, decisions for the first decade of the next century will 
be less dependent on speculation.

This Commission recommends reimposition of the State 
personal income tax once the deficit reappears. Under the 
Commission's plan, after cutting spending and raising rev­
enues, the fiscal gap reappears in about the year 2002. A 
personal income tax act will require enactment in the year
2000 in order for it to Like effect in 2002.

First Session Progress Report 
on the Financial Plan

Legislation
1. Resolution approving financial plan.
2. Permanenl fund endowment constitutional 

amendment goes to the voters.
3. Constitutional budget reserv e constitutional 

amendment goes to the voters.
4. Retirement incentive program.
5. Tier III lo reduce retirement costs for new hires.
6. (leographic pay differential for iton-covered 

employees.
7. Hoad/harbor transfers to local government 

and fuel tax increases.
8. Senior/veterans lax exemption becomes local option.
9. New oil & gas properly tax has 50/50 split 

before debt
10. Tobacco tax increase.
11. Alcohol Lax increase.

12. User Fee Increases of at least $3 million

Budget Action
1. Meet fiscal gap target (about ,<390 million);

$40 million cut from FY96.
2. .Show all funds In State spending plan.
3. Deposit from CBR into Permanent Fund as in plan.
4. Administrative consolidations.
5. Six year capital pla.. approved.
6. Show Permanent Fund earnings and dividends 

as part of budget.
7. Do maintenance and deferred maintenance 

within budget target
8. Start performance based budgeting
9. Reduce grovvih rate of Medicaid and AFDC.

Second Session Progress Report

Legislative Action
1. Fisheries and other resource lax.
2. Tourism tax or self-support of industry promotion.
3. Deposit from CIIR to Permanent Fund as in plan.
4. Addilional $3 million in fee increases/indexing.

Budget Action
I . Meet fiscal gap target of bout $220 million;

$70 million cut from FV96.

Third Session Progress Report

Legislative Action
1. Resolution creating financial planning Commission 

lo review progress and make new recommendations,

Budget Action
I. Meet fiscal gip largcl of about $60 million;

$ 100 million cut from FV96.
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LONG-RANGE FINANCIAL PLANN ING COMMISSION FY 1996 1997 1998 1999

(Today's Dollars) 

2000 2001 2002 2003 2004 2005

AVAILABLE REVENUES (S Melons): 
General Fund Source 1.952 1,882 1,669 1,641 1,607 1,575 1,509 1,404 1,414 1.362
Permanenl Fund Earnings (Nol oi Inflation pmoflng s  ERA deposits) 565 500 630 648 677 700 727 759 785 810

NEW  TAXES AND FEES (W-lons) . . - . - - - - - •
Highway Motor Fuel Tax (@  $ 219/gaL, indored) • 38 39 39 40 41 41 42 43 43
Marino Motor Fuel Tax ($ C&’gai, index*!) 5 5 5 5 5 5 5 5 6
Tobacco Tax (St/pAg ogs; 75Vchewing; <25c triennlalt/) • 42 41 40 50 49 48 57 56 55
Motor vehicle license (ecs  (double) - - 27 27 26 26 26 25 25 24

User le e  increases • 3 6 B 11 13 12 12 12 11
Fishery and other re< ource lax increases • - 28 28 28 28 28 28 28 28
Tourism lax increases - - 19 19 19 19 19 19 19 19
Alcohol taxes (Increase IwnnlaOy) • 19 19 19 22 22 22 21 25 25
Income lax i • • • • • 58 224 227 230

TOTAL REVENUE 2.517 2,493 2,463 2.475 2,485 2.478 2,495 2,656 2,639 2,614

EXPENDITURES IS M*ons): . . . . . . - - -
Total G F  spending on current programs 2,476 2,365 2,264 2,167 2,118 2,135 2,152 2,169 2,186 2,204
PF Dividends 565 500 433 378 367 356 345 33-1 324 314

TOTAL EXPENDITURES 3,041 2,865 2,702 2,546 2,485 2.490 2,496 2,503 2,510 2,517

PROJECTED ANNUAL FISCAL G A P (»  Millions) (524) (376) (219) (71) 1 (12) . (1) 153 129 97

CONSTITUTIONAL BUDGET R ESERVE ENDING BALANCE |$ Marions) 1,500 1,456 1,412 1,368 1.326 1,285 1,245 1,207 1,170 1,134

PERM ANENT FUND EARNINGS R ESERVE END ING BALANCE 922 1,194 • - - ■ • ■ ■ <■

PERM ANENT FUND MARKET VALUE (S M-nons) 17.766 17,625 19,391 20,131 20,804 21,459 22,110 22,897 23,657 24,379
‘.W U mJU . J * Ivi - - ‘ .-o-••— *  : . . . • * » - • « - - . V .

PER  CAPITA PERM ANENT FUND DIVIDEND 990 852 727 .  611 582 553 526 501 475 452

P ER  CAPITA SPENDING 4,938 4,579 4,250 3,941 3,786 3,735 3,685 3,636 3,589 3.543
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Ily Stale Sen, Slav Rieger
Tlic Lour Range Financial Planning Commission lias iden- 

lificd a series of measures which would balance revenues 
and expenditures over the next ten or more years. However, 
the final Commission Report goes beyond that task, and rec­
ommends additional taxes beyond those which are part of 
dosing the fiscal gap, and which instead serve to place addi­
tional money into the corpus of the Permanent Fund. These 
additional measures are excessive.

Tlic major reason for concern about the fiscal gap was the 
prospect that, if action was not taken, there would be a crisis 
reached which would trigger a sudden drop in stale spend­
ing and threaten the economy and people's jobs, or a major 
(in the nine figures) new tax such as an income tax or state­
wide sales tax, or both. These outcomes are all avoided in 
the Minority Report's plan. However, a major new tax is in­
cluded in the Commission report.

The Composite Scenario
A set of meaningful but (ion-precipitous budget cuts, a se­

ries of smaller taxes and fees, and use of a portion of the 
Permanent Fund's earnings after inflation-proofing, doses the 
gap entirely for about a decade. Under a "Composite .Sce­

nario" developed during the Commission's deliberations, (and 
using the Commission's assumptions), by the year 2010 these 
measures would also result in a Permanent Fund balance of 
almost £30 billion and additional rash reserves of over $5 
billion. In today's dollars these numbers would he over $ 19 
billion and ,<3 billion respectively. The Composite Scenario 
represents a reasonable course for Alaska.

Where the Commission Report and the Minority Report 
part company most dramatically is the extent to which they 
pursue the goal of making the Permanent Fund an "endow­
ment" for future government spending. To pursue this 
thought, the Commission Report recommends diverting an 
additional £2511 million of today's royalties away from the 
general fund and into the Permanent Fund, thereby cutting 
the present state revenue stream by approximately £251) mil­
lion per y ear and actually increasing the fiscal gap; by dump­
ing most present or forecast cash reserves into the Perma­
nent Fund; reducing the dividend payout more than in the 
"Composite Scenario" referred lo above; imposing an addi­
tional £‘10 million to £50 million per year in small taxes over 
those used in the Composite Scenario; and by imposing a 
major new personal income lax generating £3S5 million per

year by the year 2010. These measures, including the smaller 
reserves, result in a Permanent Fund which Is n little over 
£40 billion in the year 2010, or the equivalent of £2(i billion 
in today's dollars.

In the Minority Report's view, these additional measures 
are not worth the sole accomplishment of a Permanent Fund 
which Is 1/3 larger in size. They do not succeed in creating 
an endowment for stale spending, and Impose taxes where 
they arc not needed. Tlic Permanenl Fund can be a very 
.substantial source of stability and cash for the future. How­
ever, in neither the plan advanced by the Commission no In 
the Composite Scenario docs It come even close lo being the 
sole source of funding for shite government.

The fiscal gap can lie dosed satisfactorily (or the next de­
cade with a modi more modest set of measures. These mea­
sures would be similar to those shown in tlic Composite Sce­
nario referred lo above. A full version of ibis Minority Re­
port and the Composite Scenario spreadsheet are available 
by calling 258-8188—we will mail it to you.

State Sen. Stere Rieger, K-Anchorage, teas a member of 
the State Long Range financial Planning Commission.

Ily Slate Rep Scan Parnell and I high Motley 
The Commission's Plan Failed to  Recognize and 
Address Alaska's Fundamental Problem: 
Unstable, Unpredictable Revenues

• Alaska depends upon volatile natural resource 
revenues for stale spending.

• Alaska spends those resources, under the current 
system, at an unsustainable rate.

• A sustainable level of government spending cannot 
be defined until Alaska has a stable source of 
revenue.

• Hie Commission spent the majority of Its lime grappling 
with how to dose the present fiscal gap rather than 
focusing on liovv to stabilize Alaska’s revenue stream.

• Alaska's revenue stream must be stabilized and made 
sustainable for a healthy future; long range 
planning is Impossible without a predictable revenue 
stream.

The Commission's Plan Is Unacceptable 
to the General Public

• The plan assumes the current level of government

spending is acceptable and sustainable.
• The public does not accept tills premise and will not 

accept the plan's recommendations for new taxes, cuts 
in permanent fund dividends, and expending 
permanent fund earnings In increase slate government 
unless more meaningful reductions arc made.

• The Commission's plan recommends creating a partial 
endowment using the permanenl fund to increase 
spending.

• The Commission's partial endowment fails to stabilize 
revenues and fails to define a sustainable level
of spending.

• The Commission's plan relies on "faith In the 
legislature" rather than building fiscal restraint Into 
the legislative budget process.

The Benefits of a True Endowment System
• Hie true endow ment establishes a stable and 

sustainable level of revenues for state funding.
• The tnie endowmrnl constitutionally forces fiscal 

restraint upon the l egislature and Coventor.
• The tnie endowment strengthens and protects 

the permanent fund.

• The tnie endowment constitutionally protects future 
windfalls (ANWR taxes and royalties, for example) by 
depositing them in their entirely to liie corpus of the 
pennanent fund.

Principles to  Use for Closing 
the Present Fiscal Gap

• Once resource revenues have been stabilized through a 
system, a long range financial plan can lie developed.

• A fiscal plan should prioritize meaningful budget 
reductions before taxes.

• Stale agencies should be consolidated to operate 
more efficiently.

• Voters, not the legislature, must approve an Income lax.

Stale Rep. Sean Parnell, R-Anchorage, teas a member of 
the State Long Range Financial Planning Commission

Ily Senator (tcorgtanna Lincoln 
A Different Opinion
while I believe the long Range Financial Planning Horn- 

mission did an admirable job identifying the options for clos­
ing Alaska's ever-widening fiscal gap, I have concerns that 
lead to tills opinion. 1 did vote to advance the final document 
lo the (inventor and the legislature, as did the majority of die 
long Range Financial Planning Commission. However, I do 
not believe any commission member considered ibis lo be 
an endorsement of every thing within the report. II must be 
pointed out the commission was given a huge task to accom­
plish within a very short time and with an extremely small 
budget

I applaud the commission for giving the public the oppor­
tunity to participate in its work, with serious attention paid to 
the comments throughout our deliberations. One subject 
which received, in my opinion, strong public support has nol 
I icon Incorporated Into die commission’s recommendations 
and that is rclnsUtutlon of die state Income tax now, During 
my years In the legislature, I have wrestled with the wisdom 
of such in action, Since 1990, Alaska lias grown by approxi­
mately 100,000 residents with as much as 25 percent oI our

work fnree being non-resident: non-residents contribute little 
to our economy but take much from it. Hte current plan 
recommends immediate introduction of a number of smaller 
taxes based on use with the state income lax implemented 
ajtcr the year2000 I believe a state income lax, w hidi taxes 
everyone (resident and non-resident) eipiitaldy, would 
result lu a reduction to the state's fiscal gap, but would nol 
result in such a huge, Immediate reduction In stale govern­
ment programs as proposed by the commission. Recom­
mended cuts to these programs would devastate those who 
can least allord them — our vyullj, our eklvtS, ami the dis- 
aityam,igcd Again, it was my sense in listening and talking 
to citizens across the stale that folks arc willing lo reinstate 
the state Income lax now and nol later as the commission 
report recommends 

We do not know specifically what Washington I). (I. will 
do within the next year in terms ol revisions and/or reduc­
tions to programs such as welfare reform, Medicaid, and the 
transfer of federal responsibility for service such a; Irans 
pnrlatltin and education In the Stale We do know many of 
these decisions will have a major negative fiscal impact on 
our Alaska citizens

Further, I believe economic opportunity Is another key to 
closing the fiscal gap. Jobs, jobs, jobs!!! This plan docs nol 
go (ar enough in providing Incentives for entrepreneurship 
nr enhancing economic opportunity throughout our stale. 
In filling lo do so, the plan does nol propose solutions to 
diversify the economy, create jobs, end end the vicious cycle 
of welfare. We must analyze, in the proper perspective, the 
impacts of closing the fiscal gap In a rational manner. With, 
out question, the slate musl cut spending lo close the fiscal 
gap Although I support many of the commissions current 
recommendations, I caution those responsible for Implement­
ing a final plan In ensure Hits arc spread equitably ami eco­
nomic ami job development teaches the smallest of commu­
nities throughout our great stale.

Slate Sen, Ceorgianna Lincoln, If Ram/mrt, uas a mem- 
her rflbeStale long Range IhmclalPLnmmg Gnwmiwon





FISCAL NOTE T T T

STATE O F  A L A S K A

1995 LEGISLATIVE SESSION

Bill, Version:_____
( R e l i s h  Date:_

EO  9 1

1 - 1 6 - 9 5

Revision Date: ________________________________
Title: Transferring the Office of Equal Employment
Opportunity to the Office of the Governor__________
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Department Affected: Administration 
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COMPONENT SERIAL NO. 56
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OPERATING FY 96 FY 97 FY 98 FY 99 FY 00 FY 01
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TRAVEL
CONTRACTUAL
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EQUIPMENT
LAND &
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MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 o 0

CAPITAL EXPENDITURES 0 0 0 0 0 0
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1002 Federal
1003 GF Match
1004 GF
1005 GF/Program
1006 GF/MHTIA
OTHER
TOTAL 0 0 0 0 0 0
Estimate of any current year (FY 95) cost: S 0 
POSITIONS:
FULL-TIME C 0 0 0 0 0
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TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary.)
This Executive Order transfers the Office of Equal Employment Opportunity (OEEO) from the Department of 
Administration to the Office of the Governor. The transfer itself will not require an additional appropriation. The 
operation of OEEO for the balance of FY95 will be carried out under a Reimbursable Service Agreement. FY96 
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A t t a c h m e n t  2  t o  F i s c a l  N o t e  f o r  E x e c u t i v e  O r d e r

C U R R E N T  F U N D I N G  O F  T H E  

O F F I C E  O F  E Q U A L  E M P L O Y M E N T  O P P O R T U N I T Y

T h e  A n c h o r a g e  o f f i c e  of t h e  D i v i s i o n  o f  P e r s o n n e l / O f f i c e  o f  E q u a l  

E m p l o y m e n t  O p p o r t u n i t y  (OEEO) h o u s e s  t h e  O E E O  a n d  a n u m b e r  of 

o t h e r  p o s i t i o n s  f r o m  the D i v i s i o n .  P e r s o n a l  S e r v i c e  c o s t s  f o r  

the o t h e r  p o s i t i o n s  are c h a r g e d  t o  a c o l l o c a t i o n  c o d e  t h a t  

r e f l e c t s  t h e i r  pr'imary f u n c t i o n .  T o  a  c o n s i d e r a b l e  d e g r e e  o t h e r  
c o s t s  a r e  a l s o  c h a r g e d  to t h e  s e p a r a t e  c o d e s .  H o w e v e r ,  s o m e  
c o s t s  o f  o t h e r  p r o g r a m s  a r e  c h a r g e d  to the c o l l o c a t i o n  c o d e  f o r  

t h e  A n c h o r a g e  o f f i c e .  W h e n  t h e s e  c h a r g e s  a r e  d e d u c t e d  f r o m  t h e  

c o l l o c a t i o n  c o d e  f o r  the A n c h o r a g e  o f f i c e  the r e m a i n i n g  v a l u e s  
a c c u r a t e l y  r e f l e c t  t h e  b u d g e t  f o r  t h e  O f f i c e  o f  E q u a l  E m p l o y m e n t  

O p p o r t u n i t y .

T h e  d e d u c t i o n s  f r o m  the A n c h o r a g e  o f f i c e  n e c e s s a r y  t o  d e t e r m i n e

t h e  O E E O  a l l o c a t i o n  a r e  a s  f o l l o w s :
T h i r t y  p e r c e n t  o f  t h e  P e r s o n a l  S e r v i c e s  c o s t s  o f  P C N  0 2 2 0 4 7 .

T e n  p e r c e n t  o f  c o m m o d i t i e s  ( s u p p l i e s ) .
T e n  p e r c e n t  o f  p o s t a g e .
F o r t y  p e r c e n t  o f  c o p i e r  c h a r g e s .
F i f t y  p e r c e n t  o f  t e l e p h o n e .

B e l o w  a r e  t h e  F Y  94 a c t u a l  a n d  F Y  95 a l l o c a t i o n s  f o r  t h e  O E E O :

F Y  94

A n c h o r a g e  O f f i c e A d j u s t m e n t s O E E O

P e r s o n a l  S e r v 2 5 4 . 5 -11 . 8 2 4 2 . 7

T r a v e l : .2 .2

C o n t r a c t u a l 23 .0 -7 . 5 1 5 . 5

S u p p l i e s 5 . 1 - .5 4 . 6

E q u i p m e n t 3 . 5 3 . 5

T o t a l 2 8 6 . 3 -1 9 . 8 2 6 6 . 5

page 3 of 4
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FY  9 5

A n c h o r a g e A d j u s t m e n t s O E E O

P e r s o n a l  S e r v 2 5 3  .2 - 1 1 . 8 2 4 1 . 4

T r a v e l 0 0

C o n t r a c t u a l 20 .0 - 7 . 2 1 2 . 8

S u p p l i e s 5.0 - .5
f

4.5

E q u i p m e n t 0 0

T o t a l 2 7 8 . 2 - 1 9 . 5 2 5 8 . 7

L o c a t i o n / r e l o c a t i o n  c o s t s .  S e p a r a t i o n  o f  t h e  O E E O  a n d  t h e  

b a l a n c e  o f  t h e  o f f i c e  w o u l d  r e q u i r e  a d d e d  c o s t s  f o r  at l e a s t  t h e  

c o p i e r  ( s e c o n d  m a c h i n e  w o u l d  b e  n e e d e d  f o r  a s e c o n d  l o c a t i o n )  a n d  
t e l e p h o n e s  (the c u r r e n t  s y s t e m  is a l s o  s h a r e d  w i t h  t h e  D i v i s i o n  
o f  R e t i r e m e n t  a n d  B e n e f i t s )  a n d  p o s s i b l y  o f f i c e  s p a c e .

e o a t t 3 .c h t

I
i
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No..
Bill* ,**3

F I S C A L  N O T E  v,e! & :-

ion: eo 91

STATE OF ALASKA
1995 LEGISLATIVE SESSION

(H) Publish Date:_ 1 - 1 6 - 9 5

Revision Date: __________________________________________
Title: T r a n s f e r r i n g  t h e  O f f i c e  o f  E q u a l

Em p loym en t O p p o r tu n it y  to  t h e  O f f i c e  o f  th e  
Sponsor: R u le s  C o m m itte e  i ln v p r n n r

Requester: G o v e rn o r_____________________________ _

O f f i c e  o f  th e  G o v e rn o rDept. Affected:
"8RU: E x e c u t i v e  O p e r a t io n s

Component: OEEO

Expendituros/Revenues

COMPONENT SERIAL NO. 

(Thousands of Dollars)
OPERATING EXPENDITURES FY 9 6 FY 9 7 FY 9 8 FY 99 FY 00 FY 01

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)

1 0 0 2  Federal Receipts
1 0 0 3  GF Match
1 0 0 4  GF
1 0 0 5  GF/Program Receipts
1 0 0 6  GF/MHTIA 

Other
TOTAL 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

Estimate of any current year (FY95) cost: S 

POSITIONS
FULL-TIME - - - —

!
-

PART-TIME I
TEMPORARY c  "

ANALYSIS: (Attach a separate page if necessary)

E x e c u t iv e  O rd e r t r a n s f e r s  t h e  OEEO fro m  th e  D e p a r tm e n t  o f  A d m in i s t r a t io n  to  t h e  O f f i c e  

o f  t h e  G o v e rn o r . E x i s t i n g  FY 95  a u t h o r i z e d  a p p r o p r i a t i o n s  an d  PCNs f o r  t h e  o p e r a t i o n  >f 

OEEO w i l l  t r a n s f e r  to  t h e  O f f i c e  o f  t h e  G o v e rn o r . FY 96  o p e r a t i n g  n e e d s  w i l l  b e  i n c lu d e d  

i n  t h e  FY 96 am ended o p e r a t i n g  b u d g e t  r e q u e s t .  No a d d i t i o n a l  f u n d in g  i s  r e f l e c t e d  w i t h  

t h i s  f i s c a l  n o t e .

M ic h a e l  N i z i c h ,  A d m in i s t r a t i v e  D i r e c t o r ^ ^ X O f r O  Phone: 4 6 5 - 3 8 7 6
A d m in i s t r a t i v e  S e r v i c e s  3 ^  XV\ Date: 1 / 1 1 / 9 5

Prepared by: 
Division:

Approved by Commissioner: J im  A y e r s ,  C h ie f  o f  S t a f  
Agency: O f f i c e  o f  t h e  G o v e rn o r  V

Date
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For further distribution information, call tho Governor's Legislative Office
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TONY KNOWLES, GOVERNOR p. a. Box naoai
Juneau,Alaska 99BI1-QOQI 

(907 ) J6 S -3 5 0Q

S t a t e  o f  A l a s k a

o f f i c e :  o f  t h e  g o v e r n o r

J U N E A U

January 16, 1995

The Honorable Gail Phillips 
Speaker of the House 
Alaska State Legislature 
State Capitol 
Juneau, A ft 99801-1182

Dear Speaker Phillips:

Under the authority of art. Ill, sec. 23, of the Alaska Constitution, I am transmitting an 
Executive Order transferring the office of equal employment opportunity from the 
Department o f Administration to the Office o f the Governor.

Alaska's strength lies in the rich diversity of its people. By actively recruiting qualified 
.Alaskans from protected groups into public service, state government promotes equality 
and w elcom es a wide range of perspectives and ideas. My Administration is committed 
to giving all Alaskans an equal opportunity for employment in state government.

The transfer o f the office o f equal employment opportunity to the Office o f the Governor 
ensures that pressing issues in this area will come to my Administration's immediate 
attention. The transfer also will permit closer coordination of policy between the office  
and my Administration.

In the process o f  revising the statutes peitaining to the office of equal employment 
opportunity, I have added language that provides for the governor's appointment o f a 
director o f the office. That language will restore statutory text that existed before the 
office was transferred to the Department o f Administration in 1991, and w ill enable the 
office to perform its functions, including the adoption of regulations, once the transfer to 
the O ffice o f the Governor is complete. Currently, the commissioner of the Department 
of Administration is required to adopt regulations to carry out the office's duties.

Over the last several years, funding and staffing of the office of equal employment 
oppoitunity have been reduced dramatically. This has resulted in a greatly reduced scope



The Honorable Gail Phillips 
January 16, 1995 
Page 2

of work that has adversely impacted the overall objectives of the office. While the 
transfer of the office would enhance attention to the important functions of the office, 1 
will be reviewing its budget and operations to assess whether further changes and 
budgetary recommendations are warranted.

Sincerely,





AL0SKA STATE LEGISLA#IRE
COMMITTEES:
• Stoll1 Affairs
• Military anti Veterans Affairs
• Economic Development
BUDGET SUBCOMMITTEES:
• Department of Administration
• Department of Military and 

Velerans Affairs

R E P R E S E N T A T IV E  ED  W IL L IS
D ISTR ICT 25

DURING SESSION: 
STATE CAPITOL BUILDING 

IUNEAU, ALASKA 99001 1102 
<907) 405-2199 

Fax (9071 465-45(17
EAGLE RIVER: 

r940 BUSINESS BLVD. 
EAGLE RIVER, ALASKA 99577 

19071 694-6683 
Fax 1907) 694-1015

Birchwood • Chugiak • Eagle River • Fire Lake • Lower Peters Creek

8P0N80R STATEMENT FOR HOUSE B IL L  2

I n  1 9 9 3 ,  I i n t r o d u c e d  l e g i s l a t i o n  r e l a t i n g  t o  b o o t  c a m p s  f o r  
n o n v i o l e n t ,  f i r s t - t i m e  a d u l t  o f f e n d e r s .  T h e  b i l l  b e f o r e  y o u  t o d a y  

i s  t h e  r e f i n e d  v e r s i o n  o f  t h a t  1 9 9 3  b i l l .  I t  r e p r e s e n t s  t h e  w o r k  
o f  t h e  1 8 t h  L e g i s l a t u r e ' s  H e a l t h ,  E d u c a t i o n  a n d  S o c i a l  S e r v i c e s  
C o m m i t t e e  a n d  c o n t a i n s  s o m e  c h a n g e s  a n d  s u g g e s t i o n s  r e q u e s t e d  b y  
l e g i s l a t o r s ,  c o r r e c t i o n s  p r o f e s s i o n a l s  a n d  o t h e r  p e r s o n s  i n t e r e s t e d  

i n  t h e  l e g i s l a t i o n .

I f e e l  t h a t  p l a c i n g  n o n v i o l e n t ,  f i r s t - t i m e  f e l o n y  o r  
m i s d e m e a n o r  o f f e n d e r s  i n  a p r i s o n  s e t t i n g  is n o t  t h e  b e s t  w a y  t o  
a c c o m p l i s h  r e h a b i l i t a t i o n  o f  t h i s  o f f e n d e r .  P r o v i d i n g  a n  
a l t e r n a t i v e  t o  p r i s o n  t i m e  a n d  a n  o p p o r t u n i t y  t o  l e a r n  d i s c i p l i n e  

a n d  a c c e p t a b l e  b e h a v i o r  w i l l  o f f e r  t h e s e  o f f e n d e r s  a c h a n c e  t o  
avoi. f u r t h e r  e n c o u n t e r s  w i t h  t h e  law.

T h e  b i l l  b e f o r e  y o u  w o u l d  o f f e r  t h e  b o o t  c a m p  a s  a n  
a l t e r n a t i v e  s e n t e n c e  o p t i o n  f o r  f i r s t - t i m e  c o n v i c t e d  f e l o n s  o r  
m i s d e m e a n a n t s  u n d e r  t h e  a g e  o f  26. I n d i v i d u a l s  c o n v i c t e d  o f  c r i m e s  

s u c h  a s  h o m i c i d e ,  a s s a u l t ,  k i d n a p p i n g ,  s e x u a l  o f f e n s e s ,  a n d  

o f f e n s e s  i n v o l v i n g  t h e  u s e  o f  a d e a d l y  w e a p o n  w o u l d  n o t  b e  e l i g i b l e  
f o r  t h i s  s e n t e n c i n g  o p t i o n .  T h e  e m p h a s i s  h e r e  i s  o n  n o n v i o l e n t  

f i r s t - t i m e  o f f e n d e r s .

A t  l e a s t  24 s t a t e s  c u r r e n t l y  o p e r a t e  b o o t  c a m p  p r o g r a m s .  A s  

c a n  b e  e x p e c t e d ,  e a c h  s t a t e  o f f e r s  t h e  p r o g r a m  t o  d i f f e r e n t  g r o u p s .  
F o r  e x a m p l e ,  i n  1 9 9 3  V i r g i n i a ' s  p r o g r a m  w a s  l i m i t e d  t o  n o n v i o l e n t  
m a l e  f e l o n y  o f f e n d e r s  24 y e a r s  o f  a g e  o r  u n d e r  a n d  d i d  n o t  a l l o w  
f e l o n s  c o n v i c t e d  o f  m u r d e r ,  m a n s l a u g h t e r ,  k i d n a p p i n g ,  s e x u a l  
a s s a u l t ,  e t c .  t o  p a r t i c i p a t e  i n  t h i s  p r o g r a m .  M a s s a c h u s e t t s '  

p r o g r a m ,  in 1 9 9 3 ,  w a s  f o r  m a l e  o f f e n d e r s  u n d e r  t h e  a g e  o f  40.

I h a v e  s u b m i t t e d  t o  t h e  c o m m i t t e e  v a r i o u s  a r t i c l e s  a n d  s t u d i e s  
c o n c e r n i n g  b o o t  c a m p  p r o g r a m s .  I b e l i e v e  t h a t  a b o o t  ' a m p  p r o g r a m  

c o u l d  h e l p  u s  a d d r e s s  m a n y  p r o b l e m s  f r o m  p r i s o n  o v e r c r o w d i n g  t o  

r e c i d i v i s m  r a t e s .  A  b o o t  c a m p  p r o g r a m  h a s  t h e  p o t e n t i a l  o f  

p r o v i d i n g  u s  w i t h  m a n y  l o n g - t e r m  b e n e f i t s .  I w o u l d  u r g e  p o s i t i v e  

c o n s i d e r a t i o n  o f  t h i s  b i l l .

■ pflntadonnxycMpopw



0 / I S I O N  O F  L E G A L  S E R V I # S
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
(907) 465-3867 or 465-2450
FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

MJE-M -Q-R. A N-P-U-M January 17,1995

SUBJECT: Sectional Summary of HB 2 (Work Order No. 9-LS0016\A)

TO: Representative Ed Willis
Attn: Janet Seitz

FROM: Jerry L u c k h a u p t J ^ ^ ^ '
Legislative Counsel

You have requested a sectional summary of the above-described bill. As a preliminary matter, 
note that a sectional summary of a bill should not be considered an authoritative interpretation 
of the bill - the bill itself is the best statement of its contents.

Section 1 of the hill amends AS 12.55.015 by adding a new subsection (g) that permits a 
sentencing court to recommend that a first-time felony offender or a first-time misdemeanor 
offender, who has been sentenced to a term of imprisonment of at least 150 days, who has not 
previously participated in a boot camp program, who is under the age of 26, and who was not 
convicted o f a violation of AS 11.41,17 AS 11.46.300,* AS 11.46.400/' AS 11.56.300/' 
AS 11.56.810/' AS 11.61.100," AS 11.61.190/' AS 11.61.195,157 or AS 11.61.240/' be 
incarcerated in a boot camp program.

17 Crimes against persons, including, c.g./nurder, manslaughter, assault, sexual assault, and sexual abuse. 

27 Burglary in the first degree.

37 Arson in the first degree.

47 Escape in the first degree.

57 Terroristic threatening.

67 Riot.

77 Misconduct involving weapons in the first degree.

87 Misconduct involving weapons in the second degree.

91 Criminal possession of explosives.



Representatr a Wi
January 17, 1995
Page 2

•  •

Section 2 of the bill is a conforming change to section 1 of the bill.

Section 3 of the bill provides that a prisoner who successfully completes the boot camp is 
eligible for discretionary parole notwithstanding any other statute that might restrict the 
prisoner's eligibility.

Section 4 of the bill is the statutory "meat" of the bill. It creates:
AS 33.30.182 which establishes a boot camp program as a correctional facility o f the 

state; describes what the boot camp program involves (militarily styled discipline and physical 
training, counseling, training); requires the boot camp program to be designed so as to be 
completed within 150 days; requires prisoners who fail the program to be reassigned to other 
correctional institutions; requires the commissioner to adopt regulations; allows the 
commissioner to contract for an alternative boot camp program; and requires the 
commissioner to report to the legislature.

AS 33.30.183 limits the prisoners eligible lor assignment to the boot camp program 
to those prisoners ordered by the court to participate under bill section 1 or selected by the 
commissioner, who are sentenced to a term of imprisonment o f at least 150 days, who have 
not previously participated in a boot camp program, and who did not violate AS 11.41, 
AS 11.46.300, AS 11.46.400, AS 11.56.300, AS 11.56.810, AS 11.61.100, AS 11.61.190, 
AS 11.61.195, or AS 11.61.240.

AS 33.30.184 creates a boot camp advisory board.

Section 5 of the bill provides an effective date.

GPL:glc 
95-055.glc



COMMITTEES:
• St,Ho Affairs
• Military and Veterans Affairs
• Economic Development

BUDGET SUBCOMMIDEES:
• Department of Administration
• Department of Military and 

Veterans Affairs

Al&SKA STATE L E G IS LA TE

r<%>.

.DURING SESSION:
** HT̂ tPyCAHITOL BUILDING

•'£'£  ̂ lUNEAO/jlJ’tSKA 99801 - 11112

“V
R E P R E S E N T A T IV E  ED  W ILLIS

DISTRICT 25

1907)465-2199 
/t,\x (907) 465-4587
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EAC.LE RIVER:
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WVJ'f(9WJ'694-66B3 
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Birchvvood • Chugiak • Eagle R iver • Fire Lake • Lower Peters Creek

M e m o r a n d u m

TO: R e p .  J e a n n e t t e  J a m e s ,  
H o u s e  S t a t e  A f f a i r s  C<

C h a i r
Dinmittee
i " tL 's i

F R O M : R e p .  E d  W i l l i s  ^

D A T E : F e b r u a r y  28, 1 9 9 5

RE: H o u s e  B i l l  2

I w o u l d  r e q u e s t  t h a t  t h e  c a p t i o n e d  b i l l  b e  b r o u g h t  o n  f o r  h e a r i n g  

b e f o r e  y o u r  c o m m i t t e e .

A t t a c h e d  t o  t h i s  m e m o r a n d u m  a r e  t h e  f o l l o w i n g  i t e m s :

1. S p o n s o r  S t a t e m e n t
2. S e c t i o n a l  A n a l y s i s  f o r  H o u s e  B i l l  2, p r e p a r e d  b y  t h e  

D i v i s i o n  o f  L e g a l  S e r v i c e s

3. F i s c a l  N o t e s  F r o m :
a. C o r r e c t i o n s

b. L a w
c. A d m i n i s t r a t i o n

d . C o u r t
e. P u b l i c  S a f e t y

4. L e g i s l a t i v e  R e s e a r c h  R e p o r t  e n t i t l e d  " B o o t  C a m p s  f o r  

Y o u n g  O f f e n d e r s "
5. " B o o t  C a m p  P r i s o n s  T h r i v e "  f r o m  C o r r e c t i o n s  C o m p e n d i u m ,  

J a n u a r y  1 9 9 1
6. 1 9 9 1  S h o c k  I n c a r c e r a t i o n  S u r v e y  w i t h  a r t i c l e
7. " B o o t  C a m p  S u r v e y :  R e h a b i l i t a t i o n ,  R e c i d i v i s m  R e d u c t i o n

O u t r a n k  P u n i s h m e n t  a s  M a i n  G o a l s "  f r o m  C o r r e c t i o n s  T o d a y .
8. " B o o t  C a m p  P r i s o n s  i n  1 9 9 3 "  f r o m  N a t i o n a l  I n s t i t u t e  o f  

J u s t i c e  J o u r n a l ,  N o v e m b e r  1 9 9 3 .
9. " R e p o r t  t o  J o i n t  C o m m i t t e e  o n  F i n a n c e "  ( W i s c o n s i n ) ,  p a g e s  

3 a n d  4, A u g u s t  31, 1 9 94.

I f  y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  d o  n o t  h e s i t a t e  t o  c o n t a c t  me.

L J  pnmedonracydedimpw
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CS FOR HOUSE BILL NO. 2(STA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE STATE AFFAIRS COMMITTEE

Offered:
Referred:

Sponsor:s): REPRESENTATIVES WILLIS, Rokeherg

A BILL

FOR AN ACT ENTITLED

1 "An Act providing for incarceration of certain nonviolent offenders in boot camps

2 operated by tne Department of Corrections; making prisoners who complete the
I

3  ̂ boot camp program eligible for discretionary parole; allowing the Department of

4 Corrections to contract with a person for a boot camp program; creating the

5 Boot Camp Advisory Board in the Department of Corrections; and providing for

6 an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

8 * Section 1. AS 33.16.090 is amended by adding a new subsection to read:

9 (0 Notwithstanding another provision of law, a prisoner who is not otherwise

10 eligible for discretionary parole who has successfully completed the boot camp
I11 | program under AS 33.30.182 is eligible for discretionary parole.

12  ̂ * Sec. 2. AS 33.16.100 is amended by adding a new subsection to read:

13 (e) Notwithstanding (c) and (d) of this section, a prisoner who is eligible for

- I -  CSHB 2LSTA)
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1 discretionary parole under AS 33.16.090(f) may be released on parole at any time after

2 the successful completion of the boot camp program under AS 33.30.182.

3 * Sec. 3. AS 33.30 is amended by adding new sections to read:

4 ARTICLE 2A. BOOT CAMP PROGRAM.

5 Sec. 33.30.182. BOOT CAMP PROGRAM, (a) The commissioner shall

6 establish a boot camp program as a correctional facility of the state. The boot camp

7 program is an alternative correctional facility and program for youthful prisoners who

8 have been sentenced for a conviction of a less serious nature and who have not

9 previously participated in the boot camp program. Prisoners participating in the boot

10 camp program shall be housed separately from other prisoners committed to the

11 custody of the commiss'oner who are not participating in the program.

12 (b) The commissioner shall include in the boot camp program

13 (1) a military style intensive physical training and discipline program;

11 (2) alcohol and drug counseling, education, and treatment as an integral

15 part of the program;

16 (3) a training program emphasizing skills for reentering society;

17 (4) training in personal accountability and the work ethic; and

18 (5) other educational, counseling, and treatment programs as determined

19 by the department or as ordered by a court under AS 12.55.015.

20 (c) The commissioner shall structure the boot camp program so that a prisoner .

21 | entering the program may complete it in a period of time determined by the !

22 commissioner but not greater than 150 days.

23 (d) A prisoner shall be removed from the boot camp program and reassigned

24 to another correctional facility if the prisoner fails to successfully complete the

25 program or otherwise fails to abide by the regulations of the program.

26 (e) The commissioner shall adopt regulations to implement AS 33.30.182 -

27 33.30.184 and otherwise administer the boot camp program. The regulations must

28 include provisions to require a prisoner to reimburse the department for the costs of

29 participating in the boot camp program to the extent of the prisoner's resources.

30 1 (0 Notwithstanding AS 33.30.031, the department may contract with a person

31 for operation of a boot camp program under this section. A contract boot camp
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•  •
program must meet all of the requirements tor a boot camp under this section and

under the regulations adopted by the commissioner. Prisoners shall be assigned to a 

contract boot camp program in the manner provided under AS 33.30.183.

(g) The commissioner shall maintain records of the program and shall annually 

report to the legislature not later than Februarv 1 on the program and its effectiveness. 

The report must include, to the extent the technological capability of the department 

allows,

(1) a comparison of recidivism rates between prisoners who have 

completed the bool camp program and other prisoners not eligible for the progiam who 

are committed to the custody of the commissioner;

(2) a comparison of costs between the boot camp program and 

traditional incarceration programs;

(3) a description of the number of prisoners who have participated in, 

completed, or failed ihe boot camp program.

Sec. 33.30.183. ELIGIBILITY FOR ASSIGNMENT TO BOOT CAMP 

PROGRAM, (a) The commissioner may not allow a prisoner to serve time in the 

boot camp program unless the commissioner specifically finds that the prisoner meets 

the eligibility requirements of this section.

(b) To be eligible to serve time in the boot camp program, the prisoner must 

have been selected by the commissioner and

(1) be under 26 years of age;

(2) have been sentenced to a term of imprisonment of at least 150 days;

(3) not have previously participated in a boot camp program under !

AS 33.30.182;

(4) not be serving a sentence for a violation of AS 11.41; 

AS 11.46.300. 11.46.400: AS 11.56.300, 11.56.810; AS 11.61.100, 11.61.190,

11.61.195, or 11.61.240.

Sec. 33.30.184. ADVISORY BOARD, (a) The Boot Camp Program Advisory 

Board is established in the department. The board shall review and provide advice to 

the commissioner concerning the boot camp program. The members of the board are 

appointed by the governor as follows:

-3-
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(T) the commissioner or the commissioner's designee;

(2) the director of the division of institutions of the department;

(3) the director of the division of community corrections of the

department;

(4) a member of the house of representatives;

(5) a member of the senate; and

(6) two public members.

(b) The public members of the board are entitled to per diem and travel 

expenses authorized by la", for boards and commissions under AS 39.20.180.

* Sec. 4. This Act takes effect July 1, 1995.
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F I S C A L  N O T E
#

Revision Date: ________________
Title:
with in the DOC

STATE OF ALASKA
1995 LEGISLATIVE SESSION

BILL NO. HB 2

An Act relating to the creation of a boot camp
Dept. Affected: 
BRU: _
Component:

Corrections
all
all

Sponsor:
Requester:

Rep. Willis
Rep. Willis

Expenditures/Revtnues

COMPONENT SERIAL NO. 

(Thousands of Dollars)
OPERATING EXPENDITURES FY 9 6 FY 9 7 FY 9 8 FY 9 9 FY 0 0 FY 01

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3
TOTAL OPERATING 0 .0 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3

I CAPITAL EXPENDITURES 5 ,0 0 0 .0  : 1 I I I 1

ICHANGE IN REVENUES ( ) 1
_ ( . | r  |

FUND SOURCE (Thousands of Dollars)

1 0 0 2  Federal Receipts
1 0 0 3  GF Match
1 0 0 4  GF
1 0 0 5  GF/Program Receipts
1 0 0 6  GF/MHTIA 
Other

5 ,0 0 0 .0 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3

TOTAL 5 ,0 0 0 .0 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3 2 ,0 6 2 .3

Estimate of any current year (FY95) cost: $ 0 .0

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

t h i s  bill w ou ld  add a se c t io n  (2 ) to A S 1 2 . 5 5 . 0 8 6  a llo w in g  the court to m ake s u c c e s s fu l com p letion  of a boot 

program  a cond ition  o f probation  and w ou ld  require DOC to provide su c h  a program . The court cou ld  require 

the d e fend an t to  re im bu rse  a portion o f the c o s t  o f th e  p rogram . The bill a lso  p ro v id e s for th e  co m m iss io n e r to 

se le c t  p a r t ic ip an ts in a boot cam p program  and p rov id es a se le c tio n  cr iteria .

S ec tio n  3  o f th e  bill p ro v id e s for e lig ib ility  for d isc re tio n a ry  paro le e lig ib ility  for th o se  w ho  su c c e s s fu lly  com p le te  

the boot cam p  p rogram .

Sec tio n  4  p ro v id e s fo r ce rta in  cond it io n s and s ta n d a rd s  for th e  operation of the boot cam p  and d i.^ c t s  th e  

com m issio n er to adop t re gu la t io n s to  im p lem ent and adm in iste r the program . T h is se c t io n  fu rther p ro v id e s for 

the  e s ta b lish m e n t o f an ad v iso ry  board to re v iew  and ad v ise  the com m issio ner. CONTINUED ON ATTACHED 

PAGES:

Jerry Shriner__________________________________________ Phone: 4 6 5 -5 5 8 2

Division: Comm. Office

Approved by Commissioner: -cc*C$" K - u .
Agency: DepartmeAit of Corrections ^

Date: 1/20/95

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For fuither distribution information, call tho Governor's Legislative Office

(Rev 10/94) 95fisno.xls/DBR 1 of 3



F ISC A L  NOTE

FIB2

January 21, 1995

The num ber o f  defendants who w ou ld  be sentenced to com plete a Boot C am p program  under A S 

1 2 .5 5 .0 8 5  is  a s im p o ss ib le  to pred ict a s  the p e rsu a siv e  a b ilit ie s  o f  botn prosecutors and de fen se  attorneys 

and to the sen tenc in g  ph ilo sophy  o f  in d iv id u a l ju d g e s  in ind iv idua l c a se s . The e ffect o f  an y  new  

sen ten c in g  option is  unpred ictab le. Som e who, w ith  out the p ro v isio n s o f  th is  b il l , w ou ld  have been 

sentenced to probation alone or to a short ja i l  term m igh t now  serve  more ja i l  tim e. It se em s le s s  lik e ly  

that sen tences im posed under the proposed p ro v is io n s w ou ld  be any shorter than under the e x is t in g  

lan guage . D isc re tio nary  paro le e l ig ib il i t y  w ou ld  not a ffec t th is group and thus longer sen tences w ou ld  

not be m itigated .

Further, perception o f  the program  by the defendant m ay e ffect the action o f  both prosecutors and 

de fen se  atto rneys in w ay s unpred ictab le to the Departm ent o f  Corrections.

Further a n a ly s is  o f  the antic ipated num ber o f  defendants to be im pacted w i l l be n ece ssa ry  from the 

D epartm ent o f  L aw , the Pub lic  D e fender A gency and the Court System  in order to gage  the re sources the 

Departm ent o f  C orrections w ou ld  need to deve lop  in order to meet its o b lig a tio n s. It shou ld  be noted 

that under th is p rov ision  the Departm ent w ou ld  be required to construct, s t a f f  and operate a  boot cam p 

im m ed ia te ly  and operate it re ga rd le ss o f  the num ber o f  p risoners a v a ila b le  to the program .

P riso n e rs cou ld  a lso  be se lected  and a ss ig n ed  to the boot cam p program  from  that portion o f  the prison 

popu lation described  in A S 3 3 .3 0 .1 8 3  ( 2 ) .  A n a ly s is  o f  the prison population re vea ls that 2 4 5  inm ates 

m eet the c r ite r ia  under the p ro v is io n s o f  th is  b ill. W ithout the d esign  o f  the fa c ility  from w h ich  a boot 

cam p program  w ou ld  be operated, construction  cost, much le s s  s ta ff in g  patterns and operation co sts 

cannot be ca lcu la ted .

Recent e st im a te s o f  the co st o f  construction  o f  a p rison  fa c ility  in A la ska  range from $ 1 0 0 ,0 0 0  to 

$ 1 6 0 ,0 0 0  per p rison  bed capac ity . A ssum in g  that a f if ty  bed fac ility  w a s deemed su itab le  and a ssu m in g  

the fa c il ity  w a s  bu ilt to house m ed ium  to m in im um  cu stody p risoners w ith  h igh ly  structured a c t iv it ie s  

and for re la t iv e ly  short sentences the low er co st f igu re  is  used. B ecau se  a ll prison fa c il it ie s  are at or over 

cap ac ity  and w i l l  continue to be even  w ith  the tran sfe r o f  prisoners out o f  state, there is  no p o ss ib i lity  o f  

reduc ing co sts by  re structu ring  the current function ing  o f  an e x is t in g  in stitu tion .

Capital cost are calculated to be $100,000 X 50 = $5,000,000 based on the above assumptions.

The best e stim ate  fo r operating co sts is  the ave rage  operating cost based  on F Y  9 4  operation o f  the 

current p rison  sy stem  w h ich  is  ca lcu la ted  to be $ 1 1 3  per day per prison bed. The Departm ent is  

a n a ly z in g  the co st data o f  a boot cam p recen tly  operated for ju v e n ile s . P re lim inary ' reports ind icate that 

operating  co st w i l l  exceed  the ave rage  cost.

Fo r current purpo se s the ave rage  per bed co st is  used to ca lcu la te  annual program  co st a s  fo llow s:

$113.00(per day cost) X 365 (days per year) X 50 (program capacity) =$2,062,250

T hese  operating  co sts w ou ld  not becom e e ffe c t iv e  un til the fac ility  w a s  bu ilt and operationa l. L ik e w ise  

s ta f f in g  o f  such  a  program  cannot be stated w ith  p rec ision  until a fin a l d e s ign  o f  both the fa c ility  and the 

program  function s are set. It is  lik e ly  that such  a program  w ou ld  require ten to tw e lve  n ' correctiona l 

o ff ic e r s , tw o  to three program  sta ff , a probation o ffice r , an adm in istra tive  o ffice r , one m ed ica l s t a f f  and a 

fa c il ity  superin tendent, for a total o f  s ix teen  to n ineteen new  po sitions.



F I S C A L  N O T E

Revision D a t e : ________________________________________
Title: "...a llow ing certain offenders...to complete a
boot camp program..."

STATE OF ALASKA
1995 LEGISLATIVE SESSION

Dept. Affected^___________Department of Law
' b r U: ________
Component: ________

BILL NO. HB 2________

Prosecution
All

Sponsor:
Requester:

Representative Willis
Representative Willis

Expenditures/Revenues

COMPONENT SERIAL NO. 

(Thousands of Dollars)

0 0 8 5 - 0 0 9 0

OPERATING EXPENDITURES FY 9 6 FY 9 7 FY 9 8 FY 9 9 FY 0 0 FY 01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

CAPITAL EXPENDITURES

I CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)

1 0 0 2  Federal Receipts
1 0 0 3  GF Match
1 0 0 4  GF
1 0 0 5  GF/Program Receipts
1 0 0 6  GF/MHTIA
Other
TOTAL 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

Estimate of any current year (FY 95) cost: $ 0 .0

POSITIONS
FULL-TIME 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

This bill amends AS 12.86 and AS 33.30  to provide for incarceration of a nonviolent offender in boot camps 
operated by the Department of Corrections, if the offender is otherwise eligible for a suspended imposition of 
sentence. This is a sentencing alternative that would be available to courts after the conviction of a defendant. 
Consequently, the bill will not have a fiscal impact on the Department of Law.

Prepared by:
Division:

Approved by Commissioner: 
Agency:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor’s Legislative Office

(Rev 10/94) 9Sfisno.xls/DBR Page 1 of 1



$
STATE OF ALASKA

1995 LEG ISLA T IV E  SESSIO N

FISCAL NOTE @
B IL L  NO. HR 2

Revision D a t e :___________________________________________ Department Affected: Administration

Title: "An Act allowing courts to require cerlain  offenders a s  a  BRU: PublicItefeiK teLAgericy______

specia l condition of probation to complete a bool cam p...." Component: Pi&lic_D.efender.Agency.

Sponsor: R ep JM IIis______________________________________  __________________________________
Requestor: Rep. Willis_____________________________________COMPONENT SERIA L NO. 1631

EXPENDITURES/REVENUES:______________________________(Thousands of Dollars)

OPERATING EXPENDITURES FY 96 FY 97 FY 9 8 FY 99 FY 00 FY 01

PERSONAL SERV ICES

TRAVEL

CONTRACTUAL

SU PPL IES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

t

TOTAL OPERATING 0 .0 0 .0 0 .0 0 .0 0 .0 0.0

I CAPITAL. EXPENDITURES I I I I ~ [

1002  Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts
1006  GF/MHTIA 

OTHER_________________
TOTAL

I CHANGE IN REVENUES ( 1 I I

FUND SOURCE:

m ate ofI an y  cu rren t y ea r (FY  9 5 ) co st : $ none

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 ' 0

TEMPORARY 0 9 0 0 0 0

Approved by Commissioner: Mark Bover 

Agency: Department ol Administration__
A

Date:

I — In

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE
For further distribution information, call the Governor’s Legislative Office

OFFICE

Rev: 01/95
pd.hb2.wpd
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FISCAL NOTE
STATE OF ALASKA RTT.T. NO. HB 2
1995 LliGISLATTVE SESSION
Revision Date: _________________________________________Dept. Affected: A laska Court Sy stem ____________________

Title: An Act re lating to boot cam p s for__________ BRU: Trial Courts____________________________

nonviolent offenders_________________________________ Components:_____________________________________
Sponsor: Rep. Willis_______________
Requestor:____________________________________  COMPONENT SER IA L fiO . 7 6 8

6884 ADMIN ACCOUNTING JUNEAU SUPREME Ig]002/002

EXPENDITURES/REVENUES   (Thousands of Dollar)

OPERATING EXPENDITURES FY 95 FY 9 7 FY 98 FY 99 FY00 FY 01
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND& STRUCTURES

GRANTS & CLAIMS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

|CHANGE IN REVENUES ( ) |  | | | | | |

FUND SOURCE____________________________ (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts 

1006GF/MHT1A

Other

0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

TOTAL 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

0 2 /0 1 /9 5  16 :4 6  © 10oZ f itf0

POSITIONS

FULL-TIME

PART-TIME

TEMPORARY

Estimate of current year (FY 35) cost: $ None

ANALYSIS: (Attach a separate page if necessary) 

No fiscal Impact.

Prepared by: C. S. Christensen III. Staff Counsel M L  ___ Phone: 264-8228
Agency: Alaska Court S ystem  ______________________________________ Date: 02/01/95

Approved by: Arthur H. Snowden, II, Administrative Director G1 (  -____________________________
Agency: Alaska Court System Date: 02/01/95

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S  LEGISLATIVE OFFICE
OM3PM

Rev 1/95 Page 1 of 1



STATE OF ALASKA $

1 9 9 5  LEGISLATIVE SESSION

F IS C A L  N O T E  _
BILL I ©  HB 2

Revision Date:_____________________________________  Dept. Affected: P u b lic  S a f e t y __________

Title: "An act allowing courts to require certain A laska State Trooners

 offenders...to cnmnlate a boor camn program..." Component: Detachments_____________

Sponsor: Representative Willis___________________  __________________________

Requestor: Representative_Willis______________COMPONENT SERIAL NO. 0 7 9 9

EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)

OPERATING FY 9 6 FY 9 7 FY 9 0 FY 9 9 FY 0 0 FY 01

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0 - -0- *0-

CAPITAL EXPENDITURES -0- -0- -0- -0- -0- -0-

CHANGE M REVENUES ( ) 
Ravanuo Cod*

0 - -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)

1 0 0 2  Federal Receipts

1 0 0 3  GF Match

1 0 0 4  GF

1 0 0 5  GF/Program Receipts

1 0 0 6  GF/MHTIA

Other

TOTAL -0- -0 - -0 - -0 - -0 - -0 -

Estimate of current year (FY 9 5 ) impact: $ -0-

POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary .)

No sig  ificant impact on the A laska State Troopers.

Prepared By: Francis C. Allan___ ^  , / ____________________________ Phone: . .2 6 9 - 5 6 9 1

Division: A laska State T ro rm e w ^______   Date! 0 1 /2 4 /9 5________________

Approved by Commissioner: 1 Dat e:  ^  ~̂~ ~~ L _______

A gency: R o n a ld_L^Qtle._D ent, of Pub lic  S a fe ty _______

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office 

r«v n/94 Page 1 of 1



F I S C A L  N O T E
STATE OF ALASKA
1995 LEGISLATIVE SESSK y *

\ BILL NO. HB 2

Revision Date: _________________________________________
Title: .allow ing certain offenders...to complete a
boot camp program.

Dept. Affected: 
"b r U: _
Component: __

Department of Law
Prosecution
All

Sponsor:
Requester:

Representative Willis
Representative Willis

Expenditures/Revenues

.COMPONENT SERIAL NO. 

(Thousands o f Dollars)

0 0 8 5 - 0 0 9 0

OPERATING EXPENDITURES FY 9 6 FY 9 7 FY 9 8 FY 9 9 FY 0 0 FY 01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

I CAPITAL EXPENDITURES

ICHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1 0 0 2  Federal Receipts
1 0 0 3  GF Match
1 0 0 4  GF
1 0 0 5  GF/Program Receipts
1 0 0 6  GF/MHTIA

Other
TOTAL 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

Estim ate of any current year (FY 95) cost: $ 0 .0

POSITIONS
FULL-TIME 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

This bill amends AS 12.86 and AS 3 3 .30  to provide for incarceration of a nonviolent offender in boot camps 
operated by the Department of Corrections, if the offender is otherwise eligible for a suspended imposition of 
sentence. This is a sentencing alternative that would be available to courts after the conviction of a defendant. 
Consequently, the bill will not havo a fiscal impact on the Department of Law.

Richard I. Pegues, Dir̂ otorPrepared by: 
Division: Administrative Serv ices

Approved by Commissioner: 
Agency: ________

Bruce M. Botelho. Atto,
Department of Law

Phone:. 
D ate:.

Date:

465-3672
1/24/95

1/24/95

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information, call the Governor’s Legislative Office

(Rev 10/94) 95fisno.xls/DBR Page 1 of 1



FISCAL NOTE
STATE OF ALASKA

1995 LEG ISLA T IV E  SESSIO N

B IL L  NO. UIL2L

Revision Date: _________________________________________

Title: "An Act allowing courts to require certain offenders a s  a
special condition of probation to complete a  boot cam p...."____

Sponsor: Rep. Willis  ______________________
Requestor: Rep. Willis___________________________________

Department Affected: Administration

BRU: Public. Defender Agency.
Component: Public Defender Agency

COMPONENT SER IA L NO. 1631

EXPENDITURES/REVENUES:

OPERATING EXPENDITURES FY 96 FY 9 7 FY 9 8 FY 99 FY 00 FY 01

PERSONAL SERV ICES

TRAVEL

CONTRACTUAL

SU PPL IES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

1

TOTAL OPERATING 0.0 0 .0 0 .0 0 .0 0 .0 0.0

I CAPITAL EXPENDITURES I I I I I I I

I CHANGEJN.B£VENUES ( . _ ) I I  I I H

FUND SOURCE: (Thousands of Dol ars)

1002  Federal R eceip ts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006  GF/MHTIA

OTHER

TOTAL ______  ... ......... . . . . .  . 0 .0 .. .. . ___Q.Q 0 0 0 .0 n o 0.0

E stim ate  o f an y  cu rren t y ea r (FY  9 5 ) co st :  $  none

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 ' 0

TEMPORARY _ 0 0 0 . .  9 , 9 0

ANALYSIS: (Attach a  separate page if necessary.)

This bill has no fiscal impact to the Public Defender Agency.

Prepared by: John Salemi. Director 
Division: Public Defender Aoencv '

Phone: 264 -4 400  

D a te :___________

Approved by Commissioner: Mark Bover

Agency: Department ol Administration

A T r ^ j
Date:

Rev: 01/95
pd.ht>2.wpd

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
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+ A laska  State Legislature

Legislative Research Agency
130 Seward Street, Suite 218 
Juneau, A laska 99801-2196

Phone: (907) 465-3991 
Fax: (907) 463-3351

February 11, 1993

MEMORANDUM

TO: Representative Ed Willis

FROM: Patricia Young 
.egislative An;

RE: Boot Camps for Young Offenders
Research Request 93.100

You asked for information about boot camps for young offenders. Specifically, you wished 
to know the age of participants, the type of crimes represented, the length of sentence, and 
the number of offenders typically in the programs. You were particularly interested in boot 
camp programs running in Virginia, Massachusetts, and Cuyahoga County, Ohio.

According to a State Legislative Report, "Prison Boot Camps: Policy Considerations and 
Options," (Denver: National Conference of State Legislatures, March 1991; attached) boot 
camps are generally military-style programs requiring team cooperation for highly 
disciplined drills, marching, and labor. Most such programs are designed for non­
violent, first-time felony offenders with relatively short sentences. Typically they are 
designed for young adults between the ages of 17 and 25, require a certain degree of 
physical and mental fitness, last from 60 to 180 duys, and represent an alternative to 
incarceration. Although few data exist to evaluate the effectiveness of boot camp programs, 
particularly their long-term effectiveness, they are popular: at least 24 states currently 
operate such programs.

Despite their similarities, boot camp programs vary in structure and focus. A brief 
comparison of the programs in Virginia, Massachusetts, and Cuyahoga County, Ohio, 
illustrate some of the differences.

The Virginia Program

The Virginia program appears to be the most standard among the three. At its inception- 
mid-April o f 1991-eligibility was limited to nonviolent, male felony offenders between the 
ages of 18 and 24 years at the time of sentencing. (Last year the age restriction was changed



to 24 years or under at the time of conviction, with no minimum age limit.) Misdemeanants 
are ineligible, as are felons convicted of murder, manslaughter, kidnapping, sexual assault, 
malicious wounding, robbery, or any attempt to commit any of these crimes. Camp capacity 
is 100 participants, and platoons of 30 to 45 individuals enter each month. To date, 522 
participants have gone through the Virginia program.

The program is voluntary, lasts 90 days, and represents a condition of supervised probation 
in lieu of a penitentiary sentence. The primary emphasis is on discipline. Corrections 
officers involved in the boot camp program receive U.S. Marine Corps training as drill 
officers, and an offender’s sole contact for the first two weeks of the program is with the 
drill officer.

Following the two-week orientation come program components involving labor, general 
education, substance abuse education, life skills development, vocational assessment, and 
some social education.' Although participants are not taught vocation skills as such, manual 
labor is believed to help them develop a work ethic. The camp is located on a 2,600-acre 
farm, so offenders are employed as farm laborers. Labor for community projects, such as 
painting schools and cleaning state parks, is also required. All participants are evaluated as 
to their level of education: those who test at below grade 12.9 are enrolled in the Adult 
Basic Education (ABE) or General Education Development (GED) program, regardless of 
whether they have high school diplomas; those who test at or above grade 12.9 are used as 
tutors. Upon completion of the entire boot camp program, participants may invite family 
and friends to a full graduation ceremony. Participants are on probation following 
graduation for at least one year, the first 90 days o f which are intensive supervision.

According to Drew Malloy, program director, Virginia’s boot camp program is a five-year 
pilot program funded by the state legislature. Results have so far been positive, with a 
recidivism rate of 15 percent for the first 18 months. Admittedly, however, this is a very 
short time to accurately gauge the effectiveness of a program, and the recidivism rate is 
expected to increase over time. Nevertheless, Mr. Malloy anticipates funding for the 
program beyond the demonstration period.

The Massachusetts Program

The Massachusetts boot camp program, which began operation in August of 1992, is for 
male offenders under the age of 40. Ted O’Donnell, Department of Corrections project 
analyst with the program, describes it as originally designed for individuals convicted of 
misdemeanors and less serious felonies as a short, intense alternative to jail or probation, 
requiring a high level of offender involvement It is a four-month program with a capacity 
o f 256 participants. Approximately 50 offenders have graduated from the program to date.
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Eligibility criteria for the Massachusetts boot camp program include that a participant 1) 
must be under 40 years of age; 2) may have prior convictions if his history is non-violent; 
3) must have a sentence that is for no more than 18 months; 4) must not have received a 
mandatory sentence for violation of a drug law; 5) must not have been convicted of a crime 
against a person (with the exception of assault and battery); 6) must be medically ana 
psychologically fit to participate; 7) must have no history of escape from a secure parameter 
nor any escapes within the past three years; and 8) must volunteer for the program.

According to Mr. O’Donnell, because the program capacity has yet to be filled, the original 
criterion of "no history of escape" was relaxed to its current form. Another proposed 
amendment would eliminate the criterion concerning prior convictions and shift the focus 
more to the present conviction.

The program, described by Mr. O’Donnell as having a "marine drill camp atmosphere," 
includes education, work, counseling, life skills, and team building components. Following 
graduation, participants are in parole status for an amount of time based on the duration of 
the original sentence. Aftercare parole requirements may include components such as 
contacting parole officers, maintaining jobs, and attending counseling sessions.

The Ohio Program —Cuyahoga County

Unlike the boot camp programs in Virginia and Massachusetts, Cuyahoga County’s program 
is for juveniles between the ages of 14 and 17 who have been convicted of felonies and 
sentenced to state institutions for approximately 6 to 12 months. Participants must be 
mentally and pnysically capable and have not been convicted of aggravated murder, murder, 
rape, manslaughter, kidnapping, sexual assault, aggravated arson, criminal enticement, or 
corruption of a minor.

This is a nonvoluntary, 90-day residential program followed by six to nine months o f highly 
structured aftercare. Participants are randomly selected but generally willing to participate. 
Ten are admitted at the beginning of each month, and ten are released at the end of each 
month. The maximum capacity is 30 participants at any given time. To date, 111 youth 
have entered the program. Although discipline is a part of the program’s structure, it is 
based more on the Outward Bound, challenge education model than a military one. 
Furthermore, the program’s substance is primarily treatment for the juvenile and reunification 
with the family and community. Other components include substance abuse education, 
general education, life skills development, and basic job acquisition and retention skills.



The Ohio program began in April of 1992 with a federal grant from the U.S. Justice 
Department for an 18-month project to be evaluated by the National Institute of Justice. 
Recidivism data will not be available until 1994. According to Tim Howard, project 
director, the unusually strong emphasis on the aftercare component should result in low 
recidivism rates.

More detailed information on each of these programs is being sent and will be forwarded 
to you upon arrival. I hope this information is useful. If you have questions, please let me 
know.
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A new breed of correctional facility has evolved out of concerns over L creased drug crime 
and prison overcrowding, and the belief that traditional prisons often fail to rehabilitate offenders. 
In addition, there has been growing public sentiment that offenders be held accountable for their 
crimes and that serious offenders serve longer sentences. This has added to prison crowding and 
motivated state policymakers to search for intermediate sanctions for less-serious offenders.

Boot camps-also known as shock incarceration, special alternative incarceration or 
regimented inmate discipline-are military-style facilities distinguished by reveille, close-order 
drills, marching and demanding physical requirements. Participants are usually young adult 
offenders with no prior incarceration who are serving time for their first non-violent felony 
conviction. Offenders attend a boot camp program for a shorter duration than a standard prison 
sentence, 60 to 180 days depending on the state program, and then ordinarily are released on 
parole for an additional year or more. Boot camps are politically popular because the public sees 
the programs as "tough on crime." Corrections officials of*en like the programs because the 
stringent rules and schedules provide a more controlled environment for offenders than standard 
incarceration.

LEGISLATIVE ACTIVITY
•j

Boot camps for young adult offenders now operate in at least 23 states, and another seven 
states are in the process of setting up boot camp programs.

Oklahoma and Georgia opened the first boot camp programs in 1983. Most states with 
programs have added them just since 1987, and considerable legislative activity has occurred since 
1989. Sixteen states enacted enabling legislation in the 1989 or 1990 sessions: Arkansas, 
Colorado, Connecticut, Illinois, Indiana, Kansas, Missouri, Nevada, New Hampshire, New Mexico, 
Ohio, Tennessee, Texas, Virginia, Wisconsin and Wyoming. Eight states-Alabama, Arizona, 
Florida, Georgia, Louisiana, Michigan, New York and South Carolina-enacted enabling 
legislation berween 1983 and 1989. At least five states -  Idaho, Maryland, Mississippi, North 
Carolina and Oklahoma-operate boot camps under department of corrections regulatory 
authority. At least one county, Los Angeles, is operating a one-year pilot project.(Figure 1)

POLICY CONSIDERATIONS

Prison-bound or probation-bound offenders-
Perhaps the central policy issue to be addressed in considering or expanding boot camp 

programs is whether the program will be usecLto divert prison-bound offenders or as a more 
intensive, punitive form of probation.

In at least 19 states, statutes specify boot camps as an alternative for prison-bound offenders, 
with the intent of providing shorter more intensive terms in a boot camp for some offenders who 
would have served a longer prison term. In most states that statutorily divert prison-bound 
offenders to boot camp, the length of the original sentence is not specified by statute. In states 
that do designate original sentence length for program eligibility, the offender may be trading a 
sentence as short as three years for six months in a boot camp (New York) or a sentence as long as 
15 years for 120 days in a boot camp (Alabama).(Appendix A)

In at least five states, probation-bound offenders are targeted by starute in order to provide 
boot camps as a sentencing option for offenders for whom straight probation was considered too 
lenient. Probation-bound offenders are diverted into the boot camp program by the sentencing 
judge. Both Connecticut and Georgia statutes allow the court to use boot camp as a condition of 
probation, and Arizona uses it as a condition of intensive probation.(Appendix A)
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