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under AS 37.15.583(a), enacted by sec. 2 of this Act, may be commenced and conducted.

* Sec. 14. The provisions of AS 37.15.583(b), enacted by see. 2 of this Act, take effect i
i '

3 only if see. 13 o f this Act receives the two-thirds majority vote of each house required by

4 art. IV, see. 15, Constitution of the State of Alaska.
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IN  T H E  L E G IS LA T U R E  OF T H E  S TA TE  OF A L A S K A

N IN E T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S IO N  

BY THE SF.NATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

In tro d u c e d : t / 8 /%
R c fc i r r d :  C R A . S T A , J U I ) .  F IN

A B IL L

FO R  A N  A C T  E N T IT L E D

1 "A n  Act a u th o r iz in g  the issuance a n d  sale o f revenue  bonds to fu n d  p u b lic

2 w astewater systems, nonpo in t source w ate r p o llu t io n  con tro l pro jects , in c lu d in g

3 so lid  waste m anagem en t systems, and  estuary conservation  an d  m anagem en t

4 pro jects ; a u th o r iz in g  the use o f  the A laska  clean w ate r fu n d  to pay and  secure

5 the bonds  an d  to pay  costs re lated to issuance an d  a d m in , n a t io n  o f  the
t

6 b o n d s ; a u th o r iz in g  certa in  m easures to secure paym en t o f the b o n d s : and

7 a m e n d in g  A la s ka  R u le  o f C iv i l P rocedure 3 ."

8 B E  IT  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9 •  Section 1. P O L IC Y  A N D  PURPOSES. The legislature finds that the expenditures.

10 transfers, and applications o l money, and the use o f the pub lic  credit through the issuance o f

11 revenue bonds, as authorized by this Act. w il l serve a pub lic  purpose by a llo w in g  the

12 fin anc in g  o f needed pub lic  water qua lity  improvements substantially sooner than w ou ld

13 otherwise lie possible.
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* Sec. 2. AS 37.15 is amended by adding new sections to read:

ARTICLE 3A. ALASKA CLEAN WATER FUND BONDS.

See. 37.15.560. BOND AUTHORIZATION, (a) For purposes of providing 

part of die money to be used to provide financial assistance to Alaska municipalities 

and state agencies for the purposes stated in AS 46.03.032(d), including the costs of 

bond issuance and administration, the issuance and sale of revenue bonds of the state 

is authorized. The bonds arc to be issued by the state bond committee, as provided 

in AS 37.15.560 - 37.15.605. as part of the Alaska clean water fund revolving loan 

fund program (AS 46.03.032), a public enterprise of the state. 'Hie net proceeds of the 

sale of the bonds, remaining after any payment of costs of issuance and administration, 

shall be paid into the Alaska clean water fund. Any accrued interest paid on the bonds
Or

shall be paid into the Alaska clean water fund, for transfer to the Alaska clean water 

fund revenue bond redemption fund (AS 37.15.565).

(b) The bonds do not constitute a general obligation of the state. No 

authorization by the voters of the state or the legisl .turc is required.

(c) The state bond committee may enter into agreements with other state 

agencies as necessary or convenient to implement AS 37.15.560 - 37.15.605.

(d) The state bond committee may contract for the services of underwriters, 

paying agents, trustees, bond printers, rating agencies. ’ wd insurance, credit 

enhancement providers, accountants, financial advisors, and bond counsel, and other 

services as arc necessary to accomplish the bond issuance and sale.

Sec. 37.15.565. BOND REDEMPTION FUND, (a) There is established a 

special fund of the state, known as the "Alaska clean water fund revenue bond 

redemption fund," .vhich is a trust fund for paying and securing the payment of the 

principal of and interest and redemption premium, if any, on the bonds and which shall 

be at all times completely segregated and set apart from all other funds of the state. 

The committee, on behalf of the state, may obligate and bind the state to set aside and 

pay ’nto the bond redemption fund, on a monthly or other periodic basis, any part or 

parts of. or all of. or a fixed proportion of. or a fixed amount of the money in the 

Alaska clean water fund (AS 46.03.032) sufficient to pay the principal of and interest 

and redemption premium, if any. on the bonds and. if it considers it necessary, to set

SB 207 2-
Ntv rent vn d o r lln * ! tDELETKO T.XT DKACKETEVI

S1I0207A



(

1 aside and maintain reserves for this purpose. The bond redemption fund shall be

2 drawn upon only for the purpose of paying the principal of and interest and redemption

3 premium, if any, on die bonds, together with related trustee fees, if any.

4 (b) Money in the bond redemption fund may be invested in the same manner

5 and on the same conditions as permitted for investment of money belonging to the

6 ! state or held in the treasury under AS 37.10.070; however, the committee may agree

7 with the bondholders to further limit these investments. Earnings on investments must

8 be retained in the bond redemption fund.

9 (c) Separate accounts may be created in the bond redemption fund for the

10 purposes of paying and securing the bonds. Such accounts may be combined for

11 purposes of investment.
*

12 Sec. 37.15.570. B O N D  TERMS, (a) The bonds may be issued and sold at j

13 public or negotiated sale in the manner, in the amounts or series, and at the time or

14 times that die committee determines. The bonds, or each series of them, shall be sold

15 at the price and upon the terms, conditions, and covenants set by the committee, after

16 considering market conditions. Interest rates may be fixed or variable.

17 (b) The bonds mature at the time or times fixed by the committee. The bonds

18 may be subject to redemption before their fixed maturities, as determined by the

19 committee, with or without a premium or premiums. The bonds may be in

20 denomination; determined by the committee; may be issued in fully or partially

21 registered form; must be payable as to principal and interest at the place or places

22 determined by the committee; must be signed on beha.f of the state in the manner

23 provided by the committee; must be issued under and subject to the terms, conditions.

24 covenants, and protective features safeguarding payment of the bonds and relating to

25 ( the funding of projects as found necessary by the committee, including covenants '

26 requiring the setting aside and maintenance of certain reserves to secure the payment

27 of principal and interest, all under regulations and conditions of the committee.

28 (c) The committee may pledge to the payment of the principal of and interest

29 on bonds issucJ by the committee part or all of the legally available money or other

30 assets on hand in the Alaska clean water fund AS 46.03.032); pan or all of the

31 revenue of the Alaska clean water fund, including federal capitalization grants, the
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proceeds of loan repayments, and interest on money in die fund; the proceeds o f the 

sale o f bonds; and money on hand in the bond redem ption fund. Revenue o f the 

Alaska clean water fund, if so pledged, must be paid into the Alaska clean water fund. 

The committee may provide for the issuance of additional bonds, secured by a pledge 

o f such money and revenue, ranking jun ior to, senior to, or on a parity with, 

outstanding bonds, upon conditions prescribed in the bond resolution. A pledge of 

loan repayments securing bonds may be made applicable to spccitic loans from the 

Alaska clean water fund or, on a pooled basis, to all loan repaym ents received.

(d) If the com mittee finds it reasonably necessary, the com m ittee may select

a trustee or trustees for the holders o f the bonds or any series of them, for the

safeguarding and disbursement o f any of the money in the bond redem ption fund *
created by AS 37.15.565, or for duties with respect tr the enforcement, authentication, t 

delivery, payment, and registration of the bonds as the committee may determine. The 

committee shall fix the rights, duties, powers, and obligations of the trustee or trustees.

(e) In its determination of all matters and questions relating to the issuance and
i

sale o f the bonds and the fixin i f  their maturities, terms, conditions, and covenants 

as provided in (a) * (d) of this section, the decisions of the com m ittee shall be those 

that arc reasonably necessary for the best interests o f the state and its inhabitants and 

that will accomplish the most advantageous sale o f the bonds, with due regard, 

however, for the continued funding under AS 46.03.032 o f the categories of projects 

identified in AS 46.03.032(d). Any such decisions of the com m ittee, as expressed in 

a bond resolution, arc final and are conclusively deem ed to com ply with the 

requirements o f  AS 37.15.560 - 37.15.605 and AS 46.03.032.

(f) A bond resolution may provide that the bonds issued must contain a recital 

that they arc issued under AS 37.15.560 - 37.15.605 and AS 46.03.032, and a bond 

containing this recital is conclusively considered to be valid and to have been issued 

in conform ity with AS 37.15.560 - 37.15.605 and AS 46.03.032.

Sec. 37.15.573. BOND RESOLUTION. The com m ittee shall authorize the I 

issuance of bonds by adopting a resolution and shall prepare all other docum ents and 

proceedings necessary for the issuance, sale, and delivery o f the bonds or any pan  or 

scncs o f them. The bond resolution must fix the principal am ount, denom inations. !
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date, maturities, manner of sale, place or places of payment, rights of redemption, if 

any, terms, form, conditions, and covenants of the bonds or each scries of them. A 

bond resolution may state terms, conditions, amounts, and other limitations on loans 

to be made from the Alaska clean water fund (AS 46.03.032) from the relevant bond 

proceeds.

Sec. 37.15.575. STATE AID INTERCEPT. If a municipality is in default on 

the payment of principal or interest on a loan from the Alaska clean water fund 

(AS 46.03.032), the committee may provide written notice of default to any state 

agency that is the custodian of money that is payable to the municipality. If the 

committee determines to provide notice, a separate written notice shall be given in 

each instance of default. Notwithstanding any other provision of law, at any time after 

receipt of written notice of default, die agency head shall withhold payment of the 

money from the municipality. The agency head shall pay over the withheld money to 

the committee for deposit in the Alaska clean water fund for the purpose of paying or 

securing the principal and interest on the loan.

Sec. 37.15.580. PLEDGE OF THE STATE. The state pledges to and agrees 

with the holders of bonds issued by the committee under AS 37.15.560 - 37.15.605 

and AS 46.03.032 that die state wiil not limit or alter the rights and powers vested in 

the committee by AS 37. L .560 - 37.15.605 and AS 46.03.032 to fulfill the terms of 

any contract made by the committee with the holders, or in any way impair the rights 

and remedies of die holders until die principal amount of the bonds, together with the 

inter*. on them with interest on unpaid installments of interest, are fully met and 

discharged. The committee may include this pledge and agreement of the state in a 

contract with the holders.

Sec. 37.15.583. ENFORCEMENT BY BONDOWNER. (a) The owner -  

owners of not less than 10 percent of the aggregate principal amount of any scries or 

issue of bonds or the trustee for die owners of the bonds or any scries of them ma\, 

by appropriate proceedings in state court, require and compel die transfer, setting asidi. 

and payment of money and the enforcement of all of the terms, conditions, and 

covenants as required and provided in AS 37.15.560 • 37.15.605. AS 46.03.032, and 

the bond resolution.
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(b) A proceeding under (a) of this section may be commenced and conducted 

only in die Superior Court for the State of Alaska, First Judicial District at Juneau.

Sec. 37.15.585. AMOUNTS REQUIRED FOR PAYMENTS. The committee 

shall, before June 30 of each year or from time to time within the year, as appropriate, 

commencing with the year in which the bonds arc issued, certify to the commissioners 

of revenue and environmental conservation the amounts required in the next ensuing 

fiscal year by the bond resolution or resolutions to be paid out of the Alaska clean 

water fund into the bond redemption fund and to be paid into and maintained in any 

reserve fund or account or any other fund or account created by the bond resolution 

or resolutions, and shall also certify to the commissioners the last date or dates upon 

which payments may be made.

Sec. 37.15^587. PURPOSES AND SUFFICIENCY OF REVENUE. The 

proceeds of bonds may be used for the purposes described in AS *16.03.032(d). Bonds 

may not be issued unless the committee First finds that revenue to be derived from 

repayment of loans from the Alaska clean water fund will be sufficient, together with 

other available money, to comply with all the covenants of the bond resolutions.

Sec. 37.15.590. REFUNDING, (a) The committee may refund the bonds or 

any part of them at or before their maturities or redemption dates by the issuance of 

refunding revenue bonds of the state, if in the opinion of the committee, refunding is 

advantageous to and in the best interests of the state and its inhabitants.

(b) The issuance of refunding bonds need not be authorized by the voters of 

the state or by an act of the legislature. The committee shall adopt the resolution or 

resolutions and prepare all other documents and proceedings necessary for the 

issuance, exchange or sale, and delivery of the refunding. All provisions of 

AS 37.15.560 * 37.15.605 and AS 46.03.032 applicable to revenue bonds arc applicable 

to the refunding bonds and to the issuance, sale, or exchange of them, except as 

otherwise provided in this section.

(y) Refunding bonds may be issued in a principal amount sufficient to provide 

money for the advance or current refunding of all bonds to be refunded and interest 

on the refunded bonds and. in addition, for the payment of all costs of issuance and 

administration ot die refunding bonds. These expenses also include the difference in

SB 207 *6*
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amount between the par value of the refunding bonds and any amount less than par for 

which the refunding bonds arc sold; the premium, if any, necessary to be paid in order 

to call or retire the outstanding bonds and the interest accruing on them to date of the 

call or retirement; and other such costs. The committee is authorized to incur such 

expenses.

(d) The committee may contract with a refunding trustee to hold the proceeds 

of refunding bonds in trust until the proceeds, together with earnings on the proceeds, 

arc applied to pay the principal of, premium, if any, and interest on the bonds to be 

refunded. Until the refunding bond proceeds arc applied, the proceeds may be invested 

in direct obligations of, or obligations guaranteed by, the United States or any agency 

or corporation of the United States whose obligations constitute direct obligations of, 

or obligations guaranteed by, the United States.

Sec. 37.15.595. BONDS AS LEGAL INVESTMENTS. The bonds arc legal 

investments for ail banks, trust companies, savings banks, savings and loan 

associations, and other persons carrying on a banking business, all insurance companies
I

and other persons carrying on an insurance business, and all executors, administrators, 

trustees, and other fiduciaries. The bonds may be accepted as security for deposits of

all money of the state and its political subdivisions. ___

Sec. 37.15.600. STATUTORY CONSTRUCTION. AS 37.15.560 - 37.15.605 

shall be liberally construed in order to cam' out the purposes for which they were 

enacted.

Sec. 37.15.603. REGULATIONS. The committee may adopt regulations 

necessary to implement the provisions of AS 37.15.560 - 37.15.605.

Sec. 37.15.605. DEFINITIONS. In AS 37.15.560 - 37.15.605,

(1) 'bond redemption fund” means the Alaska clean water fund revenue 

bond redemption fund established in AS 37.15.565;

(2) "bond resolution” means the resolution or resolutions adopted by 

the committee under AS 37.15.573 authorizing the issuance of bonds;

(3) "bonds" means the Alaska clean water fund revenue bonds 

authonzed in AS 37.15.560 * 37.15.605;

(4) “commissioner of revenue" means the principal executive officer

SB0207A -7.
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of the Department o f Revenue as provided in AS 44.25.010, or a successor;

(5) "commissioner of environmental conservation" means the principal 

executive officer of the Department of Environmental Conservation as provided in 

AS 44.46.010, or a successor;

(6) "committee" means the state bond com m ittee created in 

AS 37.15.110 or any other com mittee, body, department, or officer of the state that 

succeeds to the rights, powers, duties, and obligations o f the state bond com m ittee by 

lawful act of the legislature;

(7) "costs of issuance and administration" means all costs associated 

with issuance and administration of Alaska clean water fund revenue bonds and 

refunding bonds, including costs o f bond printing, official statem ents, financial 

advisors, travel costs, rating agencies, bond insurance, letters o f credit for credit 

enhancement, underwriters, legal services, paying agents, bond registrars, bond and 

escrow  trustees, arbitrage rebate, and all other costs, including adm inistrative costs, 

both direct and indirect.

• Sec. 3. AS 46.03.032(a) is amended to read:

(a) There is established as a separate fund the Alaska clean water fund, which 

is distinct from any other money or fund in the treasury, and which consists o f money 

appropriated by the legislature to meet federal matching requirem ents, federal 

capitalization grants, loan repayments, interest received from loan repaym ents, [ANDJ 

interest received from investment of money in the A laska  clean w ater fund, a n d  the 

proceeds and  accrued interest received from  the sale o f  revenue bonds  issued 

u n d e r  AS 37.15.560 • 37.15.605 and  securer! hv the A la ska  c lean  w a te r fu n d . 

Separate accounts m av  he created in  the A laska clean w ate r fu n d . Such accounts 

m av  be com b ined  fo r purposes o f inves t s m t .

• Sec. 4. AS 46.03.032(b) is amended to read;

jjb) The  p rov is io ns  o f th is section sha ll be l ib e ra l ly  construed  in  o rd e r  to 

ca r r y  nut the purposes fo r  w h ich  thcv were enacted, j The department -.hall 

adm in ister the A laska clean water fund consistent w ith  the re qu irem en ts  o f  this 

S K l ig lL M H U S . P , 27-15 ,605 .

• Sec. 5. AS 46.03.032(c) is amended to read:

SB 207 -8- SB0207A
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1 (c) The department may accept and make use of all capitalization grants 

provided by the federal government under 33 U.S.C. 1251 - 1387 (the federal Clean 

Water Act), as amended [BY P.L. 100-4].

* Sec. 6. AS 46.03.032(d) is repealed and reenacted to read:

(d) Except as otherwise limited by federal law, the Alaska clean water fund 

may be used

(1) for the following categories of projects:

(A) planning, designing, building, constructing, and 

rehabilitating a public wastewater collection, treatment, or discharge system;

(B) implementing a management program for controlling water

pollution from nonpoint sources under 33 U.S C, 1329, including planning, 
>

designing, building, constructing, and rehabilitating a solid waste management 

svstem; anda ’

(C) developing and implementing an estuary conservation and 

management program under 33 U.S.C. 1330;

(2) to provide the following types of financial assistance for the 

categories of projects listed in (I) of this subsection:

(A) making loans to municipalities and state agencies;

(B) buying or refinancing the debt obligations of a municipality 

or state agency;

(C) providing collateral security for or purchasing insurance for 

a municipal or state agency debt obligation: and

(3) to pay and secure the payment of the principal of and interest on

revenue bonds issued by the state and to pay the costs of issuance and administration

of the bonds, so long as the proceeds of the bond sale arc deposited in the Alaska 

clean water fund.

•  See. 7. AS 46.03.032(f) is repealed and reenacted to read:

(f) The department

(I) may spend money trom the Alaska clean water fund to pay

(A) the costs of administering the fund; and

<B) the costs of the department in conducting activities under I

SB0207A SB 207
Tr.rt V nda rllrw d  [DELETED TEXT BRACKETED!



r

this section and AS 37.15.560 - 37.15.605, including the costs of issuance and 

administration as defined in AS 37.15.605;

(2) shall spend money from the Alaska clean water fund to pay

(A) into the bond redemption fund (AS 37.15.565), and into any 

other bond redemption fund or account created by a relevant bond resolution, 

the amount certified by the state bond com mittee under AS 37.15.585; and

(B) (he costs of the state bond committee in conducting activities 

under this section and AS 37.15.560 - 37.15.605. including the costs of 

issuance and administration as defined in AS 37.15.605.

* Sec. 8. AS <16.03.032(g) is amended to read:

(g) A municipality o r state agency wishing to borrow money from the Alaska 
*

clean water fund shall demonstrate to the satisfaction o f the department that it [THE 

M UNICIPALITY]

(1) has sufficient legal authority to incur the debt for which it is

applying; and

(2) will establish and maintain a dedicated source o f revenue or other j 

acceptable revenue source for repayment of the loan a n d  sufficient reserves fo r the 

loan  as m av be necessary .

* Sec. 9. AS 46.03.032(j) is amended to '■cad:

(j) Except as necessary to coninlv with the covenants of a bond reso lu tion  

u n d e r  AS 37.15.573. a [A] loan made by the departm ent shall be made according to 

the standards, criteria, and procedures established by regulations under this section.

A loan m ade from  the Alaska clean w ate r fund m av he sub ject to the s ta te  aid 

in te rcep t provisions o f AS 37.15.575. Except as necessary  to com ply with the 

covenants of a bond resolution un d er AS 37.15.573. in [IN] making a loan from the 

Alaska clean water fund fo» a solid waste management svstem  [FACILITY], the 

departm ent shall give priority to a project that will alleviate severe health or 

environm ental concerns in the community or region proposing the svstem  

[FAC”  ITY]. In addition, the department may consider

(1) the extent of local or regional support for the proposed svstem  

[FACILITY]; and

SB 207 -10- SB0207A
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(2) the extent to which the applicant can demonstrate that the full range 

o f solid waste management options has been reasonably considered and that the 

proposed system [ F A C I L I T Y ]  is consistent with the promotion o f the solid and 

hazardous waste management practices established in A S  46.06.021 (IN  T H E  

F O L L O W IN G  O R D E R  O F  P R IO R IT Y :

(A )  W A S T E  S O U R C E  R E D U C T IO N ;

(B )  R E C Y C L I N G  O F  W A S T E ;

( C )  W A S T E  T R E A T M E N T ;  A N D

(D ) W A S T E  D IS P O S A L ].

* Sec. 10. A S  46.03.032(k) is amended to read:

(k) The  department shall prepare reports required by the federal government
. *■

in conjunction with federal capitalization grant award conditions. T h e  departm ent 

shall also prepare reports and notices, including notices o f default, required hv 

the state bond com m ittee in con jun ction  with bonds issued under A S  37.15.560 -

37.15.605. Th e  department shall also prepare a biennial report on the Alaska clean 

water fund and notify the legislature that it is available on or before the first day of 

each first regular session o f the legislature.

* Sec. 11. A S  46.03.032(o) is amended to read:

(o ) In this section.

(1) "solid waste management svstem  [F A C IL I T Y ]"  includes capital 

improvements and equipment used for the purpose o f solid and hazardous waste source 

reduction, recycling, treatment, or disposal;

(2) "state agency" means a department, authority, public 

corporation, instrumentality, or other administrative unit of the executive branch 

of state government.

* See. 12. A S  46.03.032 is amended by adding a new subsection to read:

(p) Regulations adopted by the department under this section that would affect 

issuance or repayment o f revenue bonds under A S  37.15.560 - 37.15.605 may not be 

inconsistent with those statutes or with regulations adopted by die state bond 

committee under those statutes. T o  the extent that regulations adopted by the 

department arc inconsistent with A S  37.15.560 * A S  37.15.605. with regulations

iI10207A •II*
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adopted by the state bond committee under those statutes, or with the covenants of a 

bond resolution adopted under AS 37.15.573, the provisions o f AS 37.15.560 -

37.15.605, the regulations adopted under those statutes, and the covenants of the bond 

resolution govern.

* Sec. 13. The provisions of AS 37.15.583(b), enacted by sec. 2 of this Act, have the effect 

of changing Alaska Rule o f Civil Procedure 3 by limiting, to the Superior Court for the Stale 

of A laska, First Judicial District at Tuneau, the venue district in which a proceeding under 

AS 3 7 .15.583(a), enacted by sec. 2 of this Act, may be com m enced and conducted.

* See. 14. The provisions of AS 37.15.583(b), enacted by sec. 2 of this Act, take effect 

only if tin t subsection receives the two-th’rds majority vote of each house required by an. IV, 

sec. 15, C m stitution of the State of Alaska.
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Tony Knowles

governor
P.O. Box 110001 

Juneau, Alaakjj 99811-0001 
(90TT) 465-3500 

Fax (007) 465-3532

S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR 

JUiNEAU

January  8. 1996

T he H onorab le  D rue P earce 
P resident o f  the Senate  
A laska S tate  L eg isla tu re  
State C apito l 
Juneau , A K  99801-1182

D ear P residen t Pearce:

U nder the au thority  o f  art. III. sec. 18, o f  the A laska C onstitu tion , I am  tran sm ittin g  a 
bill to  au thorize  the sta te  bond  com m ittee to issue and sell sta te  revenue bonds to fund 
public  w astew ate r trea tm en t system s, solid  w aste  m anagem ent system s, n o npo in t source 
w ater po llu tion  con tro l p ro jec ts , and estuary  conservation  and m anagem ent p ro jec ts. 
T his bill a lso  au thorizes the  D epartm en t o f  E nvironm ental C onservation  to  use the 
A laska clean  w ate r fund, a revo lv ing  loan fund, as security  for the p aym en t o f  the 
p rincipal and  in terest on th e  bonds, p rov ided  the bond proceeds arc d ep o sited  in the 
fund. By using  the  fund as security  for the bonds, the sta te  w ill be ab le  to  leverage or 
increase the am oun t o f  m oney  in the fund that is availab le  to m un ic ipa lities  and sta te  
agencies for w a te r  po llu tion  contro l pro jects.

Section  2 o f  the bill p rov ides the  legal fram ew ork for the  bond issuance and  sale. T h is 
section  is pa tterned  a fte r th e  in ternational a irports revenue bonds sta tu tes, and 
estab lishes a  coopera tive  re la tionsh ip  betw een D EC, w hich  adm in iste rs the  A laska 
clean  w ater fund, and the sta te  bond com m ittee, w hich w ill adm in iste r th e  bond 
program . T h e  bill requ ires  the state bond com m ittee  to  conduct its ac tiv ities  in the 
best in terests  o f  the  state and  its inhab itan ts, in a  m anner that w ill acco m p lish  the m ost 
advan tageous sa le  o f  the bonds, w ith due regard  for the con tinued  fund ing  o f  p ro jec ts  
under d ie  A laska c lean  w a te r fund program .

SPOHSOK STATF-MEWT
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Sections 3-12 o f  the bill am end the clean  w a te r fund loan p rogram  to  c la rify  the 
statu te . It au thorizes D EC to use the fund to secure  s ta te -issu ed  bonds and  to m ake 
o th e r am endm ents  necessary  to acknow ledge  the b o nd -issuance  and rep ay m en t process.

I urge you r prom pt considera tion  and passage  o f  th is bill.

The Honorable Drue Pearce
January 8, 1996
Page 2

S incere ly ,

U o v em o r
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T O N Y  K N O W L E S , G O V E R N O R

Phone: '165-5066 
Fax: 465-5070410 Willoughby Avenue 

Juneau, Alaska 99801-1795

February 21,1996

The Honorable Bert Sharp, Chairman 
Senate Committee on State Affairs 
Alaska State Legislature 
Juneau, Alaska 99801

S U B J E C T : Request for hearing on Senate Bill 207
(As amcnotd by Senate Community & Regional Affairs Committee)

Dear Senator Sharp:

The Governor’s Office and the Department of Environmental Conservation request that 
public hearings be scheduled for Senate Bill 207, as amended. This bill is important for 
Alaskans for many reasons. It affords a way for our communities to obtain low-cost financing 
for their water pollution projects far into the future. This proposal will accomplish this goal 
without any significant general funding required ar I in fact, at some point in the future, could 
eliminate the need for legislative appropriations. Alaskan communities are simultaneously faced 
with many federal regulatory burdens and diminishing financial resources. It is important that we 
provide them with financed tools to deal with the many problems that they encounter. This bill 
would provide one of these financial tools.

W e have attached a short analysis of the bill for your convenience in understanding the 
intent o f the Legislation. At this tune, the Alaska Clean Water Fund has the required collateral to 
support the proposed revenue bond leveraging plan. If legislation is enacted this session, 
adequate collateral would remain to ensure a large enough bond issue to meet anticipated 
demand Delay in enacting this legislation will reduce the program’s effectiveness in meeting 
our water pollution capital oroject needs. For this reason, wr ask that the hearings be scheduled 
as soon as possible. If yo' wish to discuss this legislation, please call Keith Kelton at 465-5135. 
Thank you for your consideration.

Sincerely,

Michele Brown 
Commissioner

MBMCKTp mi
Enclosure: Rill Analysis
cc: Pat Pourchot. Office o f the Governor
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D E P A R T M E N T  O F  E N V IR O N M E N T A L  C O N S E R V A T IO N  B I L L  S U M M A R Y

This bill will authorize the State Bond Committee to issue and sell State revenue bonds to fll
provide funds for the Deportment o f  Environmental Conservation (D E C )  to offer low-intcrcst
loans to municipalities. The municipalities would use these funds to finance the construction o f t
public wastewater treatment systems, solid waste management systems, nonpoint source water I
pollution control projects and estuaiy conservation and management projects. D E C  already j-j
operates the Alaska clean water fund, a revolving loan program that is funded by federal grants J
and State appropriations. The demand for these subsidized loans has been growing with the '
increase in federal requirements placed upon the local communities and the concurrent reduction
in State revenues in the last few years. It is estimated that the demand for loans will exhaust the I
available supply o f funds by the sunm cr o f  1998. 1

One solution to this problem is to leverage the Alaska clean water fund, that is. to increase the
amount o f money available to finance water pollution control projects by using the fund as '
collateral to secure Stare-issued revenue bonds. Programs similar to this proposal are currently
in place in 21 states. Communities collect user fees for their sewerage and solid waste projects to
provide the money to make their annual loan payments to the Department. Under this leveraging
concept, the annual loan repayments would be used to pay back the bond investors. Nationwide.
in the six years o f operanon o f the clean water loon ftinds, there has never been a loan default. •
With such an excellent repayment history', the program risk is very small. A  sizable corpus o f  
money in the fund would provide extra security for the bonds and would also result in lower 8
program costs which could be passed onto the municipalities. I f  this bill could be enacted this 
session, an adequate amount would be available in the corpus to accomplish this. Delays in , 
passage will reduce the amount available to leverage and minimize the effectiveness of the 
legislation.

This type o f  bond sales program has been previously authonzed to the State bond committee. In 
fact, this legislation is patterned after the statute created for the International Airport bond sales 
done by the committee for the Department o f Transportation. The  Sure bond committee has the 
expertise to properly conduct a bond sales issue. D E C  has the expertise to properly run the clean 
water rund program. This legislation provides a simple, efficient method to assist the 
incorporated communities o f  the State by ensuring that low-cost loans for essential projects will 
be available well into the ftimre, while reducing the demand for general-funded capital projects
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1 is s u e  b o n d s

2  a n n u a l  b o n d  p a y m e n t s



LEVERAGING THE CLEAN WATER FUND

The upper part of the accompanying chart demonstrates how the Alaska Clean Water 
Fund (ACWF) currently operates:

Federal capitalization grants State appropriations 120% o f  federal gram amount) arc 
deposited into the ACW F.

ADFC administers the ACWF. providing loans to rund sanitation projects.

Repayment o f  loan principal and interest is deposited into the ACWF to provide the oasis 
for funding more com m unity projects.

Department o f  Revenue maintains the ACW F account and invests the unobligated 
balance, with the earnings also deposited into the ACWF

The bottom portion of the chart illustrates the effects of leveraging on management of the 
ACWF:

The ACWF balance will be pledged .is collateral for revenue tonds. Cos ts o f bond 
issuance arc moved from the ACWF to the Bond Redemption Fund 3RF

The BRF will pass these funds to the State Bond Com m ittee SBC) who wiil then issue 
the bonds and sell them to investors.

Bond proceeds from investors will be Jcpositea r.to the ACW F T ie  p re .reds  w ill fund 
additional loans for projects. The loan repayments will produce the eor.d p rn c tp ie  and 
interest payments.

The SBC and the Trustee will make bond pnncipic and interest payments hem  the 
ACW F and the BRF
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DEPARTMENT OF ENVIRONMENTAL CONSERVATION B ILL  SUMMARY

This bill w ill authorize the Slate Bond Committee to issue and sell State revenue bonds to 
provide funds for the Department o f  Environmental Conservation (DEC ) to o ffe r low-intcrest 
loans to municipalities. The municipalities would use these funds to finance the construction o f  
public wastewater treatment systems, solid waste management systems, nonpoint source water 
pollution control projects and estuary conservation and management projects. DEC already 
operates the Alaska clean water fund, a revolving loan program that is funded by federal grants 
and Slate appropriations. The demand for these subsidized loans has been growing with the 
increase in federal requirements placed upon the local communities and the concurrent reduction 
in State revenues in the last few years. It is estimated that the demand for loans w ill exhaust the 
available supply o f  funds by the summer o f  !9 ‘>s.

One solution to this problem is to leverage the Alaska clean water fund, that is. to increase the 
amount o f  money available to finance water pollution control projects by using the fund as 
collateral to secure State-issued revenue bonds. Programs sim ilar to this proposal arc currently 
in place in 21 states. Communities collect user fees for their sewerage and solid waste projects to 
provide the money to make their annual loan payments to the Department. Under this leveraging 
concept, the annual loan repayments would be used to pay back the bond investors. Nationwide, 
in the six years o f  operation o f  the clean watc* loan funds, there has never been a loan default. 
With such an excellent repayment history, the program risk is very small. A sizable corpus o f  
money m the fund would provide extra security fo r the bonds and would also result in lower 
program costs which could be passed onto the municipalities. I f  this bill could be enacted this 
session, an adequate amount would be available m the corpus to accomplish this. Delays in 
passage w ill reduce the amount available to leverage and minimize the effectiveness o f  the 
legislation.

rin s type o f  bond sales program has been previously authonzed to the State bond committee. In 
fact, this legislation is patterned after the statute created for the International Airport bond sales 
done by the committee for the Department o f  Transportation The State bond committee has the 
expertise to properly conduct a bond sales issue. DEC has the expertise to properly run the clean 
water fund program Tins legislation provides a simple, efficient method to assist the 
incorporated communities o f  the State by ensunng that low-cost loans for essential projects will 
be available well into the future, while reducing the demand fo r gcncral-tundcd capital projects.



LOAN SPECIFIC INFORMATION

Community Project Agreement Interest Amortization
Snrvad Project Name Number Loan Amount Dale Rale Period

mado during FY 90
Anchorage tag lo  Mivur 127011 $7,759,380 10/31/89 4 65% 20 yoars
Homor STP <109011 $4,750,000 9/5/89 4 80% 20 yours
Kuchomuk City STP 451011 $450,000 7/25/89 4.54% 20 years

niado during FY 91
Anchorago Campbell Crook 12702 $2,238,607 12/17/90 4.84% 20 yeais
Nomu STP 527011 $788,421 4/19/91 4 56% 20 yoars
mado during FY 92
Anchorago Eaglo itivor Inc. 127011 $3,000,000 9/6/91 4 65% 20 years
Cordova Sowor Moltab 251011 $735,310 9/24/91 4 42% 20 years
Anchorago Campbell Crouk II 127031 $453,141 6/30/92 4.31% 20 yoars
Nomu Icy Viow 627021 $2,000,000 G/30/82 4 31% 20 yours
Seward Lowell Point 769011 $924,000 6/30/92 4 31% 20 yoars
mado during FY 93
SuwauJ Dairy Mill 769021 $10,000 11/23/92 4.75% 20 yoars
Junuau Uoll Pross 445 0 I I $255,501 10/9/92 4 64% 15 yoars
Juneau back Loop Sowor 415021 $1,620,500 2/2/93 •1 56% 10 yoars
Anchorago Pi Woronzol 127041 $2,443,128 4/26/93 4 24% 20 yeatc
Juneau Channel Drive 445031 $536,000 6/7/93 4 23% 10 years
made during FY 94
Silku l&l 763011 $2,000,000 8/17/93 4 04% 20 years
Junoau Goal Mill 445041 $166,000 12/23/93 4 05% 10 yeais
bnslol [Jay 1 oadui Crook 183011 $2,235,321 3/1/9 1 4 11% 20 years

mado during FY 95
Craig Wasluwulut 265011 $1,000,000 9/14/91 4 45% 20 years
Anclioiago Itugiunul 1 undlill 127051 $10,062,000 12/2/94 4 74% <20 yoars
Anclioragu Gird wood Wasluwulut 12/061 $2,500,000 4/24/95 4 17% 20 yuats
mudo duiint FY 96
Nomu Solid Waste 627031 $2,000,000 7/19/95 3 99% 20 yoars
Anchorago Eagle M i v u i  H I) 12/0/1 $2,500,000 10/30/95 3 86% 20 yoars
Anclioragu Miscellaneous Piojoulu I2 /0U I $3,015,000 1/12/96 3 74% 20 yoars



M unicipa lity

A la s k a  C le a n  W a t e r  F u n d  
P r o je c t  L is t
Ju ly 6 , 1 DOB

P ro je c t T itle S c o re Am ount C um u la tive
P ro jec ts to he Funded from Existing EPA Capitalization Grant

Statew ide 
Anchorago 
Vakutal 
Bristol Bay 
K lawock

Planning and Design 
Merrill Field L eacha le  C o llo d ion  System  
W astewater Treatment P lant 05  
King Sa lm on , Phase  II 67  
STP  Upgrade and Ini. 46

$ 6 1 4 ,2 0 7
$ 4 ,0 7 5 ,0 0 0

$ 2 0 0 ,0 0 0
$ 4 ,7 6 9 ,4 1 3
$ 1 ,5 0 0 ,0 0 0

$ 6 1 4 ,2 0 7
$ 5 ,4 8 9 ,2 0 7
$ 5 ,6 0 9 ,2 0 7

$ 1 0 ,4 5 8 ,7 0 0
$ 1 1 ,9 5 8 ,7 0 0

M un ic ipa lity

A la s k a  C le a n  W a t e r  F u n d  
P r o je c t  L is t
July 6 , 1995

P ro je c t T itle  S c o re Am ount Cum u la tive
P ro jec ts  Seeking Funding from FFY 96 /97  Capitalization Grant

DEC
Juneau
Kodiak
Bristol Bay Borough 
Horner
Bristol B ay  Borough 
Anchorage

Administrative C osts
Goat Hill Sowor P hase  II 73 
W astew ater Treatment Plant Pro ject 70 
Borough Landlill Expansion 69 
East T runk-STP  to I ake Street 67  
King Sa lm on  Sewer P h a se  III 67  
Middle Fish C reek  Trunk 65

$ 5 7 8 ,2 4 0
$ 7 7 0 ,0 0 0

$ 4 ,0 0 0 ,5 0 0
$ 2 0 5 ,0 0 0
$ 6 2 6 ,0 0 0

$ 1 ,5 7 6 ,2 6 5
$ 3 ,0 0 0 ,0 0 0

$ 5 7 0 ,2 4 0
$ 1 ,3 4 0 ,2 4 0
$ 6 ,2 2 8 ,7 4 0
$ 6 ,5 1 3 ,7 4 0
$ 7 ,1 3 9 ,7 4 0
$0 ,7 1 6 ,0 0 5

$ 1 1 ,7 1 6 ,0 0 5



A la s k a  C le a n  W a t e r  F u n d  
P r o je c t  P la n n in g  L is t

July 6, 1995

M un ic ipa lity P ro je c t T itle S c o re Am ount C um u la tive

Craig W astow ater P lant Reconstruction 66 $ 4 ,0 0 0 ,0 0 0 $ 4 ,0 0 0 ,0 0 0
Una laska So lid  W aste  Facility, P hase  1 66 $ 3 ,5 0 0 ,0 0 0 $ 7 ,5 0 0 ,0 0 0
Anchorago C -5 -7  Trunk R&R 65 $ 3 ,0 0 0 ,0 0 0 $ 1 0 ,5 0 0 ,0 0 0
Nomo Joint Utility W ooden  U lilidor Upgrade 63 $ 2 ,0 0 0 ,0 0 0 $ 1 2 ,5 0 0 ,0 0 0
Valdez Hobo Hivor Subdivision Sew er Interceptor 54 $ 5 ,0 2 4 ,9 0 0 $ 1 7 ,5 2 4 ,9 0 0
Petersburg Scow  Bay Sewer Extension, F inal Phase 54 $ 2 ,0 6 4 ,0 0 0 $ 1 9 ,5 8 0 ,9 0 0
Pe le rsbu ry S ludge De-watering Facility 53 $ 1 ,1 1 5 ,0 0 0 $ 2 0 ,7 0 3 ,9 0 0
Fairbanks W aslew ate r S ludge D isposa l 47 $ 9 ,5 0 0 ,0 0 0 $ 3 0 ,2 0 3 ,9 0 0
Noilh S lope Anakluvuk P a s s  Sow er 47 $ 3 ,0 0 0 ,0 0 0 $ 3 3 ,2 0 3 ,9 0 0
Noilh  S lope Point 1 lo p e  Sow or Pro ject 47 $ 3 ,0 0 0 ,0 0 0 $ 3 6 ,2 0 3 ,9 0 0
North S lope Point Lay Sew er P ro ject 47 $ 3 ,0 0 0 ,0 0 0 $ 3 9 ,2 0 3 ,9 0 0
North S lope Wainw righl Sowor Pro ject 47 $ 3 ,0 0 0 ,0 0 0 $ 4 2 ,2 0 3 ,9 0 0
Fairbanks Ft. Wainwiight Interceptor Rehabilitation 47 $ 6 0 0 ,0 0 0 $ 4 3 ,0 0 3 ,9 0 0
Unalaska W astowater Secondary  Treatment 46 $ 9 ,0 0 0 ,0 0 0 $ 5 2 ,0 0 3 ,9 0 0
Unalaska P iim ary W astewater Treatment Facility 46 $ 7 ,5 0 0 ,0 0 0 $ 5 9 ,5 0 3 ,9 0 0
Anchorago Pi. W o ron zo f Incinerator 42 $ 6 ,0 0 0 ,0 0 0 $ 6 5 ,5 0 3 ,9 0 0
Dillingham Northeastern Townsile Sewer 37 $ 8 9 8 ,9 7 6 $ 6 6 ,4 0 2 ,8 7 6
Dillingham Area 5 P h a se  1 & II 3 7 $ 1 ,3 9 0 ,5 0 5 $67 ,7 93 ,301
Dillingham Area 4 P h a se  1 &II 34 $ 2 ,0  I t , 2 8 0 $69 ,8 04 ,6 61
Sand Pom l Maihor Sew er Extension 34 $ 30 0 ,0 0 0 $ 70 ,1 04 ,6 61
Fairbanks Van Morn & South Cushm an Sewer 33 $ 9 0 0 ,0 0 0 $71 ,0 04 ,6 61
North Po lo Highway Park/B adger-Hu rs l Sower 29 $ 2 ,0 5 0 ,0 0 0 $ 73 ,8 54 ,6 61
Fairbanks International Indiistnal Ave. Sow er, Ext. 29 $ 8 5 0 ,0 0 0 $ 74 ,7 04 ,6 61
Fairbanks E M. J on e s  Suwer Extension , P h a so  1 29 $ 2 ,6 0 0 ,0 0 0 $77 ,3 04 ,6 61
Fairbanks Industrial P a ik  Sow er Ext 29 $ 0 5 0 ,0 0 0 $ 78 ,1 54 ,661



J a n u a r y  2 3 ,  1 9 9 6

S E C T IO N A L  A N A L Y S I S

SENATE B IL L  207
HOUSE B IL L  401

I n t r o d u c t i o n

S e n a te  B i l l  207  ( t h e  b i l l )  a nd  i t s  c o u n t e r p a r t ,  House 
B i l l  4 0 1 ,  w i l l  a u t h o r i s e  t h e  s t a t e  bond  c o m m it te e  ( c o m m i t t e e ) , 
w h ic h  c o n s i s t s  o f  t h e  c o m m is s io n e r s  o f  t h e  D e p a r tm e n ts  o f 
A d m i n i s t r a t i o n ,  Commerce a n d  E c o n o m ic  D e v e lo p m e n t ,  and  R e ve n u e , 
t o  i s s u e  and  s e l l  s t a t e  re v e n u e  b o n d s  t o  fu n d  p u b l i c  w a s t e w a t e r 
t r e a t m e n t  s y s te m s ,  s o l i d  w a s te  m anagem ent s y s te m s ,  n o n p o i n t 
s o u r c e  w a t e r  p o l l u t i o n  p r o j e c t s ,  a n d  e s t u a r y  c o n s e r v a t i o n  
m anagement p r o j e c t s .  The b i l l  a u t h o r i z e s  t h e  D e p a r tm e n t  o f 
E n v i r o n m e n t a l  C o n s e r v a t i o n  (DEC) t o  use  t h e  A la s k a  c l e a n  w a t e r 
f u n d  ( f u n d ) ,  a r e v o l v i n g  lo a n  f u n d ,  as s e c u r i t y  f o r  t h e  p a y m e n t 
o f  t h e  p r i n c i p a l  and  i n t e r e s t  o n  t h e  b o n d s ,  p r o v id e d  t h e  b o n d 
p ro c e e d s  a r e  d e p o s i t e d  i n  t h e  f u n d .

The A la s k a  c l e a n  w a t e r  f u n d  a n d  t h e  p ro p o s e d  b o n d 
p ro g ra m  a r e  d e s ig n e d  t o  c o m p ly  w i t h  re q u  . r e m e n ts  f o r  
p a r t i c i p a t i o n  i n  a f e d e r a l  m a t c h in g  g r a n t  p ro g ra m  u n d e r  t h e  C le a n 
W a te r  A c t  a n d ,  t h e r e f o r e ,  do  n o t  p r e s e n t  a n y  p ro b le m  u n d e r  t n e  
d e d i c a t e d  fu n d s  p r o h i b i t i o n  o f  t h e  S t a t e  C o n s t i t u t i o n .

By u s in g  t h e  A la s k a  c l e a n  w a t e r  fu n d  as  s e c u r i t y  f o r  
t h e  b o n d s ,  t h e  s t a t e  w i l l  be a b l e  t o  l e v e r a g e  o r  i n c r e a s e  t h e  
am ount o f  money i n  t h e  fu n d  t h a t  i s  a v a i l a b l e  t o  m u n i c i p a l i t i e s  
and s t a t e  a g e n c ie s  f o r  w a t e r  p o l l u t i o n  c o n t r o l  p r o j e c t s .

S e c t i o n  1 . S e c t i o n  I  o f  t h e  b i l l  r e c o g n i z e s  t h a t  t h e  p r o p o s e d 
bond  p ro g ra m  i s  an a p p r o p r i a t e  u se  o f  t h e  p u b l i c  c r e d i t ,  a n d  t h a t 
i t  w i l l  s e r v e  a p u b l i c  p u r p o s e  b y  a l l o w i n g  p u b l i c  w a t e r  p o l l u t i o n  
c o n t r o l  p r o j e c t s  t o  be f i n a n c e d  and c o n s t r u c t e d  much s o o n e r  t h a n  
w o u ld  o t h e r w i s e  be  p o s s i b l e .  T h i s  s t a t e m e n t  o f  t h e  p o l i c i e s  and 
p u r p o s e s  u n d e r l y i n g  t h e  b i l l  w i l l  a l s o  r e f l e c t  t h e  l e g i s l a t u r e ' s

I



i n t e n t :  t h a t  t h e  b o n d s  t o  b e  i s s u e d  a r e  r e v e n u e  b o n d s .

g g g - t l s n _ 2 . .

T h is  s e c t i o n  o f  t h e  b i l l  w i l l  c r e a t e  a new a r t i c l e ,  
a r t i c l e  3A, i n  T i t l e  37 ,  th e  p u b l i c  f i n a n c e  t i t l e  o f  t h e  A la s k a  
S t a t u t e s .

S e c . 3 7 . 1 5 . 5 6 0 .  POND AUTHORIZATION - A u t h o r  i z e s  th e 
s t a t e  bond  c o m m i t te e  t o  i s s u e  and s e l l  r e v e n u e  b o n d s  t o  r a i s e  
money t o  be d e o o s i t e d  i n  th e  A la s k a  c l e a n  w a t e r  f u n d .  T h i s  
s e c t i o n  c h a r a c t e r i z e s  t h e  A la s k a  c l e a n  w a t e r  f u n d  as a p u b l i c  
e n t e r p r i s e  o f  t h e  s t a t e  and  th e  p r o p o s e d  b o n d s  as  r e v e n u e  b o n d s . 
U n d e r  th e  A la s k a  C o n s t i t u t i o n ,  s t a t e - i s s u e d  re v e n u e  b o n d s  do n o t 
r e q u i r e  v o t e r  a p p r o v a l .  T h i s  s e c t i o n  a u t h o r i z e s  t h e  c o m m i t te e  t o  
e n t e r  i n t o  a g re e m e n ts  a n d  p e r f o r m  t h o s e  f u n c t i o n s  t h a t  a r e  
n o r m a l l y  r e q u i r e d  t o  a c c o m p l i s h  t u e t a s k  o f  i s s u i n g  and s e l l i n g  
b o n d s .

S e c .  3 7 .1 5 .5 6 5 . .  BQUP R E PEM P.TX P N -E T O B  -  A b o n a
r e d e m p t io n  f u n d  i s  e s t a b l i s h e d .  T h i s  i s  a s t a n d a r d  f i n a n c i n g  
t e c h n i q u e  f o r  m a k in g  i t  e a s i e r  a n d  m ore  a c c o u n t a b le  t o  p e r t o r m  
t h e  many f u n c t i o n s  n e c e s s a r y  i n  t h e  b o n d  i s s u a n c e  and  s a l e s  
p r o c e s s .  A l s o ,  t o  p r o v i d e  a c c o u n t a b i l i t y  f o r  a n y  f u t u r e  
p r i n c i p a l  a n d  i n t e r e s t  p a y m e n ts  a n a  a n y  p re m iu m  r e d e m p t io n s  on 
t h e  b o n d s .  The s t a t e  b o n d  c o m m it te e  w i l l  be  r e s p o n s i b l e  f o r  
a d m i n i s t e r i n g  t h e  b o n d  r e d e m p t io n  fu n d ,  and  may i n v e s t  t h e  
p r o c e e d s  o f  t h e  bond  r e d e m p t io n  fu n d  a c c o r d i n g  t o  t h e  ‘ p r u d e n t 
i n v e s t o r '  s t a n d a r d s  e s t a b l i s h e d  i n  AS 3 7 . 1 0 . 0 7 0 ,  p r o v i d i n g  t h e  
e a r n i n g s  on  t h e s e  i n v e s t m e n t s  a re  r e t a i n e d  i n  t h e  b on d  r e d e m p t io n  
f u n d .

S3C, -3J-. 15.,.5.?.Q-t BQNP.TaRMS - The s t a t e  bon d  c o m m i t te e
may i s s u e ,  s e l l ,  o r  redeem  t h e  b o n d s  s o  as  t o  a c h ie v e  t h e  
g r e a t e s t  a d v a n ta g e  f o r  t h e  S t a t e .  The c o m m i t te e  c a n  make 
d e c i s i o n s  b a s e d  upon  t h e  m a rk e t  c o n d i t i o n s ,  and  d e e s  n o t  r e q u i r e  
a p p r o v a l  o f  a n o t h e r  a g e n c y  t o  e x e c u te  t h e s e  d e c i s i o n s .  The 
c o m m it te e  w i l l  d e c id e  t h e  l e v e l  o f  s e c u r i t y  r e q u i r e d  f r o m  th e  
A la s k a  c l e a n  w a t e r  fu n d  a nd  t h e  p o r t i o n  o f  t h e  fu n d  t h a t  w i l l  
{ . r o v i d e  t h i s  c o l l a t e r a l  s e c u r i t y .  The c o m m it te e  may a p p o i n t  a 
t r u s t e e  t o  p e r f o r m  a l l  n e c e s s a r y  f u n c t i o n s .  T he  c o m m it te e  m u s t 
g i v e  d u e  r e g a r d  t o  t h e  c o n t i n u e d  f u n d i n g  o f  p r o j e c t s  u n d e r  t h e



A la s k a  c l e a n  w a t e r  f u n d ,  i n c l u d i n g  a p p l i c a b l e  s t a t e  a nd  f e d e r a l 
r e q u i r e m e n t s .  A ny  s u c h  d e c i s i o n s  made b y  t h e  c o m m i t te e  and 
e x p r e s s e d  i n  a b o n d  r e s o l u t i o n  a r e  c o n c l u s i v e l y  deemed t o  c o m p ly 
w i t h  t h e  r e q u i r e m e n t s  o f  t h e  l e g i s l a t i o n  p e r t a i n i n g  t o  t h e  b o n 
p r o g r a m .

S e c ,  3 7 , 1 5 , 5 7 3 .  BQNP. . RES.Q&VTJ.ON - The c o m m i t t e e  m u s t
a d o p t  a bond  r e s o l u t i o n  t o  i s s u e  b o n d s .  The r e s o l u t i o n  w i l l  
c o n t a i n  t h o s e  te rm s  and  c o n d i t i o n s  n e c e s s a r y  t o  i d e n t i f y  and 
d e f i n e  t h e  b o n d s  and th e  b o n d  s a l e s  p r o c e s s .

Sec .  3 7 , 1 5 , 5 7 5 . __ S .T A T £ ^ IB _ U g E .R g J £ I  - T h i s  s e c t i o n
d e f i n e s  th e  p r o c e d u r e  f o r  a l l o w i n g  th e  S t a t e  t o  i n t e r c e p t  o r 
g a r n i s h  o t h * , r  l e g i t i m a t e  s o u r c e s  o f  S t a t e  a i d  s h o u ld  a c o m m u n i ty 
d e f a u l t  on  a lo a n  f r o m  t h i s  f u n d .  T h i s  p a r a g r a p h  i s  i n c l u d e d  i n  
t h e  l e g i s l a t i o n  t o  e n h a n c e  i n v e s t o r  c o n f i d e n c e  i n  t h e  p ro g ra m , 
im o r o v e  t h e  bond  r a t i n g ,  and  u l t i m a t e l y ,  lo w e r  p ro g ra m  c o s t s .

S e c .  3 7 . 1 5 . 5 8 0 .  PLEDGE OF THE STATE - T h i s  p r o v i s i o n  
r e c o g n i z e s  t h a t  t h e  s t a t e  may n o t  a l t e r  th e  te rm s  a nd  c o n d i t i o n s  
o f  a b o n d  r e s o l u t i o n  b y  s u b s e q u e n t  e x e c u t i v e  o r  l e g i s l a t i v e  
a c t i o n .

Sec .  3 7 , 1 5 , 5 8 3 . __ BNEQRCEMSNT_B.T(_BPOT.QWNER - To r e s o l v e
a n y  d is a g r e e m e n t s  b e tw e e n  che b o n d o w n e rs  and  th e  c o m m i t t e e ,  10 
p e r c e n t  o r  m ore  o f  t h e  b o n d o w n e rs  o f  a n y  s e r i e s  o r  i s s u e  c a n 
b r i n g  s u i t  i n  s t a t e  s u p e r i o r  c o u r t  i n  J u n e a u .  The t e n  p e r c e n t 
t h r e s h o l d  was s e l e c t e d  t o  d i s c o u r a g e  f r i v o l o u s  l i t i g a t i o n .

 3 7 .  , 1 5 . , . 5 . 9 5 . , _ .AMQUMTS-BEQVJBSP-  FCR .PAYMENTS - Each
y e a r  t h e  c o m m i t te e  w i l l  i n f o r m  t h e  c o m m is s io n e r s  o f  t h e  
d e p a r t m e n t s  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  and  R evenue o f  t h e  
a m o u n ts  n e e d e d  i n  t h a t  y e a r  t o  p a y  f o r  che  b o r .d s .  The n o t i c e  
w i l l  be g i v e n  a t  t h i s  t im e  s o  t h a t  t h e  d e p a r t m e n t s  w i l l  be  a b le  
t o  i n c o r p o r a t e  t h e s e  n u m b e rs  i n t o  t h e i r  f i n a n c i a l  p l a n n i n g  f o r  
t h e  n e x t  f i s c a l  y e a r .

 3 7 , 1 5 . 5 8 7 .___grag.QSES-ANP_S.UEEICIENCY O F  REVSNVE -
Bond p r o c e e d s  w i l l  be u s e d  t o  b u i l d  p r o j e c t s  t h a t  a re  e l i g i b l e  
u n d e r  t h e  c l e a n  w a t e r  f u n d  p r o g r a m .  The c o m m it te e  w i l l  n o t  i s s u e  
b o n d s  u n le s s  t h e r e  i 3  e n o u g h  s e c u r i t y  a v a i l a b l e  i n  t h e  fu n d  t o  
make i t  p r u d e n t  t o  i s s u e  t h e  b o n d s .



Sec .  3 7 . 1 5 . 5 9 0 .  REFUNDING - I f  i t  i s  i n  t h e  b e s t
i n t e r e s t s  o f  t h e  S t a t e ,  t h e  c o m m it te e  may r e f u n d  a l l  o r  some o f
t h e  b o n d s .  The c o m m i t te e  w i l l  f o l l o w  t h e  d e f i n e d  p r o c e d u r e s  t o  
c o n d u c t  t h e  r e f u n d i n g  p r o c e s s .  The c o m m i t t e e  may a p p o i n t  a 
t r u s t e e  t o  c o n d u c t  t h i s  p r o c e s s .  The  t r u s t e e  may i n v e s t  f u n d s  i n  
s h o r t - t e r m  f e d e r a l  i n s t r u m e n t s  u n t i l  t h e  r e f u n d i n g  p ro c e e d s  a re 
n e e d e d .

Sec .  3 7 . 1 5 . 5 9 5 . ___ BfiNDS- Ag _.LEgAfe, IN V ESmSNTg, - The
b o n d s  a r e  l e g a l  i n v e s t m e n t s  and can  be t r a d e d  and  s o l d  b e tw e e n
i n s t i t u t i o n s  and  p e r s o n s .  The S t a t e  may a c c e p t  them  as  s e c u r i t y  
f o r  t h e  S t a t e  and  M u n i c i p a l  d e b t s .

Sec .  3 7 , 1 5 . 6 0 0 .  STATUTORY. CONSTRUCTION - The s t a t u t e  
' > ' i s  t o  be l i b e r a l l y  c o n s t r u e d  t o  g i v e  e f f e c t  t o  t h e  p u b l i c  p u r p o s e 

o f  p r o v i d i n g  f o r  t h e  f i n a n c i n g  and  c o n s t r u c t i o n  o f  p u b l i c  w a t e r 
p o l l u t i o n  c o n t r o l  p r o j e c t s .

/ V 
/

Sec .  3 7 . 1 5 . 6 0 5 .  REGULATIONS - The c o m m i t te e  can a d o p t 
r e g u l a t i o n s  t o  im p le m e n t  t h i s  p ro g ra m .

Sec .  3 7 . 1 5 . 6 0 5 .  D e f i n i t i o n s  -  T h i s  s e c t i o n s  c o n t a i n s  
t h e  d e f i n i t i o n s  a p p l i c a b l e  t o  t h e  b o n d  p r o g r a m .

S e c t i o n  3 - 1 2 . S e c t i o n s  3 - 12 o f  t h e  b i l l  amend AS * 1 6 . 0 3 . 0 3 2 , 
t h e  s t a t u t e  t h a t  e s t a b l i s h e s  t h e  A la s k a  c l e a n  w a t e r  f u n d .

- The A la s k a  c l e a n  w a t e r  f u n d  s t a t u t e  
i s  am ended t o  a l l o w  th e  fu n d  t o  r e c e i v e  money f r o m  th e  s a l e  o f 
b o n d s  a nd  t h i s  money may be p la c e d  i n  a s p e c i a l  a c c o u n t  o f  t h e  
f u n d .

S e c t i o n . 4 .  AS 4 6 . 0 3 . 0 3 2 ( b )  - The p r o v i s i o n s  o f  t h e  A la s k a  c l e a n  
w a t e r  f u n d  s t a t u t e  a re  t o  be g i v e n  l i b e r a l  i n t e r p r e t a t i o n  t o  
f u r t h e r  t h e i r  p u r p o s e  o f  p r o v i d i n g  f i n a n c i n g  f o r  t h e  c o n s t r u c t i o n  
o f  w a t e r  p o l l u t i o n  c o n t r o l  p r o j e c t s .  The  DEC w i l l  a d m i n i s t e r  t h e 
f u n d  c o n s i s t e n t  w i t h  t h e  s t a t e  and  f e d e r a l  r e q u i r e m e n t s  
a p p l i c a b l e  t o  t h e  fu n d  and w i t h  t h e  r e q u i r e m e n t s  o f  t h e  bond 
l e g i s l a t i o n .



S e c t i o n  5 .  AS 4 6 . 0 3 . 0 3 2 ( c )  - T h i s  s e c t i o n  makes a t e c h n i c a l 
c o r r e c t i o n  i n  t h e  c i t a t i o n  o f  t h e  C le a n  W a te r  A c t ,  t o  f o l l o w  th e 
p r o p e r  c i t a t i o n  fo rm  and t o  r e f e r  t o  t h e  C le a n  W a te r  A c t  as 
a m e n d e d .

S e c t i o n  6 .  AS 4 6 . 0 3 . 0 3 2 ( d )  - T h i s  s e c t i o n  r e o r g a n i z e s  t h e  
e x i s t i n g  s t a t u t e  i n t o  a m ore  u n d e r s t a n d a b le  fo r m ,  j I t  a l s o  
a u t h o r i z e s  u se  o f  t h e  fu n d  t o  s e c u r e  s t a t e - i s s u e d  b o n d s j  and
a u t h o r i z e s  use  o f  t h e  fu n d  t o  p a y  th e  p r i n c i p a l  and  i n t e r e s t  on
t h e  b o n d s  a nd  t h e  c o s t s  o f  i s s u i n g  and  a d m i n i s t e r i n g  th e  b o n d s . 
The p r o c e e d s  o f  t h e  bond s a l e  m ust be d e p o s i t e d  i n t o  t h e  f u n d .

S e c t i o n  7 ,_____ A? 45  • Q3 , Q32 ( f J. - T h i s  s e c t i o n  a l s o  r e o r g a n i z e s  th e
e x i s t i n g  s t a t u t e  i n t o  a m ore l o g i c a l  f o r m a t  and a l l o w s  DEC t o  
s p e n d  m oney f r o m  th e  fu n d  t o  a d m i n i s t e r  t h e  bond p ro g ra m .

t ( i  - f  / '

S e c t i o n  8 .  AS 4 6 . 0 3 . 0 3 2 ( a ) - The e x i s t i n g  s t a t u t e  i s  amended t o  
a l l o w  a ( s t a t e  a g e n c y  t o  r e c e i v e  lo a n s  f r o m  t h e  f u n d .  C u r r e n t l y , 
o n l y  m u n i c i p a l i t i e s  may do  t h i s .  N a t io n w id e  i t  has been 
r e c o g n iz e d  t h a t  t h e  s t a t e  e n v i r o n m e n t a l  a g e n c ie s  t h a t  n o r m a l l y  
r u n  t h e  c l e a n  w a t e r  fu n d s  d o n ' t  a lw a y s  have  a u t h o r i t y  o v e r  a l l  
e n v i r o n m e n t a l  s i t u a t i o n s .  T h i s  i s  e s p e c i a l l y  t r u e  f o r  n o n p o i n t 
s o u r c e  p o l l u t i o n  p ro b le m s  t h a t  a f f e c t  p l a n t  and a n im a l 
p o p u l a t i o n s  t h a t  w o u ld  n o r m a l l y  be c o n s id e r e d  p a r t  o f  th e 
j u r i s d i c t i o n  o f  t h e  D e p a r tm e n ts  o f  N a t u r a l  R e s o u rc e s  o r  F i s h  and 
Game. ( A l l o w i n g  DEC t o  make lo a n s  t o  o t n e r  s t a t e  a g e n c ie s  w i l l  
p r o v i d e  a t o o l  t o  e n a b le  t h e s e  o r g a n i z a t i o n s  t o  c o o p e r a t i v e l y  
a d d r e s s  t h e s e  i n t e r a g e n c y  e n v i r o n m e n t a l  p r o b l e m s . J A l s o ,  t h e  
s e c t i o n  i s  am ended t o  make i t  c l e a r  t h a t  che  p o t e n t i a l  b o r r o w e r s  
w i l l  d e m o n s t r a t e  t h e i r  c r e d i t - w o r t h i n e s s  p r i o r  t o  lo a n  
c o m m itm e n t .

S.ggSl.Qri-9-r AS 4g.03.i-Q.32.Lll. -  T h i s  s e c t i o n  amends t h e  e x i s t i n g
s t a t u t e  t o  acco m m o da te  t h e  r e f e r e n c e s  t o  c h e  bond  is s u a n c e  
p r o g r a m .  Some t e c h n i c a l  c h a n g e s  a r e  a l s o  made t o  r e f e r e n c e  AS 
• 1 6 . 0 6 . 0 2 1 ,  t h e  s o l i d  w a s te  s t a t u t e  t h a t  e s t a b l i s h e s  p r o j e c t 
p r i o r i t i e s ,  r a t h e r  t h a n  r e p e a t  them  i n  f u l l  i n  t h e  /A la ska  c l e a n  
w a t e r  f u n d  s t a t u t e .

5



S e c t i o n  1 0 .  AS 4 6 . 0 3 . 0 3 2 ( k )  -  I n  a d d i t i o n  t o  t h e  r e p o r t s  t h e  
d e p a r t m e n t  a l r e a d y  p r e p a r e s  f o r  t h e  p ro g ra m ,  DEC w i l l  p r e p a r e  
r e p o r t s  n e c e s s a r y  f o r  th e  c o m m it tu -e .

S e c t i o n  11.. AS ■4 .6 ...Q3.._Q.3,2_(_qI  - The  d e f i n i t i o n s  s e c t i o n  i n c l u d e s
one t e c h n i c a l  change  i n  t h e  t e r m i n o l o g y  u sed  t o  r e f e r  t o  s o l i d  
w a s te  m anagem ent p r o j e c t s  a n d  a d d s  a new d e f i n i t i o n  f o r  t h e  t e r m
E s t a t e  a g e n c y .  " \  ' J) >' , - 1- Lai g

J  \  f

S e c t i o n  1 2 .  AS 4 6 . 0 3 . 0 3 2 ( p ) - T h i s  new s u b s e c t i o n  p r o v i d e s  t h a t 
a n y  i n c o n s i s t e n c i e s  b e tw e e n  a n y  r e g u l a t i o n s  a d o p te d  by  th e  s t a t e  
bond  c o m m it te e  u n d e r  T i t l e  37 a n d  t h o s e  a d o p te d  b y  DEC u n d e r 
T i t l e  i n v o l v i r g  t h e  A la s k a  c l e a n  w a t e r  f u n d  p ro g ra m  w i l l  be
r e s o l v e d  i n  f a v o r  o f  t h e  T i t l e  37 r e g u l a t i o n s .

S e c t i o n  1 3 . C l a r i f i e s  t h a t  t h e  p o r t i o n  o f  t h i s  l e g i s l a t i o n  t h a t 
i s  e n t i t l e d  ENFORCEMENT BY BONDOWNER w o u ld  a f f e c t  a cha n ge  i n  
C i v i l  P r o c e d u r e  3 and r e q u i r e  a l l  a c t i o n s  t o  be f i l e d  i n  S u p e r i o r 
C o u r t  i n  J u n e a u .

S e c t i o n  1 4 . R e c o g n iz e s  t h a t  i n  o r d e r  f o r  a l l  a c t i o n s  t o  be f i l e d  
i n  S u p e r i o r  C o u r t  i n  J u n e a u ,  t h e  s e c o n d  p a r t  o f  t h e  p a r a g r a p h 
t i . a t  i s  e n t i t l e d  ENFORCEMENT BY BONDOWNER m u s t  r e c e i v e  a t w o - 
t h i r d s  m a j o r i t y  v o t e  o f  e a c h  h o u s e ;  o t h e r w i s e  t h a t  p o r t i o n  w i l l  
n o t  t a k e  e f f e c t .
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Senator Bert Sharp

Jack Chenowclh 
Legislativ

With respect to the amendment, please be advised:

Until a few weeks ago. based on a very old Opinion o f  the Attorney General. I would have 
cautioned you as a matter o f  course that this proposal to dedicate the tax increment 
constituted a violation o f  the dedicated fund prohibition o f  article IX . section 7. Now. as a 
result o f  recent further research by Legislative Counsel Mike Ford. I believe that conclusion 
is not so certain.

The drafting o f  the amendment reflects the possibility that the dedication might not be found 
unconstitutional.

Under AS 43.50 .140. the proceeds derived from the original tobacco lax arc required to be 
paid into the school fund. This fund avoids the constitutional prohibition against dedicated 
funds contained in Article IX . sec. 7. o f  the Alaska Constitution because the fund existed at 
the time the Alaska Constitution was ratified by the voters. Specifically, the Alaska 
Constitution provides that the dedicated funds prohibition does not "prohibit the continuance 
o f  any dedication for special purposes existing upon the date o f  ratification o f  this section 
by the people o f  Alaska." The two main motivations for the ban on dedicated funds arc to 
maintain the potential o f  flexibility in budgeting and to ensure that the legislature docs not 
abdicate its responsibility in making budget decisions. Fairbanks v. Convention & Visitors 
Bureau. S I8 I>.2d 1153,’at 1158 (Alaska* 1991).

A question was raised as to whether the Alaska Constitution allows the legislature to change 
the amount o f  the tax. w ithout affecting the status o f  the school fund as an exception to the 
dedicated fund rule. In 1959, the Attorney General issued opinion No. 7, that concluded that 
the "legislature has no power to raise or lower the dedication by increasing or decreasing the 
tax or license fee or the rate thereof which is set aside." 1959 Opinion No. 7. at page 5.



This conclusion is. however, contradicted by the minutes o f  the constitutional convention. 
In discussing the language in Article IX, see. 7, at the constitutional convention, the question 
arose as to the effect o f  this section regarding a change to the rate o f  taxation in a dedicated 
fund. The committee with the responsibility for writing Article IX was the committee on 
Finance and Taxation. The spokesman for that committee was Barrie M. White. The 
fo llow ing discussion with Delegate White and other delegates illustrates the intent o f  the 
framers o f  the Alaska Constitution:

R . R IVERS : May I make a correction? When I was illustrating the gas tax 
about the going up to six. no that would be wrong, because absolutely 
allowing allocations as exist at die time this constitution is ratified would tlx 
the ceiling, I am sure, as to how high they could go. I'll call this the closing, 
i f  you wish. Mr. McCutchcon. But certainly they could go through. Now, 
when Mr. Taylor read my proposed amendment, he said "allocations allowed 
at the time this goes into effect" and he may have inadvertently omitted 
"continuance o f .  A ll I’m objecting to is this "continuance o f .  I'm in accord 
with their idea o f  not letting any more allocations come along, but when you 
say "continuance o f  allocations I immediately think o f the rate o f  allocations 
as well os the subject matter. Now i f  they are only going to allow allocations 
on particular subjects that arc now covered by allocations then I have no 
quarrel with them whatsoever but I am sure that's not the intent o f  the 
Committee. The Committee intends to allow  such rates o f  allocations us wiil 
exist when this constitution is ratified but no one may go beyond those rates 
in the future and i f  they ever drop down, this continuance business does not 
allow them to re-enact.

PRES IDENT  EGAN: Mr. McCutchcon.

MCCUTC1IEON: Mr. President, i f  as Mr. Rivers deduces, the terminology 
o f  this sentence means that the rates are frozen. The principle behind this 
sentence is not that the rates arc frozen, it is the principle o f  allocating 
earmarked funds. It is not a matter o f  percentage wise, it is a theory o f  
earmarked funds and I can't see his argument in this by striking out 
"continuance". He proposes that this is going to cure the proposition o f  a 
freeze. He thinks it is a freeze. It is not a freeze in any respect o f  the word 
as far as I can see; it is a matter o f  a theory o f  earmarked funds and doesn't 
have anything to do with Jo llar and cents o r percentages.

PRES IDEN T  EGAN : Mr. Victor Rivers.

V. R IV E RS : Mr. President. I would like to ask the Committee what their 
intent was on that. I would like to hear what they say.
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W HITE : I think I can answer for all the Committee on that. Mr. Rivers. It 
is not the intent o f  the Committee that this he interpreted to mean a freeze in 
any way. shape, or form. The Committee feels that the objections raised by 
Mr. Rivers arc covered by the existing language. The reason the Committee 
resists the deletion o f  the words "continuance o f' is that it would then mean 
that the legislature could discontinue a presently earmarked fund next year 
and then 50 years from now bring it back into being. Wc do not intend that 
that be the case.

V. R IVERS : I f  you are not freezing an amount, couid they raise an existing 
allocation under this? On the gasoline tax could *. !‘.v% IU» :<• that to six per cent 
according to your thinking on this?

W l H I E: Certainly they could

V. R IVERS . I f  they lowered it down to three could they then re-enact two 
more after that?

W H I T E :  Htt.Commiltcc intends that this not have anv rel .rcnce to_ratcs_at 

all. T he Committee intends that this apply to. the allocatiun-oLpaflicular 

laxgLiQ.a panivulai-prgppsv and no mor e  Ilian that-

V. R IVERS : I just wanted this in the record. Now’ i f  they wipe it out 
altogether, discontinue it. it's gone forever, is that right?

W H ITE : That is right.

V. R IVERS : But i f  you discontinue ha lf o f  it, you can raise it back up?

W H ITE : Thai would mean that.

(Emphasis added). This discussion indicates a clear intent on the part o f  the delegates to 
a llow  a change to the rate o f  taxation without affecting the status o f  a dedication o f  the 
proceeds o f  the tax. While the intent o f  the constitutional framers has weight, the final 
decision on interpretation o f  the Alaska Constitutional rests with the Alaska Supreme Court. 
It is possible that the court would disagree with the intent expressed in the constitutional 
minutes and find that any change to the rate o f  tobacco taxation destroys the status o f  the 
school fund as an exception the dedicated fund rule. Nonetheless, comments by delegates 
to the constitutional convention do have some bearing on the decision making process o f  the 
Alaska Supreme Court. In Starr v. Hagglund. 374 P.2d 316, 319 (Alaska 1962). the court 
stated that
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opinions o f  individual members o f  the constitutional convention are not 
considered to be a safe guide in ascertaining the purpose o f  a majority o f  the 
convention when adopting a particular provision. But reports o f  committees 
and stalcmcntsof chairmen o f  such committees stand on more solid footing 
andjnav,be resorted to in determining the intent o f  the enacting body.

(Emphasis added) Therefore, the comments o f  Mr. White, as chairman o f  the committee on 
finance and taxation, may be persuasive to the court as to this legislature's ability to raise the 
rate o f  a dedicated tax without destroying the dedication.
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AM E N D M E N T

TO : CSSB 210(STA )

1 Page I, line 4 , through page 2, line 2:
2 Delete all material and insert:
3 " •  Section 1. AS 43.50 .190 is amended to read:
4 See. 43.50.190. ADD IT IONAL TAX LEVY  ON C IGARETTES, (a) There
5 is levied an excise tax o f 62 m ills [12 M ILLS ] on each cigarette imported or acquired
6 in this state.
7 (b ) The tax levied by this section is in addition to the tax levied by
8 AS 43 .50 .010 - 43.50.180. The tax shall be administered and collected in the same
9 manner as the lax levied by AS 43.50.010 - 43.50.180 [. EXCEPT THAT RECEIPTS

10 FROM  THE TAX SHALL BE DEPOSITED IN THE GENERAL FUND ]. The
11 penalties provided in AS 43.05 apply to the tax levied in this section.
12 * See. 2 . AS 43.50 is amended by adding a new section to read:
13 See. 43.50.195. D ISPOSIT ION OF PROCEEDS. The proceeds derived from
14 the payment o f taxes under AS 43.50.190 shall be paid into the "school fund"
15 established in AS 43.50.140.
16 •  See. 3 . AS 43.50 .195 is repealed and reenacted to read:
17 See. 43.50.195. D ISPOSITION OF PROCEEDS. The proceeds derived from
18 the payment o f taxes under AS 43.50.190 shall be paid into the general fund and may
19 be appropriated fo r a purpose described in AS 43.50 .140."

20 Renumber the following bill sections accordingly.

21 Page 2. line 13:
22 Delete "This Act takes"
23 Insert "Sections I . 2 , and 4 o f this Act take"

• I .



1 Page 2, follow ing line 13:
2 Insert a new bill section to read:

"* Sec. 6. Section 3 o f  this Act takes effect on the date that a final order is entered
4 declaring AS 43.50.195, enacted by see. 2 o f this Act, unconstitutional as a violation o f
5 art. IX , see. 7, Constitution o f the State o f Alaska."
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r e v e n u e

T H E  C A S E  F O R  M A J O R  
T O R A C C O  T A K  I N C R E A S E S

IN  A L A S K A



"C igarette taxes . . .a r e  the m ost effective w ay  to d iscou rage  

tobacco use am o n g  y o u n g  p e o p le . ... In c re as in g  the c igarette 

tax c o u ld  be  one  o f the m ost im portant p u b lic  hea lth  m easu res  

th is country h as  eve r ta ke n ."

-  former Surgeon Gcncr.il C. Everett Koop. appointed by President Ronald Reagan

[ jjO T H IN G  KILLS LIKE TOBACCO, III A la sk a , one ou t o f five death s is caused  by tobacco. In  the Un ited  S ta te s ,
sm ok ing  k i l ls  a lm o s t ‘1 2 0 ,0 0 0  peop le  p e r y e a r  —  m ore than A ID S , a lc o h o l, c a r acc iden ts , fire s , coca ine , he ro in ,
m urders , and su ic ides combined. W orldw ide , tobacco k i l ls  3  m illion  peop le pe r y e a r —  som eone eve ry  10 seconds.
•  T obacco  u se  is  th e  le a d in g  cau se  o f  d ea th  in A la s k a . W hen used a s  in tended, tobacco k i l ls .
•  A d u lts  d o n ’t s t a r t  sm o k in g  —  k id s  d o . A lm ost a l l  tobacco v ic tim s become addicted to  n ico tine a s  teen s o r 

younger. N icotine is  regarded  by m any au th o rit ie s  to  be a s  addictive a s  he ro in  o r  coca ine . I f  we can s top  k id s 
from  ge tting  add icted , we can p reven t need le ss d isease  and death la te r in life .

•  T obacco  c om p an ie s  sp end  o v e r  S 6  b i l l io n  a  y e a r  —  ab ou t $ 1 6 .5  m i ll io n  each  d a y —  on  a d v e r t is in g  
and  p rom o t io n  in  th e  U n ited  S ta te s . Tobacco indu stry  ad ve rtis in g  is  ve ry  e ffe c tive  a t re ach in g  ch ild ren . 
About 9 1 " ,, o f 6  y e a r  o ld s  recogn ize  the O ld Joe Cam el ca rtoon  characte r, about the sam e pe rcen tage that 
recogn ize the D isn ey  Channel M ickey M ouse log o .

•  E d u c a tio n  a lo n e  d o e s  n o t w o rk . F o r m any y e a rs , education has been the p rim a ry  s tra teg y  to  reduce 
tobacco use am ong  ch ild ren . N eve rth e le ss , recen t su rv e y s  show  that sm ok ing  am ong  you th  is  in c reas ing .

•  In c re a s in g  tob acco  ta x e s  is  w id e ly  re c o g n iz e d  a s  th e  s in g le  m o s t e f fe c t iv e  w a y  to  re d u c e  tob acco  
c o n su m p tion  am on g  c h ild re n . C h ild ren  a rc  p rice  sensitive  con sum ers . R esea rch  sh ow s that a c iga re tte  
price in c rease  o f  10".. can be expec ted  to  reduce consum ption  by an equa l o r  g re a te r am oun t by ch ild ren . A 
$ 1 pe r pack tax in c rease  w ou ld  reduce you th  sm ok in g  in A la ska  by an estim ated  32 " ...

•  T obacco  ta x a t io n  is  an  e f f ic ie n t and  a p p ro p r ia te  m ean s  to  o f fs e t  th e  e n o rm o u s  c o s ts  c au sed  by tob ac c o .
A la s k a ’s  Long R ange F inanc ia l P la n n in g  C om m ission  conc luded that a $1 p e r pack in c re a se  in th e  s ta te ’s 
c iga re tte  ta x  w ou ld  ra ise  $ 4 2  m illio n  in new  revenues in the firs t year.

•  A la s k a ’s  c u r re n t  to b a c co  ta x  is  b e low  th e  n a t io n a l a v e ra g e , even  th ough  A la s k a  h a s  o n e  o f  th e  h ig h e s t 
ra te s  o f  to b a c c o - re la te d  d ea th  in  th e  n a t io n . N o r have tobacco taxes in A la s k a  kep t pace w ith  in fla t ion . In 
196-1. the y e a r  th a t the firs t Su rg eon  G e n e ra l’s re p o rt on sm ok ing  and hea lth  w as re le a se d , the s ta te  tax  
com prised 2 4 " .  o f  the re ta il p rice o f  c ig a re tte s . T oday it is on ly  14"...

•  T he  p u b lic  s u p p o rts  to b ac co  ta x e s . A Janua ry  1 9 %  statew ide su rv e y  found that 7 4 " .  o f  A la s k an s  suppo rt 
an inc rease  o f $1 p e r pack in th e  s ta te  exc ise  ta x  on c iga re ttes .



"If, in  the U n ited  States, five 727s w ith 2 0 0  p eo p le  

c ra sh ed  eve ry  d a y  o f eve ry  w eek o f eve ry  m onth o f 

e ve ry  year, s o o n e r o r la te r som eone  w ou ld  say . 

‘W e 've  go t to do  som e th in g  abou t this.

Dr. John Allen (past president)

American Lung Association

jo B A C C O  IS A UNIQUE PRODUCT BECAUSE OF THE STAGGERING TOLL IT TAKES ON THE LIVES OF MILLIONS.
Each yea r, tobacco k i l ls  m ore A m erican s th an  A ID S , a lc o h o l, c a r acc iden ts , fire s , i lle g a l d rug s , m u rd e rs , and
su ic ides eombined. It is  the o n ly  leg a l p roduct th a t when consum ed ex ac tly  a s  the m anu fa c tu re r in tends , causes
add iction , d isease , and  death ,
• T ob acco  is  un ique  in th e  n um be r o f  A m e ric a n s  it  k i l ls .  Each y e a r 1 1 9 .0 0 0  A m ericans die from  sm oking . 

T h a t ’s 1 ,1 0 0  A m erican s each day, one eve ry  7 5  seconds. One o f  eve ry  five dea th s in the U .S . —  and in 
A la s k a  —  a re  caused by tobacco. Tobacco k i l ls  m ore  than one out of three long term users, h a lf o f  w hom  die 
in m idd le age.

•  V ir tu a lly  a l l  n ew  u s e rs  o f  to b acco  p ro d u c ts  a re  c h i ld re n . A lm ost 90"<» o f a l l sm o ke rs  s ta rted  b e fo re  the 
age o f  19. The ave rage  age o f  in itia tion  is  1-1.5 y e a rs . A du lts  don't s ta rt sm ok ing  —  k id s  do. The sam e is 
tru e  o f  sm oke le s s  tobacco use.

•  T obacco  is  un ique  b ecau se  it  is  h a rm fu l to  a l l  u s e rs  a t a l l  d o s e s . T he re  is no sa fe  le ve l o f  tobacco use.
Sm ok ing  ju s t  tw o c ig a re tte s  a day d oub le s  one's r is k  o f  lung  cance r and in c rease s the r is k  o f  h ea rt d isease
and s tro k e .

• T ob acco  u se  p ro d u c e s  n o  h e a lth  b e n e fits . U n lik e  som e food p roducts which p rov ide n u trit ion a l benefit but 
a ls o  con tribu te  to th e  r is k  o f  h ea rt d isease  unde r ce rta in  c ircum stances , tobacco p rov id es no n u trit io n a l 
benefit and is  h a rm fu l unde r a l l c ircum stances . U n lik e  a lc o h o l, tobacco k i l ls  even when used in "m odera te " 
am oun ts .

• T obacco  sm o k e  k i l l s  u s e rs  and  n o n -u s e rs  a l ik e .  T he Am erican H eart A ssoc ia tion  es tim a te s  that 5 2 ,0 0 0
dea th s a  y e a r a re  cau sed  by exp osu re  to  second hand sm oke , m ak ing  en v ironm en ta l tobacco sm oke  the
th ird  lead ing  cause o f  death  in the na tion  (behind ac tive  sm ok in g  and a lc o h o l ab u se ). V iewed a n o th e r way. 
th is m eans that fo r  even,' eight sm o k e rs  tha t the tobacco indu stry  k i l ls ,  it ta k e s  one n on -sm oke r w ith them .

• T ob acco  is  u n iq u e  b e c au se  it c o n ta in s  n ic o t in e , a  h ig h ly  a d d ic tiv e  d ru g . R e se a rc h e rs  w ide ly  rega rd  
n ico tine to  be a s  add ic tive  a s  he ro in  o r  cocaine . W ith d raw a l from  n ico tine add iction  is lik e  w ithd raw a l rom  
o th e r h igh ly  add ic tive  substances : d ifficu lt and  pa in fu l. Seven ty  percent o f  sm o k e rs  say  th ey  w ant to  qu it, 
and  m illio n s  t ry  to  qu it each year, but o n ly  2.5'\» succeed in any g iven year.



“There is  w id e sp re ad  a g re e m e n t ... that few  m easu re s  e xh ib it 

the s p e e d  a n d  m agn itu de  o f im pac t a c h ie ve d  b y  in c re as in g  

taxation on tobacco products . [/ Increas ing tobacco exc ise  taxes 

m ust b e  co ns ide red  an  e ssen tia l a n d  p rim a ry  com ponent 

o f a n y  com prehens ive  tobacco contro l p ro g ra m ."

—  The Impact o f Cigarette Excise Taxes on Smoking Among Children and Adults 
Nation.il Cancer Institute (August 1903)

[ 2  VERY DAY IN THE UNITED STATES. ABOUT 3.000 CHILDREN JOIN THE RANKS OF CIGARETTE SMOKERS. TllC
average age is 1 4 .5  y e a rs  o ld . O f th ese 3 .0 0 0  new  sm oke rs , w e can expect th a t 3 0  w ill be m u rde red , 0 0  w ill die
in tra ffic  acc iden ts , and 1 ,0 0 0  w ill be k i lle d  from  sm ok ing .
•  A d u lts  d o n ’ t s t a r t  sm o k in g  —  k id s  d o . S om e  89%  o f  a d u lt s  w ho  sm o k e  began  u s in g  c ig a re t te s  by o r  a t

ag e  1 8 . I f  ch ild ren  can be d issuaded from  sm ok in g  th ey  a lm o s t a lw a y s  lo se  in te re s t by th e  tim e they reach 
19, g re a t ly  reduc ing  th e ir chance o f  p rem a tu re  death .

• Y ou th  sm o k in g  and  sm o k e le s s  to b ac co  u se  r a te s  in  A la s k a  a rc  h ig h e r than th e  n a t io n a l a v e ra g e . In
1 9 8 9 ,2 3 %  o f  high schoo l se n io rs  in A la s k a  rep o rted  th a t th ey  sm oked  daily . E igh teen  pe rcen t o f  12th  g rade 
boys repo rted  d a ily  use o f  chew ing tobacco.

• A s  to b ac co  ta x e s  a rc  in c re a s e d , y o u th  c o n su m p tio n  w i l l d ro p . R esea rch  sh ow s th a t a p rice in c rease  o f 
10".. in c ig a re tte s can be expected to  p roduce a 10".. d e c re ase  in consum ption  by you th . A sub stan tia l part 
o f  the dec lin e is a re su lt  o f  ch ild ren  w ho w ill no t in itia te  sm ok in g  a t h ig h e r p rices.

• C h ild re n  a rc  m o re  in f lu e n c e d  by tob acco  p r ic e s  th an  a d u lts . C h ild ren  w ho sm oke  m ay not ye t be addicted, 
and g e n e ra lly  have le s s  d isp osab le  incom e. A s ig n ific an t p rice in c rease  in tobacco p roduc ts w i ll d iscou rage 
k id s from  s ta rt in g  to  sm oke , w h ile  en cou rag ing  cu rre n t sm o k e rs  to  qu it o r  cu t back .

•  E x p e r ie n c e  in  C a n a d a  d e m o n s t r a t e s  th a t  i n ­
c re a s e d  to b acco  ta x e s  w i l l s u b s ta n t ia lly  re d u c e  
sm o k in g  am on g  k id s . D u ring  the 1 9 8 0 s , Canada 
ra is e d  to b ac c o  ta x e s  from  ra te s  c om p a ra b le  to  
c u rre n t U .S . ra te s  to  ab ou t S3 (U .S .) p e r p ack .
Betw een 1981 1 9 9 1 . teen sm ok ing  dec lined by m ore 
than  6 0 " .. in C anada w h ile  it rem ained  re la t iv e ly  
con stan t in th e  U .S . (S ec  F igu re  1.)

• In  1994, th e  A la s k a  D ep a rtm e n t o f  H e a lth  and  
S o c ia l S e rv ic e s  re c om m e n d e d  a  S 2  p e r  p a c k  
in c re a s e  in  s ta te  c ig a re t te  ta x e s  a s  p a rt o f  i t s  
C ance r C o n t ro l P la n  The resea rch  team  concluded :
"P re v e n t in g  tobacco  use  by c h ild re n  is  th e  k e y  
cha llenge in tobacco use reduction , and a substan tia l 
exc ise  ta x  in c rease  is  o u r s tro n g e s t w eapon . No 
o th e r m easu re  can have a s  g reat an im pact on the 
pub lic ’s  hea lth  and that o f  o u r  ch ild ren ."

»♦:« tMi m i  i h 'i m t  i* i. • » * r •* USw* I r.t !ftl siuIvi r j i ^
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"State tobacco tax revenues a re  up . M on ies  co llec ted  from  the 

tobacco tax a re  on  ta r g e t .... This is  g o o d  new s . C igarette  consum ption  

in M ic h igan  is dow n , a s  w as expec ted  a n d  p red ic ted  b y  hea lth  

a n d  treasury o ffic ia ls . ... R educed  consum ption  is  a ls o  g o o d  n ew s . ...
[MJiHions o f do lla rs  in  hea lth  care costs fo r sm o k in g  re la ted  d ise a se  

w ill be  s a v e d  a s  a resu lt o f reduced  c o n sum p tio n ."

— Douglas B. Roberts, Michigan Stale Treasurer (July 1005)

Statement regarding Michigan tobacco tax increase to 75 cents per pack

g |M 0 K J N G  CAUSES MORE TUAN $50 BILLION IN DIRECT HEALTH CARE COSTS EACH YEAR, a c c o rd in g  to the  U .S .

C en te rs fo r  D ise ase  C on tro l and P reven tion . Econom ic p roductiv ity  lo s s e s  add an o th e r $ 5 0  b illio n , b ring ing  the
to ta l cost o f  sm ok in g  to  $ 1 0 0  b illio n  p e r year.
•  In  A la s k a , sm o k in g  is  re s p o n s ib le  f o r  2 3 %  o f  a l l  d e a th s  am on g  A la s k a n s  ag e  3 5  an d  o ld e r . D ire c t 

h e a lth  c a re  c o s ts  a t t r ib u te d  to  sm o k in g  in  1 9 9 1  f o r  A la s k a n s  in  th is  a g e  g ro u p  w e re  $ 4 5 . 6  m i ll io n . An
add itiona l $ 8 2  m illio n  w as lo s t due to  ind irect co s ts  ( lo s t p roduc tiv ity ), b ring ing  the to ta l ccc .om ic impact 
to  $ 1 2 7 .6  m illion . F o r eve ry  d o lla r  th a t's  co lle c ted  in tobacco taxes , the A la skan  econom y lo s e s  $ 7  from  th e  
im pacts o f  sm ok ing .

• S m o k e r s  u s e  5 0 %  m o re  s ic k  le a v e  and  u se  th e  h e a lth  c a re  s y s tem  5 0 %  m o re  th an  n o n -sm o k e rs .
•  C u rre n t and  fo rm e r  sm o k e r s  g e n e ra te  an  e s t im a te d  $ 5 0 1  b i l l io n  in  e x c e s s  h e a lth  c a re  c o s ts  o v e r the 

cou rse  o f  th e ir liv es , even though sm o ke rs  die an ave rage  o f 12 to  15 y e a rs  young e r th an  non -sm oke rs .
•  N o n -sm o k e rs  p ay  f o r  7 5 %  o f  a l l  g o v e rn m en t e x p e n d itu re s  on  sm o k in g - re la te d  h e a lth  c a re  th ro u g h  

ta x e s . O f the $ 5 0  b illio n  in U .S . h ea lth  ca re  expend itu res caused  d ire c t ly  by sm ok in g  in 1 9 9 3 . $ 2 2  b illion  
w as paid fo r  by governm en t funds.

•  T h e  A la s k a  L o n g  R ang e  F in a n c ia l P la n n in g  C om m is s io n  ha s 
e s t im a te d  th a t a  to b acco  ta x  in c re a s e  o f  $ 1  p e r  p a c k  on 
c ig a re t te s  an d  a  c om p a ra b le  in c re a s e  in  ta x e s  on  o th e r  
to b ac co  p ro d u c ts  w ou ld  ra is e  a p p ro x im a te ly  $ 4 3  m i ll io n  
a n n u a lly . The C om m ission  conc luded : “ T h is  ta x  inc rease  w ill 
d ram a tic a lly  low e r teenage sm ok in g  and reduce tobacco use by 
ad u lts , both  o f  which w ill reduce the S ta te s  fu tu re  expend itu res 
on h ea lth  ca re  co s ts ."

•  T o b a c c o  ta x  in c r e a s e s  r e s u lt  in  in c re a s e d  re v e n u e  and  
red u ced  c o n su m p tio n . (Sec F igu re 2 .) T h is is because fo r  most 
o f  the popu la tion  a 1 0 " .  price in c rease  w ill re su lt in about a  4".. 
s a le s  d ec lin e (w ith  h ighe r dec lin es am ong  k id s ). T he net e ffect 
o l a tobacco tax inc rease  is  that m ore money ge ts spent on few er 
c ig a re tte s , re su lt in g  in m a jo r h ea lth  and revenue ga in s.

•  In c re a s e d  to b a c c o  ta x e s  o f fe r  a w in -w in -w in  o p p o rtu n ity ,
s im u ltaneous ly  p reven ting  tobacco addiction and death , reducing 
hea lth  ca re  c o s ts , and ra is ing  revenue .

Figurr 2. C ijjir ttr Saif* 
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STATE CIGARETTE EXCISE TAX RATES
in cents per pack of 20, as o f January 1, 1996

Washington' 81.5 Pennsylvania 31.0
Michigan 75.0 A laska 2 9 .0
District of Columbia 65.0 Idaho 28.0
Hawaii 60 .0 Utah 26.5
Arizona 58.0 New Hampshire 25.0
New York 56.0 Delaware 24.0
Rhode Island 56.0 Kansas 24.0
Massachusetts 51.0 Ohio 24.0
Connecticut 50.0 Oklahoma 23.0
Minnesota *18.0 New Mexico 21.0
Illinois *14.0 Colorado 20.0
North Dakota 44.0 Louisiana 20.0
Vermont 44.0 Mississippi 18.0
Wisconsin 44.0 Montana 18.0
Texas 41.0 Missouri 17.0
New Jersey 40.0 West Virginia 17.0
Oregon 38.0 Alabama 16.5
California 37.0 Indiana 15.5
Maine 37.0 Tennessee 13.0
Iowa 36.0 Georgia 12.0
Maryland 36.0 Wyoming 12.0
Nevada 35.0 South Carolina 7.0
Nebraska 34 .0 North Carolina 5.0
Florida 33.9 Kentucky 3.0
South Dakota 33.0 Virginia 2.5
Arkansas 31.5

* Washington tax increases by Ic on 7/1/90. 
•'Alaska's tax last raised in 1989

S e e  b a c k  f o r  i n t e r n a t i o n a l  t o b a c c o  e x c i s e  t a r  r a t e s .
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“The ev idence  is u n equ ivo c a l —  the U .S . p u b lic  h as  b een  d u p e d  

by  the tobacco industry . No right-th ink ing in d iv id u a l can  igno re  

the ev idence . W e  s h o u ld  a ll b e  o u t r a g e d .... ”

Journal of the American Medical Association (July 1995)

ICOTINI-: ADDICTION IS BIG BUSINESS IN AMERICA. Total net profits of the major tobacco companies in the 
United States approach $7 billion annually. These companies spend over SO billion a year on advertising and 
promotion alone —  $16.5 million per day. Only automobiles are more heavily promoted, The most damning 
information and insights regarding the tobacco industry come from within the industry itsell:
• On addiction — In public, the industry denies that tobacco is addictive. In April 1994. in testimony before 

Congress, the heads of the nation’s seven largest tobacco companies argued that nicotine is not addictive. 
William I. Campbell, who was then president of Philip Morris, stated: "1 really don’t accept that smoking is 
addictive." In private, however, the tobacco industry has long acknowledged the obvious:

"We are, then, in the business of selling nicotine, an addictive drug. ”

So wrote Addison Yeaman, General Counsel to the Brown &  Williamson Tobacco Co.. in an internal memo 
more than three decades ago (1963). In recent years, tobacco company documents show that the industry 
has been using ammonia-based additives to boost the impact o f nicotine in cigarettes. “With ammonia, you 
get a bigger jag  with less nicotine because it is absorbed faster..." acknowledged John Krcisher. formerly of 
the industry-funded Council for Tobacco Research.

• On marketing to  kids — Tobacco industry executives have known for years that almost a ll new smokers 
are kids, and that the tobacco companies must appeal to children to maintain profitability. From Planning 
Assumptions and Forecast fo r the Period 1977-1986fo r R.J. Reynolds Tobacco Company (March 15. 1976):

"Evidence is now available to indicate that the 14-18 year-old group is 
an increasing segment of the smoking population. RJR-T must soon 
establish a successful new brand in this market if our position in the 
industry is to be maintained over the long term.”

The document was stamped "secret."
• On tobacco industry tac tic s  — Victor Crawford, a former state senator from Maryland who later became 

a tobacco lobbyist, is now one of the industry's most knowledgeable critics. As a tobacco lobbyist. Crawford 
was paid up to $200 per hour to buttonhole old colleagues and get them to back o ff on tobacco legislation. 
This a ll changed when he was diagnosed with throat cancer, a result of heavy smoking. Crawford says:

"[AJnything goes... [the tobacco companies will use]... any marketing 
gimmick, any trick, to make you want to smoke. ”

Crawford speaks out against not only the dangers of tobacco, but also about industry marketing to teenagers. 
“ It ’s too late for me." Crawford says. “ but it’s not too late for y o u .... Don’t let anybody fool you."

N
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n u rse s , h e a lth  p ro fe s s io n a ls , a n d  o th e r  p u b lic  in te re s t o r g a n iz a t io n s  advoca te  fo r them  —  in c re ase d  tobacco 

ta xe s  reduce  s m o k in g  a n d  a d d ic t io n  a m o n g  c h ild re n .

A variety of arguments have been advanced by the tobacco industry regarding increased tobacco taxes. Presented 
below are some of those arguments and responses.
1 .  A r g u m e n t :  " T h e  p u b l i c  d o e s n ' t  w a n t  m o r e  t a x e s . "

In fact , there is broad public support for major tobacco tax increases. As stated by former President Ronald 
Reagan’s U.S. Surgeon General, C. Everett Koop: “ Po lls show th a t ... Republicans and Democrats, young 
and old. men mid women [all] support a large cigarette tax.” In Alaska, a 1996 statewide survey (Mathematical 
found that 74%  o f respondents support a $1 per pack tax increase. The support was consistent among 
conservatives, liberals, and moderates. Even 55".. o f the tobacco users surveyed support the tax increase.
Manilla &  Kilcy (April 1993) found that a majority of American voters in every region of the country of 
ever}' age. income, and education level favored increasing tobacco taxes by S2 per pack. Support was strong 
among both Republicans (63%) and Democrats (66% ). Even leading tobacco-producing states such as Georgia. 
Kentucky. South Carolina and Virginia strongly supported tax increases. A CNN poll (March 1993) found 
that 83".. o f the voting public favors increasing tobacco taxes. A Wall Street Journal. NBC news poll found 
that 70".. of adults support a S2 per pack tax increase. Polls in other states confirm the same thing. Michigan 
residents recently passed a referendum to raise cigarette taxes 50 cents per pack (to 75 cents/pack) and 
the state legislature subsequently enacted the increase into law.

2 .  A r g u m e n t :  " T h e  l e g i s l a t u r e  s h o u l d  c u t  s p e n d i n g ,  n o t  r a i s e  t a x e s . "
The proposal to increase tobacco taxes is fundamentally a matter o f health policy. Increased tobacco taxes 
will prevent addiction among children and save lives. Even if there were no “ fiscal gap" in Alaska, a tobacco 
tax increase is justified to protect and promote the public health.
With state oil revenue declining, it is clear that State spending will be cut. Both the Legislature and the 
Administration have pledged to cm spending. But even after making extremely deep cuts, some level of 
taxation w ill still be needed to support basic services. Because tobacco taxes protect kids and save lives 
they enjoy broad public support and have been endorsed by a ll major health organizations, including the 
American Cancer Society. American Heart Association, and American Lung Association.

(continued on backI



Answering the Op%>$ltlon (continued)

3 .  A r g u m e n t :  " T o b a c c o  t a x e s  a r e  r e g r e s s i v e . "
I f  th e re  is an undue bu rden be ing  p laced  upon the poor, it is  the d isease  caused  by tobacco —  the h ea rt 
a t ta c k s , s t ro k e s , and can ce r w h ich  rob  fam ilie s  o f th e ir wage e a rn e rs . T he notion  th a t tobacco ta xe s  w ill 
h u rt low e r incom e ind iv idu a ls  is a m is le ad in g  excuse to  keep  tobacco ta x e s  low . S ince th e re  is ev idence th a t 
the p o o r qu it sm ok in g  in la rg e r num bers in re sponse  to  price in c reases , th ey  w ill b ene fit to  a g re a te r ex ten t 
than  m ore  a ff lu e n t soc io  econom ic g roup s . F ina lly , can it be conside red  progressive to  pe rp e tu a te  add ic tion , 
d isease  and e a r ly  death ?

4 .  A r g u m e n t :  " T a x e s  s h o u l d  n o t  b e  u  > c d  f o r  s o c i a l  e n g i n e e r i n g . "
A ll ta x e s  p roduce changes in soc ia l behav io r. S ta te  le g is la tu re s  and lo c a l g ove rnm en ts ro u tin e ly  in flu ence  
soc ia l b eh av io r th rough  tax  policy. P ro p e rty  ta x e s  d isc ou rage  p rop e rty  ow nersh ip . S a le s  ta xe s  d iscou rage 
re ta il s a le s . C ap ita l g a in s ta xe s  d isc ou rag e  p ro fit ta k in g  and re in ves tm en t. O il ta x e s  reduce re sou rce  
d eve lopm en t. Any ta x  th a t is lev ied  p rodu ce s a  soc ia l and behav io ra l re spon se . So lo n g  a s  th e re  is a need 
fo r  ta x e s  to  suppo rt basic se rv ice s , it is re a son ab le  to  id en tify  those ta x e s  th a t w ill have a  positive  im pact. 
Tobacco ta x e s  w i ll reduce d isease  and  save  liv es , re c o v e r co s ts  now  in ap p rop ria te ly  paid fo r  by the pub lic  a t 
la rg e , and reduce long -te rm  hea lth  ca re  c o s ts . In fact, to d a y ’s low  le v e l o f  ta xa tion  —  which does not re fle c t 
the huge co s ts  o f tobacco use paid fo r  by soc ie ty  a s  a w ho le  —  am oun ts to  “ soc ia l eng inee ring " by d e fau lt .

5 .  A r g u m e n t :  " I t  d o e s n ' t  m a k e  s e n s e  t h a t  a  g o v e r n m e n t  w o u l d  u s e  t a x  r e v e n u e s  f r o m  a n  a c t i v i t y  i t  i s  
t r y i n g  t o  d i s c o u r a g e . ”
In fact, it is p o ss ib le  to  have it bo th  w ays, a s  m any g ove rnm en ts  have p roven . F rom  a h ea lth  s tandpo in t, it 
w ou ld  be idea l i f  a tobacco ta x  in c rea se  cou ld  com p le te ly  e lim in a te  tobacco use. T he  fac t is th a t even w h ile  
tobacco ta xe s  e ffe c tiv e ly  reduce tobacco consum ption , th ey  a ls o  ra ise  su b s tan tia l new  revenue . In Canada 
and New Z ea land , a s  w e ll a s  C a lifo rn ia  and M ich igan , s ign ifican t tobacco ta x  in c rea se s  have produced 
con s is te n t re su lts  —  revenues a re  up and consum ption  is down. S im p ly  s ta ted , m ore m oney is spen t on 
few er c ig a re tte s . T he A la s k a  D epa rtm en t o f  R evenue p ro je c ts  that a  S I  p e r pack c iga re tte  tax  in c rease  in 
A la s k a  w ou ld  y ie ld  new  revenue o f  $ 4 2  m illio n  in the firs t y e a r a fte r  ta k in g  in to  accoun t reduced tobacco 
consum ption  a s  a  re su lt  o f price in c reases . In its  fina l rep o rt, the Long Range F inanc ia l P la n n in g  Com m ission 
a ls o  po in ted  ou t a n o th e r fisca l benefit o f  tobacco ta xa t io n : B y  reduc ing  tobacco -re la ted  h ea lth  ca re  e x p en ­
d itu res . m ore m oney is  le ft  to  pay fo r  o th e r pub lic se rv ices .

6 .  A r g u m e n t :  “ T o b a c c o  t a x  i n c r e a s e s  w i l l  l e a d  t o  s m u g g l i n g . "
The tobacco in d u s try  g re a t ly  e x agg e ra te s  the concen t o f  sm ugg ling . In  A la s k a , the p o ten tia l fo r  c ro ss - 
b o rd e r sm ugg ling  o f  C anad ian  c ig a re tte s  is  non -ex isten t —  even w ith  a  $1 p e r pack in c rease  in ta xes , 
c ig a re tte s  w ou ld  s t i l l  be cheap e r in A la s k a  than in C anada. La rge  sc a le  sm ugg ling  th rough  o th e r avenues , 
such a s  m ilita ry  b. sc s . is a ls o  not re a lis t ic , a s  such an op e ra tion  w ou ld  be ea sy  to  de tec t.

7 .  A r g u m e n t :  “ T o b a c c o  t a x e s  a r c  u n f a i r . "
Tobacco ta x e s  a rc  fu n d am en ta lly  a  u se r fee and tobacco u se rs  a re  c u rre n t ly  not pay ing  th e ir own way. In 
A la s k a , fo r  e v e ry  d o l la r  c o lle c ted  in tobacco ta x  revenue , th e  A la skan  econom y lo s e s  $ 7  due to  sm ok ing - 
re la ted  h ea lth  ca rc  c o s ts  and  lo s t p rodu c tiv ity  —  $ 2 .2 6  fo r  e v e ry  pack o f  c ig a re tte s  so ld . In c reased  tobacco 
ta xes  a re  ju s t if ie d  f i r  s e v e ra l re a son s : 1) tobacco ta x e s  a rc  th e  m ost e ffe c tiv e  w ay to  p reven t young  peop le  
from  becom ing  add icted to  n ico tine ; 2 ) sm o k e rs  cost th e  g en e ra l pub lic in th e  fo rm  o f  added hea lth  ca re  
co sts ; and  3 ) m ost sm o k e rs  w ant to  qu it, and ra is in g  the p rice o f  tobacco p roduc ts  p rov id es an added 
incentive .
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POSITION STATEMENT ON HB 431 
Additional Tax on Tobacco Products

Representative Jeannette James - 
Room 102, Capitol Building 

Juneau, Ak. 99801 
March 6,1996

I have always been a non-smoker and have a strong dislike for smoking You would think 
that I would jump at the chance to impose any amount o f  taxes on cigarettes and tobacco 
products, but I am not in favor o f  H B 431. I am in support o f  efforts to reduce the 
number o f  smokers in general and especially those underage. It is true, habits and 
addictions that arc acquired while a person is still growing arc nearly impossible to break.
I also understand that raising the price has shown in other areas o f  the U.S. and in Canada, 
to reduce the number o f  young smokers. But, I believe we need a comprehensive plan if 
we arc truly going to make a real difference, part o f  which could be a tax program. 
Smoking is a terrible habit and extremely dangerous for a persons health. In Alaska, I
don't believe that implementing this tax will, by itself, accomplish the desired goal and
may cause other problems as unintended consequences.

"The Alaska Native Community-Oriented Tobacco Project" implemented a program in 
three villages from 1991 to 1994. They accomplished some success by implementing a 
program to stop children from smoking in the school, with the family, and in the 
community They were able to, (1 ) reduce the amount o f  recent tobacco use by 
children in grades 2-6 by 10% , (2 ) reduce by *0% the number who perceived themselves 
as smokers in the future, and (3 ) increase by 10% the number o f  children who report that 
their family talked about tobacc )  issues. Their project was very successful in two out o f  
three villages where the program was tried. In the village where their goals were not 
reached, fewer family o r community interventions were implemented. They concluded 
that, "The massive problem o f  tobacco use in Alaska will not be 'fixed' with a small Band- 
Aid."

It is interesting to note that all legislative surveys relating to the Long Range Financial 
Planning Commission's report indicate a large percentage o f  people would support "sin
taxes", that is increasing taxes on tobacco and alcohol, but they say nu to any new
motor fuels tax. Docs it make a difference who pays the tax before people support it? I 
think it docs! It is easy to support a tax that someone else pays, and easy to rationalize 
that it is for their own Rood!

A letter I received from Jeanne Monk and Ron Gleason, co-facilitators o f  the Mayor’s 
Task Force on Youth in Juneau said, "A statewide survey conducted in January 1996 
found that 74%  o f  the respondents support a $1 a pack tax increase 86%  o f  the



respondents support the tax increase i f  it will prevent or reduce smoking among children 
and teenagers." Since the amoutu o f  smokers statewide is determined to be about 28% , it 
looks to me like those who d tm ll smoke are willing to tax those who do and that 12% 
(86%  - 74% ) support the tax as a way to stop young people from smoking. The numbers 
would tend to indicate the other 74%  support is for the money it will bring in.

Certainly I am willing to support a program that will stop children from taking up 
smoking. But this tax proposal is discriminatory and I fear it would collect from those less 
able to pay. I f  we need more money in the coffers, then we should all pay some!

People who arc already addicted to smoking will not quit because it costs more. The net 
result will be that they will then have less money for food and other basic needs.
According to a 1995 DHSS Youth Risk Behavior Survey 5.1%  o f  high school age 
smokers stole their cigarettes and 18.6% o f  middle school age smokers stole thcm.( see 
attached charts) I fear making them more expensive will cause more stealing o r black 
market availability. It is interesting to see these charts which indicates where these young 
people get their cigarettes.

We can make a difference i f  we enforce the law which makes it illegal to sell cigarettes to 
minors o r fo r a minor to be in possession o f  tobacco products. HB365 will do that and I 
am a co-sponsor on that bill. This law would allow a person under the age o f  19, working 
in cooperation with a peace officer, to make a controlled purchase o f  a product containing 
tobacco in order to obtain evidence o f  the violation o f  AS 11.76.100, (selling to a minor). 
In Juneau a group o f  concerned citizens have been working in this area. I understand as 
well that they have penalties for youth caught smoking. I am pleased to know there arc 
those who would take an active role in these efforts. As long as we sit idly by and do 
nothing to enforce the uws already on the books and take the easy way out by enforcing a 
tax, we will never be able to get control over this issue.

Particularly in the bush areas, young people will stop smoking when it is not socially 
acceptable to do so and also when the parents understand that it is dangerous to their 
health. The 1991 Surgeon General's report "Preventing Tobacco Use Among Young 
People" concludes in part, "Adolescents with lower levels o f  school achievement, fewer 
resistance skills, friends who use tobacco and lower self-images arc more likely to use 
tobacco. I f  the parents use tobacco, then the children arc more likely to use tobacco. 
Community-wide efforts, which include tax increases, reduced access, mass media 
c a m p a i g n s  a n d  s c h o o l - b a s e d  programs are successful in reducing adolescent use o f  
tobacco." I believe i f  we arc serious about addressing the adolescent smoking issue, we 
will put forth a comprehensive plan o f  which a tax increase is only a part and funds 
collected ought to be used to finance the rest o f  the plan Using the tax as a method o f  
beefing up our financial position as staled in the Long Range Financial Plan is not being 
honest about the reasons for the tax.

State o f  Alaska Epidemiology' Bulletin, dated January 12. 1996 indicates that in Alaska the 
highest smoking prevalence is found in the Bush region, and the lowest in the Urban



region. A table indicating the percentages o f  men and women smokers both Alaska Native 
and All Races is reproduced here and extended to include the calculation excepting Alaska 
Natives:

Alaska Natives All Races All other except Alaska
who smoke who smoke Natives, who smoke

Men 46 .5%  28 .1%  ’  24 .73%
Women 39.3%  25.0%  22.47%

The fiscal note filed by the Income and Excise Division indicates an additional $33.4 
million could be expected i f  this tax were implemented this year. Using the above 
numbers to determine how much o f  this tax would be paid by Alaska Natives, $20.6 
Million would come from them.

1 believe there is an economic unbalance already existing for Alaska Natives both living in 
the Bush and Urban areas, and it seems this is an unfair tax on them. I believe there arc 
much better ways to encourage non-smoking among these people. People tend to live a 
healthier life style when they see real purpose and opportunity in their life.

Please note that those adolescents that are vulnerable to tobacco use have a greater need 
fo r building selfesteem. Tobacco use is a symptom o f  other needs. Just removing the 
tobacco will not make the other needs go away. These young people need more attention 
than just taking tobacco away. These same children tend to have more problems, not 
because they use tobacco products, but because o f  other weaknesses. They need our total 
support. I f  we arc going to help these children make a good place fo r themselves in 
society and live a healthy life style, we need to help the wliolc child. I understand the 
argument, " i f just one child could be saved," but everything has its price and this price is 
too high!

I have received many letters and POM's urging me to support this piece o f  legislation (and 
some in opposition, too .) I have tried here to explain to you my reasons for opposing the 
bill. I am willing and will support some comprehensive plan o f  which the main goal is to 
reduce smoking, but I don’t believe HB431 is the right approach and in fact, I believe it 
will cause more problems than it solves and besides it is noL fa irl



THE FO LLO W ING  CHARTS W ERE TAKEN FROM 1995 ALASKA 
YOUTH R ISK  BEHAVIOR SURVEY (YRBS) 

DATE FEBRUARY 1996

W here  a rc  S tu d e n ts  G ettin ti  C igare ttes?

The most common way middle 
school students obtain 
cigarettes is by borrowing them 
from someone else (37.2%  o f  
smokers); very few middle 
school smokers purchased 
cigarettes themselves at a store 
or vending machine in the 30 
days prior to the survey.

1995 Alaska YRBS'MiddJo School Results

U sua l S o u rc o  o f  C iga re ttes  In  Past 30  D ays

StolaTfcem _____ S o ..*00#
ElMB'ught

Bought at a 
Stora 2 8 %

„  . .  ,  ,  . Vending
SorooOther 1 /  I ->̂

w  I  9« v t  /  / Machlna 2 0 %

•Anxrig M e n t s  imc* < 9 " ? tT r r^ & i> i Borrowed

U sua l S o u rc o  o f C iga re ttes  in  Past 30  Days*

W here  a re  S tu d en ts  G etting  C igare ttes?

1995  A laska Y R B S  H ig h  Schoo l Rosuits

During the 30 days prior to 
the survey, most Alaska 
high school students 
obtained cigarettes in the 
following ways: borrowed 
from someone else, 
someone else bought the 
cigarettes, or the student 
purchased his/her own 
cigarettes. Few use 
vending machines.

1 8 %

•Artvng vm*»d ogaracai« paU 30 dir»



1. R e m o v e  i n d e x i n g .

2. I n t e n t  l a n g u a g e :

It is the in ten t o f the legis la ture that, subject to approp ria tion , 10% o f 

these new tax revenues shall be u tiliz e d fo r estab lish ing an 

aggressive an ti-tobacco campaign ta rge ting ch ild ren and 

adm in is te red by Department o f Health and Social Services. Further, 

it is also the in ten t o f the leg is la ture that, subject to approp ria tion , an 

add itiona l 1 0% o f these new 'cvcnucs shall be u tiliz ed by 

Department o f Pub lic Safety and as pass-through grants tp
£  V

m un ic ip a lit ie s to detect and prosecute those who purchase or 

o the rw ise supp ly tobacco to ch ild ren .

3 / 2 6 / 9 6

CSSB 210 (STA)



S B .  2 1 0 /SB

h t l i _ 2 3 4 . -.  T u b u i c o .  T u m 1*

B y  Senate Rules b y  Request of M R F P C  

Referred S T A .  J U D ,  f IN

Increases excise tax on cigarettes f r o m  current 1 2  mils to graduated 

scale of 6 2  mils through 6 / 3 0 / 9 9 ,  to 8 6  mils plus additional 1 2  mils 

ea c h  three year period after 6 / 3 0 / 2 0 0 3 .  A l s o  increases excise tax o n  

s m o k e l e s s  t o b a c c o  f r o m  current 2 3  percent of wholesale to 1 0 0 % ,

S chool F u n d  G F  

L ' .u rm it  .tilA  S . 0 5  $ . 2 4
1 0 / 1 / 9 6 = $ 1 . 2 9 $ . 0 5 $ 1 . 2 4

7 / 1 / 9 9 = $ 1 . 5 3 $ . 0 5 S I . 4 8

7 / 1 / 0 2 = $ 1 . 7 7 $ . 0 5 $ 1 . 7 2

7 / 1 / 0 3 = $ 2 . 0 1 $ . 0 5 $ 1 . 9 6

S B  2 1 0  - . T o b n c c t t  T a >

B y  Sen. Ml I is 

Referred to S T A ,  F I N

Identical to S B  234: further a d d s  a C P I  tax adjustment w h e r e

warranted a n d  provide a public notice of change.

B o t h  bills h a v e  an effective date of 10/1/96.

3 / 2 6 / 9 6  

C S S B  2 1 0  ( S T A )

I. R e m o v e  indexing.

I •
Intent language: I 0 rf of n e w  r e v enue should b e  used for aggrcsive

anti-tobacco c a m p a i g n  targeting children a n d  1 0 %  for e n f o r c e m e n t  

grants to r.i. to detect a n d  prosecute those w h o  purchase r t 
o t h e r w i s e ^ a p p l y  tobacco to kids. »

1st administration b y  D H S S  ,, , , i<
t :  I -  /
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1. R e m o v e  indexing.

Intent language: 1 0 %  of n e w  r e v enue should be used for aggrcsivc

anti-tobacco capipaign targeting children a n d  1 0 %  for e n f o r c e m e n t

grants to • to detect a n d  prosecute those w h o  purchase

otherwise apply t o b acco to kids.

1st administration b y  D I I S S  '

f

j
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CSSB 210 (STA)

1 . R e m o v e  i n d e x in g .

I} '
In len t language: 10% o f new revenue should be used fo r aggrcsivc
an ti-tobacco campaign targe ting ch ild ren and 10% fo r enfo rcement
grants to ■ to detect and prosecute those who purchase
otherw ise app ly tobacco to kids.

1st adm in is tra tion by DHSS
lu  e ...

2nd to /a __________'<____ DPS . f .

~  •
w  c
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Response to Representative Icanncttc lames'
POSIT ION STATEMENT ON HB 431 
Add itiona l T ax on Tobacco P roducts

by Anne M . W a lk e r , Executive D irecto r, A laska Native Health Board
March 12. IPP ti

Y e s te rd a y  I w a s  s tu n n e d  to re ad  a  p o s it io n  s ta tem en t o n  H o u s e  H ill 431 re le a s e d  by  

R ep re se n tJ t .e e  Jeannette  James tha t c o n ta in s  so  m a n y  fa ls e h o o d s  a n d  In a c c u ra c ie s  a n d  

m is c o n c e p t io n s  a b o u t  A la s k a  N a t iv e  p e o p le  tha t I fee l c o m p e lle d  to  re s p o n d .

H o u s e  B ill 4 3 1. in t ro d u c e d  b y  R e p re se n ta t iv e  C on  B u n de  (R - A n c h o ra g e ) , w o u ld  ra is e  

th e  state c ig a re t te  ta x  to S l . 2 ^  p e r  p a c k  a n d  th e  tax o n  o th e r  to bacco  p ro d u c ts  to 

i 'J 0 %  o f  the w h o le s a le  p r ic e .

T h e  A la s k a  N a t iv e  H e a lth  B oa rd  s t ro n g ly  s u p p o r ts  th is  le g is la t io n  a n d  h a s  Joined w it h  

the  A m e r ic a n  C an c e r  S oc ie ty . A m e r ic a n  L u n g  A s s o c ia t io n , a n d  A m e r ic a n  H ea rt 

A s s o c ia t io n  to le a d  a c a m p a ig n  fo r its  p a s s a g e . O u r s u p p o r t  is  b a s e d  o n  re se a rc h  w h ic h  

s h o w s  tha t a m a jo r  In c re ase  in  to bacco  u x e s  Is the s in g le  m o s t e ffec tive  a n d  e ff ic ie n t 

to o l w e  h a v e  to re duce  to bacco  u se . e s p e c ia lly  a m o n g  k id s . T h e  N a t io n a l C ance r 

In s t itu te  h a s  s tJ ted  that " tobacco  ta x a t io n  m us t be c o n s id e re d  a n  e s s e n t ia l a n d  p r im a r y  

c o m p o n e n t  o f a n y  c o m p re h e n s iv e  to b ac co  c o n t ro l p r o g r a m .”

D e s p ite  the  o v e rw h e lm in g  e v id e n c e  In fa v o r  o f to b ac co  tax In c re a s e s , a n d  d e sp ite  the 

fac t tha t A la s k a  h a s  o n e  o f the  h ig h e s t  ra tes  o f s m o k in g  a n d  s m o k in g - re la te d  d e a th  in  

the  c o u n t ry , o u r  state c iga re tte  tax Is b e lo w  the n a t io n a l a v e ra g e  a n d  h a s  a c tu a lly  been  

a l lo w e d  to fa ll s ig n if ic a n t ly  in  rea l te rm s  (d u e  to in f la t io n )  for d e c a d e s .

I w o u ld  n o w  lik e  to a d d re s s  spec if ic  s ta tem en ts  m a d e  b y  R e p re se n ta t iv e  la m e s  in  he r 

p o s it io n  p a p e r  o n  I IB 4 3 1 .

•  R e p re s e n ta t iv e  Jam es w r ite s , "In A la s k a , I d o n 't  b e lie v e  that im p le m e n t in g  th is  tax 

w i l l ,  b y  Itse lf , a c c o m p lis h  the d e s ire d  g o a l . . ."

O u r r e s p o n s e : N o  o n e  w it h in  tho to b ac co  c o n t ro l m o v e m e n t  b e lie v e s  th a t a to bacco  

ta x  In c re a se  is  T H E  a n s w e r  to e n d in g  the  e p id e m ic  o f  to bacco  re la te d  d e a th  a n d  

d is e a s e  in  A la s k a . But w e  h a v e  n o  re a so n  to d o u b t  A m e r ic a n  C ance r Soc ie ty  

e s t im a te s  tha t HB 4 3 1 . if  e n a c te d , w o u ld  b r in g  a b o u t  a  3 2 %  re d u c t io n  in  y o u th  

s m o k in g  In A la s k a  a n d  a  1 6 %  re d u c t io n  in  s m o k in g  a m o n g  a d u lt s . T he se  f ig u re s  

c a n n o t  be  Ig n o re d . T h e y  re p re se n t h o u s a n d s  o f c h ild r e n  w h o  w o u ld  be  s p a re d  the 

t r a g e d y  o f n ic o t in e  a d d ic t io n  a n d  su b se q u e n t d is e a s e  a n d  e a r ly  d e a th  c a u se d  b y  

to b a c c o  u se .

O f c o u rs e  w e  s u p p o r t  a ll e ffo rts  to re duce  to b ac co  u se  In  A la s k a , in c lu d in g  p a s s a g e  

o f c le a n  in d o o r  a ir  la w s , e n fo rc em en t o f  e x is t in g  y o u th  access  la w s , a n d  im p ro v e d  

e d u c a t io n  a n d  p u b lic  a w a re n e s s  p ro g ra m s . W e  w o u ld  p o in t  ou t tha t o th e r  stJ tes 

h a v e  u se d  to b ac co  ta x  re ve n u e s  to  fu n d  such  e ffo rts , w it h  g re a t  success . W h e r e  

d o e s  R e p re s e n ta t iv e  la m e s  p ro p o s e  the  m o n e y  c o m e  trorn fo r these  p ro g r a m s  in  

A la s k a ?  If s h e  is  s in c e re  a b o u t w a n t in g  to lig h t  the to b ac co  e p id e m ic  in  A la s k a , she

1
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w i l l  s u p p o r t  the c u rre n t  to bacco  la x  le g is la t io n  a n d  then  s p o n s o r  a d d it io n a l 

le g is la t io n  to  fu n d  o th e r to bacco  c o n t ro l p ro g r a m s .

•  R e p re se n ta t iv e  la m e s  p o in ts  to the A la s k a  N a t iv e  C o m m u n it y - O r ie n te d  T o b a c c o  

1’ro jcc t as  a m o d e l p r o g r a m  because  a s  a d e m o n s t ra t io n  p ro |c c t , it w a s  a b le  to 

re duce  recent to bacco  use  b y  e le m e n ta ry  s c h o o l c h ild r e n  b y  1 0 %  In tw o  ou t o f the 

th ree  v il la g e s  in  w h ic h  it w a s  im p le m e n te d . R e p re se n ta t iv e  la m e s  m e n t io n s  tha t 

fa m ily  a n d  c o m m u n it y  in te rv e n t io n s  w e re  the ke y  to  success  In th o se  tw o  v i l la g e s .

Q u r  r e s p o n s e : F irst o f a l l ,  w e  w o u ld  p o in t  ou t that a  1 0 %  re d u c t io n  in  t o b jc c o  use 

is  a fa r c ry  fro m  3 2 %  (the  e s t im a te d  re d u c t io n  in  y o u th  s m o k in g  if HB 431  Is 

e n ac te d ) . W e  w o u ld  a ls o  p o in t  o u t that t il ls  lit t le  d e m o n s t ra t io n  p ro je c t cost 

S3 M .0 0 0  to im p le m e n t  o v e r  th ree  y e a rs . W e  d o  b e lie v e  It is  a w o r t h w h i le  p ro je c t 

a n d  h a v e  s u p p o r te d  its c o n t in u a t io n  pa s t the d e m o n s t ra t io n  p h a s e . H o w e v e r , the re  

is  no  lo n g e r  a n y  m o n e y  a v a i la b le  to h ire  c o m m u n ity  p re v e n t io n  w o r k e rs , a n d  the 

p ro je c t h as  no t been  a s  succe ss fu l s in c e  the m o n e y  d r ie d  u p .

C e rta in ly  to b ac co  ta xe s  s h o u ld  n o t re p la c e  c o m m u n it y  d e v e lo p m e n t  e ffo rts . A la s k a  

N a t iv e  H e a lth  B o a rd , a n d  a l l  o f o u r  m e m b e r  o r g a n iz a t io n s , a rc  a c t iv e ly  in v o lv e d  in  

o u t re a c h  e ffo rts  a im e d  at c h a n g in g  a tt itu de s  a n d  n o rm s  a b o u t  to b a c co  u se  In r u ra l 

A la s k a . But these  e ffo rts  c a n  be g re a t ly  a id e d  b y  the e c o n o m ic  d is in c e n t iv e s  fo r 

to bacco  use  re s u lt in g  from  tobacco  ta x a t io n , a s  w e ll a s  the re ve n u e s  ra is e d  b y  a  

to b a c c o  tax  in c re a s e  w h ic h  c o u ld  h e lp  fu n d  v a lu a b le  h e a lth  p r o m o t io n  p r o g r a m s .

•  R e p re se n ta t iv e  la m e s  re fe r : to a to bacco  tax a s  a "s in  tax ."

O u r  r e s p o n s e : No w o n d e r  she  fee ls  to bacco  ta xes  a rc  u n fa ir . She Is v ie w in g  th e m  as  

a  p u n it iv e  m e a s u re  a im e d  a t sm o k e rs  In s te ad  o f  a s  a  p re v e n t iv e  h e a lth  m e a s u re  

a im e d  a t k id s . W e  d o  not b e lie v e  tha t s m o ke rs  a re  s in n e rs . W e  b e lie v e  tha t sm o ke rs  

a n d  n o n - s m o k e rs  a l ik e  a rc  v ic t im s  of the to bacco  in d u s t ry . T o b ac co  ta xes  a re  health  
taxes, no t s in  ta xes .

•  R e p re se n ta t iv e  la m e s  re fe rs  to a  s ta te w id e  o p in io n  p o l l  w h ic h  fo u n d  tha t 7 4 %  o f 

re s p o n d e n ts  s u p p o r t  a S i p e r  p ac k  c ig a re tte  tax  in c re ase  a n d  that 8 6 %  w o u ld  

s u p p o r t  it i l  th e y  felt su re  it w o u ld  re duce  s m o k in g  b y  y o u th . R e p re se n ta t iv e  James 

th e n  g o e s  on  to sa y  th a t she  a s s u m e s  it is  n o n - sm o ke rs  w h o  s u p p o r t  the  tax  a n d  

s m o k e rs  w h o  a re  o p p o s e d . She fu rth e r  a s s u m e s  that s u p p o r t  is  s t ro n g e r  fo r a lc o h o l 

a n d  to bacco  ta xe s  th a n  fo r m o to r  fu e ls  taxes  b e c au se  "othe r p e o p le "  p a y  the  "s in  

ta xe s ."

O u r  r e s p o n s e : T h e  a s s u m p t io n  that o n ly  n o n - sm o ke rs  s u p p o r t  to b acco  ta xes  is  

a b s o lu t e ly  fa ls e . T he  s u rv e y  to w h ic h  R ep re sen ta t ive  James re fe rs  fo u n d  tha t the 

7 4 %  o f A la s k a n s  w h o  s u p p o r t  a  S I p e r  p a c k  c ig a re tte  ta x  in c re a s e  in c lu d e s  5 5 %  o f 

the  s m o k e rs  w h o  w e re  s u rv e y e d . S even ty- tw o  p e rc e n t o f  s m o k e rs  s a id  th e y  w o u ld  

s u p p o r t  the  tax is  th ey  k n e w  if w o u ld  re duce  y o u th  s m o k in g .

F u r th e rm o re , I w o u ld  v e n tu re  to g u e s s  that the re a so n  a lc o h o l a n d  to b a c c o  ta xes  

a re  m o re  p o p u la r  th a n  m o to r  fu e ls  ta xes  is  not b e c au se  fe w e r p e o p le  u se  the  

p ro d u c ts  (m os t A la s k a n  a d u lt s  c o n s u m e  a lc o h o l, yet a lc o h o l taxes  a re  a lm o s t  a s  

p o p u la r  a s  to b acco  ta x e s ) , b u t b ecause  m os t of u s  re c o g n iz e  the  d a m a g e  d o n e  to

2
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soc ie ty  b y  the use  o f these  d ru g s  a n d  w e  a ls o  re c o g n iz e  that they  a re  no t e s sen t ia l 

c o m m o d it ie s , l ik e  g a s o lin e .

•  R e p re se n ta t iv e  la m e s  w r ite s  that " peop le  w h o  a re  a lre a d y  a d d ic te d  to s m o k in g  w i l l  

n o t  q u it  b e c a u s e  it costs  m o re ."  She fu rth e r  states that r a is in g  the p r ic e  o f  to bacco  

p ro d u c ts  w i l l  s im p ly  le a d  to m o re  s te a lin g .

O u r  r e s p o n s e : In  fact. It is e s t im a te d  that a  S I p e r  p a c k  Inc rease  in  the state 

c ig a re tte  tax w o u ld  re duce  s m o k in g  a m o n g  a d u lts  b y  1 6 %  A lm o s t th re e - fo u rth s  o f 

A la s k a n  a d u lt  s m o k e rs  want to quit (AK  D IIS S . 1 9 93 ). M o s t  sm o ke rs  d ie  h e a lth  

c o n c e rn s  a n d  f in a n c ia l c o n c e rn s  a s  the ir m a in  re a s o n s  fo r w a n t in g  to q u it  (C en te rs  

fo r  D is e a s e  C o n t ro l, 1 994 ) . B e lie ve  it o r n o t . the re  a ie  s m o k e rs  w h o  s u p p o r t  the 

to bacco  ta x  In c re a se  p re c is e ly  b e cause  th e y  th in k  It m ig h t  p ro v id e  the  a d d it io n a l 

in c e n t iv e  th e y  n e e d  to f in a l ly  k ic k  the  h a b it . A nd  they  ju s t m ig h t  be  r ig h t .

In  re g a rd  to  s te a lin g : T h is  p ro b le m  is e a s ily  s o lv e d  b y  k e e p in g  a l l  to bacco  p ro d u c ts  

lo c k e d  u p  o r  b e h in d  the  c o u n te r . H o w e v e r , the to b acco  c o m p a n ie s  p a y  s to re  

o w  ic rs  to ke e p  c ig a re tte s  In e a s ily  a c ce ss ib le  se lf- se rv ice  d is p la y s . O th e r s ta le s  

h a ' c p a s s e d  le g is la t io n  to b a n  se lf- se rv ice  d is p la y s  fo r to b a c co  p ro d u c ts . 

R e p re s e n ta t iv e  la m e s  s h o u ld  c o n s id e r  s p o n s o r in g  such  le g is la t io n  in  A la s k a

•  Representative Janies says that she supports efforts (and legislation such as HB 
365) to improve enforcement o f state laws agalnsi selling tobacco products to 
minors, and that she a lso favors stricter enforcement of laws banning possession ot 
tobacco by youth.
O u r  r e s p o n se : H o u se  B ill 3 6 5  w o u ld  a l lo w  k id s  to w o rk  w ith  e n fo rc e m e n t a g e n c ie s  

in  c o n d u c t in g  u n d e ra g e  s t in g  o p e ra t io n s  to f in d  o u t w h ic h  s to res  a re  s e l l in g  to bacco  

to m in o rs  (u n d e r  a ge  19 ). T h is  b i l l ,  if  p a s s e d , m a y  a c c o m p lis h  som e  g o o d  jj[ p o lic e  

d e p a r tm e n ts  c h oo se  to take  a d v a n ta g e  o f it . T h a t 's  a  v e ry  b ig  if . I th in k  it is  sa fe  to 

a s s u m e  tha t in  m o s t c o m m u n it ie s  a ro u n d  the  sta te , th is  le g is la t io n  w i l l  h a v e  no  

e ffect at a l l .  ju s t a s  m os t o th e r  y o u th  access p ro v is io n s  h a v e  h a d  no  e ffec t. A tobacco 
tox increase, on the other hand, would have an immediate and substantial effect on tobacco 
consum ption in every com m unity in the state, at no cost to local police departments or state  
governm ent.

R e g a rd in g  p u n is h in g  k id s  for p o s s e s s io n  o f to b ac co : W o u ld n 't  it m a k e  m o re  sense  

to ta k e  s teps  to prevent n ic o t in e  a d d ic t io n  fro m  o c c u r r in g  in  the first p la c e , th a n  to 

g o  a fte r k id s  w h o  a rc  a lr e a d y  a d d ic te d ?  A n d  h o w  d o e s  R ep re se n ta t iv e  fam e s  

p ro p o s e  to p a y  fo r  the e x tra  p e rs o n n e l w h o  w o u ld  s p e n d  the ir t im e  s t a lk in g  y o u n g  

s m o k e rs  a n d  h a n d in g  o u t  ticke ts?

•  R e p re se n ta t iv e  fam e s  s ta le s  tha t o i th e  S 3 3 .4  m i l l io n  in  a d d it io n a l re ve n u e s  tha t 

w o u ld  be  ra is e d  b y  the to bacco  ta x  in  the firs t y e a r . S 2 0 .6  m i l l io n  (a lm o s t  6 2 % )  

w o u ld  c o m e  fro m  A la s k a  N a t iv e s .

O u r  r e s p o n s e : I t r u ly  c a n n o t  c o m p re h e n d  h o w  R ep re sen ta t ive  la m e s  c a m e  u p  w ith  

th is  f ig u re  She  p ro v id e s  d a ta  w h ic h  s h o w  th a i a p p r o x im a t e ly  -13%  o f  A la s k a  N a t iv e s  

s m o k e . F.ven if she  m is in te rp re te d  th is  to m e a n  that •13°t o f A la s k a n s  w h o  sm o ke

3
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a rc  N a t iv e  (w h ic h  is  c le a r ly  a b s u rd , s ince  o u r  p e o p le  o n ly  c o m p r is e  1 6 %  ot the state  

p o p u la t io n ) ,  the f ig u re s  s t ill d o n 't  a d d  u p

R e ga rd le s s  o f h o w  she  concoc ted  h e r  f ig u re s , it is  ir re s p o n s ib le  fo r R e p re s e n ta t iv e  

la m e s  to p a s s  th is  p r o p a g a n d a  o ff a s  fact.

F u r th e rm o re . I g r e a t ly  resent he r p a t r o n iz in g  a tt itu d e  to w a rd  A la s k a  N a t iv e s . 

R e p re se n ta t iv e  James p o rt ra y s  to b acco  use a s  a N a t iv e  p r o b le m  a n d  then  o ffe rs  

a d v ic e  o n  h o w  to e n c o u ra g e  n o n - s m o k in g  a m o n g  "these p e o p le ."

t w o u ld  s u gge s t tha t R ep re sen ta t ive  James lis ten  to N a t iv e  le a d e rs  a n d  c o m m u n it y  

m e m b e rs  a b o u t  h o w  best to a d d re s s  the  s o c ia l a n d  h e a lth  p ro b le m s  in  N a t iv e  

c o m m u n it ie s . A n d  in  re g a rd  to the to bacco  is s u e , I u rge  he r to c o n s id e r  the fact tha t 

a lt h o u g h  ra tes  o f to bacco  use In  the N a t iv e  p o p u la t io n  a rc  h ig h , 8 2 %  o f A laska  
N atives support a $ I per pack increase In the sta te cigarette tax.

•  F in a l ly , le a n n e tte  la m e s  e n d s  he r p o s it io n  p a p e r  b y  s ta t in g  that to b ac co  ta xes  a re  

s im p ly  n f iL ia i l-

O u r  r e s p o n s e : H o w  fa ir  is  it tha t non-sm okers in  th is  c o u n t ry  p a y  7 5 %  o f a ll 

g o v e rn m e n t  e x p e n d itu re s  to  treat s m o k in g - re la te d  I lln e s s ?  H o w  fa ir  is  it tha t non-  

s m o k e rs  c a r r y  a  d is p ro p o r t io n a t e  s h a re  o f the  e c o n o m ic  b u rd e n  o f to bacco  use  in  

A la s k a ?  (T he  to ta l e c o n o m ic  Im p ac t is  a lm o s t  $ 3 0 0  m il l io n  a y e a r , a c c o rd in g  to the 

D e p a rtm e n t  o f  H e a lth  a n d  S oc ia l S erv ices . ) A n d  f in a l ly ,  is  it fa ir  to o u r  c h ild r e n  not 

to use  the  be s t w e a p o n  w e  h a ve  in  the  to bacco  w a rs , o n e  w h ic h  w o u ld  save 

th o u s a n d s  o f  liv e s?  It is not fair, a n d  it Is not right.

A g a in , n o n e  o f u s  b e lie v e  tha t a tobacco  ta x  in c re ase  w i l l  e l im in a te  to b ac co  use In  

A la s k a . W e  d o  b e lie v e  that It w i l l  h e lp  c n o rm o u s lv . a n d  that a n y  h a rm  c a u s e d  by  

r e g re s s lv ity  is  fa r  o u tw e ig h e d  by  the  p o te n t ia l b e n e f it  o f  re d u c e d  a d d ic t io n  a n d  d is e a s e .

W e  u rg e  R e p re s e n ta t iv e  la m e s  to is su e  a  re tra c t io n  to h e r  e a r l ie r  s ta tem en t o p p o s in g  

HP 431  a n d  re c o n s id e r  the to bacco  tax q u e s t io n . W e  u rg e  h e r  to s c h e d u le  a h e a r in g  fo r 

HB 431 In  H o u se  State A ffa irs  a s  s o o n  a s  p o s s ib le . It Is w rong  to d en y  a h ea rin g  o n  th is  
h ill w hen the  p u b lic  o verw h e lm in g ly  su p p o rts  It! W e  w i l l  be  h a p p y  to p ro v id e  R e p re se n ­

ta t iv e  la m e s  a n d  o th e r  le g is la to rs  a n d  m e m b e rs  o f  the p u b l ic  w ith  a d d it io n a l in f o rm a ­

t io n  on  th is  to p ic .

4



American  Heart
A s s o c i a t i o n * ® ^

Al.lvkj A l l i lu l f
2?,V I i. -12nil Avenue
A ncho fjj’c, Alaska W MIX
IW 7 i M,.V1||I
IAXiy07i.V.V.M2l
Toll Free l-MKi-242-8721

The Anchorage Daily News 
P.O. Box 149001 
Anclioragc. AK 99514-9001

RE: Response lo editorial 0( 3- 19-96 entitled “Tax Addiction 
Con act: Suzanne Mcunicr. Executive Director (907) 563-3111 ext. 22 
cc: Members o f  the Alaska Legislature

To the Editor,

A recent editorial (“Tax Addiction," 3-19-96) examining the proposed state tobacco tax increase 
suggests that revenues from the tax would be better spent by non-profit health groups with a strong history 
of sm oking prevention than by the state. While we appreciate the editorial sta ff s confidence in our public 
health expertise and our ability to effectively spend tens of m illions o f dollars to reduce tobacco use am ong 
Alaskans, we arc nonetheless compelled to reply to several inaccuracies which led to the conclusion that the 
current tax proposal is not a solid public health measure in and o f  itself.

Primarily, the editorial expresses doubt that a one dollar increase in the pack pnee o f  cigarettes 
will have an impact on teen smoking. This doubt is simply unfounded. Following years o f  health and 
econom ic analyses, virtually even  major health organic ion in the country (including the U.S. Surgeon 
Generals, the American Medical Association, and the Institute o f  M edicine) has concluded that tobacco tax 
increases arc the single most effective prevention strategy we can employ to reduce tobacco use And. 
according to the U.S. General Accounting Office, the strategy is approximately three imics more effective 
with children than with adults Perhaps the National Cancer Institute best summarized the research 
findings in a 1993 statement “Few measures exhibit the speed and magnitude achieved by increasing 
taxation by tobacco products....Increasing tobacco excise taxes must be considered an essential and primary 
component o f  any comprehensive tobacco control program “

Secondarily, the editorial supposes tlint the state administration is focused strictly on the economic 

impact of the tax and not the hcahh impact This :s simply no: :r u : In  f,tc«. the Department o f Revenue’s 

fiscal projections for the proposed one dollar increase predict an 18% decline in tobacco consumption in the 
first year alone. The Department of Revenue based their projections on calculations recommended by the 

1994 U S  Surgeon General's Report Despite this dramatic decline in tobacco use. the lax increase is such 

that revenues w ill still increase significantly, creating a win-win situation for the citizens of Alaska

Our state policy makers have a choice: they can maintain the current tobacco tax structure and 

watch as one-fifth of our children continue to graduate form h igh school as nicotine users, or they can 

support an increased tobacco tax structure which w ill decrease tobacco use among our children and afford a 

healthier futuic for our state The American Heart Association w ill continue to work for that healthier 

future for all Alaskans and trust that our elected policy makers w il l support our efforts

Sincerely.

President.

American Hear. Association. Alaska Affiliate

I'.raw rcnrtnKr tk  A’ntin..in H c j»: A»w*.uinr. Ala.*.* Adiliairinytvr ml:
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The Anchorage Times 
P.O. Box 100040 
Anchorage, AK 99510

RE: Response lo editorial of 3-19-96 entitled "Tax Addiction

Contact: Suzanne Mcunicr. Executive Director (907) 563*3111 ext 22 
cc: Members of the Alaska Legislature

To the Editor,

A recent editorial ("Tax Addiction." 3*19*96) examining the proposed state tobacco tax increase 
suggests that revenues from the tax would be better spent by non-profit health groups with a strong history 
of smoking prevention tlian by the state. While we appreciate the editorial stafTs confidence in our public 
health expertise and our ability to effectively spend tens of millions of dollars lo reduce tobacco use among 

Alaskans, we arc nonetheless compelled to reply to several inaccuracies which led to the conclusion that the 

current tax proposal is not a solid public health measure in and of itself.

Primarily, the editorial expresses doubt that a one dollar increase in the pack pnee of cigarettes 

w ill have an impact on teen smoking, This doubt is simply unfounded Following years of health and 

economic analyses, virtually every major health organization in the country (including the U.S. Surgeon 

Generals, the American Medical Association, and the Institute of Medicine) has concluded that tobacco tax 

increases arc the single most effective prevention strategy we can employ to reduce tobacco use And. 
according to the U.S. General Accounting Office, the strategy is approximately three times mure effective 
with children than with adults Perhaps the National Cancer Institute best summarized the research 

findings in a 1993 statement: “Feu measures exhibit the speed and magnitude achieved by increasing 
taxation by tobacco products ...Increasing tobacco excise taxes must be considered an essential and primary 
component of any comprehensive tobacco control program "

Secondarily, the editorial supposes that the state administration is focused sinctly on the economic 

impact of the tax and not the health impact. This is simply r.o: true Jr. fact, the Department cf Revenue’s 

fiscal projections for the proposed one dollar increase predict an decline in tobacco consumption in the 
firs t w a r alone. The Department of Rev enue based their protections on calculations recommended by the 

1994 U S Surgeon General’s Report Despite this dramatic decline in tobacco use. the tax increase is such 

that revenues w ill still increase significantly, creating a win-win situanon for the citizens of Alaska

Oui stale policy makers have a choice they can maintain the current tobacco lax structure and 
watch as one-fifth of our children continue lo graduate form high school as nicotine users, or they can 

support an increased robacco tax structure which w ill decrease tobacco use among our children and afford a 

healthier future for our state The American Hear. Associalion w ill continue lo work for that healthier 

future for all Alaskans and trust thai our elected policy makers w ill support our efforts

S m c c r c l v .

M 4
Michael jyDinuno. Pli D 
('resident

American Hcarfassociatiori, Alaska Affiliate
f i c a t c m e  \rv- .- Hr-*1' ' • • • •  _'<• •• a i i .I iuic i*1 \»<u*
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T O - A l l  le g is la to rs , State C ap ito l

F R O M : C ha r lie  Fran i .  C h ie f F.xecutive O fficer. Souih Peninsu la Hos

SUBJfcCT: Support fo r Tobacco Tax Increase

(H o m e r)

1 he cartoon above makes two im ponan t po ints . Ontfis that sm ok ing  h u lls  c vc iy bo d y . sm oke is  anJ uon- 

sm okcrs a lik e . The  second po in t is that the tobacco industry cannot be trusted. Tobacco com pan ie s  spend 

huge amounts o f  m oney to add ict new  smokers, almost a ll o f  w hom  arc k id s . It is t im e  to leve l the 

p la y in g  f ie ld . The proposed S I per pack tax increase w i l l  prov ide  an econom ic  d is incentive  to reduce 

sm ok in g  in  youth , and w i l l  a lso he lp  offset the econom ic im pact o f  sm o k in g  in  this state.

The Centers fo i D isease C u n u u l, the N a tiona l Cancer Institute, the A m erican  C ancer Society, and  every 

other o rgan iza t ion  that has looked  at this issue agree that tobacco tax rates in  (h is country  shou ld  be 

d ram a tic a lly  increased to he lp  stop the ep idem ic  o f tobacco use w h ich  costs us a ll so dearly , Surveys 

show  that A laskans  strong ly  support this effort It shou ld  therefore be an easy and o b v io u s  dec is ion  for 

our elected leaders to pass the tobacco tax le g is la t io n . Please make this a p r io r ity  fo r tfu* session

P R O T E C T  R I D S  -  T A X  T O B A C C O
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Y ukon-K uskokw im  D e lta  R eg io n a l H o sp ita l

"Foster mg Native Sell Determination in Primary Care. Prevention and Health Promotion'

16 April 19%

Senator Bert Sharp 
Chair, State Affairs Committee 
Alaska State Legislature 
Slate Capitol (MS 31(H))
Juneau, A K99K01- I I 82
Dear Senator Sharp:
As a pediatrician for native children in Alaska. I strongly support raising the state tax on tobacco. 
This w ill lower the use o f tobacco, particularly among adolcsccnts-the age group in which 
tobacco use and addiction is most like ly to start. This measure could have life-long health 
implications for a large segment o f the state’s people.

Sincerely.

d  .

( t im

Nina Picrpont. M .D ., Ph.D. 
Chief o Pediatrics

P.O. Box 2 87  Suite 3000  Bethel. A laska 99559  P h on e :(9 07 ) 513 6300 Fax: (907) 513-5719
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ALASKA D IV IS IO N , INC

A p r il 17. 1996

The H o n o ra b le  Bert S harp  

The  A la ska  Senate 

State C ap ito l 

lu n c a u . A la ska  99801

D ea r Senato r S harp

As y o u  k n o w , la y  H a m m o n d  has  lo n g  been a vo ice o f reason  In A la skan  p o lit ic s . K n o w in g  that 

he su pp o rts  the S I pe r pack  tobacco tax Increase cu rren t ly  b e in g  cons id e red  by  the le g is la tu re , 

w e  recen tly  a sked  h im  If he c o u ld  p ro v ide  a n y  ass istance w ith  o u r  c a m p a ig n  to pass the 

tobacco  tax Inc rease  th is  sess ion . He m en t io n ed  that he h a d  |ust w ritten  an  a rt ic le  on  h ow  

p rog re ss  to w a rd  a d d re s s in g  the state’s fisca l g a p  Is b e in g  sabo taged  by  the le g is la t iv e  p rocess , 

w h ic h  Is p re v e n t in g  g o o d  le g is la t io n  from  re ac h in g  the f lo o r for a  vote . He uses the tobacco tax 

as a  p r im e  e x a m p le .

M r . H a m m o n d  k in d ly  gave  us p e rm is s io n  to d is tr ibu te  h is  a rt ic le  to m em be rs  o f the le g is la tu re . 

In the hope  that It m igh t he lp  o u r  cause . W e  hope  you  w il l take a m om en t to re ad  It. p a rt ic u la r ly  

the last three p a ra g ra p h s .

The tobacco  tax le g is la t io n  serves a n  u rgent p u b lic  hea lth  pu rpo se  a n d  has the added  b cnc ilt  of 

r a is in g  revenue  at a t im e  w h e n  the state faces f in a n c ia l c r is is . W e  a s k . h o w  o ften  does  the 

le g is la t u re  h ave  the  o p p o r t u n it y  to enact a  m e a su re  that w i l l  save  liv e s  a n d  ra is e  re ve n u e , 

a n d  w h ic h  Is a ls o  p o l it ic a l ly  p o p u la r?

W e  ask  that you  p le ase  |o ln  la y  H a m m o n d  a n d  three-fourths o f a l l A la skan s  in  suppo rt o f the 

p ro p o se d  tobacco  tax in c re ase . P lease do  not a l lo w  the am oun t o f the inc rease  to be  reduced—  

to d o  so w o u ld  o n ly  reduce Its bene fits . L ikew ise , o  d e la y  ac tion  on  th is  m atte r o n ly  ensures 

m o re  a d d ic t io n  a n d  e a r ly  dea th  that c o u ld  be  prevented by  passage  o f a  m a jo r  tobacco tax 

in c re ase  th is  se ss io n .

S in ;c rc ly .

P la n a  K u h n s . E xecu tive  D irecto r 

A m e r ic an  C ance r Soc ie ty . A la ska  D iv is io n

I'M  wut r'riwrui u n i, P3m a x , u h u j ,  lusr .i rr.. \ • w / in -w * ,  •  Mi/ara-mi. •  r iV W / a iH o r j



Pori Alsworth. Alaska 99653 
April 8. 1996

Tho Governor's Fiscal Gap Plan 
By Jay Hammond

Som e s e e m  surprised polls show Alaskans  favor tax increases  over 
dividend reductions. 1tiey shouldn't  be. After all, every $1,000,000 taken 
from dividends "costs" Alaskans $ 1 ,0 0 0 ,0 0 0  while a million acquired from 
increased  tax es  cos ts  them far less. . . .only $666 ,000  under Gov. Knowles’ 
fiscal plan. Non-residents  would pay the o ther  $333,000.

When I reac ted  positively to much of tho Knowles'  proposal while being 
briefed on it by Lt. Gov. Fran Ulmer, sh e  remarked: "I thought you’d like it 
for it incorporates  much of what you've b e e n  suggesting." Indood it does .

For example:  Since it never m ak es  more  s e n s e  to cut dividends than  to 
raise an  equivalent sum through budget  cu ts  or increased  taxes .  I've 
p roposed  incroasing dividends to help Alaskans  pay for inevitable tax 
increases .  To fund increased  dividends I’ve  advoca ted  increasing 
P e rm a n e n t  fund contributions.

The Governor 's  plan does  both. However,  ra ther  than directly increasing 
depos i ts  to the Fund, money from tho Budget  reserve  account would 
supplant P.F. earnings now being u s e d  to inflation proof. Th.s would free 
up fully o n e  half of fund earn ings  for dividonds which would increase  by 
about  $300.

I've also sugges ted  tho burden of any new tax es  bo reduced on Alaskans  by 
grating them a "dividend tax credit". The governor applies this concept ,  
but in a  far less  ponderous and more  direct m anner  than  » had  proposed.  He 
would grant every Alaskan credit  agains t  a  s ta to  Income tax for tho tax on 
dividends they'd paid tho I.R.S. (S200-S300 ?). Since this credit would 
greatly ex ceed  what all but a  few Alaskans  would owe in s tato income 
taxes ,  only single persons  earn ing  m ore  than  S40.000 in taxable  income 
and  couples  earning moro than $70 ,000  would owe any stato tax at all. 
Moreover, insioad of but roughly a tonth of such tax boing paid by n o n ­
res iden ts ,  they’d pay fully 1/3.

I don’t know how in tho world a  tax c a n  bo mado any loss burdonsomo



while yet a ssur ing  any new development  which att racts  others  from 
olsowhere will at least pay part of its own way. (By far. tho grea tes t  
r eason  for imposing tho income tax). Absent  such  tax Alaska, will simply 
exhaus t  its finite oil wealth that much more rapidly by promoting 
unoconomic dovelopement.

P e rh a p s  the most  controversial aspec t  in tho Governor's plan is funding 
educat ion from hair the Fund 's  earnings.  While I might prefer using all 
Fund earnings  for dividends, such would compell a  leval of taxes  few 
politicians would have  guts  enough to support,  even though these  could be 
s tructured to impact most Alaskans  not at  all s ince  vastly increased  
dividends would provide more than an  offset.

Since my Alaska Inc. proposal  m ade  during the genes is  of the Permanent  
Fund would havo not only increased dividonds but used  some fund’s 
earnings for government,  I can  hardly o p p o se  the goveror 's proposal to u s e  
so m e  Fund earn ings  for education.. .particularly when Alaskans would get 
to vote on the matter.  I only wish they, not the legislature, got to vote on 
the entire package ,  for that, I fear, is tho only way agy fiscal gap  plan, no 
matter  how well s tructured, is likely to p a s s .

Though the governor’s  plan is p e rh ap s  the  most politically palatable,  it 
wont even be voted upon a s  a package.  The legislative process p recludes  
it. Now, any committee chairman can  lock any element up in committee 
and prevent  a  floor vote.  This occurs  even  when most other legislators 
may favor tho m easu re .  Don’t blame committee  chairman for exercising 
such  powers.  Blame the legislature for letting them do so.

A prime exam ple  of just how difficult it will bo for even the most 
acceptable  parts  of any plan to possibly p a s s  is the treatment being 
accorded tho proposed  tobacco tax. While polls show more than 70% 
of Alaskans  favor tho tax, a  committee chairman oppossed  to the tax is 
permitted to kill it. Imagine the unlikelihood of less  widely accep ted  or 
unders tood e lem en ts  of any plan possibly making its way to the floorl

Until som e  m ea n s ,  such  a s  a secre t ballot vote to discharge bills from 
committoo, permits  (requires?)  all legislators  to vote  on tho matter,  
expect  no jffective fiscal plan to pass .  It ain't gonna  happen.I
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AK NATIVK HI!Af.TII HOARD

IN FAVOR o f TOBACCO TAX INCREASE : American Cancer Society, 
American lung Association, American Heart Association, Alaska Native Health Board, U S. 
Centers tor Disease Control, Notional Cancer Institute, Institute oi Medicine, Amman Medial 
Association, Alaska State Hospital and Nursing Home Association, Alaska State Medical 
Association, Alaska Public Health Association, Older Persons Action Croup, Association ot 
Alaska School Boards, Alaska Association ol Retired Persons, Alaska Association ot fl- 
ementary School Pnnupals, Anchorage School District. Alaska Nurses Association, Kenai 
Peninsula Borough School District, etc etc etc etc AND thref-touiths ol all Alaskans

o p p o s e d : Philip Moms Tobacco Co, R J Reynolds Tobacco Co, lonllard Tobacco 
Co, The Tobacco Institute. U S Tobacco f o ..

S u p p o r t  h e a l t h y  

l u n g s  a n d  a  h e a l t h y  

e c o n o m y .

G e t  a  t o b a c c o  t a x  

b i l l  t o  t h e  f l o o r  f o i

a  v o t e  T H I S  S E S S I O N !

0)001



L Y D I A  A. E A S T B U R N ,  M.D.. F.A.C.O.G.
A  Professional C o rp o ra tio n  

3340 Providence Drive, Suite 451 

Anchorage, Alaska 9950H

Telephone (907) 562- AV I)
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April 1ft, 1996

Sena to r Bert Sh .irp  
State C ap ito l 
Juneau, A K  99801-1182

D ear Sena to r Sharp :

TO BA C C O  use is I ! II! L E A D IN G  C A lfS li  O l- D I-AT I I IN  ALASKA . As a leg is la to r, 
you , much better than I know  what the State o f  A laska spends on  the health care, o r 
ra th e r p re -d ea th  care  o f  sm oke rs . Is it "l-'air" that the n on -sm ok ing  c itizens o f 
A laska have the ir state budget d o lla rs  used fo r the sm ok ing  re la ted hea lth  care, and 
p re -death  care o f sm okers. D oes the State o f  A laska have that much su rp lu s?????— 
Not accord ing to the repo rts  o f the budget deficit 1 have read.

I have never been a po litic ian  and  I n eve r cou ld  be one. T o  be a po litic ian  on nust 
have the know ledge o f  what the "right th ing" is and be ab le to ra tion a lize  d o ing  the 
"w rong  th ing", to be "p o lit ic a lly  co rrec t".

To p ropose a tax to bo lste r the genera l fund o f  a state which has a budget deficit is no 
new rocke t scientist idea, l o  he lp  fu n d , d irec t ly  o r  ind irec tly  the hea lth care o f 
citizens, one  must have the treasu ry  to d o  so. To state that it is "u n fa ir"  lo  ask those 
w ho sm oke  to ca rry  m ore  o f a b u rd en  fo r  th e ir add ic tion  and subsequent hea lth  
exp end itu res  is c on ve rse ly  stating  that it is " fa ir "  to ask those o f us w ho do  not 
sm oke to ca rry  that bu rden . As a citizen, I feel I ow e noth ing to those w ho can't read 
and com p reh end  the w a rn ing s p laced  on  the s id e  o f  the packs o f the tobacco 
products they buy.

If new law s a re  needed , then pass them  then spend u n to iJ  am oun ts  o f m oney
en fo rc in g  the u n en fo rc a b le . N ew  law- a re  s e ld om  the s o lu t io n  o f soc ie ties
i lls  they o n ly  se rve to pu t a cosmetic face lift on  the p ro b lem  to  show  that the
leg is la tu re recogn izes a p rob lem  and wants to take action. 1-xample: G un  C o n tro l—  
"p o lit ic a lly  co rrec t-— unen forcab le !

W ou ld n 't it seem m ore com m on  sense to  put the p roduc t ou t o f the financ ia l reach 
o f at least a few , to save at least a few  lives?  I se riou s ly  doub t anyone w ill sta rve o r  
bo d riven  to poverty  w ith the S I .00 la x /p a c k  p roposed . If indeed they are that stup id , 
m aybe they shou ld  sta rve . Y ou  can't leg islate stup id ity !

A** a ch ild  w ho  at age nine watched his C am el c igarette sm ok ing  m oth e r d ie  from  
lung  cancer, I u rge y ou  lo  recon s id e r y o u r  lib e ra l stance on  this issue. I have 
d evo ted  my life  »o the ca re  o f m y fe llow  hum an . N o  ch ild  d ese rves to see the ir
parent o r  lo ved  one  d ie  from  the use o f .• d r U J *  which has been de te rm ined  to he
h a z a r d o u s  bv ou r g ove rnm en t, but which is m i  chcaph  and lega lly  ava ilab le  to 
ch ild ren  and adu lts .



As an O bste tric ian -G yneco log is t, I have s»»en a ll to o  m any tim es the e ffec ts that 
tobacco use has caused. I am speaking o f g row th -re ta rd ed  in fants. Recently reports 
a re being pub lished o f  research ind icating  m enta l re ta rd a tion  a lso  being associated 
w ith tobacco use in the p regnant w om an .

l o r  rea l tangab le facts s top  lis ten ing  to those w ho lobby fo r the tobacco industry .
P lease d on 't lo o k  at p ie g raph s fo r  y o u r  statistica l in fo rm a tio n ! (Jo  v isit any
d epa rtm en t o f  R ad ia tion  T h e rap y  in A ncho rag e  to ob se rv e  the trea tm en t o f lh*> 
ravages o f  this d rug  d e live ry  system . (Jo  visit the m orgue and observe an au topsy o f 
som eone w ho has died from  the effects o f sm ok ing  (Jo  lo  any fu n e ra l hom e on  any
g iven  day and v iew  the death  ce rtifica tes as the lead ing  cause o f d ea th  in this
state you  m ight find that the m a jo rity  o f  those you  see there d ied from  tobacco use!

F A IR  O R  N O T ,  J U S T  D O  T H E  R I G H T  T H I N G !

S ince re ly ,

R ichard \V. I h reet, M .D ., I ’.A .C O .G . 
m  Box 60187 
Fairbanks, A K  W 70o-0187



A p ril 9 ,  1 9 9 6

T h e  H o n o r a b le  B e rt  S h a rp  
A la s k a  S t a te  C a p ito l 
J u n e a u , A K  9 9 8 0 1 - 1 1 8 2

D e a r  S e n a t o r  S h a rp :

T h e  A s s o c ia t io n  o f  A la s k a  S c h o o l B o a rd s  h a s  e s ta b lis h e d  c h ild  a d v o c a c y  a s  
o n e  o f  o u r  to p  p r io r it ie s . O u r  m is s io n  to  p ro m o te  p a re n ta l ,  p u b lic , a n d  s o c ia l 
s e rv ic e  c om m itm e n t to  th e  s h a re d  re s p o n s ib i lity  o f  e d u c a t in g  a ll c h i ld re n  
e n a b le s  u s  to  a d d re s s  is s u e s  that d e a l w ith th e  h e a lth  a n d  s a fe t y  o f  A la s k a 's  
c h i ld re n . T o  th is  e n d  o u r  m e m b e rs h ip  a d o p te d  a  re s o lu t io n  at th e  1 9 9 5  A A S B  
A n n u a l C o n fe r e n c e  w h ich  re c o m m e n d s  in c re a s in g  to b a c c o  t a x e s  in o r d e r  to  
re d u c e  th e  a c c e s s ib i li ty  o f  to b a c c o  by te e n s .

W e  jo in  th e  7 5 %  o f A la s k a n s  w h o  s u p p o rt a  ta x  w h ich  p re v e n ts  to b a c c o  u s e  by 
o u r  c h i ld re n . W e  a s k  y o u  to  e n s u re  th a t a  p u b lic  h e a r in g  is  s c h e d u le d  fo r  H B  
4 3 1 ,  "T o b a c c o  T a x  In c r e a s e ."  R e s e a r c h  s t a t e s  th a t a  ta x  in c r e a s e  "is  th e  s in g le  
m o s t e f fe c t iv e  w a y  to  re d u c e  to b a c c o  c o n su m p t io n  a m o n g  c h ild re n ."  W e  b e lie v e  
th a t , th ro u g h  th e  c o m b in e d  in f lu e n c e s  o f  ta x  le v ie s , stric t law  e n fo rc e m e n t , a n d  
q u a lity  e d u c a t io n , w e  c a n  a l l h a v e  a  h a n d  in k e e p in g  o u r  k id s  to b a c c o  f r e e .

T h a n k  y o u  fo r  y o u r  c om m itm en t to  th e  h e a lth  a n d  w e ll-b e in g  o f  A la s k a 's  
c h i ld r e n .

S in c e r e ly ,

C a r l F . N . R o s e  
E x e c u t iv e  D ire c to r

■llftWmf A»n»n 996OM&10 • V  1C*> • »ui • •• -** n  ' >



A S S O C I A T IO N  O F  A L A S K A  S C H O O L  B O A R D S

A dvoca tes  fo r  A la s k a 's  Youth

A s s o c i a t i o n  o f  A la s k a  S c h o o l  B o a r d s  
1 9 9 6  T o b a c c o  P r e v e n t i o n  R e s o lu t i o n

S U B J E C T  A R E A : C h ild  a n d  Y o u th  A d v o c o c y  
IN C R E A S E  IN T O B A C C O  TAX
W H E R E A S , A laska has tho sixth highost rato ol sm oking nationally and tho sixth highest rate ol 

smoking-rotated doaths ; and 

W H E R E A S , 3 2 %  o l A laskan girls sm oko or chow tobacco daily, and 3 6 %  ot A laskan boys smoko 

or chow  daily ; and

W H E R E A S , nearly 8 4 %  o l A laskan adult3 started sm oking between tho ages ot 10 and 20 years 

of a g o ;a n d

W H E R E A S , sm ok ing is illega l by youth under tho age  ol 19; and

W H E R E A S , sm ok ing accounted tor 1 9 %  or doaths in A laska in 1991, averaging 1 por day ; and 

W H E R E A S , tho estimated direct health care cost attributed to sm oking in 1991 was $45 .6  

m illion for porsons 35 and o lder; and 

W H E R E A S , between 1979 and 1991 in C anada , increasing tho la x  ratos by 1 5 8 %  decreased 

the le onago  consum ption of tobacco by 6 7 % ;  and 

W H E R E A S , the US Govornmont Accounting O llico  has dotorm inod that lor ovorv 1 %  increase 

in tho price o l cigarettes, 1 %  tower teenagors w i" sm oko ; and 

W H E R E A S . A laska's tobacco tax w as last increase in 1989. and as of 1992 only 20 states had 

lowor tobacco taxos than that o ! A laska; and 

W H E R E A S , a  recent survoy o l 615 A laskans found that 6 5 %  o l respondents favorod a  $0 .75 

incroaso in tho sa lo tobacco tax if tho m onoy went toward hoalth program s; and 

W H E R E A S , the curront cigarotto tax is $0 .29  por pack or 2 5 %  ot tho wholesale price o l othor 

tobacco products;

N O W  TH ER EFO R E  BE IT RESO LVED  that tho Assoc ation o l AJaska School Boards supports 

legislation which wou ld incroaso tho dgarotto tax on additional $1 00 por pack (to bo 

indexed yearly to inflation) and an increase on otlier tobacco products an additional 

7 5 %  rais ing an estimated $43 m illion.

* . W  I I m A . j u a ' W f t l i  I VO • f*« t Oj  • ni l  (v jr ) • ■ .ir J r'ow t* >r«>*



A S S O C I A T IO N  O F  A L A S K A  S C H O O L  B O A R D S

A dvoca te s  J'or A la s k a 's  Youth
iS"

P o s i t i o n  P a p e r  

I n c r e a s e  i n  T o b a c c o  T a x

In o rd e r to ad d re ss  Ihe risk to the hea lth  and sa fe ly  o l ch ild ren and  youth that tobacco re la ted 
products rep resen t, the A ssociation  o f A laska  S ch oo l B oa rd s  strong ly  supports leg is la tion which 
would inc rease the cigarette tax.
A lte r a  review  o f the resea rch , we take this position b ecau se ;
• nicotine is an  addictive drug that ha s  been  p roven  harm fu l to children ;
• the ave rage  teenage sm oke r sta rts  sm oking  at 14 1/2 y e a rs  o ld  and becom es a  daily sm oke r 

b e fo re  Ihe ag e  o f 18;
• it p eop le  do  not begin to sm o ke  a s  te en age rs  oi children , it is un like ly they will e v e r d o  so ; 

and
• ch ildren tend to vastly underestim ate the likelihood that they will b ecom e addicted to nicotine.

T obacco  u se  is a  p rob lem  am ong  A laska 's teens . 2 7 %  o f 12th g rade girls and 18%  ot 12th g rade 
b oy s  report da ily u se  ot c igarettes . R a te s  a re  highest am ong  A laska  Natives: 3 1 %  o f 12th g rade  
g irls and 2 1 %  o f 12th g rade boys.
Of public health strategies available for reducing tobacco use, increasing tobacco 
taxes as a way of raising the price of tobacco products is viewed as the most 
effective. One of its virtues is that it is immediate and does not require further public 
resources to Implement.

By increasing the tax on tobacco Alaska can significantly reduce the use of tobacco 
among teens. Be low  a re  two ex am p le s  o f reg ions where taxation reduced tobacco consum ption  
am ong teens.
• In C anada , be tw een 1979  and 1991 . higher tax ra te s  in c reased  the rea l price o f tobacco by 

1 5 8  percent and  teenage consum ption  d ropped  by two*thirds.
• In Californ ia , cigarette sm oking declined nearly  2 4  pe rcen t(lrom  2 6 .7  percent in 1 9 88  to 2 0 .4  

percent in 1 9 92 ) a lte r C a lifo rn ia app roved  a 2 5  cent exc ise  tax in c rease

AA SB  be lieves that it is much ea s ie r to p revent sm oking, than it is lo  help a teenage r quit on ce  
they have b ecom e addicted. W e  hope that you  conside r joining A A SB  in ou r goa l to protect the 
hea lth  o l te en ag e rs  by voting lo  in c rea se  the A laskan  s a le s  la x  on  tobacco

1/31/96

• /vkj A r-* w . v  • • o ab .



SENT BY:ADMIN 4-11-96 : 12:24PM :AUSKA REGIONAL HOSP- 4652864:8 1/ 1

To : A ll S en a to rs  and Representatives, A laska Legislatu re
From: Larry Andrews, Operating Officer, Alaska Regional Hospital
Rc: Support for 11B 431/SB 210

As you may know, smoking Is recponsihle Tor one out of every five deaths in Alaska. At 
Alaska Regional Hospital, wc mc the results of nicotine addiction every day. And as the 
curtooo ab ove illu strate* , for every death certificate wc write For u former smoker, dozens 
*f friends and fnmily members suffer their own private grief. ThLi tragedy L> preventable.

Preventable as well ts the enormous drain (hat tobacco-related disease phccs on the health 
rart system and on the Alaskan economy in general. Smokers use the health care system  
SU% more often than non-smokers. 1 hey use 505: more sick leave than non-smokers. They 
die an average o f 15 years earlier than non smokers. Even though they die younger, they 
omo-ss lifetime medical bills far greater thun the average non-smoker. Of course all of us, in 
one way or another, aha-* these costs.

Fur all these reasons, Alaska Regional Htupllal strongly supports the proposed $1 per pack 
increase (n the state cigarette tax. Research shows tiu t no other measure can have u more 
significant and immediate impart nn «mnklng rate* in Alaska. Wr urge yori In paw ITH 431/ 
SB 21U this session.

P R O T E C T  K I D S  -  T A X  T O B A C C O

lo o ts ( H M  1ST tovcsarfl. cc eo 96 $»! tn



P E D IA T R IC  C O N S U L T A N T S  O F  A LA SK A ,
( linton B. Ullibridne, M .D.. T.A.A.P.

A p ril 0 4 , 1996

S en ator  Burt Sharp 
C hair
S tu te  A f f a ir s  Committee 
Juneau, AK 99801-1182

RF,: SB210 o r  SB234

Dear S en ator  Sharp:

The s t a t e  o f  A laska i s  sp en d in g  hundreds o f  thousands o f  h e a lth  c a r e  d o l la r s  for  
to b a cco  r e la t e d  i l l n e s s e s .  The S en ate  n eed s to  take a c t iv e  s t e p s  to  cu t t h is  
e x o r b ita n t  c o s t .  P u tt in g  a s t a t e  tax o f  one d o l la r  on each  pack o f  c ig a r e t t e s  
i s  a s im p le , y e t  e f f e c t i v e  way to  d e c r e a se  t h i s  n e e d le s s  d r a in  on the s t a t e ’s  
c o f f e r s .

I s t r o n g ly  urge you to  support one o f  th e  b i l l s  ta x in g  c i g a r e t t e s .

S in c e r e ly ,

CLINTON B. LILLIBRIDGE. M.D.
P e d ia tr ic ia n

CBI./bw

1 2 00  A i ij h i '1 Height* D rive . Suite 2 .10 •  A n ih o rtific, M jsk .i 965/VI 
T e lep h on e  (9 0 7 )  276-55/7 •  fax (9 0 7 )  279-3655



l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

4107 Laurel Street • Anchorage, Alaska 99508*5334 • (907)562-2662 • FAX (907) 561*2063

M arch  21, 1996

H onorab le  B ert Sharp  
A laska S ta te  Legislature 
P.O. B ox  V (M S  3100) 
Juneau . AK 9 9 8 0 1 -1 1 8 2

D ear  S en a to r  Sharp:

T h e  A laska S ta te  M edical A ssocia tion  is p leased to  send you the latest issue o f  o u r  jou rna l  
ALASKA M il l '!(’/Nil. T he  issue is devo ted  entirely to  the pernic ious effects o f  tobacco  
on hum an hcauh

Please no te  in particular the editorial on page  3 by Hditor Donald R ogers .  MD

W e h ope  that you  will read the  entire  issue and b eco m e  persuaded , as  have we. that w e 
must lake  s tro n g  m easu res  to  curb  the  leading cau se  o f  disability and dea th  in o u r  s ta te  - 
the  us - o f  to b acco

O n e  o f  the  best w ays  to  d o  this is to  m ake  to b acco  to o  expensive  to  buy, particularly for 
children

T h e  A laska S ta te  Medical A ssocia tion stands fo u rsquare  against sm oking  and o th e r  use  o f  
to b acco  W e  trust that as  you consider bills to  raise taxes  on to b acco  you will be to o

Respectfully,

R odm an  W ilson. M D  
A cting  L xecu tive  D irec to r President



LASKA MEDICINE
Volume 38, Number 1 January/February/March 1996

Official Journal of:
ALASKA  STATE M E D IC A L  ASSOC IAT ION 

A M E R IC A N  SO C IETY  FOR C IR C U M P O LA R  H EA LTH



Ut Im olog it  al b re a k ­

th ro u g h s  in ca rd iu lngv  

a n d  ( a rd io v ascu la r  

surgerv an* taking plat e 

rlailv. K eeping  curren t 

w till these life sa\ mg 

techni( |ites i . a < uns tan t 

t hallenge. d e m a n d in g  a
C E N T E R ; , ,  .c o m m itm e n t  to provid- 

mg stale ol the art trea tm ent T h a i  is piecisclv 

the tvpe  o f  cure  von ic c e iv e a t  P r o v i d e n c e  

I l c a r t  C e n te r .

Sta lled In m o re  than  301) experienced  

physicians, m u ses  an d  ntlici m edica l  proles- 

sionals  P r o v i d e n c e  H e a r t  C e n t e r  perfo rm s 

m o re  than  HID o pen  heart surgeries an d  2DDD 

cnrdiolugv p ro ced u res  e a th  seat. T lu o u g h  the 

hea it  team  ellorts, th o u san d s  ol A laskans 

let r iv e  the best possib le  t ard ia t  t iea lm ent 

v\ ithotii |ea \  mg the stale.

HEART

T h is  high level of 

< are also ex tends  

h rv o n d  the m edica l  t e n  v,,lac'Cb'i'f of CircfMf $j"icry
ter itself. H o m e  Health  C a re  services are  

ava ilab le  to those  w h o  need assistance alter 

surgery. A n d  our Healths H earts  tehabilita- 

tion p ro g ram  show s recovering patien ts  how  

to live fuller, health ier lives t lu o u g h  exercise 

and  p ro p e r  nu trition .

P rov idence  A laska M e d u a l  (. 'enter is 

A laska 's  p rem ie r  cardiar r a r e  la n l i ty  We're 

not onlv eo m m ite d  to enhanc  mg ter Imologi- 

c al medic al ad v an ces  but we are  ded ica ted  to 

out r a rd iovascu lar  p h v s u i a n s ; ,  c o m b in a t io n  

that b r ings  prem ie i heart  care  to th o u san d s  ol 
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TOBACCO: 
Alaska’s Most Preventable Health Problem

I wish lo (luink the Alaska Stale Medical Association 
lor devoting an entire issue o f this journal to tobacco, 
and lor the opportunity lo tv guest editor. The response 
o f contributors both within and outside o f Alaska, the 
staff at the ASM A office, and others, has been over­
whelmingly enthusiastic and prompt.

Tobacco-related death and disease impose an cmbar- 
ras- ittg black mark on the health record o f this century. 
As the articles in this issue dramatically demonstrate, 
Alaska's tobacco statistics arc among the worst in the 
nation. This is particularly embarrassing because Alaska 
has led the nation in other health issues.

Earlier in this century, medical providers were used 
to PROMOTE the sale of tobacco. (Sec accompanying 
samples of cigarette advertisements* |. The industry 
currently expends nearly Sb BILLION to promote to­
bacco—  a product that when used as directed is guaran­
teed to kill you Medical providers have been replaced 
by Joe Camel and others. Nonetheless, we owe it to our

More Doctors 

Sm oke CAMELS _  .
than any other * m 
cigarette!

patients, friends, and families to do all we can to 
eliminate this 20th Century scourge. As deeply in ­
grained as it is m our society, and with the amount ol 
money leveled at its promotion, this is an ambitious task

In this issue we have tried to provide as much Alasl i- 
spccific data as possible, provide some historical pc.- 
spcctivc on the nroblcm here, discuss the multi-faceted 
approaches to tobacco control, and bring comments from 
tobacco control experts and organizations "outside".

As medical providers having been used in the past to 
piomote the product, let's now "take the lead" and join 
the Trampling Tobacco Project, the Alaska Tobacco Con­
trol Alliance, the Cili/cns to Protect Kids from Tobacco, 
the volunteer health organizations, and others, and work 
toward a Tobacco Free Alaska by the year 2<KX).

Anne P. Lanier. M l). MPH 
‘ Picture* ft tobacco advertisement. were graciously provided by 
|> IH ‘ 1 Doctor* Ought lo Care i Sf»IS Kirby Dove. Suae-140. Houston. 
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Editorial
This issue nf Aldtkti Main ine is tlevoletl lo tobacco 

related papers. We present historical and cultural per­
spectives as well as epidemiological data along with 
statistical data to illustrate that increasing the cost ol 
tobacco results in decreasing the use rate. A recent poll 
shows that approximately .1/4 o f Alaskans support an 
increase in Ihe current excise lax on tobacco products. 
This effort should he regarded as a health measure, not 
a revenue enhancer. It is hoped that no additional 
revenue w ill l*c collected.

I tau ling jor the cover idiotagraph and extra fntgrt in tln\ 
Health Hoard through tl\ Smokclxw State\ grant from tin

In addition to the usual references to the various 
smoking related cancers arid chronic respiratory dis­
eases, my experience asa state medical examiner prompts 
me lo mention deaths due to house fires, and carbon 
monoxide deaths from smoldering cigarettes.

A ll members of the state legislature w ill be furnished 
a copy ol this issue. We hope they w ill read it and realize 
that they have an opportunity to make a highly signifi­
cant contribution to the health ot Alaskans lor many 
years to come. Donald R Rogers. MD

vpr< ud iwur was fiio \n led li\ the Ataxia Native 
■ Hubert Wood lohioon I onildiltion

Historical Notes 0 1 1  the Introduction of Tobacco
into Alaska

Knbert I o r lu iu c . M l ) 11
TH E  NORTH PA C IF IC  KKC IO N

In July 1741. (icorg W Stcllcr. Bering's physician 
and naturalist, sicpp d ashore 111 Alaska, al Kay ak Island 
near the mouth of Prince William Sound. Thetc he Iclt 
a pound ol tobacco and a Chinese pipe al an abandoned 
Native house site 111 exchange lor a lew artifacts he bad 
carried away A levs weeks later, the Russians again 
offered Chinese pipes and tobacco, this time in pcison. 
lo some Aleuts who bad paddled out to meet their sllip 
m i the Sbum.igm Islands \ sailor even offered one of ihe 
Aleuts a lighted pipe, which was said lo "displease" linn 
1 11 Captain ('tiinkos. in command ol Bering's other 
vessel, also ollcrcd pipes and tobacco to sonic Aleuts, 
probably on the island *1 A dak. hut they simply placed 
the gilts on (heir hjnlaikas and paddled away i2 i 

By I77K. one of Cook's surgeons was able 10 write 
that the people ol Cnalaska "perfectly understood the 
use ol tobacco which they asked hubs that name i l l  
l ew it any did noi smoke, shew, or lake snull licu lcn 
ant King noted that they preferred lohaceo to "all other 
things;*' in tact. some ol live Aleut women were willing 
to bestow sexual lav or s on members ol the crew in 
exchange lor a leal or two of tobacco |4 |

l:arlv Russian lui traders who came lotbe Aleutians 
sometimes used tobacco as a gill, a reward, or as all

i l l  B iomedica l Program, I'n iv c rs iis ot Alaska 
Anchorage Ib is paper is an abridgment anti 
adaptation ol Chapter lb  ol my hook Chill* and
I n e t Health and Itneaxc in tin la i l \  U n ion 0 /  
M a tin lairhanks t ' lm m i l )  ol Alaska Press. 
IWW.

inducement to service, ami before long the Aleuts bad 
developed;'craving lor 1 1 1 Vbi. Since, however, in those 
early years tobacco ssa* in short supply, the Russians 
kept it principally lor their own enjoyment Ihe Aleuts 
seemed to prefer their tobacco in the (orm ot snull. <7i 
and there were rcporis iliat they would work very bard, 
otten under h.izardouscondilio(is. lo obtain even a small 
supply In ihe IK?Hs. the Ouliodox missionary I aibcr 
VTnummov reported that often more than lu ll ol a 
hunter's income was spent on tobacco, either tor chew 
mg or lor snulf 1S 1

Russians also mtiodiHCd tobacco ac an arlwle ol 
ti.ide to the Nalives oj Kodiak Island pcilups as early as 
the I7h(>c ( " 1 Dr Merck, who visited m ifu* |7WK. 
1011 rid ihe Kofliap eager lor snull. althsmgb wonren less 
than men 1 It li By the early I Si * is the Kodiak isljruleis 
were passionately fond o| tobacco and cursing the Rus­
sians lor having maile them so dependent on it Shortly 
alter I WuhIk'v were using it primarily as snull placed 111 
Ihe mouth, lew m illed it and no one situ ked according 
to Davydov 1 I I 1 Capr.iin I isianskn around ibe same 
time noted that a Konug would go twenty nides out ol 
his way lot a pinch or two i f snull 1 12» Ihe Russian- 
American Company also regular I . used tobacco as a 
treat or as an incentive lor then Nlcui and Konug hunters 
stationed at Sitka or al live posts on ilk- Krru i IVtumula 
When a neve fort was established alNudiagak in IMH. 
the liader was encouraged <0 use tobacco among ih r 
hscal Nalisrs lo show the gor«d w ill of ihe Russians 
11*1

Matin Mi da on Jan/hh'Mat IWfi I ' t i f r  ,(



I he people of Cook Intel and Prince William Sound 
were presumably introduced to tobacco by the English. 
Russian, and perhaps Spanish explorers and traders who 
frequented this region in the l7H()sand 1790s. Ihe habit, 
however, did not scent to catch on at first, for both 
Mearcs and Hillings reported that the Natives showed no 
interest m the tobacco they offered in trade. (14.15)

In prccontact times, the Indians of Southeastern 
Alaska wen: known to have cultivated a tobacco-like 
plant which they mixed with liinc and chewed l.icutcn- 
ant Whidhcy of Vancouver’s expedition observed the 
plant being grown in Chatham Straits, the only crop the 
Tlingil were known to cultivate. ( I6 i They dried the 
leaves of this plant over a lire, then ground them up and 
pressed them into cakes. It was always shewed, rather 
than smoked or inhaled. After the l7KHs. .is intensive 
trade with European ships began, the native plant fell 
into disuse in favor o f die European product, which the 
linli.ms found stronger and caster to obtain I hey soon 
learned to smoke it as well as chew it Tobacco began to 
lake on a ceremonial value and was sometimes used after 
a 'humanistic ceremony. 1 17» or given to the relatives 
and Inends ol a sick man The Russians handed it out 
generally as a reward I IK) Tobacco became increas­
ingly popular in the region, ami soon leaf tobacco mixed 
with pulverized hark was being regularly smoked in 
short, carved wooden or clay pipes i PJ|

NORTHERN \I \SKA

Curmuvty, IoKjcco first reached northern Alaska not 
by I utopcan ships hut over traditional trade routes with 
the Chukchi ol I astern Siberia According to Ray. the 
tobacco originated in Circassia. Poland, or Sweden and 
became an article of trade in the I75<K <2111 Nikolai 
ifin ik in , a Chukchi who visited lire Diomcdcs 01 the 

icportcd that live first request ol the Natives was 
lor leal tobacco. h*r which they were willing to trade 
expcnsoc lurs 1 21 • In 17X'I a large trading market was 
established at Anyui on the Kolyma River, where Ihe 
Maskans traded thei' lurs lor tobacco and other I wo 
j scan goods, which then passed through several more 
Native middlemen Iv lK r reaching die Seward Pennt-
sula .? :•

I his trade conlinued lo llminsh iluougltoui the mm • 
icciith century, with live major locus on the north coast 
ol Kotzebue Sound and al IS*rt C'lareme on Ihe Seward 
Peninsula I mm lltr ic tobacco was distributed to the 
noith c«*ast and into the intcriot via the nujot river 
vyvtemv t ? h

In the vicinity of Ku>kokwnn Hay Captain ( ix ik  
encountered I skunovin IT7X who wcteunlaim liai with 
the toe ol tobacco ' ikewoe. wlten Millings'chipviciied 
( a jv Kidney in I Wl die Eskimos were eager 1 0 trade 
tot many I uropean good*. N it appaicndy not tobacco

(24i Yel in IKK* the Eskimos of St. Lawrence Island 
greeted Otto von Kotzebue with a chorus o f pleas for 
tobacco, which they immediately put into their mouths. 
Later Ik* saw them smoking small stone pipes, about the 
size of a thimble. (25) Lite Russians traded freely with 
the Siberian Yupik o f St. Lawrence Island, who were 
w thing to give up an elaborately decorated gut parka for 
a few leaves, the amount one might consume in a 
morning, (20) The Eskimos of Shishmatef Inlet also 
clamored for tobacco, which they seemed to enjoy 
chewing as well as smoking. This love o f tobacco 
impressed the captain, who found it remarkable that the 
weed had penetrated where no European vessel had 
visited. (27t

When -1 decade later Captain Hccchcy landed on St. 
Lawrence Island and at Cape Prince of Wales, lie again 
found tobacco to he the great object o f all trade, On one 
occasion Ins sailors bought four hundred pounds ol 
caribou meal lor lour pounds of tobacco The differing 
habits ot the Natives ot the region are illustrated by 
Heeclicy’s observation that the northern Eskimos gen­
erally smoked a short pipe, while some to the souili of 
Bering Strait chewed tohusco, and the St. Lawrence 
Islanders took il as snulf. I he tobacco was often ot poor 
quality and extended with dried wood (2K|

flic lust European lo reach Harrow, also m 1X26. 
found tobacco well known and readily marketable. 
Eleven years later I hmnus Simpson of the Hudson’s Hay 
Company encountered Eskimos to the cast ol Harrow 
who immediately clamored tor tobacco, of which they 
were all — men. women, and children "inordinately 
lorid " At Harrow he lour/1 tobacco to he the "grand 
article in demand " A single inch of n was equivalent m 
trade to the im-st valuable articles they possessed.!2‘b 

Robert I . Spencer has presented interesting inform , 1 
lion on the role ot tobacco 111 traditional Harrow culture 
Ihe small pipes they used were of the Siberian or 
Rus-ian type and were cleaned before use. with a caribou 
h.ur placed in the howl to prevent tobacco Hakes trom 
entering the stem Men’s pipes were snull and portable, 
while those ol women had longer sterns Howls might Ik: 
maJc of isory. metal, or clay Nearly everyone uiod 
tobacco in some form, including the children Besides 
\mokmg. many chewed die leaves 1 Uli

further south the I skitnos ,t|so used tobacco that 
they had ohuincd in trade from Sihcna and perhaps later 
Irotn the Russians m the Aleutians. Kodiak, and Prince 
\ \ ilium  Sound Khi.'inchcnko m IK2I (ound ihe Bristol 
Bay and southern Norton Sound Eskimos to K* heavy 
lotvjccouveis.i.H > whileCilazunov. whom ISM was the 
in>t l.uiopcar u» explore the interior ot southwestern 
Vlaska, found the Natives already passionately fond of 

lt*bosco. which they smoked and look as snull <52i 
Nelson otleis considerable detail on the tnhjevo 

Iwhits of ibe I *kimos ot the Seward Peninsula and

r,i<e 4 Volum e S u tn b rt I


